
WIDESPREAD DEVASTATION: A man sits on a motorcycle outside a collapsed shopping mall in Padang, Sumatra. At least 75 people
died and thousands were trapped under rubble there, officials said. Page 3.
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Powerful earthquake rocks Indonesian island

European markets sizzle
But weak end to quarter revives doubts about durability of shares’ rally

Olympic hopefuls

As Friday’s vote looms, four
2016 bid cities make pitches
News in Depth, pages 14-15

4 p.m. ET
PCT

CLOSE CHG

DJIA 9712.28 -0.31
Nasdaq 2122.42 -0.08
DJ Stoxx 600 242.47 -0.46
FTSE 100 5133.90 -0.50
DAX 5675.16 -0.67
CAC 40 3795.41 -0.49

Euro $1.4615 +0.52
Nymex crude $70.61 +5.85

By Christina Passariello

Giorgio Armani, after re-
covering from a months-long
bout of hepatitis, slightly loos-
ened his grip on his fashion em-
pire Wednesday, naming one
of his most-loyal executives as
deputy chairman, as part of a
management reorganization.

The reorganization—
which includes expanding his
company’s board of directors
and delegating more power to
nonfamily members—comes
as the self-described “dictato-
rial” designer grapples with
the future of his business.

The 75-year-old Mr. Ar-
mani, who owns 100% of Gior-
gio Armani SpA, is a rarity in
that he runs the creative and
business sides of his Italian
fashion house. He recently at-

tributed his illness to the phys-
ical and mental toll of work-
ing long hours for decades.
The question of whether a
fashion house can outlive its
designer is perhaps more ur-
gent at Giorgio Armani than
at any other family-owned
fashion business. The white-
haired designer is inextrica-
bly linked to the brand’s im-
age, taking the runway bow,
personally dressing celebri-
ties such as Cate Blanchett,
and attending the Academy
Awards.

Mr. Armani shot to fame in
the 1980s for his tailored jack-
ets, stripped of their bulky lin-
ing, and for courting Holly-
wood. His styles are ac-
claimed for their expert cut
and their classic look that can
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The Lisbon agenda
A No vote in Ireland
could revitalize European
politics. Page 13

By Marc Champion

BRUSSELS—Both Russia
and Georgia claimed vindica-
tion Wednesday after a nine-
month European Union inves-
tigation into last year’s war in
the Caucasus found that
Tbilisi triggered the conflict,
but Moscow acted illegally in
the extent of its invasion of
Georgia and allowed “ethnic
cleansing.”

The roughly 1,000-page EU
report, released on Wednes-
day by Swiss diplomat Heidi
Tagliavini, found no evidence
to back Russian claims that
Georgia committed genocide
on the night of Aug. 7-8, 2008.

The conflict, which briefly
brought the U.S. and Russia
into Cold War-style confronta-
tion, left some 850 people
dead and 35,000 displaced,
and severely weakened Eu-
rope’s security agreements.
Russian forces remain in occu-
pation of two Georgian territo-
ries, Abkhazia and South Osse-
tia. Moscow has recognized
them as independent states.

Ms. Tagliavini’s conclu-
sions were nervously awaited
by both sides, each of which
has brought lawsuits against
the other in international
courts. While the report at-
tacked Russia’s efforts to en-
force a sphere of influence
among its ex-Soviet neigh-
bors, the finding that Georgia
shot first could undermine
Tbilisi’s efforts to push to join
Western institutions such as

Please turn to page 31

Russia,
Georgia
share
EU blame

Re
ut

er
s

Leading the News: Lisbon Treaty could be EU’s last federalization bid for a while
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Armani executives

will take new duties

By Sarah Turner

And Annelena Lobb

European stock markets
ended one of their strongest
quarters in years with a
whimper, raising questions
about the durability of a
rally that stretches back to
March.

France and the U.K. led
the third-quarter romp with
t h e C AC - 4 0 a n d t h e
FTSE-100 surging nearly
21%. It was the best quar-
terly percentage gain in the

25-year history of the U.K. in-
dex and the best quarter for
the French index since the
end of 1999. Germany’s DAX
rose 18%, its best quarter
since 2003.

The pan-European Dow
Jones Stoxx 600 index
gained nearly 18% for the
quarter, its best perform-
ance since the fourth quar-
ter of 1999. The Dow Jones In-
dustrial Average rose 15% in
the quarter.

Wednesday, the FTSE 100
index declined 0.5%, its

fourth loss in six sessions, to
5133.90. The DAX index fell
0.7% to 5675.16, and the
CAC-40 index lost 0.5% to
3795.41. For both, it was the
fifth loss in the past six ses-
sions.

During the quarter, glo-
bal stock markets extended a
rebound that began in early
March as fears of ever-inten-
sifying financial system
problems began to abate.
Since then, investors have
steadily increased their ap-
petite for risk, helping to

drive stock markets higher.
Markets in Poland, Hun-

gary and the Czech Republic
had strong quarters, but
many Central and Eastern
European markets didn’t
match the huge gains made
in the second quarter. Rus-
sia’s RTS index, for instance,
gained 27% in the third quar-
ter compared with a 43%
surge in the second quarter.
Gains were more modest
across Asia, and China’s
Shanghai Composite index
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Now comes the hard part.
By laying the groundwork

for his succession Tuesday,
J.P. Morgan Chase CEO
James Dimon apparently
feels the bank is strong
enough to contemplate life
after him. Mr. Dimon will be
remembered for protecting
J.P. Morgan during the
credit crunch. But what hap-
pens next matters for who-
ever takes the reins—and for
anyone eyeing J.P. Morgan
stock after its 176% rise
since March.

Going into the crash, the
bank showed lackluster re-
turns in several areas and
posted a 13% return on eq-
uity in 2006, below rivals
like Wells Fargo and Bank
of America. That was partly
because J.P. Morgan was re-
luctant to load up on higher-
yielding but dangerous prod-
ucts and partly because Mr.
Dimon’s moves to boost re-
turns were at an early stage.
But competitors were better
in key areas. Once rivals re-
assert themselves, J.P. Mor-
gan might not look so im-
pressive.

Judging the bank’s under-
lying performance may be
tough. Over coming quarters
J.P. Morgan will likely beat
earnings expectations. But
investors should closely
track how big units like the
investment bank and retail
banking franchise perform.

Right now, the invest-
ment bank is humming. It
dominates many deal league
tables and should continue
to perform well, given its
strong balance sheet. It is

also looking more nimble
than Goldman Sachs in fixed-
income trading. That reve-
nue soared nearly 250% in
the first half, compared with
142% for Goldman.

But the investment bank
does pose challenges. Inves-
tors don’t typically award
capital-markets revenue
high multiples, and if mar-
kets continue to normalize,
opportunities for outsized
gains evaporate. What’s
more, certain broker-dealer
businesses face tighter regu-
lation and capital require-
ments that could prompt J.P.
Morgan and others to scale
back, denting revenue.

Given the stretched bal-
ance sheet of U.S. house-
holds, J.P. Morgan’s retail ex-
posure could be a drag in
the longer term. Morgan
Stanley calculates consumer
loans make up 76% of total
on- and off-balance-sheet
loans at J.P. Morgan, com-
pared with 50% for its peers.

Mr. Dimon emerges victo-
rious from the worst bank-
ing crisis since the Depres-
sion. He now has to win the
peace. —Peter Eavis

The South African govern-
ment has forced MTN Group
to remain rooted on home
turf. India’s Bharti Airtel has
again been shut out of an at-
tempt to combine with MTN
after regulators insisted on a
shareholder arrangement
that would keep the com-
pany listed in South Africa.

In one sense, the news
should be welcomed. A key ob-
jective was to give MTN and

Bharti greater scale that
would help them compete
with the likes of Vodafone in a
race to reach new markets.
But with Bharti planning to
own just 49% of MTN, manage-
ment of the two companies
was to remain separate. That
would have made it tough to
capitalize on new opportuni-
ties. And cost-saving opportu-
nities were minimal given the
businesses didn’t overlap.

So, where can MTN turn?
One option: If MTN can’t
take the junior role, it can
try leading the hunt. Vivendi
and other large telecoms
have been cutting deals in
emerging markets.

Bharti could yet try
again. In the meantime,
MTN may add to the compe-
tition for emerging-market
assets still available.
 —John Jannarone

Without Bharti, MTN can hunt alone

A new way to lay bets on sovereign risk

Christian Lacroix expects financial assistance from Mideast sheik

Even as markets price in a
recovery, sovereign risk has
stayed on investors’ radar
screens. And not just for de-
veloping countries. The new-
est credit-derivatives index
covers 15 Western European
nations, including France,
Germany and the U.K.

The start of trading in
the Markit iTraxx SovX West-
ern Europe underlines that
stratospheric government
bond issuance still generates
chances to make money.

The SovX index can be

used for hedging and to ex-
press views about sovereign
risk versus other types of
credit risk. For instance, an
investor could sell protec-
tion on SovX and buy protec-
tion on the iTraxx Senior Fi-
nancial index if they believe
credit risk will move back to
the private sector once West-
ern European banks can
stand on their own feet. Or
investors with strong views
about the credit quality of a
single sovereign issuer could
use the index to hedge out

the impact of broad move-
ments in sentiment about
sovereign debt overall.

The index price also will
track perceptions of sys-
temic risk in credit markets.
At Tuesday’s level around
0.47 percentage point, the
index is still nearly double
the theoretical price calcu-
lated a week after Lehman
Brothers’ default. Some
other indicators that have
recovered to summer 2008
levels. A sobering thought.
 —Richard Barley

be worn season after season.
On Wednesday, the company said

John Hooks will become deputy
chairman—a new position—in Janu-
ary. Mr. Hooks will take charge of
brand development and commercial
strategy. He will retain responsibility
for Armani’s foreign development.

Over the past several years, Mr.
Hooks has pushed Armani into im-
portant growth markets, such as
China and India, where larger luxury-
goods groups such as LVMH Moët
Hennessy Louis Vuitton had previ-
ously staked out their territory. Ar-
mani also said that Giovanni Ger-
botto, who already sits on the board,
will be in charge of the company’s fi-
nances and investments. He will be
succeeded as general manager by di-
vision head Livio Proli. With the ad-
dition of Mr. Hooks, Armani’s board
will expand to seven members, of
which three aren’t family members.

The management shake-up still
leaves a question mark over the com-
pany’s long-term future. Mr. Armani
hasn’t publicly designated a succes-
sor—on either the creative or the
management side—though he has
flanked himself with two nieces and
a nephew. His nephew, Andrea Cam-

erara, has recently taken on a more
visible role as nonexecutive director
in the president’s office. One niece,
Silvana Armani, designs some of the
collections, and Roberta Armani
handles public relations.

For years Mr. Armani’s empire
has been closely watched by bank-
ers and financial advisers in Milan
for the slightest sign that the de-
signer is grooming a possible succes-
sor. Wednesday’s announcement
shows that, even as he delegates
more authority to lieutenants, Mr.
Armani isn’t ready to give up his
powers as CEO, said Fillipo Lardera,
a Milan-based managing director at
mergers-and-acquisitions consult-
ing firm Compass Rondelli Advisors.

Mr. Armani also recently dis-
missed the idea of ceding any finan-
cial control over his fashion house.
“No sale, no acquisitions,” Mr. Ar-
mani exclaimed last week, according
to local reports, as he rushed back-
stage after his fashion show in Milan.
In recent years, Mr. Armani has
toyed with the idea of listing his com-
pany on the stock exchange or selling
it, before changing his mind again.

Most of Italy’s family-owned
fashion businesses have turned op-
erational responsibilities over to

professional managers. Roberto Cav-
alli in September brought in a
former LVMH manager as chief exec-
utive, after the designer didn’t go

through with a plan to sell a stake to
private-equity investors. Salvatore
Ferragamo hired a seasoned fashion
executive, a move meant to precede

a stock-market listing, which was
put on hold last year.
 —Stacy Meichtry contributed

to this article.

Continued from first page

Armani executives to get new roles as designer eases grip

J.P. Morgan’s next leap

Fashion designer Giorgio Armani, shown in Milan last month, will give greater responsibilities to two of his deputies.

Financial Analysis and Commentary
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Note: Returns for Goldman and 
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PARIS—A sheik from the United
Arab Emirates may save the founder-
ing Christian Lacroix fashion house
with an expected offer of Œ70 mil-
lion ($102 million) in new funds, the
company’s judicial administrator
said Wednesday.

“We are awaiting very shortly an
offer that would be fully satisfac-
tory, assuring all jobs,” said Regis
Valliot. The offer would guarantee
the continuation of Lacroix’s activi-
ties, from haute couture to ready-to-
wear to licensing agreements.

Lacroix, which employs 125 peo-

ple, filed for bankruptcy protection
earlier this year.

Mr. Valliot didn’t divulge a name,
but said a sheik of Ajman, one of the
Emirates, was making the offer. The
proposal was expected within the
next 48 hours, Mr. Valliot added.

The revelation comes on the first

day of the Paris ready-to-wear fash-
ion week, with Mr. Lacroix absent.

“It is an ideal solution that ap-
pears to be in the works,” Mr. Valliot
said.

The Italian group Borletti, once-
considered the most serious candi-
date to buy Lacroix, later withdrew.

The Falic Group, a U.S. duty free
retailer, bought Christian Lacroix
from the Paris-based luxury goods
empire LVMH Moet Hennessy Louis
Vuitton in 2005. The group had big
plans for Lacroix’s U.S. expansion,
but in 2008, the label posted a loss
of Œ10 million.
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Brown tries to keep focus on new policies
Labour plays up
pledges from speech
but loses a supporter

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

‘People decide elections, not newspapers. And it’s the people who will make up
their minds,’ U.K. Prime Minister Gordon Brown told Sky News Television.

By Laurence Norman

BRIGHTON, England—U.K. Prime
Minister Gordon Brown after promis-
ing a comeback to his Labour Party
faithful in the climactic speech of the
party’s annual convention, was on
the defensive on Wednesday .

Mr. Brown had on Tuesday
toasted the Labour government’s
hefty investment in public services,
unveiled a series of social policy ini-
tiatives including expanded free
care for the elderly and young chil-
dren, and sought to rouse Labour
members for the task ahead.

A YouGov poll for Sky News
taken Tuesday evening after the
speech showed a poll bounce from
Mr. Brown’s speech. YouGov had La-
bour just seven percentage points
behind the Conservatives—four
points less than the gap on Monday
and the slimmest difference for
months.

On Wednesday, senior ministers
sought to maintain the momentum,
pushing ahead on some of the new

proposals. Business Secretary Pe-
ter Mandelson announced an in-
crease in the minimum salary and
said the government would ban em-
ployers from using tips to meet
that basic wage.

The Sun daily newspaper stole
some of the momentum by saying it
was switching its allegiance to the
opposition Conservative Party. The
paper’s support was unlikely to
have won Mr. Brown the election
due by June, given how far behind
in the polls Labour already is. Brit-
ain’s partisan newspapers—rang-
ing from the left-wing Guardian to
the right-wing Daily Telegraph—
tend to “reinforce public attitudes
rather than change them,” said Pe-
ter Kellner, president of polling
firm YouGov.

But Mr. Kellner said the Sun’s
move mattered in terms of Labour
Party morale and “because it’s dis-
tracted attention from Gordon
Brown’s speech.”

The Sun, the U.K.’s biggest-sell-
ing daily, had demonized the La-
bour Party throughout the 1980s
and early 1990s and Mr. Brown’s
predecessor, Tony Blair, had lob-
bied for its support as he aimed to
broaden the appeal of the Labour
party. Labour won the paper’s en-
dorsement in 1997 and kept it in the

next two elections.
“People decide elections, not

newspapers. And it’s the people
who will make up their minds,” Mr.
Brown told Sky News Television on
Wednesday morning. News Corp.,
which owns Dow Jones & Co., pub-
lisher of The Wall Street Journal,

holds about a 39% stake in British
Sky Broadcasting Group PLC and
also publishes the Sun.

The Sun’s change of heart was
met with derision among Labour
Party members gathered at the sea-
side resort of Brighton. In a confer-
ence debate Wednesday afternoon,

Tony Woodley, joint general secre-
tary of Unite, the U.K.’s largest
union, stood at the podium and
ripped up a copy of the tabloid to
cheers from the audience.

In the interview, Mr. Brown
seemed frustrated with repeated
questions as to whether he would
definitely lead Labour into the elec-
tion. He replied he is the man to
lead Labour into the next general
election. “Of course,” he said. “The
most important thing in a reces-
sion is to keep doing the job neces-
sary.”

The recession, a parliamentary
expenses scandal, a rising death
toll among British troops in Afghan-
istan and concerns about Mr.
Brown's political touch have left La-
bour far behind in the polls. On
Tuesday, an Ipsos-Mori survey had
placed Labour third—behind the
centrist Liberal Democrats and the
Conservatives—for the first time
since the early 1980s.

Ed Balls, the secretary of state
for children, schools and families,
acknowledged the scale of Labour’s
difficulties. “It is going to be a hard
fight. Yes…we are the underdogs,”
he told the party conference on
Wednesday. “It will be the fight of
our lives—let us go and win it.”

By Sara Schaefer Muñoz

LONDON—The U.K.’s five largest
banks agreed to tighter controls on
bonuses that were laid out by the
G-20, after gaining assurance from
the U.K. government that foreign
competitors would be subject to the
same rules.

Following weeks of discussions
with the country’s largest banks,
the U.K.’s treasury announced
Wednesday that Barclays PLC,
HSBC Holdings PLC, Lloyds Bank-
ing Group PLC, the Royal Bank of
Scotland Group PLC and Standard
Chartered PLC would comply with
measures such as bonus clawbacks

following poor performance and
greater disclosures about the sala-
ries of banks’ top earners.

The U.K. government, because of
its role in the financial-system bail-
out last fall, owns 70% of RBS and
43% of Lloyds.

The Financial Services Author-
ity, the U.K.’s financial regulator,
had announced new regulations in
August that would mandate essen-
tially the same compensation re-
strictions.

The announcement comes as be-
leaguered Prime Minister Gordon
Brown, facing an election no later
than next spring, looks to build mo-
mentum from mixed results at his

Labour party’s annual conference
this week. In speeches there, both
the prime minister and his treasury
chief, Alistair Darling, vowed to
crack down on the bonus culture
they say helped cause the financial
crisis.

The rules go into effect next year
but will affect this year’s compensa-
tion. They state that banks must
have an independent committee
submit annual compensation re-
ports to the FSA. In addition, they
say senior executives and employ-
ees who manage risk must defer
40% to 60% of compensation over
three years, and at least 50% should
be in shares. There is also a require-

ment that poor performance should
lead to a return of a person’s bonus.
Banks could be subject to additional
capital requirements if they don’t
comply with the standards.

Some banks had raised concerns
that signing on to new rules ahead
of the banks of other nations would
put them at a competitive disadvan-
tage with both foreign rivals in the
U.K. and in their operations in finan-
cial centers such as New York.

However, in the discussions that
took place both before and after the
G-20, U.K. authorities assured the
country’s banks that the rules
would apply to all foreign-owned
subsidiaries, and also said that the
U.K.’s Financial Services Authority
“will work with overseas banking
regulators to ensure a consistent
and timely global application of
these reforms.”

The U.K. is counting on other
countries to quickly follow its lead.
If others are slow to match the
moves, the government would
likely come under significant pres-

sure to dial back measures that
would risk London’s prominence as
a financial center.

Alan Johnson, managing direc-
tor of Johnson Associates, a com-
pensation consulting firm, said
banks in the U.S. and elsewhere are
likely to agree to their own new
rules soon.

“Banks have less flexibility to do
nothing than they had six months
ago,” he said. But he noted that the
G-20 proposals “weren’t that spe-
cific” and may not have a lasting im-
pact.

U.K. banks agree to abide by tighter controls on bonuses
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The Organization of Petroleum
Exporting Countries has 12 mem-
bers, 11 of which participate in the
cartel’s output-quota system. A
Sept. 23 Leading the News article
about Saudi Arabia’s oil minister in-
correctly said OPEC had 11 members.
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Climbing trio | Quarterly index performance in major European markets
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Europe stock markets sizzled in third quarter

EU report blames Russia and Georgia for war
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Russia vs. Georgia: 
The rap sheet
Key findings of an EU investigation 
into the war in Georgia 

n Georgia triggered the war with an 
unjustified attack on Tskhinvali, 
South Ossetia

n The war was the "culmination" of 
years of acts such as Russia's 
illegal distribution of passports to 
South Ossetians and Abkhazians

n Russian claims that Georgia 
committed genocide against 
South Ossetian civilians were false

n Russia's military action beyond 
South Ossetia wasn’t "even 
remotely commensurate" with the 
threat to its peacekeepers

n Russian forces stood by while 
their South Ossetian allies 
conducted ethnic cleansing

n Russia's recognition of South 
Ossetia and Abkhazia as 
independent states is illegal.

Source: Report of the Independent International 
Fact Finding Mission on the conflict in Georgia

A woman near her burnt house in the village of Ergneti, west of Tbilisi, last year.
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declined 6.1%, its worst quarterly
showing this year.

The middling final sessions of
the third quarter have wakened the
specter of tougher days ahead.
Chatter of faltering economic

growth, difficult
fiscal situations
and a still-fragile
financial sector
has given market

bears a bit more to chew on in re-
cent weeks.

The global market gains “re-
flect all the incremental good
news” from the past year, said Ben-
jamin Segal, who runs Neuberger
Berman’s $7 billion international
stock portfolios. “We’ll need to see
more improvement than is reason-
able to expect to justify [another]
move up from here. The bar is set
fairly high already.”

In Europe, economic readings
have been better, but not particularly
great. Confidence is up in the U.K.,
but sentiment measures remain well
off prerecession levels. In Germany,
employment data improved, but that
gain may have stemmed more from
tabulation changes rather than from
any improvement in the domestic
jobs picture.

In the U.S., things are even fuzz-
ier. Economists were broadly sur-
prised to see consumer confidence
decline recently. They also ex-
pressed befuddlement at Wednes-
day’s Chicago purchasing manag-
er’s index which indicated contrac-
tion in the Midwestern U.S. manu-
facturing economy.

These troubling readings come
ahead of Friday’s U.S. employment
report. A private-sector survey by
employment processing firm ADP
predicted a decline of nearly

250,000 jobs in the U.S. during Sep-
tember. While far less than job
losses earlier in the year, it shows
that the U.S. economy continues to
mend very slowly.

Economically sensitive stocks,
such as miners and retailers fell on
the last day of the quarter. Miner
BHP Billiton lost 1.2% and retailer
Marks & Spencer fell 3.4%. M&S
had a weak sales report which con-
tributed to its decline.

In other market action Wednes-
day, U.K. hedge-fund manager Man

Group rose 7.5%. The firm said as-
sets under management have stabi-
lized in the past few months,
helped by a slowdown in withdraw-
als by major institutional inves-
tors.

Among banks, BNP Paribas,
which announced a rights issue
Tuesday, tumbled 5.7% in Paris. In
the insurance sector, Allianz
climbed 1.8% in Frankfurt and Axa
rose 2.9% in Paris.
 —Dave Kansas

contributed to this article.

Continued from first page

By Sara Murray

The pace of U.S. job losses contin-
ued to slow in September as the pri-
vate sector shed fewer jobs than in
the previous month, according to a
report offering a preview of govern-
ment data due Friday.

Meanwhile, gross domestic prod-
uct decreased at a 0.7% annual rate
in the second quarter, better than
the 1% decline previously estimated,
the Commerce Department said
Wednesday. It was a big improve-
ment over GDP’s 6.4% decline in the
first quarter.

Private nonfarm payrolls fell by
254,000 in September, down from
the 277,000 drop in August, accord-
ing to a report by Automatic Data
Processing Inc. and forecasting firm
Macroeconomic Advisers released
Wednesday.

“We know that the pace of labor
market recovery always lags
broader economic activity,” said Ian
Pollick, a TD Securities analyst. So
“if the actual economic recovery is
gradual we have to say the labor mar-
ket recovery is tepid at best.”

Separately, the Chicago Purchas-
ing Managers’ Index provided a jolt
of unexpectedly bad news, falling to
46.1 in September from 50.0. The
drop below 50 indicates that manu-
facturing activity is contracting. A
decline in new orders contributed to
the fall, which was particularly sur-
prising given improving regional re-
ports elsewhere, such as the Phila-
delphia and New York Federal Re-
serve Bank manufacturing indices.

September’s job losses were the
smallestsinceJuly2008.Analystsex-
pectasimilarlevelofjob lossesin the
official employment report the U.S.
Labor Department is set to release
Friday that includes public-sector
jobs, though it may be slightly
smaller than the drop ADP reported.

The job losses were especially se-
vere among small businesses with
fewerthan50workers.Thosecompa-
nies shed 100,000 jobs compared
with the 93,000 jobs lost at medium-
size firms and the 61,000 lost at large
employerswith500ormoreworkers.

The labor market is slowly im-
proving compared with earlier this
year but it still remains weak. Econo-
mists expect the unemployment rate
to hit 9.8% in September, up from
9.7% in August. Even with the high
unemployment rate threatening con-
sumer spending in the third quarter,
many economists are predicting
GDP grew between 3% and 4%.

The anticipated return to growth
is buoyed by Wednesday’s report
showing that second-quarter GDP
wasn’t as bad as expected. Both busi-
ness investment and consumer
spending, which is the largest com-
ponent of GDP, were revised upward.

Consumer spending fell a re-
vised 0.9% compared with the 1.0%
decrease from previous estimates,
but still worse than the 0.6% in-
crease from the first quarter.

Business spending dropped
9.6%, up from earlier reports of a
10.9% decrease. Spending on equip-
ment and software fell 4.9%, com-
pared with the 8.4% drop previously
reported. Investment in structures
dropped 17.3%.

There were few signs that infla-
tion could soon become a threat to
the economy as the government’s
price index for personal consump-
tion rose 1.4% in the second quarter
instead of the previous 1.3% esti-
mate. Excluding food and energy,
the price index climbed 2%.

Pace of job loss
for U.S. slows
in private sector

EUROPEAN
STOCKS

the North Atlantic Treaty Organiza-
tion and the EU.

The hostilities themselves were
the “culmination” of a long series of
events and escalations and neither
side could be held solely responsible
for the conflict, the report said.

The report also appeared critical
of U.S. policy. It noted that the U.S.,
Ukraine and Israel supplied large-
scale economic and military aid to
Georgia that allowed the country to
double its military in the space of a
few years. “Military support must
stay within the boundaries set by
common sense and due diligence,
keeping in mind both the intended
and the unintended use of the arms
and equipment supplied,” the re-
port said in a separate section.

Vladimir Chizhov, Russia’s am-
bassador to the EU, welcomed the re-
port as “unequivocal confirmation
of who started the war—it was Geor-
gia,” in remarks to reporters. The re-
port said Georgia didn’t act in re-
sponse to a Russian invasion, as it
has claimed. Russia’s initial inter-
vention in South Ossetia on Aug. 8
was justified, because its peacekeep-
ers were being killed, the report
said.

“Almost all of the facts in the re-
port do confirm the Georgian ver-
sion of events,” said Eka Tkeshelash-
vili, secretary of Georgia’s National
Security Council. She challenged
the finding that Georgia shot first as
mistaken “analysis,” noting that the
report confirmed that units of Rus-
sian regular troops, mercenaries
and volunteers—who, unlike the
peacekeepers, had no right to be in
Georgia—had entered Georgian ter-
ritory before Aug. 7.

“Under international law, what
else can be considered an inva-
sion?” Ms. Tkeshalashvili said in a
conference call with reporters, add-
ing that size doesn’t determine
what qualifies as an invasion. “Do
we have to have [Russia Prime Minis-
ter Vladimir] Putin to go on air and
announce that we are ordering our
forces to invade Georgia?”

In a statement accompanying

the report, Ms. Tagliavini was blunt.
“In the Mission’s view, it was Geor-
gia which triggered off the war
when it attacked Tskhinvali with
heavy artillery on the night of 7 to 8
August 2008. ...In particular, there
was no massive Russian military in-
vasion under way,” she said.

Even escalating attacks on Geor-
gian villages in the first week of Au-
gust 2008 couldn’t be claimed as jus-
tification for Georgia’s decision to
attack the South Ossetian capital,
Tskhinvali, the report said, because
the response had to be proportion-
ate and the use of heavy artillery on
the capital was not.

Ms. Tagliavini was also critical of
Russian actions. These included the
mass conferral of Russian passports
on Abkhazians and South Ossetians
before the war, which she said was il-

legal; the widespread invasion of
Georgia beyond South Ossetia; the il-
legal recognition of the two territo-
ries as independent after the con-
flict; and the failure to prevent South
Ossetian militia from committing
atrocities.

The report found that “ethnic
cleansing was indeed practiced
against ethnic Georgians in South
Ossetia both during the war and af-
ter the August 2008 conflict.” It di-
rectly faulted Russian forces that
controlled the territory, saying they
either “would not or could not” con-
trol the South Ossetian militias.

The EU report backed the posi-
tions of the EU and the U.S. that Ab-
khazia and South Ossetia have no
right to secede from Georgia. Russia,
followed by Nicaragua and Venezuela
alone have recognized the two territo-

ries as independent since the war.
Georgia considers the Russian mili-
tary presence there as annexation.

Some 35,000 people, mainly eth-
nic Georgians, remain displaced af-
ter the war. More than 200,000 Geor-
gians remain displaced since a previ-
ous war in Abkhazia in the early
1990s.

Contrary to early Russian and
South Ossetian claims, Georgia
didn’t commit “genocide” on the
night of Aug. 7-8, 2008, the report
said. It noted that while Moscow ini-
tially claimed that 2,000 South Osse-
tia civilians died that night, Russia
has since adjusted that figure to 162
South Ossetian civilians dead dur-
ing the five-day conflict. Georgia
says 228 of its civilians died, as well
as 170 military. Russia says 67 of its
servicemen were killed.

Continued from first page
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Deadly offshore earthquake hits Indonesia
Death toll uncertain;
thousands trapped
in rubble in Sumatra

Students climb out of a collapsed building in Padang, on the Indonesia island of Sumatra, after an earthquake Wednesday.

Samoa disaster reveals
flaws in tsunami alerts

LEADING THE NEWS

By Tom Wright

And Yayu Yuniar

JAKARTA—A powerful earth-
quake struck off the coast of Indone-
sia’s Sumatra island Wednesday af-
ternoon, trapping thousands of peo-
ple beneath flattened buildings. A
complete death toll wasn’t possible
in the immediate aftermath. Indone-
sia’s vice president said at least 75
people had died, but indicated the
toll would rise significantly.

The earthquake had a magnitude
of 7.6, according to the U.S. Geologi-
cal Survey, and hit offshore about 30
miles from Padang, a city of about
750,000 on Sumatra’s western
coast. The quake was felt as far as
Bangkok, about 1,000 miles away.

Indonesia’s Vice President Jusuf
Kalla, citing information from
Padang’s mayor, said thousands of
people were likely trapped in the
rubble. He said Wednesday evening
that 75 people had been declared
dead in hospitals in Padang.

Many more were suspected to
have died in Pariaman, a rural town
of about 80,000 people that was clos-
est to the epicenter, north of
Padang. Officials received reports of
buildings destroyed in Pariaman,
and road access to the town had
been cut off by landslides.

Mr. Kalla said the government
would send four aircraft on Thurs-
day morning with 100 doctors, tents
and medical supplies. Heavy rains
and electricity blackouts in the area
made it impossible to immediately
send aid, he said.

Indonesian television reported
that the earthquake had caused
buildings and bridges to collapse in
Padang, but the extent of the dam-
age wasn’t immediately clear.

The main public hospital in
Padang was destroyed in the quake,
local media reported.

The U.S. Pacific Tsunami Warn-
ing Center issued a tsunami advi-
sory but later canceled it, citing sea-
level readings.

International aid agencies said
they were preparing to send in sup-
plies if needed. Laura Blank, a
U.S.-based spokeswoman for World
Vision, said the charity was sending

in a team to assess the damage early
on Thursday.

Indonesia’s government is send-
ing a floating navy hospital to moor
off Padang to treat the wounded, but
it could take three days before it is in
place, Welfare Minister Aburizal
Bakrie said Wednesday, according
to local media reports.

After the earthquake, thousands
of people, fearing a tsunami, fled to
higher ground in the hills that sur-

round Padang, said Hendrawansyah
Saputra, a 28-year-old office worker.

Mr. Saputra, who ran from his
bungalow after the walls cracked
apart, said there was a three-hour
traffic gridlock as cars tried to leave
the city. Later, many people whose
houses were destroyed or were too
scared to return to damaged build-
ings camped out in open spaces dur-
ing torrential rains.

Office workers in high-rise build-
ings in Jakarta and Singapore re-
ported a few minutes of shaking af-
ter the temblor, but there were no re-
ports of damage in any of the re-
gion’s business capitals.

Tremors were felt at Dumai, Indo-
nesia’s biggest export port for crude
palm oil. Operations there are likely
to continue as normal, industry offi-
cials said Wednesday.

Experts have long predicted the
Padang area could face huge damage
because it lies exposed to the mas-
sive tectonic fault line, which runs
down the western edge of Sumatra.
It was the same fault line that
caused the December 2004 tsunami,
which killed over 200,000 people
across the Indian Ocean region,
more than half of them inhabitants
of the northwest coast of Sumatra.

Earlier in September, at least 79
people were killed on Java island af-
ter a quake along the same fault line.

In 2007, Sumatra was hit by an
8.4 magnitude earthquake off the
southwest coast of the island, which
killed 21 people.
 — Fawziah Selamat

contributed to this article.

By Patrick Barta

Victims of the tsunami that swept
across the South Pacific Tuesday of-
ten had only minutes to escape the
deadly waves and in some cases
didn’t receive alerts of danger, de-
spite years of work to upgrade early-
warning systems across the region.

At least 99 people were killed by
the tsunami in Samoa, Tonga and
the U.S. territory of American Sa-
moa, while dozens were left missing.
The tsunami inundated tourist re-
sorts and local villages after an
8.0-magnitude earthquake struck
off the coast of Samoa early Tuesday
morning local time.

Authorities warned the death
toll could rise significantly over the
next few days as the full scale of the
disaster—much of which occurred
in remote areas far from large popu-
lation centers—is assessed.

At least 63 people were dead in
Samoa, and 30 were killed in Ameri-
can Samoa, according to the Associ-
ated Press, which cited local police
and other officials. Authorities in
Tonga confirmed at least six people
were killed in that nearby island na-
tion, the AP said.

Hundreds of people in Samoa
were being treated for injuries, the
Associated Press reported, with
many continuing to straggle into
treatment centers late in the day.
The Samoa Red Cross said it had
opened five temporary shelters to
help with the 15,000 people who
were affected. U.S. President Barack
Obama declared a state of emer-
gency for American Samoa.

The deaths in Samoa and nearby

islands underscore the most vexing
element of planning for tsunamis: Of-
ten the biggest challenge isn’t know-
ing when a tsunami is coming, but
getting the information out to every-
one once the risk arises. Experts said
the deaths may also point to deficien-
cies in current warning systems and
training, particularly for a tsunami
that strikes so close to shore, leaving
only minutes to respond. The re-
gion’s quake struck about 125 miles
from Samoa and American Samoa

In those cases, “the propagation
of warnings from official sources”
can be “useless,” said Sanny Ramos
Jegillos, a regional crisis prevention
and recovery coordinator for the
United Nations Development Pro-
gramme in Bangkok. What may be
needed, he said, is more training at
local communities to teach resi-
dents and tourists that they must
evacuate to higher ground even with-
out official warnings whenever a
strong earthquake occurs.

Morison McGregor, a 47-year IT
consultant who lives in Denmark,
said he and his girlfriend received no
official warning after they felt the
earthquake while at a resort along
the Samoan coast, so they assumed
everything was okay. Within ten min-
utes, though, his girlfriend saw a
wave coming and started signaling
for the two of them to flee, he said.

“When you looked back you
could see a three- to four-meter wall
of water behind you,” he said. They
ran to a hill about 100 to 150 meters
away and escaped without major in-
jury.
 —Rachel Pannett

contributed to this article.
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Android-based phone evolves to compete
Sprint’s Hero hones
the Google software;
a match for iPhone?

By Walter S. Mossberg

Super-smart phones based on
Google’s Android operating system
have been relatively slow to take off
since the first one appeared a year
ago.

Despite Google’s iconic brand,
they have yet to develop the strong

bond with U.S. con-
sumers achieved by
the Research in Mo-
tion BlackBerry or
the Apple iPhone.

And, after a year, Android has less
than 10% of the 85,000 apps the
iPhone now offers.

But Android is beginning to blos-
som in the market for this class of de-
vice, which is really a hand-held com-
puter that performs many laptop-
like functions.

In August, T-Mobile began offer-
ing a new $200 myTouch Android
phone. Motorola will shortly launch
a new $200 Android model called
the CLIQ. And, on Oct. 11, Sprint will
start selling perhaps the most un-
usual Android phone so far, the $180
HTC Hero.

I’ve been testing the Hero, a touch-
screen phone without a physical key-
board that has some important dis-
tinctions from earlier Android mod-
els. In general, I like the Hero and can
recommend it to Sprint customers,
or others looking for something pow-
erful, but different.

HTC, a veteran Taiwan-based
maker of phones, has altered An-
droid more than anyone else so far. It
has been gradually developing its
own signature software layer that
sits atop phone operating systems.
With the Hero, it has applied this soft-
ware for the first time to an Android
phone, and that’s what sets the Hero
apart from its Android brethren.

The latest, beefed-up, version of
this HTC software is called “Sense.”

Sense includes handsome, large
widgets with extra features that go
beyond the vanilla Android experi-
ence supplied to everyone by Goo-
gle. So the Hero looks and behaves
somewhat differently. For instance,
a contact page in the address book
application consolidates that con-
tact’s Facebook and Flickr accounts.
The music player and photo album
look better, and the Hero with Sense
can use Microsoft’s Exchange ser-
vice to synchronize mail, calendars
and contacts.

Sense also offers something
called Scenes—entire collections of
sets of screens and apps, either

canned or customized, that can
change the phone software’s look
and feel. With just a couple of clicks,
you could switch between a work-ori-
ented “scene,” that prominently fea-
tures apps such as a stock tracker
and your work email, and an enter-
tainment-oriented scene filled with
the music player, photo album and
other apps.

As with Sprint’s Palm Pre, the He-
ro’s price is a bit deceptive. To get
the phone for $180, you must remem-
ber to mail in a rebate form worth
$100. At purchase, you have to put up
$280. On the other hand, Sprint’s
monthly fees can be much cheaper
than those for other carriers. You’ll
have to pay at least $70 a month to
use the Hero, the same minimum fee
that AT&T charges iPhone owners.
But Sprint’s fee, unlike AT&T’s, in-
cludes unlimited text messaging and
unlimited free calls to any mobile
number on any network.

The Hero’s hardware isn’t espe-
cially beautiful. It’s a dull grey, notice-
ably thicker than the iPhone, with a
smaller screen and six buttons, plus
a trackball, which adds another navi-
gation option to the touch screen. It’s
the same length as an iPhone, but is a
bit narrower and lighter. It comes
with just two gigabytes of memory,
compared with eight gigabytes on
the $99 iPhone and 16 gigabytes on
Apple’s $199 model, though the He-

ro’s memory, unlike the iPhone’s, is
expandable via a hard-to reach slot
under its removable back cover.

One big drawback is battery life.
Sprint is only claiming up to four
hours of talk time for the Hero, ver-
sus five hours for the Pre and iPhone.

But, unlike the iPhone’s, the Hero’s
battery is removable.

Another drawback: I sometimes
found the touch screen unrespon-
sive, requiring multiple pokes at an
icon.

On the plus side, the Hero has a
much higher-resolution camera than
the iPhone’s or Pre’s—five megapix-
els versus three megapixels.

It also functions as a video cam-
era, and in my tests, both still photos
and videos I took looked very good.
Phone calls, even on speaker phone,
were clear and strong, and the
phone has Wi-Fi and Bluetooth in ad-
dition to Sprint’s high-speed net-
work, which in my view is better
than its reputation. Web browsing
was adequate.

HTC’s Sense gives the Hero
seven screens on which to place
apps, versus Android’s standard
three screens. And, in addition to
the standard Android apps and the
8,000 downloadable apps from An-
droid’s Market app store, there are a
variety of large, beautiful HTC “wid-
gets” you can use. The downside of
these is that they can occupy an en-
tire screen.

Overall, I found the HTC Hero to
be the best Android phone I’ve tested,
and a worthy competitor to the
iPhone, the BlackBerry and the Pre.

Email to mossberg@wsj.com.
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ies—and a built-in microscope—are
included.

In a bid to attract overseas buy-
ers, Mr. Wigan is now on a tour of the
U.S. He says he has received several
commissions from American collec-
tors, which will keep him busy until
2010.Two are Hollywood celebrities,
he adds, including a woman who
wants a miniature sculpture of her-
self. Mr. Wigan says he doesn’t have
permission to name them.

One recent night in Las Vegas, Mr.
Wigan held a private viewing of sev-
eral pieces, including the one of Alice
in Wonderland. Magicians Siegfried
and Roy, who hosted the event, own a
Wigan sculpture. It depicts the cos-
tumedpair withawhitetiger.Thema-
gicians declined to be interviewed.

In his hotel room the next day, Mr.
Wigan offered to demonstrate his
skills. He placed a tiny sliver of white
nylon under a microscope, leaned
back, closed his eyes, and slowed his
heartbeat. He says that when he’s
home in Birmingham, he strips down
to his underwear and often carves
late at night, when the city is quiet. It
can take up to three months to finish
a piece, he says.

“I’m going to make you a baby sit-
ting in the womb,” he said. He picked
up a tiny, self-made scalpel, fixed his
eyes to a microscope and slowly
scraped away at the nylon. To mini-
mize tremors from his pulse, he
carves between heartbeats.

This time, he tried not to inhale
his work.

After half an hour of labor, Mr.
Wigan said he had the outlines of the
sculpture. To the naked eye, it was all
but invisible. But a microscope view
was more revealing: At thevery tip of
the nylon sliver sat the crude figure
of a baby in the fetal position.

Nearly two dozen of Mr. Wigan’s
works can be seen at a newly opened
gallery in central London. Its man-
ager, Georgia Haagsma, says the first
visitors noticed the rows of micro-
scopes and thought the place be-
longed to an optician.

Mr. Wigan casts widely for raw
materials. He uses fragments of gold,
fibers plucked from a carpet, and
once, a hollowed-out human hair. He
makescolorsbymixingpaintwithlin-
seed oil, then mashing the concoc-
tion until it is very thin.

He sometimes paints with a hair
taken from a dead fly.

What makes Mr. Wigan pursue
his esoteric art? “When I was a kid I
had trouble at school because of my
learning disabilities,” he says. Carv-
ing, he says, “is my body compensat-
ing for the lack of other skills.”

For one whose livelihood de-
pends on extreme precision, Mr.
Wigan isn’t always orderly. James
Lawer, the British managing agent
who organized the U.S. tour and is
the proprietor of the London gallery,
says, “Willard enters a hotel room
and within minutes it’s as if a bomb

had burst in there.”
Mr. Wigan forgets names easily

and isn’t good with directions. He
once went to a bookstore and gazed
at a magazine for two hours, without
moving or turning the page. Some-
one finally asked whether he was OK.
Mr. Wigan recalls that he had been
staring at a picture of a stately home
that he planned to sculpt, and simply
lost track of time.

Mr. Wigan’s great obsession is
miniature radio-controlled helicop-
ters. He owns 200 different models
and never travels without one. In his
messy Las Vegas room, Mr. Wigan
grabbed the controls and buzzed the
helicopter around the room. He
crashed it into the mattress.

Carving miniatures late into the
night can be a lonely occupation,
says Mr. Wigan. “Flying helicopters
is what I do for fun.”

WhenhereturnstoEngland inNo-
vember, Mr. Wigan plans to embark
onhis most difficult project yet:a mi-
croscopic sculpture of Queen Eliza-
beth’s gilded coronation carriage. A
bigchallenge will be making reins for
the eight horses pulling the coach.

Mr. Wigan has an idea: “I’ll use
strands from a spider web.”

Continued from page 29

Willard Wigan’s masterpieces come with a microscope

Above, nine gold camels in the eye of a needle.

Above, the interior of a London gallery showing Willard Wigan’s sculptures.
Works include a longhorn and a fairy.

The Hero Android phone from
Taiwan-based company HTC.
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video of Mr. Wigan’s art
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Irish vote spells end to grand EU initiatives
While likely to pass
Friday, treaty must
face Czech challenge

U.N. awaits Iran’s word on nuclear inspections

The referendum began early on the island of Inishfree in Ireland; Barry Edgar Pilcher, left, plays his saxophone after voting Wednesday as electoral officer Hugh O’Donnell looks on.

By Charles Forelle

DUBLIN—Ireland votes Friday
on whether to approve or veto a key
European Union treaty, but win or
lose, one thing is certain: The bloc
won’t try to push through any more
big-bang efforts at a more federal-
ized Europe any time soon.

Opinion polls suggest Irish vot-
ers probably will approve the so-
called Lisbon Treaty, after an ardu-
ous process that included a rejec-
tion a year ago. The treaty, which Ire-
land alone is putting to a referen-
dum, would give the EU a perma-
nent president and a stronger for-
eign-policy chief, as well as cutting
the number of areas where the
bloc’s 27 nations each wield a veto.

“The grand-design, big-amend-
ing treaty has probably run its
course. Europe, if it wants to do
things, will have to look more incre-
mentally at specific issues,” says Pat
Cox, a former president of the Euro-
pean Parliament who is leading a
pro-Lisbon group. “No more design,
thank you, for a generation.”

Since the 1980s, the EU has been
getting wider and deeper at an ex-
traordinary pace. It removed bor-
ders between many of its member
states, gave birth to a common cur-
rency and roughly doubled its size
by taking in the ex-communist bloc
countries of Central Europe after
the Iron Curtain fell in 1989.

Every one of those big moves
came with a new treaty. Each time,
resistance has grown to an EU
project seen by many ordinary Euro-
peans as elitist and undemocratic.

In 1992, Danish voters vetoed the
Maastricht Treaty, which estab-
lished the euro, passing it only on a
second try. Irish voters needed two
referendums to pass the Nice
Treaty, which laid the groundwork
for enlargement into Eastern Eu-
rope. In 2005, French and Dutch vot-
ers torpedoed the EU’s first effort at
a constitution. The Lisbon Treaty, a
watered-down version of that failed

constitution, has been rejected by
the only country to put it to the vote.

“There is a sort of reform fa-
tigue, really,” says Marco Incerti, a
research fellow at the Centre for Eu-
ropean Policy Studies, a Brussels
think tank. For now, the EU has run
out of appetite for grand projects, ei-
ther to take in new countries such as
Turkey, or to deepen political inte-
gration.

Even if the Irish do approve the
Lisbon Treaty on Friday, its travails
may not be over. The euroskeptic
president of the Czech Republic, Va-
clav Klaus, has refused to sign his
parliament’s ratification of the
treaty, and on Tuesday a group of
Czech senators said they would chal-
lenge the treaty’s validity in a Czech
court—for a second time.

Mr. Klaus, in no hurry, has indi-
cated he will wait for the court to
rule. It isn’t clear how long that will

take, but time is short: Britain’s Con-
servative Party, widely expected to
win the next U.K. election next
spring, has said it would put the Lis-
bon Treaty to a referendum if given
the chance. Such a vote would al-
most certainly fail in the euroskep-
tic U.K., which has opted out of
many of the EU’s big new projects.

The Lisbon Treaty would fix a
number of problems in the EU. The
lack of a single strong leader has left
Europe with a scattershot foreign
policy. Currently, the presidency of
the EU rotates every six months. So
French President Nicolas Sarkozy
dealt with the Russia-Georgia war,
the Czechs tried to sort out Russia’s
cutoff of gas to Ukraine, and Sweden
will take the baton in global climate-
change negotiations this winter.

Who would get to be the EU’s
first president if Lisbon passes is up
to national leaders. Former British

Prime Minister Tony Blair has long
been discussed for the role, and ear-
lier this year a British minister sug-
gested the U.K. would back him. Also
discussed have been former Spanish
Prime Minister Felipe González and
Jean-Claude Juncker, the prime min-
ister of Luxembourg.

Should the Irish vote fail, the
EU’s prestige would be wounded.
There is no obvious next step. The
Irish prime minister on Wednesday
ruled out a third try; there is no
mechanism for removing Ireland
from the EU; and the idea of creating
a subgroup of EU countries that pro-
ceeds without Ireland and other
skeptics—a “two-speed Eu-
rope”—is fraught with political and
administrative difficulties, says Mr.
Incerti.

Interest in Ireland’s vote is
strong in the rest of Europe. On
Wednesday, Mr. Cox stood on a

windy corner of St. Stephen’s Green
in Dublin, hopping from French to
English as he gave interviews to for-
eign camera crews. A parade of EU
figures has come to urge Irish voters
to say yes.

Two weeks ago, European Com-
mission President José Manuel Bar-
roso dropped by. Not much for sub-
tlety, he took the opportunity to an-
nounce that the EU had come up
with Œ14.8 million ($21.7 million) in
“European Globalization Adjust-
ment Fund” money to help 2,400
Irish workers laid off when Dell Inc.
shut a plant in Limerick in favor of
new facilities in cheaper Poland.

Polls in Ireland show firm sup-
port for the treaty—55% to 27% in
this week’s Sunday Business Post
survey, though a big group of unde-
cided voters could make it close.
 —Quentin Fottrell

contributed to this article.

LEADING THE NEWS

By David Crawford

The United Nations nuclear
watchdog could dispatch inspectors
to Iran’s recently revealed nuclear
facility within days if Tehran bows
to demands from the U.S. and its al-
lies to give investigators unfettered
access to the site.

Inspection teams from the Inter-
national Atomic Energy Agency are
ready to leave on short notice, a per-
son familiar with IAEA inspections
said. Diplomatic realities, however,
often delay so-called safeguard mis-
sions, this person said.

In March 2007, IAEA director-
general Mohamed ElBaradei visited
North Korea to discuss the start of
IAEA monitoring. The next visit
wasn’t until more than two months
later, when the head of the IAEA De-
partment of Safeguards, Olli Heino-
nen, flew to North Korea to work out
arrangements. Only in July 2007 did
the actual inspectors arrive, accord-
ing to a person familiar with the
monitoring. In April of this year,
North Korea ordered the IAEA in-

spectors to terminate their monitor-
ing and leave the country.

IAEA inspectors petitioned Iran
in 2003 for permission to improve
the design of the agency’s inspec-
tion program at Natanz, where Iran
has installed more than 8,000 centri-
fuges. In September, the IAEA said
Iran had finally approved the re-
quest, an IAEA report on Iran said.
An IAEA spokesman declined to dis-
cuss the new measures the agency
plans at Natanz.

Iran says its nuclear program is
for peaceful purposes.

A person familiar with the IAEA
inspections says the IAEA designs a
specific program for each nuclear fa-
cility it monitors. The ultimate goal
is to prevent the diversion of nu-
clear material for a nuclear weapon.
Details of the strategy, known as the
safeguard approach, are confiden-
tial, this person said, but many of
the tools are known.

The IAEA inspectors install spe-
cial cameras, neutron detectors, and
heat-detection devices to detect ac-
tivity or movement of sensitive

equipment or fuel. To prevent tam-
pering when inspectors are away,
the IAEA inspection teams mark
their equipment with special seals.
Should an object be moved or al-
tered, the seal would be damaged,
the person said.

The equipment doesn’t operate
all the time. Cameras can be set to
shoot pictures nearly continuously,
or at intervals, depending on the ob-
ject to be monitored. The informa-
tion can be transmitted in real time
or stored on memory cards until in-
spectors return. The person famil-
iar with the safeguard approach
said IAEA inspectors design their
safeguard activity to ensure the
timely detection of diversion of nu-
clear material.

IAEA inspectors also take dust
samples to determine if nuclear en-
richment has secretly occurred.

Inspectors schedule the fre-
quency of their inspections based on
an assessment of the “maximum
time period I can safely leave this
site unattended,” the person said. A
site that processes minimal amounts

of low-enriched nuclear material is
inspected less often than a site pro-
ducing large amounts of pluto-
nium—a possible component of nu-
clear weapons—the person said.

Inspection teams also vary in
size. The IAEA recently dispatched
just one safeguard expert to inspect
a small nuclear laboratory in Cen-
tral Europe, the person said. A team
of more than 10 inspectors was re-
cently needed, however, in Japan,
when the agency visited a large nu-
clear installation, the person said.
“The size of a team depends on the
work that needs to be done,” the per-
son said. Usually, the IAEA will send
at least two inspectors.

Before the IAEA begins inspect-
ing Iran’s new enrichment facility,
theagency will purchase satellite im-
ages of the facility dating from the
present and going back in time to the
start of construction, the person
said. These images will help the
agency determine whether Iran vio-
lated an obligation to report the
start ofconstruction at a newenrich-
ment facility.

REUTERS NEWS SERVICE

ROME—Italy’s lower house of
parliament on Wednesday ap-
proved a tax amnesty on undeclared
overseas funds after the conserva-
tive government called a confidence
vote on the controversial bill.

The amnesty, which the state reve-
nue agency said could collect Œ300
billion ($439 billion), has outraged It-
aly’s opposition and biggest union,
which said it is an incentive for tax
avoidance and could allow organized
crime to repatriate ill-gotten gains.

The government has defended the
plan by saying it is better to have capi-
tal at work in Italy than abroad.

The amnesty allows Italians to
wipe the slate clean on undeclared
funds held abroad by paying a 5%
penalty. Controversy flared after a
senate committee Tuesday ap-
proved extending the scope to in-
clude money kept hidden abroad
through accounting fraud.

Tax amnesty
passes Italy’s
lower house
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Mini masterpieces come with a microscope
For Willard Wigan
and other craftsmen,
small is very big

Here’s a guide to get first-class upgrades from airlines

By Gautam Naik

LAS VEGAS—Willard Wigan
peered at one of his sculptures, a
brightly painted tableau showing Al-
ice in Wonderland at a tea party with
the March Hare and the Mad Hatter.

“There was a tragedy when I first
tried making this piece,” he said. “I
inhaled Alice.”

That’s plausible, since the figure

of Alice is just one-third the size of
the period at the end of this sen-
tence. This is art that can only be
seen through a microscope, yet it is
faithfully and intricately rendered.
The March Hare is holding a tiny
gold teacup. There are crinkles in the
tablecloth.

Mr. Wigan, a 52-year-old Briton,
is dyslexic and did poorly in school.
Even today, he can barely read or
write. Yet, he creates some of the
smallest sculptures in the world, re-
lying on nothing more than a scalpel
and a microscope to see what he’s
carving.

Hisentire pieceof Apollo 11 astro-
naut Buzz Aldrin standing on the

moon fits on the head of a pin. His
Statue of Liberty is made from a
speck of gold. A recent carving of the
Obama family is mounted inside the
eye of a needle. Mr. Wigan says he
used an eyelash to insert the U.S.
president into the right slot. Mr.
Wigan has made about 160 of these
sculptures.

Small is big, and not just for Mr.
Wigan. Craftsmen in India, China
and elsewhere have been carving or
writing on grains of rice and sand for
years. But now a handful of artists
are going smaller still, often apply-
ing the tools of nanotechnology to
control matter at a molecular level.

Artist and scientist Cris Orfescu

manipulates chemicals and creates
nano-sculptures, which he then
blows up into large artworks with an
electron scanning microscope. The
Web-based Nanotechnology Art Gal-
lery showcases the tiny work of two
dozen scientists-turned-artists. A
U.S.-based computer scientist has
made a map of the Americas by fold-
ing bits of DNA.

Mr. Wiganeschews machines and
relies on pure dexterity. As a 5-year-
old in Birmingham, England, he built
tiny wooden apartments for ants be-
cause he wanted to give them a nice
place to live. Hethen made them hats
and shoes.

His mother challenged him, he

says. “Go smaller,” she told him. So
Mr. Wigan did. He has become a mil-
lionaire in the process.

Prince Charles, Mike Tyson and
the Marquis of Bath own micro-
scopic sculptures made by Mr.
Wigan, which can cost more than
$40,000 apiece. A set of 72 such
works was acquired by former Brit-
ish tennis player David Lloyd and
was insured for £11 million, or about
$17 million, in 2007.

Mr. Wigan’s sculptures usually
sit on the head of a pin or inside the
eye of a needle, which is then placed
insideatransparent domeandillumi-
nated with powerful lights. Batter-

Please turn to page 30
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By Scott McCartney

You want a first-class upgrade
on your next trip—who doesn’t? But
airlines have made it more expen-
sive—and more confusing—to snare
one. In recent months, many big car-

riers have changed
their upgrade
rules, adding more
restrictions and up-
ping fees. So now is

a great time to take a close look and
compare airlines’ programs.

Continental Airlines Inc. and
Delta Air Lines Inc. fliers should pay
particular attention because Conti-
nental is leaving its SkyTeam part-
nership with Delta this month and
joining the Star Alliance with UAL
Corp.’s United Airlines and US Air-
ways Group Inc. That means custom-
ers of Delta and Northwest will lose
some opportunities to earn miles
and will see their reward trip op-
tions shrink. United and US Airways
partisans, however, stand to gain.

“I fully expect Continental to
bring not only their frequent fliers
but also some of their former col-
leagues’ frequent fliers as well,”
said Glenn Tilton, chairman and
chief executive of United.

Picking the right program can de-
pend on a host of factors, from the
service each airline offers at your
hometown airport to the size and
reach of the carrier’s alliance net-
work so you can earn and burn miles
wherever you like to go. But for
many road warriors, upgrades are
by far the most enticing reward in a
frequent flier program: They are a

better value than redeeming miles
for tickets, and they greatly im-
prove your travel experience.

The rub: Some airlines make it
easier to upgrade than others.
Here’s a guide.

International upgrades

The apple of most every travel-
er’s eye is the international upgrade—
moving to a cushy business-class
seat that lies flat for sleeping with-
out spending many thousands of dol-
lars. Under financial pressure, air-
lines have made international up-
grades more expensive, just as they
have upped the price for checked
baggage or reservation changes.

AMR Corp.’s American Airlines,
Continental and US Airways have all
added “co-payments” to mileage
awards, charging frequent fliers
both miles and cash for upgrades.
United will add co-pays in January.

USAirways isamongthe more-ex-
pensive for trans-Atlantic upgrades,
charging 30,000 miles plus $300 for
a one-way upgrade to Europe. Conti-
nental charges only 20,000 miles
plus a $100-to-$500 co-pay, which
varies based on the fare you paid for
the coach ticket. The cheaper the
fare, the higher the co-pay.

Delta, including its Northwest
Airlines subsidiary, takes a different
approach: It severely restricts the
discounted coach fares eligible for
an upgrade, forcing you to pay hun-
dreds, or even thousands, of dollars
more for a coach ticket to qualify for
the chance to use miles for an up-
grade. Only the three highest
classes of coach fares (Y, B and M)

are eligible for international up-
grades. (And you still have to use
25,000 miles one-way.) For a New
York-Paris trip in February, for ex-
ample, Delta’s Web site offers coach
fares as low as $592 plus taxes, but if
you want a coach fare that’s eligible
for a 25,000-mile upgrade, you have
to pay $2,530 plus tax. (A dis-
counted business-class ticket on the
same flights is only $3,312 plus tax.)
If you want to make sure you’re buy-
ing a fare that is eligible for an up-
grade, Delta lets you drill down on
its Web site to search by specific
fare class.

Matthew Bennett, who publishes
a newsletter called First Class Flyer,
says Delta’s cheapest upgradeable
international fares are often $1,000
or more than the lowest upgrade-
able fares on other airlines. Some-
times other airlines cost more in
miles, but the cash savings makes
them more attractive. American, he
notes, allows customers to upgrade
from just about any coach fare.

San Diego tax lawyer Chris Cooke
frequently flies Delta and almost al-
ways gets upgraded on domestic
flights, but international trips are a
different story. “Since I virtually
never travel in one of those (highest
fare) classes, I’ve never been up-
graded on an international Delta
flight,” he said. On a New York-Dub-
lin round-trip earlier this year, he sat
in the coach cabin being knocked by
passengers visiting a nearby bath-
room and wondered why the airline
wouldn’t offer one of the many
empty business-class seats.

As airlines have added co-pays,

most carriers have made more fare
classes eligible for upgrade. And
some have reduced the miles re-
quired for upgrades, deadening
some of the sting of the cash pay-
ments. Continental and other air-
lines say a big advantage of the co-
pay system is that travelers don’t
have to buy tickets at higher fares
just to be eligible, then end up sorely
disappointed if no upgrades end up
becoming available.

Typically, upgrades get con-
firmed after tickets get bought and
at least a day before departure. The
higher your frequent-flier status
and the more you paid for your
ticket, the better your chances. Air-
lines confirm upgrades are widely
varying times depending on how
many seats sell in premium cabins
and what bookings are expected be-
fore departure.

“The co-pay is roughly equivalent
of buying into a higher fare bucket,”
saidMr.Bergsrud of Continental. But
customers only pay the higher price
if they actually get the upgrade.

Domestic upgrades

In general, Continental and US
Airways have the best domestic up-
grade programs, offering them for
free to elite-level frequent fliers
when seats are available. Delta
comes close, but only offers free up-
grades to elite-level customers who
have tickets in certain fare classes.
(But more classes of tickets are eligi-
ble for domestic upgrades than are
international). Frequent fliers on
American and United fliers can
snare upgrades by trading in the

500-mile electronic coupons they
earn by flying or buy directly from
the airline.

But, like international upgrades,
the best way to upgrade on a domes-
tic trip these days is to pay. You can
upgrade coach fares with miles, usu-
ally 15,000 one-way, and some air-
lines require a $50-to-$150 co-pay.

Another way to land in the first-
class cabin: Buy a “Y-Up” coach fare
that comes with an instant upgrade.
Airlines offer coach fares with in-
stant upgrades to help customers
evade corporate-travel prohibitions
on buying first-class fares. You end
up paying several hundred dollars
moreforaticket,butusuallysavehun-
dreds of dollars off a first-class fare.

American’s Web site shows fares
with instant upgrades, if available,
when you search by “schedule and
price.” FareCompare.com offers a
handy tool that lets you search from
your departure city for all destina-
tions. Between Dallas and Seattle,
for example, American and Alaska
Air Group Inc. offer Y-Up fares
around $1,109, taxes included.

The cheapest upgrade of all can
be the last-minute splurge: Buying
an upgrade at the airport. Airlines
have been experimenting with sell-
ing upgrades to customers at
check-in, after elite-level frequent
fliers have claimed first-class and
business-class seats. Prices vary
considerably: American charges
$45 for every 500 miles of a flight,
so a 1,500-mile flight would cost
$135 one-way. United charges $77
for every 500 miles on domestic
trips.

MARKETPLACE

THE MIDDLE
SEAT

A recent carving of the Obama family mounted in
the eye of a needle. Mr. Wigan used an eyelash to
insert the U.S. president into the right slot.
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Kraft told to ‘put up’ on Cadbury
U.K. regulator says
company must make
formal bid or back off

Market moves
Cadbury's valuation will depend 
on Kraft's share price and the 
pound-dollar exchange rate

*as of 3 p.m. est.
Source: WSJ research

Kraft’s offer
on Sept. 7:

Cadbury price 
on Sept. 30:

745 pence
per share

Value of
offer:
£10.2 billion

803 pence 
per share

Cadbury 
market cap:
£11.0 billion

Value of the 
U.K. pound: 
$1.6349

Kraft closing
price: 
$28.10

Kraft closing
price: 
$26.11*

Value of the 
U.K. pound:  
$1.6005

By Cecilie Rohwedder

U.K. regulators have imposed a
Nov. 9 deadline on Kraft Foods Inc.
to either make a formal takeover of-
fer for Cadbury PLC. or go away.

Cadbury last week asked the
U.K. Panel on Takeovers and Merg-
ers for a “Put Up or Shut Up” order.
On Wednesday the agency ruled
that the U.S. food maker must ei-
ther launch an official bid within
the next six weeks or drop its plans
to buy the British sweets company
for at least six months.

The U.K. company, which makes
chocolate, candy and chewing gum,
had received an approach from
Kraft in September that was then
valued at £10.2 billion, or about
$16.7 billion; Cadbury immediately
rejected it.

Cadbury Chairman Roger Carr
said in a statement that the authori-
ty’s decision creates “clarity and
certainty” for the company’s share-
holders “at the earliest opportu-
nity.”

A Kraft spokesman said, “We’ve
noted the decision and understand
its implications.”

For Kraft, Wednesday’s ruling
introduces an element of time pres-
sure to the process of formalizing
its bid and finding the financing for
it. Kraft, the world’s second-larg-
est food maker by sales after
Nestlé SA, now has a limited period
to present an offer either to the Cad-
bury board or directly to its share-
holders, in a hostile bid.

The Northfield, Ill., company
may well make full use of the six-
week window. For one, Kraft is ben-
efiting from the weakening British

pound, which is lowering the dollar
amount it would have to pay for the
company. If the U.K. currency
drops further, that amount be-
comes even more favorable for
Kraft.

A longer wait is also likely to in-
crease the number of shares
snapped up by short-term inves-
tors hoping for a quick profit from
a takeover. Those shareholders are
prone to embrace any offer that is
higher than the price they paid for
their shares. Less demanding share-
holders will help Kraft’s cause.

But the U.S. company would
have to raise its offer from the 745
pence ($11.88 at current rates) in
cash and shares it proposed in its in-
formal offer letter three weeks ago.
Cadbury shares quickly soared well
past that price, closing at 803
pence, up 4 pence, in London on
Wednesday.

As Kraft ponders its next move,
another bidder could join in. A
third-party offer could extend the
tug-of-war for Cadbury, the maker
of Dairy Milk chocolate bars and
Trident gum, beyond the six-week
deadline set by the British panel.

Some have pointed to Pennsylva-
nia-based Hershey Co. as the most
likely candidate because Cadbury’s
global reach would be a smooth
complement to its U.S.-focused
business. Cadbury has direct opera-
tions in 60 countries.

The two companies share a
close familiarity because Hershey
holds the license to make and sell
Cadbury brands in the U.S. Hershey
has hired at least four different ad-
visers to help it consider a bid of its
own for Cadbury but so far hasn’t
shown its cards.

One hurdle to a Hershey bid is
that its management and the out-

side trust that controls the com-
pany would have to agree on the
purchase and the right price for it.

Cadbury executives in London
say they are preparing responses
for different outcomes but focus-
ing on running the company. In an
interview last week, Chief Execu-
tive Officer Todd Stitzer said he
was updating Cadbury staff twice a
week, “asking them to stay focused
and telling them our best defense is
delivering on our potential.”

In the interview, Mr. Stitzer also
said Cadbury on its own could
move from its No. 2 position to sur-
pass Mars Inc. as the world’s No. 1
candy company within three to five
years, through internal growth and
targeted acquisitions. He said Cad-
bury itself had been an active buyer
of other companies.

“Consolidation is a major factor
in a global industry,” he said.

Kraft’s next move affected by sterling, stocks

LEADING THE NEWS

Associated Press

By Michael Carolan

LONDON—An early-November
deadline from U.K. regulators for
Kraft Foods Inc. to make an offer
for Cadbury PLC leaves the U.S.
food giant plenty of time to put to-
gether a bid, but its eventual valua-
tion of the U.K. confectioner re-
mains subject to the vagaries of eq-
uity and currency markets.

With a deadline in place for
Kraft to launch a formal offer for
Cadbury, the focus has returned
once again to valuation, with ana-
lysts expecting a formal Kraft offer
of about 850 pence a share, which
would value the company at about
£11.6 billion ($18.5 billion). Still, as
Kraft has nearly six weeks to
launch its cash-and-shares bid, the
ultimate valuation could depend
on gyrations in foreign-exchange
markets and the performance by
Kraft’s shares.

The U.K. Takeover Panel on
Wednesday granted Cadbury’s
wish and set a deadline of Nov. 9
for Kraft to make a firm bid for the
U.K. confectioner or to walk away.

Nobody expects Kraft to aban-
don its interest. Instead, analysts
expect the U.S. company will sit
out the next six weeks and launch
its offer just before Nov. 9.

“Kraft will see no benefit in de-
livering an offer before the dead-
line,” said industry consultant

James Amoroso. “It will wait and
see if any other bidders appear.

Shore Capital analyst Darren
Shirley agreed. “It wouldn’t sur-
prise me if Kraft used the whole six
weeks,” he said.

When Kraft makes a formal bid,
it is unlikely to be at its initial pro-
posal of 745 pence a share, which
has received a lukewarm response
from the market and a flat-out re-
jection from the Cadbury board. In-
stead, analysts say they are expect-
ing a bid of between 800 pence and
900 pence a share.

Evolution Securities analyst
Warren Ackerman said the market
will also expect cash to account for
50% of the new offer, up from the
current level of 40%.

Kraft’s original proposal was to
pay 300 pence in cash and 0.2589
new Kraft Foods shares for each
Cadbury share. The bid was origi-
nally valued at 745 pence per Cad-
bury share, or £10.2 billion, but a
fall in Kraft’s share price since the
announcement means that valua-
tion is now closer to 720 pence.

The valuation would be even
lower if the U.K. currency hadn’t
fallen in value against the dollar
during the past week.

The pound has suffered on fears
U.K. interest rates are going to stay
low in the long term and that the
Bank of England is happy with the
weakness of sterling as it will drive

up exports.
Any further weakness in the

pound over the next six weeks is
likely to play further into Kraft’s
hands, as it makes the proportion
of Kraft stock in the deal much
more attractive to Cadbury’s share-
holders.

The share element of the deal
also means that Kraft’s share-price
movements over the next six
weeks will influence any eventual
takeover price. Kraft shares have
dropped more than 6% since it first
approached Cadbury on Sept. 7. As
Kraft is proposing to pay part of
the consideration in its own stock,
this fall lowered the value of the
bid.

Kraft’s management will hope
that the negative sentiment re-
lated to its offer for Cadbury is al-
ready priced into the company’s
shares. Any further downward
drift in the shares will hurt Kraft’s
eventual offer.

“Crucial will be the reaction of
the Kraft share price upon the new
offer announcement,” Mr. Amo-
roso said. “If it sinks again, it may
eradicate the increase in the cash
offer.”

Cadbury itself has its own op-
portunity to influence proceed-
ings with its third-quarter trading
update on Oct. 21. In July, Cadbury
beat expectations with a 4% rise in
first-half sales and increased its

margin target for the full year, af-
ter a strong performance in emerg-
ing markets and its chocolate divi-
sion more than offset slow sales in
North America and Europe.

If its performance has weak-
ened since the half year, Cadbury’s
claim that it can generate more
value as a standalone company will
look hollow and Kraft’s offer may
not need to be so full.

Any new offer from Kraft is ex-
pected to prompt counterbidders
to show their hand.

“If there is a counterbidder, I
think they’ll emerge quite quickly
after Kraft makes its bid,” Mr. Ack-
erman said.

Nestlé SA and Hershey Co. are
seen as the two most likely counter-
bidders, possibly in combination.

While Nestlé’s comments so far
have suggested it is cool on the
idea, Hershey might make the
Swiss company a proposal too
good to refuse.

“I wouldn’t underestimate how
much Hershey needs to do some-
thing,” said Mr. Ackerman. “If it
doesn’t, it will be left as a periph-
eral player.”

Mr. Amoroso, however, views a
counterbid as unlikely. “I continue
to expect this to be a one-horse
race, but the question is whether
the one horse has the stamina to
finish it,” he said.

By Christopher Rhoads

The U.S. government said
Wednesday it had ended its 11-year
contract with the nonprofit body
that oversees key aspects of the In-
ternet’s architecture, after demands
from other countries for more say in
how the Web works.

The move addresses mounting
criticism in recent years that no one
country should have sole control
over important underpinnings of
the Internet, such as determining do-
main name suffixes like “.com.” The
criticism has intensified as Internet
usage has soared around the world
and become critical to economies
and governments. Some countries,
including China, have suggested
they would build their own version
of the Internet if the matter wasn’t
resolved.

“This reflects the globalization
of the Internet,” said Rod Beck-
strom, chief executive of the body,
called the Internet Corporation for
Assigned Names and Numbers, or
Icann. “By America relaxing some
control and inviting other countries
to have an active hand, that in-
creases the possibility that the glo-
bal Internet will remain unified,”
Mr. Beckstrom said in an interview

Instead of reporting to the U.S.,
Icann now will go under regular re-
view by a series of panels, including
representatives from other coun-
tries and fields. But management of
the domain-name system, also
known as the root, won’t change, at
least for now. The Commerce Depart-
ment has a separate contract with
Icann, which expires in 2011, to man-
age the technical aspects of the root.

The changes announced Wednes-
day, the day the main contract ex-
pired, relate to addressing policies
and guidelines.

Icann, which is based in Marina
del Rey, Cali f., was established in
1998 by the Clinton administration
as a way to ensure that important In-
ternet governance decisions, prima-
rily addressing, were coordinated
by a single body. The plan was for
the Department of Commerce to
oversee the body, with veto power
over important decisions, until
Icann became strong enough to oper-
ate on its own as a private-sector or-
ganization.

It was considered essential that
one body make such decisions to en-
sure that all users of the Internet
were operating with the same ad-
dress book, known as the domain-
name system. The power of the Inter-
net lies in part in this universality.
Typing in www.ibm.com allows a
user, whether in Paris or Pittsburgh,
to reach the same Web site.

As the Internet became increas-
ingly important to global com-
merce, communication and govern-
ment, other countries argued the ar-
rangement was no longer proper.

While the Internet was started in
the U.S., today just 15% of the
world’s estimated 1.7 billion Inter-
net users reside in North America,
according to internetworldstats.
com.

France, China, Libya, Brazil and
others argued that such decisions
should be placed under the United
Nations, or perhaps under a newly
created multinational body.

For the average Internet user,
the changes will have no discernible
effect, since they relate to how the
decisions about the Internet’s un-
seen plumbing are made, and by
whom.

U.S. loosens
its control over
Internet body
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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.

2.29% 18 DJ Global Index -a % % 218.04 0.27% –1.9% 4.16% 14 U.S. Select Dividend -b % % 602.65 –1.34% –21.4%

2.00% 19 Global Dow 1222.50 –0.33% –10.8% 1897.68 0.17% –6.9% 4.09% 18 Infrastructure 1349.40 0.14% –9.9% 1886.61 0.98% –5.6%

2.90% 43 Stoxx 600 242.50 –0.46% –5.9% 264.70 0.04% –1.8% 1.44% 9 Luxury 841.70 –0.37% 7.1% 1042.98 0.13% 11.8%

3.05% 27 Stoxx Large 200 258.50 –0.54% –7.6% 280.65 –0.04% –3.5% 5.68% 6 BRIC 50 396.50 –0.44% 12.7% 554.38 0.39% 18.0%

2.17% -18 Stoxx Mid 200 228.70 –0.12% 2.5% 248.30 0.39% 7.1% 4.28% 13 Africa 50 729.70 –0.11% –13.1% 679.23 0.72% –8.9%

2.19% -91 Stoxx Small 200 145.30 0.01% 3.4% 157.66 0.51% 7.9% 3.31% 8 GCC % % 1528.48 0.34% –33.4%

2.93% 34 Euro Stoxx 269.10 –0.45% –5.3% 293.81 0.06% –1.1% 2.77% 17 Sustainability 785.90 –1.00% –8.0% 968.78 –0.61% –4.1%

3.07% 21 Euro Stoxx Large 200 284.50 –0.56% –7.1% 308.63 –0.05% –3.0% 2.25% 14 Islamic Market -a % % 1855.77 0.29% 1.1%

2.21% -12 Euro Stoxx Mid 200 259.20 –0.05% 3.2% 281.12 0.46% 7.7% 2.59% 14 Islamic Market 100 1576.50 –1.15% –7.0% 1969.80 –0.77% –3.1%

2.44% 47 Euro Stoxx Small 200 164.50 0.34% 5.6% 178.31 0.85% 10.3% 2.59% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1398.00 0.34% –14.1% 1748.72 0.85% –10.3% 1.92% 19 DJ U.S. TSM % % 10811.79 –1.29% –8.4%

4.20% 15 Euro Stoxx Select Div 30 1697.90 –0.10% –12.1% 2132.12 0.41% –8.2% % DJ-UBS Commodity 118.80 1.07% –27.9% 126.09 1.59% –24.7%

*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 2 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.1335 1.8128 1.0923 0.1621 0.0377 0.1953 0.0127 0.3001 1.6566 0.2225 1.0558 ...

 Canada 1.0736 1.7169 1.0345 0.1536 0.0357 0.1850 0.0120 0.2842 1.5690 0.2108 ... 0.9471

 Denmark 5.0937 8.1464 4.9086 0.7286 0.1695 0.8778 0.0569 1.3486 7.4447 ... 4.7447 4.4939

 Euro 0.6842 1.0942 0.6593 0.0979 0.0228 0.1179 0.0076 0.1812 ... 0.1343 0.6373 0.6036

 Israel 3.7770 6.0406 3.6398 0.5402 0.1257 0.6509 0.0422 ... 5.5203 0.7415 3.5182 3.3323

 Japan 89.5100 143.1533 86.2581 12.8030 2.9781 15.4260 ... 23.6987 130.8233 17.5727 83.3776 78.9702

 Norway 5.8026 9.2800 5.5917 0.8300 0.1931 ... 0.0648 1.5363 8.4807 1.1392 5.4050 5.1193

 Russia 30.0565 48.0694 28.9645 4.2991 ... 5.1799 0.3358 7.9578 43.9291 5.9007 27.9973 26.5173

 Sweden 6.9914 11.1813 6.7374 ... 0.2326 1.2049 0.0781 1.8510 10.2182 1.3725 6.5124 6.1681

 Switzerland 1.0377 1.6596 ... 0.1484 0.0345 0.1788 0.0116 0.2747 1.5167 0.2037 0.9666 0.9155

 U.K. 0.6253 ... 0.6026 0.0894 0.0208 0.1078 0.0070 0.1655 0.9139 0.1228 0.5824 0.5516

 U.S. ... 1.5993 0.9637 0.1430 0.0333 0.1723 0.0112 0.2648 1.4615 0.1963 0.9315 0.8823

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 344.00 3.00 0.88% 707.00 302.00
Soybeans (cents/bu.) CBOT 927.00 10.00 1.09 1,557.50 670.00
Wheat (cents/bu.) CBOT 457.50 10.00 2.23 1,155.75 439.50
Live cattle (cents/lb.) CME 86.125 0.525 0.61 116.900 83.850
Cocoa ($/ton) ICE-US 3,140 84 2.75 3,219 1,961
Coffee (cents/lb.) ICE-US 127.80 2.30 1.83 189.00 112.00
Sugar (cents/lb.) ICE-US 25.39 0.45 1.80 26.25 11.91
Cotton (cents/lb.) ICE-US 62.84 1.39 2.26 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,105.00 unch. unch. 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,085 49 2.41 2,090 1,187
Robusta coffee ($/ton) LIFFE 1,386 –4 –0.29% 2,256 1,275

Copper (cents/lb.) COMEX 281.90 9.00 3.30 378.00 131.15
Gold ($/troy oz.) COMEX 1009.30 14.90 1.50 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1665.80 48.00 2.97 2,200.00 740.00
Aluminum ($/ton) LME 1,886.00 70.00 3.85 2,425.50 1,288.00
Tin ($/ton) LME 14,500.00 90.00 0.62 17,600.00 9,750.00
Copper ($/ton) LME 6,151.00 211.00 3.55 6,499.00 2,815.00
Lead ($/ton) LME 2,299.50 98.50 4.48 2,459.50 870.00
Zinc ($/ton) LME 1,931.00 37.50 1.98 1,986.00 1,065.00
Nickel ($/ton) LME 17,400 505 2.99 21,150 9,000

Crude oil ($/bbl.) NYMEX 70.61 3.90 5.85 125.63 45.87
Heating oil ($/gal.) NYMEX 1.8324 0.1058 6.13 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.7516 0.1103 6.72 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.841 –0.034 –0.70 12.405 3.491
Brent crude ($/bbl.) ICE-EU 69.80 3.55 5.36 149.27 45.99
Gas oil ($/ton) ICE-EU 559.50 14.75 2.71 897.00 428.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 30
Per In

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

Argentina peso-a 5.6183 0.1780 3.8441 0.2601

Brazil real 2.6032 0.3841 1.7811 0.5615

Canada dollar 1.5690 0.6373 1.0736 0.9315
1-mo. forward 1.5690 0.6373 1.0735 0.9315

3-mos. forward 1.5689 0.6374 1.0734 0.9316
6-mos. forward 1.5689 0.6374 1.0735 0.9316

Chile peso 804.14 0.001244 550.20 0.001818
Colombia peso 2819.55 0.0003547 1929.15 0.0005184

Ecuador US dollar-f 1.4615 0.6842 1 1
Mexico peso-a 19.7423 0.0507 13.5078 0.0740

Peru sol 4.2246 0.2367 2.8905 0.3460
Uruguay peso-e 31.350 0.0319 21.450 0.0466

U.S. dollar 1.4615 0.6842 1 1
Venezuela bolivar 3.14 0.318635 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6566 0.6036 1.1335 0.8823
China yuan 9.9771 0.1002 6.8264 0.1465

Hong Kong dollar 11.3267 0.0883 7.7498 0.1290
India rupee 70.3079 0.0142 48.1050 0.0208

Indonesia rupiah 14097 0.0000709 9645 0.0001037
Japan yen 130.82 0.007644 89.51 0.011172

1-mo. forward 130.80 0.007645 89.49 0.011174
3-mos. forward 130.74 0.007649 89.45 0.011179

6-mos. forward 130.65 0.007654 89.39 0.011187
Malaysia ringgit-c 5.0584 0.1977 3.4610 0.2889

New Zealand dollar 2.0205 0.4949 1.3825 0.7234
Pakistan rupee 121.542 0.0082 83.160 0.0120

Philippines peso 69.570 0.0144 47.600 0.0210
Singapore dollar 2.0590 0.4857 1.4088 0.7098

South Korea won 1720.39 0.0005813 1177.10 0.0008496
Taiwan dollar 46.835 0.02135 32.045 0.03121
Thailand baht 48.947 0.02043 33.490 0.02986

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

Euro zone euro 1 1 0.6842 1.4615

1-mo. forward 1.0000 1.0000 0.6842 1.4615

3-mos. forward 1.0001 0.9999 0.6843 1.4614

6-mos. forward 1.0003 0.9997 0.6844 1.4611

Czech Rep. koruna-b 25.333 0.0395 17.333 0.0577

Denmark krone 7.4447 0.1343 5.0937 0.1963

Hungary forint 270.14 0.003702 184.83 0.005410

Norway krone 8.4807 0.1179 5.8026 0.1723

Poland zloty 4.2361 0.2361 2.8984 0.3450

Russia ruble-d 43.929 0.02276 30.057 0.03327

Sweden krona 10.2182 0.0979 6.9914 0.1430

Switzerland franc 1.5167 0.6593 1.0377 0.9637

1-mo. forward 1.5163 0.6595 1.0375 0.9639

3-mos. forward 1.5156 0.6598 1.0370 0.9644

6-mos. forward 1.5141 0.6605 1.0359 0.9653

Turkey lira 2.1724 0.4603 1.4864 0.6728

U.K. pound 0.9139 1.0942 0.6253 1.5993

1-mo. forward 0.9140 1.0941 0.6254 1.5991

3-mos. forward 0.9141 1.0940 0.6254 1.5989

6-mos. forward 0.9142 1.0939 0.6255 1.5987

MIDDLE EAST/AFRICA
Bahrain dinar 0.5510 1.8149 0.3770 2.6526

Egypt pound-a 8.0414 0.1244 5.5020 0.1818

Israel shekel 5.5203 0.1812 3.7770 0.2648

Jordan dinar 1.0355 0.9657 0.7085 1.4114

Kuwait dinar 0.4188 2.3876 0.2866 3.4895

Lebanon pound 2194.52 0.0004557 1501.50 0.0006660

Saudi Arabia riyal 5.4812 0.1824 3.7503 0.2666

South Africa rand 11.0712 0.0903 7.5750 0.1320

United Arab dirham 5.3683 0.1863 3.6731 0.2723

SDR -f 0.9225 1.0840 0.6312 1.5844

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.

 43 EUROPE DJ Stoxx 600 242.47 –1.12 –0.46% 23.1% –5.9%

 21 DJ Stoxx 50 2453.88 –20.35 –0.82 18.8% –7.9%

 34 Euro Zone DJ Euro Stoxx 269.14 –1.21 –0.45 20.8% –5.3%

 29 DJ Euro Stoxx 50 2872.63 –19.81 –0.68 17.2% –6.3%

 16 Austria ATX 2637.28 29.54 1.13% 50.6% –4.7%

 14 Belgium Bel-20 2485.62 –5.16 –0.21 30.2% –8.5%

 11 Czech Republic PX 1157.1 12.0 1.05 34.8% –6.3%

 19 Denmark OMX Copenhagen 314.53 0.30 0.10 39.1% –3.6%

 14 Finland OMX Helsinki 6368.82 –51.95 –0.81 17.9% –8.4%

 16 France CAC-40 3795.41 –18.69 –0.49 17.9% –6.4%

 20 Germany DAX 5675.16 –38.36 –0.67 18.0% –2.3%

 … Hungary BUX 20226.28 –99.64 –0.49 65.2% 5.5%

 19 Ireland ISEQ 3347.33 7.16 0.21 42.8% –8.1%

 13 Italy FTSE MIB 23472.73 –92.89 –0.39 20.6% –8.6%

 … Netherlands AEX 311.35 –0.77 –0.25 26.6% –6.8%

 14 Norway All-Shares 370.83 0.31 0.08 37.2% 1.5%

 17 Poland WIG 37580.32 –163.80 –0.43 38.0% –0.5%

 17 Portugal PSI 20 8474.95 25.14 0.30 33.6% 5.9%

 … Russia RTSI 1254.52 –6.04 –0.48% 98.5% 5.5%

 11 Spain IBEX 35 11756.1 –97.6 –0.82 27.8% 5.1%

 15 Sweden OMX Stockholm 280.40 –1.68 –0.60 37.3% 14.2%

 14 Switzerland SMI 6323.18 6.46 0.10% 14.2% –6.0%

 9 Turkey ISE National 100 47910.30 –454.53 –0.94 78.3% 32.9%

 13 U.K. FTSE 100 5133.90 –25.82 –0.50 15.8% 3.5%

 52 ASIA-PACIFIC DJ Asia-Pacific 120.72 1.28 1.07 29.0% 7.3%

 … Australia SPX/ASX 200 4743.6 –9.5 –0.20 27.4% –1.1%

 … China CBN 600 24032.93 256.57 1.08 62.8% 35.2%

 20 Hong Kong Hang Seng 20955.25 –57.92 –0.28 45.6% 16.3%

 20 India Sensex 17126.84 273.93 1.63 77.5% 31.2%

 … Japan Nikkei Stock Average 10133.23 33.03 0.33 14.4% –10.9%

 … Singapore Straits Times 2672.57 9.26 0.35 51.7% 13.3%

 11 South Korea Kospi 1673.14 –16.91 –1.00 48.8% 16.2%

 19 AMERICAS DJ Americas 280.51 0.26 0.09 24.1% –5.5%

 … Brazil Bovespa 61765.19 529.93 0.87 64.5% 24.1%

 19 Mexico IPC 29545.85 113.84 0.39 32.0% 17.6%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sept. 30, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 20 ALL COUNTRY (AC) WORLD* 286.88 –0.04% 26.0% –15.0%

2.60% 21 World (Developed Markets) 1,125.57 –0.18% 22.3% –16.3%

2.40% 23 World ex-EMU 130.79 –0.07% 21.5% –16.2%

2.50% 23 World ex-UK 1,123.14 –0.22% 21.6% –15.9%

3.20% 20 EAFE 1,545.54 –0.25% 24.9% –15.1%

2.50% 16 Emerging Markets (EM) 913.19 0.96% 61.0% –4.5%

3.60% 14 EUROPE 84.69 0.14% 22.0% –15.9%

3.90% 14 EMU 179.76 –0.76% 26.5% –17.0%

3.40% 16 Europe ex-UK 94.07 –0.17% 21.2% –14.5%

4.20% 12 Europe Value 97.75 0.08% 26.1% –14.5%

2.90% 17 Europe Growth 71.20 0.19% 17.8% –17.5%

2.70% 17 Europe Small Cap 154.23 0.53% 52.8% –10.8%

2.30% 8 EM Europe 253.73 0.45% 59.8% –27.7%

4.00% 11 UK 1,535.89 –0.12% 16.8% –8.2%

2.80% 20 Nordic Countries 131.17 –1.13% 33.7% –19.8%

1.80% 7 Russia 681.91 0.65% 65.4% –35.0%

3.40% 13 South Africa 668.86 –0.85% 15.5% –2.5%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 391.18 1.75% 58.1% 0.4%

1.70% -72 Japan 558.84 0.20% 5.4% –29.5%

2.30% 16 China 59.61 1.84% 46.1% 2.2%

1.00% 20 India 669.90 1.11% 81.4% 14.7%

0.90% 24 Korea 479.44 0.94% 56.2% 18.7%

2.90% 31 Taiwan 272.23 2.45% 57.0% 0.4%

2.00% 28 US BROAD MARKET 1,178.79 –0.18% 20.0% –16.7%

1.40% -47 US Small Cap 1,624.74 –0.14% 30.3% –14.1%

3.50% 14 EM LATIN AMERICA 3,660.22 0.13% 76.2% –7.7%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Chevron CEO to retire, paving the way for his lieutenant
By Ben Casselman

Chevron Corp. Vice Chairman
John S. Watson will take over at year-
end from longtime Chairman and
Chief Executive David J. O’Reilly, put-
ting a seasoned strategist and deal
maker at the helm of one of the
world’s largest energy concerns.

The selection of Mr. Watson, a
longtime lieutenant of the CEO, sug-
gests directors don’t want a radical
shift in direction as Mr. O’Reilly steps
down after a decade running the San
Ramon, Calif., oil company.

“Chevron has a 130-year history,
and I take it very seriously,” Mr. Wat-
son, 52 years old, said in an interview
Wednesday. “You’ll see a great deal of
continuity going forward.”

That board also decided to pro-
mote Chevron executive George Kirk-
land to vice chairman. A 35-year Chev-
ron veteran, Mr. Kirkland oversees oil-
and-gas exploration and production
for the company.

Mr. Watson, who began his Chev-
ron career in 1980 as a financial ana-

lyst, rose to prominence leading the
company’s integration with Texaco
Inc. early this decade. He has since
held a variety of senior posts, includ-
ing chief financial officer, head of in-
ternational exploration and produc-
tion and head of strategy.

Mr. Watson’s selection wasn’t a
surprise. His promotion to vice chair-
man earlier this year was widely inter-
preted as a sign that he would take
over when Mr. O’Reilly stepped down.

The timing of Mr. O’Reilly’s depar-
ture, after exactly 10 years in the job,
was somewhat less expected. At 62,
he is three years short of Chevron’s
mandatory retirement age for se-
nior executives, though past CEOs
also have left before turning 65.
Chevron has recently achieved sev-
eral significant milestones, includ-
ing the completion of major offshore
projects in Brazil, Angola and the
Gulf of Mexico and a decision to
move forward with the company’s
long-delayed Gorgon liquefied-natu-
ral-gas project in Australia.

“The company is performing well,

executing well,” Mr. O’Reilly said.
“It’s time to pass the baton.”

Mr. Watson will take over at a time
of uncertainty for the company and
the broader oil industry. After years
of record profits amid rapidly rising
oil prices, companies have
seen their earnings fall
sharply in the past year with
the price of oil. Chevron’s
second-quarter profit fell
71% from a year earlier to
$1.75 billion, and the com-
pany has suspended its
share-buyback program to
conserve cash.

Meanwhile, falling U.S.
demand for gasoline be-
cause of the recession, im-
proved fuel efficiency and in-
creased competition from biofuels
has hurt the profits of U.S. refiners, in-
cluding Chevron.

The industry also is facing longer-
term questions about supply and de-
mand. Companies are struggling to
find new sources of oil and gas as old
fields begin to dry up and govern-

ments restrict access to many of the
most attractive new fields. At the
same time, concerns about global cli-
mate change are leading govern-
ments in the U.S. and elsewhere to
consider policies that could damp de-

mand of traditional fuels by
favoring renewable sources
of energy.

Chevron so far has met
those challenges better
than many of its competi-
tors. The company amassed
a war chest of more than $7
billion when oil prices were
rising that has allowed it to
keep its capital spending
steady,even as other big pro-
ducers, such as Royal Dutch
Shell and ConocoPhillips,

have cut their budgets. Chevron
found more oil than it produced last
year, while global oil reserves fell for
the first time in a decade. And the
company expects to increase oil and
gas production by 5% this year, the
fastest projected growth of the major
publicly traded producers.

“If you look out five or ten years,
it’s one of the few, if not the only, inte-
grated [oil company] that most peo-
ple agree has the possibility to main-
tain or even grow production,” said
Philip Weiss, an analyst with Argus
Research Group in New York.

Mr. Weiss said Mr. Watson’s major
challenge will be executing on the
long list of projects on which Chevron
has embarked in recent years. But he
said Mr. Watson’s finance back-
ground positions him well to keep
those projects on time and on budget.

Mr. O’Reilly will step down after
more than 40 year’s with the com-
pany. Born in Ireland, he began his ca-
reer at Chevron as a chemical engi-
neer and rose through the ranks to
run Chevron’s chemical business and
its refining unit.

One of Big Oil’s longest-serving
chief executives, Mr. O’Reilly made
his most lasting mark on the com-
pany early in his tenure, orchestrat-
ing Chevron’s $35 billion acquisition
of Texaco less than a year after taking
over in 2000.

After ending its Wahaha venture, Danone will sell its Bio brand yogurts in China, seen above in a Shanghai supermarket.

Danone ends troubled Wahaha venture
China partnership was plagued by disputes over drinks business; cash payout will settle legal cases

David J. O’Reilly

By James T. Areddy

SHANGHAI—France’s Groupe
Danone SA will accept a cash settle-
ment to relinquish claims to the
name Wahaha, one of China’s best-
known brands, in a decision to exit a
valuable consumer-products busi-
ness after a rare public battle for
control of it.

In a joint statement Wednesday,
Danone announced a settlement
with China’s Hangzhou Wahaha
Group Co. by saying its 51% share in
existing joint ventures that make
soft drinks and related products will
be sold to the businesses’ Chinese
partners. “The completion of this
settlement will put an end to all le-
gal proceedings related to the dis-
putes between the two parties,” the
statement said.

No financial terms were dis-
closed. A person familiar with the
matter said the settlement amount
is “slightly below” the figure
Danone has cited in previously pub-
lished financial accounts as the
value of its Wahaha holdings: Œ381
million, or about $555 million.

The public feud over control of
the Wahaha empire offered a rare
peek into the breakup of a major
Sino-foreign joint venture. Danone’s
strategy to publicly confront its part-
ner, and Wahaha’s to respond with
its own accusations, marked a dis-
tinct break with prevailing business
practice in China, where problems
have usually been settled with face-
saving, private negotiations.

Analysts said the case served to
reinforce how difficult it is to oper-
ate a partnership in China. “That’s a
key lesson: To build a [brand] busi-
ness in China you need to build from
the ground up,” said Jonathan Cha-
jet, China managing director for con-
sultancy Interbrand.

Foreign firms have reported bil-
lions of dollars in sales through
their Chinese partnerships. Interna-
tional giants such as Procter & Gam-
ble, Starbucks, General Motors,
Ford, Citigroup and Prudential have
operated wholly or in part through
joint ventures in China.

But executives involved say the
expectations of foreign and local
parties can conflict in a JV, for in-
stance when an international com-
pany is striving for efficiencies and
profits that match its global goals
while the local partner—sometimes
an arm of the Chinese government—
strives to maximize employment or
improve technology. At other times
partners have stolen corporate se-
crets, cheated and otherwise sabo-
taged a venture, while legal avenues
have had little effect on day-to-day
operations.

In past years foreign companies
were required to have joint ven-
tures, or found it was the only practi-
cal way to get into the Chinese mar-
ket quickly. But in recent years
China has opened up more sectors
for wholly owned foreign ventures,
especially after it joined the World
Trade Organization in 2001.

The Wahaha brand is among the
most famous in China, with soft
drinks and juices. It ranked No. 16
among domestic brands and is worth

$2.2 billion, according to a recent re-
port by Shanghai research firm Hu-
run Report, which uses qualitative
and quantitative measures to arrive
at brand values. Wahaha doesn’t pub-
licly disclose financial figures.

In 2007, Danone, which had virtu-
ally no involvement in the day-to-day
management of Wahaha operations,
went public with allegations against
its partner of more than a decade,
Zong Qinghou, Wahaha’s founder
and a Chinese folk hero entrepreneur.

The French company charged
that Mr. Zong had for years pro-
duced and sold Wahaha-branded
drinks using an outside network of
operations that he owned in parallel
to the joint ventures. Danone said
that cut it out of the 51% in earnings
from anything carrying the Wahaha
name that it was entitled to under
contracts signed in 1996.

Moreover, Danone said Mr. Zong
reneged on a late 2006 agreement
that would have settled the matter
amicably.

For his part, Mr. Zong never de-

nied he established Wahaha-
branded businesses outside the ven-
tures but said it was done with the
blessing of Danone. A colorful fig-
ure, brilliant marketer and active
blogger, Mr. Zong argued the origi-
nal agreements were outdated and
unfair, written when he was a re-
gional player and Danone was one of
the world’s largest companies.

In rabble-rousing speeches, he
claimed to represent China’s na-
tional interests, while dismissing
Danone as a foreign company hun-
gry for short-term profits.

“One of the most successful alli-
ances in China” degenerated into a
case study of a relationship that
“was not sustainable in the long
run,” according to Teng Bingsheng,
a professor of Cheung Kong Gradu-
ate School of Business in Beijing.

Deep distrust and loss of face on
both sides, Mr. Teng said, made
Danone’s eventual exit likely. “For
the simple reason Mr. Zong is the
one who runs the show,” he said.

Mr. Zong founded the Wahaha

group in the late 1980s, pricing soft
drinks cheaply and pushing them
with widespread distribution, some
of China’s first television advertise-
ments and a catchy name that
roughly translates as “laughing
baby.” In 1996, he and Danone began
establishing joint ventures to sell
drinks under the Wahaha name.

Eventually Danone owned 51% of
around 40 joint ventures, but left
Mr. Zong to run them with virtually
no oversight.

Over the past two years, the com-
panies traded accusations through
the press and filed dueling lawsuits in
courts around the world, some of
them directed at individuals at the
center of the ventures. At one point,
Danone estimated its losses from Mr.
Zong’s ventures at $100 million,
while Mr. Zong responded that “the
French” had no claim on a business he
built into a multibillion dollar empire.

In some of the legal actions, Mr.
Zong appeared to prevail, particu-
larly in Chinese courts, while Danone
chalked up successes on foreign soil.

The settlement signed Wednes-
day in Beijing is subject to approval
by Chinese authorities. It is expected
to be completed before year end.

Danone, which reported the Wa-
haha business generated about 10%
of its global revenue in 2006 but has
since adjusted how it accounted for
Wahaha, said it expects no impact
on its income statement from the
Wahaha settlement.

In China, it will be left with a
much smaller footprint and is essen-
tially starting over, pushing its Bio-
brand yogurt through a recently
launched, wholly owned business
that lacks the distribution might
that Wahaha controls.

“We are keen to accelerate the
success of our Chinese activities,”
Franck Riboud, chief executive of-
ficer and chairman of Danone said in
the statement. He said he is confi-
dent Wahaha will “continue to be
highly successful.”

The closely held Wahaha, mean-
while, is faced with following
through on plans to extend its reach
overseas without a sizable interna-
tional partner, analysts said.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.40 $27.01 –0.19 –0.70%
Alcoa AA 29.90 13.12 –0.19 –1.43%
AmExpress AXP 13.40 33.90 0.09 0.27%
BankAm BAC 166.50 16.92 –0.24 –1.40%
Boeing BA 5.20 54.15 –0.47 –0.86%
Caterpillar CAT 9.80 51.33 –0.27 –0.52%
Chevron CVX 11.60 70.43 –0.48 –0.68%
CiscoSys CSCO 56.50 23.54 0.24 1.03%
CocaCola KO 11.40 53.70 0.39 0.73%
Disney DIS 16.30 27.46 –0.48 –1.72%
DuPont DD 7.10 32.14 –0.38 –1.17%
ExxonMobil XOM 22.00 68.61 –0.46 –0.67%
GenElec GE 107.50 16.42 –0.29 –1.74%
HewlettPk HPQ 18.40 47.21 –0.23 –0.48%
HomeDpt HD 14.00 26.64 –0.19 –0.71%
Intel INTC 56.00 19.57 0.09 0.46%
IBM IBM 6.30 119.61 0.80 0.67%
JPMorgChas JPM 35.90 43.82 –1.06 –2.36%
JohnsJohns JNJ 8.50 60.89 –0.04 –0.07%
KftFoods KFT 11.10 26.27 0.25 0.96%
McDonalds MCD 8.40 57.07 –0.10 –0.17%
Merck MRK 16.10 31.63 –0.22 –0.69%
Microsoft MSFT 52.00 25.72 –0.03 –0.12%
Pfizer PFE 54.30 16.55 –0.22 –1.31%
ProctGamb PG 11.00 57.92 0.01 0.02%
3M MMM 3.70 73.80 –0.14 –0.19%
TravelersCos TRV 4.50 49.23 0.27 0.55%
UnitedTech UTX 5.50 60.93 –0.38 –0.62%
Verizon VZ 15.10 30.27 0.11 0.36%
WalMart WMT 19.60 49.09 –0.14 –0.28%

Dow Jones Industrial Average P/E: 16
LAST: 9712.28 t 29.92, or 0.31%

YEAR TO DATE: s 935.89, or 10.7%

OVER 52 WEEKS t 1,118.79, or 10.3%

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

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

JPMorgan $1,203 8.7% 49% 22% 27% 1%

Credit Suisse 824 6.0% 35% 43% 21% 1%

Deutsche Bank 789 5.7% 28% 40% 30% 3%

UBS 785 5.7% 36% 22% 40% 1%

BNP Paribas 741 5.4% 27% 48% 17% 7%

RBS 663 4.8% 41% 45% 9% 5%

Goldman Sachs 655 4.7% 36% 19% 45% 1%

Citi 605 4.4% 30% 32% 35% 3%

Morgan Stanley 576 4.2% 47% 23% 30% 1%

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

ThyssenKrupp 325 –41 –30 –65 ACE  69 2 2 –14

Renault 314 –31 –31 –76 Allianz 60 2 1 –10

M real  1340 –24 –56 –558 Norske Skogindustrier 1018 2 –16 –113

Peugeot 302 –24 –31 –72 Eircom 204 3 7 –5

Fiat 355 –17 –37 –130 Carlton Comms 458 4 5 21

Alcatel Lucent 609 –17 –57 –102 Svenska Handelsbanken 59 5 –3 –10

Clariant 236 –14 –3 –39 Man Gp  179 5 –9 –31

Valeo 257 –14 –7 –4 Deutsche Lufthansa 199 6 9 –1

GKN Hldgs  279 –13 –4 –16 Allied Irish Bks 172 8 –3 –86

Contl  500 –12 7 –251 Danone 62 16 22 22

Source: Markit Group

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

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

ING Groep Netherlands Life Insurance $37.1 12.20 3.13% –23.0% –65.0%

AXA S.A. France Full Line Insurance 56.5 18.50 2.89 –23.7 –37.2

Allianz SE Germany Full Line Insurance 56.4 85.37 1.84 –11.2 –38.4

Novartis Switzerland Pharmaceuticals 132.1 51.85 1.07 –12.6 –29.0

Tesco U.K. Food Rtlrs & Whlslrs 50.2 4.00 0.81 1.3 3.9

Bayer Germany Specialty Chemicals $57.2 47.35 –3.05% –9.6 16.2

BNP Paribas S.A. France Banks 94.5 54.60 –2.97 –14.7 –34.7

Anglo Amer U.K. General Mining 42.8 19.93 –2.47 7.9 –11.3

Soc. Generale France Banks 48.7 55.00 –2.46 –13.0 –53.3

Siemens Germany Diversified Industrials 84.6 63.28 –2.36 –0.7 –6.2

...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

GDF Suez 100.2 30.35 0.41% –14.9% –1.3%
France (Multiutilities)
BASF 48.6 36.21 0.39 7.5 12.4
Germany (Commodity Chemicals)
SAP 59.6 33.28 0.33 –10.0 –15.6
Germany (Software)
Daimler 53.4 34.41 0.31 6.3 –13.2
Germany (Automobiles)
Barclays 65.2 3.70 0.20 8.5 –44.9
U.K. (Banks)
Nestle S.A. 155.3 44.16 0.18 –8.8 0.4
Switzerland (Food Products)
ENI 100.0 17.08 0.12 –7.7 –26.1
Italy (Integrated Oil & Gas)
Unilever 49.4 19.70 0.08 –3.3 1.0
Netherlands (Food Products)
Rio Tinto 65.3 26.69 –0.07 –7.4 34.5
U.K. (General Mining)
Iberdrola S.A. 51.5 6.71 –0.07 –8.5 –25.5
Spain (Conventional Electricity)
Intesa Sanpaolo 52.4 3.02 –0.08 –21.0 –42.7
Italy (Banks)
Credit Suisse Grp 65.6 57.50 –0.17 11.3 –20.7
Switzerland (Banks)
RWE 48.6 63.47 –0.19 –7.0 –14.4
Germany (Multiutilities)
ABB 46.6 20.80 –0.29 1.5 31.6
Switzerland (Industrial Machinery)
Total S.A. 139.3 40.61 –0.39 –4.2 –19.7
France (Integrated Oil & Gas)
Sanofi-Aventis S.A. 96.4 50.15 –0.46 4.5 –28.4
France (Pharmaceuticals)
Assicurazioni Gen 38.6 18.73 –0.48 –16.5 –29.0
Italy (Full Line Insurance)
Diageo 42.4 9.60 –0.67 0.1 1.9
U.K. (Distillers & Vintners)
Telefonica S.A. 129.7 18.86 –0.71 10.0 37.5
Spain (Fixed Line Telecomms)
BG Grp 62.2 10.87 –0.73 7.7 73.9
U.K. (Integrated Oil & Gas)

Roche Hldg Part. Cert. 113.4 167.50 –0.83% –6.1% –23.0%
Switzerland (Pharmaceuticals)
E.ON 84.8 28.98 –0.86 –19.0 –7.2
Germany (Multiutilities)
Vodafone Grp 130.5 1.40 –0.92 12.1 10.2
U.K. (Mobile Telecomms)
L.M. Ericsson Tel B 29.9 70.00 –0.99 15.5 –44.7
Sweden (Telecomms Equipment)
BP 182.8 5.53 –1.06 19.2 –3.0
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 112.4 12.30 –1.09 1.4 –15.7
U.K. (Pharmaceuticals)
Astrazeneca 65.2 28.04 –1.09 11.0 –16.2
U.K. (Pharmaceuticals)
British Amer Tob 63.6 19.63 –1.11 3.9 36.5
U.K. (Tobacco)
BHP Billiton 60.9 17.08 –1.16 41.3 96.3
U.K. (General Mining)
UBS 65.0 18.97 –1.20 –3.7 –71.4
Switzerland (Banks)
Royal Dutch Shell A 101.4 19.55 –1.26 –5.1 –23.2
U.K. (Integrated Oil & Gas)
Banco Santander 131.1 11.00 –1.26 8.1 –5.5
Spain (Banks)
Deutsche Telekom 59.5 9.33 –1.27 –17.0 –26.0
Germany (Mobile Telecomms)
HSBC Hldgs 197.0 7.16 –1.35 –10.9 –15.9
U.K. (Banks)
Nokia 55.0 10.05 –1.37 –23.4 –34.7
Finland (Telecomms Equipment)
ArcelorMittal 58.3 25.55 –1.67 –23.5 –5.0
Luxembourg (Iron & Steel)
France Telecom 70.5 18.21 –1.70 –10.4 –1.1
France (Fixed Line Telecomms)
Banco Bilbao Viz 66.5 12.13 –1.74 5.5 –33.4
Spain (Banks)
UniCredit 65.4 2.67 –1.84 9.2 –52.4
Italy (Banks)
Deutsche Bk 47.6 52.45 –2.35 5.5 –45.9
Germany (Banks)

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 0.21% 0.68% 2.0% 6.5% 1.0%
Event Driven 0.25% 2.13% 5.3% 12.0% -11.4%
Equity Market Neutral -0.71% -1.78% -2.1% -5.3% -9.4%
Equity Long/Short -0.56% 0.72% 3.0% 3.8% -7.0%

*Estimates as of 09/29/09, 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 0.85 100.75% 0.01% 0.87 0.78 0.83

Eur. High Volatility: 12/1 1.52 97.57 0.01 1.58 1.42 1.51

Europe Crossover: 12/1 5.63 97.45 0.05 6.06 5.52 5.73

Asia ex-Japan IG: 12/1 1.15 99.30 0.01 1.20 1.06 1.13

Japan: 12/1 1.27 98.64 0.01 1.27 0.99 1.16

 Note: Data as of September 29

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

In percentage points
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BLUE CHIPS & BONDS

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

And Katharina Becker

STUTTGART, Germany—Sales at
Daimler AG’s core Mercedes-Benz
unit appeared to turn a corner in Sep-
tember after months of poor per-
formance, and Dieter Zetsche, who
runs the car unit, said the company
was increasingly confident the divi-
sion would post an operating profit
in the second half.

“We’re more confident than be-
fore that we can keep our promise of
achieving a positive operating result
at Mercedes-Benz in the second
half,” Mr. Zetsche said in an inter-
view at the company’s headquarters
Wednesday.

Mr. Zetsche said Daimler’s tar-
get hadn’t been set, in anticipation
that the division would “only earn
one euro,” suggesting a solid posi-
tive result.

That is encouraging for Daimler
and other luxury-car makers that
have endured leaner times during
the recession than mass-market ri-
vals, whose sales have been propped
up by government-backed incentives
in numerous markets world-wide.
Those initiatives typically encourage
car owners to trade in aging gas guz-
zlers and buy new, fuel-efficient vehi-
cles, and benefited companies that
produce smaller, cheaper cars.

Mr. Zetsche, 56 years old, joined
the former Daimler-Benz in 1976 and
has worked in operations ranging
from engineering to sales. He now
has day-to-day control of the Mer-
cedes-Benz car business.

Mercedes-Benz sales in Septem-
ber came in at around last year’s
level, he said. Mercedes-Benz is the
world’s second best-selling luxury-

car maker, after German rival BMW
AG, and its truck division is the
world’s largest maker of commercial
vehicles by sales.

The Mercedes-Benz Cars unit,
which comprises the Mercedes-Benz
nameplate, Smart minicars and the
ultraluxury Maybach brand, is ex-
pected to return to profitability
mainly because of revamped ver-
sions of its E-Class and flagship
S-Class models.

Sales at the Mercedes-Benz unit
were down 17% year-over-year in the
January-to-August period at 711,300
cars. The Mercedes-Benz brand suf-
fered an 18% sales decline in the first
eight months of the year to 632,700
cars as demand for luxury cars con-
tracted sharply.

Audi, Volkswagen AG’s premium
brand, has been narrowing the gap
with Mercedes-Benz amid the reces-
sion, partly because of a strong pres-
ence in China and limited exposure
to the troubled U.S. market.

“We acknowledge that they
steered through the crisis very well.
But there is no reason to fear Audi,”
Mr. Zetsche said, adding he was con-
fident Mercedes-Benz was on the
right track for growth. He played
down Audi’s benefits through econ-
omies of scale within the Volks-
wagen group.

He said the U.S. market would
maintain an important one for pre-
mium auto makers, mainly for demo-
graphic reasons, but said the Chinese
market harbors the biggest potential
for growth in coming years.

Mercedes-Benz could ramp up
production in China by gaining ac-
cess to the entire capacity of its
former alliance partner there,
Chrysler Group LLC, he said. The

Chinese joint venture had annual
production capacity of 25,000 Mer-
cedes-Benz cars and about 75,000
Chryslers.

Daimler has the scale and techno-
logical expertise to steer through
the recession as a stand-alone com-
pany, he said, but added that, espe-
cially in the field of small and com-
pact cars such as the Smart brand,
it was looking at projects with
other companies to benefit from
synergies. Mr. Zetsche was optimis-
tic Daimler would announce details
on cooperation agreements “within
the next months.”

Reacting to the steep fall in de-
mand for cars and trucks, Daimler
initiated an initiative to trim costs
by Œ4 billion, or roughly $6 billion,

this year and streamline the orga-
nization.

Mr. Zetsche reiterated that Daim-
ler was poised to exceed that target
and expects earnings to gradually
improve in coming quarters, adding
that he regarded the company’s net
liquidity level of Œ4.6 billion as of
June 30 as sufficient. He said Daim-
ler had no plans to revive its share-
buyback program.

Adding to hopes that auto mar-
kets are finally stabilizing, Mr.
Zetsche said several major commer-
cial-vehicle markets had started to
bottom out. He said the European
truck market was stabilizing at
around 50% lower than last year,
while the U.S. market showed the
first signs of recovery.

Infineon says
chip demand
on the mend

Michelin is doubtful about upturn
Tire executive says
recent demand is due
mainly to restocking

Mercedes should hit profit goal, chief says

Mercedes head Dieter Zetsche, seen at a September auto show, is optimistic
Daimler will announce details on cooperation agreements within months.

‘When you look at the infrastructure business—construction, quarries, things that would trigger new freight—[stronger
demand] is simply not in sight,’ said Michelin finance chief Jean-Dominique Senard, pictured at a July earnings presentation.

By Sebastian Moffett

PARIS—The recent world eco-
nomic recovery is shaky and could
soon fade, the chief financial officer
of Michelin said Wednesday.

Despite “the euphoria we have
seen in the past weeks…we never
had these signals [of recovery] and
we still don’t have them,” Jean-Do-
minique Senard said in an interview.
“The prospects in the coming weeks
are not good.”

Cie. Générale des Établisse-
ments Michelin, as Michelin is for-
mally known, is one of the world’s
biggest tire makers and is exposed
to all kinds of economic forces:
Trade volume affects demand for
truck tires, and the consumer mood
influences the number of car and air-
plane tires sold. For that reason, the
company’s fortunes “amplify the
moves of GDP,” Mr. Senard said.

Most of the world’s big econo-
mies fell into recession at the end of
last year, but many have since im-
proved. France and Germany moved
out of recession in the second quar-
ter. But some measures of economic
growth remain negative. The Baltic
Dry Index, a measure of interna-
tional trade volume, rose until July,
but has since fallen—albeit not to
the lows it reached late last year. Eu-
ropean unemployment is still rising.

Much of the upturn has been due

to China’s continuing economic
boom, plus the rebuilding of invento-
ries, Mr. Senard said. After using up
stockpiles of goods during the worst
of the downturn, companies have
started buying again.

Tire-industry sales have im-
proved as truck fleets rebuilt their
tire inventories, and Michelin’s pro-
duction is up to around 70% of ca-
pacity, from a low of 30% earlier
this year.

Even so, Mr. Senard said there
was no reason to expect continued

improvement. “We do not see any
pickup in activity in the truck busi-
ness,” he said. “When you look at the
infrastructure business—construc-
tion, quarries, things that would
trigger new freight—[stronger de-
mand] is simply not in sight today.”

One of Michelin’s challenges is to
produce more in fast-growing mar-
kets. Though it has three factories in
China, for example, 70% of its pro-
duction takes place in mature econo-
mies, such as in Europe and North
America. Some of that output has to

be exported to emerging markets,
such as China, India and Brazil.

To tap the new source of growth,
Michelin wants partly to grow organ-
ically, gradually expanding its opera-
tions. But it would also look for pos-
sible acquisitions to speed its moves
into emerging markets.

“We are certainly watching
with great attention the different
opportunities that could come,” he
said. But, “it’s getting more and
more difficult to find partners who
are willing.”
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By Archibald Preuschat

MUNICH—The semiconductor
sector has passed the worst of the
slump, but it will take years to re-
turn to sales levels reached before
the financial crisis, said Marco
Schröter, chief financial officer of
German chip maker Infineon Tech-
nologies AG.

“In the last four to six weeks the
situation has changed,” Mr.
Schröter, who is also a member of In-
fineon’s management board, said in
a recent interview, echoing more
positive recent comments from com-
panies across the sector.

Earlier this month, Dutch semi-
conductor-equipment maker ASML
Holding NV raised its sales expecta-
tions, as did industry heavyweight
Texas Instruments Inc.

Demand, especially from indus-
trial and automotive customers,
has increased, Mr. Schröter said.
Moreover, “we now have visibility
into the next two quarters and it
looks better than six weeks ago,” he
said. “However, quarterly growth
rates could flatten in the second
quarter,” he cautioned, though he
added the company won’t see a de-
cline as sharp as it recorded in its
first fiscal quarter, ending Dec. 31.

Infineon supplies logic chips
used in the communications, auto-
motive and industrial sectors. Its
products are also used for passports
and chips used on mobile-phone
SIM cards and credit cards.

It could take three years until In-
fineon reaches the sales level prior
to the crisis, Mr. Schröter said, but
the signs are encouraging. Infine-
on’s book-to-bill ratio now stands at
above 1, up from a floor of 0.6 in the
December quarter of last year, Mr.
Schröter said.

As a result of the improved condi-
tions, Infineon has scrapped the
shorter working hours it introduced
to mitigate the effects of the slump,
and factory utilization has recov-
ered to almost full levels from the
40%-to-60% levels seen in recent
months, he said.

Referring to Infineon’s fourth-
quarter results for the period end-
ing Sept. 30, Mr. Schröter said: “We
won’t disappoint market expecta-
tions,” without elaborating.

After a recent capital increase in
which Infineon raised Œ725 million
($1.06 billion), the Neubiberg, Ger-
many-based company will be able to
refinance its debt and has built up a
solid cash position.

Meanwhile, Mr. Schröter poured
cold water on recent market specula-
tion that Russian conglomerate AFK
Sistema might take a major stake in
Infineon.
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n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/29 USD 341.26 39.0 19.7 5.8
Sel Emerg Mkt Equity GL EQ GGY 09/29 USD 200.12 52.8 14.1 –12.9
Sel Euro Equity EUR US EQ GGY 09/29 EUR 95.49 27.8 –8.1 –21.3
Sel European Equity EU EQ GGY 09/29 USD 184.08 33.9 –1.3 –20.4
Sel Glob Equity GL EQ GGY 09/29 USD 186.21 29.6 –2.1 –19.9
Sel Glob Fxd Inc GL BD GGY 09/29 USD 141.15 9.4 2.7 –1.2
Sel Pacific Equity AS EQ GGY 09/29 USD 141.14 56.1 13.8 –11.0
Sel US Equity US EQ GGY 09/29 USD 119.45 18.5 –4.8 –17.8
Sel US Sm Cap Eq US EQ GGY 09/29 USD 169.63 29.7 –4.8 –17.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/29 EUR 27.34 4.2 –29.5 –44.2
MP-TURKEY.SI OT OT SVN 09/29 EUR 31.95 63.6 1.2 –22.6

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 09/29 EUR 3.32 58.1 –38.1 –40.3
Parex Eastern Europ Bal OT OT LVA 09/29 EUR 13.03 51.9 3.1 –3.5
Parex Eastern Europ Bd EU BD LVA 09/29 USD 13.95 60.0 9.2 1.4
Parex Russian Eq EE EQ LVA 09/29 USD 18.28 111.1 4.3 –18.4

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/30 USD 164.16 48.0 18.4 –18.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/30 USD 156.57 47.1 17.4 –18.8
PF (LUX)-Biotech-Pca OT EQ LUX 09/29 USD 297.87 4.5 –10.7 –6.4
PF (LUX)-CHF Liq-Pca CH MM LUX 09/29 CHF 124.22 0.2 0.3 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/29 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/29 USD 109.12 34.2 23.7 –9.0
PF (LUX)-East Eu-Pca EU EQ LUX 09/29 EUR 280.64 110.2 4.1 –22.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/30 USD 490.82 61.3 16.2 –17.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/29 EUR 96.82 26.6 –0.1 –17.2
PF (LUX)-EUR Bds-Pca EU BD LUX 09/29 EUR 384.22 2.9 5.5 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/29 EUR 292.39 2.9 5.5 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/29 EUR 145.34 16.4 15.9 5.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/29 EUR 102.18 16.4 15.9 5.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/29 EUR 139.34 54.5 12.3 –2.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/29 EUR 80.78 54.5 12.3 –2.5
PF (LUX)-EUR Liq-Pca EU MM LUX 09/29 EUR 135.88 0.9 1.8 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/29 EUR 97.93 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/29 EUR 102.38 0.5 1.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/29 EUR 101.02 0.5 1.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/29 EUR 391.06 27.8 –3.1 –22.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/29 EUR 127.18 25.7 –0.8 –19.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/29 USD 239.16 26.3 23.5 10.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/29 USD 162.70 26.3 23.5 10.8
PF (LUX)-Gr China-Pca AS EQ LUX 09/30 USD 322.16 51.4 23.8 –14.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/30 USD 344.17 79.6 28.2 –11.1
PF (LUX)-Jap Index-Pca JP EQ LUX 09/30 JPY 8789.06 7.9 –16.2 –24.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/30 JPY 7796.65 6.8 –19.4 –29.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/30 JPY 7574.20 6.3 –19.9 –29.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/30 JPY 4444.23 13.2 –13.4 –24.0
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/29 USD 50.52 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/30 USD 259.98 64.2 20.8 –10.4
PF (LUX)-Piclife-Pca CH BA LUX 09/29 CHF 776.35 12.6 3.4 –5.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/29 EUR 59.14 34.0 4.4 –15.5
PF (LUX)-Rus Eq-Pca OT OT LUX 09/29 USD 56.15 145.8 14.0 NS
PF (LUX)-Security-Pca GL EQ LUX 09/29 USD 92.62 29.6 11.4 –11.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/29 EUR 439.30 34.6 2.3 –18.5
PF (LUX)-US Eq-Ica US EQ LUX 09/29 USD 99.19 21.5 –2.8 –12.6
PF (LUX)-USA Index-Pca US EQ LUX 09/29 USD 85.99 18.6 –2.7 –15.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/29 USD 514.96 –2.9 4.5 6.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/29 USD 377.87 –2.9 4.5 6.2
PF (LUX)-USD Liq-Pca US MM LUX 09/29 USD 131.00 0.6 1.2 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/29 USD 85.54 0.6 1.2 2.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/29 USD 101.57 0.3 1.0 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/29 USD 100.86 0.3 1.0 NS
PF (LUX)-Water-Pca GL EQ LUX 09/29 EUR 115.96 12.6 –5.3 –13.8
PF (LUX)-WldGovBds-Pca GL BD LUX 09/30 USD 167.86 1.8 12.4 8.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/30 USD 138.94 1.8 12.4 8.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/29 USD 12.13 54.7 20.5 –9.3
Japan Fund USD JP EQ IRL 09/30 USD 17.10 16.4 24.4 –3.0
Polar Healthcare Class I USD OT OT IRL 09/29 USD 12.24 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/29 USD 12.24 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 08/31 USD 120.86 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 08/31 USD 9.17 35.9 –24.7 –17.9
Europn Conviction USD B EU EQ CYM 08/31 USD 132.59 5.0 12.4 10.7
Europn Forager USD B OT OT CYM 08/31 USD 211.30 18.1 6.5 0.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 08/31 USD 185.62 11.9 9.8 5.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/16 USD 117.08 102.9 27.9 5.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/29 EUR 689.46 22.4 –3.6 –17.7
Core Eurozone Eq B EU EQ IRL 09/29 EUR 816.00 24.1 0.7 NS
Euro Fixed Income A EU BD IRL 09/29 EUR 1217.70 7.6 3.9 –1.7
Euro Fixed Income B EU BD IRL 09/29 EUR 1298.02 8.0 4.5 –1.1
Euro Small Cap A EU EQ IRL 09/29 EUR 1163.61 37.3 –0.4 –22.2
Euro Small Cap B EU EQ IRL 09/29 EUR 1244.53 37.9 0.2 –21.7
Eurozone Agg Eq A EU EQ IRL 09/29 EUR 648.11 30.4 1.5 –19.5
Eurozone Agg Eq B EU EQ IRL 09/29 EUR 930.00 31.0 2.1 –19.1
Glbl Bd (EuroHdg) A GL BD IRL 09/29 EUR 1353.34 13.0 8.0 2.5
Glbl Bd (EuroHdg) B GL BD IRL 09/29 EUR 1434.28 13.5 8.7 3.2
Glbl Bd A EU BD IRL 09/29 EUR 1078.29 10.0 9.1 2.7
Glbl Bd B EU BD IRL 09/29 EUR 1146.64 10.5 9.8 3.3
Glbl Real Estate A OT EQ IRL 09/29 USD 855.25 28.3 –13.6 –22.5
Glbl Real Estate B OT EQ IRL 09/29 USD 880.37 28.9 –13.1 –22.1
Glbl Real Estate EH-A OT EQ IRL 09/29 EUR 769.60 22.7 –16.8 –23.7
Glbl Real Estate SH-B OT EQ IRL 09/29 GBP 72.41 22.1 –17.6 –23.3
Glbl Strategic Yield A EU BD IRL 09/29 EUR 1525.45 34.9 9.6 0.7
Glbl Strategic Yield B EU BD IRL 09/29 EUR 1629.94 35.5 10.3 1.3
Japan Equity A JP EQ IRL 09/29 JPY 11592.14 12.2 –16.1 –25.5
Japan Equity B JP EQ IRL 09/29 JPY 12336.56 12.7 –15.6 –25.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/29 USD 2133.67 65.9 24.3 –10.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/29 USD 2273.60 66.6 25.1 –10.1
Pan European Eq A EU EQ IRL 09/29 EUR 934.99 30.1 1.3 –18.8
Pan European Eq B EU EQ IRL 09/29 EUR 995.19 30.7 1.8 –18.4
US Equity A US EQ IRL 09/29 USD 829.78 24.0 –2.2 –16.3
US Equity B US EQ IRL 09/29 USD 887.06 24.6 –1.7 –15.8
US Small Cap A US EQ IRL 09/29 USD 1233.72 22.7 –7.2 –17.1
US Small Cap B US EQ IRL 09/29 USD 1319.71 23.2 –6.7 –16.6

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/30 EUR 14.01 –0.9 15.2 11.9
Asset Sele C H-CHF OT OT LUX 09/30 CHF 97.22 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/30 GBP 98.31 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/30 JPY 9754.74 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/30 NOK 112.22 –0.3 NS NS
Asset Sele C H-SEK OT OT LUX 09/30 SEK 140.61 –1.4 15.9 12.2
Asset Sele C H-USD OT OT LUX 09/30 USD 98.15 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/30 SEK 131.95 –1.4 NS NS
Choice Global Value -C- GL EQ LUX 09/30 SEK 72.46 20.4 –5.6 –24.0
Choice Global Value -D- OT OT LUX 09/30 SEK 69.43 20.4 –5.6 NS
Choice Global Value -I- OT OT LUX 09/30 EUR 6.32 29.9 –8.6 –27.2
Choice Japan Fd -C- OT OT LUX 09/30 JPY 47.67 6.0 –16.4 –26.3
Choice Japan Fd -D- OT OT LUX 09/30 JPY 42.86 6.0 –16.4 –26.3
Choice Jpn Chance/Risk JP EQ LUX 09/30 JPY 49.48 10.5 –17.9 –28.9
Choice NthAmChance/Risk US EQ LUX 09/30 USD 3.72 33.0 –3.4 –16.0
Ethical Europe Fd OT OT LUX 09/30 EUR 1.89 26.6 –4.7 –22.5
Europe 1 Fd OT OT LUX 09/30 EUR 2.72 30.2 –2.7 –22.5
Europe 3 Fd EU EQ LUX 09/30 EUR 3.89 27.3 –4.9 –23.4
Global Chance/Risk Fd GL EQ LUX 09/30 EUR 0.56 19.9 –5.6 –18.4
Global Fd -C- OT OT LUX 09/30 USD 2.04 22.6 –5.3 –18.2
Global Fd -D- OT OT LUX 09/30 USD 1.28 22.6 NS NS
Nordic Fd OT OT LUX 09/30 EUR 5.31 31.2 8.5 –14.6

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/30 USD 6.99 54.4 26.9 –13.4
Choice Asia ex. Japan -D- OT OT LUX 09/30 USD 1.23 54.4 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/30 EUR 10.44 –4.3 –3.0 0.1
Currency Alpha EUR -RC- OT OT LUX 09/30 EUR 10.35 –4.7 –3.4 –0.3

Currency Alpha SEK -ID- OT OT LUX 09/30 SEK 97.09 –8.1 –7.0 NS
Currency Alpha SEK -RC- OT OT LUX 09/30 SEK 105.71 –4.7 –3.4 –0.3
Generation Fd 80 OT OT LUX 09/30 SEK 7.47 17.0 –0.2 –13.7
Nordic Focus EUR NO EQ LUX 09/30 EUR 74.92 50.2 8.3 NS
Nordic Focus NOK NO EQ LUX 09/30 NOK 79.06 50.2 8.3 NS
Nordic Focus SEK NO EQ LUX 09/30 SEK 81.47 50.2 8.3 NS
Russia Fd OT OT LUX 09/30 EUR 7.91 136.9 18.7 –16.1

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/30 USD 1.72 23.7 –4.6 –16.5
Ethical Glbl Fd -C- OT OT LUX 09/30 USD 0.81 19.3 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/30 USD 0.78 30.8 0.2 –16.3
Ethical Sweden Fd NO EQ LUX 09/30 SEK 38.63 40.1 18.1 –9.2
Index Linked Bd Fd SEK OT BD LUX 09/30 SEK 13.11 2.9 4.9 5.1
Medical Fd OT EQ LUX 09/30 USD 3.06 6.6 –6.3 –10.2
Short Medium Bd Fd SEK NO MM LUX 09/30 SEK 8.80 1.1 2.2 2.5
Technology Fd -C- OT OT LUX 09/30 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 09/30 USD 2.31 48.3 14.9 –10.1
World Fd -C- OT OT LUX 09/30 USD 27.66 NS NS NS
World Fd -D- OT OT LUX 09/30 USD 2.10 30.9 5.6 –11.6

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/30 EUR 1.27 0.0 0.5 1.2
Short Bond Fd EUR -D- OT OT LUX 09/30 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/30 SEK 21.94 1.8 3.0 2.7
Short Bond Fd USD US MM LUX 09/30 USD 2.49 –0.2 0.4 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/30 SEK 10.31 2.4 2.8 0.9
Alpha Bond Fd SEK -B- NO BD LUX 09/30 SEK 8.92 2.4 2.8 0.9
Alpha Bond Fd SEK -C- NO BD LUX 09/30 SEK 25.80 2.3 2.7 0.7
Alpha Bond Fd SEK -D- NO BD LUX 09/30 SEK 8.03 2.3 2.7 0.7
Alpha Short Bd SEK -A- NO MM LUX 09/30 SEK 11.08 2.6 3.3 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/30 SEK 10.14 2.6 3.3 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/30 SEK 21.67 2.5 3.2 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/30 SEK 8.20 2.5 3.2 3.1
Bond Fd SEK -C- NO BD LUX 09/30 SEK 42.51 2.3 10.1 6.5
Bond Fd SEK -D- NO BD LUX 09/30 SEK 12.35 2.4 10.2 5.9
Corp. Bond Fd EUR -C- EU BD LUX 09/30 EUR 1.25 14.4 14.6 2.8
Corp. Bond Fd EUR -D- EU BD LUX 09/30 EUR 0.96 14.5 14.7 2.6
Corp. Bond Fd SEK -C- NO BD LUX 09/30 SEK 12.42 15.6 10.2 1.5
Corp. Bond Fd SEK -D- NO BD LUX 09/30 SEK 9.39 15.6 10.2 1.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/30 EUR 103.90 0.0 6.1 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/30 EUR 108.30 4.6 10.8 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 09/30 SEK 1105.83 4.6 10.8 NS
Flexible Bond Fd -C- NO BD LUX 09/30 SEK 21.34 2.3 5.8 4.4
Flexible Bond Fd -D- NO BD LUX 09/30 SEK 11.67 2.3 5.8 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/30 USD 2.50 62.5 21.4 –11.3
Eastern Europe Fd OT OT LUX 09/30 EUR 2.42 40.8 –7.1 –19.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/30 SEK 26.61 58.5 29.8 –15.0
Eastern Europe SmCap Fd OT OT LUX 09/30 EUR 2.43 85.1 5.4 –21.4
Europe Chance/Risk Fd EU EQ LUX 09/30 EUR 1003.55 31.6 –4.3 –24.4
Listed Private Equity -C- OT OT LUX 09/30 EUR 126.27 53.3 –33.5 NS
Listed Private Equity -IC- OT OT LUX 09/30 EUR 74.01 79.2 –22.1 NS
Listed Private Equity -ID- OT OT LUX 09/30 EUR 71.81 74.1 –24.4 NS
Nordic Small Cap -C- OT OT LUX 09/30 EUR 123.70 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/30 EUR 124.00 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/30 SEK 78.72 –1.7 –15.5 –14.3
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/30 EUR 100.58 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/30 SEK 100.56 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/30 USD 101.68 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/30 SEK 71.92 –1.7 –15.5 –15.6
Asset Sele Opp C H NOK OT OT LUX 09/30 NOK 104.53 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/30 SEK 103.52 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/30 EUR 104.37 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/30 GBP 104.57 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/30 SEK 104.31 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/30 EUR 102.87 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/30 GBP 103.24 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/30 GBP 103.00 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/24 USD 1076.20 14.5 NS NS
MENA Special Sits Fund OT OT BMU 08/31 USD 1085.58 11.8 NS NS
UAE Blue Chip Fund OT OT ARE 09/24 AED 6.64 44.8 –21.6 –11.6

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 09/29 EUR 29.14 2.8 –4.3 1.2
Bonds Eur Corp A OT OT LUX 09/28 EUR 22.90 10.5 11.9 2.0
Bonds Eur Hi Yld A OT OT LUX 09/28 EUR 20.02 50.6 11.2 –3.7
Bonds EURO A OT OT LUX 09/29 EUR 41.21 4.4 9.7 6.0
Bonds Europe A OT OT LUX 09/29 EUR 39.25 3.6 8.2 5.1
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 09/29 USD 36.44 15.6 14.7 9.0
Bonds World A OT OT LUX 09/28 USD 43.15 8.3 13.5 10.0
Eq. China A OT OT LUX 09/29 USD 21.58 44.4 31.3 –21.7
Eq. ConcentratedEuropeA OT OT LUX 09/29 EUR 26.09 26.7 –0.4 –20.6
Eq. Eastern Europe A OT OT LUX 09/29 EUR 20.86 57.9 –13.4 –29.5
Eq. Equities Global Energy OT OT LUX 09/29 USD 17.21 20.7 –8.9 –14.5
Eq. Euroland A OT OT LUX 09/29 EUR 10.43 13.8 –8.0 –23.4
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/29 EUR 17.15 24.8 –2.3 –18.1
Eq. EurolandFinancialA OT OT LUX 09/29 EUR 12.26 45.6 –1.5 –20.7
Eq. Glbl Emg Cty A OT OT LUX 09/29 USD 9.04 51.2 13.6 –17.0
Eq. Global A OT OT LUX 09/29 USD 26.74 27.1 2.8 –18.0
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/29 USD 28.28 35.2 29.8 –0.2
Eq. Japan Sm Cap A OT OT LUX 09/29 JPY 1127.62 24.5 5.8 –21.1
Eq. Japan Target A OT OT LUX 09/30 JPY 1791.87 14.5 3.6 –10.7
Eq. Pacific A OT OT LUX 09/29 USD 9.81 53.7 15.4 –15.6
Eq. US ConcenCore A OT OT LUX 09/29 USD 20.91 28.7 8.5 –12.2
Eq. US Lg Cap Gr A OT OT LUX 09/29 USD 14.39 33.5 1.4 –16.0
Eq. US Mid Cap A OT OT LUX 09/29 USD 28.20 40.7 7.7 –15.7
Eq. US Multi Strg A OT OT LUX 09/29 USD 20.47 28.1 –2.8 –17.4
Eq. US Rel Val A OT OT LUX 09/29 USD 20.05 29.1 –4.9 –19.4
Eq. US Sm Cap Val A OT OT LUX 09/29 USD 16.18 25.0 –18.4 –23.2
Eq. US Value Opp A OT OT LUX 09/28 USD 15.73 21.4 –22.2 –24.4
Money Market EURO A OT OT LUX 09/29 EUR 27.37 0.9 2.0 3.1
Money Market USD A OT OT LUX 09/29 USD 15.83 0.5 1.1 2.3

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 09/30 JPY 9032.00 5.0 –15.3 –31.9
YMR-N Small Cap Fund OT OT IRL 09/30 JPY 7300.00 13.7 –0.2 –29.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/30 JPY 6129.00 3.8 –19.9 –32.5
Yuki 77 Growth JP EQ IRL 09/30 JPY 5848.00 –1.1 –27.5 –36.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/30 JPY 6559.00 5.1 –18.2 –31.9
Yuki Chugoku JpnLowP JP EQ IRL 09/30 JPY 8074.00 –1.4 –15.3 –26.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/30 JPY 6620.00 –2.2 –24.0 –33.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/30 JPY 4485.00 –1.4 –24.0 –34.0
Yuki Hokuyo Jpn Inc JP EQ IRL 09/30 JPY 5181.00 –1.9 –22.7 –27.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/30 JPY 5345.00 13.6 –0.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/30 JPY 4305.00 1.3 –27.2 –36.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/30 JPY 4649.00 3.5 –26.2 –36.2
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/30 JPY 6606.00 8.3 –20.7 –32.1
Yuki Mizuho Jpn Gen OT OT IRL 09/30 JPY 8435.00 5.2 –17.8 –32.7
Yuki Mizuho Jpn Gro OT OT IRL 09/30 JPY 6324.00 1.2 –16.4 –33.6
Yuki Mizuho Jpn Inc OT OT IRL 09/30 JPY 7553.00 –5.0 –24.2 –30.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/30 JPY 5046.00 1.2 –21.3 –31.5
Yuki Mizuho Jpn LowP OT OT IRL 09/30 JPY 11914.00 5.1 –8.7 –22.6
Yuki Mizuho Jpn PGth OT OT IRL 09/30 JPY 7952.00 4.1 –20.6 –34.5
Yuki Mizuho Jpn SmCp OT OT IRL 09/30 JPY 7492.00 22.2 4.5 –28.5
Yuki Mizuho Jpn Val Sel OT OT IRL 09/30 JPY 5607.00 8.0 –14.2 –27.7
Yuki Mizuho Jpn YoungCo OT OT IRL 09/30 JPY 3092.00 29.5 –3.8 –30.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/30 JPY 5009.00 11.3 –20.7 –33.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/30 JPY 5316.00 4.3 –19.2 –34.3

Continued from previous page

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 08/31 USD 1355.45 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 07/31 USD 1711.00 –1.7 –9.0 –5.8
CMA MultHdge Balncd OT OT CYM 07/31 USD 1355.67 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 08/31 USD 1671.37 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 08/31 USD 942.93 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/31 EUR 99.61 1.2 –18.1 –10.4
D'Auriol Opp F3 EUR EU MM CYM 08/31 EUR 984.58 –1.2 –21.0 –13.6

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 08/28 EUR 174.99 –18.5 NS NS
Horseman EmMkt Opp USD GL EQ USA 08/31 USD 176.10 –19.8 –8.5 6.8
Horseman EurSelLtd EUR EU EQ GBR 08/28 EUR 184.13 –12.0 NS NS
Horseman EurSelLtd USD EU EQ GBR 08/28 USD 190.87 –12.2 NS NS
Horseman Glbl Ltd EUR GL EQ CYM 08/31 USD 390.00 –20.8 –4.7 7.5
Horseman Glbl Ltd USD GL EQ CYM 08/31 USD 390.00 –20.8 –4.7 7.5

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 08/31 EUR 192.86 NS NS NS
Integrated European Fd EUR OT OT CYM 07/31 EUR 150.94 1.3 –3.2 –0.9
Integrated Multi St N EUR OT OT VGB 06/30 EUR 100.26 NS NS NS
Integrated Multi St N GBP OT OT VGB 06/30 GBP 100.52 NS NS NS
Integrated Multi St N USD OT OT VGB 06/30 USD 99.97 NS NS NS
Integrated Strategic Fund-MS Z EUR OT OT VGB 06/30 EUR 100.24 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 08/31 USD 132.67 31.1 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/25 USD 348.93 81.6 –8.9 –34.1
Antanta MidCap Fund EE EQ AND 09/25 USD 638.37 120.3 –30.7 –36.2
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 06/30 USD 1278.00 NS –13.7 –5.5

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

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

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 08/31 EUR 100.36 10.7 2.2 NS
Key Hedge EUR-RC- OT OT LUX 08/31 EUR 99.69 10.3 1.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 08/31 EUR 94.41 11.4 –1.8 NS
Key Market Independent II SEK -I- OT OT LUX 08/31 SEK 91.67 11.6 –2.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 08/31 EUR 86.51 8.7 –10.6 NS
Key Recovery -RC- OT OT LUX 08/31 EUR 85.92 8.3 –11.1 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 09/22 USD 46.23 –44.5 –20.1 10.3
Superfund GCT USD* OT OT LUX 09/22 USD 2354.00 –35.5 –9.2 5.8
Superfund Green Gold A (SPC) OT OT CYM 09/22 USD 960.75 –17.4 12.0 19.2
Superfund Green Gold B (SPC) OT OT CYM 09/22 USD 964.71 –28.4 6.7 18.1
Superfund Q-AG* OT OT AUT 09/22 EUR 6733.00 –23.2 –7.8 7.1

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT VGB 08/31 EUR 919.06 –29.1 –29.7 –9.9
Winton Evolution GBP Cls G OT OT CYM 08/31 GBP 1176.95 –7.9 –8.0 3.5
Winton Evolution USD Cls F OT OT CYM 08/31 USD 1163.50 –8.2 –8.6 2.6
Winton Futures EUR Cls C OT OT VGB 08/31 EUR 190.12 –7.7 2.5 12.0
Winton Futures GBP Cls D OT OT VGB 08/31 GBP 205.01 –7.6 3.1 13.2
Winton Futures JPY Cls E OT OT VGB 08/31 JPY 13445.13 –8.9 –0.3 9.0
Winton Futures USD Cls B OT OT VGB 08/31 USD 673.80 –8.1 1.7 11.9

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 08/31 USD 1370.76 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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Marks & Spencer sales rise 2.7%
Online gains bolster
quarterly results,
but retailer is wary

Fiat’s chief
won’t renew
Magna deal

Note: Fiscal years end March 31
Source: the company

Stabilizing
Marks & Spencer's sales from 
U.K. stores open at least a year, 
change from a year earlier
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A shopper passes a Marks & Spencer store in central London.
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France plans cuts in car-buying incentives

Novartis multiple-sclerosis pill does well in study

CORPORATE NEWS

By David Pearson

PARIS—The French govern-
ment’s draft budget reduces sup-
ports for the automobile industry
that have underpinned car sales in
the past 21 months.

The government is trimming a
Œ1,000 ($1,460) car-scrapping incen-
tive that was introduced at the be-
ginning of this year to get old, fuel-
thirsty cars off the road, to cushion
the drop in demand for automobiles
because of the recession and to pre-
vent massive layoffs in the industry.

The incentive is paid when own-
ers of cars that are at least 10 years
old scrap their vehicles and buy new
ones emitting less than 160 grams of
carbon dioxide per kilometer. If law-

makers approve the draft budget,
the incentive will be reduced to
Œ700 on Jan. 1 and to Œ500 on July 1,
before being phased out altogether
at the end of next year.

The government has budgeted
Œ240 million to cover the cost of
these payments next year.

The initial budget for 2009 was
Œ220 million, but the plan has been
so successful that 380,000 car own-
ers have taken advantage of it so far,
resulting in a Œ380 million tab for
taxpayers.

In its draft budget for 2010, the
government said it plans to increase
overall spending to Œ388 billion
next year from Œ364.7 billion in
2009 in an effort to strengthen the
country’s incipient economic recov-

ery, though it said it still plans to
trim its budget deficit. The 2010 pro-
jected deficit amounts to 8.5% of
gross domestic product, slightly
broader than the 8.2% seen for 2009
and more than double the 3.4% defi-
cit recorded in 2008.

At the same time, the govern-
ment is toughening a system of bo-
nuses and penalties introduced at
the start of 2008 aimed at encourag-
ing new-car buyers to opt for less-
polluting vehicles. The plan in-
volves a sliding scale with gradually
increasing penalties—from Œ200 to
Œ2,600—for cars emitting more
than 160 grams of carbon dioxide
per kilometer.

The initial plan will reduce the
threshold by five grams of CO2 every

two years, so that the lower thresh-
old would come down to 155 grams
on Jan. 1. The government has de-
cided to bring forward the threshold
reduction for 2012 to Jan. 1, 2011.

Meanwhile, the Italian govern-
ment is ready to renew its car incen-
tive plan once it expires on Dec. 31,
Prime Minister Silvio Berlusconi
said Wednesday.

Over the first eight months of
this year, sales of new cars in France
rose 1.7% from a year earlier, ad-
justed for an equivalent number of
working days. In contrast, new-car
registrations in Europe fell 8% from
a year earlier.
 —A.H. Mooradian

and Jennifer Clark
contributed to this article.

By Lilly Vitorovich

LONDON—Marks & Spencer
Group PLC on Wednesday reported
better-than-expected fiscal-second-
quarter sales, driven by the introduc-
tion of less expensive food and re-
vamped clothing and housewares
ranges, but the U.K. retailer cau-
tioned that business will remain dif-
ficult well into next year because of
the economic downturn.

Marks & Spencer, the U.K.’s larg-
est clothing retailer and a bellwether
for the nation’s consumer senti-
ment, joins a growing list of retail-
ers, including John Lewis Partner-
ship PLC, Next PLC and Debenhams
PLC to warn of difficult conditions
ahead due to rising unemployment
and likely higher taxes in the U.K.

Second-quarter group sales rose
2.7%, largely thanks to a 9.6% rise in
international sales and a 30% jump in
online sales. The company also raised
its outlook on annual profit margin
thanks to better stock control, sourc-
ing and supply chain management.

“Whilst there is more visibility
in the marketplace and consumers
appear more confident, we continue
to be cautious about the outlook,”
Stuart Rose, executive chairman
and chief executive, said in a state-
ment. “We expect 2010 to be a tough
year and we will continue to run the
business accordingly.”

The U.K. retail market is “tough

and volatile,” Sir Stuart said. While
the market has “bottomed out,” ris-
ing unemployment and taxes are a
major concern, he told reporters in a
conference call.

Marks & Spencer has been hit hard
over the past 18 months by the eco-
nomic downturn as shoppers either
cut back spending on non-essential
items or sought less expensive food
and clothing elsewhere. As a result,
the company has revamped its food of-
fer and availability, and introduced a
budget range of grocery products. It
has also cut capital spending, laid off
1,230 staff and closed some stores.

As well as facing tough competi-
tion in its traditional stores, Marks &
Spencer is also facing strong competi-
tors on the internet. Online fashion re-
tailer Asos PLC Wednesday booked a
47% jump in sales for the six months
to Sept. 30 as shoppers snapped up
its range of clothing, shoes and bags.

Marks & Spencer said it expects
gross margin in fiscal 2010 to nar-
row by between 0.5 percentage
point and one percentage point com-
pared with a year earlier—although
that’s an improvement from its pre-
vious guidance for a fall of between
1.25 points and 1.75 points. The im-
proved outlook comes despite an ex-
pected increase of up to 1% in annual
operating costs due to higher logis-
tic, marketing and staffing costs.

The uncertain outlook hit Marks
& Spencer’s shares, and by midday
in London, the stock was down 1.8%.

In the U.K., sales from stores open
at a least a year were down 0.5% in
the 13 weeks ended Sept. 26 from a
year earlier, better than analysts’ ex-
pectations for a 1.4% fall. That com-
pares with a 1.4% fall in the first quar-
ter of fiscal 2010. Marks & Spencer’s
high-end-food business reported
flat same-store sales, slightly better

than the 0.5% fall in the first quarter.
Analysts had expected a 0.3% fall.

Within the company’s U.K. gen-
eral-merchandise unit, same-store
sales fell 0.8%, much better than the
2.4% fall in the previous quarter. An-
alysts had expected a 2.7% drop.

Clothing sales rose 2.7% in the
second quarter following the launch
of its new womenswear casual
range “Indigo” as well as a new de-
signer collaboration with Jsen Win-
tle in “Autograph” for men. Its cloth-
ing market share was broadly flat.

Marks & Spencer said it will hire
approximately 20,000 temporary
staff to work in its 600 stores in the
U.K. and Ireland at Christmas. Other
retailers, including J Sainsbury
PLC, have also announced recruit-
ment drives for the holiday period.

Marks & Spencer will report re-
sults for the six months ended Sept.
26 on Nov. 4.

By Gilles Castonguay

LA SPEZIA, Italy—Fiat SpA’s
chief executive said he won’t renew
a Magna International Inc. contract
to build Chrysler Group LLC vehi-
cles in Europe, and will move their
production to a site in Italy that Fiat
bought at auction in August.

Fiat CEO Sergio Marchionne said
Chrysler vehicles will be assembled
at a former Carrozzeria Bertone
plant in which Fiat plans to invest
Œ150 million ($218.3 million) during
the next three years to convert for
Chrysler assembly. The plant has a
production capacity of 70,000 cars a
year.

Magna assembles the Chrysler
300C sedan and Jeep Grand Cherokee
for European markets. Magna de-
clined to comment on the decision
and when its existing contract with
Chrysler expires.

The move would be a continua-
tion of Fiat’s strategy to take control
of Chrysler’s manufacturing. Fiat
has pulled Chrysler out of a number
of partnerships, including with Nis-
san Motor Co. and Mitsubishi Mo-
tors Corp., as it sets about restruc-
turing the third-biggest U.S. car
maker, in which it owns a 20% stake.

It is unclear whether Fiat’s deci-
sion was influenced by Magna’s
agreement earlier this month to ac-
quire a majority stake in General Mo-
tors Co.’s European operations,
which produce the Opel and Vaux-
hall brands. The deal has raised
fears among customers of the Cana-
dian auto-parts maker. Germany
auto makers Volkswagen AG and
BMW AG have expressed concern
about sharing technical secrets with
a supplier that now stands to be-
come a direct competitor in making
cars.

Chrysler’s total sales in 2008
were 2.01 million units. In Europe,
its biggest market outside North
America, Chrysler sold just 37,295
vehicles in the first eight months of
the year, industry figures show.
That is down 46.9% from a year ear-
lier, the worst drop for any maker.

A decision to allow Chrysler’s
production agreement with Magna
to lapse will be one of the biggest
steps taken so far by Fiat Chief Exec-
utive Sergio Marchionne to take con-
trol of Chrysler’s product develop-
ment. Mr. Marchionne took control
of Chrysler’s assets in June as part
of the auto maker’s bankruptcy pro-
cess. In exchange for the assets, he
promised to share Fiat’s small-car
technology and expand Chrysler’s in-
ternational presence.

Last Friday, Mr. Marchionne pre-
sented his strategy for Chrysler to
its board of directors.

Mr. Marchionne first told report-
ers of his plans for the former Ber-
tone plant at the Frankfurt motor
show earlier this month, saying it
would play a role in Chrysler’s fu-
ture. “There will be some Chrysler
cars (manufactured there),” he said.

Bertone made its name in the
1960s working on cars like the Alfa
Romeo Giulietta. Although its manu-
facturing arm went into special ad-
ministration in April, 2008, its de-
sign facilities are still in business.
The last model to roll out of its facili-
ties, in September 2006, was BMW’s
Mini Cooper, for which it did the
paintwork.

—Milena Vercellino
and Jeff Bennett

contributed to this article.

By Jeanne Whalen

And Anita Greil

Novartis AG said its experimen-
tal pill for multiple sclerosis per-
formed well in a large clinical trial,
marking a possible advance in the
push to develop oral drugs for MS.

Analysts said the results look
promising, but can’t be thoroughly
reviewed until Novartis publishes
the full set of data next year.

Current drugs for MS—in which
the immune system attacks nerve
cells in the brain, leading to tingling,
numbness and eventual paralysis—
are injections or infusions. But sev-
eral companies—including Biogen
Idec Inc. and Germany’s Merck

KGaA—are competing to develop
pills that could be taken orally. Such
drugs would be easier for patients
to use and could take sales from in-
jectables sold by Biogen, Pfizer Inc.
and Teva Pharmaceuticals Inc.

The Novartis-funded, two-year
study tested the company’s drug,
FTY720, against a placebo pill in
1,300 patients with the relapsing-re-
mitting form of multiple sclerosis.
In patients taking a high dose of
FTY720, the rate of suffering a re-
lapse was 60% lower than in the pla-
cebo group, Novartis said. In pa-
tients taking a lower dose of the
drug, the relapse rate was 54%
lower than in the placebo group.

Patients taking Novartis’s drug

also experienced a slower progres-
sion in their level of physical disabil-
ity, Novartis said.

Previous studies of FTY720
raised concerns that the drug could
be linked to side effects including
melanoma, a form of skin cancer;
macular edema, which can lead to
blindness; increased blood pres-
sure; and liver trouble.

In this study, rates of malignant
melanoma were no higher on
FTY720 than in the placebo group,
Novartis said. There were three
cases of macular edema at the high
dose compared with none at the low
dose or in the placebo group. Raised
liver enzymes and lung infections
were found more often in patients

taking FTY720 than in the placebo
group, Novartis said.

Because the drug showed similar
efficacy but fewer side effects at the
lower dose, Novartis plans to file
the lower dose for regulatory ap-
proval. Novartis said it will file for
U.S. and European regulatory ap-
proval by the end of the year.

Novartis, based in Basel, Switzer-
land, says the drug has the potential
to generate at least $1 billion in an-
nual revenue.

Merck KGaA is ahead in the race to
market. Merck filed its oral MS drug,
cladribine, for European regulatory
approval in July, and said Wednesday
it also has filed it with the U.S. Food
and Drug Administration.
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CIT sets plan to hand
control to bondholders

Bank-bailout fund in red
Deficit will remain
into 2012; deposits
will still be protected

Telenor’s Russia suit delayed again
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Tapped out
The FDIC’s deposit-insurance fund faces its first negative balance since 
the savings-and-loan crisis. Fund balance:
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By Mike Spector

And Jeffrey McCracken

CIT Group Inc.’s shares dropped
Wednesday as the large commercial
lender readied a plan that would
likely hand control of the company
to its bondholders.

The shares were down 41% at
$1.31 in late afternoon trade on the
New York Stock Exchange, after slip-
ping as low as $1.18 earlier in the day.

CIT is preparing a sweeping ex-
change offer that would eliminate
30% to 40% of its more than $30 bil-
lion in debt outstanding, people fa-
miliar with the matter said Tuesday.
The plan would offer bondholders
new debt secured by CIT assets, as
well as nearly all of the equity in a re-
structured firm. The new debt
would mature later than current
debt, the impending maturity of
which has posed a problem for CIT.

The plan sets up a potential show-
down between bondholders with
debt coming due soon and those
whose debt doesn’t come due for
years. If the company doesn’t re-
ceive enough bondholder support, it
plans to execute the restructuring in
bankruptcy court, the people famil-
iar with the situation said.

While the plan is being devel-
oped by a steering committee of
bondholders in consultation with
CIT management, many of those in-
volved said they didn’t expect the
company could avoid seeking Chap-
ter 11 bankruptcy protection, given
competing bondholder interests.

If CIT does file, it would be the
fifth-largest bankruptcy filing by as-
sets in U.S. history, trailing only Leh-
man Brothers Holdings Inc., Wash-
ington Mutual Inc., WorldCom Inc.
and General Motors Corp. CIT would
continue operating under creditor
protection, although other financial
businesses have struggled to re-
main viable in bankruptcy.

Any bankruptcy filing would be
at the holding-company level with
the goal of getting in and out of bank-
ruptcy proceedings in 45 days.

CIT shares have swung wildly in
recent days as an Oct. 1 restructur-
ing deadline neared. Tuesday, the
stock rose 32% and 360 million
shares changed hands after news re-
ports of possible bond sales and
merger deals.

Under either a bond exchange or
a bankruptcy filing, the shares
would lose all or most of their value.

CIT declined to comment. The
people familiar with the matter cau-
tioned that talks remained fluid and
many details remained to be deter-
mined, including the amount of debt
CIT needed to extinguish to avoid a
bankruptcy filing. CIT’s board has

yet to approve any course of action,
these people said.

Yet the plan could end what has
been a months-long drama over CIT,
a century-old company that is one of
the largest lenders to thousands of
small and medium-size businesses,
such as Dunkin Donuts franchises.

CIT got into trouble by plunging,
a few years ago, into student lend-
ing and subprime mortgage loans.

Although CIT owns a Utah bank,
it has relied for much of its funding
on bonds and short-term debt called
commercial paper.

Having run out of funding op-
tions this summer, given its “junk”
credit rating, CIT faced the looming
need to roll over debt that was ma-
turing. The firm teetered on the
verge of a bankruptcy filing before it
got a rescue package in late July.

CIT had sought relief from U.S.
regulators. Last December it re-
ceived $2.3 billion under the Trea-
sury’s Troubled Asset Relief Pro-
gram. In 2009, however, regulators
declined further aid, having deter-
mined that a failure by CIT wouldn’t
severely harm the economy. That
left the lender scrambling to right a
balance sheet burdened by bad real-
estate and commercial loans.

CIT avoided a bankruptcy filing
in late July when a group of large
bondholders infused $3 billion in
last-minute financing. The money
acted like a “bridge” for CIT to pre-
pare a debt-exchange offer.

Troubled companies often float
the idea of bond-exchange offers in
an effort to avoid a bankruptcy-
court filing, hoping to push debt-
holders to make certain conces-
sions. GM this spring offered bond-
holders a 10% equity stake in ex-
change for all but $3 billion of $27
billion in unsecured debt. GM failed
to get enough takers and in June
filed for bankruptcy protection,
from which it has since exited.
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By Damian Paletta

And Michael R. Crittenden

WASHINGTON—The govern-
ment said the fund that protects con-
sumer bank deposits has fallen into
the red and will remain there into
2012, a pointed symbol of how the af-
tershocks of the financial crisis will
reverberate for years as banks con-
tinue to fail at a high rate.

The negative balance is a head-
ache for the Federal Deposit Insur-
ance Corp., which runs the fund. On
Tuesday, it proposed the unprece-
dented step of having the banking in-
dustry prepay $45 billion in fees by
the end of the year to give the gov-
ernment more breathing room to
handle future failures.

The only other time the fund fell
into the red was in 1991, during the
savings-and-loan crisis, and it
shows how U.S. officials underesti-
mated the impact of this crisis on
the government’s cash needs.

“Though some of our largest bank
failures have already taken place,
there are still hundreds and hun-
dreds of banks that are going to fail
in this cycle,” said Gerard Cassidy, a
bank analyst at RBC Capital Markets.

FDIC officials stressed that the
fund’s depleted state wouldn’t affect
depositors because federally insured
deposits are backed by the full faith
and credit of the U.S. government.

The prepayment proposal was
met with unexpected support from
banks. Some saw it as preferable to
another option the FDIC seriously
considered—an emergency charge

of $5.6 billion on top of the regular
fees. This would have likely come di-
rectly out of the capital reserves at
thousands of banks.

FDIC officials said banks would
be able to spread the impact of the
fee prepayment over several years
by the way they account for it on
their balance sheet.

J.P. Morgan Chase & Co. Chief Ex-
ecutive James Dimon, in an inter-
view, praised the FDIC’s plan as “an
elegant way for them to do it.”

In essence, the FDIC is proposing
that most banks hand over by the
end of the year their deposit-insur-
ance fees—the fund’s standard
source of income—for the end of
2009 and all of 2010, 2011 and 2012.

The FDIC said banks could ask
for an exemption if they didn’t have
the cash on hand to prepay the fees.

The FDIC said that without the

new policy, its cash on hand would
be outpaced by its cash needs some-
time early next year. Bank failures
are expected to hit their peak either
this year or in 2010.

The FDIC continues to have cash
even though its deposit insurance
fund has fallen into the red. It has al-
ready taken more than $30 billion
out of the fund to cover bank failures
over the next year. This is the money
that is expected to run dry early next
year without the prepayment assess-
ments. FDIC officials estimated the
deposit insurance fund wouldn’t be
back to comfortable levels until 2017.

Government officials on Tuesday
estimated that bank failures from
2009 through 2013 will cost the FDIC
$100 billion, up from a projection sev-
eral months ago of $70 billion.

—David Enrich
contributed to this article.

By Will Bland

And Alexander Kolyandr

MOSCOW—A closely watched
Russian lawsuit against Telenor
ASA was adjourned again Thursday,
prolonging a year-long legal battle
and weakening the Norwegian com-
pany’s position in negotiations with
co-investor Alfa Group.

Two lower courts have already
ruled against Telenor, ordering it to
pay $1.7 billion in damages, but the
company is hoping a higher court
will dismiss the claim.

The claim relates to the expan-
sion of Moscow-based telecoms op-
erator OAO Vimpel Communica-
tions, in which Telenor holds a

29.9% stake. It was filed by Farimex
Products Inc., a tiny investment com-
pany, which Telenor says is acting as
a proxy for Alfa Group, which owns
44% of VimpelCom. Alfa denies any
involvement in the claim.

The West Siberian Arbitration
Court, where the appeal resumed
Wednesday, has adjourned the hear-
ing twice, and said it won’t now re-
sume until March 2010.

Bailiffs in March seized most of
Telenor’s VimpelCom shares as col-
lateral against the damages claim,
and Telenor has said it fears that
these shares could be sold before
the appeal process is complete.

Telenor has been in legal disputes
with co-investor Alfa for several

years. Their disagreements centered
on their strategy in Ukraine, where
VimpelCom competes with Telenor-
controlled Kyivstar. Alfa owns 43% of
that operator, the Ukraine’s largest
by subscribers, and the two compa-
nies have discussed merging their
stakes in VimpelCom and Kyivstar.

Telenor’s Chief Executive Jan
Fredrik Baksaas said he met regu-
larly with Alfa, but declined to say
Wednesday whether either side has
made an offer. The company has
said no deal will be reached while it
is contesting the $1.7 billion dam-
ages claim.

A person close to Alfa said the
group is still negotiating and hope-
ful that a deal can be reached.
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Unemployment
edges down
in Germany

By Charles Levinson

JERUSALEM—Israel said Wednes-
day it will free 20 female Palestinian
prisoners in exchange for a proof-of-
life videotape of captured Israeli sol-
dier Cpl. Gilad Shalit, the most prom-
ising sign of progress in negotiations
for his release since Palestinian mili-
tants nabbed him more than three
years ago.

The breakthrough comes as rival
Palestinian factions Hamas and Fa-
tah appear to be narrowing differ-
ences over an Egyptian-brokered rec-
onciliation agreement that would re-
unite the Fatah-controlled West
Bank with Hamas-controlled Gaza.

Hamas leader Khaled Meshaal
said on Monday in Cairo that Hamas
had agreed “in principle” to the
Egyptian proposal to reunite the ri-
val factions and end a two-year split
in Palestinian politics. Hamas offi-
cials said Wednesday that they
would return to Cairo at the end of
October for a signing ceremony. Se-
nior Fatah officials, however, said
significant differences still need to
be worked out.

The accord would call for Palestin-
ian elections in mid-2010 and restruc-
turing of the security services to meld

the Hamas-controlled forces in Gaza
with the Fatah-controlled units in the
West Bank, according to Ahmed Yus-
suf, a senior Hamas official in Gaza.

Cpl. Shalit’s continuing captivity
and the Fatah-Hamas gulf are criti-

cal obstacles to U.S. peace efforts.
As long as the Palestinian govern-
ment remains divided between a Ha-
mas-ruled enclave in the Gaza Strip
and the Fatah-controlled West
Bank, any Israeli-Palestinian agree-

ment will lack popular legitimacy in
the eyes of many Palestinians.

But Israel is unlikely to relax its
siege on Gaza or slacken its condi-
tions for dealing with a Palestinian
government that includes Hamas, as
long as Cpl. Shalit remains captive.

Palestinian militant groups includ-
ing Hamas captured the corporal, now
23 years old, from a guard post just
outside Gaza in 2006. Hamas released
an audiotape of him in 2007 and later
delivered two letters in the soldier’s
handwriting to the Shalit family.

In Israeli society, where army ser-
vice is mandatory, political and mili-
tary leaders face massive public pres-
sure to bring home captured soldiers
and even the missing corpses of dead
soldiers. But talks to bring home Cpl.
Shalit have repeatedly stalled, dash-
ing past hopes for a deal. Israel has re-
fused Hamas demands that it release
1,000 or more prisoners, including
some responsible for killing Israelis.

The release of the 20 prisoners is
part of a “confidence-building mea-
sure in the framework of the indi-
rect negotiations,” Israeli Prime Min-
ister Benjamin Netanyahu’s office
said. All have less than two years left
to serve, according to a list pub-
lished by Israeli prison officials.

Israel, Palestinians reach deal on prisoners

Relatives of Fatima Al Zaq, who is on a list of prisoners scheduled to be released
by Israel, celebrate outside the family home in Gaza City on Wednesday.
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PARIS—Former French Prime
Minister Dominique de Villepin de-
nied orchestrating a plot to dis-
credit President Nicolas Sarkozy, in
much-awaited testimony Wednes-
day that is central to a slander trial
pitting the two political rivals
against each other.

Mr. Villepin, known for a 2003
speech at the United Nations argu-
ing against the U.S.-led invasion of
Iraq—calmly and alertly laid out his
defense in what the French have
dubbed the Clearstream trial.

It was Mr. Villepin’s big day in
the monthlong trial, his first and
main chance to try to fend off
charges of complicity in slander and
forgery that could jeopardize his po-
litical career.

The trial centers on mysterious
lists circulating in 2004 that
claimed to show clients with secret
accounts at the Luxembourg clear-
ing house Clearstream, including
Mr. Sarkozy and other leading politi-
cal and business figures. The ac-
counts purportedly had been cre-
ated to store kickbacks from the sale
of warships to Taiwan, among other
shady income.

The lists were leaked to the me-
dia before investigators determined
they had been faked.

Mr. Sarkozy says it was all a
smear campaign to thwart his bid to
be elected president in 2007—and
filed suit saying he believed Mr.
Villepin was “the primary instiga-
tor” behind it. At the time, both men
were leading conservative contend-
ers to succeed then-President
Jacques Chirac.

A key question in the trial is
what Mr. Villepin knew about the
lists and when. The presiding judge
asked him on Wednesday if he was
aware that someone had sent the
lists to judges to investigate them
in April 2004.

“No,” replied Mr. Villepin.

He has said he never saw the lists
himself, and said Wednesday he
didn’t know where they came from.

Mr. Villepin said he wasn’t be-
hind any plot targeting Mr. Sarkozy.
Mr. Villepin says he first heard Mr.
Sarkozy’s name was on the lists
from a July 2004 magazine report.

Mr. Villepin’s detached poise
cracked briefly when he was ques-
tioned by Mr. Sarkozy’s lawyer. Mr.
Villepin accused Mr. Sarkozy of in-
tervening with the Justice Ministry
during the investigation and
quipped that the whole case had
been built up to feed Mr. Sarkozy’s
“determination to destroy a politi-
cal adversary.”

Mr. Sarkozy hasn’t hid his feel-
ings about the trial. Last week, he re-
ferred on national television to the
five defendants as “guilty”—
prompting Mr. Villepin’s lawyers to
take legal action against the presi-
dent for allegedly violating the pre-
sumption of innocence.

In Wednesday’s testimony, Mr.
Villepin denied suggestions that
his mentor and ally Mr. Chirac was
involved in the Clearstream affair,
testifying that he “never had any
presidential instructions from
Jacques Chirac in this case.” Mr.
Chirac has denied wrongdoing and
refused to testify.

Two leading defendants have al-

ready testified. Jean-Louis Ger-
gorin, a former vice president at Air-
bus parent company European Aero-
nautic Defence & Space Co., has
said he sent the lists to the investi-
gating judge. Mr. Gergorin told the
court he was unaware the lists were
bogus at the time, and that he was
duped by a well-connected com-
puter expert alleged to be the one
who falsified the lists.

Mr. Gergorin told the court he re-
mains “convinced of the total good
faith of Mr. de Villepin.”

About 20 witnesses are testifying
in the trial, which began Sept. 21 and
is scheduled to run through Oct. 23.

Villepin testifies in slander case
Former French prime minister denies orchestrating plot to discredit President Sarkozy

By Geoffrey T. Smith

And Ilona Billington

German unemployment dropped
for a third consecutive month in Sep-
tember, helped by a seasonal decline
usually seen at the end of the sum-
mer holidays, but the country’s Fed-
eral Labor Office warned that the la-
bor market remained under pres-
sure.

Other European economic fig-
ures released Wednesday showed
consumer prices across the 16 coun-
tries that use the euro fell more
steeply than predicted in August.
Data from France and Italy showed
producer prices in the euro zone’s
second- and third-biggest econo-
mies after Germany rose more than
expected in August, but were signifi-
cantly lower on an annual basis.

Germany’s Federal Labor Office
said that, after seasonal adjust-
ments, the number of jobless people
fell by 12,000 in September, result-
ing in an unemployment rate of 8.2%.
Economists polled by Dow Jones
Newswires had predicted a rise of
25,000 and a jobless rate of 8.3%.

“However, this is not a change in
the trend,” Labor Office Chairman
Frank-Jürgen Weise said. “Overall,
the effects of the economic crisis on
the labor market remain palpable.”

Without the support of the reclas-
sification of people enrolled with in-
dependent job agencies and other
government measures, the number
of unemployed people would have
risen by 10,000 in September and
13,000 in August, he said.

Economists are concerned about
what will happen when government-
subsidized short-term work initia-
tives end.

A preliminary reading from Euro-
stat, the European Union’s statistics
agency, showed euro-zone con-
sumer prices fell 0.3% from last Sep-
tember. “Data details are not avail-
able yet, but we suspect that the in-
flation rate dipped further into nega-
tive territory mostly due to develop-
ments in energy and food prices,”
said Marco Valli, an economist at
UniCredit Research.

Figures from France showed pro-
ducer prices there rose 0.5% in Au-
gust from July, but were 7.5%
weaker than in August last year.

In Italy, factory-gate prices rose
0.6% on a monthly basis in August,
but were 6.7% lower on the year—
above expectations of a 0.5%
monthly gain and 7.3% annual drop.

Inthe U.K.,official data showed the
decline in output in the services sector
slowed further in the three months to
July, a fresh signal that the worst of
the recession has passed.

Former French Prime Minister Dominique de Villepin arrives at a courthouse in Paris on Wednesday. In long-awaited court
testimony, Mr. de Villepin denied orchestrating a plot to discredit President Nicolas Sarkozy.
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Deflation deepens
Change from a year earlier in the 
euro zone’s consumer price index
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Shanghai snaps losing run;
Sensex at 16-month high
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Police raid Ernst & Young offices

U.K. recruiters are fined
Six firms are charged
with price-fixing;
$57.2 million penalty
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By V. Phani Kumar

And Colin Ng

Shanghai’s stock market snapped
a three-session losing streak as it
headed into a long holiday break but
nonetheless recorded its worst quar-
terly showing this year.

India’s Sensex index ended the
third quarter at its highest close in

more than 16
months, boosted
Wednesday by
hopes that banks
and tech stocks

would post strong quarterly results.
Trading volumes were weak in

most markets, with activity in
Shanghai and Hong Kong particu-
larly slow before Thursday’s Na-
tional Day holiday. Mainland mar-
kets will reopen on Oct. 9.

“There is a lack of distinct trad-
ing patterns today and investors are
still cautious, which is not surpris-
ing given the long duration of the up-
coming holiday,” said Capital Securi-
ties strategist Amy Lin.

China’s Shanghai Composite
ended 0.9% higher at 2779.43, cap-
ping a 4.2% rise this month and its
eighth gain in nine months. Even so,
it lost 6.1% for the quarter. The day’s
gains came amid hopes that Chinese
banks issued more new yuan loans

in September than in August.
Poly Real Estate Group rose 3.3%

and SAIC Motor gained 3.2%, while
Industrial & Commercial Bank of
China rose 0.6%.

Hong Kong’s Hang Seng Index
slipped 0.3% to 20955.25 in a quarter
that saw it climb 14%. Chinese lend-
ers and insurers fell amid concerns
over valuations, and in spite of the ad-
vance in Shanghai, with Bank of Com-
munications and Ping An Insurance
(Group) Co. of China both down 1.4%.

In Tokyo, Japan’s Nikkei Stock Av-
erage of 225 companies edged up
0.3% to 10133.23, led by bargain buy-
ing in large banks. Mizuho Finan-
cial Group gained 1.1% and Sumit-
omo Mitsui Financial Group rose
2.6% after financial-services minis-
ter Shizuka Kamei said banks
shouldn’t be worried about his pro-
posal for a moratorium on loan re-
payments for small firms, as the gov-
ernment had yet to decide on de-
tails, according to a Kyodo report
published by the Nikkei.

In Mumbai, the Sensex rose 1.6%
to 17126.84. Bharti Airtel edged
0.1% lower, ahead of a deadline for
exclusive talks for a tie-up with
South Africa’s MTN Group. After the
market closed, the two companies
announced they had called off their
talks for a second time.

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

HONG KONG—Police raided the
Hong Kong offices of Ernst & Young
LLP as part of an investigation into
suspected forgery linked to bank-
rupt electronics maker Akai Hold-
ings Ltd.

Ernst & Young, which last week
settled a negligence lawsuit by Akai’s
liquidator over its auditing of Akai’s
books in the late 1990s, said Tuesday
it lent police officers “every assis-
tance” when they visited the firm.

“It is our intention to engage with
and support further investigations
into the Akai matter,” Ernst & Young,
one of the so-called Big Four account-
ing firms, said in a statement.

The Hong Kong police confirmed
Wednesday that they are conduct-
ing an investigation into a case of
suspected forgery involving an au-
diting firm in Hong Kong, but didn’t
name the firm.

The police said they searched the

offices of the unnamed auditing
firm on Tuesday and seized a num-
ber of documents. The police said
they also arrested a 41-year-old
man, whom they identified only by
his surname Dang, in connection
with the case.

According to the police, the man
has since been released on bail pend-
ing further investigation, and hasn’t
been charged.

Ernst & Young last week sus-
pended one of its Hong Kong-based
partners after an internal investiga-
tion over the firm’s role in Akai,
which collapsed in 2000 under more
than US$1 billion of debt.

A person familiar with the situa-
tion on Wednesday identified the
suspended partner as Edmund
Dang. Mr. Dang couldn’t be reached
for comment.

Both the police and audit firm de-
clined to confirm the identity of the
arrested man.

In its internal investigation,

Ernst & Young said certain docu-
ments produced for the audits of
Akai in 1998 and 1999 “could no
longer be relied on” because of ac-
tion taken by the partner, who at the
time was an audit manager.

The company said a former em-
ployee also may have been involved,
and added that it had reported the
case to relevant regulatory agencies.

Ernst & Young made its investiga-
tion after allegations of document al-
terations were raised by the lawyers
of Akai liquidator Borrelli Walsh,
which was suing the accounting
firm for negligence when conduct-
ing audits of Akai’s financial state-
ments. The liquidator alleged that
Ernst & Young’s negligence resulted
in substantial losses to Akai.

Ernst & Young settled the claim
last week for a “substantial sum of
money,” according to a statement
from Borrelli Walsh dated Sept. 23. It
said Ernst & Young made no admis-
sion of liability in the settlement deal.

By Steve McGrath

LONDON—The U.K. competition
watchdog on Wednesday fined six re-
cruitment agencies a total of £39.27
million ($57.2 million) for price-fix-
ing and the collective boycott of an-
other company in supplying job can-
didates to the construction industry.

Hays Specialist Recruitment, a
unit of Hays PLC, took the bulk of the
fine and has to pay £30.4 million.
However, the parent company said it
is considering an appeal, calling the
sum “wholly disproportionate with
the activities to which it relates.”

The decision comes just a week af-
ter the Office of Fair Trading fined
103 construction companies a total
of £129.5 million for colluding with ri-
vals on building contracts. That was
one of the largest price-fixing probes
ever undertaken by the regulator.

The OFT said it found A Warwick
Associates, Beresford Blake Thomas,
CDI AndersElite, Eden Brown, Fu-
sion People, Hays Specialist Recruit-
ment, Henry Recruitment and Hill
McGlynn & Associates had all broken
competition rules when supplying
candidates to the construction indus-
try. CDI AndersElite is a unit of
U.S.-based CDI Corp.

Beresford Blake Thomas and Hill
McGlynn & Associates, both units of

Randstad Holding NV, were granted
immunity from fines because they
first provided the OFT with evi-
dence of the cartel activity, the
watchdog said.

The company boycotted was
Parc U.K., which entered the mar-
ket in 2003 with a new business
model to act as an intermediary be-
tween construction companies
and the recruiters. That put pres-
sure on the recruitment compa-
nies’ margins, the OFT said, and
prompted them to set up a forum
that boycotted Parc and cooper-
ated to fix the fees they would
charge intermediaries and certain
construction firms. The OFT said
the so-called Construction Recruit-
ment Forum met five times be-
tween 2004 and 2006.

Netherlands-based Randstad
said its companies had been involved
when they were still part of Vedior,
which Randstad acquired in 2008.

Hays, meanwhile, said it thought
the £30.4 million fine levied its unit
was too much, considering the com-
pany’s involvement in the activities
it is being fined for, and the way the
OFT had dealt with other cases in
the past.

Hays Chief Executive Alistair
Cox said the matter related to a sin-
gle employee who was no longer
with the company and affected only
a small part of its construction and
property business.

All the companies applied for,
and were granted, leniency, apart
from A Warwick Associates, which
is in liquidation. The leniency meant

that the total fine was reduced from
£173 million.

Separately, the European Com-
mission fined eight Italian compa-
nies producing steel bars used in
construction Œ83 million ($120.9
million) for price-fixing.

It was the second time the Euro-
pean Union’s executive branch
found the companies guilty of partic-
ipating in a cartel, after the Euro-
pean Court of First Instance over-
turned the initial fines because of
procedural mistakes.

With Œ26.9 million, Riva Fire SpA
has to pay the largest fine, while
Alfa Acciai SpA, Ferriere Nord SpA,
Feralpi Holding SpA, Industrie Ri-
unite Odolesi SpA, Leali, Lucchini
SpA, and Valsabbia have to pay pen-
alties between Œ3.57 million and
Œ14.35 million.

The companies fixed various ele-
ments of the price of steel bars used
for strengthening columns and
other concrete structures in build-
ings and limited or controlled the
output and sales, the commission
said. With the exception of Ferriere
Nord, whose fine was cut by
Œ890,000 to Œ3.57 million, the fines
announced Wednesday were the
same as those in the original deci-
sion, the commission said.

“With today’s decision, the com-
mission has sent a clear message
that cartel participants cannot es-
cape fines for procedural reasons,”
said Competition Commissioner
Neelie Kroes.
 —Peppi Kiviniemi in Brussels

contributed to this article.
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T
he story of the past few
years in a few sentences:

U.S. financial firms, other busi-
nesses and families went on a
borrowing binge. It was fun.
Lenders and investors lent too
freely and didn’t charge enough
to cover risks they were taking.
When borrowers couldn’t pay
the loans and the collateral they
pledged wasn’t sufficient to
cover the loans, a lot of lenders
lost money. That wasn’t fun.

Now, it’s harder to get a loan.
And many Americans, most
banks and some other businesses
are reluctant to borrow. They are
trying to lighten their debt loads,
to “deleverage.”

This prudent reaction to a bor-
rowing binge that proved unwise
hurts the economy. Financial in-
stitutions, which basically bor-
row from some to lend to others,
are borrowing less and, thus,
lending less. Consumers are
skimping to pay down debt, and,
thus, spending less. The result is
an economy growing too slug-
gishly to reduce unemployment.
The U.S. government can’t stop
this deleveraging, but it’s trying
to ease the pain by borrowing
more while everyone else tries to
borrow less.

Deleveraging is in its early
stages. Big finance has done a
lot. Especially after the Lehman
Brothers calamity a year ago,
highly leveraged firms pulled
back. Many had no choice. The
latest Federal Reserve data show
the domestic financial sector re-
duced borrowing at a 12.2% an-
nual rate in the second quarter
after cutting it at a 10.4% pace in
the first quarter.

But banks remain skittish.
“Even though bank earnings are
recovering,” the International
Monetary Fund said this week,
“they are not expected to be big
enough to offset fully the antici-
pated write downs over the next
18 months.”

The combination of “insuffi-
cient earnings” and “continuing
deleveraging pressure” means
“banks are not yet in a strong po-
sition to lend support to the eco-
nomic recovery,” the IMF said.

A
merican families, who ac-
count for about 40% of all

borrowing in the U.S., aren’t
nearly as far along the deleverag-
ing road as big finance. Either be-
cause they want to or because
they can’t get credit, households
began reducing debt a year ago,
the Fed says. In the second quar-
ter, which ended in June, house-
hold debt shrank at a 1.7% annual
rate—a far cry from 10%-plus
pace of increase in the
mid-2000s.

There is more to come.
“Deleveraging in the household
sector has barely begun because
it’s hard for households to lower
debt burdens, other than declar-
ing bankruptcy,” says Martin
Barnes, who has been monitoring
the credit cycle for years for the
Bank Credit Analyst, a forecast-
ing journal.

He notes that government is
giving consumers a mixed mes-
sage: preaching the virtues of
saving more and borrowing less
while dangling “cash for clunk-
ers” and urging consumers to
take a loan to buy a car.

Household debt now amounts
to about 125% of after-tax in-

come, down slightly from the
peak but well above the 80% lev-
els of the mid-1990s. A lot turns
on whether Americans will keep
saving at current rates as the
economy perks up, or will they
save more or less.

The thriftier they are, the less
they’ll spend at stores, car deal-
ers, airlines and restaurants.
“What is the level of debt that
household want to hold?” asks
Rebecca Wilder, a financial ana-
lyst who writes for the Angry
Bear blog. “Nobody can tell you—
just something less than 125%.”

T
he U.S. government is doing
the opposite of deleverag-

ing. By the Fed’s tally, federal
debt increased at a 28.2% annual
rate in the second quarter. This
is not a long-run solution.

“The hope is that the govern-
ment borrows like crazy while
the private sector gets its finan-
cial house in order,” says Mr.
Barnes. “By the time the govern-
ment is forced to deal with its
debt problem, and retrench mas-
sively, the private sector will
have its act together and can
start leveraging again.” That’s
the hope.

In this space in December
2007, I wrote, “Economists dub
recent decades in which reces-
sions were scarce and inflation
calm the Great Moderation. That
seems to be giving way to the
Great Deleveraging. At best, the
economy has a hangover, and
will feel better in a couple of
months. But this may be more
like a case of mono, an ailment
in which the patient doesn’t re-
turn to normal vigor for a lot
longer.”

The medical metaphor was
wrong. The patient had a mas-
sive heart attack. He’s out of in-
tensive care, but far from
healthy. It’s going to take a lot of
time on the treadmill of delever-
aging before he feels anything
close to normal.

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

By Maya Jackson Randall

And Emily Barrett

The U.S. Federal Reserve will care-
fully evaluate economic forecasts to
judge exactly when and how to exit
from its extraordinary rescue pro-
grams, and the withdrawal will hap-
pen “well before” inflation has a
chance to rise out of control, the
Fed’s vice chairman said Wednesday.

“We must begin to withdraw ac-
commodation well before aggregate
spending threatens to press against
potential supply, and well before in-
flation as well as inflation expecta-
tions rise above levels consistent
with price stability,” Fed Vice Chair-
man Donald Kohn said in a speech to
the Cato Institute in Washington.

In a separate speech, the presi-
dent of the Federal Reserve Bank of
Atlanta said the Fed probably has a
while longer to wait before it needs
to start withdrawing its market sup-
port programs in earnest. “I think it
may well be some time before com-
prehensive exit need be under
way,” Dennis Lockhart said in pre-
pared remarks for a speech at an
event hosted by the University of
South Alabama’s Mitchell College
of Business.

Mr. Kohn said there wasn’t neces-
sarily a list of variables that would
trigger an exit. Instead, he pointed
out that the Fed would base its deci-
sions on economic forecasts, not
current conditions. He added that
he couldn’t predict the pace of rate
increases.

“That, too, depends on how the
economy seems to be recovering
and the outlook for inflation,” Mr.
Kohn said. Mr. Kohn went on to out-
line the tools the Fed has on hand to
withdraw from its extraordinary pro-
grams and tighten monetary policy.

Though the U.S. economy is “un-
questionably” improving, the At-
lanta Fed’s Mr. Lockhart recom-
mended only “measured optimism”
on the recovery in the economy and
financial markets. Unemployment is
likely to rise above the current 9.7%
before it falls; the residential-hous-
ing market remains weak; and the
commercial sector still poses a real
threat, he said. The progress made
so far has been achieved with consid-
erable government and central-
bank stimulus, most of which re-
mains in place.

His comments reinforced the
view that the central bank would
hold its target interest rate close to
zero—where it has been for the past
nine months—well into next year.

“I would like to see more evi-
dence of private activity in the econ-
omy before advocating change in
the Fed’s overall monetary policy
stance,” Mr. Lockhart said.

“The flow of credit through the
U.S. banking system is not yet ap-

proaching anyone’s notion of nor-
mal,” he said. Though banks have
been repairing their balance sheets,
“a return to robust bank lending is
unlikely, at least in the near term.”

Mr. Lockhart singled out the con-
tinued deterioration of the commer-
cial real-estate market as a “develop-
ing risk that could set back the
progress being made by banks.”

He said commercial real-estate
professionals at a recent Atlanta Fed
conference believe that the worst
may still be ahead for the sector.

Even the recuperation of the
long-suffering residential property
markets is fragile, and still depends
heavily on the support of public pro-
grams, Mr. Lockhart said.

“There is too much uncertainty
at the moment to project happy
days almost here again.”

Mr. Lockhart is a voter this year
on the Fed’s Open Market Commit-
tee, which last month opted to con-
tinue holding its target interest rate
at the historic low of zero to 0.25% it
hit in December.

U.S. Fed weighs timing
Central bank officials
describe conditions
for ending rescues

ECONOMY & POLITICS

The U.S. government is doing the
opposite of deleveraging. By the Fed’s
tally, federal debt increased at a 28.2%
annual rate in the second quarter.

CAPITAL n DAVID WESSEL

After binge, Americans cut debt,
but the economy pays the price

Donald Kohn, vice chairman of the U.S. Federal Reserve, testifies at a House
Financial Services subcommittee hearing in Washington in July.

Bl
oo

m
be

rg
N

ew
s

Powered by EXECUTIVE LEARNING PARTNERSHIP
Bringing Universities and Businesses Together

THE/FUTURE LEADERSHIP/INSTITUTE

For rules and responses contact: gert.vanmol@dowjones.com

The Wall Street Journal Europe is
read every day by 40,500 students at 180 top

business schools and university campuses across
Europe, a program supported by

Books for Brains
15 management books to win

To win a copy of
“Land and EU Accession”
email us your full contact
details with “Land” in the

subject field. Reply by noon
CET, October 24, ’09 to the
address below. Winners will

informed by email.

The Journal Europe
Future Leadership
Institute supports

“The Rule of Saint
Benoit”

A modern lesson in
management

A Premier Cercle
Conference

21 October, 2009

Collège des Bernardins,
Paris

www.premiercercle.com/
saintbenoit

The Journal Europe
Future Leadership
Institute supports

Talent Coaching Event
Learn from the Best

5th edition

a Vlerick MBA Alumni
Conference

22 October, 2009

De Warande, Brussels

www.vlerickalumni.be

Executive Learning Partnership - ELP: Strategy & Learning Architects: www.elpnetwork.com

***** Business Lounge
www.bnobusinesscenters.be

10 THURSDAY, OCTOBER 1, 2009 T H E WA L L ST R E ET JO U R NA L .

After ethanol bust, industry
gears up to make other fuels

FSA weighs ‘too big to fail’
U.K. watchdog plans
to study the impact
of regulatory changes

By Margot Patrick

LONDON—Man Group PLC said
assets are growing again after a
15-month decline that saw the
amount of money it manages nearly
halve, as redemptions from institu-
tional clients slowed markedly in its
fiscal second quarter.

As of the end of the quarter,
funds under management stood at
about $43.8 billion, up from $43.3
billion at the end of June, but still
down from their peak of $79.5 billion
in June 2008, the manager of hedge
funds said Wednesday.

Man Group also said it expects
pretax profit for the six months
ended Wednesday to be about
$280 million—less than half of the
$622 million it reported in the
same period a year ago but better
than the $121 million it posted for
its fiscal second half, when it was
losing assets and fund perform-
ance was poor.

Yet while institutions cut the
amount of money they withdrew to
$1.7 billion in the latest quarter
from $3.6 billion in the previous
quarter, they remain cautious. In
the first half of Man Group’s fiscal
year, sales to institutional investors
were just $700 million. Sales of prod-
ucts for private investors, which
carry higher fees, were $5 billion.

Shares in the hedge-fund com-
pany closed 7.5% higher at 331.20
pence in London. The stock had
dropped as low as 150 pence in March.

Most hedge funds have reversed
course in 2009 after a dismal 2008,
with average industry returns reach-

ing 14% in the first eight months of
the year, compared with a 19% de-
cline for all of 2008, according to
Hedge Fund Research Inc.

“Investor sentiment is continu-
ing to improve across the industry,
the performance outlook is healthy
and the prospects for sustained in-
dustry inflows are very promis-
ing,” Chief Executive Peter Clarke
said in a statement. On a call with
analysts, Mr. Clarke said he ex-
pects net flows from institutional
investors to turn positive at some
point in the second half of the com-
pany’s fiscal year.

Man Group said it would collect
about $30 million in net performance
fees for the fiscal first half, down 81%
from $160 million a year earlier.

The smaller asset base pushed
net management-fee income down
58% to about $240 million.

Bottoming out
Man Group's funds under 
management edged up after taking 
a dive in recent quarters. 

’08 ’09

Note: Fiscal years end March 31
Source: the company
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By Adam Bradbery

LONDON—The U.K.’s Financial
Services Authority said it will focus
on the risks posed by systemically im-
portant firms and the impact of new
capital and liquidity rules.

The U.K. regulator said Wednes-
day that itwill publish a paper on one
of thethorniest regulatory reform is-
sues: how to handle international
banks that are deemed “too big to
fail.” It partly reflects pressure from
the Group of 20 industrial and devel-
opingnations to apply higherregula-
tory standards to such firms.

The paper, which will lay out the
FSA’s options for creating rules and
is the first phase in the regulation
process, will look at how best to iden-
tify systemically important firms,
the policy tools that might be avail-
able to reduce the risks they pose
for the financial system, and how
those tools might be applied, the
FSA said in a statement.

While new policies for systemic
banks were mentioned in the FSA
Chairman Adair Turner’s review of
regulatory reform in March and in
speeches by Mr. Turner since then,
the paper, due in October, will be the
first time financial firms see concrete
details of what the changes could be.

It also will consider whether limi-

tations should be placed on the abil-
ity of retail banks to get involved in
trading and how to handle regula-
tion of large cross-border banks
that are “too big to fail” but also
“too big to rescue.”

The paper will serve as a vehicle
to discuss “living wills” for banks,
another hot topic at the G-20. These
are designed to provide a blueprint
for managing a failing bank in a way
that reduces the impact on the finan-
cial system.

The FSA already plans to discuss
with major banks in the U.K. how they
should structure these living wills,
which will include proposals for sell-
ing their assets quickly when they get
into trouble. It is seeking an interna-
tional agreement on the way these
wills are put together,but will proceed
on its own with the policy regardless.

The issue of how to deal with sys-
temically important banks is one of
the most difficult for regulators to
address, largely because it often in-
volves dealing with banks whose op-
erations span the globe and require
cross-border cooperation on super-
vision and government support.

“This issue requires political lead-
ership because it’s bound up with
public policy, social policy and taxa-
tion,” said Jonathan McMahon, direc-
tor of Promontory Financial Group, a
company that advises firms on meet-
ing their regulatory requirements.

The FSA also will seek to put a
price tag on all its overhauls, compar-
ing the costs of the reforms to finan-
cial institutions alongside the bene-
fits of achieving financial stability.

The cost-benefit analysis follows re-
quests from banks for an impact as-
sessment on the range of changes,
the FSA said, although it couldn’t
say when that might be carried out.

One key factor in determining
the price of the overhauls is the
amount of capital banks would need
to hold against potential losses and
the cost of holding a buffer of assets
that can be easily sold to meet fu-
ture payment obligations.

The FSA said these measures will
have a “significant” impact on the
amount of leverage in the banking
system and the degree to which
banks engage in maturity transforma-
tion which involves raising cash
through short-term loans to invest in
higher-yielding, longer-dated assets.

Mr. Turner previously stressed
that banks must use profits to build
capital buffers before using them to
award bonuses and dividend pay-
ments. The G-20 leaders called at
their Pittsburgh meeting for banks
to retain a greater portion of current
profits to build capital levels.

The FSA published Wednesday
the feedback it received in response
to an earlier discussion paper, is-
sued in March, which outlined the
FSA’s planned reforms. The regula-
tor said financial institutions are
most concerned that there is inter-
national agreement on how to for-
mulate and implement new rules to
avoid damaging the competitive-
ness of London as a financial center.

The FSA plans to hold a second
conference to discuss its regulatory
plans Nov. 2.

Man Group’s assets rise;
institutional clients wary

By Russell Gold

Some ethanol makers, battered
by unpredictable profit margins and
criticism that production of the
corn-based fuel drives up food
prices, are being presented with a
way out: making biobutanol.

Biofuels entrepreneurs are hop-
ing to snap up idled and financially
distressed ethanol plants and con-
vert them to make biobutanol, an-
other plant-based fuel that can be
blended into gasoline or used to
make plastic products.

Denver-based Gevo Inc., a pri-
vately held biofuels start-up, said
Wednesday that it is lining up financ-
ing to acquire and retrofit ethanol
plants to produce biobutanol. The
company hopes to purchase or part-
ner with plants with capacity to make
at least 200 million gallons a year. At
going rates for ethanol plants, the to-
tal cost of the up to five plants Gevo
could buy could exceed $125 million,
according to industry experts.

Gevo, backed by renewable-en-
ergy investors such as Khosla Ven-
tures and the French global energy
giant Total SA, says it has success-
fully retrofitted its first plant, a dem-
onstration project in Missouri, to
show it can quickly and cost-effec-
tively convert existing plants.

Many ethanol makers landed in
bankruptcy-court proceedings last
year when corn prices rose and gaso-
line prices dropped.

“We provide a practical way to
get into products that have a whole
lot more options than ethanol,” said

Gevo Chief Executive Patrick Gruber.
Gevo isn’t alone. Butamax, a joint

venture of BP PLC and DuPont Co.,
is building its first biobutanol facil-
ity in Hull, England, and expects to
expand production by retrofitting
existing ethanol facilities in the U.S.,
says a BP spokesman.

Made from corn, wheat and a va-
riety of inedible crops, biobutanol is
a versatile fuel. It can be blended
into gasoline at higher concentra-
tions than the more common corn-
based ethanol. It can be shipped via
existing petrochemical infrastruc-
ture, unlike ethanol, which can’t be
moved by pipeline. Also unlike etha-
nol, biobutanol can be converted
into a feedstock for the chemical
and plastics industries and used to
make flat-screen television sets.

Still, there are hurdles. Per
bushel of corn, biobutanol yields are
lower than ethanol, driving up
costs, although Mr. Gruber says biob-
utanol is likely to be competitive
with oil as a plastics-industry ingre-
dient as long as the price of oil is
above $45 a barrel. Crude oil closed
at $66.71 a barrel on the New York
Mercantile Exchange Tuesday.

Cobalt Biofuels, a biofuels
start-up based in the San Francisco
Bay area, doesn’t plan to buy existing
ethanol facilities, which by location
will likely rely on crops from nearby
farms. This link to agricultural
prices is what got ethanol in trouble,
says Cobalt Chief Financial Officer
Steven Shevick. The company is fo-
cused on turning trees and other
woody biomass into biobutanol.
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