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SHOW’S OVER: British police officers usher away a demonstrator dressed as a clown after a demonstration at the coal-fired Ratcliffe
Power Station in central England on Sunday.

By Stephen Fidler

And Gabriele Parussini

Finance ministers for the
16-nationeurozonemeetMon-
day in Luxembourg against a
backdrop of growing political
concern that the strength of
the European single currency
may jeopardize the region’s
economic recovery.

The currency discussions
at a regular ministers’ meet-
ing come amid signs that the
strong euro—which has risen
about 20% against the U.S. dol-
lar since March and has

gained sharply against the
British pound and the Chinese
yuan—is moving up the Euro-
pean political agenda.

The dollar hit a 14-month
lowagainstthe euro lastweek,
inpartencouragedbyexpecta-
tions of a prolonged period of
low U.S. interest rates.

Economists say the value
of the euro against a basket of

currencies, weighted accord-
ing to euro-zone trading pat-
terns, has increased 10% dur-
ing the past year, enough to
wipe by some estimates one
percentage point off the re-
gion’s economic growth.

According to people famil-
iar with the agenda, the minis-
ters’ currency discussions
late Monday will aim to seek
common ground ahead of a
meeting of finance ministers
from the Group of 20 leading
nations in St. Andrews, Scot-
land, in early November. They
said governments are wor-

ried that euro strength will
place too much of a burden on
the euro-zone economy.

At a summit in Pittsburgh
last month, G-20 leaders
agreed that they would seek
what they called a framework
to deliver strong, sustainable
and balanced growth: the bal-
ance coming from curbing the
U.S. trade deficit by encourag-
ing surplus countries, such as
Germany and China, to con-
sume more and become en-
gines of growth.

Please turn to page 31

Euro strength worrisome
Regional finance ministers to discuss currency’s impact on economic upturn

By Charles Forelle

Czech President Václav
Klaus, the last remaining ob-
stacle to the European
Union’s Lisbon Treaty, indi-
cated over the weekend that it
may be too late to stop the
agreement, which he has vehe-
mently opposed.

His comments came in an
interview with a Czech news-
paper Saturday, but in a con-
flicting signal that suggests
the drama may still play on,
he filed court papers arguing
that the treaty—which gives
new authority to Brussels de-
cision-makers and creates
powerful new EU posts—robs
the Czech Republic of sover-
eignty and is incompatible
with its constitution.

Pressure on Mr. Klaus to
sign has increased almost
daily since Irish voters ap-
proved the treaty in an Oct. 2
referendum and the reluc-
tant Polish president gave his
assent a week later. That left
the Czech Republic’s ap-
proval. Parliament and the
prime minister are on board,
but Mr. Klaus’s signature is
also needed.

Earlier this month, Mr.
Klaus said he would refuse to
sign unless the Czech Repub-
lic received a “protocol” to

Please turn to page 4
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Money matters

In the spotlight

Editorial&Opinion
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Money & Investing: Trading-case suspect is tied to Tamil probe

n Czech president is Europe’s
most-watched man .................. 4

By Kelly Crow

With the contemporary
art market slowly recovering,
London auction houses held a
key round of sales over the
weekend that showed prices
are already bouncing back for
a few mid-career European
artists with bright palettes
and loyal followings.

After months of scaled-
back spending, collectors be-
gan competing for colorful
paintings by German artists
such as Martin Kippenberger
and elegant metal sculptures
by several British artists. On
the other hand, bidders
largely bypassed video art
and anything priced over £1
million ($1.6 million). Those
preferences will likely affect
price levels for work by doz-

ens of artists and may set the
tone for next month’s major
fall art auctions in New York.

Overall, the world’s chief
auction houses—Sotheby’s
and Christie’s International
PLC—sold a combined £26.3
million worth of postwar and
contemporary art. The result
easily surpasses their com-
bined presale estimate of
£18.7 million but is down 51%
from a larger round of sales
last October. A two-part sale
by boutique auction house
Phillips de Pury & Co.
brought in £6.7 million, down
16% from last year.

All the auction houses
struggled to find enough qual-
ity material for these sales.
Christie’s contemporary sale
on Friday evening only had 25

Please turn to back page

Climate change is no laughing matter for British protesters

EU treaty
opponent
isn’t sure
of success

Rename the streets
Send a message to Iran: a
Neda Agha-Sultan Plaza
near you Page 17
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n Despite the dollar’s drop, few
know its real worth ................. 21

Art auctions show

demand on upswing

Inside

Markets

The U.K.’s leading business
lobby group said the trea-
sury should seek to balance
the budget by the 2015 finan-
cial year, two years ahead of
schedule, warning that mar-
ket confidence in British
debt could be shaken with-
out a credible plan. Page 5

n A suicide bombing in
Iran’s restive southeast killed
at least 42 people, including
five Revolutionary Guard
Corps officers, and injured
dozens of others. Page 3

n The U.S. is pressing Arab
states to boost oil exports
to China to reduce Beijing’s
reliance on Iranian energy
and resistance to tougher
sanctions on Tehran. Page 2

n Xstrata’s CEO said the
mining giant will focus on
projects it already has in the
pipeline, rather than seek
new acquisitions. Page 25

n Iceland agreed to a modi-
fied plan to repay the U.K. and
the Netherlands nearly $6 bil-
lion lost when an Icelandic
bank collapsed in the finan-
cial crisis a year ago. Page 31

n Panasonic is accelerating
a push into Europe and India
by considering local produc-
tion in those regions. Page 6

n Global demand for business
jets is likely to erode further
before rebounding slowly in
2011, according to an annual
forecast by Honeywell. Page 7

n GM continues to support
the sale of Opel to Magna
despite EU concerns about
the bidding process. Page 10

n Europe’s junk-bond bank-
ers and investors expect de-
fault rates to peak in the
first half of 2010. Page 3

n Switzerland will lower hur-
dles to EU imports next year, a
move expected to lower prices
for Swiss consumers. Page 13

n Bank of America released
more details of its decision-
making during the Merrill
takeover and reported a $1
billion net loss. Page 22

n Pakistan began an offen-
sive aimed at crushing one of
the Taliban’s and al Qaeda’s
main strongholds. Page 12

n The chairman of the Nobel
Peace Prize committee has
landed in the middle of the
debate over the decision to
award this year’s prize to
Barack Obama. Page 11

n Macedonia and Kosovo es-
tablished diplomatic relations.

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com
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A telephone bidder won Jean-Michel Basquiat’s ‘Fuego Flores,’ an acrylic and
oilstick on canvas, for £959,650.

pieces, half the usual amount. The
auctioneer compensated by follow-
ing the sale with a separate offering
of modern Italian art. Sotheby’s,
meanwhile, shifted its contempo-
rary evening sale to the afternoon
and combined it with a large set of
Arab and Iranian artworks.

Still, collectors are in the mood
again to bid, and the added energy
at the sales was palpable. Munich
collector Ingvild Goetz says she
shied away from buying at auction
during the “hype years” but de-
cided to attend these sales so she
could plug a few artistic holes in her
collection. Specifically, she paid
Sotheby’s £85,250 for Peter Fischli
and David Weiss’s duck sculpture,
“Les Repos des Canards (Ducks At
Rest),” well over its £70,000 low es-
timate.

Auction houses offer low and high
estimates for what they think each
work will fetch. The estimates don’t
include the auction houses’ fees.

Ms. Goetz also paid the auction
house £73,250 for Tal R’s red-and-
blue collage “Melody,” surpassing
its £60,000 low estimate.

“I want masterpieces, just at the
right price,” she added.

Christie’s sales total beat Sothe-
by’s total in the latest round. The
auction house brought in £14.7 mil-
lion during a two-day sale of con-

temporary art, besting its £9.7 mil-
lion presale low estimate.

At Christie’s evening sale on Fri-
day, five bidders fought over Mr.
Kippenberger’s pumpkin-colored
view of a cafe, “Paris Bar,” which
was being sold by British advertis-
ing executive Charles Saatchi. A
telephone bidder got it for £2.2 mil-
lion, double its high estimate. Mr.
Saatchi also offered the artist’s 1991
view of a curved street lamp, “Kell-
ner Des... (Waiter of...),” which New
York dealer Jeffrey Deitch got for
£1.1 million, above its £700,000
high estimate.

Of the 25 lots offered by
Christie’s, only a single work by Jit-
ish Kallat went unsold. That work,
“Universal Recipient 2,” was ex-
pected to sell for at least £50,000.

Two large paintings by Neo
Rauch and Li Songsong broke
records. Mr. Rauch’s cheery “Stell-
werk (Signal Box),” sold to a tele-
phone bidder for £892,450, nearly

twice its high estimate, and Mr. Li’s
sweeping 2006 image of a United
Nations conference, “Cuban Sugar,”
sold for £433,250, edging over its
high estimate. Christie’s sale of
20th-century Italian art brought in
£5.8 million.

Earlier Friday, Sotheby’s con-
temporary sale brought in £11.6 mil-
lion, or £12.8 million including an
added set of 46 modern and contem-
porary works by Arab and Iranian
artists. Either way, the total ex-
ceeds the auction house’s £10 mil-
lion combined low estimate for the
sales.

The top lot was Jean-Michel
Basquiat’s roiling 1983 portrait of a
man “Fuego Flores,” which a tele-
phone bidder won for £959,650. The
price was within the estimated
range of £800,000 to £1.2 million.

Sotheby’s also sold Chris Ofili’s
red-green portrait of a couple,
“Afro Apparition,” to London-
based collector Fatima Maleki for
£577,250, surpassing its £350,000
high estimate. Metal sculptures by
Marc Quinn also fared well, though
a video work by Bill Viola, “Man of
Sorrows,” went unsold.

Later in the sale, Pierre Chen, a
computer-parts manufacturer in
Taipei, paid a record £61,250 for
Jose-Maria Cano’s conceptual por-
trait “Queen Elizabeth II,” double
the low estimate for the piece.

The Sotheby’s Arab and Iranian
sale brought in £1.15 million, inch-
ing over its £1 million estimate. The
sale was led by Farhad Moshiri’s
glittery diptych, “Cowboy and In-
dian,” which sold for £397,250, ex-
ceeding its £200,000 high esti-
mate.

Sotheby’s 20th-century Italian

sale on Friday also brought in £7.3
million.

Phillips’s sale on Saturday was
highlighted by Mr. Basquiat’s black-
and-red triptych, “Year of the Boar,”
which sold for £1.1 million, just under
its £1.2 million high estimate. Mr. Kip-
penberger’s smoky-hued “Big Until
Great Hunger” sold for £433,250,
over its £400,000 low estimate.

The London auctions, which con-
cluded with Phillips’s sale on Satur-
day, coincided with the city’s big-
gest contemporary art show, the
Frieze Art Fair, which also attracted
bargain hunters and collectors lean-
ing toward thoughtful works by
midcareer artists with respected
followings, according to dealers ex-
hibiting in the fair.

Continued from first page

What has quantitative
easing ever done for us? The
list offered by the Bank of
England seems to get longer
every day. Lower gilt yields,
the revival of the corporate
bond market, lower unem-
ployment and the rally in
the stock market—in fact,
pretty much anything good
happening in the U.K. right
now, short of the balmy au-
tumn weather. All that is
missing from the list is a re-
vival in bank lending and an
increase in the money sup-
ply, the very things the cen-
tral bank originally said its
policy of buying government
bonds was supposed to de-
liver.

The Bank of England’s
endlessly shifting justifica-
tion for quantitative easing
has been noticed in the mar-
kets, fueling fears the cen-
tral bank doesn’t know what
it is doing or how to stop.

The uncertainty is partly
to blame for the recent weak-
ness in sterling.

As a result, next month’s
meeting of the Monetary Pol-
icy Committee, when it must
decide whether to expand or
halt its £175 billion ($286.23
billion) program, is taking

on particular significance.
The central bank’s credibil-
ity and independence is at
stake.

Quantitative easing is not
yet a political issue in the
U.K. But with the economy
recovering, asset prices soar-
ing and inflation proving sur-
prisingly sticky, any decision
to expand the policy will
need careful explanation.

So far, the Bank of Eng-
land has won support for
quantitative easing by stress-
ing the amount of slack in
the economy and how this
will keep inflation low. Many
economists now predict infla-
tion will be above the cen-

tral bank’s 2% target next
year, suggesting policy may
soon need to be tightened.

But the Bank of England
has confused the market by
repeatedly focusing on lower
gilt yields as a key measure
of the policy’s success. To
the extent quantitative eas-
ing raises inflation expecta-
tions, ultimately pushing up
gilt yields and requiring the
central bank to print yet
more money, this is a non-
sensical argument. It also re-
inforces the suspicion the
Bank of England’s true aim
is to use quantitative easing
to support the government’s
borrowing.

This would hardly be sur-
prising. The U.K.’s dire fiscal
position is a threat to finan-
cial stability. The budget def-
icit is likely to hit 13% this
year, the second highest af-
ter Ireland in the industrial-
ized world. Gilt issuance in
2008-10 is projected to be
greater than in the previous
10 combined.

True, the market may be
able to absorb issuance on
this scale without quantita-
tive easing. Private-sector
saving is rising rapidly, creat-
ing funds for investment,

and new liquidity rules will
force banks to buy more
gilts. But with 30% of de-
mand for gilts typically from
overseas, the Bank of Eng-
land must fear what would
happen if foreign demand
dried up.

Absent any serious at-
tempt to address the fiscal
position, stopping quantita-
tive easing at best risks a
rise in market rates, threat-
ening the recovery. At worst,
it could lead to a sterling cri-
sis—for which the Bank of
England would be blamed.

How should the central
bank respond? Former MPC
member David Blanchflower
suggests letting inflation
rise to 5%, a move that
would instantly forfeit the
Bank of England’s credibility.
Nor is it clear that the cen-
tral bank is willing to risk
triggering a crisis.

Perhaps it can duck the
issue next month by an-
nouncing a pause. But if in-
flation continues to rise as
economists predict, this will
be a temporary respite.
Sooner or later, the Bank of
England must come off the
fence.
 —Simon Nixon

More at WSJ.com/Heard

Carrefour rethinks strategy
as it pulls back from Russia

From Russia with haste.
Carrefour’s exit from Russia
just months after the French
retailer opened its first store
there follows pressure from
its main shareholder to exit
emerging markets en masse.

A full withdrawal is un-
likely. But the move suggests
new Chief Executive Lars
Olofsson is having to take a
more ruthless approach to
positioning and costs to re-
store Carrefour’s margins.
Like other multinationals,
Carrefour is being forced to
rethink its strategy for a
world where old growth fore-
casts no longer apply.

The global recession has
stopped Carrefour in its
tracks. Sales shrank 0.7% to
Œ70.2 billion ($104.56 bil-
lion) in the nine months to
the end of September. Even
before the recession, Carre-
four was struggling to im-
prove sales and profit mar-
gins in France, which ac-
counts for 43% of revenue;
hence management’s warn-
ing that Carrefour might
meet only the lower end of
its profit guidance for 2009.

Carrefour has little

choice but to reassess its
strategy. Building a business
from scratch in as competi-
tive a retail market as reces-
sion-hit Russia seems a poor
use of shareholders funds.
Mr. Olofsson remains com-
mitted to China and Brazil,
which account for 14% of
sales, and India, where Carre-
four is a new entrant. But
there, unlike in Russia, no
Western retailer has more
than a toehold.

Mr. Olofsson’s challenge
is to shrewdly deploy Carre-
four’s surplus cash, assum-
ing he makes good on prom-
ised cost savings of Œ4.5 bil-
lion by 2012. Much is being
invested to improve Carre-
four’s reputation for low
prices in France, where hard-
discount formats have taken
market share. But a rethink
of Carrefour’s approach to
nonfood retailing is on the
cards, given the dominance
of specialist clothing and
electronics retailers, many
with a big presence online,
where Carrefour is weak.

Now the worst of the cri-
sis looks to be past, bosses
need to think radically.
 —Matthew Curtin

London art auctions warm up to midcareer artists

U.K.’s quantitative-easing woes

News in Depth

Christie’s sales total
beat Sotheby’s total
in the latest round of
auctions.

The jury’s out
New U.K. high court,
patterned on America’s,
stirs debate > Pages 18-19
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U.S. urges Arab states to boost oil for China
Move aims to reduce
Beijing’s reliance
on Iran for energy

By Jay Solomon

WASHINGTON—The Obama ad-
ministration, accelerating efforts
to pressure Iran over its nuclear pro-
gram, is encouraging key Arab
states to boost oil exports to China
in order to reduce Beijing’s reliance
on Iranian energy and Chinese resis-
tance to tougher economic sanc-
tions on Tehran, said U.S. and Euro-
pean officials involved in the diplo-
macy.

The strategy is producing an
early dividend: the United Arab
Emirates has agreed to boost its ex-
ports to China to between 150,000
to 200,000 barrels per day from a
current level of 50,000 over the
next six months, according to a se-
nior Emirati official. The official
said Abu Dhabi plans to make a sig-
nificant additional increase “within
the next three years.”

Saudi Arabia also appears pre-
pared to offer China more oil to
make up for any losses it incurs as
part of an international effort to
punish Iran, according to people fa-
miliar with Saudi thinking. The king-
dom, long at odds with Tehran, also
has been considering ways it can
use its large purchases of Chinese
weapons and consumer products as
leverage to persuade Beijing to dis-
tance itself from Iran.

Washington and its European al-
lies increasingly view China as the
make-or-break player in an intensi-
fying international effort to pres-
sure Tehran economically over its
nuclear program. Iranian officials
are scheduled to meet representa-
tives from the U.S., France and Rus-
sia in Vienna in a bid to conclude an
agreement for the international
community to better monitor and
manage Tehran’s stockpile of low-
enriched uranium.

Beijing is the second-largest
buyer of Iranian oil. The Asian giant
has pledged tens of billions of dol-
lars in new investments in Iran’s oil
and gas infrastructure in coming
years. Chinese Premier Wen Jiabao
damped U.S. hopes for broad coop-
eration on Iran last week, praising
Beijing’s “widened and deepened”
relationship with Tehran following
a meeting with Iranian Vice Presi-
dent Reza Rahimi.

China and Russia have the abil-
ity to block new sanctions propos-
als being discussed at the United Na-
tions Security Council. Beijing has
repeatedly expressed its opposition
to enacting expansive financial pen-
alties against Tehran. Changing
tack, the Obama administration has
engaged in discussions in recent
months with key oil-producing
Arab states to find ways to use their
energy and financial ties with
Beijing to win Chinese cooperation
on the Iranian nuclear issue, said se-
nior U.S. and Arab officials.

The U.S. hopes nations such as
Saudi Arabia, the U.A.E and Kuwait
can step up oil exports to China as a
signal that they could offset any
losses China might incur by pressur-
ing Iran. Washington also hopes
these countries can impress upon
China that the Arab states’ markets
and energy reserves are far more im-
portant to Beijing than Iran’s.

Growing sanctions against Iran
could lead to significant instability
in the Persian Gulf. Saudi Arabia
and the U.A.E. could be important
partners in guaranteeing Beijing’s
continued oil supply. China’s oil con-
sumption is expected to grow to
around 20 million barrels of oil a
day by 2030 from its current level
of eight millions barrels A day.

Saudi Arabia is currently the
largest oil exporter to China, send-
ing 740,000 barrels a day during the
first five months of 2009. Iran is cur-
rently the second-largest supplier
at about 540,000 barrels a day.

“We’ve been telling the Arab
states to directly express their con-
cerns to Russia and China about

Iran’s actions,” said a U.S. official in-
volved in the dialogue. “And we
stressed that they should use their
leverage.”

The Emirates’ second-most-pow-
erful leader, Abu Dhabi’s Crown
Prince Sheikh Mohammed bin
Zayed Al Nahyan, visited Beijing in
August to discuss a wide array of en-
ergy and security issues with Chi-
nese officials, according to senior
Emirati officials.

China’s Ministry of Foreign Af-
fairs and Beijing’s National Energy
Administration didn’t respond to re-
quests for comment about the
U.A.E. offer of additional oil.

A spokesman at Saudi Arabia’s
Washington office didn’t respond
to requests for comment.

Many diplomats and Middle
East analysts, however, are skepti-
cal that the U.S. and the Arab states
will succeed over the long term in
breaking Beijing’s reliance on Ira-
nian crude.

Saudi Arabia and the U.A.E. are
both constrained in exporting oil by
quotas established by the Organiza-
tion of Petroleum Exporting Coun-
tries. Industry analysts question

how the two countries could signifi-
cantly boost exports to China with-
out flouting those quotas and flood-
ing markets with excess oil.

Riyadh and Abu Dhabi also
might have to shuffle export con-
tracts in order to find supply for
China.

Beijing also views Iran as a cru-
cial partner in helping China
achieve energy independence.
China is investing in massive joint
exploration, extraction and refin-
ing projects in Iran. In 2004, Beijing
signed a deal valued at as much as
$100 billion to buy liquefied natural
gas from Iran in exchange for a 51%
stake for China Petroleum & Chemi-
cal Corp., or Sinopec, in the Yadava-
ran gas field.

Oil-industry analysts note that
many of China’s energy ventures in
Iran have yet to bear fruit, due to
technological deficiencies and con-
tract disputes. But Beijing is still
seen as unwilling to turn its back on
opportunities to develop China’s
own refining and extraction capabil-
ities.

“The Chinese are wooing Iran be-
cause they are banking that the best
energy security is to be their own
producers,” said Patrick Clawson,
an Iran expert at the Washington In-
stitute for Near East Policy.

U.S. officials, however, view the
U.A.E.’s action as an important
early signal from a key oil-produc-
ing Arab state. Washington’s sup-
port for the deal also is a sign to
Beijing that the Obama administra-

tion is willing to view China as a
strategic partner in oil develop-
ment in the Middle East, rather
than a competitor.

“With the U.S. supporting the
U.A.E., Washington has essentially
accommodated itself to the idea
that China has a benign interest in
Persian Gulf oil,” said a U.S. official
working on Middle East energy is-
sues.

A pivotal player in the Obama ad-
ministration’ emerging strategy is
Dennis Ross, the White House’s
point man on Iran and broader Mid-
dle East issues. Mr. Ross has writ-
ten since last year’s presidential
campaign about the importance of
the U.S. aligning with the Arab
states against Iran. Saudi Arabia
and the U.A.E. view a nuclear-
armed Iran as a threat to the
broader Middle East.

In a book Mr. Ross cowrote this
year, he cited the need for Saudi Ara-
bia to flex its economic muscles to
contain Iran. “The Saudis need not
broadcast what they are doing—but
they do need to be enlisted to qui-
etly pressure the Chinese to change
their approach to Iran lest they lose
out on a profitable future with
Saudi Arabia,” he wrote in “Myths,
Illusions & Peace—Finding a New Di-
rection for America in the Middle
East.”

Earlier this month, the U.S.
hosted a meeting in Washington of
10 allies to discuss ways to pressure
Iran financially. Saudi Arabia and
the U.A.E. were among the “like-
minded nations” who attended, ac-
cording to participants. China and
Russia were not. Efforts to target
Iran’s energy industry were among
eight areas the group decided to fo-
cus on in the future.

Both Saudi Arabia and the U.A.E.
have expressed an interest in signifi-
cantly increasing their exports to
China and Asia’s other emerging
economies. China experts said
Beijing is likely to try and balance
its relations between the Gulf states
on one side and the Iranians on the
other.

“From Iran’s side, it’s inclined to
bind its interests with China’s,” said
Yin Gang a prominent Chinese ex-
pert on the Middle East. “But for
China...it will consider striking a
balance” between Iran on the one
side and the Arab states on the
other.
 —Sue Feng contributed

to this article.
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Extra pressure
The Obama administration is encouraging Arab nations to step up 
oil exports to China, which heavily depends on imports from Iran.
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Zhu Min, executive vice president at Bank of China, has lived in the U.S., both for
graduate studies and while working as an economist at the World Bank.

China targets a key IMF position
Zhu Min is shifting
to the central bank
to prepare for job bid

BEIJING—China is grooming a
veteran banker with a doctorate in
economics to vie for a senior job at
the International Monetary Fund, in
the latest sign of the country’s de-
sire to increase its role at the global
financial institution.

An official of China’s Communist
Party who’s knowledgeable about
the matter said Zhu Min, executive
vice president at Bank of China Ltd.,
will become a vice governor at Chi-
na’s central bank with the hope he
eventually will compete to be
named an IMF deputy managing di-
rector.

The official, who declined to be
named, said the party has approved
the appointment of Mr. Zhu at the
People’s Bank of China, and the
State Council, China’s cabinet, will
later announce it. Spokesmen for
the central bank and Bank of China
couldn’t be reached for comment.

The IMF currently has three dep-

uty managing directors, who like
the managing director are employ-
ees of the organization rather than
of their home governments. They
are appointed through a political
process among IMF members.

One reason China wants to even-
tually propose Mr. Zhu for the high-
level IMF post is that he has worked
at an international financial organi-
zation, the official said.

Mr. Zhu, who earned an econom-

ics doctorate at Johns Hopkins Uni-
versity, was an economist at the
World Bank from 1991 to 1996. Ac-
cording to the Bank of China’s Web
site, he is 55 years old.

The IMF has been getting a over-
haul as China and other developing
countries seek greater clout at the
fund to match their increased
weight in the global economy.

Leadership of the IMF and other
global financial institutions has
been a sore point for developing
countries. Under a longstanding in-
formal political deal, Europe ap-
points the IMF head while the U.S.
names the World Bank chief and Ja-
pan leads the Asian Development
Bank. The Group of 20 economies
has agreed to end that arrangement.

One of the IMF’s three deputy
managing directors is a Brazilian,
Murilo Portugal, selected in 2006.
Last year, Justin Yifu Lin of China be-
came the first World Bank chief
economist from a developing coun-
try.

Mr. Zhu, who’s been at Bank of
China since 1996, has helped over-
see its restructuring and public list-
ing. He will become the PBOC’s sixth
vice governor.

In a possible sign that he thinks
other central banks’ purchases of eu-
ros might be in part behind its appre-
ciation, Jean-Claude Trichet, presi-
dent of the European Central Bank,
said last week that the euro wasn’t
created to be the world’s main re-
serve currency.

Asked whether the U.S. was truly
committed to its rhetorical “strong
dollar” policy, he said: “I trust [the
U.S. authorities] to respond very
clearly.”

Jean-Claude Juncker, the Luxem-
bourg finance minister who is chair-
man of the euro-zone finance-minis-
ters’ group, said Friday: “I’m not con-
cerned too much by the exchange
rate we are observing. But if it contin-
ues in the way it started weeks ago, I
could become concerned at a certain
junction. Don’t ask me where that
junction is located exactly.”

Mr. Juncker said he expects to ac-
company other senior European fi-
nance officials, including Mr.
Trichet, on a visit to China before
year end. China has intervened in for-
eign-exchange markets to ensure its
currency doesn’t rise against the dol-
lar.

The euro-zone meeting will be fol-
lowed Tuesday by discussions of fi-
nance ministers of the entire 27-na-
tion European Union, which will fo-
cus in part on coordinating strate-
gies to withdraw the special stimu-
lus measures they have provided to
boost their economies.

Governments aren’t talking
about ending stimulus packages
now—all seem to agree the eco-
nomic recovery is too fragile to allow
that to happen—but they want to en-
sure a haphazard reversal of the mea-
sures in some countries doesn’t un-
dermine recovery in others.

In other developments, officials
said, Britain is expected to withhold
final approval of an agreement to es-
tablish a European body aimed at
overseeing supervision of financial
markets across the EU.

Britain backs the establishment
of the organization, likely to be
chaired by the ECB president, but is
holding its approval of this overarch-
ing “macro” supervisory body until
it resolves differences with EU mem-
bers over guidelines for the three
proposed “micro” agencies that will
oversee banking, insurance and occu-
pational pensions, and securities
and markets.

The U.K. has expressed concerns
that decisions by these three bodies,
requiring state intervention in a fail-
ing company for example, could
force member governments to take
actions carrying heavy fiscal costs.
 —Alessandro Torello

contributed to this article.
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Iceland modifies deal with U.K., Netherlands

A war of words ignited by a new
Turkish TV series depicting Israeli
military atrocities escalated Friday,
shaking what is probably Israel’s
strongest partnership in the Middle
East.

The first episode of the series,
“Separation,” aired Wednesday on
the public channel TRT, showed
what appeared to be an Israeli sol-
dier gunning down an unarmed Pales-
tinian girl in a cul de sac. Shortly af-
terward, another soldier shoots a
newborn baby.

The images sparked outrage in Is-
rael. Labor unions said they would
boycott Turkey as a vacation desti-
nation, and Israel summoned Tur-
key’s ambassador Thursday to
lodge a protest. Israeli Foreign Min-
ister Avigdor Lieberman said in a
statement Thursday the series
“would not be appropriate in an en-
emy country and certainly not in a
state which maintains diplomatic re-
lations with Israel.”

Turkish Foreign Minister Ahmet
Davutoglu responded Friday by criti-
cizing Israel’s treatment of Palestin-
ians. He said a recent decision to ex-

clude Israel from planned North At-
lantic Treaty Organization exercises
in central Turkey was made in re-
sponse to public outrage in Turkey
over Israel’s treatment of Palestin-
ian civilians in the Gaza Strip.

“While the tragedy in Gaza con-
tinues, nobody should expect us to
put on military displays of this
sort,” Mr. Davutoglu said.

As for the TV series, Mr. Davuto-
glu said: “Turkey is not a country
based on censorship.”

Officials and analysts in both
countries said the split reveals An-
kara no longer needs or wants Israel
the way it once did.

The two countries have long had
strong diplomatic and trade rela-
tions, and Turkey has been a sub-
stantial buyer of Israeli military
hardware. For years, Israeli pilots
trained in Turkish airspace. As re-
cently as August, Turkey took part
in joint naval exercises with Israel.

But the ties were built in a period
when Turkey felt hemmed in on all
sides, analysts say. In the 1980s and
1990s, Turkey had poor relations with
Iraq and shared with Israel a deep sus-
picion of Iran. It was also fighting a
guerrilla war with Kurdish militants.
In 1998, it came close to war with
Syria. Turkey was also in conflict with
Greece over Cyprus, while then com-

munist Bulgaria and Armenia were
historical and Cold War rivals. Ankara
needed Israel’s military hardware
and intelligence sharing.

“In the 1990s, Turkish foreign
policy was guided by security is-
sues, and that pushed Turkey closer
to Israel,” says Kadri Gursel, a colum-
nist for the centrist daily Milliyet.

But under Mr. Davutoglu and his
boss, Prime Minister Recep Tayyip
Erdogan, Turkey has worked hard to
fix those problems and reintegrate
into the region. This month, Turkey
signed significant agreements with
Armenia, Syria and Iraq.

“There is no need for this [part-
nership with Israel] anymore,” said
Huseyin Bagci, professor of Interna-
tional Relations at the Middle East
Technical University in Ankara.

Mr. Bagci predicts that Turkey in-
creasingly will look to Italy, France
and other suppliers to buy arms,

rather than Israel.
The breakdown in relations also

appears personal. Mr. Erdogan
walked off the stage at the World
Economic Forum in Davos in Janu-
ary after clashing with President Shi-
mon Peres of Israel over the conflict
in Gaza. In a recent interview with
The Wall Street Journal, Mr. Er-
dogan was still simmering.

“If you look at Gaza, 1,500 people
died, 5,000 people were wounded,
infrastructure, the superstructures
were all demolished. … What hap-
pened afterwards? There was noth-
ing,” said Mr. Erdogan.

Israel and some Turkish analysts
see an ideological component to the
dispute, noting the Islamist roots of
the ruling Justice and Development
Party. “We’ve seen Turkey evolve
and change since Erdogan’s Islamic
party took power,” the senior Israeli
official said.

Mr. Erdogan, in the interview, in-
sisted his position wasn’t driven by
identification with Muslim Palestin-
ians, but by the need for honesty
and fairness.

Turkish officials insist the rela-
tionship is far from dead. “Let’s
make no mistake. We value a contin-
uation of relations with Israel, but
not at any cost,” said ruling-party of-
ficial Suat Kiniklioglu.

TV show deepens split between Israel and Turkey

FROM PAGE ONE

By Charles Forelle

Iceland agreed Sunday to a modi-
fied plan to repay the British and
Dutch governments nearly $6 billion
lost when an Icelandic bank that had
taken Internet deposits collapsed in
the financial crisis a year ago.

The deal would smooth the way
for the battered island nation to re-
ceive more funding from the Interna-
tional Monetary Fund and other
lenders, but it still requires ap-
proval from Iceland’s parliament,
which had reservations about an ear-
lier version of the deal.

“An understanding has been

reached with the U.K. and the Neth-
erlands,” the Icelandic government
said in a statement Sunday. A
spokesman for the U.K. Treasury
said that “constructive talks” were
held over the weekend and that the
U.K would make a statement in the
coming days. A spokesmen for the
Dutch finance ministry couldn’t be
reached to comment.

The payback is deeply unpopular
in Iceland, whose citizens resent foot-
ing the bill for bankers’ misadven-
tures.

The situation arose because Ice-
land was required by European rules
to maintain deposit insurance for its

banks. When one of them, Lands-
banki Islands, collapsed last year, it
took with it billions of dollars in de-
posits that had been made through
an Internet arm called Icesave by
British and Dutch depositors.

The failure swamped Iceland’s
tiny deposit-insurance fund, and the
British and Dutch governments
stepped in to pay their citizens but
demanded reimbursement from Ice-
land. The amount—nearly $6 bil-
lion—is about half a year’s eco-
nomic output.

Iceland’s government reached a
deal with the U.K. and the Nether-
lands several months ago. Iceland’s

Parliament, after lengthy debate,
agreed, but tacked on amendments.
They included a provision that Ice-
land could delay repayments—envis-
aged to last through 2024—if it suf-
fered major economic distress in
the future.

The other countries worried that
the wording implied that if Iceland
got to 2024 with a balance still re-
maining, it was off the hook. The
deal signed Sunday allows for a de-
lay in case of economic trouble, but
makes clear that Iceland still must
make payments if that happens.
 —Alistair MacDonald

contributed to this article.

Turkey’s regional
assimilation means
it needs Israel less,
say some analysts.
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Suicide bomber targets Iranian Guards
Five senior officers
are among 42 slain
near Pakistan border

Gen. Nour Ali Shoushtari of Iran’s Revolutionary Guard was among those killed in
Sunday’s suicide bombing. This undated picture is from Iran’s Fars News Agency.

Junk-bond investors say
default rates nearing peak

LEADING THE NEWS

By Farnaz Fassihi

Two blasts in Iran’s restive south-
east on Sunday killed at least 42 peo-
ple, including five senior Revolution-
ary Guard Corps officers, and in-
jured dozens of others, according to
state media.

The attacks took place in the Sis-
tan-Baluchistan province, a region
long plagued by Sunni insurgents,
whohavein the past targeted Iranian
soldiersand Revolutionary Guard of-
ficers. But Sunday’s violence comes
as Tehran continues to struggle on
another front: keeping a lid on pro-
tests and opposition activities
across the country, following con-
tested presidential elections in June.

Poll-related unrest has largely
died down, after months of crack-
downs on demonstrators, the oppo-
sition and the media. But authori-
ties haven’t been able to completely
stifle an antiregime movement that,
in the days immediately after the
election, staged the country’s big-
gest protests since the Iranian Revo-
lution 30 years ago.

While the insurgency activity in
the southeast has never amounted to
a serious threat to Tehran’s regime,
Sunday’s attacks could be an unwel-
come distraction for Iran’s security
services.Bytargetingapillarofthere-

gime, the attacks increase pressure
on President Mahmoud Ahmadine-
jad to retaliate forcefully or clamp
down further on the restive region.

The Revolutionary Guard had
taken over security responsibility
for the region earlier this year be-
cause of recent violence, putting
their officers in the line of fire. But
the attack could have larger, na-
tionalresonance, because itsuccess-
fully targeted the country’s most
powerful military force. The Guard
has seen its power base expand un-
derMr. Ahmadinejad.More recently,
the force has takencenterstage in co-
ordinating the bloody crackdown on
opposition members and election
demonstrators this summer.

Iranian state media said a Sunni
insurgency group, Jundallah, which
had claimed responsibility for a se-
ries of previous attacks, said it was
responsible for Sunday’s bloodshed.
It was impossible to independently
verify the claim.

Mr. Ahmadinejad and other Ira-
nian officials vowed swift reprisal,
and they blamed foreign backing for
the attacks.

“The Revolutionary Guard will re-
taliate with force,” said the ground
commander of the Guard’s armed
forces, Gen. Mohamad Khakpour, ac-
cording to the semi-official Fars
News Agency. Iranian state press on
Sunday repeated allegations the in-
surgent group had been set up by
the Central Intelligence Agency.

The U.S. condemned the attacks
on Sunday and said reports of “al-
leged U.S. involvement are com-

pletelyfalse,”accordingtoIanKelly,a
spokesmanforthe StateDepartment.

Iran’s Foreign Ministry sum-
moned a senior Pakistani diplomat in

Tehran,statetelevisionreported.Ab-
dulBasit, Pakistan’s foreign-ministry
spokesman, denied the attack was
planned from Pakistan, but said the

country was looking into the matter.
Iranian state press reported the

first of two blasts took place at a
“unity” gathering of Shiite and
Sunni tribal leaders Sunday morn-
ing, in the Pishin area, near the Paki-
stan border.

State media reported Revolution-
ary Guard commanders Brig. Gen.
NourAliShoushtariandBrig.Gen.Ra-
jab Ali Mohammadzadeh died in that
attack, along with several tribal and
local leaders from both the Shiite and
Sunni communities. Gen. Shoushtari
is the deputy commander of the
Guard’s ground forces.At around the
same time, a bomb detonated near
the convoy of a group of other Guard
commanders in the same area, state
media reported.

Jundallah, a militant group from
Iran’s Sunni Muslim minority, has
waged what has amounted to a low-
level insurgency in the province for
several years. The group alleges the
persecution of Sunnis.

In May, Jundallah took credit for
a suicide bombing at a Shiite mosque
that killed 25 people in Zahedan, the
capital of Sistan-Baluchistan. Thir-
teen members of the group were
hanged for the attack.

Separately, on Saturday, Iran re-
leased Iranian-Canadian journalist
Maziar Bahari. Mr. Bahari, who
worked for Newsweek magazine,
had been arrested shortly after the
election and kept in solitary confine-
ment. He wasn’t charged or sen-
tenced. His family said it posted
$300,000 bail. —Zahid Hussain

contributed to this article.

By Duncan Kerr

Europe’s junk-bond bankers and
investors are preparing for an ex-
traordinary rally to give way to more
normal returns, as default rates
peak and sub-investment-grade com-
panies rush to refinance their debt.

In a survey of more than 70 high-
yield investors, bankers, issuers and
private-equity sponsors by Finan-
cial News and the European High
Yield Association, more than 50% ex-
pect default rates to peak in the first
half of next year. They believe the av-
erage default rate on Europe sub-in-
vestment-grade bonds will peak at
12.72%. At the end of September
that rate was 9.3%, up from 0.7% a
year ago, according to Moody’s In-
vestors Service.

The emergence of a red-hot junk-
bond market in Europe has dis-
rupted traditional patterns of fund
raising on the continent. Histori-
cally, many of the European compa-
nies selling junk bonds relied on
bank loans. But with banks less will-
ing to lend, the companies are being
forced to issue bonds in the public
markets to refinance their debt ar-
rangements. More than half those
polled in the survey expect 20% to
40% of bank debt in Europe to be refi-
nanced on the bond markets over
the next 24 months.

“Fundamentally, banks are still
in a very different place to where
they were two years ago,” said Doug
Henderson, head of European credit
finance at Goldman Sachs in Lon-
don. “If the leveraged buyout mar-
ket is to come back meaningfully
near term, then it is going to be de-

pendent on raising money in the cap-
ital markets to take some of the pres-
sure off the banks.”

Issuance has been on the rise
since the market for sub-investment-
grade companies reopened in May,
following a of dearth of new issues
last year. To date, sustained inflows
into high-yield bond mutual funds
have helped keep pace with demand
from issuers. But reduced return ex-
pectations and growing risks sug-
gest investors may be more wary.

While it is almost certain that Eu-
ropean default rates will rise, opin-
ions are split on what the peak will
be and when it will occur.

The outlook is worrying for Euro-
pean high-yield investors, who have
enjoyed a bull run since the begin-
ning of the year, with average re-
turns from the sector of more than
60%, according to Credit Suisse data.

While the stellar returns may be
at their end, and some companies
will default, investors are not expect-
ing to incur large losses. Investors
surveyed said returns will fall, with
the average expected returns over
six months of 8.87%, and 10.87%
over 12 months.

Two-thirds of the investors in-
volved in the survey believe issu-
ance will be between Œ10 billion ($15
billion) and Œ30 billion next year,
with one-fifth expecting Œ30 billion
to Œ40 billion. About Œ15 billion has
been issued this year. Last year,
Œ32 billion in high-yield bonds de-
nominated in euros and dollars
were issued globally, according to
Credit Suisse.

 —For more, visit
efinancialnews.com.

Re
ut

er
s

T H E WA L L ST R E ET JO U R NA L . MONDAY, OCTOBER 19, 2009 3

By Chip Cummins

RAS AL-KHAIMAH, United Arab
Emirates—Swiss pharmaceuticals
heir Ernesto Bertarelli on Saturday
took his 90-foot catamaran into the
Persian Gulf’s flat seas, where his Al-
inghi team hopes to defend the
America’s Cup in February.

Whether the race will actually
take place here on time—or at
all—is still uncertain. BMW Oracle
Racing, the team challenging Alin-
ghi in the two-boat match race, has
gone to court seeking to disqualify
Ras al-Khaimah as the venue. In a fil-
ing in New York Supreme Court, law-
yers for BMW Oracle say the city-
state, one of seven emirates that
make up the United Arab Emirates,
doesn’t comply with the 19th-cen-
tury document that governs the
cup.

BMW Oracle’s chief, software mo-
gul Larry Ellison, is also arguing
that Ras al-Khaimah, less than 160 ki-
lometers from Iran, could be a secu-
rity threat for an American chal-
lenger. His team, meanwhile, ques-
tions the emirate’s preparedness to
host the event.

Ras al-Khaimah officials have
scrambled to convince Mr. Ellison

and the world that the emirate is
ready and safe. Officials say dredg-
ing and channel-widening work, re-
quired to accommodate the two su-
per yachts, is finished.

A man-made island inside Ras al-
Khaimah’s natural harbor is already
home to three massive, air-condi-
tioned tents that house Alinghi’s
boat, its two masts and its sails. A
glass-enclosed hospitality tent is
up, and landscapers are busying lay-
ing down sod.

A judge is expected to hold a hear-
ing later this month on the venue. In
the meantime, Khater Massaad, ad-
visor to the emirate’s crown prince,
says he’s just waiting for specifica-
tions from BMW Oracle needed to
finish up their base camp.

“The base can be operational
three weeks from the day they de-
cide to come,” he said at a press con-
ference at the Al Hamra Golf Course
here, overlooking Alinghi’s base.

In a construction blitz following
the August announcement, Ras al-
Khaimah has so far spent $30 mil-
lion of a $50 million infrastructure-
improvement budget getting the
place ready, officials said.

The city-state, on the southeast-
ern tip of the Persian Gulf, lacks the

oil wealth of its neighbors, and de-
velopment here has lagged nearby
emirates Dubai and Abu Dhabi. Cam-
els and donkeys meander along
roads on the outskirts of the sand-
swept coastal strip, dotted with in-
dustrial parks and half-built luxury
real-estate developments.

The fight over the venue is the lat-
est in a series of legal battles dating
back to 2007 that have plagued the

race. The two sides have squabbled
over everything from when the race
should be held to the specifications
of the boats.

On Saturday, Mr. Bertarelli took
his latest swipe at Mr. Ellison, call-
ing the Oracle Corp. chief execu-
tive’s safety concerns unfounded.

“Come on, let’s get real,” Mr. Ber-
tarelli said. “Let’s go sailing.”

Alinghi said the team took the

boat out on the open sea for a brief
session on Friday. But Saturday’s
training was the official kick-off of
its training program.

Alinghi said it chose Ras al-
Khaimah, first and foremost, for its
weather—light breezes and flat
seas. On Saturday, the team got just
that. By midday, wind speed was
just three to four knots.

Alinghi has been accused of
choosing the light-wind Gulf as an
equalizer against what many see as
BMW Oracle’s more powerful trima-
ran. Initially on Saturday, some ob-
servers were surprised how slug-
gish Alinghi looked in a series of
tacks and sail changes in the desper-
ately light breeze.

That feeling dissipated though
during one late-session accelera-
tion by the boat. For a brief run, one
of the press boats alongside (very
unscientifically) pegged the catama-
ran moving at about 10 knots, in just
three knots of four knots of wind.

Brad Butterworth, Alinghi’s skip-
per, said the conditions would make
it likely the team will be able to be on
the water six days a week from here
until the match.

“It’s exactly like what we
thought it would be like,” he said.

Uncertainty prevails over America’s Cup
Alinghi starts training at Ras al-Khaimah even as BMW Oracle’s court challenge over venue awaits resolution

By Max Colchester

And Christina Passariello

PARIS—France’s specialized em-
broiderers, seamstresses, tailors
and hatmakers—once the backbone
of a thriving fashion business—are
today among the hardest-hit vic-
tims of the global slowdown in lux-
ury goods sales. As fashion houses
cancel orders and cut costs, these
small businesses are now turning to
the French government for help.

On Monday, France’s Prime Min-
ister Francois Fillon is scheduled to

host a meeting of government ad-
visers, luxury-goods executives
and artisans to discuss aid for the
country’s craftsmen. Among the di-
lemmas to be discussed are the fra-
gility of the sector and its impor-
tance to France’s image, and the dif-
ficulty in recruiting and training
young artisans, according to a gov-
ernment official. Tax breaks and
new rules on labeling—in particu-
lar to highlight the origin or artisa-
nal nature of a product—are being
considered though they may not be
announced right away, according

to government officials.
The number of small French busi-

nesses serving the high-end fashion
industry has shrunk to 115 in 2007
from 468 in 2000, according to the
French national statistics agency IN-
SEE. As a result, the number of
highly-skilled artisans employed in
France has dropped 80%, to 5,209 in
2007. Analysts say the situation has
worsened over the last year as con-
sumers around the world have cut
back on splurges. In a June report,
consultants Bain & Co. forecast that
the global luxury-goods market

would shrink 10% this year.
“In the long-term, France’s posi-

tion as a leader of fashion and cre-
ativity is at risk,” says Clarisse
Reille, a luxury-goods consultant
hired by France’s Industry Ministry
to help draw up an aid package for
France’s textile businesses. Orders
for luxury garments are down some
30% this year in France from 2008,
as consumers cut spending, says
Ms. Reille.

France’s world-famous fashion
industry has for decades relied on
“petites mains,” the artisans who
handcraft gowns, shoes and hats.
But their influence has been
steadily declining. The advent of
“ready-to-wear” clothing some 40
years ago began chipping away at
the importance of highly skilled arti-
sans as fashion houses started mak-
ing their clothes in large-scale and
more cost-efficient factories. In the
1980s and 1990s, designer brands
began shifting production of basic
products, such as T-shirts and
jeans, to Eastern Europe and North
Africa as a way to cut costs—even
though they kept their most intri-
cate stitching and embroidery with
small artisans in France and Italy.

Recently, however, some high-
end fashion brands have out-
sourced even their more complex
production abroad. With cheaper la-
bor abroad, many of France’s arti-
sans have been faced with a difficult
choice: go out of business or start
outsourcing themselves.

Cecile Henri Atelier, a Paris-
based embroidery company that
works for designer names such as
Christian Dior, Chanel and Azzaro,
has set up its own workshop in Mo-
rocco. The company sends some
ready-to-wear lines, such as embroi-
dered dresses and skirts, for produc-
tion in Marrakech, where it costs a
third of the price to embroider a gar-
ment than in Paris. All the initial de-
signs are done in Paris.

Sebastien Barilleau, director of
Cecile Henri Atelier, says that since
he began outsourcing six years ago
his sales have doubled. “Most em-
broiders need to outsource if they
are to survive,” Mr. Barilleau says.

In an attempt to preserve techni-
cal know-how and guarantee qual-
ity, some fashion houses have
sought to buy up the artisans them-
selves. Over the past 15 years,
Chanel has bought out several Paris-
based artisans who make garments
for “haute-couture,” the highest-
end of the designer clothes spec-
trum. Chanel bought Lesage, one of
France’s most prestigious embroi-
derers, and six other businesses, in-
cluding feather specialists and jew-
elers—without which Chanel
couldn’t make its most elaborate
clothes. “This is not an act of char-
ity,” says Bruno Pavlovsky, the presi-
dent of fashion at Chanel.

The companies Chanel bought
are allowed to do business with
other high-end fashion brands,
even though Chanel requires that
its own products are all sourced in
France.

Francois Lesage, creative direc-
tor of Lesage, says that while all his
designs are created in Paris, he has
been outsourcing about 15% of the
ready-to-wear orders the company
gets to Madras, India, since the late
1990s. “Does the master chef peel
the vegetables?” asks the 80-year-
old Mr. Lesage.

Another small company, Marty
SA has supplied hand-stitched
shirts and dresses to Yves Saint Lau-
rent, Chanel and other illustrious
French fashion houses for half a cen-
tury. But faced with a squeeze in or-
ders and pressure to cut costs,
owner Emmanuelle Marty says
she’s considering moving her pro-
duction elsewhere as well.

“When I see everyone else doing
it, I can’t help but think about it,”
she says.

France aims to address woes of nation’s fashion artisans

Francois Lesage, creative director of Lesage, one of France’s most prestigious embroiderers, shown in 2005 in his Paris shop.
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Alinghi on Saturday kicking off its training program. BMW Oracle, the team
challenging Alinghi, is seeking to disqualify Ras al-Khaimah as the venue.
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A leader delaying Lisbon Treaty? Czech
President Klaus, a committed euroskeptic, takes another turn in the spotlight with his continued refusal to sign

Klaus tries to halt EU treaty, but says move may be futile

November - December 
1989: Velvet Revolution overthrows 
communism in Czechoslovakia

December 1989: Václav Klaus 
becomes finance minister in the new 
federal government.

July 1992: Mr. Klaus becomes 
prime minister

January 1993: Czechoslovakia 
splits in two; Mr. Klaus remains prime 
minister of the Czech Republic.

December 1997: Mr. Klaus 
resigns as prime minister; later becomes 
speaker of the lower house of parliament.

March 2003: Mr. Klaus becomes 
Czech president after lengthy balloting 
in parliament.

December 2007: Mirek 
Topolánek, the Czech prime minister, 
signs the Lisbon Treaty along with other 
EU leaders.

March 2008: Mr. Klaus begins 
second term as president.

Oct. 2, 2009: Irish approve Lisbon 
Treaty in a referendum, making Mr. 
Klaus's signature the last real hurdle.

Source: WSJ Research

Czech President Václav Klaus (left) and Russia's President Dmitry Medvedev outside Moscow last week
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Man in the Spotlight | Václav Klaus’s long career in Czech politics

the treaty ensuring EU courts
couldn’t overrule Czech courts on
certain human-rights matters. He
raised the specter of Germans ex-
pelled from Czechoslovakia after
World War II petitioning EU courts
to get land back—a touchy issue.

The demand has triggered an-
other complication: The prime min-
ister of Slovakia now wants a simi-
lar concession, the Associated Press

reported Sunday, though Slovakia
has ratified the treaty. Slovakia split
with the Czech Republic in 1993.

Lawyers say a protocol would re-
quire the EU to reratify the
treaty—a time-consuming process
that would all but certainly kill it.

But in the newspaper interview
Mr. Klaus appeared more resigned.
“The train carrying the treaty is go-
ing so fast and it’s so far that it can’t
be stopped or returned, no matter

how much some of us would want
that,” he said in an interview with
Lidové Noviny, according to Agence
France-Presse.

On Friday, Czech Prime Minister
Jan Fischer said he was negotiating
with Mr. Klaus over a way to satisfy
his demand. One option is a political
promise by other leaders that they
will insert the protocol the next
time they write a treaty. Mr. Klaus
has been cold to that idea before.

Meanwhile, a court challenge
against the treaty mounted by sev-
eral senators allied with Mr. Klaus
continues. The court is expected to
meet Oct. 27, though there is no guar-
antee it will issue a ruling.

In a filing, Mr. Klaus wrote that
the treaty “contains commitments
that de facto mean giving up basic
attributes of the sovereign state.”
The court ruled in favor of the
treaty in another challenge last

year: Mr. Klaus and his allies say
this one is broader.

If Lisbon passes, “Europe will be
driven by Germany and France,”
says Jirí Oberfalzer, a Czech senator
challenging the Lisbon Treaty at the
constitutional court. “This ap-
proach means that our economies
are being pulled into the crazy con-
cept of centrally planned Europe.”
 —Leos Rousek

contributed to this article.

Continued from first page

LEADING THE NEWS

By Charles Forelle

PRAGUE—The European Union’s
Lisbon Treaty, meant to streamline
the bloc’s decision making and in-
crease its global clout, has been ap-
proved by 27 national parliaments
and, earlier this month, 1,214,268
voters in an Irish referendum.

For it to come into effect, one
more man needs to say yes: Czech
President Václav Klaus, a commit-
ted euroskeptic who so far has re-
fused to sign on.

His refusal has drawn the ire of
other EU leaders—and shined a spot-
light on a man never shy to be in its
glare. At the moment, Mr. Klaus is the
most-watched man in Europe, and the
“will-he-or-won’t-he” game plays on.

The delay already means the EU
won’t install a new cadre of top exec-
utives—supposed to happen in two
weeks’ time—until next year. Con-
tent a few months ago to steam pri-
vately while publicly proclaiming re-
spect for the Czech process, EU lead-
ers now are boiling over. “The mo-
ment of choice has arrived for him,
and it won’t be without conse-
quence,” French President Nicolas
Sarkozy told Le Figaro last week.

During the weekend, conflicting
signals emerged: In a legal filing
with the Czech high court (where al-
lies have tried to buy him some time
by lodging a last-ditch complaint
about the treaty), Mr. Klaus said Lis-
bon would strip the Czech Republic
of sacred sovereignty, but in a Satur-
day interview with a Czech newspa-
per he said it appeared too late to
stop the treaty.

Mr. Klaus’s intransigence has its
rootsinadeepskepticismoftheEuro-
peanprojectandanisolationborneof
hisstatusasaloneclassicalfree-mar-
ket liberal among leaders of a conti-
nent that has long tilted left.

But Mr. Klaus is more than just
stubborn. He is a deliberate provoca-
teur, a wily political combatant, an
irascible contrarian (global warming
ishiscurrentbugaboo),andthedomi-
nating presence of Czech politics for
two decades. He has been president
or prime minister for more than half
of the young democracy’s life.

To admirers, Mr. Klaus is a hero
raging against the EU machine. Opin-
ion polls show only a slight majority
of Czechs in favor of the treaty. His
detractors compare him to Herostra-
tus, the ancient Greek who burned
the temple of Artemis at Ephesus in
a misguided quest for fame.

“He has always been the same: ar-
rogant, self-confident—some would
say dogmatic—merciless,” says Du-
san Triska, an economist. “He loves
to discover your weak point and play
with it in public.” And Mr. Triska is
an admirer: Mr. Klaus’s friend for
more than 30 years, his colleague in
the post-Communist economic re-

forms and his academic collaborator
to the present day.

The office of the Czech Repub-
lic’s president is largely ceremonial—
the prime minister wields most exec-
utive power—but has a sort of
mythic status. The dissident leader
Václav Havel was its first occupant,
and he conceived it as a semi-monar-
chical post above the fray of politics.
(The president is chosen by parlia-
ment, not elected popularly.)

Mr. Klaus, by contrast, has
plunged in to the hurly-burly. His
supporters say he has every right to
balk at the Lisbon Treaty: The Czech
constitution requires the presi-
dent’s signature.

Critics say that authority
should be symbolic, like the Queen
of England’s.

“In this particular political issue,
thenation’ssovereigntyisKlaus’ssov-
ereignty,” says Bohumil Dolezal, a dis-
sident and Klaus adviser in the 1990s
whohas beensharplycritical inrecent
years.He“isusingtheholesinthecon-
stitution to increase his power.”

Mr. Klaus’s office declined an in-
terview request, and his top spokes-

men didn’t respond to repeated re-
quests for comment.

The Lisbon Treaty is a watered-
down version of the failed efforts at
a European constitution, which was
thwarted in 2005 after French and
Dutch voters rejected it amid con-
cerns that it would create a federal
superstate. Many of those worries
persist over the Lisbon Treaty. A
chief concern is that Lisbon lessens
the number of areas of law in which
national governments can veto EU
actions; the treaty also establishes
the powerful posts of EU president
and foreign minister.

In Ireland, the only country to
hold a referendum on Lisbon, voters
rejected it in June 2008: EU leaders
pleaded successfully with the Irish
government to run the vote again.

Roll the clock back 20 years, and
Mr. Klaus was a functionary at the
Czech national bank when the Vel-
vet Revolution swept Prague in No-
vember 1989. The dissidents—writ-
ers and poets, mostly—needed econ-
omists, and Mr. Havel selected Mr.
Klaus. He became finance minister
and showed early political skill.

He formed his own party, outma-
neuvered the dissidents and rose to
prime minister. Mr. Havel wanted to
create a West-German-style econ-
omy—social-democratic capital-
ism, heavy on regulation. Mr. Klaus
would have none of it.

He wanted “capitalism with no
adjectives,” Mr. Dolezal says. The re-
sult was a controversial experiment
in a free-wheeling market economy:
Hundreds of state-owned compa-
nies were handed to the people; ev-
eryone over the age of 18 could get a
booklet of shares, and they were in-
vited to trade them.

“It was like the beginning of capi-
talism 150 years ago,” says Jirí Dien-
stbier, a dissident leader who is now
a Czech senator, “without princi-
ples, without laws, without rules.”

Mr. Klaus was proud of the pro-
gram, called “voucher privatiza-
tion,” and he and Mr. Triska imag-
ined it would be hailed as a success
by the Western economists who
were their heroes, Mr. Triska said.

That didn’t happen.
Investment funds bought peo-

ple’s vouchers on the cheap, then

racked up fortunes. Scammers
cashed in, and the program was sav-
aged by prominent economists.

Despite the criticism, Mr. Klaus’s
early experiences left him con-
vinced that regulation was anath-
ema. It put him on a collision course
with the EU.

But the Czech political scene was
roiled, and party infighting brought
down Mr. Klaus’s government in
1997. He negotiated a soft landing
that made him speaker of parlia-
ment. In 2003, he engineered his
election as president.

Mr. Klaus drifted from the Civic
Democratic party, known by its
Czech initials ODS, that he founded.
ODS did badly in 2002 elections, and
Mr. Klaus ceded the party leader-
ship to Mirek Topolánek—who has
less-strident free-market views.

According to Petr Mach, a pro-
tégé of Mr. Klaus, Mr. Topolánek
agreed that ODS would demand a ref-
erendum before agreeing to the Lis-
bon Treaty. Instead, as prime minis-
ter a few years later, Mr. Topolánek
signed it. “Topolánek simply broke
this promise,” Mr. Mach said. “This
led Klaus to be more and more dis-
tant from the party.”

Mr. Topolánek’s office declined
an interview request.

The Lisbon Treaty dance has be-
come an opera bouffe. Last Wednes-
day, as European leaders waited ner-
vously to hear what Mr. Klaus would
do, he went to Russia to meet Presi-
dent Dmitry Medvedev, denounced
the treaty at a news conference, and
used the occasion to promote the
Russian-language version of his anti-
environmentalism book, “Blue
Planet in Green Shackles.” His cozy
relationship with Russia has un-
nerved European counterparts.

The week before, just after the
Irish vote, EU officials tried in vain
to get hold of Mr. Klaus. Swedish pre-
mier Fredrik Reinfeldt, who holds
the EU’s rotating presidency, com-
plained he couldn’t get Mr. Klaus to
return his calls. Mr. Klaus was in Al-
bania, heralding the publication of
“Blue Planet” in Albanian.

His provocations appear to have
done nothing to diminish his popu-
larity. As president, Mr. Klaus is ar-
guably the Czech Republic’s most
popular politician.

But the Lisbon Treaty affair is
trying public patience. “He’s a nar-
cissist,” said Frantisek Dostál, a
toolmaker, pausing in a shopping
gallery in central Prague, a few
yards from a satirical statue of the
Czech martyr St. Wenceslas riding
the belly of a horse strung upside
down from the ceiling. “He wants to
be seen.”

Says Vera Franková, a university
lecturer: “It’s another one of his ef-
forts to gain more visibility. The
fame has gone to his head.”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 17.20 $25.76 –0.15 –0.59%
Alcoa AA 20.60 14.07 –0.30 –2.05%
AmExpress AXP 8.90 35.16 –0.38 –1.07%
BankAm BAC 229.50 17.34 –0.76 –4.20%
Boeing BA 3.00 52.32 0.56 1.08%
Caterpillar CAT 5.60 54.31 –0.46 –0.84%
Chevron CVX 5.50 76.57 –0.12 –0.16%
CiscoSys CSCO 26.10 24.02 –0.35 –1.42%
CocaCola KO 5.80 54.98 0.06 0.11%
Disney DIS 7.80 29.43 0.20 0.68%
DuPont DD 3.70 34.14 –0.43 –1.24%
ExxonMobil XOM 12.00 72.74 –0.20 –0.27%
GenElec GE 125.70 16.11 –0.68 –4.05%
HewlettPk HPQ 12.10 47.90 –0.10 –0.21%
HomeDpt HD 7.40 27.28 –0.02 –0.07%
Intel INTC 54.00 20.22 –0.45 –2.18%
IBM IBM 12.80 122.35 –5.63 –4.40%
JPMorgChas JPM 20.70 46.39 –0.77 –1.63%
JohnsJohns JNJ 9.10 60.46 –0.48 –0.79%
KftFoods KFT 10.60 26.95 0.32 1.20%
McDonalds MCD 6.20 59.12 0.92 1.58%
Merck MRK 13.00 33.23 –0.07 –0.21%
Microsoft MSFT 36.70 26.42 –0.29 –1.09%
Pfizer PFE 44.50 17.84 0.18 0.99%
ProctGamb PG 6.80 57.22 –0.02 –0.04%
3M MMM 2.30 76.08 –0.69 –0.90%
TravelersCos TRV 2.60 48.78 0.23 0.47%
UnitedTech UTX 3.80 64.77 0.37 0.57%
Verizon VZ 10.20 29.02 –0.09 –0.31%
WalMart WMT 11.30 51.24 0.29 0.57%

Dow Jones Industrial Average P/E: 16
LAST: 9995.91 t 67.03, or 0.67%

YEAR TO DATE: s 1,219.52, or 13.9%

OVER 52 WEEKS s 1,143.69, or 12.9%

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

10500

10000

9500

9000

8500

8000
17 24 31 7 14 21 28

Aug.
4 11 18 25

Sept.
2 9 16
Oct.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

Behind Asia’s deals: Bank revenue rankings, Australia
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

UBS $254 16.0% 87% 7% 5% …%

Macquarie Group 181 11.4% 54% 1% 44% 1%

Deutsche Bank 180 11.3% 83% 10% 7% …%

JPMorgan 116 7.3% 60% 25% 14% 1%

Goldman Sachs 115 7.2% 56% 22% 22% …%

RBS 94 5.9% 79% 14% 5% 2%

Credit Suisse 77 4.8% 82% 10% 8% 1%

Citi 71 4.5% 45% 36% 19% …%

Westpac 50 3.2% 9% 56% …% 35%

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

TUI  823 –57 –87 –200 Lloyds TSB Bk  107 3 ... 2

Grohe Hldg  1245 –56 –195 –311 WestLB  93 3 –3 –6

M real  1290 –53 –117 –84 Royal Bk Scotland  110 3 –2 –1

Contl 450 –29 –83 –46 Nokia  49 3 1 5

Norske Skogindustrier  956 –28 –79 –69 Rep Italy 69 3 1 7

Havas 192 –27 –77 –155 Barclays Bk  79 3 –2 4

GKN Hldgs  247 –23 –43 –8 Vivendi 107 4 –6 –25

Stena Aktiebolag 549 –22 –85 –119 Prudential  69 5 –9 –49

Rhodia 459 –20 –37 –109 Caja de Ahorros del Mediterraneo 351 6 13 –85

Fiat 286 –19 –68 –107 J Sainsbury  110 12 4 29

Source: Markit Group

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

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

L.M. Ericsson Tel B Sweden Telecomms Equipment $31.1 72.60 1.97% 44.6% –47.5%

Royal Dutch Shell A U.K. Integrated Oil & Gas 108.1 20.49 1.74 13.8 –22.5

Total S.A. France Integrated Oil & Gas 147.2 42.15 0.68 15.7 –21.5

BP U.K. Integrated Oil & Gas 188.9 5.59 0.63 29.5 –7.1

Credit Suisse Grp Switzerland Banks 69.4 59.75 0.59 23.2 –19.5

Sanofi-Aventis S.A. France Pharmaceuticals $100.3 51.28 –4.27% 15.4 –27.0

ING Groep Netherlands Life Insurance 37.2 12.02 –4.26 63.9 –66.3

Deutsche Bk Germany Banks 50.6 54.83 –2.76 68.1 –43.8

Siemens Germany Diversified Industrials 90.5 66.56 –2.76 47.3 –6.6

BNP Paribas S.A. France Banks 96.3 54.70 –2.69 0.6 –34.8

...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

British Amer Tob 65.8 19.89 0.45% 19.8% 38.4%
U.K. (Tobacco)
ENI 107.3 18.00 0.45 12.5 –25.9
Italy (Integrated Oil & Gas)
BG Grp 66.7 11.40 0.35 57.6 62.3
U.K. (Integrated Oil & Gas)
Daimler 55.5 35.16 0.19 36.8 –15.1
Germany (Automobiles)
RWE 47.4 60.84 –0.26 4.0 –22.0
Germany (Multiutilities)
Unilever 51.8 20.33 –0.29 9.6 4.8
Netherlands (Food Products)
BHP Billiton 65.8 18.05 –0.39 101.5 76.9
U.K. (General Mining)
Nestle S.A. 155.3 43.40 –0.41 –1.2 2.0
Switzerland (Food Products)
UBS 66.0 18.91 –0.68 4.1 –72.9
Switzerland (Banks)
Astrazeneca 65.3 27.49 –0.69 17.8 –21.6
U.K. (Pharmaceuticals)
Tesco 48.5 3.78 –0.71 11.5 –3.4
U.K. (Food Rtlrs & Whlslrs)
SAP 63.0 34.54 –0.73 29.1 –11.9
Germany (Software)
Anglo Amer 48.2 22.00 –0.74 69.9 –11.3
U.K. (General Mining)
Diageo 43.0 9.54 –0.78 12.8 –0.5
U.K. (Distillers & Vintners)
Novartis 134.7 51.95 –0.95 –12.7 –31.7
Switzerland (Pharmaceuticals)
Nokia 50.6 9.09 –0.98 –27.3 –41.0
Finland (Telecomms Equipment)
Roche Hldg Part. Cert. 111.8 162.30 –0.98 –7.5 –25.6
Switzerland (Pharmaceuticals)
Rio Tinto 73.0 29.16 –1.04 56.9 25.2
U.K. (General Mining)
Banco Bilbao Viz 68.4 12.27 –1.09 25.4 –34.2
Spain (Banks)
GlaxoSmithKline 117.5 12.58 –1.14 10.0 –15.3
U.K. (Pharmaceuticals)

Iberdrola S.A. 48.8 6.24 –1.27% 5.8% –30.2%
Spain (Conventional Electricity)
France Telecom 68.6 17.42 –1.28 –15.1 –7.8
France (Fixed Line Telecomms)
GDF Suez 99.3 29.55 –1.29 2.7 –4.1
France (Multiutilities)
Allianz SE 58.0 86.17 –1.31 19.3 –40.3
Germany (Full Line Insurance)
UniCredit 68.0 2.73 –1.36 38.7 –50.9
Italy (Banks)
Intesa Sanpaolo 54.7 3.10 –1.51 3.1 –41.9
Italy (Banks)
ABB 49.7 21.82 –1.53 32.8 26.5
Switzerland (Industrial Machinery)
Deutsche Telekom 61.0 9.40 –1.57 –17.6 –26.3
Germany (Mobile Telecomms)
Assicurazioni Gen 43.7 18.85 –1.62 –8.0 –31.3
Italy (Full Line Insurance)
E.ON 77.8 26.14 –1.66 –8.9 –16.7
Germany (Multiutilities)
Telefonica S.A. 131.7 18.82 –1.77 22.7 31.9
Spain (Fixed Line Telecomms)
BASF 53.9 39.40 –1.77 60.7 17.9
Germany (Commodity Chemicals)
HSBC Hldgs 195.2 6.94 –1.96 –0.1 –20.7
U.K. (Banks)
Barclays 67.0 3.72 –2.01 68.4 –46.4
U.K. (Banks)
ArcelorMittal 61.5 26.49 –2.05 19.2 –16.8
Luxembourg (Iron & Steel)
Vodafone Grp 126.8 1.33 –2.06 14.7 3.7
U.K. (Mobile Telecomms)
Soc. Generale 51.8 47.11 –2.08 9.7 –59.3
France (Banks)
Banco Santander 136.1 11.22 –2.43 29.7 –9.8
Spain (Banks)
Bayer 58.5 47.53 –2.60 20.3 17.9
Germany (Specialty Chemicals)
AXA S.A. 59.7 19.20 –2.61 16.9 –37.1
France (Full Line Insurance)

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 0.04% 0.34% 2.0% 6.8% 8.6%
Event Driven 0.70% 2.07% 6.2% 13.2% -0.3%
Equity Market Neutral 0.83% -0.29% -1.5% -4.6% -9.2%
Equity Long/Short 0.65% 0.59% 3.5% 4.9% -1.1%

*Estimates as of 10/15/09, 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 0.83 100.82% 0.01% 1.00 0.78 0.87

Eur. High Volatility: 12/1 1.37 98.24 0.01 1.76 1.34 1.52

Europe Crossover: 12/1 5.10 99.58 0.05 6.15 5.02 5.65

Asia ex-Japan IG: 12/1 0.96 100.20 0.01 1.26 0.96 1.11

Japan: 12/1 1.18 99.08 0.01 1.53 0.99 1.26

 Note: Data as of October 15

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Darling pushed on budget
Business group urges
an earlier balancing
by cutting spending

U.K. Chancellor of the Exchequer Alistair Darling is expected to set out his tax and
spending plans and economic forecasts in the next few weeks.

LEADING THE NEWS

By Laurence Norman

LONDON—U.K. Chancellor of the
Exchequer Alistair Darling should an-
nounce plans to balance the budget
two years earlier than planned, paid
for by knocking an extra £120 billion
($196 billion) off public spending,
the country’s leading business lobby
group said Monday.

Warning that market confidence
in British debt could be shaken with-
out a credible plan, the Confedera-
tion of British Industry said the trea-
sury should seek to balance the bud-
get by the 2015 financial year, which
ends March 2016, or two years
ahead of the current schedule.

“Without a fully credible plan for
achieving budget balance, there is a
danger that the sterling adjustment
becomes disorderly and risk [premi-
ums] on U.K. debt go up,” CBI Direc-
tor-General Richard Lambert wrote

in a letter sent to the chancellor.
The confederation’s proposals

come ahead of the pre-budget re-
port in which Mr. Darling will set out
his tax and spending plans and eco-
nomic forecasts. The date of that re-
port hasn’t been set, but it is ex-
pected in the next few weeks.

With the recession taking a big
bite out of tax receipts, Britain is ex-
pected to run a budget deficit of
some £175 billion this year and next,
amounting to some 12% of gross do-
mestic product.

To meet its 2015 balanced budget
target, the CBI says the increase in
nominal-spending growth should be
slowed to 2% per year from 2012-15,
versus the current 3% increase
marked in now. That would cut public
spending by £70 billion from the cur-
rent plans. The CBI also suggests the
public sector’s total wage bill should
be frozen at 2010 levels for two years,
which would save some £19 billion.

To achieve the needed spending
cuts without hitting front-line pub-
lic services, the CBI proposes a radi-
cal shake-up of public service deliv-
ery to achieve another £136 billion
in efficiency savings.

The CBI said it had no estimate of
how many jobs would be lost from
its spending proposals. It added,
though, that closing the deficit
shouldn’t be done through further
tax increases.

To further enhance the credibil-
ity of the debt-reduction plans, the
CBI suggests an independent Fiscal
Policy Committee to “scrutinize the
government’s public finance and
economic forecasts,” Mr. Lambert
wrote. The business group also says
Mr. Darling should establish new fis-
cal rules to replace the abandoned
Golden rules, which promised to
keep net debt to GDP under 40% and
balance the budget, excluding in-
vestment, over the economic cycle.

The CBI’s proposals seem to line
the group up closely with Conserva-
tive party’s ideas. They have also
called for public spending cuts to
achievefasterdebtreductionandhave
promisedanOfficeforBudgetRespon-
sibility to review government plans.

However, the CBI sided with
Prime Minister Gordon Brown on
the need to avoid spending cuts dur-
ing the recession. Messrs. Brown
and Darling argue that spending

cuts too soon would create a double-
dip recession. They promise a gen-
tler approach that aims to halve the
deficit over the next four years.

The Conservatives have said
they would start cutting spending
next year if they win power. The CBI
said significant spending cuts
should start in 2012.

Meanwhile, Ernst & Young’s ITEM
Club said it believed the U.K. econ-

omy will grow just 1% next year after
a projected decline of 4.5% in 2009.

In a report, the economic group
said it expects demand to be sub-
dued by global economic and
credit market weakness and “to re-
lapse as tax holdings and other gov-
ernment-support programs draw
to an end.”
 —Nicholas Winning

contributed to this article.
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Strengthen U.S.–Southeast European relations through
specialized visibility given to the region in Washington.

Educate the Washington policymaking and European
diplomatic community on issues impacting the region
through a range of public events and publications.

Generate recommendations for U.S. policy toward
the Southeast European region.

Janusz Bugajski, one of the foremost Balkan analysts
in Washington, will serve as the inaugural chair holder.

The Lavrentis Lavrentiadis Chair in
Southeast European Studies will:
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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.

2.21% 2 DJ Global Index -a % % 224.22 –0.90% 26.6% 4.12% 14 U.S. Select Dividend -b % % 623.52 –0.49% –0.7%

1.88% 20 Global Dow 1228.20 –0.46% 10.0% 1940.53 –0.88% 21.7% 3.95% 17 Infrastructure 1365.00 –0.04% 4.3% 1937.85 –0.36% 15.5%

2.75% 47 Stoxx 600 245.60 –0.69% 14.6% 272.85 –1.11% 26.8% 1.40% 9 Luxury 861.80 –1.21% 36.5% 1086.93 –1.63% 50.9%

2.89% 36 Stoxx Large 200 261.10 –0.75% 11.7% 288.55 –1.16% 23.5% 5.65% 6 BRIC 50 425.40 –0.57% 71.3% 603.98 –0.89% 89.6%

2.12% -63 Stoxx Mid 200 233.90 –0.50% 29.4% 258.44 –0.92% 43.1% 2.78% 15 Africa 50 748.40 0.12% 7.2% 706.61 –0.30% 18.5%

2.15% 150 Stoxx Small 200 149.70 –0.25% 32.9% 165.36 –0.67% 47.0% 3.17% 10 GCC % % 1541.35 –0.01% –24.3%

2.77% 40 Euro Stoxx 272.40 –1.27% 17.1% 302.67 –1.69% 29.5% 2.71% 18 Sustainability 798.30 –0.79% 12.4% 1003.66 –1.11% 24.4%

2.89% 34 Euro Stoxx Large 200 287.60 –1.36% 14.7% 317.55 –1.78% 26.9% 2.17% 14 Islamic Market -a % % 1920.04 –0.64% 30.2%

2.20% 76 Euro Stoxx Mid 200 262.70 –1.00% 27.2% 289.92 –1.42% 40.7% 2.54% 14 Islamic Market 100 1605.40 –0.34% 8.4% 2045.90 –0.66% 20.0%

2.26% -52 Euro Stoxx Small 200 169.10 –0.57% 34.3% 186.54 –0.99% 48.6% 2.54% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1451.40 –0.59% 11.7% 1847.82 –1.01% 23.5% 1.86% 22 DJ U.S. TSM % % 11219.38 –0.84% 17.9%

3.96% 15 Euro Stoxx Select Div 30 1723.40 –1.00% 15.0% 2202.62 –1.42% 27.2% % DJ-UBS Commodity 124.30 1.18% –12.0% 134.32 0.75% –2.7%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.0927 1.7861 1.0713 0.1568 0.0371 0.1937 0.0120 0.2946 1.6254 0.2183 1.0506 ...

 Canada 1.0401 1.7001 1.0197 0.1492 0.0353 0.1843 0.0114 0.2804 1.5471 0.2078 ... 0.9518

 Denmark 5.0055 8.1817 4.9074 0.7181 0.1700 0.8872 0.0551 1.3495 7.4457 ... 4.8125 4.5808

 Euro 0.6723 1.0989 0.6591 0.0964 0.0228 0.1192 0.0074 0.1812 ... 0.1343 0.6464 0.6152

 Israel 3.7093 6.0630 3.6365 0.5322 0.1260 0.6574 0.0408 ... 5.5175 0.7410 3.5662 3.3945

 Japan 90.8800 148.5479 89.0980 13.0384 3.0868 16.1072 ... 24.5009 135.1840 18.1560 87.3762 83.1688

 Norway 5.6422 9.2225 5.5316 0.8095 0.1916 ... 0.0621 1.5211 8.3928 1.1272 5.4247 5.1635

 Russia 29.4417 48.1239 28.8644 4.2239 ... 5.2181 0.3240 7.9374 43.7945 5.8819 28.3066 26.9436

 Sweden 6.9702 11.3931 6.8335 ... 0.2367 1.2354 0.0767 1.8791 10.3682 1.3925 6.7015 6.3788

 Switzerland 1.0200 1.6672 ... 0.1463 0.0346 0.1808 0.0112 0.2750 1.5172 0.2038 0.9807 0.9335

 U.K. 0.6118 ... 0.5998 0.0878 0.0208 0.1084 0.0067 0.1649 0.9100 0.1222 0.5882 0.5599

 U.S. ... 1.6345 0.9804 0.1435 0.0340 0.1772 0.0110 0.2696 1.4875 0.1998 0.9614 0.9152

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 372.00 –1.00 –0.27% 707.00 302.00
Soybeans (cents/bu.) CBOT 977.50 –5.50 –0.56 1,557.50 670.00
Wheat (cents/bu.) CBOT 498.75 –6.25 –1.24 1,155.75 439.25
Live cattle (cents/lb.) CME 85.800 0.150 0.18% 116.900 83.400
Cocoa ($/ton) ICE-US 3,273 6 0.18 3,329 1,961
Coffee (cents/lb.) ICE-US 142.85 5.10 3.70 189.00 112.00
Sugar (cents/lb.) ICE-US 23.91 0.06 0.25 26.25 11.91
Cotton (cents/lb.) ICE-US 68.21 0.57 0.84 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,178.00 67 3.17 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,119 –8 –0.38 2,185 1,187
Robusta coffee ($/ton) LIFFE 1,460 17 1.18 2,256 1,275

Copper (cents/lb.) COMEX 284.55 –1.35 –0.47 378.00 131.15
Gold ($/troy oz.) COMEX 1051.50 0.90 0.09 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1742.00 0.50 0.03 2,200.00 740.00
Aluminum ($/ton) LME 1,900.00 –3.00 –0.16 2,174.00 1,288.00
Tin ($/ton) LME 14,425.00 150.00 1.05 15,700.00 9,750.00
Copper ($/ton) LME 6,190.00 –10.00 –0.16 6,499.00 2,815.00
Lead ($/ton) LME 2,194.00 –6.00 –0.27 2,459.50 870.00
Zinc ($/ton) LME 2,032.00 –168.00 –7.64 2,200.00 1,065.00
Nickel ($/ton) LME 18,675 –100 –0.53 21,150 9,000

Crude oil ($/bbl.) NYMEX 79.02 0.94 1.20 146.86 22.50
Heating oil ($/gal.) NYMEX 2.0627 0.0148 0.72 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 1.9941 0.0339 1.73 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 5.713 0.300 5.54 12.750 4.340
Brent crude ($/bbl.) ICE-EU 76.99 0.76 1.00 149.27 45.99
Gas oil ($/ton) ICE-EU 632.75 9.50 1.52 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 16
Per In

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

Argentina peso-a 5.6842 0.1759 3.8213 0.2617

Brazil real 2.5492 0.3923 1.7138 0.5835
Canada dollar 1.5471 0.6464 1.0401 0.9614

1-mo. forward 1.5471 0.6464 1.0401 0.9615
3-mos. forward 1.5470 0.6464 1.0400 0.9615
6-mos. forward 1.5476 0.6461 1.0404 0.9611

Chile peso 813.81 0.001229 547.10 0.001828
Colombia peso 2746.63 0.0003641 1846.48 0.0005416
Ecuador US dollar-f 1.4875 0.6723 1 1
Mexico peso-a 19.5569 0.0511 13.1475 0.0761
Peru sol 4.2490 0.2353 2.8565 0.3501
Uruguay peso-e 30.419 0.0329 20.450 0.0489
U.S. dollar 1.4875 0.6723 1 1
Venezuela bolivar 3.19 0.313076 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6254 0.6152 1.0927 0.9152
China yuan 10.1548 0.0985 6.8268 0.1465
Hong Kong dollar 11.5281 0.0867 7.7500 0.1290
India rupee 68.7374 0.0145 46.2100 0.0216
Indonesia rupiah 13975 0.0000716 9395 0.0001064
Japan yen 135.18 0.007397 90.88 0.011004

1-mo. forward 135.16 0.007399 90.86 0.011006
3-mos. forward 135.10 0.007402 90.82 0.011011
6-mos. forward 134.98 0.007408 90.75 0.011020

Malaysia ringgit-c 5.0151 0.1994 3.3715 0.2966
New Zealand dollar 2.0146 0.4964 1.3544 0.7384
Pakistan rupee 123.611 0.0081 83.100 0.0120
Philippines peso 69.020 0.0145 46.400 0.0216
Singapore dollar 2.0731 0.4824 1.3937 0.7175
South Korea won 1718.29 0.0005820 1155.15 0.0008657
Taiwan dollar 47.987 0.02084 32.260 0.03100
Thailand baht 49.735 0.02011 33.435 0.02991

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

Euro zone euro 1 1 0.6723 1.4875
1-mo. forward 1.0001 0.9999 0.6723 1.4874
3-mos. forward 1.0004 0.9996 0.6725 1.4869
6-mos. forward 1.0011 0.9989 0.6730 1.4858

Czech Rep. koruna-b 25.819 0.0387 17.357 0.0576
Denmark krone 7.4457 0.1343 5.0055 0.1998
Hungary forint 267.41 0.003740 179.77 0.005563
Norway krone 8.3928 0.1192 5.6422 0.1772
Poland zloty 4.2085 0.2376 2.8293 0.3535
Russia ruble-d 43.795 0.02283 29.442 0.03397
Sweden krona 10.3682 0.0964 6.9702 0.1435
Switzerland franc 1.5172 0.6591 1.0200 0.9804

1-mo. forward 1.5170 0.6592 1.0198 0.9806
3-mos. forward 1.5165 0.6594 1.0195 0.9809
6-mos. forward 1.5154 0.6599 1.0188 0.9816

Turkey lira 2.1732 0.4602 1.4610 0.6845
U.K. pound 0.9100 1.0989 0.6118 1.6345

1-mo. forward 0.9102 1.0987 0.6119 1.6343
3-mos. forward 0.9105 1.0984 0.6121 1.6338
6-mos. forward 0.9107 1.0981 0.6122 1.6334

MIDDLE EAST/AFRICA
Bahrain dinar 0.5608 1.7833 0.3770 2.6526
Egypt pound-a 8.1455 0.1228 5.4760 0.1826
Israel shekel 5.5175 0.1812 3.7093 0.2696
Jordan dinar 1.0527 0.9499 0.7077 1.4130
Kuwait dinar 0.4255 2.3502 0.2861 3.4959
Lebanon pound 2233.48 0.0004477 1501.50 0.0006660
Saudi Arabia riyal 5.5785 0.1793 3.7503 0.2666
South Africa rand 10.9391 0.0914 7.3540 0.1360
United Arab dirham 5.4637 0.1830 3.6731 0.2723

SDR -f 0.9342 1.0705 0.6280 1.5923

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 600 245.58 –1.70 –0.69% 24.7% 14.6%

 21 DJ Stoxx 50 2468.59 –21.71 –0.87 19.5% 8.9%

 40 Euro Zone DJ Euro Stoxx 272.41 –3.52 –1.27 22.3% 17.1%

 18 DJ Euro Stoxx 50 2893.53 –45.56 –1.55 18.0% 14.3%

 17 Austria ATX 2725.23 –12.77 –0.47 55.7% 35.5%

 14 Belgium Bel-20 2578.14 –6.25 –0.24 35.1% 27.9%

 12 Czech Republic PX 1156.1 –6.1 –0.52 34.7% 37.2%

 19 Denmark OMX Copenhagen 316.17 –0.37 –0.12 39.8% 15.1%

 14 Finland OMX Helsinki 6236.34 –7.95 –0.13 15.4% 2.6%

 16 France CAC-40 3827.60 –56.23 –1.45 18.9% 14.9%

 20 Germany DAX 5743.39 –87.38 –1.50 19.4% 20.1%

 … Hungary BUX 21137.98 –130.94 –0.62 72.7% 63.5%

 19 Ireland ISEQ 3266.51 –52.05 –1.57 39.4% 20.1%

 13 Italy FTSE MIB 24152.34 –187.42 –0.77 24.1% 11.6%

 … Netherlands AEX 322.31 –2.88 –0.89 31.1% 27.8%

 14 Norway All-Shares 390.37 0.45 0.12% 44.5% 38.8%

 17 Poland WIG 38470.30 –156.13 –0.40 41.3% 34.4%

 18 Portugal PSI 20 8816.26 –29.86 –0.34 39.0% 31.8%

 … Russia RTSI 1408.68 –25.67 –1.79% 122.9% 111.0%

 11 Spain IBEX 35 11676.4 –173.3 –1.46 27.0% 20.9%

 15 Sweden OMX Stockholm 289.70 0.44 0.15% 41.9% 43.7%

 14 Switzerland SMI 6345.26 –37.93 –0.59 14.6% 4.0%

 9 Turkey ISE National 100 49790.74 –1227.13 –2.41 85.3% 92.5%

 14 U.K. FTSE 100 5190.24 –32.71 –0.63 17.1% 27.7%

 41 ASIA-PACIFIC DJ Asia-Pacific 122.33 –0.81 –0.66 30.7% 34.7%

 … Australia SPX/ASX 200 4836.4 –23.5 –0.48 29.9% 21.8%

 32 China CBN 600 25951.72 32.87 0.13 75.8% 78.0%

 21 Hong Kong Hang Seng 21929.90 –69.18 –0.31 52.4% 50.7%

 20 India Sensex 17322.82 127.62 0.74 79.6% 73.7%

 … Japan Nikkei Stock Average 10257.56 18.91 0.18 15.8% 18.0%

 … Singapore Straits Times 2708.12 –4.03 –0.15 53.7% 44.2%

 11 South Korea Kospi 1640.36 –18.63 –1.12 45.9% 38.9%

 1 AMERICAS DJ Americas 289.29 –2.52 –0.86 27.9% 22.2%

 … Brazil Bovespa 66200.48 –502.83 –0.75 76.3% 81.9%

 20 Mexico IPC 30726.30 –291.43 –0.94 37.3% 51.3%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 16, 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* 298.49 0.35% 31.1% 1.3%

2.50% 25 World (Developed Markets) 1,166.65 0.35% 26.8% –1.3%

2.30% 26 World ex-EMU 135.26 0.43% 25.7% –2.2%

2.40% 28 World ex-UK 1,164.67 0.25% 26.1% –1.2%

3.00% 26 EAFE 1,602.32 0.37% 29.5% 3.2%

2.20% 19 Emerging Markets (EM) 975.79 0.38% 72.1% 24.0%

3.50% 17 EUROPE 85.93 0.11% 23.8% –4.0%

3.70% 19 EMU 188.56 –0.06% 32.7% 3.1%

3.30% 21 Europe ex-UK 95.87 –0.30% 23.6% –1.8%

4.10% 15 Europe Value 99.17 0.04% 27.9% –2.1%

2.80% 19 Europe Growth 72.25 0.18% 19.6% –6.0%

2.50% 18 Europe Small Cap 159.74 0.14% 58.2% 10.3%

2.10% 10 EM Europe 274.55 –1.32% 72.9% –6.1%

3.80% 12 UK 1,553.10 –0.65% 18.1% 6.7%

2.70% 21 Nordic Countries 132.11 –1.46% 34.7% –0.4%

1.50% 9 Russia 753.69 –1.59% 82.8% –6.9%

2.90% 13 South Africa 693.23 –0.01% 19.7% 11.1%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 412.00 0.70% 66.6% 27.5%

1.30% -41 Japan 561.15 1.20% 5.9% –17.8%

2.00% 19 China 63.58 0.41% 55.9% 38.5%

0.90% 20 India 690.45 –0.04% 87.0% 35.7%

0.80% 26 Korea 469.44 0.67% 52.9% 17.3%

2.70% 415 Taiwan 280.80 0.47% 62.0% 25.5%

1.90% 32 US BROAD MARKET 1,217.42 0.36% 23.9% –5.0%

1.30% -17 US Small Cap 1,663.10 0.02% 33.4% –2.8%

3.30% 15 EM LATIN AMERICA 4,096.25 0.85% 97.2% 28.6%

*Twenty-three developed and 26 emerging markets Source: MSCI Barra
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Panasonic adds to push into Europe, India
Factories outside Japan will make the most of lower local costs as part of aggressive plan to raise sales

TOKYO—Consumer electronics
maker Panasonic Corp., which al-
ready has a big chunk of Japan’s
home appliance market, is accelerat-
ing its push into Europe and India
by considering local production in
those regions to take advantage of
lower costs.

The move comes as the Osaka-
based electronics giant last month
launched an aggressive plan aimed
at raking in one trillion yen ($11 bil-
lion) in revenue sometime after the
year ending March 2011 from so-
called white goods, such as washing
machines and refrigerators.

Panasonic, well-known for its
televisions and consumer electronic
products, is forecasting room for
growth outside Japan for its white
goods. At home, the market for
these appliances is already crowded
with other big Japanese names such
as Toshiba Corp. and Hitachi Ltd.

”When it comes to white goods,
Panasonic has a big share [at home]
but it would be hard to raise it up to
50% or so,” said Kazunori Takami,
Panasonic’s managing director who
heads its home appliance division.

Currently, Panasonic is one of
the top brands at home, grabbing a
20%-plus share of the white goods
market.

Localizing production would help
Panasonic cut costs in distribution
and manufacturing and make quick
deliveries in a tough game to catch
up with solid European brands like
Electrolux AB and Miele.

European brands dominated the
refrigerator market in Western Eu-
rope, wrestling about a 68% share in
2008, followed by American brands
with 7.3%, according to Euromonitor
International, a London-based re-
search firm. European brands also

had 64% of the washing machine
market.

Such a benefit would also be a
prerequisite for the Japanese sup-
plier to appeal to the masses in the
emerging Indian market, where Ko-
rean vendor Samsung Electronics
Co. offers locally made and fully au-
tomatic washing machines for as lit-
tle as $220.

Panasonic, which tapped into the
European market in March, sells
top-end washing machines for be-
tween €600 and €800 ($895 and
$1,190) and refrigerators for about
€1,000 in a bid to build up the brand
image as a supplier of premium

goods. Now, it is planning to come
up with less-expensive products as
early as next year to attract less-af-
fluent buyers.

By expanding its target segment
further and its product lineup, it
could shift partial or entire produc-
tion from China to Europe in “three,
or four to five years” to cut costs in
distribution, Mr. Takami said.

”We can’t rely on China perma-
nently...we’re now doing thorough
research for our global strategy.”

The executive said it’s uncertain
where a new plant would be located,
but he didn’t rule out the possibility
of making products in Europe. One

focal point to consider would be
whether Panasonic would ship prod-
ucts from the new plant mainly to
Europe or other areas.

Mr. Takami said his ideal view is
that Panasonic’s European white
goods sales will generate about 10%
of its one trillion global revenue tar-
get. It expects its European white
goods sales to nearly double to 70
billion yen in the year ending March
2013 from 36 billion yen estimated
for the current fiscal year ending
March 2010.

Panasonic plans to take a differ-
ent approach in India, aiming to tar-
get the middle-income segment

quickly. ”We’ll aim at a lower [price]
segment” in India than in Europe by
bringing in more products next year,
he said.

Panasonic may also move faster
to consider building a plant in India
to shift production from Thailand.

The executive didn’t give a target
for India sales, but noted that he ex-
pects Chinese white goods sales to
account for 10%, and Southeast
Asian white goods sales to account
for more than 10% of its one trillion
yen target.

Panasonic sees emerging mar-
kets—defined by the company as
Brazil, Russia, India, China, Viet-
nam, Mexico, Indonesia, Nigeria,
Turkey and the Balkan states—over-
taking North America and Europe as
the biggest overseas market for its
overall consumer products by 2013.

”Panasonic will have to take
quick action to meet local demand
with price-competitive and distin-
guished products,” said Osamu Hi-
rose, an analyst at Tokai Tokyo Re-
search Center Co.

—Daisuke Wakabayashi
contributed to this article.

BY YUZO YAMAGUCHI

A visitor looked at Panasonic television sets at the IFA technology trade fair in Berlin last month.
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Plugged in
Share of Panasonic’s total revenue
by region in the year ending March
2009

China
11%

Japan
53%

Asia
11%

Europe
12%

Americas
13%

Total
revenue:
¥7.8 tril.

Nokia, Sony Ericsson hunt for higher profit margins
Mobile handset makers Nokia

Corp. and Sony Ericsson are hoping
that their new high-end products
over the holiday season will help lift
profit margins amid intensifying
competition.

The economic slowdown and
sluggish consumer spending have
eroded sales and margins at both
companies. Meanwhile, high-end
competition has increased as rivals
such as Apple Inc. and Samsung
Electronics Co. have released de-
vices including the iPhone 3GS and
the Samsung Jet smart phone.

Nokia’s earnings on Thursday
showed that even as the company
raised its outlook for mobile-phone-
industry volumes in 2009, its share
of the smart-phone segment had
fallen. On Friday, Finland-based
Nokia installed new leaders of its
cellphone division: Chief Financial
Officer Rick Simonson will head a
new mobile-phone unit, and the
company’s global marketing vice
president, Jo Harlow, will head a
new smart-phone unit.

The two new units are consistent
with the company’s desire to unify
its phone offerings and the services
it offers over the phones, a spokes-
man for Nokia, Thomas Jonsson,
said Friday.

The market polarization between
inexpensive low-end phones and ad-
vanced high-margin devices is con-
tinuing, Sony Ericsson Chief Execu-
tive Bert Nordberg said Friday. Mr.
Nordberg added that his company
will focus on gaining value shares in
the high end of the market.

He said launching the right prod-
ucts will be crucial for Sony Erics-
son to return to a profit, and that
the company will have to continue
investing in product development.

Nokia and Sony Ericsson also
have to fend off mobile operators
looking for new sources of revenue.
Vodafone Group PLC last month an-
nounced Vodafone 360, a service
that brings together customers’ mo-
bile and messaging contacts with
their online social-networking infor-
mation. U.K.-based Vodafone is to
launch the service by Christmas.

Nokia and Sony Ericsson have
several new high-end devices they
hope will appeal to customers who

increasingly demand a slick inter-
face so they can access applications
on the move. These include new
touch-screen smart phones. Nokia
also is offering a netbook computer
and a new take on the company’s
popular N97 high-end mobile phone.

While Nokia has long relied on
its Symbian operating system, which
is increasingly perceived as slow
and less user-friendly than rival mo-
bile-phone platforms, it is about to
launch the N900, its first mobile
phone powered by the applications-
friendly Linux platform.

Sony Ericsson, meanwhile, has
started to ship the company’s new
Satio flagship phone.

Both companies aim for the
launches to primarily boost profit
margins rather than market share.

Nokia also hopes to boost its
gross margin and profit by launch-
ing an increasing number of touch-
screen and full-keyboard devices,
Mr. Simonson told Dow Jones News-
wires. He added that those efforts
would be more important than gain-
ing market share.

The question is whether all these
initiatives are groundbreaking
enough to get ahead of the competi-
tion. Sony Ericsson’s Satio comes
with a touch screen and good music
and imaging quality, but most com-
petitors already have put a number

of touch screens onto the market.
Likewise, Nokia’s N97 mini is essen-
tially a trimmed-down version of its
old N97 high-end phone, and while
the N900 may offer an operating
system that is good for applications,
it will make up only a fraction of to-
tal sales so it will take more
launches of the same kind to move
the company’s profit margin.

Sony Ericsson, a joint venture
between L.M. Ericsson Telephone
Co. of Sweden and Sony Corp. of
Japan, said Friday that its third-
quarter net loss widened to €164
million ($244 million) from €25 mil-
lion a year earlier. The most recent
loss was narrower than the loss of
€227 million that analysts had ex-
pected, as margins improved and
the company cut costs. Sales fell
42% to €1.62 billion, below expecta-
tions for €1.71 billion.

The company kept its guidance
for a 10% industry volume contrac-
tion in 2009 from 2008, although it
said the rate of decline is slow-
ing.Sony Ericsson’s market share
has fallen over the past year, while
Nokia’s share of the handset market
has remained largely flat. An in-
creasing part of the market has
been taken over by South Korean ri-
vals Samsung and LG Electronics
Inc. and, in the high-end smart-
phone segment, by Apple.

BY GUSTAV SANDSTROM

Balancing act
Nokia and Sony Ericsson are banking on sales of new products to expand
their market shares and profits
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/13 SAR 6.16 30.0 –3.7 NS

EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/15 USD 351.11 43.0 43.1 6.6

Sel Emerg Mkt Equity GL EQ GGY 10/15 USD 212.56 62.3 50.0 –12.8

Sel Euro Equity EUR US EQ GGY 10/15 EUR 97.48 30.6 8.9 –22.0

Sel European Equity EU EQ GGY 10/15 USD 193.06 40.4 28.2 –19.6

Sel Glob Equity GL EQ GGY 10/15 USD 192.70 34.2 26.5 –19.4

Sel Glob Fxd Inc GL BD GGY 10/15 USD 142.53 10.5 11.4 –0.5

Sel Pacific Equity AS EQ GGY 10/15 USD 149.59 65.5 50.5 –10.5

Sel US Equity US EQ GGY 10/15 USD 123.23 22.3 20.9 –17.2

Sel US Sm Cap Eq US EQ GGY 10/15 USD 174.85 33.7 31.4 –17.4

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/15 EUR 28.98 10.5 –13.6 –42.6

MP-TURKEY.SI OT OT SVN 10/15 EUR 33.15 69.7 35.6 –21.6

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 10/15 EUR 3.60 71.4 –2.4 –38.5

Parex Eastern Europ Bal OT OT LVA 10/15 EUR 13.21 54.0 15.0 –3.1

Parex Eastern Europ Bd EU BD LVA 10/15 USD 14.33 64.3 24.7 2.8

Parex Russian Eq EE EQ LVA 10/15 USD 19.71 127.6 65.1 –17.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 10/15 EUR 108.44 NS NS NS

PF (LUX)-Asian Eq-Ica AS EQ LUX 10/16 USD 170.30 53.6 51.2 –19.3

PF (LUX)-Asian Eq-Pca AS EQ LUX 10/16 USD 162.36 52.5 49.9 –20.1

PF (LUX)-Biotech-Pca OT EQ LUX 10/15 USD 292.45 2.6 7.5 –9.7

PF (LUX)-CHF Liq-Pca CH MM LUX 10/15 CHF 124.23 0.2 0.4 1.2

PF (LUX)-CHF Liq-Pdi CH MM LUX 10/15 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/15 USD 111.14 36.7 47.5 –8.9

PF (LUX)-East Eu-Pca EU EQ LUX 10/15 EUR 304.83 128.3 57.1 –21.7

PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/16 USD 522.10 71.6 62.0 –16.8

PF (LUX)-Eu Indx-Pca EU EQ LUX 10/15 EUR 98.25 28.5 17.1 –17.6

PF (LUX)-EUR Bds-Pca EU BD LUX 10/15 EUR 382.41 2.4 5.2 2.9

PF (LUX)-EUR Bds-Pdi EU BD LUX 10/15 EUR 291.01 2.4 5.2 2.9

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/15 EUR 145.57 16.6 19.8 5.0

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/15 EUR 102.34 16.6 19.8 5.0

PF (LUX)-EUR HiYld-Pca EU BD LUX 10/15 EUR 141.87 57.3 35.2 –2.5

PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/15 EUR 82.25 57.3 35.2 –2.6

PF (LUX)-EUR Liq-Pca EU MM LUX 10/15 EUR 135.90 0.9 1.6 2.6

PF (LUX)-EUR Liq-Pdi EU MM LUX 10/15 EUR 97.94 0.9 1.6 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/15 EUR 102.38 0.5 1.1 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/15 EUR 101.02 0.5 1.1 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 10/15 EUR 398.01 30.1 16.2 –22.3

PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/15 EUR 129.00 27.5 16.5 –19.9

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/15 USD 245.54 29.6 41.6 11.7

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/15 USD 167.03 29.6 41.6 11.7

PF (LUX)-Gr China-Pca AS EQ LUX 10/16 USD 331.63 55.9 51.6 –16.1

PF (LUX)-Indian Eq-Pca EA EQ LUX 10/16 USD 364.55 90.2 70.9 –13.1

PF (LUX)-Jap Index-Pca JP EQ LUX 10/16 JPY 8735.97 7.2 5.6 –25.3

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/16 JPY 7661.68 4.9 –0.4 –29.5

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/16 JPY 7440.99 4.4 –1.0 –30.0

PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/16 JPY 4336.80 10.5 8.0 –25.2

PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/14 USD 51.65 NS NS NS

PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/16 USD 273.09 72.5 66.9 –9.3

PF (LUX)-Piclife-Pca CH BA LUX 10/15 CHF 783.99 13.7 12.2 –5.9

PF (LUX)-PremBrnds-Pca OT EQ LUX 10/15 EUR 60.82 37.8 26.6 –15.3

PF (LUX)-Rus Eq-Pca OT OT LUX 10/15 USD 63.72 179.0 90.4 NS

PF (LUX)-Security-Pca GL EQ LUX 10/15 USD 96.57 35.2 39.0 –11.2

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/15 EUR 453.96 39.1 23.3 –19.2

PF (LUX)-Timber-Pca OT OT LUX 10/15 USD 100.17 48.7 27.4 NS
PF (LUX)-US Eq-Ica US EQ LUX 10/15 USD 102.11 25.1 24.0 –12.7
PF (LUX)-USA Index-Pca US EQ LUX 10/15 USD 88.94 22.7 22.6 –14.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/15 USD 511.71 –3.5 5.5 6.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/15 USD 375.48 –3.5 5.6 6.0
PF (LUX)-USD Liq-Pca US MM LUX 10/15 USD 131.02 0.6 1.1 2.0
PF (LUX)-USD Liq-Pdi US MM LUX 10/15 USD 85.55 0.6 1.1 2.0
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/15 USD 101.56 0.3 0.8 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/15 USD 100.85 0.3 0.8 NS
PF (LUX)-Water-Pca GL EQ LUX 10/15 EUR 115.78 12.4 7.7 –14.9
PF (LUX)-WldGovBds-Pca GL BD LUX 10/16 USD 168.98 2.5 13.5 9.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/16 USD 139.87 2.5 13.5 9.4

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 10/15 USD 12.58 60.5 52.1 –9.2
Japan Fund USD JP EQ IRL 10/16 USD 16.53 12.5 45.5 –4.3
Polar Healthcare Class I USD OT OT IRL 10/15 USD 12.63 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/15 USD 12.62 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 124.64 116.1 83.9 –2.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/15 EUR 700.59 24.3 15.3 –18.0
Core Eurozone Eq B EU EQ IRL 10/15 EUR 832.55 26.6 19.7 NS
Euro Fixed Income A EU BD IRL 10/15 EUR 1221.26 7.9 7.6 –1.6
Euro Fixed Income B EU BD IRL 10/15 EUR 1302.15 8.4 8.2 –1.0
Euro Small Cap A EU EQ IRL 10/15 EUR 1203.92 42.0 18.9 –22.4
Euro Small Cap B EU EQ IRL 10/15 EUR 1287.97 42.7 19.6 –21.9
Eurozone Agg Eq A EU EQ IRL 10/15 EUR 667.00 34.2 22.3 –19.3
Eurozone Agg Eq B EU EQ IRL 10/15 EUR 957.34 34.8 23.1 –18.8
Glbl Bd (EuroHdg) A GL BD IRL 10/15 EUR 1355.47 13.2 12.5 2.7
Glbl Bd (EuroHdg) B GL BD IRL 10/15 EUR 1436.89 13.7 13.2 3.4
Glbl Bd A EU BD IRL 10/15 EUR 1064.67 8.6 7.4 2.3
Glbl Bd B EU BD IRL 10/15 EUR 1132.45 9.1 8.1 2.9
Glbl Real Estate A OT EQ IRL 10/15 USD 882.28 32.4 14.2 –21.7
Glbl Real Estate B OT EQ IRL 10/15 USD 908.44 33.0 14.9 –21.3
Glbl Real Estate EH-A OT EQ IRL 10/15 EUR 783.60 24.9 6.1 –23.4
Glbl Real Estate SH-B OT EQ IRL 10/15 GBP 73.69 24.3 5.3 –23.0
Glbl Strategic Yield A EU BD IRL 10/15 EUR 1546.44 36.8 27.0 0.8
Glbl Strategic Yield B EU BD IRL 10/15 EUR 1652.82 37.4 27.8 1.4
Japan Equity A JP EQ IRL 10/15 JPY 11648.93 12.7 0.7 –26.1
Japan Equity B JP EQ IRL 10/15 JPY 12400.27 13.2 1.3 –25.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/15 USD 2247.44 74.7 54.5 –10.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/15 USD 2395.46 75.6 55.4 –10.4
Pan European Eq A EU EQ IRL 10/15 EUR 957.72 33.3 21.5 –18.8
Pan European Eq B EU EQ IRL 10/15 EUR 1019.66 33.9 22.2 –18.4
US Equity A US EQ IRL 10/15 USD 859.54 28.5 25.3 –15.6
US Equity B US EQ IRL 10/15 USD 919.13 29.1 26.0 –15.1
US Small Cap A US EQ IRL 10/15 USD 1272.99 26.6 24.2 –17.2
US Small Cap B US EQ IRL 10/15 USD 1362.11 27.2 24.9 –16.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/16 EUR 14.13 0.0 11.3 12.4
Asset Sele C H-CHF OT OT LUX 10/16 CHF 98.12 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/16 GBP 99.27 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/16 JPY 9856.19 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/16 NOK 113.21 0.6 12.2 NS
Asset Sele C H-SEK OT OT LUX 10/16 SEK 141.92 –0.4 11.8 12.9
Asset Sele C H-USD OT OT LUX 10/16 USD 99.20 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/16 SEK 133.19 –0.5 11.1 NS
Choice Global Value -C- GL EQ LUX 10/16 SEK 74.94 24.5 21.3 –23.1
Choice Global Value -D- OT OT LUX 10/16 SEK 71.80 24.5 21.3 –23.1
Choice Global Value -I- OT OT LUX 10/16 EUR 6.43 32.0 17.1 –27.1
Choice Japan Fd -C- OT OT LUX 10/16 JPY 47.27 5.1 5.0 –26.7
Choice Japan Fd -D- OT OT LUX 10/16 JPY 42.50 5.1 5.0 –26.7
Choice Jpn Chance/Risk JP EQ LUX 10/16 JPY 50.00 11.6 7.3 –28.8
Choice NthAmChance/Risk US EQ LUX 10/16 USD 3.85 37.5 26.4 –14.7
Ethical Europe Fd OT OT LUX 10/16 EUR 1.91 27.6 16.4 –23.2
Europe 1 Fd OT OT LUX 10/16 EUR 2.74 31.4 19.0 –23.0
Europe 3 Fd EU EQ LUX 10/16 EUR 3.94 29.1 15.6 –23.7
Global Chance/Risk Fd GL EQ LUX 10/16 EUR 0.57 22.6 14.6 –18.0
Global Fd -C- OT OT LUX 10/16 USD 2.11 26.7 23.0 –17.3
Global Fd -D- OT OT LUX 10/16 USD 1.32 26.7 NS NS
Nordic Fd OT OT LUX 10/16 EUR 5.40 35.8 34.9 –12.9

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/16 USD 7.17 58.3 59.1 –14.3
Choice Asia ex. Japan -D- OT OT LUX 10/16 USD 1.26 58.3 NS NS

Currency Alpha EUR -IC- OT OT LUX 10/16 EUR 10.42 –4.5 –6.2 0.2
Currency Alpha EUR -RC- OT OT LUX 10/16 EUR 10.33 –4.9 –6.7 –0.3
Currency Alpha SEK -ID- OT OT LUX 10/16 SEK 96.90 –8.3 –10.1 NS
Currency Alpha SEK -RC- OT OT LUX 10/16 SEK 107.37 –4.9 –6.7 –0.3
Generation Fd 80 OT OT LUX 10/16 SEK 7.66 19.9 20.9 –12.6
Nordic Focus EUR NO EQ LUX 10/16 EUR 75.81 52.0 32.2 NS
Nordic Focus NOK NO EQ LUX 10/16 NOK 78.35 52.0 32.2 NS
Nordic Focus SEK NO EQ LUX 10/16 SEK 83.52 52.0 32.2 NS
Russia Fd OT OT LUX 10/16 EUR 8.54 156.0 111.0 –14.3

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/16 USD 1.78 28.0 22.5 –15.5
Ethical Glbl Fd -C- OT OT LUX 10/16 USD 0.84 22.6 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/16 USD 0.82 36.6 31.3 –14.8
Ethical Sweden Fd NO EQ LUX 10/16 SEK 40.03 45.2 48.3 –7.8
Index Linked Bd Fd SEK OT BD LUX 10/16 SEK 13.15 3.3 5.7 5.7
Medical Fd OT EQ LUX 10/16 USD 3.12 8.7 11.2 –9.5
Short Medium Bd Fd SEK NO MM LUX 10/16 SEK 8.80 1.1 2.0 2.5
Technology Fd -C- OT OT LUX 10/16 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/16 USD 2.36 51.6 40.6 –9.6
World Fd -C- OT OT LUX 10/16 USD 28.46 NS NS NS
World Fd -D- OT OT LUX 10/16 USD 2.16 34.7 31.7 –10.6

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/16 EUR 1.27 0.0 0.6 1.1
Short Bond Fd EUR -D- OT OT LUX 10/16 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/16 SEK 21.95 1.8 2.8 2.6
Short Bond Fd USD US MM LUX 10/16 USD 2.49 –0.3 0.1 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/16 SEK 10.33 2.7 4.2 1.0
Alpha Bond Fd SEK -B- NO BD LUX 10/16 SEK 8.94 2.7 4.2 1.0
Alpha Bond Fd SEK -C- NO BD LUX 10/16 SEK 25.85 2.6 4.1 0.9
Alpha Bond Fd SEK -D- NO BD LUX 10/16 SEK 8.05 2.6 4.1 0.9
Alpha Short Bd SEK -A- NO MM LUX 10/16 SEK 11.09 2.6 3.3 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/16 SEK 10.14 2.6 3.3 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/16 SEK 21.68 2.5 3.2 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/16 SEK 8.20 2.5 3.2 3.0
Bond Fd SEK -C- NO BD LUX 10/16 SEK 42.58 2.5 8.4 6.7
Bond Fd SEK -D- NO BD LUX 10/16 SEK 12.37 2.5 8.4 6.1
Corp. Bond Fd EUR -C- EU BD LUX 10/16 EUR 1.25 14.6 17.5 2.6
Corp. Bond Fd EUR -D- EU BD LUX 10/16 EUR 0.96 14.7 17.6 2.5
Corp. Bond Fd SEK -C- NO BD LUX 10/16 SEK 12.39 15.4 16.3 1.2
Corp. Bond Fd SEK -D- NO BD LUX 10/16 SEK 9.37 15.4 16.3 1.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/16 EUR 103.79 –0.1 8.3 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/16 EUR 108.15 4.4 13.1 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/16 SEK 1124.04 4.4 13.1 NS
Flexible Bond Fd -C- NO BD LUX 10/16 SEK 21.35 2.3 5.0 4.3
Flexible Bond Fd -D- NO BD LUX 10/16 SEK 11.68 2.3 5.0 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/16 USD 2.63 71.0 69.6 –10.9
Eastern Europe Fd OT OT LUX 10/16 EUR 2.44 44.7 25.2 –20.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/16 SEK 28.22 68.1 66.8 –13.7
Eastern Europe SmCap Fd OT OT LUX 10/16 EUR 2.47 91.6 40.8 –20.6
Europe Chance/Risk Fd EU EQ LUX 10/16 EUR 1014.37 33.0 18.2 –25.0
Listed Private Equity -C- OT OT LUX 10/16 EUR 129.95 57.8 –9.0 NS
Listed Private Equity -IC- OT OT LUX 10/16 EUR 76.63 85.5 7.3 NS
Listed Private Equity -ID- OT OT LUX 10/16 EUR 74.34 80.2 4.1 NS
Nordic Small Cap -C- OT OT LUX 10/16 EUR 128.66 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/16 EUR 128.99 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/16 SEK 79.13 –1.2 –9.5 –15.1
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/16 EUR 100.84 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/16 SEK 100.88 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/16 USD 102.03 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/16 SEK 72.29 –1.2 –9.6 –16.3
Asset Sele Opp C H NOK OT OT LUX 10/16 NOK 105.95 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/16 SEK 104.90 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/16 EUR 105.70 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/16 GBP 105.92 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/16 SEK 105.69 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/16 EUR 103.38 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/16 GBP 103.80 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/16 GBP 103.52 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 10/14 EUR 22.96 10.7 17.9 2.1
Bonds Eur Hi Yld A OT OT LUX 10/14 EUR 20.36 53.2 33.3 –3.7
Bonds EURO A OT OT LUX 10/14 EUR 41.07 4.0 9.8 6.0
Bonds Europe A OT OT LUX 10/15 EUR 38.96 2.8 8.3 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 10/15 USD 36.56 15.9 18.9 9.3
Bonds World A OT OT LUX 10/15 USD 43.46 9.1 17.6 10.4
Eq. China A OT OT LUX 10/15 USD 22.96 53.7 57.1 –23.2
Eq. ConcentratedEuropeA OT OT LUX 10/15 EUR 26.40 28.1 21.1 –21.5
Eq. Eastern Europe A OT OT LUX 10/15 EUR 22.63 71.3 32.3 –28.6
Eq. Equities Global Energy OT OT LUX 10/15 USD 18.39 29.0 40.3 –13.0
Eq. Euroland A OT OT LUX 10/15 EUR 10.74 17.1 11.8 –23.4
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 10/15 EUR 12.60 49.6 16.5 –20.8
Eq. Glbl Emg Cty A OT OT LUX 10/15 USD 9.79 63.8 51.5 –16.4
Eq. Global A OT OT LUX 10/15 USD 27.67 31.5 30.9 –17.5
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 10/15 USD 30.78 47.2 89.8 0.0
Eq. Japan Sm Cap A OT OT LUX 10/15 JPY 1110.14 22.6 23.8 –24.6
Eq. Japan Target A OT OT LUX 10/16 JPY 1700.38 8.6 21.0 –12.9
Eq. Pacific A OT OT LUX 10/15 USD 10.32 61.6 43.5 –16.7
Eq. US ConcenCore A OT OT LUX 10/15 USD 21.57 32.8 33.5 –12.0
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 10/15 USD 29.01 44.8 43.4 –16.4
Eq. US Multi Strg A OT OT LUX 10/15 USD 21.08 31.9 26.2 –17.2
Eq. US Rel Val A OT OT LUX 10/15 USD 20.62 32.7 25.6 –19.0
Eq. US Sm Cap Val A OT OT LUX 10/15 USD 16.43 27.0 10.4 –23.8
Eq. US Value Opp A OT OT LUX 10/15 USD 16.29 25.7 13.9 –23.4
Money Market EURO A OT OT LUX 10/15 EUR 27.38 0.9 1.8 3.1
Money Market USD A OT OT LUX 10/15 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 10/16 JPY 9104.00 5.8 6.6 –32.6
YMR-N Small Cap Fund OT OT IRL 10/16 JPY 7119.00 10.9 23.4 –30.9

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/16 JPY 6169.00 4.5 1.1 –32.3
Yuki 77 Growth JP EQ IRL 10/16 JPY 5765.00 –2.6 –11.4 –37.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/16 JPY 6642.00 6.4 3.0 –32.0
Yuki Chugoku JpnLowP JP EQ IRL 10/16 JPY 7941.00 –3.0 4.0 –28.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/16 JPY 6609.00 –2.4 –5.1 –34.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/16 JPY 4537.00 –0.3 –3.3 –33.8
Yuki Hokuyo Jpn Inc JP EQ IRL 10/16 JPY 5187.00 –1.7 –3.9 –27.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/16 JPY 5213.00 10.8 23.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/16 JPY 4301.00 1.2 –6.7 –36.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/16 JPY 4682.00 4.2 –4.8 –36.3
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/16 JPY 6681.00 9.5 2.4 –31.6
Yuki Mizuho Jpn Gen OT OT IRL 10/16 JPY 8530.00 6.3 2.8 –32.7
Yuki Mizuho Jpn Gro OT OT IRL 10/16 JPY 6334.00 1.3 3.7 –34.2
Yuki Mizuho Jpn Inc OT OT IRL 10/16 JPY 7528.00 –5.3 –5.7 –30.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/16 JPY 5105.00 2.4 –1.9 –31.4
Yuki Mizuho Jpn LowP OT OT IRL 10/16 JPY 11840.00 4.5 13.4 –25.0
Yuki Mizuho Jpn PGth OT OT IRL 10/16 JPY 7942.00 4.0 0.8 –35.1
Yuki Mizuho Jpn SmCp OT OT IRL 10/16 JPY 7316.00 19.3 30.5 –29.8
Yuki Mizuho Jpn Val Sel OT OT IRL 10/16 JPY 5683.00 9.4 10.0 –27.2
Yuki Mizuho Jpn YoungCo OT OT IRL 10/16 JPY 3053.00 27.9 24.9 –33.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/16 JPY 4295.00 –4.6 –12.7 –39.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/16 JPY 5375.00 5.4 0.9 –34.8

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 09/30 USD 1588.41 64.0 59.5 NS

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 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 8.2 1.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 09/30 EUR 91.18 7.8 1.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 09/30 EUR 101.32 11.7 8.1 NS

Key Hedge EUR-RC- OT OT LUX 09/30 EUR 100.61 11.3 7.5 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 09/30 EUR 95.73 12.9 5.2 NS
Key Market Independent II SEK -I- OT OT LUX 09/30 SEK 92.91 13.1 4.9 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 09/30 EUR 88.07 10.6 –3.9 NS
Key Recovery -RC- OT OT LUX 09/30 EUR 87.43 10.2 –4.4 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 –41.7 –26.0 8.5
Superfund GCT USD* OT OT LUX 10/13 USD 2454.00 –32.8 –22.6 5.5
Superfund Green Gold A (SPC) OT OT CYM 10/13 USD 1025.87 –11.8 1.7 20.7
Superfund Green Gold B (SPC) OT OT CYM 10/13 USD 1040.62 –22.8 –4.3 19.4
Superfund Q-AG* OT OT AUT 10/13 EUR 6962.00 –20.6 –10.6 7.2

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

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

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

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

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

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

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

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

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

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

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

Business-jet skid goes on
Pickup in demand
is forecast for 2011,
and slowly at best

Global demand for business jets,
already near a five-year low, is likely
to erode further before rebounding
slowly in 2011, according to the lat-
est forecast by Honeywell Interna-
tional Inc.

Business aircraft manufacturers,
such as Bombardier Inc.; Gulf-
stream, a unit of General Dynamics
Corp.; and Cessna Aircraft Co., a
unit of Textron Inc., expect a tough
slog through the end of the next de-
cade before they see overall deliver-
ies approaching last year’s record
level, according to the annual out-
look. And when the turnaround does
arrive, it will be driven for the first
time by resurgent European and
Asian clients, rather than the tradi-
tional U.S. customers.

Released Sunday during a gener-
ally downbeat industry gathering in
Orlando, Fla., the closely watched
report by the avionics and parts
maker presents a dramatic reversal
of business-jet fortunes from just a
year earlier.

Last October—despite early
warning signs of credit woes, erod-
ing prices for used planes and gen-
eral economic weakness—Honeywell
forecast that record industry results
would continue. Honeywell execu-
tives said at the time that neither
oil price shocks nor widespread cor-
porate cost cutting appeared to re-
duce the appetite of most blue-chip
customers for newer planes.

Honeywell last year projected
that hefty order backlogs would in-
sulate most suppliers and manufac-
turers from moderate economic
downdrafts. The company predicted
nearly 1,400 new business-jet deliv-
eries this year, with larger, more ex-
pensive models leading the way.

Those numbers mistakenly as-
sumed years of robust economic
growth world-wide. The rosy predic-
tions also didn’t forecast the credit
crunch that would wreak havoc with
many customers.

Now, the Morris Township, N.J.,
aerospace supplier sees global busi-
ness-jet deliveries plunging to fewer
than 800 aircraft this year from
1,140 last year, at least a 30% de-
cline by unit volume and a 40% de-
cline in dollar terms.

Deliveries are forecast to slip be-
low 700 next year. From there, an-
nual deliveries are expected to grad-
ually increase through the middle of
the next decade, according to the
report.

Honeywell’s analysis seeks to ex-
plain how the company miscalcu-
lated so badly. “As the extent of the
recession worsened and the insidi-
ous nature of the credit crisis was
revealed,” the report says, order
backlogs once considered firm
shriveled rapidly.

Along with a drop-off in new or-
ders, the result has been industry-
wide layoffs, furloughs, develop-
ment delays for some models and in
some cases, entire production lines
that have been temporarily shut-
tered.

“By 2012, a combination of
pent-up demand and global eco-
nomic recovery” will increase or-
ders and deliveries, the report says.
But unlike the seemingly unstoppa-
ble booming demand of previous
years, the latest outlook envisions
more of a “measured recovery.”

The report sees global demand
steadily growing through 2019.U.S.
customers are likely to account for
48% of all corporate and charter
purchases. The U.S. share was pro-
jected at 55% in the last survey.

With thousands of lost or de-
ferred aircraft orders around the
world and the mix of aircraft chang-
ing, the anticipated value of deliver-
ies is falling.

Over the next 10 years, as many
as 11,000 new business jets will be
delivered, based on customers’
plans. Revenue is now projected to
total about $200 billion through
2019—a third less than the previous
prediction, which covered
2008–2018.

To make its forecast, Honeywell
surveyed 1,200 corporate flight de-
partments, aircraft manufacturers
and industry experts.

In the used-jet segment, where

prices for older models slipped sub-
stantially over the past year, the re-
port notes that newer models also
are experiencing “significant price
erosion.” And in all regions world-
wide, the survey finds “flat to lower
usage rates” for business jets in the
near term. Honeywell determined
that flight activity is down between
12% and 24% from 2008.

Continuing earlier patterns, frac-
tional-jet fleets—which allow cus-
tomers to reserve only a portion of
a plane’s total flight hours—are suf-
fering disproportionately. new jet
deliveries to fractional operators
through the first half were off more
than 66% from a year earlier.

For the industry, other long-term
concerns include mandated emission
reductions and enhanced security
restrictions, said Rob Wilson, presi-
dent of Honeywell’s business and
general-aviation operations.

BY ANDY PASZTOR

Gulfstream tail fins on a Hong Kong tarmac last month
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Gl High Yield B2 US BD LUX 10/15 USD 14.48 54.9 40.3 0.9
Gl High Yield I US BD LUX 10/15 USD 4.28 56.4 43.1 2.8
Gl Value A GL EQ LUX 10/15 USD 11.26 32.6 29.7 –23.3
Gl Value B GL EQ LUX 10/15 USD 10.37 31.6 28.5 –24.1
Gl Value I GL EQ LUX 10/15 USD 11.95 33.4 30.7 –22.8
India Growth A - OT OT LUX 10/15 USD 124.14 NS NS NS
India Growth AX OT OT LUX 10/15 USD 108.45 87.7 76.9 –5.2
India Growth B - OT OT NA 10/15 USD 130.33 NS NS NS
India Growth BX OT OT LUX 10/15 USD 92.91 86.3 75.2 –6.2
India Growth I EA EQ LUX 10/15 USD 112.27 88.3 77.6 –4.9
Int'l Health Care A OT EQ LUX 10/15 USD 128.80 9.7 10.8 –12.2
Int'l Health Care B OT EQ LUX 10/15 USD 108.87 8.8 9.6 –13.1
Int'l Health Care I OT EQ LUX 10/15 USD 140.49 10.4 11.6 –11.5
Int'l Technology A OT EQ LUX 10/15 USD 104.22 42.5 35.1 –15.7
Int'l Technology B OT EQ LUX 10/15 USD 90.50 41.4 33.8 –16.5
Int'l Technology I OT EQ LUX 10/15 USD 116.66 43.4 36.2 –15.0
Japan Blend A JP EQ LUX 10/15 JPY 5914.00 10.2 8.9 –27.8
Japan Growth A JP EQ LUX 10/15 JPY 5831.00 4.8 3.2 –28.1
Japan Growth I JP EQ LUX 10/15 JPY 5990.00 5.5 4.1 –27.5
Japan Strat Value A JP EQ LUX 10/15 JPY 5947.00 15.3 14.3 –28.1
Japan Strat Value I JP EQ LUX 10/15 JPY 6095.00 16.1 15.2 –27.5

Real Estate Sec. A OT EQ LUX 10/15 USD 14.24 33.5 25.8 –19.7
Real Estate Sec. B OT EQ LUX 10/15 USD 13.05 32.5 24.6 –20.5
Real Estate Sec. I OT EQ LUX 10/15 USD 15.28 34.3 26.8 –19.0
Short Mat Dollar A US BD LUX 10/15 USD 7.18 9.4 1.3 –7.6
Short Mat Dollar A2 US BD LUX 10/15 USD 9.61 9.7 1.4 –7.7
Short Mat Dollar B US BD LUX 10/15 USD 7.18 9.0 0.8 –8.1
Short Mat Dollar B2 US BD LUX 10/15 USD 9.57 9.2 0.8 –8.1
Short Mat Dollar I US BD LUX 10/15 USD 7.18 9.8 1.9 –7.1

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 10/15 GBP 7.93 19.1 32.1 –9.7
Andfs. Borsa Global GL EQ AND 10/15 EUR 6.37 9.8 5.8 –20.0
Andfs. Emergents GL EQ AND 10/15 USD 17.03 70.3 55.1 –11.7
Andfs. Espanya EU EQ AND 10/15 EUR 13.55 25.2 20.2 –12.3
Andfs. Estats Units US EQ AND 10/15 USD 14.56 19.4 12.9 –15.5

Andfs. Europa EU EQ AND 10/15 EUR 7.80 20.3 16.3 –17.2
Andfs. Franca EU EQ AND 10/15 EUR 9.57 15.7 13.1 –18.8
Andfs. Japo JP EQ AND 10/15 JPY 504.19 15.0 6.7 –24.3
Andfs. Plus Dollars US BA AND 10/15 USD 9.38 11.2 9.0 –7.0
Andfs. RF Dolars US BD AND 10/15 USD 11.34 11.0 10.6 0.0
Andfs. RF Euros EU BD AND 10/15 EUR 10.81 20.7 18.0 –1.8
Andorfons EU BD AND 10/15 EUR 14.45 21.1 15.8 –4.0
Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 4.8 –13.4 –7.6
Andorfons Mix 30 EU BA AND 10/15 EUR 9.52 17.7 10.0 –10.5
Andorfons Mix 60 EU BA AND 10/15 EUR 9.18 12.9 4.9 –17.4

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 10/16 EUR 9.18 –5.1 –6.4 –3.2
DJE-Absolut P GL EQ LUX 10/16 EUR 199.86 14.0 9.3 –10.7

DJE-Alpha Glbl P EU BA LUX 10/16 EUR 175.71 14.2 11.2 –6.5
DJE-Div& Substanz P GL EQ LUX 10/16 EUR 209.26 19.6 20.4 –7.8
DJE-Gold&Resourc P OT EQ LUX 10/16 EUR 169.65 29.8 45.1 –6.6
DJE-Renten Glbl P EU BD LUX 10/16 EUR 129.28 8.0 9.8 2.9
LuxPro-Dragon I AS EQ LUX 10/16 EUR 149.44 60.9 58.2 –13.8
LuxPro-Dragon P AS EQ LUX 10/16 EUR 145.60 60.5 57.4 –14.9
LuxTopic-Aktien Europa EU EQ LUX 10/16 EUR 17.22 20.2 27.4 –4.7
LuxTopic-Pacific AS EQ LUX 10/16 EUR 15.03 66.1 33.7 –18.1

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 10/14 USD 44.44 28.5 NS NS
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
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When Nokia Corp. Thursday re-
vealed problems with its mobile in-
frastructure unit, Nokia Siemens
Networks, or NSN, on Thursday,
the stock fell 11%.

A fall that large suggests inves-
tors are finding it hard to factor
some information into their calcu-
lations. That missing factor is the
rise of the Chinese giant Huawei
Techologies Co., which isn’t listed
and reports its results only once a
year.

Looking specifically at NSN, a
joint venture with Siemens AG,
revenues were down 20% year-on-
year this quarter, and 14% quarter
on quarter. The company said the
overall global infrastructure mar-
ket is expected to decline by only
5% this year. The Chinese market,
which represents about 16% of the
total, is growing fast and may peak
around 50% of the market at some
point this year.

Meanwhile, Nokia, whose
year-on-year revenue decline for
the quarter was 37% in the Asian-
Pacific region and 27% in Latin
America, attributed much of the
market-share loss to rival equip-
ment suppliers Alcatel-Lucent
and L.M. Ericsson Telephone Co.
These losses could be collateral
damage as those companies fight

even more strongly to keep exist-
ing contracts in the face of busi-
ness wins by Huawei.

Last year, Huawei’s revenues
grew by 43% to $18.3 billion, and
net income rose to $1.1 billion from
$957 million in 2007. This sort of
growth implies that the company
has real market traction that will
be hard to slow.

And this year, the company has
made inroads with many of the
world’s major suppliers, the key
ones being Vodafone Group PLC
and Telefonica SA.

We won’t know until spring,
when Huawei issues its annual re-
port, exactly how well it is doing.
But we can already see its effect on
other companies.
 —Paul Sharma

Santander can make
a lot out of RBS

Banco Santander SA has ex-
pressed its desire to beef up its
business-banking franchise in the
U.K., and Royal Bank of Scotland
Group PLC is thought to be consid-
ering the sale of its 312 RBS-
branded branches in England and
Wales. This has to make sense for
Emilio Botín’s Santander but how
much will it cost him?

The European Commission is
expected to tell RBS to dispose of a
third of its business banking opera-
tion. At the half-year, its net lend-
ing to the small and medium-sized
enterprise sector stood at £66.6 bil-
lion ($108.9 billion). One-third of
that is £22.2 billion, or 9.4% of to-
tal net lending, which stood at
£235.9 billion.

RBS has a market value of £27.4
billion. Strip out about £5 billion
for the value of its insurance busi-
ness and you get £22.4 billion as
the value of its banking business,
9.4 % of which is £2.1 billion.

The question is whether a new
owner could hold on to those 1.1
million small and medium-sized
enterprises, many of whom may be
looked after by an established rela-
tionship manager. They are the
value in this deal, not the bricks
and mortar.

Let’s assume that one-third of
them end up leaving Santander.
That would cut the value of the
business by one-third, leaving the
price tag at £1.4 billion.

Does Santander’s purchase of
Alliance & Leicester last year tell
us anything? Santander paid £1.26
billion for 254 branches, including
an SME business that at half-year
2009 represented 30% of A&L’s
trading profit and 26% of income.
Assets in corporate banking stood
at £9.4 billion—14% of A&L’s total.

Santander has managed to
raise its business-banking market
share in the U.K. to as much as 8%
from around 3% a couple of years
ago. The bank has a good track
record in making its acquisitions
work, although the purchase of Ab-
bey in the U.K. took a few years to
produce returns above the cost of
equity.

Now the U.K. business is doing
well, with a 13.1% share of the mort-
gage market and 10% of retail de-
posits, so that 8% business-bank-
ing share needs to rise.

A deal would be opportunistic
for Santander. If RBS is looking to
dispose of assets as part of a pack-
age to keep the EU and British au-
thorities happy, it will want to
present the sale as a done deal.
 —Joe Ortiz

Unrated companies
are underrated

A group of European unrated
corporate borrowers have taken
advantage of a desire for higher re-
turns among investors.

In the past month, there have
been six bond issues by unrated Eu-
ropean borrowers totaling some
Œ3.35 billion, out of some Œ17 bil-
lion in high-yield bonds since May,
according to a European banker. In-
vestors clamoring for higher re-
turns are willing to move a little
further down the food chain and
take advantage of the highest re-
turns ever in the high-yield mar-
ket.

In contrast to the U.S., rela-
tively few European companies
have used the high-yield market;
the highly competitive syndicated
loan market offered companies
much cheaper funding. But loan
prices jumped as banks’ balance
sheets shrank after the crisis.

Bonds now offer issuers gener-
ally longer maturities than loans,
as well as more manageable finan-
cial covenants.

The borrowers—Christian
Dior SA, Heineken NV and Davide
Campari-Milano SpA, for example—
are often well-known names that,
were they rated, would be on the
crossover between investment
grade and sub-investment grade,
or junk. Bob Kunze-Concewitz,
chief executive of Gruppo Cam-
pari, said the proceeds from a
seven-year Œ350 million ($521.3
million) bond were used to refi-
nance bank debt associated with
its acquisition of Wild Turkey.

Speed was of the essence; vola-
tile markets could have meant that
the window of opportunity was
limited. Collecting a rating would
have slowed the process.

At 2.45 percentage points over
mid-swaps, according to the mar-
ket, “we got a pretty good spread,”
he said. “I don’t think a rating
would have mattered much.”

Many of these issues are tar-
geted at a domestic market. An is-
sue by Germany’s Evonik Indus-
tries AG is the latest example. The
maker of Plexiglas is a conglomer-
ate operating in chemicals, energy
and real estate and is well known
to German retail investors.

Its Œ750 million five-year issue
was seven times oversubscribed
and carried a coupon of 7%, with a
step-up clause. The coupon will be
increased by 1.25 percentage
points if Evonik doesn’t receive rat-
ings from at least two of the recog-
nised agencies within a year.

Ratings can be a double-edged
sword. While the lack of one can
cost a borrower 0.25 to 0.50 per-
centage point of spread, falling on
the wrong side of investment
grade can be unpleasant.

Issuers often get nasty sur-
prises from the ratings companies.
Having entered the process and
done the heavy work involved,
they find that the metrics have
changed and the agencies have be-
come more conservative since the
crisis began. That can mean com-
panies aren’t given the benefit of
the doubt and are consigned to
junk status. Turning that around
could take a year or two.

Some bankers feel the window
for unrated issues will be limited.
Eventually, the market will be
asked to buy bonds from issuers
whose story doesn’t begin to stack
up. Any attempt to take investors
further down the food chain into
implied single-B territory is un-
likely to be well received.

Evonic’s step-up clause has
also produced a frisson among
those with longer memories.

In 2004, giant travel and ship-
ping group TUI AG issued a cross-
over bond that obliged it to raise
the coupon by 0.75 percentage
point if the company remained un-
rated after 18 months. It got a junk
bond rating.

The following years have been
painful for TUI, which is undergo-
ing what one banker described as
an “horrendous restructuring.”
The lead manager on its bond is-
sue in 2004 was Royal Bank of Scot-
land, now undergoing a horren-
dous restructuring of its own.
 —Joe Ortiz

Ripple effect
from Huawei
Mobile rivals swamped
as Chinese giant gains
real market traction

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

By David Winning

And Russell Gold

Cnooc Ltd. is in talks with Nor-
way’s StatoilHydro ASA over a deal
for a few leases in the U.S. Gulf of
Mexico, a deal that would open the
U.S. Gulf to China’s oil companies
for the first time, a person familiar
with the matter said.

The move is significant as
Cnooc’s scuttled $18.5 billion bid for
California-based Unocal Corp. in
2005 is widely seen as having de-
terred state-owned Chinese oil gi-
ants from investing in U.S. oil and
gas assets. Cnooc withdrew its offer
for Unocal after it drew protests
from some U.S. politicians.

But as tight credit has caused a
lull in spending on offshore explora-
tion, appetite for Chinese capital
has grown, and opposition to Chi-
nese investment may be less likely.

Another person familiar with the
matter said that Norway’s Statoil is
putting five prospects up for sale, a
small portion of the company’s as-
sets in the region.

StatoilHydro says that the sale of
some assets isn’t a significant shift.
“The fact is that we have opened
data room for some leases that we
acquired in the lease sale in 2007
and 2008, and where we have 100%
ownership. This is a normal optimi-
zation of our portfolio, and a minor
adjustment covering only a handful
of licenses. We cannot confirm who
is considering our offer,” said Sta-
toilHydro spokesman Kai Nielsen.

The U.S. Gulf of Mexico remains
one of the most plentiful areas of the
world for oil discoveries, with bil-
lions of barrels of crude believed to
be trapped below the seabed. This is
attracting Chinese companies at a
time when they are encountering dif-
ficulties in tying up deals elsewhere
in the world.

Earlier this year, a senior execu-
tive of Chevron Corp. confirmed the
U.S. major held talks over selling a
minority interest in the Big Foot oil
field in the Gulf of Mexico to China
National Petroleum Corp. The talks
were suspended in March, with a
CNPC official saying at the time that
CNPC found the stake offered too
small.

Devon Energy Corp. Chief Execu-
tive Larry Nichols said last month
that Devon’s sale of up to 50% of its
stakes in deepwater blocks in the
Gulf of Mexico has attracted inter-
est from national oil companies, in-
cluding those seeking to enter the
sector for the first time, a descrip-
tion that would fit Chinese state
firms.
 —Guy Chazan

contributed to this article.
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Huawei Technologies reports its
results only once a year.

Cnooc may get
opportunity for
U.S. Gulf leases
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For decades, Seoul has been seen
as one of Asia’s premier business
destinations: a no-nonsense metrop-
olis where contracts were signed,

deals done and money made. It is still that
— but in recent years this capital of 10
million has been reinventing itself as a
tourist destination.

“Korea is where there is more concen-
trated energy than anywhere else in the
world, and Seoul is the essence of Korea,”
says Charm Lee, president of the Korean
Tourism Organization. “It is a kaleido-
scope of culture.”

There are immaculately restored fairy
tale medieval palaces with daily events
— such as colorful changing of the guard
ceremonies — that bring them to life. The
most important treasures of Korean culture
are showcased at the National Museum.
And the Korean War is remembered at the
National War Memorial.

“Seoul is the most vibrant, open city in
Asia in terms of cultural manifestations and
entertainment,” says Sam Koo, CEO of the
Seoul City Tourism Organization. “There
are more daily live artistic performances
in Seoul than any other Asian city.”

Regular visitors
Venues such as the Seoul Arts Center,

which draws over two million visitors a
year, the 53,202-square-meter Sejong
Cultural Center and the city’s stadiums
regularly host local and international
performers from Beyonce to the New
York Philharmonic.

21st century Seoul is visible in various urban
renewal projects. Cheonggyecheon Stream’s

clear waters — once badly
polluted and buried for three
decades under an overpass but
restored in 2005 at a cost of
almost $300 million (€200
million) — wind through
the central business
district, while the brand
new Gwanghwamun
Plaza in Seoul’s central
intersection, once isolated
as a traffic island, is now
accessible to pedestrians.

And there are plenty of
locations from which to view
Seoul’s spectacular geography of
skyscrapers, broad rivers and forested
mountains. A cocktail bar is perched atop
the city’s highest office tower, the 63
Building on Yeouido Island; a restaurant/
coffee shop tops the futuristic Samsung
Securities Building that bestrides down-
town; and a revolving restaurant is set
into the tower sprouting from the peak of
city-center landmark Mount Namsan.

A cruise along the broad waters of the
Han River offers a different perspective of
the city, and Seoul’s park life is ever expand-
ing. Seonyudo Island, just west of Yeouido,
is a surreal blend of landscaped gardens
and abandoned water works. The plazas
of World Cup Stadium Park, on the west-
ern outskirts of the city, are a blur of roller
bladers, and the grassy plateau of Haneul,
or Sky Park, also on the western outskirts,
is a popular spot from which to watch the
sun sink into the distant Yellow Sea. Wilder
nature is on the doorstep.

“Of all the major cities in the world, Seoul

has some of the best opportunities for
accessible hiking in fairly spectacular
mountains,” says David Mason, a professor of
tourism at Kyung Hee University. The for-
ested hiking trails and temple-studded granite
peaks of sprawling Mount Bukhan National
Park actually lie within the city limits.

Ancient rituals
Despite its dynamism, however, Seoul is not

just about excitement. The meditative calm
of the Buddhist lifestyle is on tap in temple-
stay programs, and in the eerie mountainside
village of Kuksadang where shamans and
priests enact ancient moonlit rituals.

The willow-reflecting ponds and pavilions
of Biwon, the Secret Garden, once a pleasure
ground of Korean royalty, and the quiet
streets of Bukcheon, the capital’s last
remaining village of traditional cottages, are
time capsules: A fruit tea in a quiet teahouse
here imparts a uniquely Korean energy.

“There is an Oriental concept of ‘calm-
ness within movement,’” says tourism boss
Mr. Lee. “Seoul is a place where you can
find tranquility amid the dynamism.”

Accommodation ranges from some of
Asia’s plushest hotels to backpacking hostels.
International hotel brands are well repre-
sented while business hotels cater to those
with more modest wallets. For budget
travelers, Seoul is dotted with hundreds of
basic, bargain-priced yogwans (inns), and
a handy sleepover option is a jimjilbang,
or all night spa-sauna, where visitors can
also get a massage, take a plunge or
partake of herbal beauty treatments.

To sense Olde Corea, a hanok (Korean
traditional cottage) guesthouse is the
place. Here, guests sleep on floor mat-
tresses, in beamed rooms set in lantern-lit
courtyards — insulated from the sur-
rounding city by centuries of tradition.

“Korean food is one of the last undis-
covered Asian cuisines,” says Lee
Eu-na, CEO of Cookand.net, a foodies

Web site based in Seoul. There is
much to discover: Seasoned with
garlic and sesame, soy and chili, it is
an explosion of colors and a world
of contrasts, ranging from subtle
Buddhist vegetarian dishes to the
sizzling meats grilled at the table.

Kimchi, Korea’s famous pickled
vegetable condiment, is just part of
the story: Every meal comes with a
plethora of side dishes. The Mapo
district is aflame with barbeque
restaurants; at Noryangjin Fish Market,
fish is chosen from the stalls then
prepared and consumed at upstairs
restaurants; and refined restaurants
in the alleys of the arts and crafts district,
Insadong, offer traditional Korean
feasts, as served to the royalty of yore.

On the drinks front, makgeolli, a
traditional rice brew is recommended

but visitors should beware soju, Korea’s
powerful firewater: It packs a punch.

“Korea is different to the West
because here the party never stops,”
says Michael Hurt, fashion photogra-
pher and author of “The Seoul Fashion
Report,” a book published earlier this
year. “In America there is last call; in
Seoul you can still be drinking cocktails
when the sun comes up.”

An evening can start in a DVD saloon
or noraebang (private karaoke), then
move on to the clubs. Seoul’s nightlife
is clustered in convenient hubs and the
city is one of the world’s safest with
street crime virtually unknown. Sinchon,
the student district, is a jungle of neon
signage, advertising hundreds of bargain-
priced hot spots, while the Hongik
University District is jammed with hip-
hop, live music and trance venues. The
Apgujeong/Cheongdam Dong area offers
top-end wine bars and clubs, while
Itaewon is the foreign community’s
playground, buzzing with Western-
style pubs, garden bars and jazz joints.

A dynamic city of contrasting
sights and delights
Vibrant business metropolis offers nature,
entertainment, culture and tranquility

Seoul
Visit

Korean food ranges from subtle Buddhist
vegetarian dishes to the sizzling flavors of

meats grilled at the table.

A place to eat,
drink and dance

Getting around
As long as visitors avoid rush hours,
getting around Seoul is easy. Tour
buses circulate the major sights and
the city’s subway is cheap, modern
and extensive. All stations and ticket
machines are marked in English and
taxis offer phone translation services.
And Seoul has some of Asia’s most
spectacular urban roads. These
include the expressways flanking the
Han River — offering excellent
nighttime views of bridges, floodlit
by multicolored strobes — and alpine
highways snaking around the
contours of Mount Namsan, and the
Bugak Skyway.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 10/15 USD 10.37 26.3 23.6 –17.9

Am Blend Portfolio I US EQ LUX 10/15 USD 12.20 27.1 24.6 –17.2
Am Growth A US EQ LUX 10/15 USD 30.67 33.9 39.8 –8.4
Am Growth B US EQ LUX 10/15 USD 25.84 32.9 38.3 –9.3
Am Growth I US EQ LUX 10/15 USD 33.93 34.7 40.8 –7.6
Am Income A US BD LUX 10/15 USD 8.43 23.2 28.1 5.3
Am Income A2 US BD LUX 10/15 USD 18.80 23.5 28.1 5.3
Am Income B US BD LUX 10/15 USD 8.43 22.5 27.0 4.5
Am Income B2 US BD LUX 10/15 USD 16.23 22.9 27.2 4.5
Am Income I US BD LUX 10/15 USD 8.43 23.8 28.9 5.9
Am Value A US EQ LUX 10/15 USD 8.39 16.4 22.3 –17.4
Am Value B US EQ LUX 10/15 USD 7.73 15.2 21.0 –18.3
Am Value I US EQ LUX 10/15 USD 9.01 17.0 23.3 –16.7
Asian Technology A OT EQ LUX 10/15 USD 14.81 69.3 58.6 –7.8
Asian Technology B OT EQ LUX 10/15 USD 12.98 67.9 57.0 –8.7
Asian Technology I OT EQ LUX 10/15 USD 16.49 70.4 59.9 –7.1
Emg Mkts Debt A GL BD LUX 10/15 USD 15.80 44.1 48.9 8.1
Emg Mkts Debt A2 GL BD LUX 10/15 USD 20.14 44.7 49.2 8.2
Emg Mkts Debt B GL BD LUX 10/15 USD 15.80 43.1 47.5 7.1
Emg Mkts Debt B2 GL BD LUX 10/15 USD 19.44 43.6 47.7 7.1
Emg Mkts Debt I GL BD LUX 10/15 USD 15.80 44.7 49.7 8.7
Emg Mkts Growth A GL EQ LUX 10/15 USD 33.63 67.8 59.8 –16.1
Emg Mkts Growth B GL EQ LUX 10/15 USD 28.57 66.6 58.4 –17.0

Emg Mkts Growth I GL EQ LUX 10/15 USD 37.22 68.9 61.2 –15.5
Eur Growth A EU EQ LUX 10/15 EUR 6.96 25.0 17.6 –20.6
Eur Growth B EU EQ LUX 10/15 EUR 6.27 23.9 16.3 –21.4
Eur Growth I EU EQ LUX 10/15 EUR 7.57 25.5 18.5 –20.0
Eur Income A EU BD LUX 10/15 EUR 6.66 38.6 28.5 2.8
Eur Income A2 EU BD LUX 10/15 EUR 12.80 39.0 28.4 2.7
Eur Income B EU BD LUX 10/15 EUR 6.66 38.0 27.6 2.0
Eur Income B2 EU BD LUX 10/15 EUR 11.92 38.1 27.5 1.9
Eur Income I EU BD LUX 10/15 EUR 6.66 39.1 29.2 3.3
Eur Strat Value A EU EQ LUX 10/15 EUR 8.47 21.7 17.5 –26.0
Eur Strat Value I EU EQ LUX 10/15 EUR 8.65 22.3 18.3 –25.3
Eur Value A EU EQ LUX 10/15 EUR 9.08 24.7 22.7 –22.9
Eur Value B EU EQ LUX 10/15 EUR 8.37 23.6 21.5 –23.6
Eur Value I EU EQ LUX 10/15 EUR 10.46 25.3 23.6 –22.3
Gl Balanced (Euro) A EU BA LUX 10/15 USD 16.87 19.1 17.6 –13.8
Gl Balanced (Euro) B EU BA LUX 10/15 USD 16.47 18.1 16.4 –14.6
Gl Balanced (Euro) C EU BA LUX 10/15 USD 16.75 18.9 17.3 –14.0
Gl Balanced (Euro) I EU BA LUX 10/15 USD 17.16 NS NS NS
Gl Balanced A US BA LUX 10/15 USD 16.47 23.9 23.8 –12.2
Gl Balanced B US BA LUX 10/15 USD 15.70 23.0 22.7 –13.0
Gl Balanced I US BA LUX 10/15 USD 17.06 24.6 24.7 –11.5

Gl Bond A US BD LUX 10/15 USD 9.26 11.7 16.4 4.8
Gl Bond A2 US BD LUX 10/15 USD 15.91 12.0 16.4 4.8
Gl Bond B US BD LUX 10/15 USD 9.26 10.9 15.2 3.7
Gl Bond B2 US BD LUX 10/15 USD 13.96 11.1 15.2 3.8
Gl Bond I US BD LUX 10/15 USD 9.26 12.2 17.0 5.4
Gl Conservative A US BA LUX 10/15 USD 14.90 15.6 16.6 –4.8
Gl Conservative A2 US BA LUX 10/15 USD 16.86 15.6 16.5 –4.8
Gl Conservative B US BA LUX 10/15 USD 14.88 14.7 15.3 –5.7
Gl Conservative B2 US BA LUX 10/15 USD 16.05 14.7 15.3 –5.7
Gl Conservative I US BA LUX 10/15 USD 14.96 16.4 17.6 –4.0
Gl Eq Blend A GL EQ LUX 10/15 USD 11.71 31.0 27.1 –23.4
Gl Eq Blend B GL EQ LUX 10/15 USD 11.01 30.0 25.8 –24.2
Gl Eq Blend I GL EQ LUX 10/15 USD 12.33 31.9 28.2 –22.8
Gl Growth A GL EQ LUX 10/15 USD 41.73 29.4 24.4 –23.6
Gl Growth B GL EQ LUX 10/15 USD 34.91 28.4 23.1 –24.3
Gl Growth I GL EQ LUX 10/15 USD 46.26 30.2 25.4 –23.0
Gl High Yield A US BD LUX 10/15 USD 4.28 55.5 42.0 2.1
Gl High Yield A2 US BD LUX 10/15 USD 8.99 56.1 41.8 2.0
Gl High Yield B US BD LUX 10/15 USD 4.28 54.0 40.1 0.9

Please turn to next page

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

Euro Moderate Balanced
These funds have a mandate to balance equity and bond investments for Euro-based inves-
tors. The equity component does not exceed 60%. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending October 16, 2009

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

NS SILGO IFM Independent EURiLiechtnstn 59.24 69.11 NS NS
Investment Fund Management AG

1 Globo I T Schoellerbank EURiAustria 74.16 67.84–12.48 NS
Invest AG

NS Ibercaja Ibercaja Gestión EURiSpain 55.51 55.77 NS NS
Alpha FI

5 AEGON AEGON Investment EURiNethrlnds 25.58 54.16 20.08 NS
Strategic Allocation 65/35 Inc Management B.V.

4 Warburg Warburg Invest EURiGermany 39.18 51.73 6.41 NS
Trend Allocation Plus

3 HMG HMG Finance EURiFrance 75.18 51.09 –0.17 6.80
Rendement A/I

4 Elan Club Rothschild & Cie EURiFrance 44.18 48.31 9.23 11.09
Acc Banque

1 Dresdner VPV Dresdner VPV NV EURiNethrlnds 68.84 47.69–14.04 NS
Value A

NS Amplégest Amplégest EURiFrance 48.58 47.21 NS NS
Proactif

NS Pro Invest ERSTE-SPARINVEST EURiAustria 61.19 45.91 0.35 NS
Plus A KAG
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Investors push for Mongolia resources

Xstrata shifts its focus
Miner to concentrate
on upcoming projects,
not new acquisitions

FUND SCORECARD
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By Rosalind Mathieson

Thai shares rebounded Friday af-
ter two days of heavy losses on ru-
mors that King Bhumibol Aduly-
adej’s health was deteriorating.

The SET Index rose 3.5% to
717.12, while inves-
tors in most other
Asian markets took
to the sidelines to
await more U.S. cor-

porate earnings.
There were some big swings in a

handful of individual stocks, includ-
ing United Minerals, which shot up
nearly 40% in Sydney on a friendly
takeover offer from BHP Billiton.
BHP rose 0.8%.

In Tokyo, Japan Airlines shed 11%
on concerns about its recovery plan.
Japan’s Nikkei Stock Average of 225
companies rose 0.2% to 10257.56. It
finished the week up 2.4%.

Oil-related shares were among
the advancers, while a weaker yen
helped technology exporters.

Inpex rose 1.4%, Sony climbed
1.9% and Panasonic rose 1.8%.

South Korea’s Kospi fell 1.1% to
1640.36, as advances in commodity-
related stocks were offset by losses
in techs, autos and steelmakers. A re-
cent rise in the Korean won also
caused some concern for exporters.

For the week, the index fell 0.4%.
Posco rose 1.1% and SK Energy in-

creased 1.3%. But Samsung Electron-
ics slumped 3.7% and Hyundai Mo-
tor shed 4.9%. LG Display fell 4.2% af-
ter the flat-panel maker signaled a
weaker profit in the current quarter.

Debt-laden rural services com-
pany PGG Wrightson was a standout
in New Zealand, jumping 20% after
announcing a strategic partnership
with China’s Agria, under which
Agria will become its new corner-
stone investor.

In Mumbai, banks rose sharply on
expectations of strong quarterly re-
sults, with State Bank of India climb-
ing 5.3% and ICICI Bank adding 2.4%.

However, banks were weaker in
China. Industrial & Commercial
Bank of China, Bank of China and
China Construction Bank sliding
1.2% each in Shanghai. In Hong
Kong, they fell 1.6%, 1.8% and 1.2%,
respectively.

In Sydney, Australia’s S&P/ASX
200 fell 0.5% to 4836.40 but finished
the week up 1.8%.

CityIndex institutional dealer
Colin Barrett said investors were
waiting to see whether the Dow
Jones Industrial Average could stay
above 10000 following results from
General Electric and Bank of Amer-
ica due later Friday.

By Guy Chazan

And Dana Cimilluca

A day after dropping its pursuit
of rival Anglo American PLC, min-
ing giant Xstrata PLC will turn its fo-
cus toward projects it already has in
the pipeline, rather than seek new
acquisitions, its chief executive said
in an interview.

“Now’s the time to do the build-
ing so we can start getting the re-
wards of additional volume,” said
Mick Davis. Based on its current
pipeline of projects alone, he said,
Xstrata is looking to increase pro-
duction from its mines by 50% be-
tween now and 2013.

The focus on internal growth is a
departure for Mr. Davis. After as-
suming the helm of Xstrata in 2001,
he turned it into a mining power-
house with a string of high-profile
acquisitions, culminating in an ap-
proach to Anglo in June with a pro-
posal for a merger of equals. His am-
bition was to create a diversified
mining company able to compete
with BHP Billiton and Rio Tinto.

Anglo’s board rebuffed him, and,
faced with a deadline set by U.K. reg-

ulators to make a formal offer or
withdraw, Xstrata on Thursday said
it was walking away. It was the sec-
ond big deal in a row Xstrata has had
to abandon, following the aborted
acquisition of platinum producer
Lonmin PLC last year.

Mr. Davis said the environment
for mergers and acquisitions is get-
ting tougher. “Clearly, the universe
is smaller than it was because we’ve
had such a lot of consolidation,” he
said. “I don’t see companies that are
listed in the market that are decid-
edly cheap waiting for someone to
come and pounce.” But he stressed
there was still scope for “bolt-on
transactions for our busi-
nesses”—small deals to expand ex-
isting operations.

What’s more, should Anglo’s per-
formance deteriorate further in the
next six months, it could open the
door for a renewed takeover bid
from Xstrata—a possibility Mr.
Davis hasn’t ruled out.

Xstrata sought to underscore
that even without a combination
with Anglo, it has plenty of potential
to grow. The company has at least
four projects that could be com-
pleted in the next few months, includ-
ing expansions of its Collahuasi cop-
per project in Chile, and the Antam-
ina copper and zinc development
and the Tintaya copper mine in Peru.

Meanwhile, two other big
projects are due to be fully commis-
sioned in the next few months— a
nickel mine in Canada and a coal
mine in South Africa. Xstrata also an-
nounced Thursday that it was invest-
ing $700 million in a copper mine in
Chile and another coal project in
South Africa.

Analysts say that with a portfolio
dominated by copper, coal, nickel,
zinc and chrome assets, Xstrata is
one of the best-placed among the
mining companies to benefit from a
global economic recovery.

Mr. Davis, who long championed
the idea of a commodity “supercy-
cle” powered by China’s industrial
revolution, said he thinks that will
continue as supply will be unable to
meet rising demand for metals, keep-
ing prices strong.

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

ASIAN-PACIFIC
STOCKS

By Ellen Sheng

HONG KONG—Some foreign in-
vestors hope the sprawling desert
country of Mongolia will become
the next big resource story, follow-
ing a landmark agreement with the
government to develop one of the
world’s biggest copper-and-gold
deposits.

Earlier this month, Mongolia’s
government signed a deal with Can-
ada-based Ivanhoe Mines Ltd. to de-
velop the US$4 billion Oyu Tolgoi
project, marking the country’s first
mining privatization. The deal,
which includes mining giant Rio
Tinto PLC through an investment in
Ivanhoe, helps clear up uncertainty
regarding taxation and government
involvement and lays the ground-
work for more foreign investments.

Mongolia, a sparsely populated,
landlocked country tucked between
China and Russia, has some of the
world’s largest untapped reserves
of coal, copper and other commodi-
ties. At least 24 other resource de-
posits are waiting to be developed
and privatized. It has an estimated

62,000 tons of uranium reserves—
the world’s 15th largest—and total
coal reserves of about 100 billion
tons. In all, the Mongolian govern-
ment hopes to attract $25 billion in
foreign investment in the mining
sector over the next five years.

So far, political and regulatory
uncertainties have kept Mongolia
out of the global commodities
boom. Concern about the potential
damage mining could inflict on the
environment has also spurred pub-
lic opposition to foreign investment
in the past.

Negotiations with the govern-
ment regarding Oyu Tolgoi dragged
on for six years but finally became
serious earlier this year after the
government announced it would
scrap a 68% windfall tax on sales of
copper and gold. The government
also classified terms under which it
can take a stake, eliminated provi-
sions for value-added tax and clari-
fied some issues related to resource
and water use. Under the deal, the
government will own a 34% stake in
the mine.

Keeping close tabs on the Oyu

Tolgoi project, global private-eq-
uity firms such as Oaktree Capital
Management LP, Franklin Temple-
ton Investments and Carlyle Group
LP have talked with Mongolian con-
glomerates looking to develop re-
sources and infrastructure. Sover-
eign-wealth funds such as Sin-
gapore’s Temasek Holdings Pte.
Ltd. and China Investment Corp.
also have shown interest.

Temasek and private-equity firm
Hopu Investment Management Co.
in late 2007 invested a combined
$300 million in Hong Kong Lung
Ming Investment Holdings Ltd., a
firm that owns a majority stake in
the operator of Mongolia’s Eruu Gol
iron-ore project.

Resource firms are also seizing
opportunities. Australian construc-
tion company Leighton Holdings
started a mining contract at Ukhaa-
khudag Coal Mine in southern Mon-
golia for Energy Resources LLC.

Next up is Tavan Tolgoi, a six bil-
lion-ton coal deposit, where poten-
tial investors include Brazil’s Vale,
Peabody Energy Corp. and Chinese
companies.

Rock pile
Global mining industry, M&A 
volume, in billions 

0
’98

Year-to-date

2000 ’09

25

50

75

100

$125

Source: Dealogic
Note: Excludes spinoffs and buybacks

T H E WA L L ST R E ET JO U R NA L . MONDAY, OCTOBER 19, 2009 25



Special Advertising Section

Q: In the past, Seoul was never a
must-visit destination for foreign
tourists. Has this changed?

A. Yes! It has always been true that
tourists from Europe or North America
used to prefer to visit nearby European
countries or Oceania for the nice natural
surroundings rather than faraway Asian
countries. For those visiting Asia, Japan
or Hong Kong were favored destinations.
We started overseas marketing in earnest
in 2008 to enhance brand value and publicize
the name of Seoul around the world, keeping
in mind that the competitiveness of the city
sets the bar for national competitiveness.

The view of foreigners toward Seoul as
a tourist destination has changed, perhaps
as a result of such efforts. At our request,
global marketing-research company AC
Nielsen analyzed the effects of overseas
marketing activities. A survey of 2,100
potential travelers to Seoul from the U.S.,
China, Thailand and Japan, aged between
18 and 54, found that the majority ranked
Seoul as the city they would like to visit
the most, compared with cities in Japan,
China and Thailand. We are planning
programs, such as the 2010 World Design
Capital and the Visit Korea Year 2010, to
make Seoul a top tourist destination.

Q. Are the city’s efforts to boost cultural
activities achieving results? Also, how

do you see the link between design
and tourism?

A. Culture is an important factor in urban
competitiveness; it is difficult to remain
ahead of other cities based simply on economic
strength and human capital. In terms of
employment opportunities and stimulating
production, the cultural industry is superior
to the manufacturing or services industries.
Cultural capital is an important resource
that makes a city attractive. When culture
flourishes, tourists and investors are naturally
attracted and the value of products made
in the city increases.

Urban design is an immediately apparent
visual aspect of a city’s culture. Seoul is
upgrading its competitiveness through the
refurbishment of overall urban design. Seoul
Design Headquarters, a newly launched
organization, has been assigned the duty
of refurbishing the design of public buildings
in the city and encouraging the design ele-
ment of new privately built buildings.
Dongdaemun Design Plaza, designed by
the world-famous architect Zaha Hadid, is
an example of such efforts.

In 2007, the International Council of Societies
of Industrial Design designated Seoul as
the World Design Capital 2010 in recognition
of our efforts. The Seoul Design Olympics,
first held in October 2008 as an annual
event, is part of such efforts. It is a design
festival for world-famous names in the

public, industrial, fashion and graphic design
sectors. The city is also carrying out a
“Street Renaissance” in which it will make
its streets more accommodating to pedestri-
ans and a “City Gallery” project in which
art will be displayed in public spaces.

Q. What events will be held in Seoul as
part of Visit Korea Year 2010?

A. The Korean Government has declared
2010-2012 as Visit Korea Years and selected
Seoul — which is also the World Design
Capital 2010 — as the partner city. On Nov.

11, the opening event for the Visit Korea
Year 2010 and the World Lantern Festival
will be held in central Seoul’s Cheonggye
Plaza. Major events in 2010 include the Hi
Seoul Festival in the first week of May —
Korea’s largest festival; a range of spring
events held in connection with Seoul’s year
as World Design Capital, including the
World Design Cities Summit, the Seoul
Living Design Fair and the International
Digital Printing and Graphic Design Show;
and the World Lantern Festival in November.

Q. Could you recommend three must-
visit places or must-do things in Seoul
for foreign tourists?

A. I would recommend the Moonlight
Rainbow Fountain along the Banpo Bridge
on the Han River and nearby Banpo Hangang
Park. The gush of water from the 380 nozzles
on both sides of the bridge create a fantastic
scene in combination with the multicolored
lights and music that accompanies it. It
has been recognized by the Guinness Book
of Records as the world’s longest bridge
fountain. Then, I would recommend the
six royal palaces. Built during the Joseon
Dynasty (1392-1910), they offer visitors a
glimpse of the architectural styles of the
past. And each has a unique atmosphere
depending on the season. Thirdly, the
beautiful nightscape, as seen from the Seoul
“N” Tower on top of Mount Namsan, in
the middle of the city, provides a really
nice experience.

This vibrant city aims to become a top tourist destination

The text of this Special
Advertising Section was
written by Andrew Salmon.

Oh Se-hoon, mayor of Seoul

Oh Se-hoon, mayor of Seoul, has been a leading promoter of the
city’s reinvention as a global tourist destination. In an interview
with Andrew Salmon, the mayor talks about the city’s progress so far

VISIT KOREA 2010

DISCOVER
SEOUL

www.visitseoul.net
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Trading-case suspect is tied to Tamil probeTrading-case suspect is tied to Tamil probe
nam and his ring of alleged co-con-
spirators earned $20 million in im-
proper gains. Mr. Rajaratnam’s New
York-based Galleon fund firm man-
ages $3.7 billion.

Jim Walden, an attorney for Mr.
Rajaratnam, said his client is inno-
cent and will fight the insider-trad-
ing charges.

There doesn’t appear to be a con-
nection between the investigations.

The Tamil Rehabilitation Organi-
zation, the group to which Mr. Ra-
jaratnam made donations, was
heavily involved in coordinating
and funding relief activities in early
2005 after a tsunami battered Sri
Lanka and other parts of South and
Southeast Asia. But the group later
came under scrutiny for ties to the
LTTE.

Mr. Walden said Mr. Rajaratnam
made charitable donations “to re-
build homes destroyed by the tsu-
nami,” and that he wasn’t involved
with the LTTE.

Mr. Rajaratnam made other less
controversial donations to Sri Lan-
kan causes over the years. In 2004,
he contributed funding to help Sri
Lanka buy dogs to detect land mines
laid during the country’s civil war.

Mr. Rajaratnam wasn’t charged
in the terrorism probe, which was
led by the FBI and federal prosecu-
tors in Brooklyn, New York.

Eight other people have pleaded
guilty to attempting to provide mate-
rial support to the group, desig-
nated as terrorist by the U.S.

Prosecutors in the cases don’t al-

lege that Mr. Rajaratnam and other
donors knew their contributions
were routed to the Tamil Tigers.

Documents in a federal criminal
complaint filed in U.S. District Court
in New York’s Eastern District in-
clude allegations by federal agents
that money donated to a U.S. charity
called the Tamil Rehabilitation Orga-
nization, or TRO USA, of Cumber-
land, Md., was funneled to the Tamil
Tigers insurgency.

The case was brought against
Karunakaran Kandasamy, described
by prosecutors as the head of the
U.S. branch of the LTTE.

Mr. Kandasamy pleaded guilty in
June to providing material support
to a terrorist group. His attorney
said Mr. Kandasamy is awaiting sen-
tencing.

In the same case, an FBI agent
cites documents uncovered in court-
authorized searches as showing do-
nations to TRO USA made by a per-
son identified as “individual B.” Mr.
Rajaratnam is “individual B,” accord-
ing to people familiar with the
probe.

“Individual B” made donations
to TRO USA totaling $1 million in
2000, according to bank records
cited by the FBI. In 2004, “individ-
ual B” made an additional $1 million
donation, according to bank records
cited by the FBI. The funds were
then wired to the TRO’s Sri Lanka
bank accounts.

Mr. Kandasamy, according to the
federal complaint, told investiga-
tors the Tamil Tigers controlled the
TRO charity. In response to an FBI

raid on TRO USA offices in 2006, the
group said it was a relief organiza-
tion, and that its only relationship
with the Tamil Tigers was in the
course of the work conducted in re-
gions then controlled by the LTTE.

Mr. Rajaratnam’s donations

were “responsible for rebuilding
thousands of homes for Tamils, Sin-
halese, and Muslims without dis-
crimination,” Mr. Walden said.

The arrest of Mr. Rajaratnam
was the talk of the weekend in In-
dian circles, coming during Diwali,
an important Hindu festivals.

Many South Asians gather at tem-
ples and people’s homes, and “it was
all anyone could talk about,” said a
person who knows Mr. Rajaratnam.
“We are all trying to figure out if we
can help in any way because he has
been so generous, but it’s difficult to
say what one can do given that it’s
now a judicial case.”

Mr. Rajaratnam was a contribu-
tor to various causes, from those
that promoted development in the
Indian subcontinent to programs
that benefited lower-income South
Asian youth in the New York area.

He was also active politically.
Data from the Center for Responsive
Politics shows that Mr. Rajaratnam
donated $26,200 to the U.S. Demo-
cratic Party’s fund-raising arm in
2007. He also provided $4,600 in
2008 to the campaign of President
Barack Obama.

In addition to Mr. Rajaratnam,
the others charged in the insider-
trading case were:

n Robert Moffat, 53, an execu-
tive at International Business Ma-
chines Corp. in charge of its supply
chain, who has been considered a po-
tential future candidate for CEO.

n Rajiv Goel, 51, an executive in
the treasury department of Intel
Corp., who graduated from the Uni-
versity of Pennsylvania’s Wharton
School in 1983, the same year as Mr.
Rajaratnam.

n Anil Kumar, 51, a director at
management-consulting firm Mc-
Kinsey & Co., whom the SEC de-
scribed as a friend of Mr. Rajarat-
nam and an investor in Galleon
funds.

n Mark Kurland, 60, of New Cas-
tle Partners LLC, a hedge-fund
group started in 1995 at Bear
Stearns Asset Management Inc.

n Danielle Chiesi, 43, a portfolio
manager at New Castle.

Relying on phone wiretaps, the
criminal complaint described a pe-
riod from 2006 and 2008 when Mr.
Rajaratnam and his group allegedly

swapped information that could
move a stock.

Wiretap transcripts appeared to
show Mr. Rajaratnam working
closely with Ms. Chiesi, with her
serving as a key link between him
and a network of contacts.

What were described as wiretap
snippets suggested audacity but
also at times nervousness.

“I swear to you in front of God…
you put me in jail if you talk,” Ms.
Chiesi told an unnamed alleged co-
conspirator on Aug. 27, 2008, the fil-
ings say. “I’m dead if this leaks. I re-
ally am.… and my career is over. I’ll
be like Martha f—ing Stewart.’ ”

During a call in August 2008, ac-
cording to the filings, Mr. Rajarat-
nam and Ms. Chiesi discussed their
concerns that their trading would
draw regulators’ attention.

“On Akamai or IBM, anything, be
radio silent,” Mr. Rajaratnam told
her, according to court filings. “I’m
radio silent,” Ms. Chiesi replied, ac-
cording to the filings.

Mr. Moffat’s lawyer, Kerry
Lawrence, said his client was
“shocked” by the charges. “We look
forward to a favorable resolution of
the case.” IBM declined to comment.

Charles Clayman, a lawyer for
Mr. Kumar, also described his client
as shocked, saying, “He emphati-
cally denies these charges.”

Mr. Kumar’s employer, McKin-
sey, said: “The firm was distressed
to learn that Mr. Kumar has been ar-
rested and is looking into the matter
urgently.”

A spokesman for Intel, where Mr.
Goel works, said he had been
“placed on administrative leave as
we look into this matter. Intel…has
not been contacted by authorities.”

A lawyer for Mr. Goel couldn’t be
reached to comment. Mr. Goel didn’t
return a call to his home.

Lawyers for Ms. Chiesi and Mr.
Kurland declined to comment. Mes-
sages for their employer, New Cas-
tle, weren’t returned Friday night.

A spokesman for Galleon said it
was “shocked” at Mr. Rajaratnam’s
arrest and intends to cooperate
fully, adding: “Galleon continues to
operate and is highly liquid.”
 —Amol Sharma in New Delhi

and Kara Scannell
contributed to this article.

Continued from page 21
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CORPORATE NEWS

GM,ChinesefirmtargetIndia
DealwithU.S.firm
wouldgiveSAIC
accesstohotmarket

BEIJING—General Motors Co. is
in discussions with partner SAIC
Motor Corp., China’s largest auto
maker by sales volume, on coopera-
tion in India, a person familiar with
the matter said Friday.

Such a partnership, if realized,
would mark another means by
which Chinese auto makers are ex-
panding into global markets.

Recent attempts by Chinese com-
panies to enter deals overseas have
focused on acquiring foreign tech-
nology.

In this case, an alliance with GM
in India would help SAIC gain access
to customers in one of the fastest-
growing auto markets.

The move would also further
raise the profile of GM’s relationship
with SAIC, its chief joint-venture
partner in China, set to become the
world’s largest auto market this
year.

GM Chief Executive Frederick
“Fritz” Henderson said Tuesday in a
Shanghai news briefing, “We have
an extremely strong partnership
with SAIC and we continue to grow
that partnership in multiple ways.”

The person familiar with the

talks said details of cooperation be-
tween SAIC and GM in India haven’t
been finalized.

A media report in India said
SAIC may buy a stake in GM’s Indian
unit. GM declined to confirm the re-
port.

GM’s Shanghai-based spokesman
Michael Albano said, “We’re often
talking to [SAIC] about opportuni-
ties to improve both companies.”

He said, “India, among other
countries, might be part of those

discussions.”
GM sees India “as a great growth

opportunity,” Mr. Albano said. “We
probably could see the need to ex-
pand the portfolio,” he said. Cur-
rently, GM mainly produces passen-
ger vehicles in India.

GM and SAIC have a 50-50 joint
venture in China, Shanghai General
Motors Corp., which makes passen-
ger vehicles.

With Wuling Automobile Co.
and SAIC, GM makes microvans in a

joint venture called SAIC-GM-Wul-
ing Automobile Co.

The Wuling venture is exporting
some models to Peru under the
Chevrolet brand.

GM said last month it will start
exporting Wuling vehicles to other
markets in South America, as well
as to markets in North Africa and
the Middle East.

Outside of China, SAIC has a
9.8% stake in GM’s Korean unit, GM
Daewoo Auto & Technology Co.

BY PATRICIA JIAYI HO

GM produces Buicks in China in partnership with SAIC. Above, a Buick in Shanghai
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U.S. approves
cancer vaccine
made by Glaxo

After a long delay, the U.S. Food
and Drug Administration approved
for sale one of GlaxoSmithKline
PLC’s most important new products,
Cervarix, a vaccine designed to pro-
tect against cervical cancer in
women, the company said Friday.

The vaccine will compete against
Merck & Co.’s Gardasil, which was
approved in 2006. FDA’s approval
follows a recommendation by an
outside panel of medical experts in
September. The panel said the vac-
cine was safe and effective at pre-
venting an infection that can cause
cervical cancer in women as well as
a precancerous condition that can
lead to cervical cancer.

The vaccine is approved for use
in girls and women ages 10 to 25.

Glaxo first sought FDA approval
for Cervarix in 2007, but the FDA
said it needed more information be-
fore it would consider approving the
vaccine. Glaxo refiled the application
for Cervarix in March.

During last month’s FDA advisory
committee meeting the agency
raised concerns about a higher rate
of miscarriages among females who
received Cervarix and said it
couldn’t rule out a “small effect” on
pregnancies. (Cervarix and Gardasil
aren’t approved for use in pregnant
women.)

The agency has said it would re-
quire a post-marketing safety study
to monitor the outcome of pregnan-
cies in women who might receive
Cervarix along with other potential
safety concerns.

Glaxo has hopes that the vaccine
will become a big seller, but analysts
say the company could have a hard
time catching up to Gardasil in the
U.S.

Cervarix is designed to protect
against cervical cancer and other
conditions linked to two strains of
human papillomavirus a common
sexually transmitted disease.

Cervarix protects against HPV
strains 16 and 18, which are linked to
about 70% of cervical-cancer cases
in the U.S. Gardasil also protects
against the same strains along with
two others that are linked to genital
warts in both men and women.
There is also evidence that Cervarix
protects against cancer caused by
another HPV strain that is closely
related to types 16 and 18.

The FDA has said that about 40
strains of HPV infect the human gen-
ital tract, so neither Cervarix nor
Gardasil protects against all HPV in-
fection.

HPV vaccines are designed to be
administered before people become
sexually active. In the U.S. the Cen-
ters for Disease Control and Preven-
tion recommends that Gardasil be
offered to girls ages 11 to 12, along
with other vaccines that are rou-
tinely given to that age group. Once
vaccines are approved by the FDA,
they are later considered by a CDC
advisory panel. Private insurance
companies typically wait for CDC
panel endorsement of vaccines be-
fore agreeing to pay for them.

BY JENNIFER CORBETT DOOREN

GMcontinuestosupportOpelsaletoMagma

General Motors Co., looking to
finalize the sale of its Opel unit to
Magna International Inc. as soon
as midweek, doesn’t plan to recon-
sider the bidding process that led to
the sale of its German unit despite
concerns by the European Union re-
lated to that process, according to
people familiar with the matter.

While the auto maker continues
to prefer a sale to Magna, GM exec-
utives are prepared to move to its
Plan B if that deal should fall
through, these people said. That
backup plan calls for GM keeping
control of Opel and implementing
deeper restructuring actions than
Magna is planning.

If forced to go alone, GM would
fund the restructuring, which in-
cludes far more drastic headcount
reductions, by soliciting government
support or putting Opel into insol-
vency.

GM Chief Executive Frederick
“Fritz” Henderson had hoped to

sign the Magna deal last week, but
regulatory issues have postponed
the move. Mr. Henderson, named
CEO in late March, is juggling a full
slate of restructuring initiatives in
the U.S., Asia and Europe aimed at
bringing GM into the black follow-
ing a 40-day bankruptcy this sum-
mer.

His plan for Opel—which met
strong scrutiny from GM’s new
board—was thrown into question
late last week after the EU’s compe-
tition commissioner, Neelie Kroes,
sent a letter to German Economics
Minister Karl-Theodor zu Gutten-
berg saying GM “should have the
opportunity to reconsider the bid-
ding process.”

Mrs. Kroes pointed to “signifi-
cant indications” that Germany had
made €4.5 billion ($6.72 billion) in
state aid for Opel contingent on Ma-
gna winning the bid, therefore vio-
lating EU state aid and market rules.

Belgian private-equity group
RHJ International Inc. made a bid

for Opel, an offer that GM’s senior
management initially favored. Yet
once it became clear that Germany’s
offer of financial aid was only open
to Magna, GM’s board abandoned
the RHJ option and agreed to a mar-
riage with Magna.

Berlin also opposed the idea of
GM keeping and revamping Opel it-
self, one option GM’s board also
considered. Under the preliminary
agreement that GM reached with
Magna last month, the Canadian au-
to-parts maker and its partners
would acquire a 55% stake in Opel
and its U.K.-based sister company
Vauxhall. Opel employees would
hold 10%, while GM would retain the
remaining 35%.

Mr. Guttenberg Saturday sought
to assure that Mrs. Kroes’s requests
could be satisfied and that the sale
to Magna and its Russian part-
ners—auto maker OAO GAZ Group
and state-controlled OAO Sber-
bank—would go through as planned.
Speaking to reporters, he said he

was confident “that the right an-
swers will be found” to allay the Eu-
ropean commissioner’s concerns.

Despite Mrs. Kroes’s reservations
about the deal, it doesn’t appear
she’s aiming to scuttle it. The com-
missioner’s spokesman said over the
weekend that GM needed to be “for-
mally told” that the aid would be
broadly available. That suggests
Germany could resolve the EU’s con-
cerns relatively simply—if it’s will-
ing to make the assurance.

If GM were to consider another
plan for Opel, German Chancellor
Angela Merkel could then find her-
self in the awkward position of fi-
nancing an outcome that slashed far
more Opel jobs in Germany and
shuttered some of its plants. Ms.
Merkel and her conservative allies
are eager to preserve the Magna
deal ahead of critical regional elec-
tions next May.

Magna has said that roughly
4,000 of the 10,500 Opel jobs it
would have to cut across Europe
would be in Germany, but it has in-
dicated it wouldn’t shut any plants
there. Government officials in the
U.K., Spain and Belgium have raised
objections, arguing German jobs
would be protected at the expense
of those in their countries.

GM’s go-it-alone, Plan B would
likely include thousands of more job
cuts, and at least one plant closure
in Germany, say people familiar with
the matter.

EU rules restrict how govern-
ments can dole out aid, to prevent
states from giving an unfair boost to
one company over another in Eu-
rope’s common market. As competi-
tion commissioner, Mrs. Kroes must
sign off on state-aid deals.

—Charles Forelle and Phred
Dvorak contributed

to this article.

BY JOHN D. STOL
AND VANESSA FUHRMANS

The Opel plant in Bochum, Germany, this month.
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Analysts say Glaxo
could have a hard
time catching up to
Gardasil in the U.S.
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Downside risk seen for copper
Trade range may face
test if stocks stall,
demand remains soft

Fund-management firms
face lower bonus pools

By Alex Wilson

MELBOURNE—BHP Billiton
launched a friendly 204 million Aus-
tralian dollar ($187.7 million) take-
over of United Minerals Ltd., scut-
tling Chinese plans to take a stake in
the explorer’s iron-ore assets.

The deal, a tiny one by BHP’s stan-
dards, may be taken by some as a sig-
nal the mining company is willing to
consider smaller deals and prompt
speculation about the next possible
target. BHP is offering A$1.30 a
UMC share in a bid that is recom-
mended by the board of the Perth
iron-ore and bauxite explorer. It is
conditional on UMC abandoning a
planned deal with China Railway
Materials Commercial Corp.

United Minerals
backs BHP offer

By Allen Sykora

Copper’s trading pattern in com-
ing weeks may be determined by
whether the metal draws support
from recent stock-market strength
and dollar weakness, or whether ris-
ing inventories and sluggish econo-
mies in industrialized nations take a
toll.

For now, these factors have been
offsetting one another, leaving cop-

per in a trading
range for weeks.

Analysts sug-
gest this range-
bound pattern may

continue for a while yet, but say
there is greater risk of a test of the
lower end of the price range should
equities quit rising while copper in-
ventories keep climbing.

Since late August, December cop-
per on the Comex division of the New
York Mercantile Exchange has been
stuck between a low of $2.64 a pound
hit on Oct. 2 and a pair of
$2.9895-$2.9890 highs hit Aug. 28
and Aug. 31. Nearby October copper
fell 1.35 cents Friday to settle at
$2.8375 a pound, while most-active
December fell 1.35 cents to settle at
$2.8455.

“The weaker dollar has sup-
ported commodity prices pretty
much across the board,” said John

Gross, publisher of the Copper Jour-
nal. “That has offset the decline in
demand that has occurred in most
countries other than China.”

With global demand remaining
weak, he said, exchange warehouse
inventories are steadily rising. The
combined total for Comex and Lon-
don Metal Exchange is now over
400,000 metric tons, compared
with the low point hit in July of
312,357, Mr. Gross said.

Michael Gross, broker and fu-
tures analyst with OptionSellers.
com, said traders also appear to be
reluctant to sell copper due to
strong corporate earnings lately.
That strength has created at least
some optimism about the economy
and thus demand for the metal.

The Dow Jones Industrial Aver-
age last week hit the 10000 level for
the first time in a year. Stronger
stocks also tend to hint at economic
improvement that helps copper.

“Even if copper is not rallying
with the equity market dollar-for-
dollar in a tight correlation, it is go-
ing to lend some spillover support,
along with the weakness we’ve
seen in the dollar,” said Adam
Klopfenstein, senior market strate-
gist with Lind-Waldock.

But Michael Gross and Mr.
Klopfenstein also suggested the up-
side is limited by concerns about de-
mand. “You still don’t have any base
demand. Everything is all specula-
tive right now,” Michael Gross said.
“We’re speculating demand is going
to pick up, but it hasn’t yet, and
that’s probably why you’re not get-

ting any upside-breakout support.”
Economic data aren’t yet point-

ing to a strong recovery in the hous-
ing market, important to copper due
to uses such as electrical wiring, Mr.
Klopfenstein said. “You’re still see-
ing a lot of slack in the labor market,
so I don’t think there is going to be a
lot of need from rebuilding homes,”
he added.

Analysts generally look for cop-
per to remain in its range for the
foreseeable future, but some sug-
gest a higher probability of a move
toward the lower end than the up-
per end.

By Aaron Lucchetti

While pay is roaring back on Wall
Street, money managers at some
large mutual-fund firms are facing
another down year, according to a re-
port from recruiting firm Russell
Reynolds Associates Inc.

Bonus pools at fund-manage-
ment firms are likely to shrink by
as much as 35% as the $10 trillion
industry copes with reduced as-
sets and a stock market that has
been hard on business.

In contrast to U.S. banks that
have “turned the corner and really
rebounded” from 2008, “asset man-
agers are suffering another down
year” because they are “feeling the
full brunt of the downturn that
started last year,” said Debra
Brown, a managing director at Rus-
sell Reynolds.

Asset managers collect their
revenue based on a percentage of
the assets under management
throughout the year. Because ma-
jor stock indexes didn’t fall
sharply in 2008 until late in the
year and have spent all of 2009 re-
covering that lost ground, many
asset managers are holding a
smaller pile of assets from which
to take their percentage-based
fee.

Overall, fund-industry assets
stood at about $10.6 trillion at the
end of August, down 8% from $11.6
trillion in August 2008, according
to trade group Investment Com-
pany Institute.

In addition, few asset-manage-
ment companies have major trad-
ing operations. That means they

aren’t getting a lift from the resur-
gent stock and bond trading that is
bolstering the bottom line at banks
such as Goldman Sachs Group Inc.
and J.P. Morgan Chase & Co.

The fund industry’s turmoil has
led to some difficult conversations
at fund companies, with execu-
tives at one firm recently holding
an “internal road show” to tamp
down pay expectations, Ms. Brown
said.

At some firms, 2009 pay is
likely to be flat to down by a few
percentage points, according to
Russell Reynolds. At firms that

have struggled more, pay cuts are
likely to reach 20% to 35%.

Compensation in the asset-man-
agement business “will likely catch
up next year and the year after” as
markets recover, said Ronald P.
O’Hanley, president and chief exec-
utive of BNY Mellon Asset Manage-
ment, a unit of Bank of New York
Mellon Corp.

As controversy builds over pay
at financial firms, fund companies
are considering the idea of defer-
ring more payments in stock or
plans tied to multiyear perform-
ance, said Cornelia Kiley, a Russell
Reynolds managing director.
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Managers hold
smaller piles of
assets from which
to collect their fees.
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