
Euro to rise on need

of nations to cut debt
By Stacy Meichtry

And Amy Merrick

ROME—Pope Benedict
XVI introduced a fast
track for Anglicans
seeking to join Ro-
man Catholicism, pav-
ing the way for con-
servative Anglicans
frustrated by their
church’s blessing of
same-sex unions and
homosexuality in the
priesthood to enter
the Catholic fold.

The Vatican on
Tuesday announced
plans to create a spe-
cial set of canon laws, known
as an “Apostolic Constitu-
tion,” to allow Anglican faith-
ful, priests and bishops to en-
ter into full communion with

the Vatican without having to
give up a large part of their li-
turgical and spiritual tradi-
tions.

With the mea-
sures, Pope Bene-
dict is attempting to
reclaim ground lost
by the Roman Catho-
lic Church in the
16th century when
King Henry VIII de-
fied papal authority
to found the Church
of England. The
move clears the way
for entire congrega-
tions of Anglicans to
join the Catholic

Church and makes it easier
for married Anglican priests
to convert without embracing
Catholicism’s traditional
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Editorial&Opinion

Afghan President Hamid Karzai, left, with visiting U.S. Sen. John Kerry Tuesday, bowed to international pressure to take part in a runoff election.

Karzai concedes to vote runoff
Afghan president accepts need for second round slated for Nov. 7, but disputes fraud finding

Vatican opens door

for Anglican converts

Attacking the beast
Can Greece’s Socialists
slay a monstrous
bureaucracy? Page 13

Pope Benedict
XVI

Leading the News: Bonuses expected to jump in City of London, but not to 2007 peak
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News

europe.WSJ.com

By Gabriele Parussini

And Paul Hannon

LUXEMBOURG—Euro-
pean governments started to
establish a framework for cut-
ting the debts they have accu-
mulated to tackle the global fi-
nancial crisis, setting out an
agreed timetable for embark-
ing on their exit strategies.

But the more they talk
about the removal of stimu-
lus, the further the euro
rises against the U.S. dollar
and other major currencies,
threatening a hoped-for re-
covery.

At their monthly meeting
Monday and Tuesday, fi-
nance ministers from the Eu-
ropean Union’s 27 member
states agreed that they

should start to bring their
budget deficits down by
2011 at the latest toward the
3% of gross domestic prod-
uct required under EU rules.

The ministers agreed
that “substantial fiscal con-
solidation is required to halt
and eventually reverse the
increase in debt and restore
sound fiscal policy.” Actual
consolidation is conditional
on their economies being
firmly in recovery, and the fi-
nance ministers also left
room for maneuver in agree-
ing that the “specificities of
country situations should
be taken into account.”

But new reports showed
the magnitude of that task.
With the British economy in

Please turn to page 3

By Yaroslav Trofimov

And Anand Gopal

KABUL—President Hamid
Karzai yielded to interna-
tional pressure and accepted
a runoff in Afghanistan’s con-
troversial presidential elec-
tion, ending a debilitating po-
litical deadlock and trigger-
ing preparations for a new
vote on Nov. 7.

Mr. Karzai’s decision, an-
nounced after days of meet-
ings in Kabul with U.S. Sen.
John Kerry and phone conver-
sations with several world
leaders, opened a way out of
the political crisis that under-
mined the legitimacy of the
country’s democratic process
and reinforced the spreading
Taliban insurgency.

Minutes before Tuesday’s
announcement, Afghani-
stan’s election commission,
which initially assigned Mr.
Karzai 54.6% of the votes in
the Aug. 20 poll, partially en-
dorsed a ruling by a United
Nations-led watchdog to dis-
qualify hundreds of thou-
sands of allegedly fraudulent
ballots. This pushed Mr. Kar-
zai’s tally below the 50%
needed to avoid a second
round, triggering a runoff
against Abdullah Abdullah, a
former foreign minister.

Flanked by Sen. Kerry and
four Western envoys, Mr. Kar-
zai didn’t accept that the dis-
qualified ballots in his favor,
cast mostly in ethnic Pashtun
southern and eastern Afghani-
stan, were in fact false. “Why
these votes were disre-
spected should be investi-
gated. But now is not the time
for this—now is the time to
move forward to stability and

national unity,” Mr. Karzai
said. “I prefer to put the inter-
ests of the Afghan people
above my personal interests.”

Mr. Karzai is widely ex-
pected to win the election, es-
pecially because Dr. Abdullah—
viewed as representing the
ethnic Tajik minority—has lit-

tle support among the Pash-
tuns, Afghanistan’s biggest
ethnic community. Mr. Karzai
hails from a prominent Pash-
tun family in southern Afghan-
istan’s Kandahar province.

Holding the second round
will be difficult. “The chal-
lenges of holding the election

in an incredibly difficult secu-
rity environment simply can-
not be overstated,” said Sen.
Kerry, who heads the U.S. Sen-
ate’s Foreign Relations Com-
mittee.

The first snows are already
beginning to block mountain
passes, impeding accessby vot-

ers and election officials. Tali-
ban insurgents, meanwhile,
are expected to redouble their
efforts to disrupt the electoral
process that they reject as ille-
gitimate.

According to Maeen
Minstryal, a Karzai campaign

Please turn to page 30
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Qatar’s sovereign fund sold
379.2 million shares in Bar-
clays by converting half of
its warrants for $2.1 billion,
almost doubling its invest-
ment. Qatar Holding said it
would retain a 7% stake and
the rest of its warrants in
the British bank. Page 5

n EU finance ministers
failed to agree on how to
fund the fight against cli-
mate change, passing the is-
sue to EU leaders. Page 3

n Bank of England Gov.
Mervyn King said heightened
regulation can’t prevent fi-
nancial speculation that re-
sults in bank failures. Page 5

n Stocks fell in the U.S. and
Europe as weak housing and
producer-price data crimped
investor optimism. Page 18

n Crude-oil prices may be
showing signs of recovery, but
natural-gas prices will stay
depressed for years, the CEO
of Italy’s ENI said. Page 4

n Denmark and Turkey gave
approval this week to major,
separate Russian gas-export
pipeline projects. Page 4

n Several OPEC drilling
projects that had been put
on hold during the recession
are now moving forward, the
group’s chief said. Page 17

n Caterpillar provided a bull-
ish assessment for a global
recovery, exceeding third-
quarter profit expectations
by a wide margin. Page 8

n Adecco said it will acquire
U.S.-based MPS for $1.3 bil-
lion, widening its lead among
staffing firms. Page 6

n Ahold’s sales rose less
than expected in the third
quarter amid mounting price
wars in the U.S. Page 6

n Talks continued between
Royal Mail and workers, un-
der the threat of a walkout
beginning Thursday. Page 9

n The European commercial
property market is picking
up steam but still has far to
go before it reaches a sem-
blance of normalcy. Page 2

n Unions plan strikes at an
Opel plant in Spain, compli-
cating GM’s effort to sell con-
trol of its European opera-
tions to Magna. Page 27

n Turkey released a band of
Kurdish rebels who surren-
dered in a peace gesture.

n Pakistan continued an of-
fensive in a Taliban strong-
hold, as the prospect of a ref-
ugee crisis loomed. Page 10
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Commercial market gains footing
Sales move higher
for Europe property,
but challenges remain
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European property investment surges
U.K., Germany and France attract investors. 2009 commercial property 
investments, in billions
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By William Boston

SPECIAL TO THE WSJ
The increase in European com-

mercial-property sales, which was
evident in the third quarter, is pick-
ing up steam. But the market still
has a long way to go before it
reaches a semblance of normalcy.

Early last week,
IVG Immobilien
AG, the German
property group
with nearly Œ23 bil-

lion ($34 billion) of assets under
management, was hamstrung with a
loan-to-value ratio of an estimated
90%. But by the end of the week, IVG
unveiled the sale of five properties
for about Œ470 million, transform-
ing itself from a debt-saddled firm
into an opportunistic predator. IVG
had planned to sell property valued
at Œ1 billion by the end of 2010. Hav-
ing reached the goal a year early, it
can get on with its business.

“Our work will now focus on…im-
proving the company’s operations
and taking advantage of selected
market opportunities,” said Ger-
hard Niesslein, the company’s chief
executive.

Another sign Europe’s publicly
traded property companies are turn-
ing the corner: British Land Co., one
of the U.K.’s largest publicly traded
property companies, announced
Monday that it had purchased 39 Vic-
toria Street, an office building in
London’s posh West End district, for
£40 million ($66 million). The build-
ing is rented to Bank of America un-
til July 2012 and marks the first
time British Land has acquired any-
thing since the beginning of the fi-
nancial crisis in 2007.

“This is a small deal, but it is one

of the first reasonable deals and
may signal the beginning of pur-
chases by listed property compa-
nies,” said Harm Meijer, head of Eu-
ropean property research at J.P.
Morgan Chase in London.

The change in mood is also re-
flected in the latest data. Invest-
ment in European commercial prop-
erty surged 53% in the third quarter
to Œ19.6 billion, from Œ12.8 billion in
the second quarter, according to
Cushman & Wakefield, the property-
services group. Still, that pales in
comparison to earlier years. There
was Œ44 billion in investment in Eu-
ropean commercial property in the
first nine months of 2009, com-
pared with Œ203 billion in the same
period of 2007.

The mood in Europe is noticeably
more upbeat than in the U.S. One rea-
son is that the U.S. still has to figure
out how to handle its massive over-
hang of commercial mortgage-
backed securities, which played a
much larger role in property financ-
ing in the U.S. than in Europe. “Eu-
rope used CMBS, but it pales in com-
parison to what is going on in the
U.S.,” says Steve Collins, managing
director of the international capital
group at Jones Lang LaSalle.

Demand from foreign investors

for European property also is inten-
sifying. Debt remains scarce but is
becoming more available for small
deals or transactions in which the
buyer puts in 40% to 50% equity.

Credit Suisse Group is selling its
office building at 20 Columbus
Courtyard in London’s Canary
Wharf district to a group of Leba-
nese investors led by M1 Real Estate
for more than £150 million ($246
million). The Swiss bank will remain
as a tenant with a 25-year lease. M1
Real Estate is based in Monaco and
is a unit of M1 Group, whose founder
is Najib Mikati, the former Lebanese
prime minister.

Another Canary Wharf deal be-
ing closely watched is the HSBC
Holdings PLC global headquarters
building. HSBC sold its main New
York City building this month to IDB
Group, an Israeli investment hold-
ing company, for $330 million and
has put its London property on the
block.

Investors are encouraged by the
steep fall in European commercial-
property valuations and evidence
that prices have hit bottom or are
very close. Property values have
fallen 22% in Europe as a whole
since the peak in 2007, according to
Cushman & Wakefield. In Western

Europe, the U.K. took the hardest
hit, falling 40%. Excluding the U.K.,
property values fell 17% in Western
Europe, while Central Europe
slipped 26% and Eastern Europe
plunged 45%.

In the past six months the fall in
property values has slowed or
stopped in some markets and prices
have begun to stabilize. Average Eu-
ropean prime commercial property
yields stood at 7.51% in the third
quarter. Yields are an indication of
property prices. A lower yield indi-
cates prices are rising. European av-
erage yield fell slightly, affected by a
fall of 0.24 percentage point to
6.73% in the U.K.

It is in the U.K., which was one of
the property markets hit hardest by
the financial crisis, where the stron-
gest signs of recovery can be seen.
According to the closely followed
monthly IPD Capital Growth index,
the market value of U.K. commercial
property rose 1.1% in September, the
largest monthly increase since June
2006. Capital growth in the third
quarter was 1.2%.

The news isn’t all good. The re-
cession is still working its way
through the economy, and analysts
warn the current recovery could be
short-lived unless the broader econ-
omy recovers and improves the fun-
damentals of the real-estate indus-
try. While the IPD data show prop-
erty prices are recovering, growth
was stunted by falling rents. Prime
rents fell 7.9% across Europe in the
third quarter. Continued weakness
in the broader economy creates un-
certainty about the prospects for
the coming year.

“The jury’s out on what 2010 may
hold,” said David Hutchings, head of
European research at Cushman &
Wakefield, in a statement. “There
are still plenty of problems for the
market to deal with, but with two
quarters of growth in activity and
much improved sentiment, it’s clear
that we’ve turned an important
corner.”

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

France Télécom suspends restructuring in wake of employee deaths

By Samantha Shields

TBILISI, Georgia—The U.S.
doesn’t intend to put any part of its
revised missile shield in non-NATO
countries, a senior defense official
said in Georgia Tuesday, in an appar-
ent attempt to calm Russian nerves.

Amid its so-called resetting of rela-
tions with Russia, Washington said in
September it was scrapping a Bush ad-
ministration plan to build amissile-de-
fense shield in Poland and the Czech
Republic, which are NATO members.
Moscow, which had protested that
plan as a potential threat to its nu-
clear arsenal, rejoiced at the decision.

But later reports that the U.S. was
considering placing early-warning
radar systems in Ukraine provoked
an angry reaction from Russian For-
eign Minister Sergei Lavrov. Russian
Prime Minister Vladimir Putin had
similarly harsh words for later re-
ports that elements of the shield
might be placed in the Caucasus.

“We are not consulting with any
non-NATO countries, and we do not
envisage the emplacement of ele-
ments of our new architecture on
the territory of any non-NATO
states,” Deputy Secretary of De-
fense Sandy Vershbow, who had
been quoted in the initial reports
that rattled Moscow, told reporters
Tuesday in Tbilisi.

He added the U.S. was in the
early stages of discussions with Rus-
sia itself on how it could contribute
to missile defense.

Mr. Vershbow, speaking after a
meeting of a security working group
established after last year’s war be-
tween Russia and Georgia, also dis-
missed Georgian and Russian re-
ports that the U.S. was planning to
build military bases in Georgia.

When asked about arms sales to
Georgia, Mr. Vershbow said the U.S.
wouldn’t take any steps that would
be counterproductive to peace and
stability in the region.

INDEX TO PEOPLE

LEADING THE NEWS

PROPERTY
REPORT

The Web site of the nonprofit
group Children of Hoarders is
www.childrenofhoarders.com. A
Health Journal article Tuesday in-
correctly listed the address as
www.coh.com.

By Ruth Bender

PARIS—France Télécom SA said
it will suspend all restructuring un-
til the year end amid talks with
unions on working conditions, fol-
lowing a spate of suicides at the com-

pany.
A company spokesman said the

latest freeze goes a step further
than the suspension of all internal
job shuffling, which the company an-
nounced last month. Until Dec. 31,
when negotiations with workers

unions are due to finish, France Télé-
com will put on hold any plans to
close or merge sites, a spokes-
woman added.

The latest death at the company
occurred Thursday, bringing to 25
the number of employees who have
taken their lives since February last
year at France Télécom.

France Télécom is a former state
monopoly that has been under ma-
jor restructuring. The telecommuni-

cations giant employs 100,000 peo-
ple in France.

Though the number of suicides
at the company is in line with the na-
tional average, according to the
World Health Organization, the vio-
lent nature of the deaths—including
a worker who jumped to his death
from a highway overpass in the Alps—
has made headlines for months in
France and put management on the
defensive.

U.S. promises
to limit shield
to NATO nations
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In China, this is the year
of the ox. Chez LVMH Moët
Hennessy Louis Vuitton,
this is the year of China.
Chinese customers, both at
home and on vacation, have
become the biggest buyers
of Louis Vuitton clothes
and handbags and Hen-
nessy cognac, ahead of the
Japanese and overtaking
the Americans.

The French company’s
exposure to China helps ex-
plain why it is pulling out
of the industry slump faster
than expected. The number
of Vuitton stores in China
will increase by half to 30
by year end, while Sephora,
LVMH’s perfume retailer,
will have 70, compared
with 234 in home market
France. Across the com-
pany, sales at stores open
more than a year fell 3% in
the third quarter as robust
Asian demand almost en-
tirely offset falling sales of
brandy, champagne, jewelry
and watches.

They are shrinking be-

cause of continued destock-
ing by retailers. That is
something LVMH can’t con-
trol because it isn’t respon-
sible for distribution of
those items. In contrast, it
controls the Vuitton supply
chain, enabling it to adjust
fashion and leather-goods
inventory quickly. At least
the rate of decline in wine,
spirits and watch sales
slowed sharply as cognac

demand picked up in the
U.S. and China. Restocking
may underpin sales next
year even if the recovery in
demand proves modest.

Where LVMH goes, the
luxury industry looks set to
follow. Daimler rushed out
a trading update early be-
cause of an unexpectedly
good three months, partly
at Mercedes. Sales in China
were 56% higher in Septem-

ber than in the year before.
Emerging markets will

account for at least 80% of
growth in the luxury-goods
sector, averaging around
9% a year, compared with
2% in the developed world,
according to Francesca Di
Pasquantonio at Deutsche
Bank. LVMH is well-placed
to capture this growth with
stores in India, Indonesia,
Vietnam and, coming soon,
Mongolia.

The question is how
much room there is for the
sector’s heady valuations to
progress. LVMH shares are
trading at 18 times 2010
earnings—high compared
with the sector average of
16 times, but still below the
precrisis level of more than
20. Deutsche Bank has
raised its earnings fore-
casts for the first time in
two years, and others may
follow. For investors, this
could still be the year of
the bull.
 —Matthew Curtin

More at WSJ.com/Heard

Crossroads for Dubai Inc.

Investors cast a cold eye on senators’ warming effort

Faced with a continuing
financial crisis, Dubai risks
retreating into its past
rather than facing its new re-
ality. The Gulf emirate needs
to radically overhaul its state-
controlled companies if it is
to overcome its $80 billion
debt mountain. Yet rather
than seize the opportunity to
introduce international stan-
dards of governance and
transparency, the people
whose poor judgment led
Dubai to the brink have kept
their jobs. For Western lend-
ers with billions of dollars at
stake, that is troubling.

Take Dubai World, the
conglomerate that has just
been radically restructured
after running up almost
$60 billion of liabilities on
an ill-judged acquisition
spree. Its deals included buy-
ing struggling Madison Ave-
nue retailer Barneys for
$800 million, investing in an
$8.8 billion Las Vegas casino
development and paying
$100 million for the Queen
Elizabeth II liner, which has
since spent most of its time
languishing in a Dubai dry
dock.

Surprisingly, Dubai World
senior management remains
in place, including Sultan bin
Sulayem, the chairman who
masterminded the expansion.
That has disappointed bank-
ers who fear that, unless se-
nior managers are held more
accountable, mistakes of the
past will be repeated.

But holding senior Emir-
ati officials like Mr. Sulayem
responsible for their deci-
sions will be tricky. The Su-
layem family’s ties to
Dubai’s ruling Maktoums run
deep. Mr. Sulayem’s father
was a key adviser to the fam-
ily. The same is true of many
other of the emirate’s busi-

ness leaders whose reputa-
tions have been damaged.

Western lenders would
rather see experienced and
suitably qualified executives
running Dubai’s companies
with proper accountability
to an independent board and
creditors. Yet Dubai’s ruler,
Sheik Mohammed bin Rashid
Al Maktoum, appears to be
heading in the opposite di-
rection, possibly handing
more power to his sons after
being let down by some of
his key lieutenants. This
could mean a bigger role in
Dubai’s corporate affairs for
the popular but inexperi-
enced 26-year-old Crown
Prince Hamdan.

Long term, this looks un-
sustainable. The scale of
Dubai’s financial woes
means painful changes can’t
be resisted for long. If the
easy credit of the past de-
cade allowed officials like
Mr. Sulayem to build Dubai
World into a truly interna-
tional company, the next 10
years will see banks demand-
ing greater transparency in
return for capital.
 —Andrew Critchlow

LVMH presses its luxe in China

Financial markets, so of-
ten prone to irrational exuber-
ance, reserve a special cyni-
cism for politicians. Sens.
John Kerry and Lindsey Gra-
ham appear to be the latest re-
cipients.

Their bipartisan opinion
article headlined “Yes We
Can (Pass Climate Change
Legislation)” caused a stir
when it was published in The
New York Times a little more
than a week ago. Sen. Gra-
ham, a South Carolina Repub-
lican, has rejected carbon cap-
and-trade legislation before.
His decision to put his name
on an article that at least out-
lines areas of climate-change

policy that might appeal to
both parties has revived
hopes legislation might pass
soon.

So far, though, investors
appear to be answering: “No
you can’t.” Two stocks that
ought to benefit from the
prospect of climate-change
legislation passing soon are
Exelon and Entergy. Both are
big operators of nuclear
power stations, which emit
no carbon dioxide and ought
to see their margins expand
substantially once a price is
put on emissions. Yet the
stocks have performed in line
with the broader utilities sec-
tor since the senators’ opin-

ion piece was published.
Indeed, Exelon, America’s

biggest nuclear generator by
capacity, has been one of the
worst-performing stocks in
the S&P 500 utilities sector
this year. Its 2009 price/earn-
ings multiple of just more
than 12 times also sits toward
the bottom of the pack.

Questions over Exelon’s
growth strategy raised by the
failed bid for NRG Energy are
partly to blame. But the
smooth passage of a cap-and-
trade law, with implementa-
tion in 2013, would be a game
changer for the company.
Greg Gordon, who runs utili-
ties research at Morgan Stan-

ley, estimates this could
boost Exelon’s value by $15 a
share, or almost 30% of the
current share price. Right
now, he reckons investors are
ascribing just a 15% chance of
this happening.

With another (not so) mi-
nor piece of legislation re-
garding health care taking up
Washington’s time and mid-
term elections due next year,
investors have good reason to
suspect cap-and-trade will be
delayed. On the other hand, if
you really have a touching
faith in bipartisanship, Ex-
elon is a screaming buy.
 —Liam Denning

Financial Analysis and Commentary

CRITICAL INSIGHTFOR
CHALLENGINGTIMES

knowmore

business
europe

asia
world

analysis
tech

markets
comment

heard on the street

Subscribe to The Journal Europe for accurate, in-depth analysis to help you make

critical decisions about your business, your money and your life

www.services.wsje.com/offer/aw09

The skyscraping Burj Dubai
tower in Dubai in July.
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High end
LVMH revenue for the first nine months
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EU ministers dodge decision
on funding for climate fight

EU targets deficits as euro rises

U.K. Conservative to meet Obama officials

Bonuses seen rising 50%
in U.K. financial sector
Total payouts seen
at $9.82 billion,
below the 2007 peak

Italian Finance Minister Giulio Tremonti, left, chats with French counterpart Christine Lagarde in Luxembourg on Tuesday.

By Adam Bradbery

LONDON—Bonus payouts in the
U.K. financial sector are expected
to rise to £6 billion ($9.82 billion)
this year, up 50% from a year ear-
lier but well below the 2007 peak,
according to a new forecast.

The outlook from the U.K.’s Cen-
tre for Economics and Business Re-
search comes amid broad public dis-
pleasure with financial-sector bo-
nuses. The Obama administration
has installed a pay czar to vet com-
pensation at seven U.S. institutions
receiving significant government
aid, and the U.K. recently agreed to
tighter controls on bonuses laid
out by the Group of 20 leading na-
tions, which recently agreed to find
ways to align bankers’ pay more.

The U.K. government recently
secured agreement from domestic
banks and some international
bank branches in London to abide
this year by new rules on pay, to
come into force Jan. 1, 2010.

The rules, announced by the Fi-
nancial Services Authority in Au-
gust and modeled on the G-20’s
agreement, will require banks to
defer the bulk of bonus payments
over several years and to link
those deferred payments to the fu-
ture performance of the bank and
the employee’s division within it.

Meanwhile, U.S. special pay
master Kenneth Feinberg said
Tuesday he is working to finalize
pay packages for certain execu-
tives and employees at seven com-
panies that are large recipients of
government aid—a group that in-
cludes Citigroup Inc., General Mo-
tors and Bank of America Corp. In
remarks Tuesday, Mr. Feinberg
said, “We’re trying, under the stat-
ute, to come up with compensa-
tion packages that reflect the stat-
ute and the regulations and are
also hopefully acceptable to the

seven companies.”
Public disclosure of his determi-

nations should come by Oct. 30.
Also Tuesday, Credit Suisse

Group introduced its new bonus
payout plan for top executives, to
be paid out in the spring, including
more closely linking awards to the
bank’s overall profitability. The Zu-
rich bank will award a greater por-
tion of pay as fixed salary as op-
posed to bonus.

Bonuses remain well off their
peak in London. The CEBR’s 2009
U.K. bonus estimate is much lower
than the £10.2 billion paid out in
2007, reflecting a poor start to this
year and fewer people working in
the financial sector since the start
of the financial crisis. Still, the fore-
cast marked a big revision upward
from the £4.1 billion in CEBR’s April
report, reflecting better-than-ex-
pected second- and third-quarter
earnings reports from banks. A revi-
sion to the way the estimate is calcu-
lated also contributed.

Most of the 2009 bonuses will
be awarded this year and paid out
in early 2010.

CEBR estimates there are
49,000 fewer jobs in the U.K.’s fi-
nancial sector today, representing
a fall of 14% from the peak in 2007,
and the number of jobs won’t re-
turn to the precrisis level for at
least a decade.

“Bonuses are beginning to
bounce back but will not reach the
levels of 2007 anytime soon,” says
Benjamin Williamson, CEBR econo-
mist. “Profits of major financial-
sector institutions have jumped
sharply; therefore bonuses, which
to some extent are a profit-shar-
ing scheme, have also risen.”

its sharpest recession in decades,
spending on public services has
soared. The U.K.’s public sector
borrowed a net £14.8 billion in Sep-
tember, the highest on record for
that month and up from £8.7 bil-
lion in September 2008, data
showed Tuesday.

The government’s full-year tar-
get for net public-sector borrow-
ing is £175 billion, or 12.4% of
gross domestic product. In the
first half of the financial year,
which started in April, debt
reached a record net £77.3 billion.
That is more than twice the £33.8
billion in the year earlier period,
which was the previous record.

Greek Finance Minister Gior-
gos Papaconstantinou, mean-
while, said Tuesday that his gov-
ernment’s budget deficit will
reach 12.5% of gross domestic
product this year and that it will
take three to four years to cut it to
3% of GDP.

Mr. Papaconstantinou’s esti-
mate for the 2009 deficit is
slightly higher than the previous
range of 10% to 11.5% of GDP.

In early Europe trading Tues-
day, the euro nudged higher, al-
most reaching the psychologically
significant $1.50 level against the
dollar before easing a little.

That prompted German export-
ers to renew their complaints
about the euro’s strength. The
BGA Federation of German Whole-
sale and Foreign Trade warned
that the euro’s strength “in reality
is a dollar weakness, which is creat-
ing certain problems for German
export business.”

BGA President Anton Boerner
said that “a further recovery in the
sectors of mechanical engineer-
ing, automotive, chemical and elec-
trical engineering, which are ex-
porting over-proportionately into
the dollar area, could be at risk.”

The euro’s rise has been under-
pinned by expectations that the Eu-
ropean Central Bank is likely to
start moving its interest rates
higher before the U.S. ECB Presi-
dent Jean-Claude Trichet’s re-
peated claims that the U.S. wants

and would benefit from a strong
dollar, and his warning that sharp
movements in foreign-exchange
rates can damage economic
growth, have been overlooked”If
anything, these statements serve
as reminders to the markets of
how helpless the ECB and Euro-
pean Union are,” said Ulrich
Leuchtmann, chief currencies ana-
lyst at Commerzbank SA in Frank-
furt.

 —Alessandro Torello in Brussels,
Andrea Thomas in Berlin

and Katie Martin and
Laurence Norman in London

contributed to this article.
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Note: 2009 and 2010 figures are estimates
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By Alessandro Torello

LUXEMBOURG — European
Union finance ministers failed to
agree on how to fund the fight
against climate change, passing the
issue to EU leaders, who will meet
later this month.

Climate change led the agenda
of the 27-nation bloc’s monthly fi-
nance gathering. The EU is prepar-
ing the bloc’s negotiating position
for the global summit in Copen-
hagen in December.

The contribution of rich coun-
tries to the financial burden of
poorer nations struggling to reduce
greenhouse-gas emissions and
limit the effects of climate change is
instrumental to a global deal.

However, EU governments are
fighting over how much they
should have to give.

Former communist bloc coun-
tries such as Poland don’t want to
give much at all, while Sweden

pleads for generosity. Others, such
as Italy, argue it would be better
not to flag a precise number before
the last stage of the negotiations
in Copenhagen, as this would limit
Europe’s room for maneuvering.

“It is a disappointing outcome,
that we weren’t able to reach an
agreement,” said Swedish Finance
Minister Anders Borg.

The European Commission, the
bloc’s executive office, says devel-
oping countries are likely to need
Œ100 billion ($149 billion) a year
by 2020 to limit greenhouse-gas
emissions and adapt to the effects
of climate change, such as in-
creased floods.

Without a deal Tuesday, EU
leaders will have to talk hard to
find an accord when they meet in
Brussels on Oct. 29-30.

The EU has argued for two pa-
rameters—total pollution and na-
tional wealth—to determine how
to divide the global cost of paying
for climate-change action.

Agence France-Presse

By Alistair MacDonald

William Hague, the Tory
shadow foreign secretary, said he
is travelling to the U.S. for meet-
ings with “senior members” of the
Obama administration, in a visit
that underscores the continued
strengthening of the Conservative
Party’s ties with the U.S.

Mr. Hague said he planned to
meet Secretary of State Hillary
Clinton and National Security Ad-
viser Gen. Jim Jones as well as Sen-
ate Foreign Relations Committee
Chairman John Kerry, and Republi-
can Sens. John McCain and Rich-
ard Lugar. On his mind: the U.S.

strategy review in Afghanistan,
U.S. efforts to relaunch the Middle
East peace process, Iran’s nuclear
program and, a favorite issue for
Mr. Hague, the Balkans.

For much of President George
W. Bush’s administration, the Con-
servatives, including Mr. Hague,
were given short shrift by the
White House. In 2004, former
Tory leader Michael Howard had
angered Mr. Bush for his constant
haranguing of Tony Blair over the
failure to find Iraq’s weapons of
mass destruction.

Having healed that rift and es-
tablished links with President
Barack Obama, senior Conserva-

tives such as defense spokesman
Liam Fox are frequent visitors to
Washington, say some Republi-
cans. The Conservatives’ lead in
opinion polls by as much as 17 per-
centage points ahead of an elec-
tion to be called before June is also
helping the party win attention in
the U.S.

“I am visiting the U.S. to reaf-
firm our historic alliance and un-
derline the Conservative Party’s
firm commitment to addressing
the common global challenges
which confront us and to working
with the Obama administration to
that end,” Mr. Hague said.
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code of priestly celibacy.
The Vatican on Tuesday stressed

that the pope, who plans to visit the
U.K. next year, wasn’t seeking to
poach members of the world-wide
77-million-strong Anglican Church.

Yet the measures come as the An-
glican Communion, the third-largest
grouping of Christians after Catho-
lics and Eastern Orthodox, is in a
state of disarray. The ordination of
women, along with the 2003 election
of Gene Robinson, an openly gay
bishop from New Hampshire, has
driven a wedge between conserva-
tives and liberals in the Episcopal
Church, the North American wing of
the Anglican Communion. Anglican
leaders in Africa have also openly crit-
icized their counterparts in the U.S.
Conservative Anglicans in the U.S.
have set up a rival province, the Angli-
can Church in North America. Many
African churches have backed that
governing body while calling for the
Episcopal Church to be disciplined
for its actions.

In a rare news conference, Cardi-
nal William Levada, who leads the
Vatican’s office on doctrine, said the
measures were crafted in response
to requests from Anglicans seeking
to join the Catholic Church, adding
that Pope Benedict hoped to inte-
grate Anglicans into the Catholic
Church while preserving their tradi-
tions. “We have been trying to meet
the requests for full communion
that have come to us from Anglicans
in different parts of the world in re-
cent years in a uniform and equita-
ble way,” Cardinal Levada said.

It is unclear whether the mea-
sures have the full support of the An-
glican Church. For decades, the Angli-
can Communion has been engaged in
formal dialogue with the Vatican
aimed at healing the wounds of the
centuries-long schism.

Rowan Williams, the archbishop
of Canterbury and head of the Angli-
can Communion, issued a joint state-
ment with Vincent Gerard Nichols,
the Catholic archbishop of Westmin-
ster, that described the Vatican an-
nouncement as an “end to uncer-
tainty for such groups who have nur-
tured hopes of new ways of embrac-
ing unity with the Catholic Church.”

Still, the move appeared to catch
Anglican leadership off-guard.
Hours after the Vatican announce-
ment, Archbishop Williams sent a
letter to Anglican bishops express-
ing concern over any “confusion or
misrepresentation” caused by the
announcement. “I was informed of
the planned announcement at a very
late stage, and we await the text of
the Apostolic Constitution itself and
its code of practice in the coming

weeks,” Archbishop Williams wrote.
“It remains to be seen what use

will be made of this provision, since it
is now up to those who have made re-
quests to the Holy See to respond to
the Apostolic Constitution,” he added.

In an interview, the Right Rev.
Michael Scott-Joynt, the Anglican
bishop of Winchester and co-chair
of the English Anglican-Roman Cath-
olic Committee, said the measures
went outside the “mainstream” of
Vatican-Anglican dialogue, adding
that he too was informed of the
forthcoming measures at a “very
late stage.”

The measures are alsoraisingques-
tions in Rome. The Vatican hasn’t re-
leased the text of the regulations gov-
erning the new Apostolic Constitu-
tion, leading someCatholic canonlaw-
yers to question how Pope Benedict
will square Anglican teachings with
more rigid Catholic traditions.

The Vatican has, at times, pro-
vided dispensations to non-Catholic
married priests on an individual ba-
sis, including Anglicans and Luther-
ans. Eastern Rite Churches, which
are in communion with the pope,
also allow their clergy to marry.

However, the dispensation has
never been applied to a group as
large and far-reaching as the Angli-
can Communion, according to Edu-
ardo Baura, a professor of canon law
at the Pontifical University of the
Holy Cross and a consultant to the
Holy See’s Congregation of Bishops.
“The pope wants to make it easier to
welcome these priests as Catholics.
What I don’t know is what will hap-
pen to future generations” of priests
who are ordained under the new sys-
tem.

The Apostolic Constitution calls
for the creation of new church struc-
tures that would minister to Angli-
cans who want to be in communion
with the Catholic church. These Per-
sonal Ordinariates will operate
within local Catholic dioceses and
be administered by former Anglican
clergy.

During the Vatican news confer-
ence, Cardinal Levada didn’t dis-
close any details on which Anglican
groups had requested communion
with the pope.

In 2007, the Traditional Anglican
Communion, an Anglican splinter
group with about 400,000 members,
approached the Vatican seeking a
way to enter the Catholic Church
while retaining their Anglican rites
and orders. Cardinal Levada’s office
received additional requests from
other Anglican groups and decided
to create more sweeping measures,
according to Vatican spokesman the
Rev. Federico Lombardi.
 —Dave Kansas

contributed to this article.
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Vatican moves to boost flock

adviser, the turnout in the runoff is
likely to be much lower than the one-
third of registered voters who partic-
ipated in the first round in August.
Afghan security forces, he added,
haven’t yet made preparations for
the new vote. Still, Western officials
say, holding the runoff is possible—
and is necessary to restore the legiti-
macy of the Kabul government.

Dr. Abdullah’s campaign wel-
comed the runoff but said the vote
wouldn’t necessarily be cleaner
than the first. “There is no guaran-
tee that there will be no fraud in the
next round,” said Dr. Abdullah’s
spokesman Fazel Sangcharakhi.
“There are many challenges lying
ahead.”

Some supporters of Dr. Abdullah
were eager to participate in the run-
off. “There was so much fraud the
last time that we need to have real
elections,” said Daoud Zia, a 23-year-
old pharmacy student in the pre-
dominantly Tajik Panjshir valley.

The Independent Election Com-
mission, whose members were ap-
pointed by Mr. Karzai, accepted the
runoff a day after the U.N.-led Elec-
toral Complaints Commission dis-
qualified enough ballots to cut Mr.
Karzai’s tally to 48.3%. In theory, the
ECC decisions are binding on the
IEC. The Afghan body, however, said
it had “some reservations” about

the ECC calculations.
Still, it said that it cut Mr. Kar-

zai’s tally to 49.7% because of “time
constraints, the imminent arrival of
winter and existence of problems in
the country.”

According to a Western ambassa-
dor, Mr. Karzai believed in the hours
after the Aug. 20 vote that he had
won an absolute majority, and was
incensed by suggestions at the time
by U.S. special representative Rich-
ard Holbrooke that a runoff would
be necessary.

“Karzai was convinced that
there was an American plot against
him,” the ambassador said. “He did
not want to be branded as a crook.
Until the very last moment, it was
about finding a solution that would
allow him to save face.”

Sen. Kerry heaped generous
praise on Mr. Karzai at their appear-
ance Tuesday in Kabul’s presiden-
tial palace. “With the decision by
the president today, and the move-

ment forward, a time of enormous
uncertainty has been transformed
into a time of great opportunity,” he
said, adding that Mr. Karzai
“showed statesmanship by … em-
bracing the constitution and the
rule of law.”

U.S. President Barack Obama
also welcomed the decision. “The Af-
ghan constitution and laws are
strengthened by President Karzai’s
decision, which is in the best inter-
ests of the Afghan people,” he said.

The prominent role played by for-
eigners in forcing a reluctant Mr.
Karzai into the second round, how-
ever, was also likely to inflame anti-
Western sentiment in the country—
and possibly discredit even further
the Kabul government.

“I didn’t vote in the first round
and I’m not going to vote this time
either,” said Mohammadullah, 28
years old, a guard from Kandahar
province. “My vote doesn’t matter—
the foreigners have the final say.”

Some Afghans who participated
before said they won’t vote again.
“Now the foreigners are disrespect-
ing our votes,” said Muhammad
Aslam Salimi, 25, a computer profes-
sional in Kabul. “I’m not going to
risk myself and my family members’
lives again. Enough is enough.”
 —Peter Spiegel in Washington

and Habib Zahori in Kabul
contributed to this article.
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Karzai concedes to Afghan runoff

Pearson raises full-year earnings view
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Afghan security
forces haven’t yet
made preparations
for the Nov. 7 vote.

A man looks at a newspaper with reports on the Afghan election audit results at a marketplace in Kabul on Tuesday.

Archbishop of Canterbury Rowan Williams, left, from the Anglican church and Catholic
Archbishop of Westminster Vincent Nichols at a news conference in London Tuesday.

By Lilly Vitorovich

LONDON—Pearson PLC re-
ported strong results for the first
nine months of the year and raised
its full year earnings forecast, as the
weak pound boosted sales and its ed-
ucation business beat expectations
despite challenging conditions in
U.S. school publishing.

For the first nine months, Pear-
son, which owns the Financial
Times and Penguin Group, along
with its education business, said
sales for the first nine months rose
20% from a year earlier. Stripping
out currency fluctuation, mainly re-
flecting the decline in the value of
the pound compared with the dollar,
sales they were up 2%. Operating
profit increased 19%, or 3% at con-
stant exchange rates.

Pearson said education, which ac-
counts for 60% of total earnings and

sales, is gaining “significant market
share, with substantial growth in
digital services and continued ex-
pansion into new market segments
and geographies.”

Pearson said the FT Group and
Penguin performed in line with ex-
pectations and benefited from in-
vestment in digital products and
emerging markets.

”We began 2009 in a cautious
mood, wary of the impact of the glo-
bal economic crisis on our company.
We have now seen enough of it to say
that, though no part of Pearson has
been untouched, the company as a
whole has proved its strength,” Chief
Executive Marjorie Scardino said.

Pearson has “steadfastly pur-
sued a strategy based on quality con-
tent, digital innovation, new mar-
kets and efficiency gains. As we look
towards 2010, we intend to be even
more aggressive n these areas--espe-

cially new services and fast-grow-
ing markets,” she said.

In July, the company said it
would invest more than £1 billion
(about $1.64 billion) in new-product
development, including content and
digital services, this year—its larg-
est investment to date--to maintain
growth.

The money will be spent on new
educational material and software,
including digital material, new con-
sumer books from Penguin, and in-
vestment in FT Publishing and the
rest of the FT Group, which earlier
this month launched an online edi-
tion of the “How to Spend It” maga-
zine.

Pearson expects to report full-
year adjusted earnings, which ex-
cludes intangibles such as goodwill,
of at least 60 pence a share, up from
its previous forecast of at least 57.7
pence a share.
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Russia’s pipeline plans move ahead with approvals by Denmark, Turkey

Edison sees boost from new Italian natural-gas terminal

Edison CEO Umberto Quadrino at the Italian company’s new offshore LNG terminal off the coast of Venice.

By Guy Chazan

Crude-oil prices may be showing
signs of a recovery, but natural-gas
prices will stay depressed for years
to come, the head of Italian energy
company ENI SpA said in an inter-
view on Tuesday—and the grim
price outlook could force energy
companies to rethink some invest-
ments in new gas projects.

“Gas prices are going to stay
low for a considerable time—the
next three to four years,” said ENI
Chief Executive Paolo Scaroni. As
a result, “we are looking much
more carefully now at projects
that were in the pipeline.”

For example, poor economics
may prompt ENI to shelve a plan to
double capacity at a big liquefied-
natural-gas plant in Egypt, called
Damietta LNG, Mr. Scaroni said.

The price of gas has tradition-
ally tended to take its cue from
crude prices. But while oil has more
than doubled since its lows
of late 2008, the price of
gas has lagged far behind.

That reflects not only
the recession-driven drop
in demand for the fuel
from utilities and indus-
trial consumers, but also a
big glut of gas in North
America. Advances in drill-
ing technology have al-
lowed producers to tap
huge volumes of gas
locked in dense rock
called shale. That has led to a big
uptick in production and an up-
grading of domestic reserves.

The U.S. price of gas has fallen
to around $5 per million British
thermal units, from more than $13

per million BTUs in July last year.
Meanwhile, crude oil has risen
from around $35 a barrel at the

end of last year to briefly
nudge over $80 Monday,
on a weakening dollar. It
fell back slightly to $78.81
a barrel Tuesday after-
noon on the New York Mer-
cantile Exchange.

Experts agree that the
outlook for natural gas
looks grim, but some say it
will improve after about
2013.

“Once you go out a few
years—and demand recov-

ers and the market absorbs the ex-
cess gas—things look more positive,”
said Frank Harris, a gas analyst at
consultancy Wood Mackenzie. “But
there’s an awful lot of uncertainty
that could change the picture.”

Whatever the long-term out-
look for gas is, some experts note a
fundamental change in the mar-
ket—a “decoupling” of oil and gas
prices, particularly in the U.S.

Oil now costs more than $75 a
barrel, while the equivalent
amount of natural gas costs just
$25. “I don’t see that gap closing
any time soon,” Mr. Scaroni said.

To be sure, most long-term con-
tracts for natural gas—such as
those between Russia’s OAO Gaz-
prom, the world’s largest gas pro-
ducer, and its European customers—
are indexed to the price of oil.

But there is now a big disparity
between the long-term contract
price of gas and the spot price.

Mr. Scaroni said that 18 months
ago, he would have said the Euro-
pean market for natural gas would
grow by 2% a year, as domestic pro-

duction fell and demand for the
clean-burning fuel rose. At that
time, LNG cargoes were selling in
East Asia for $20 per million
BTUs, he said.

Since then, the demand outlook
had changed dramatically. Ger-
many is poised to backtrack on its
decision to phase out nuclear
power, meaning less demand for
gas in Europe’s largest economy, he
said. Meanwhile, it is likely that the
same technology that has been
used to open up shale gas in the
U.S. can now be used to develop un-
conventional gas resources in Eu-
rope, meaning more supply.

Finally, because the U.S. is im-
porting much less LNG, cargoes of
the fuel are now being diverted to
Europe, potentially leading to a glut
that will put further downward pres-
sure on prices.

ENI chief sees drag on natural-gas prices
Scaroni says poor economics may prompt Italian energy giant to shelve some projects currently in the pipeline

By Liam Moloney

ROME—Edison SpA is close to
shaking off its reliance on natural-
gas supplies from its main competi-
tor, Eni SpA, thanks to Italy’s new liq-
uefied-natural-gas terminal and ex-
pects to sell gas abroad in a few
years, Chief Executive Umberto
Quadrino said Tuesday.

The new Rovigo terminal, which
has an annual capacity of eight billion
cubic meters of liquefied natural gas,
will “significantly reduce” Edison’s
dependence on supplies from Eni, Mr.
Quadrino said in an interview, speak-
ing at the terminal’s inauguration.

Edison is expanding its interna-
tional gas investments as part of its
efforts to wean itself off relying on
Eni, Italy’s former monopoly. Last
year, Edison won the tender for
Egypt’s Abu Qir field in a deal valued
at $3.1 billion and it is taking part in
the possible Galsi pipeline project,
which aims to initially supply Italy
with eight billon cubic meters of Al-
gerian gas a year.

As more European electricity gen-
erators opt to be fired by gas, in-
stead of fuel oil and coal, Edison sees
profit opportunities in securing sup-
plies of the low-emission fossil fuel.

Edison has a 10% stake in the new
Rovigo facility, while Exxon Mobil
Corp. and Qatar Petroleum each own
45%. The Italian energy company

will use 80% of the terminal’s capac-
ity, or 6.4 billion cubic meters, for 25
years, while the remaining 20% will

be offered to third-party operators.
The offshore terminal, based

near the northeastern Italian town

of Rovigo, will start operating in No-
vember and will run at full capacity
this year, Mr. Quadrino said.

The move means Italy now be-
comes one of the most important mar-
kets for gas from Qatar—a leading glo-
bal supplier of liquefied natural gas—
with the opportunity of becoming an
entry point for imports to Europe.

Edison forecasts it will sell gas to
other European Union countries by
2016 as new gas infrastructure in Italy
boosts supplies, Mr. Quadrino said.

Edison, which is controlled by
Electricité de France SA and Italian
municipal utility A2A SpA, esti-
mates its gas supplies will reach 23
billion cubic meters in 2013 from the
current 13 billion cubic meters.

Mr. Quadrino said he expects Ital-
ian gas margins to be weak in the
next two to three years amid “mod-
est” demand and increasing supplies
from new import projects. Demand
for gas world-wide has declined
amid the wider economic downturn.

Mr. Quadrino said “all interested
parties are working” on reaching a
transit agreement with Turkey for
the ITGI gas pipeline connecting It-
aly to the Caspian area through
Greece and Turkey. Edison is leading
the efforts for the ITGI project. The
CEO said he hopes coming meetings
between Italy and Turkey will help.

The Milan-based company is also
working on getting Azerbaijan to
award gas supplies from the Shah
Deniz II field, Mr. Quadrino said.
“We plan to get them,” he said.

Paolo Scaroni

LEADING THE NEWS

By Jacob Gronholt-Pedersen

MOSCOW—Russia moved a step
closer to realizing its two major ex-
port-gas pipeline projects under the
Baltic and Black seas to Europe after
receiving long-awaited approval
from Denmark and Turkey.

Denmark gave the green light
Tuesday to construct the Nord
Stream in its section of the Baltic
Sea, becoming the first country to
clear the project.

Countries bordering the Baltic
have worried that the pipeline
would pose a threat to the environ-
ment, but Russia has said it expects
remaining countries—Finland and
Sweden—to approve the project by
the end of the year.

Meanwhile, Russia’s attempt to

push through the South Stream pipe-
line—a sister project to the Nord
Stream—has proved more difficult.
With Turkey’s approval Monday,
however, Russia expects a feasibility
study on the pipeline to be finished in
the beginning of 2010, while actual
construction will begin by year-end.

The pipeline is to supply gas from
the Black Sea’s Russian coast under
the sea to a distribution point in Bul-
garia and is scheduled to start deliv-
eries in 2013.

Turkey’s approval came after Bul-
garia’s new conservative government
threatened to reconsider an already-
agreed pipeline deal with Russia.

Russia is seeking to cement its
role as Europe’s main energy sup-
plier by building the two gas-export
routes under the Baltic and Black

seas—bypassing countries coun-
tries like Ukraine and Belarus that it
considers potentially troublesome.

Europe depends on Russia for
about a quarter of its gas needs,

and critics have said the new pipe-
line projects will increase Europe’s
dependence on Russia—the
world’s biggest energy exporter.
Confidence in the country as a reli-

able supplier has fallen after sup-
plies to Europe were cut off in Janu-
ary during a pricing dispute with
Ukraine, Russia’s main transit
route to Europe.

On Tuesday, Russia gained final
approval from Serbia, a transit coun-
try for South Stream, during a visit
to Belgrade by Russian President
Dmitry Medvedev.

Last year, Russia’s state-con-
trolled gas monopoly OAO Gaz-
prom bought Serbia’s major oil
and gas assets and agreed to route
its South Stream gas pipeline
through Serbia.

The realization of South Stream
now appears more likely than that
of the rival European Union-backed
Nabucco pipeline project, which is
to ship Central Asian and Middle

Eastern gas to Europe via Turkey,
but avoiding Russia. Nabucco, how-
ever, faces problems securing sup-
plies from the region.

Individual EU members’ willing-
ness to expand energy ties with Mos-
cow comes despite concerns in Brus-
sels about growing dependence on
Russian gas.

The Nord Stream pipeline was
agreed between Russian Prime Min-
ister Vladimir Putin and former Ger-
man Chancellor Gerhard Schröder,
who now heads the company behind
the pipeline. German energy compa-
nies BASF AG and E.On AG are part-
ners in the project. Italian Prime
Minister Silvio Berlusconi is a
strong supporter for the South
Stream pipeline, which has ENI SpA
as a partner.

Russia said it expects
Finland and Sweden
to approve Nord
Stream this year.
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Beijing Auto distances itself from employee held in spying

Iran balks at French role in enrichment pact

Qatar fund sells stake in Barclays
Investment firm
converts warrants,
retains 7% holding

Source: Thomson Reuters Datastream

Investors cash in | Barclays daily closing share price
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Investors from Qatar and Abu Dhabi 
take part in £7 billion capital raising

Abu Dhabi Sheik 
Mansour's company 
sells 1.3 billion 
shares for £3.5 billion 

Qatar sovereign 
fund sells 379 
million shares 
for £1.3 billion

Frederic Mondoloni, head of the French delegation, left, walks with Iran’s
ambassador to the IAEA, Ali Asghar Soltanieh, right, at a Vienna meeting Tuesday.
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LEADING THE NEWS

By Sara Schaefer Muñoz

LONDON—Qatar’s sovereign in-
vestment fund sold a £1.3 billion
($2.1 billion) stake in Barclays PLC,
the second large share sale in recent
months by Persian Gulf investors
who bought into the bank last fall as
it scrambled to raise capital at the
height of the financial crisis.

The fund, Barclays’s largest
shareholder, sold 379.2 million
shares in converting half of the war-
rants it received a year ago at an exer-
cise price of 197.77 pence apiece, al-
most doubling its investment. The
fund will continue to hold about a 7%
stake in Barclays, as well as the rest
of its warrants, which expire in 2011.

Barclays Capital and Credit
Suisse Group managed the offering.

Following news of the sale, Bar-
clays shares fell 4.8% to 363.75 pence
on the London Stock Exchange.
Other bank shares also slipped,
and some analysts said the move
by the Qatari fund could signal that

bank stocks have started to peak.
Ahmad Al-Sayed, the chief execu-

tive and managing director of Qatar
Holding LLC, said the decision
“does not impact our current inten-
tion to remain a long-term, strategic
shareholder in Barclays.”

Barclays Chief Executive John
Varley said the deal would broaden
the bank’s shareholder base and keep
Qatar Holding as “a key partner.”

A year ago, Barclays executed a
quick £7 billion capital-raising from

Qatar Holding, a member of Abu Dha-
bi’s royal family and other inves-
tors. The move, criticized by some
of the bank’s shareholders at the
time as too expensive and exclusion-
ary, enabled Barclays to forgo direct
government support.

In June, Sheik Mansour Bin Zayed
Al Nahyan of Abu Dhabi sold 1.3 billion
in Barclays shares he obtained
through convertible notes, reaping a
£1.5 billion profit and sending Bar-
clays share price down 14% that day

(the bank’s shares subsequentlyrecov-
ered). The sheik still owns about £1.5
billionin securities resembling prefer-
ence shares that were part of the ini-
tial investment, as well as warrants on
more than 700 million shares.

Barclays stock dropped around
70% in the months after the Middle
Eastern investors came on board.
Since January, however, the price has
risen roughly sixfold, placing the Qa-
tari investment deeply in the black.

A person close to the matter said
the fund decided to cash in its hold-
ing in a move to diversify its portfo-
lio, rather than over any concerns
about the bank or share price.

The sale fueled speculation that
the Qatari fund might add to its
stake of U.K. grocer J Sainsbury
PLC. The fund already owns 26% of
the food retailer’s shares. A take-
over bid in 2007 by the Qatari fund
failed over disagreements on the
company’s pension fund structure.

Shares of Sainsbury rose 5.4% to
347.80 pence on the London Stock
Exchange.

Qatar has enjoyed years of high
natural-gas prices. Gas prices have
fallen more recently, but much of Qa-
tar’s output is locked up into longer-
term contracts that would shield it
from short-term volatility.

By Patricia Jiayi Ho

BEIJING—Beijing Automotive
IndustryHolding Co., inits firstcom-
ments after a high-profile arrest of
one of its employees in an industrial-
espionage case, asserted its respect
for intellectual-property rights.

The statement from the auto
maker, China’s fifth largest by sales
volume, appeared to be an attempt to
pre-empt suggestions that it may

have benefited from the alleged theft
of trade secrets from Ford Motor Co.

Beijing Auto said it is closely
watching the case involving its em-
ployee, Yu Xiangdong, also known as
Mike Yu, who last week was arrested
and indicted in the U.S. on charges he
stole trade secrets from Ford.

BeijingAuto“hasalwaysrespected
and protected intellectual property
rights,”itsaidinthestatement. “Inthe
development of own-brand cars, the

companyhasalwaysstressedtheculti-
vation of innovation abilities.”

Mr. Yu, who was once a product
engineer at Ford, joined Beijing Au-
to’s research division in November
last year on a three-year contract,
the statement said.

His duties mainly involve com-
puter-aided engineering and auto-
motive-body design, it said, adding
that Mr. Yu applied for leave on Oct.
13 to visit the U.S.

Mr. Yu, 47 years old, worked for
Ford from 1997 to 2007 and had ac-
cess to trade secrets at the U.S. auto
maker, including design documents,
according to a federal indictment.

Just before leaving Ford, Mr. Yu
copied about 4,000 documents onto
an external hard drive, the indict-
ment alleges. Mr. Yu took Ford design
documents to China to assist in his ef-
forts to find work with a Chinese auto
company, the court papers say.

ASSOCIATED PRESS

VIENNA—Talks meant to per-
suade Iran to send most of its en-
riched uranium abroad—and thus
delay its potential to make a nuclear
weapon—bogged down over strong
Iranian resistance to French partici-
pation, diplomats said.

Tuesday was the second day of
talks in the Austrian capital be-
tween Iran and the U.S., Russia and
France over Iran’s nuclear pro-
gram. Discussions were delayed at
least two hours in an attempt to re-
solve the impasse over the French.

Tehran says it needs enriched
uranium for nuclear fuel but the
U.S. and other nations fear that
could be used to make weapons.
The U.S. says Iran is one to six
years away from being able to do
so. Iran had signaled earlier that it
might not meet Western demands
for a deal under which it would
ship most of its enriched material
out of the country.

But a more immediate problem
appeared to be Iranian insistence
that France be excluded from any
participation in plans to turn the
enriched material into fuel for Teh-
ran’s research reactor, diplomats
said. One diplomat suggested the
talks could fail unless the problem
was resolved.

Iran, which holds a 10% share in
a nuclear plant in France, came to
the talks vociferously critical of

French President Nicolas Sarkozy’s
government for withholding en-
riched uranium from that facility.
Areva SA, the state-run French nu-
clear company, has described Iran
as a “sleeping partner” in the plant,
which Tehran bought into more
than three decades ago.

Iran is under three sets of
United Nations Security Council
sanctions for defying demands
that it freeze uranium enrichment.
The sanctions include embargoes

on all shipments of sensitive nu-
clear materials or technology.

In Tehran, Iranian Foreign Min-
ister Manouchehr Mottaki played
down the problem. “There are side
issues ... with France,” he told re-
porters. “We will talk about it
when time is right.”

As the meeting was about to re-
convene, diplomats said discus-
sion was focusing on a possible
compromise that would involve
Russia signing a deal with Iran to

enrich the material and then “sub-
contracting” to France to turn it
into fuel rods. That would formally
meet Tehran’s concerns Paris not
be directly involved.

International Atomic Energy
Agency chief Mohamed ElBaradei
said the negotiations between Iran
and the U.S., Russia and France got
off to a “good start” Monday. How-
ever, three diplomats familiar with
the discussions suggested little
was accomplished besides outlin-
ing both sides’ positions.

If Iran does what the West says
it has already agreed to do, it
would turn over more than 2,600
pounds (1,200 kilograms) of low-
enriched uranium—as much as
75% of its declared stockpile. Tenta-
tive plans would be for further en-
richment in Russia and then con-
version in France into metal fuel
rods for Iran’s nuclear reactor.

Iran’s agreeing to ship most of
its enriched uranium abroad would
significantly ease fears about
Iran’s nuclear program, since
2,205 pounds is the commonly ac-
cepted amount of low-enriched ura-
nium needed to produce weapons-
grade uranium.

Based on the present Iranian
stockpile, the U.S. has estimated
Tehran could produce a nuclear
weapon in 2010 to 2015, an assess-
ment that broadly matches those
from Israel and other nations.

By Natasha Brereton

Bank of England Governor
Mervyn King said heightened regula-
tion couldn’t prevent financial spec-
ulation that results in bank failures,
and called for large banks to be split
up so that governments could more
cleanly support their socially impor-
tant activities.

“The sheer creative imagination
of the financial sector to think up
new ways of taking risk will in the
end, I believe, force us to confront
the ‘too important to fail’ question,”
Mr. King said in a speech to Scottish
businessmen Tuesday. “The belief
that appropriate regulation can en-
sure that speculative activities do
not result in failures is a delusion.”

Mr. King has already expressed
his worries about the risks inher-
ent in large financial institutions,
notably in a speech in June. On
Tuesday, Mr. King said the capital
requirements that regulators can
impose on large banks to ensure
they will survive a financial shock
are often arbitrary.

The unpredictability of crises
makes it hard to know how much
capital would be appropriate, and al-
lowing too-important-to-fail institu-
tions to exist would probably neces-
sitate a special resolution regime
for all banks that could fall into this
category, he said.

The other option, Mr. King said,
would be to draw a clear distinc-
tion between utility banking and
other activities that can be left to
the control of market discipline, re-
stricting government guarantees
to what he deemed banks’ socially
necessary functions.

“There are those who claim that
such proposals are impractical. It is
hard to see why,” Mr. King said, not-
ing that prudential regulation al-
ready distinguishes between differ-
ent types of banking activities.

While he welcomed growing glo-
bal support for banks to write living
wills that would outline how they
could be unwound in the event of
their failure, “without separation of
the utility from other components
of banking it will be necessary to de-
velop detailed resolution proce-
dures for a very wide class of finan-
cial institutions,” he said.

Mr. King said there was a strong
case for a “serious review” of the
structure and regulation of the bank-
ing industry. He pointed out the
high concentration of the U.K. finan-
cial sector by international stan-
dards, and expressed the hope that
greater competition would result in
“less rigidity” in the composition of
the top four banks.

He also said that those banks
that are being supported by the
government must not be encour-
aged to try to “earn their way out”
of that support by restarting the
type of practices that got them
into trouble initially.

Mr. King also said Tuesday that
he expected to see “modest” growth
in U.K. economic activity in the sec-
ond half of this year, but that output
was likely to stay “well below” levels
seen last year for sometime to come.

The Conservatives’ shadow fi-
nance minister, George Osborne, ex-
pressed support for Mr. King’s analy-
sis “of how the government’s sys-
tem for regulating banks failed and
how there has been ‘little real re-
form’ since is one I share.”

King repeats call
to split up banks
that are too big
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Berlin

T
HE WORLD BELIEVES
Ronald Reagan, Mikhail
Gorbachev and peaceful
protests brought down
the Berlin Wall. But for

those who had front-row seats, the
argument boils down to Ehrman ver-
sus Brinkmann.

Riccardo Ehrman, a veteran Ital-
ian foreign correspondent, and Peter
Brinkmann,a combativeGermantab-
loid reporter, both claim they asked
the crucial questions at a news con-
ference on Nov. 9, 1989, that led East
German Politburo member Günter
Schabowski to make one of the big-
gest fumbles in modern history.

Mr. Schabowski was supposed to
announce a temporary bureaucratic
procedure that would make it easier
for East Germans to travel abroad, a
tactic aimed at shoring up the Com-
munist regime in the face of
mass demonstrations.

Instead, he inadvert-
antly opened the Berlin
Wall.

When his fellow Commu-
nist leaders decided on new
travel regulations, Mr.
Schabowski was out of the
room. Later that evening he
skim-read the executive or-
der, stuffed it in his brief-
case, and headed off to brief
the world’s media.

Pressed on the meaning
of the new travel policy—When did
it come into force? Did it apply to
West Berlin? Did people need a pass-
port?—the flustered apparatchik
rustled his papers and gave confus-
ing answers that led the news media
to believe the border was open, with
immediate effect.

The result, once East Berliners
had seen that night’s news on West
German television, was chaos at bor-
der crossings across the city.

At Bornholmer Strasse, one of
the main checkpoints in central Ber-
lin, confused border guards couldn’t
get clear orders on how to deal with

the crush, and debated whether to
open fire. Instead, they opened the
barrier, and the Berlin Wall was his-
tory. The events have been chroni-
cled by Hans-Hermann Hertle, a his-
torian who specializes in the fall of
East Germany.

As the 20th anniversary of that
tumultuous night nears, a dispute is
heating up over who flummoxed Mr.
Schabowski.

Among those who are aware of
the incident, Mr. Ehrman generally
gets credit. In 2008 Germany’s presi-
dent awarded Mr. Ehrman the coun-
try’s highest honor, the Federal
Cross of Merit. “His persistence at
the press conference finally elicited
the crucial statement” that brought
down the wall, the citation said: “His
name stands for…German unity.”

Mr. Ehrman, now 80 years old
and retired, recalls asking the first

question about freedom to
travel, and the first fol-
low-up questions that rat-
tled the Politburo spokes-
man.

“The surprising fact is
that I apparently was the
only journalist in the room
who understood the mean-
ing of Schabowski’s
words,” Mr. Ehrman says.

He remembers quickly
leaving the press confer-
ence and sending his em-
ployer in Rome, news

agencyANSA,theheadline:“TheBer-
lin Wall has collapsed.” His editor
there said he had gone pazzo, crazy,
and at first refused to run the story.

That heady night, cheering East
Germans queueing to pass through
the Wall recognized the Italian from
TV and hoisted him onto their shoul-
ders.

But Mr. Ehrman is puffing up his
role, says Mr. Brinkmann, who
worked for Bild-Zeitung, Germany’s
mass-selling tabloid, famous for its
shrill headlines, short articles and
topless front-page models.

Mr. Ehrman merely posed a ques-

tion about a previous travel pro-
posal, Mr. Brinkmann says. The cru-
cial questions about timing and
West Berlin were his alone, he says.

And while Mr. Ehrman was being
feted that night, Mr. Brinkmann, by
his own account, wasn’t yet done
bringing down communism. He says
he secured the opening of Check-
point Charlie, the Wall’s most fa-
mous crossing, by arguing with its
guards.

When his rival got a medal, a deci-
sion Mr. Brinkmann calls “non-
sense,” Mr. Brinkmann wrote the
German president to set the record
straight.

“The annoying thing is you can’t
see me on the TV footage—you can
only see Ehrman and Schabowski—
but you can hear me,” says Mr. Brink-
mann. He adds, for anyone who
thinks it is the Italian posing ques-
tions, that it is “funny how Ehrman
suddenly develops perfect German”
during the exchanges.

Mr. Brinkmann thought he had

picked the best seat in the house:
front row and center. The German
tabloid reporter occupied the chair
with his jacketthreehours before the
news conference in East Berlin be-
gan.

Mr. Ehrman arrived so late that
all seats were taken, so he sat on the
edge of the podium, in full view of
the cameras.

Mr. Brinkmann, now 64, is trying
to fight his way into the history
books with a public-relations offen-
sive. He has persuaded some histori-
ans and TV documentary makers of
his story, and he is spreading the
word on Twitter.

“Am angry that Riccardo Ehrman
falsely gets the credit for calling out
‘When? Immediately?’ when the
Wall fell in 1989,” Mr. Brinkmann
tweeted recently.

Mr. Ehrman counters that he has
never even heard of Mr. Brinkmann.
“Anybody is free to claim whatever
they like, but the record is clear,” Mr.
Ehrmansays.“Itwasa sortofconver-

sation between Schabowski and my-
self. This, Schabowski admits.”

Mr.Schabowski,now 80,has been
in and out of hospital this year and is
too sick to give an interview. Mr.
Brinkmann is trying to get the ailing
former East German Politburo mem-
ber to sign a statement backing his
version. “Then I can show everyone,”
Mr. Brinkmann says.

Mr. Ehrman says he is “offended”
thatsome German media andhistori-
ans have recently cast doubt on his
role in 1989. “Some said it was just a
fluke, while others said I was a tool of
the [East German] regime,” he says.

Archive footage from East Ger-
man television packs some surprises
that nobody quite remembers.

For an hour, the press conference
is a nonevent. In a cramped room
clad in the Soviet bloc’s regulation
brown paneling, Mr. Schabowski
rambles on about the party leader-
ship’s deliberations that day.

With time running out, Mr. Ehr-
man asks about travel restrictions.
Mr. Schabowski drops the bomb-
shell that the regime has decided to
allow East Germans to travel west or
emigrate.

Three reporters launch a rapid-
fire cross-examination: Mr. Ehrman,
Mr. Brinkmann—and Krzysztof Jan-
owski, a political refugee from Com-
munist Poland who worked for Voice
of America (and who now says he
doesn’t remember details of the
day). Together, the trio cause Mr.
Schabowski to scratch his head and
read his brief aloud, learning its con-
tent himself as he goes.

Finally, a fourth voice draws Mr.
Schabowski’s eyes to the opposite
side of the room. The voice repeats
the key question: “When does that
go into effect?” The Politburo mem-
ber scans his papers and quotes
words out of context: “Immediately.
Without delay,” he blunders.

The fourth man has never been
identified.
 —Almut Schoenfeld

contributed to this article.

For East Germans, Egon Krenz was contradictory figure
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Dispatch / By Marcus Walker

At left, Egon Krenz at a news conference Nov. 1, 1989, in Moscow. At right, a Wall Street Journal article from Oct. 23, 1989.

The Nov. 9, 1989, press conference at which East German Politburo member
Günter Schabowski inadvertently opened the Berlin Wall.

Who really brought down the Berlin Wall?

Peter Brinkmann

As we approach the 20th anniver-
sary on Nov. 9, we will chronicle the
events that precipitated the fall of
the Berlin Wall as they played out in
the pages of The Wall Street Journal.

East Germans weren’t sure what

to make of their new leader, Egon
Krenz. While he didn’t appear to be
the “knee-jerk hard-liner” many ini-
tially expected, he also didn’t seem
ready to initiate broad changes.

In a nation where humor had
long been the only way to express po-
litical criticism, Mr. Krenz was
“such a contradictory figure that no-
body has even come up with any
good jokes about him,” according to
the Journal. One East Germany
woman told the newspaper: “You
have to have clear feelings about
someone before you can make jokes.
With Krenz, we just don’t know
what to expect.”

East German media reported
that Mr. Krenz and Soviet leader
Mikhail Gorbachev had spoken by
telephone, with Mr. Krenz acknowl-
edging that East Germany could

learn from Moscow’s glasnost poli-
cies. “Already last week, Mr. Krenz
started overhauling East Germany’s
heavily censored and notoriously
boring news media,” the Journal
wrote. East German television be-
gan airing a talk show in which view-
ers call in questions for a panel of of-
ficials to answer, and the nightly
news and daily newspapers were
also getting a visible injection of So-
viet-style glasnost.

Other changes, including easing
restrictions on travel for East Ger-
mans, were expected. But whether
such moves would win back the con-
fidence of East Germans, depended
largely on whether they feel they
can trust Mr. Krenz.

“And that’s a problem,” the Jour-
nal wrote. “Mr. Krenz is not only
closely identified with his mentor,
[Erich] Honecker, but also blamed
for ordering violent police action
against protesters this month and
for praising China for sending tanks
against student demonstrators.”

“I hope he grows with the job,”
says Rainer Eppelmann, a Protes-
tant pastor in East Berlin. “The most
important thing is that he have a
chance.”

ON OTHER FRONTS

East and West
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Adecco buys MPS for $1.3 billion
Swiss company widens its lead among staffing firms, becomes more resilient

ZURICH—Staffing company Ad-
ecco SA on Tuesday said it has
bought U.S.-based MPS Group Inc.,
a specialist in placing professional
workers, for $1.3 billion.

The deal extends Adecco’s lead
as the world’s biggest staffing com-
pany by revenue and makes it more
resilient to the economic downturn
that has hammered recruitment
markets. It also marks a new phase
in the consolidation of the frag-
mented staffing market and gives
Adecco a greater presence in the
U.S., the home market of its closest
rival, Manpower Inc.

However, the Swiss company
said this would also be its last ma-
jor acquisition for a while as it
seeks to preserve cash and its in-
vestment-grade rating.

MPS reported $2.2 billion of rev-
enue in 2008, adding to the €20 bil-
lion ($30 billion) that Adecco gener-
ated. Manpower reported 2008
revenue of $22 billion.

Staffing markets have contracted
in the past year as companies have
stopped hiring or laid off workers in
response to the economic downturn.
Recruiting companies such as Man-
power and Adecco have seen reve-
nue drops and have cut costs and
some of their own employees.

But the downturn hasn’t stopped
some big staffing companies from
buying smaller rivals as they seek to
take advantage of cheap asset
prices, position themselves for a re-
covery and buy operations that are
more resilient to the downturn. Ad-
ecco earlier this year acquired
U.K.-based recruiter Spring Group
Ltd. for £108 million ($176.8 mil-
lion), following last year’s multibil-
lion dollar takeover of Dutch re-
cruiter Vedior by peer Randstand

Holding NV.
Manpower in 2008 acquired

companies in the Middle East and
the U.S. During the credit crisis,
however, the company shelved po-
tential takeover plans.

The acquisition of MPS gives Ad-
ecco bigger professional-staffing op-
erations—a high-margin business
that places highly educated person-
nel such as medical staff and makes
up about one third of the €200 bil-
lion annual global recruitment in-
dustry. Adecco expects the sector to
grow in coming years.

Before the economic downturn,
the professional-staffing industry
grew at a rate of about 9% annually,
while the placement of blue-collar

workers rose about 3%, according to
estimates by industry experts.

“With this takeover, we are
strengthening our professional
staffing business and profitability,”
said Chief Executive Officer Patrick
de Maeseneire, who joined the
world’s largest recruiter earlier this
year. “The ratio of the professional
staffing business will move up to
25% from 17% at the moment.”

MPS, of Jacksonville, Fla., gener-
ates the bulk of its sales by placing
specialized staff in the informat-
ion-technology, finance, and engi-
neering industries in the U.S. and
U.K. The companies expect the deal
to be completed in the first quarter
of 2010.

Adecco will pay $13.80 per MPS
share, a 24% premium to the U.S.
company’s Monday closing price. To
finance the acquisition, Adecco will
launch a 900 million Swiss franc
($889 million) convertible bond.
Standard & Poor’s put Adecco’s tri-
ple-B rating on negative watch and
warned it could cut the rating to tri-
ple-B-minus. Adecco shares fell 5.3%
ito 51.70 francs in Zurich.

“This takeover will be the last
big acquisition for the time being,”
Adecco CEO de Maeseneire said in
an interview. The acquisition will
add to profit one year after the deal
closes, Adecco said.

—Katharina Bart contributed
to this article.

BY GORAN MIJUK

*In 1996, Swiss Adia, founded in 1957, merged with French company Ecco, founded in 1964. Source: the companies

Founded

Headquarters

Offices

Employees

CEO

2008 revenue,
in billions

Manpower

1948

Milwaukee

4,100 in 82 countries

30,000

Jeffrey A. Joerres

$22 (89% from outside
the U.S.)

Adecco

1996*

Zurich

5,800 in more than 60 countries MPS: more than 220 in 12 countries

over 29,000 MPS: 3,500

Patrick de Maeseneire

$30 (13% from the U.S. and Canada)
MPS: $2.2 (42% from outside the U.S., 34% from the U.K.)

Old rivals
The acquisition of MPS strengthens Adecco’s lead as the world’s biggest staffing company by revenue ahead of
U.S.-based Manpower.

Employees enter the Adecco headquarters

Price battles
take their toll
on Ahold sales

AMSTERDAM—Ahold NV posted
a smaller-than-expected 4.3% rise in
third-quarter sales amid mounting
price wars in the U.S.

Netherlands-based Ahold, which
earns about 60% of its revenue in
the U.S., said that despite volume
growth in all of its markets, sales
were hit by “deflation and trading
down by customers.” It said that in-
creased promotional activity contin-
ued, especially in the U.S.

In recent months, Belgium-based
Delhaize Group SA has, along with
U.S.-based rivals Supervalu Inc. and
Safeway Inc., warned that price
competition and the use of promo-
tions is increasing. Delhaize oper-
ates the Food Lion, Hannaford and
Sweet Bay chains in the U.S.

Ahold’s sales in the three months
ended Oct. 4 rose to €6.04 billion,
or about $9 billion, from €5.79 bil-
lion a year earlier. A Dow Jones
Newswires poll of seven analysts
forecast sales of €6.07 billion. Strip-
ping out currency fluctuations, sales
were up 2.6%.

At Ahold’s key U.S. chains, Stop
& Shop and Giant-Landover, sales
rose 1.9% to $3.98 billion. Trans-
lated into euros, net sales increased
5.5%. Ahold’s Giant-Carlisle chain
saw sales inch up 0.8% in the third
quarter to $1.1 billion.

Sales at its Albert Heijn unit in
the Netherlands were up 5.4% at
€2.1 billion. However, sales in stores
open at least a year dropped 0.4%.

Sales at the Albert/Hypernova
chain in the Czech Republic and Slo-
vakia, meanwhile, dropped 8% to
€378 million, after the company
shut a number stores as part of a
restructuring program.

BY MAARTEN VAN TARTWIJK
AND ANNA MARIJ VAN DER MEULEN

Catalog retailer Quelle
to close, pinched by Web

NUREMBERG, Germany—German
mail-order company Quelle is shut-
ting down more than 80 years after
revolutionizing the country’s retail
landscape, having missed customers’
move to online shopping.

The unit of insolvent German re-
tailer Arcandor AG failed to find
new investors and will be closed,
Arcandor’s insolvency administrator
Klaus Hubert Görg said on Tuesday.

Quelle employees will receive
their final salary in October and will
be dismissed on Nov. 1. “This is a
particularly bad way of going
broke,” said Mr. Görg. He added that
he was pleased he was at least able
to pay out the final salary, which
was originally meant to pay for
merchandise.

Mr. Görg said there were origi-
nally 32 interested buyers for the
unit, though that dwindled to four.
With Quelle unable to deliver strong
sales or a realistic business plan,
those potential investors faded, too.
Mr. Görg said he would have ac-
cepted even “a negative purchase
price,” but no party came forward.

”It’s over, crying doesn’t help,”
said Quelle employee Marianne

Thieg. A colleague added: “Quelle is
dead.”

Quelle’s foreign business is
healthy and will “now be sold
promptly in an independent sale
process,” the administrators said
late Monday. At least half of the
10,500 employees of Arcandor’s Pri-
mondo unit, which Quelle is part of,
could lose their jobs, but no official
figures have yet been given.

”Quelle is a tragic story, because
the mail-order business in general
works quite well,” said Marco Atz-
berger, retail expert at the EHI re-
tail institute. “They failed to inte-
grate the online business properly
and relied too strongly on the cata-
log business.”

Quelle was founded by Gustav
Schickedanz in 1927. Mr. Schicke-
danz named it after his business
idea to sell products directly to the
customers right from the source, or
“Quelle,” in German. But the emer-
gence of the Internet took shoppers
online, rapidly boosting sales of on-
line retailers such as Amazon.com
Inc. and EBay Inc.

Arcandor, which also owns the
Karstadt department-store chain,
filed for bankruptcy protection in
June.
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Shock treatment
Government-offered incentives 
and funding to promote electric 
vehicles

Note: Funding figures for China and U.S. are 
converted from dollars at current rate
*Government rebate or tax incentive to 
stimulate sales of electric vehicles over regular 
gasoline or diesel cars
†National funding of R&D and retooling
Sources: GTZ, Portfolio.com, Citi Investment 
Research and Analysis

France

Germany

Spain

U.K.

China

Japan

U.S.

Œ5,000 -

-

- Œ500

7,000 245

5,800 290

6,240 939

10,636

5,318 1,609

Incentives to 
buy a car (max)*

Funding,
in millions†

Governments around the world
are increasingly pumping money
into electric car projects, hoping
the new vehicles can be part of the
solution to major problems from
global warming to dependence on
oil.

China, the U.S. and France are
among the governments that have
so far pledged to spend up to $15 bil-
lion in the next five years in tax in-
centives, levies, subsidies and con-
sumer bonuses to help car compa-
nies develop electric cars, accord-
ing to the Boston Consulting Group.

The aid is crucial to car makers’
chances of success in turning elec-
tric cars into mass-market prod-
ucts. At the Tokyo Motor Show,
which opens to the media on
Wednesday, Nissan Motor Co. plans
to unveil a new electric car resem-
bling a scooter. It is also aiming for
20,000 orders of another electric
car, the Leaf, in the U.S. next year.

But car makers are being held
back by the high cost of developing
and running them—and the techni-
cal difficulty of keeping them
charged.

It’s a chicken-and-egg challenge

facing many new mass-market
products: Consumers will buy elec-
tric cars only when they are cheap
and convenient enough to use, but
that will happen only if lots of peo-
ple buy the vehicles. So govern-
ments are trying to kick-start the
market.

“Government help is absolutely
imperative at least over the next
few years,” says Mitsuhiko Yamash-
ita, Nissan’s head of technology and
product development. “Without
those incentives, the electric-bat-
tery car is not going to be accepted
in the marketplace anytime soon
and anywhere around the world.”
Policy makers say governments like
the idea of electric vehicles because
regular gas automobiles depend on
oil that is often imported and is a
major cause of carbon-dioxide emis-
sions, which they have pledged to
cut.

Even cars that run off coal-pro-
duced electricity produce far less
carbon dioxide than a gasoline en-
gine. In the case where electricity is
produced by nuclear and wind
power, almost no carbon dioxide is
produced.

By giving financial aid, govern-
ments are also giving their car mak-
ers a head start in a potentially big
future industry.

Past attempts to commercialize
electric vehicles have always floun-
dered: The batteries cost too much,
running out hours before the cars
had driven very far and then taking
hours to recharge.

Recently, however, the technol-
ogy has improved. So-called con-
cept electric cars aimed at the mass
market claim to be able to run about
100 miles on a single charge thanks
to new battery technology. The cost
of batteries is still way too high,
however, costing some $10,000
each. Japan’s Mitsubishi Motors
Corp. has put a small electric car on
sale at four million yen, or more
than $40,000, but is losing money
even at that price.

“The most important thing that
governments do is to give signals to
consumers for what the expecta-
tion is for adoption of electric vehi-
cles in the future—like an announce-
ment to get off oil,” says Shai
Agassi, chief executive of Better

Place PLC, which is developing re-
charging and battery-swapping sta-
tions in Israel and Denmark.

The main way governments are
contributing to electric-car develop-
ment is through consumer incen-
tives. France has announced a
Œ5,000 bonus ($7,500) for buyers of
cars with very low emissions, and it
slaps a penalty tax on gas-guzzlers.
China is running a 20 billion yuan in-
centive program ($2.9 billion) for
public and service-sector vehicles,
such as buses, taxis and govern-
ment-use vehicles. In Japan, central
and local government subsidies will
amount to $10,000 per car in some
cases.

Israel taxes cars that use gaso-
line by as much as 92% of their
value, but it has reduced the tax to
10% for electric cars. Denmark lev-
ies a tax of more than the price of

the car for some vehicles, but will re-
duce this to zero for electric mod-
els.

The other major government in-
vestment is in electric-vehicle tech-
nology. The U.S. government earlier
this year offered $2.4 billion in
grants to develop green auto tech-
nology, some of which is going to
batteries.

Since the beginning of the cen-
tury, China has been funding “new
energy” vehicles, which include
electric and other low-emission
cars. In January, it announced an ad-
ditional 10 billion yuan in such
funds from this year to 2011.

The immediate motivation for
China is to combat rising energy
costs, which could otherwise
threaten the country’s fast growth.
Cities would also like to reduce pol-
lution, and local governments have

said they will start running fleets of
electric buses.

In addition, China sees an op-
portunity to jump into the car in-
dustry despite getting a late start
in production of traditional cars.
Electric vehicles provided an op-
portunity for China to “catch up
with and exceed developed coun-
tries” in the auto industry, Chinese
Technology Minister Wan Gang
told an industry conference earlier
this year.

Though every mass-market auto
maker has an electric car prototype,
there are few on the road. If the first
models flop because they are still
impractical, or if the recent surge in
the price of oil fades, governments
might lose interest.

 —Ellen Zhu in Shanghai
contributed to this article.

Electric cars find power in governments
Countries, motivated by global warming and oil prices, help with costly technical hurdles to a mass market

GM-Magna deal hits bump as Spanish unions plan strike

Nissan’s electric car, the Leaf, shown during an opening ceremony August of the company’s headquarters in Yokohama, Japan.

MARKETPLACE

By Sebastian Moffett in Paris
and Norihiko Shirouzu in Beijing

By Christoph Rauwald

And Christopher Bjork

FRANKFURT—General Motors
Co. on Tuesday appeared close to fi-
nalizing the sale of its European op-
erations to Magna International
Inc. after the European Commission
said it doesn’t want to block the
deal, but the plan hit another bump
when Spanish labor unions turned
down Magna’s offer and scheduled a
four-day strike.

Spanish union official Ana
Sanchez said that unions called
strikes for Oct. 28 and 30 and Nov. 3
and 5 at the GM plant in Zaragoza,
Spain, after failing to reach an agree-
ment with Magna on job cuts. The
union has also called plenary meet-
ings—which would temporarily halt
production—on Tuesday and again
Oct. 27.

Ms. Sanchez said the unions

hope the strikes will force Magna
back to the table for further negotia-
tions and to provide clarity on job
cuts and what models will be pro-
duced in Zaragoza. A spokesman for
Magna wasn’t immediately avail-
able for comment.

Magna initially told Spanish
unions to expect about 1,700 job
cuts at the Zaragoza plant, out of a
total of 7,500 workers, with plans to
move part of the production to Ger-
many. That number was later re-
vised down to 1,322 workers and 68
managers, Ms. Sanchez said.

Magna has pledged to retain all
four German Opel plants, despite
cutting 4,000 jobs there, after
clinching a tentative agreement for
the deal in May. As part of the deal,
the German government will pro-
vide loans and guarantees of up to
Œ4.5 billion ($6.72 billion) to Magna
to help it rebuild Opel.

Talks over possible financial con-
tributions by other European gov-
ernments have been dragging on for
several weeks as Germany’s strong
involvement sparked concerns in
other countries with Opel plants
over large-scale cutbacks. Magna
has reached provisional agreements
with unions in Germany, the U.K., Po-
land, Austria and Belgium.

The agreement of European la-
bor unions to contribute a total of
Œ265 million in annual cost savings
is an important part of the planned
deal with Magna and its Russian
partner OAO Sberbank.

The European Commission’s anti-
trust enforcer said Tuesday it has no
plans to block the deal, just days af-
ter European Competition Commis-
sioner Neelie Kroes voiced criticism
of Germany’s aid for Opel. Ms. Kroes
said there are “significant indica-
tions” that the planned German aid

for Opel doesn’t comply with Euro-
pean Union competition rules.

“It is not the intention of the Eu-
ropean Commission to block any par-
ticular deal. Rather it is our inten-
tion to ensure that money made
available is under conditions accept-
able under state aid, internal-mar-
ket rules,” commission spokesman
Jonathan Todd told reporters.

The commission wanted to en-
sure that the financial aid promised
by the German government to Ma-
gna would also be available if GM
chose another investor to buy con-
trol of Opel, Mr. Todd said. The Ger-
man government has written both
to the Opel Trust—a group of inves-
tors looking after GM’s European op-
erations—and GM clarifying that
the financial aid will be available to
other possible buyers, and the ball is
now in GM’s court, Mr. Todd added.

The chairman of the Opel Trust,

Fred Irwin, said in a radio interview
that GM’s board will meet Tuesday
or Wednesday to discuss the future
of Opel, suggesting that a decision is
drawing closer.

Opel has only enough funds to
keep operating until mid-January
2010. For this reason, a final deci-
sion must be made as soon as possi-
ble and it isn’t in the interest of the
trust to repeat the bidding process,
Mr. Irwin said.

The deal initially was expected to
be signed early October, with the
closing planned for the end of No-
vember, but has been delayed sev-
eral times as talks over labor issues
and terms and conditions of the
state aid backing the deal dragged
on.
 —Peppi Kiviniemi

and Nico Schmidt
contributed to this article.
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PPR’s sales show broad weakness
French holding company’s revenue fell 7.6% in quarter, with most units affected

PARIS—French holding company
PPR SA reported a 7.6% decline in
third-quarter revenue as sales
slumped in almost all divisions,
from its luxury-goods operations to
its African car distributor.

The company, which has busi-
nesses stretching from mass-market
catalog companies and Puma sports-
wear to high-end fashion brands in-
cluding Gucci, Bottega Veneta and
Yves Saint-Laurent, posted third-
quarter sales of €4.56 billion ($6.81
billion), down from €4.94 billion a
year earlier. The year-earlier figure
excludes the contribution of assets
sold.

The company didn’t publish net-
profit figures.

“PPR faced the convergence...of
several unfavorable factors,” Chair-
man and Chief Executive François-
Henri Pinault said, citing a lacklus-
ter macroeconomic environment
and lower tourist activity. He said
the company would redouble efforts
to revitalize its business units, with
marketing initiatives, for example.

PPR this month announced plans
to list CFAO, which distributes cars
and pharmaceutical products across
a stretch of Africa. The unit posted
a 17% drop in quarterly sales to
€598 million, hit by falling car sales.

The plans to spin off CFAO,
which is valued at about €2.2 bil-
lion, analysts say, have increased
speculation that the sprawling com-
pany wants to focus on its high-end
consumer businesses.

PPR struggles to explain the

logic of keeping such diverse activi-
ties. The company has sharpened its
business focus on brands in recent
years, selling off sprawling interests
including department-store chain
Printemps, cosmetics business YSL
Beauté and computer retailer Sur-
couf. It has acquired German show
and sportswear company Puma AG.

The company’s vast retail opera-
tions have been hit hard by the eco-
nomic crisis. Its Redcats catalog di-

vision, which sells large-sized
clothing in the U.S. and household
brands in Europe, reported a 10%
drop in sales, to €753 million.

Book retailer FNAC, the only unit
to eke out growth, posted €977 mil-
lion in revenue, up 0.4%.

Sales at PPR’s luxury division fell
6.4%. Amid the economic turmoil,
retailers have reduced inventory and
delayed orders, affecting fashion
companies across the sector.

Analysts have begun increasing
their forecasts for the luxury-goods
sector on signs the drop-off in sales
of high-end goods may stabilize. In-
dustry giant LVMH Moët Hennessy
Louis Vuitton SA on Monday said
third-quarter sales slipped 0.6%.

PPR shares closed at €85.17
Tuesday. They have risen over 80%
since the beginning of the year,
largely outpacing the CAC-40 index,
up just over 20% over the period.

BY MIMOSA SPENCER

The FNAC retail chain, which sells books, music and DVDs, was PPR’s only unit to show revenue growth—but barely.
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HAL to inject funds into Safilo of Italy
Italy-based Safilo Group SpA,

maker of Gucci and Dior eyewear,
said its board approved a recapital-
ization plan under which Dutch
shareholder HAL Holding NV would
end up owning as much as half the
company.

HAL will inject new funds of
about €280 million, or about
$420 million, which Safilo will use
to strengthen its capital structure
and partially repay about €185 mil-
lion of debt. HAL, which holds 2% of

Safilo, will increase its stake to be-
tween 37.23% and 49.99%, Safilo
said late Monday.

HAL will buy €195 million of out-
standing high-yield 2013 notes is-
sued by Safilo Capital International.
The recapitalization is conditional
on the successful completion of
HAL’s cash tender offer on the
notes, which needs to reach an ac-
ceptance threshold of at least 60%.
Failure to reach that threshold
would trigger a series of new steps,
including a rights issue for a total of
€250 million.

Safilo also agreed on the restruc-
turing of its senior debt facilities,
through an arrangement with its
main financing banks, Intesa San-
paolo SpA and Unicredit SpA. The
company’s €300 million senior debt
facilities with those banks will be
extended to June 30, 2015 from
Dec. 31, 2012.

The eyewear maker also agreed
to sell HAL some of its noncore re-
tail chains, such as Loop Vision in
Spain, Just Spectacles in Australia
and its retail activities in China. In
addition, it will sell HAL its Sun-

glass Island and Island Optical shop
chains in Mexico. The move would
free up Safilo to concentrate on pro-
duction and licenses while HAL han-
dles distribution.

Safilo also reported weak third-
quarter earnings, citing challenging
and uncertain market conditions.
The company’s revenue for the three
months ended Sept. 30 declined 7%
to €213 million from the year-earlier
period. Earnings before interest,
taxes, depreciation and amortization
fell to €3.5 million from €16.7 mil-
lion.

BY ENZA TEDESCO

Lockheed forecasts earnings will decline next year
Slower spending growth at the

U.S. Defense Department led Lock-
heed Martin Corp. to forecast a de-
cline in earnings next year, Chief Fi-
nancial Officer Bruce Tanner said as
the company reported a 1.9% in-
crease in third-quarter profit.

United Technologies Corp.’s
quarterly profit, meanwhile, fell 17%
on continued sales weakness.

A number of Lockheed’s defense
contracts, such as for the U.S. presi-
dential helicopter, have been can-
celed this year, leading to a near-
term slowdown in overall revenue
growth.

But “there could be upside in
both our information-systems and
global-services, and aeronautics
businesses,” especially if the pace of
contract protests slows down, Mr.

Tanner said Tuesday.
Pentagon support for Lockheed’s

F-35 jet fighter and other large pro-
grams bodes well for the Bethesda,
Md., contractor in the long term,
Mr. Tanner said.

The company raised its 2009
earnings forecast by 25 cents to
$7.40 to $7.60 a share and stood by
its revenue outlook of $44.7 billion.
Lockheed projected 2010 earnings of
$7.05 to $7.25 a share on revenue of
$46.3 billion to $47.3 billion.

He said the company’s aerospace
operation next year is likely to over-
take information-systems and global
services as Lockheed’s largest busi-
ness unit. “But it’s good to have
some sibling rivalry,” he said.

Lockheed posted a profit of
$797 million, or $2.07 a share, com-
pared with $782 million, or $1.92 a
share, a year earlier.

Revenue increased 4.5% to
$11.06 billion.

At United Technologies, the
earnings decline came even as a
slowdown in orders earlier in the
year appeared to have stabilized.

The company said cost cuts will
lead to earnings growth next year as
the world economy gets back on its
feet. United Technologies’ restruc-
turing program. which cut 15,000
jobs, has cost $800 million this year,
more than earlier forecast.

“The question really is: What is
going to happen with revenues?”
Chief Financial Officer Greg Hayes
said in a conference call. “Obviously,
if revenue comes in strong, there’s
going to be a lot of tailwind for us.”

“The fact is,” he said, “we’re go-
ing to keep a lid on costs until we
see revenues solidly returning.”

The Hartford, Conn., com-

pany—whose products include Otis
elevators, Sikorsky helicopters and
Pratt & Whitney jet engines—re-
ported a profit of $1.06 billion, or
$1.14 a share, compared with
$1.27 billion, or $1.33 a share, a year
earlier. The latest results included
13 cents a share in restructuring
costs after gains, compared with
three cents a year earlier.

Revenue fell 11% to $13.38 billion.
Mr. Hayes said United Technolo-

gies still has $2 billion set aside this
year for mergers and acquisitions. “I
feel better about the M&A market
than I have in a long time,” he said.
The company has used only about
one-quarter of its 2009 M&A bud-
get.

Sikorsky helicopter division was
the only segment to post gains, with
revenue up 15% and earnings climb-
ing 18%.

BY ANN KEETON

EADS chooses
NASA ex-chief
to run U.S. unit

International defense giant Eu-
ropean Aeronautic Defence &
Space Co. has tapped a former Bush
administration official to run its
fast-growing U.S. operations, but is
keeping the unit’s current chief ex-
ecutive on board to help it compete
for a $40 billion U.S. Air Force con-
tract.

EADS said Tuesday that former
NASA head Sean O’Keefe, 53 years
old, will become CEO of EADS North
America. As of Nov. 1, he will suc-
ceed Ralph Crosby, 62, who will re-
main chairman of the EADS busi-
ness.

Mr. O’Keefe was administrator of
the U.S.’s National Aeronautics and
Space Administration from 2001 to
2005 under President George W.
Bush, and also served as Navy secre-
tary and Pentagon comptroller un-
der President George H.W. Bush.

Mr. O’Keefe comes to EADS from
a senior role in General Electric
Co.’s Washington operations.

EADS Chief Executive Louis Gal-
lois said at a press conference in
Washington that Mr. O’Keefe will be
responsible for increasing business
with the Pentagon and Homeland
Security Department, as well as
guiding the company into space and
related areas.

Mr. Gallois said expanding the
executive suite will also help EADS
be seen more as an “American citi-
zen” in the U.S. The move comes as
the company’s U.S. growth is creat-
ing political friction with home-
grown rivals such as Boeing Co.
that until recently haven’t had to
contend with a major EADS pres-
ence in the U.S. defense market, the
world’s biggest.

The Obama administration has
just kicked off a politically conten-
tious process to award an Air Force
contract worth at least $40 billion
to supply civilian jetliners modified
into flying fuel stations. EADS is
teamed with Northrop Grumman
Corp. and beat out Boeing for the
contract last year. A successful ap-
peal by Boeing to the Government
Accountability Office overturned the
win last summer,and the selection
process is beginning again this fall.

Mr. Crosby’s focus will be on se-
curing another victory, which would
vault EADS into the big leagues of
Pentagon contracting and give its
Airbus subsidiary a manufacturing
foothold in the U.S.

Airbus plans to assemble modi-
fied A330 aircraft in Alabama, which
has given the company a solid polit-
ical base in that state as it and
Northrop battle Boeing’s political
supporters from Washington state
and Kansas.

BY AUGUST COLE
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.60 $25.99 –0.01 –0.04%
Alcoa AA 35.70 13.79 –0.28 –1.99%
AmExpress AXP 7.60 35.42 –0.32 –0.90%
BankAm BAC 161.10 17.01 –0.15 –0.87%
Boeing BA 7.80 51.89 –1.56 –2.92%
Caterpillar CAT 30.90 59.61 1.76 3.04%
Chevron CVX 7.50 77.03 –0.63 –0.81%
CiscoSys CSCO 49.90 24.11 –0.14 –0.58%
CocaCola KO 12.40 54.07 –0.72 –1.31%
Disney DIS 9.40 29.35 –0.52 –1.74%
DuPont DD 7.40 33.87 –0.75 –2.17%
ExxonMobil XOM 18.00 73.02 –0.60 –0.81%
GenElec GE 97.60 15.58 –0.26 –1.64%
HewlettPk HPQ 11.70 48.74 0.27 0.56%
HomeDpt HD 12.20 26.97 –0.66 –2.39%
Intel INTC 64.10 20.18 –0.23 –1.13%
IBM IBM 8.40 122.82 –0.24 –0.20%
JPMorgChas JPM 28.50 46.03 0.05 0.11%
JohnsJohns JNJ 14.70 60.59 –0.57 –0.93%
KftFoods KFT 7.80 27.23 0.02 0.07%
McDonalds MCD 7.00 58.92 –0.36 –0.61%
Merck MRK 21.70 33.72 –0.01 –0.03%
Microsoft MSFT 51.50 26.37 0.01 0.04%
Pfizer PFE 81.40 17.93 –0.05 –0.28%
ProctGamb PG 10.30 58.13 0.34 0.59%
3M MMM 3.30 75.95 –0.37 –0.48%
TravelersCos TRV 2.60 48.46 –0.34 –0.70%
UnitedTech UTX 6.30 65.40 –0.04 –0.06%
Verizon VZ 17.50 28.80 –0.16 –0.55%
WalMart WMT 12.80 51.70 –0.19 –0.37%

Dow Jones Industrial Average P/E: 16
LAST: 10041.48 t 50.71, or 0.50%

YEAR TO DATE: s 1,265.09, or 14.4%

OVER 52 WEEKS s 1,007.82, or 11.2%

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

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

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

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

UBS $197 5.5% 68% 16% 17% …%

JPMorgan 185 5.2% 82% 10% 7% 1%

Morgan Stanley 180 5.0% 76% 9% 15% …%

Credit Suisse 177 5.0% 63% 11% 25% 1%

CITIC Securities 158 4.4% 81% 16% 3% …%

Goldman Sachs 141 3.9% 76% 6% 18% …%

China International Capital Corp Ltd 141 3.9% 76% 19% 5% …%

Citi 139 3.9% 69% 17% 11% 3%

Deutsche Bank 135 3.8% 58% 19% 21% 2%

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

Kabel Deutschland 382 –48 –54 –79 Wendel 473 3 –44 –79

ThyssenKrupp 263 –23 –50 –93 Raiffeisen Zentralbank Oesterreich  143 3 –18 –30

Eircom 185 –10 –11 –13 HeidelbergCement  365 3 –17 –75

Alcatel Lucent 561 –10 –40 –112 Seat Pagine Gialle  1273 3 –133 –411

Rhodia 451 –10 –43 –118 Nationwide Bldg  91 4 –2 –26

M real  1293 –8 –116 –90 Colt Telecom Group 164 4 –4 –24

Contl  500 –7 –24 –3 J Sainsbury 115 5 8 33

Glencore Intl  199 –6 –26 –56 Allied Domecq  90 8 3 5

Stena Aktiebolag 542 –6 –66 –139 Rallye 564 10 –37 –13

Fiat 287 –6 –55 –107 Grohe Hldg  1184 13 –238 –331

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

Diageo U.K. Distillers & Vintners $44.8 9.88 1.54% 8.9% 2.7%

E.ON Germany Multiutilities 79.7 26.64 1.52 –11.1 –15.5

RWE Germany Multiutilities 48.4 61.85 1.18 0.6 –20.7

Nestle S.A. Switzerland Food Products 163.8 45.44 1.16 0.7 7.2

Tesco U.K. Food Rtlrs & Whlslrs 49.6 3.84 1.15 13.5 –2.0

Barclays U.K. Banks $65.9 3.64 –4.79% 50.0 –47.9

HSBC Hldgs U.K. Banks 196.4 6.94 –2.24 –1.7 –20.9

Nokia Finland Telecomms Equipment 50.1 8.95 –2.19 –31.9 –42.0

ING Groep Netherlands Life Insurance 37.7 12.12 –2.06 29.6 –66.3

Bayer Germany Specialty Chemicals 58.9 47.66 –2.03 10.4 16.8

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

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

GDF Suez 101.9 30.20 1.00% –4.4% –2.1%
France (Multiutilities)
BG Grp 68.0 11.55 0.74 41.9 65.5
U.K. (Integrated Oil & Gas)
France Telecom 69.9 17.67 0.74 –12.4 –8.4
France (Fixed Line Telecomms)
Novartis 138.4 53.00 0.66 –10.2 –30.6
Switzerland (Pharmaceuticals)
Soc. Generale 54.2 49.00 0.49 6.8 –57.7
France (Banks)
UBS 67.4 19.19 0.21 5.4 –72.4
Switzerland (Banks)
Iberdrola S.A. 49.6 6.32 0.08 5.0 –29.8
Spain (Conventional Electricity)
Deutsche Telekom 61.6 9.45 –0.11 –18.0 –27.1
Germany (Mobile Telecomms)
Royal Dutch Shell A 110.7 20.89 –0.12 5.4 –21.2
U.K. (Integrated Oil & Gas)
AXA S.A. 60.8 19.48 –0.13 13.6 –36.0
France (Full Line Insurance)
Telefonica S.A. 133.2 18.95 –0.24 21.2 31.4
Spain (Fixed Line Telecomms)
BNP Paribas S.A. 98.8 55.86 –0.25 –2.6 –33.7
France (Banks)
Total S.A. 149.4 42.60 –0.27 8.4 –21.0
France (Integrated Oil & Gas)
Unilever 53.4 20.83 –0.41 7.3 6.5
Netherlands (Food Products)
Vodafone Grp 127.9 1.34 –0.48 19.5 2.7
U.K. (Mobile Telecomms)
GlaxoSmithKline 119.7 12.74 –0.55 12.9 –14.5
U.K. (Pharmaceuticals)
Siemens 91.9 67.26 –0.69 34.6 –5.1
Germany (Diversified Industrials)
Rio Tinto 74.3 29.51 –0.71 39.5 25.3
U.K. (General Mining)
ABB 49.8 21.70 –0.73 21.8 24.5
Switzerland (Industrial Machinery)
British Amer Tob 66.3 19.92 –0.80 27.0 37.7
U.K. (Tobacco)

SAP 63.7 34.75 –0.84% 25.6% –12.6%
Germany (Software)
Sanofi-Aventis S.A. 102.7 52.25 –0.85 11.3 –25.8
France (Pharmaceuticals)
Intesa Sanpaolo 56.0 3.17 –0.86 1.8 –40.7
Italy (Banks)
Banco Bilbao Viz 69.4 12.40 –0.88 26.0 –33.3
Spain (Banks)
BP 193.4 5.69 –0.91 21.5 –6.4
U.K. (Integrated Oil & Gas)
Anglo Amer 50.4 22.83 –0.91 64.6 –6.7
U.K. (General Mining)
L.M. Ericsson Tel B 31.2 72.60 –0.95 35.2 –47.3
Sweden (Telecomms Equipment)
UniCredit 68.2 2.73 –1.00 43.5 –51.1
Italy (Banks)
Credit Suisse Grp 69.9 59.75 –1.08 23.2 –20.8
Switzerland (Banks)
BHP Billiton 67.0 18.26 –1.16 88.8 80.1
U.K. (General Mining)
Roche Hldg Part. Cert. 112.7 162.40 –1.16 –4.6 –25.8
Switzerland (Pharmaceuticals)
Deutsche Bk 51.3 55.34 –1.18 57.9 –43.8
Germany (Banks)
Banco Santander 139.5 11.45 –1.29 32.3 –8.6
Spain (Banks)
Assicurazioni Gen 43.9 18.87 –1.41 –10.1 –31.3
Italy (Full Line Insurance)
ENI 107.3 17.93 –1.59 9.5 –24.3
Italy (Integrated Oil & Gas)
Allianz SE 57.3 84.70 –1.61 15.2 –41.7
Germany (Full Line Insurance)
Daimler 58.6 36.99 –1.69 41.4 –10.9
Germany (Automobiles)
Astrazeneca 66.0 27.62 –1.88 20.4 –20.8
U.K. (Pharmaceuticals)
ArcelorMittal 61.0 26.16 –1.89 22.2 –22.8
Luxembourg (Iron & Steel)
BASF 55.0 40.02 –1.96 60.1 18.7
Germany (Commodity Chemicals)

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 0.43% 0.82% 2.4% 7.1% 8.7%
Event Driven 0.79% 1.80% 6.3% 13.4% 0.0%
Equity Market Neutral 0.44% -0.10% -2.0% -4.9% -9.4%
Equity Long/Short 0.70% 0.64% 3.7% 5.1% -1.3%

*Estimates as of 10/19/09, 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 0.84 100.77% 0.01% 1.00 0.78 0.87

Eur. High Volatility: 12/1 1.39 98.19 0.01 1.76 1.34 1.51

Europe Crossover: 12/1 5.07 99.71 0.05 6.15 5.02 5.60

Asia ex-Japan IG: 12/1 1.01 99.95 0.01 1.26 0.96 1.09

Japan: 12/1 1.22 98.89 0.01 1.53 0.99 1.26

 Note: Data as of October 19

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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Beer’s glory days fade at Femsa
Mexican brewer
looks to alliances
as its focus shifts

MEXICO CITY—The Dos Equis
beer ad campaign, “The Most Inter-
esting Man in the World,” has gone
viral in the U.S., helping to boost
sales of the Mexican import.

But in Mexico, few consumers
have ever heard the suave gentle-
man’s advice on topics such as ca-
reers—“find out what it is in life
that you don’t do well, and then
don’t do that thing”—followed by a
pitch: “Stay thirsty, my friends.”

Lack of marketing imagination at
home is one reason why Femsa, the
company that makes Dos Equis, has
been overtaken south of the border
by archrival Grupo Modelo SAB,
maker of Corona beer. But some in-
dustry watchers also say
Femsa—whose formal name is Fo-
mento Economico Mexicano
SAB—has lost its love for the beer
business, with its convenience
stores and Coca-Cola bottling busi-
ness moving front and center.

In the past two decades,
Femsa—which also makes Sol,
Tecate, Indio, and Bohemia—has
seen its share of Mexico’s beer mar-
ket fall to 43% from a once-domi-
nant 55%. Modelo overall has a 57%
share, with its Corona brand ac-
counting for 31% on its own.

Femsa recently acknowledged it
was contemplating selling its beer
business or making a strategic alli-
ance with one of the world’s brew-
ing giants. Companies including
London-based SABMiller PLC, as
well as Femsa’s long-time partner,
Heineken NV, based in Amsterdam,
are holding talks with Femsa, ac-
cording to people familiar with the
matter. Any deal is likely to be done
using stock, rather than cash, one of
the people said, meaning Femsa’s
owners would continue to have a
stake in an enlarged beer business.

Femsa officials declined to com-
ment.

Analysts say a key reason Femsa
is considering teaming up with a
bigger brewer is that the landscape
of the beer business has changed
rapidly. Increasingly, the global mar-
ket is dominated by giants such as
Anheuser-Busch InBev, and SAB-
Miller, companies created by inter-
national mergers that dwarf Femsa.
Family-run Femsa has annual beer
sales of about $4 billion, compared
with roughly $35 billion and $21 bil-
lion at Anheuser-Busch InBev and
SABMiller, respectively.

And last year, when InBev

bought Anheuser-Busch Cos. for
about $52 billion, it took over An-
heuser-Busch’s 50% non-controlling
stake in Grupo Modelo, giving
Femsa’s rival a new deep-pocketed
uncle. Analysts believe it’s a matter
of time before Modelo is taken over
fully, a move that would increase
competitive pressure on Femsa.

Femsa has partners of its own,
but the scale is much smaller. In
the U.S., for example, Heineken USA
markets and sells Femsa products.
(Indeed, it was Heineken USA and
its ad agency, Havas SA’s Euro
RSCG, that came up with the Most
Interesting Man campaign.) But
Heineken USA’s total share of the
U.S. market, including Femsa

brands, is only about 4%.
Although Femsa’s beer business

has been lagging, the company is
doing well in its two other main
business lines: soft drinks and con-
venience stores. Last year, it had op-
erating profits of $2 billion on reve-
nue of $15 billion, and in the last
decade, both revenue and profits
have surged seven fold. But 55% of
Femsa’s operating cash flow came
from its Coke bottling operations
and just 31% came from its beer
sales. Its OXXO convenience stores
accounted for the remaining 14%.
The company is expected to release
third-quarter earnings Oct. 28.

Femsa is one of Mexico’s most
storied companies. The city of

Monterrey grew up around Femsa’s
predecessor company, Cerveceria
Cuauhtémoc, founded in 1890. Most
of Monterrey’s modern companies
are offshoots of Femsa, whose name
translates as “Mexican Economic
Development Inc.” —a name that
hints at the company founders’ am-
bitions and purpose.

A former chairman of Femsa’s
predecessor company, the late Eu-
genio Garza Sada, is revered in
Monterrey as the city’s secular pa-
tron saint. Among his accomplish-
ments is the founding of the Tec de
Monterrey, modeled on the Massa-
chusetts Institute of Technology, in
1943. Femsa’s current CEO and
chairman, Jose Antonio Fernandez,
came to Monterrey to study at the
TEC and married the oldest daugh-
ter of former Femsa chairman Eu-
genio Garza Laguera, the son and
heir of Mr. Garza Sada.

Mr. Fernandez, who took the
helm at Femsa in 1995, is considered
a pragmatic, outward-looking busi-
nessman, less tethered to the tradi-
tions and family ties of conservative
Monterrey. Under Mr. Fernandez,
commonly known by his childhood
nickname of “the Devil Fernandez,”
Femsa has placed less emphasis on
beer.

“The Devil has a love affair with
his two new babies, Coca-Cola and
Oxxo,” says Ernesto Canales, a
Monterrey corporate lawyer.

Femsa has been partners with
Coca-Cola Co. since 1993 and is now
Coke’s second largest bottler world-
wide, and the largest soft drink
company in Latin America.

Analysts say that tradition-
bound Femsa would never have sold
its beer business as long as Mr.
Garza Laguera, Mr. Fernandez’ fa-
ther-in-law, was alive. But Mr. Garza
Laguera’s death last year at the age
of 84 makes possible a sale or a
strategic alliance with a major
brewer.

“It was clearly written on the
wall that the moment Don Eugenio
was no longer with us, they were
going to try to sell the thing,” says
one Monterrey-based banker.

Mr. Fernandez has put much of
his focus on the OXXO convenience
stores. The chain’s revenue has mul-
tiplied from just $421 million in
1998 to $4.2 billion in 10 years.

It’s by far the largest conve-
nience store chain in Mexico and
counts 6,811 stores.

OXXO has played a key role in
defending Femsa’s market share, as
it provides points of sale for
Femsa’s beers. Indeed, some ana-
lysts fear Femsa’s share of the beer
market would have fallen much
more had it not been for the sup-
port from OXXO stores.

—Dana Cimilluca and Nicholas
Casey contributed to this article

BY JOSE DE CORDOBA
AND DAVID KESMODEL

Femsa’s convenience-store division has been growing rapidly while its beer

market share has dropped.
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Coca-Cola profit curbed by currencies; sales fall 4%

Coca-Cola Co. posted flat third-
quarter profit and a slip in revenue
as the beverage giant continued to
be hurt by fluctuations in global
currencies and slow consumer
spending in the U.S., Japan and
Western Europe.

Still, Coke’s namesake soda en-
joyed a 2% gain in volume sales
world-wide.

Outside the U.S., volume sales
were strong in some emerging mar-

kets, with a 15% increase in China,
driven by juices and Sprite, and 37%
in India, where all product catego-
ries did well.

Coke depends on its international
business for 80% of its revenue, giv-
ing the company a broad perspective
on consumer habits. Chairman and
Chief Executive Muhtar Kent said in
an interview that the economic
slowdown “has been forgotten” in
fast-growing markets, including
China, India, Vietnam and Brazil.

On the other hand, consumers in
the U.S. and other mature markets

are still rattled by the state of their
portfolios and their savings ac-
counts, despite early signs of an
economic recovery. “There is a lag
until it impacts the consumer in a
positive way,” he said.

In the U.S., its biggest market,
Coke has been improving its distri-
bution and mix of products, from
new types of juices to more choices
of single-serve sodas, such as a 99-
cent 16-ounce bottle, Mr. Kent said.

North American sales volume
sagged 4%, hurt by weak sales of
Dasani water, as consumers turned

to tap water or private-label brands.
Analysts estimated that sales of
Dasani are down more than 20% in
the first nine months of the year.
Dasani helped drive Coke’s U.S. sales
for nearly a decade.

Mr. Kent said multipacks of bot-
tled water have become a commod-
ity. He said enhanced waters such as
SmartWater with added nutrients
and ready-to-drink teas should help
offset declines, though they are
much smaller players by volume.

Coke’s quarterly profit was flat
from a year earlier at $1.89 billion,

or 81 cents a share. Earnings in-
cluded charges of a penny a share in
the latest quarter and 2 cents a
share in the year-earlier period for
restructuring and other charges.

Revenue decreased 4% to $8.04
billion as volume rose 2%. Overall
international volume was up 4%.
Currency shaved operating income
by 11 percentage points.

The company signaled that the
pressures from foreign-exchange ef-
fects that it has felt since late last
year will ease soon, because the dol-
lar is weakening.

BY VALERIE BAUERLEIN
AND ANJALI CORDEIRO

Caterpillar
cites signs
of an upturn

Caterpillar Inc. on Tuesday pro-
vided one of the most bullish as-
sessments of prospects for a global
economic recovery as the U.S.
heavy-equipment maker exceeded
third-quarter profit expectations by
a wide margin.

The company said it was prepar-
ing for a recovery that could be
“rapid” after cutting costs amid a
slide in demand for its earth-moving
and construction equipment.

Caterpillar forecast global gross-
domestic-product growth of 3% in
2010, led by 5% growth in the devel-
oping economies that drove sales
during the commodity-led boom.
The company expects GDP growth of
about 2% in the developed econo-
mies of Europe, the U.S. and Japan.

Caterpillar predicted that its
sales and revenue in 2010 will rise
by 10% to 25% from about $32.5 bil-
lion expected in 2009.

“We are seeing encouraging
signs that indicate a recovery may
be under way,” said Chairman and
Chief Executive Jim Owens. “This
has been the mother of all reces-
sions of our working lifetimes.”

Caterpillar’s outlook is more
bullish than many in the manufac-
turing sector, relying in part on the
impact of government stimulus pro-
grams peaking in the first half of
next year, with the prospect of addi-
tional support measures and a re-
covery in the U.S. housing market.

“There’s enough economic and
fiscal stimulus out there to create
uncertainty about our top line,” Mr.
Owens said during a conference call
with Wall Street analysts.

Global economies are likely to re-
main fragile and weak into 2010, Mr.
Owens said, and he cautioned cen-
tral banks against raising interest
rates and reducing balance sheets
too quickly. Caterpillar contends
that spare production capacity and
high levels of unemployment make
rising inflation a minimal threat.

Caterpillar said its third-quarter
earnings fell 53% to $404 million, or
64 cents a share, from $868 million,
or $1.39 a share, a year earlier. Rev-
enue fell 44% to $7.3 billion from a
record $12.98 billion. Analysts had
expected earnings of six cents a
share on $7.48 billion in sales.

The company now expects to
earn $1.85 a share to $2.05 a share,
excluding costs for layoffs and idle
plants, compared with its previous
prediction of $1.15 a share to $2.25
a share.

Caterpillar shares were up 3.5%,
or $2.01, at $59.56 in late trading on
the New York Stock Exchange.

BY BOB TITA

Source: the company

Enough Beer?
Femsa is considering getting out of the beer business or forming a new
alliance as it focuses on its soft-drink bottling and convenience-stores.

1999
$4.08 billion

1999
$0.64 billion

14%

24% 62%

25%

27% 46%

OPERATING
PROFIT

$2.04 billion
2008

TOTAL REVENUE

FEMSA Operations

$15.08 billion
2008

Coca-Cola Femsa
Femsa Cerveza
OXXO Stores
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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.

2.19% 2 DJ Global Index -a % % 225.73 –0.52% 24.8% 4.06% 14 U.S. Select Dividend -b % % 625.34 –0.86% –1.4%

1.88% 20 Global Dow 1235.20 –0.41% 5.4% 1960.20 –0.42% 19.5% 3.92% 17 Infrastructure 1369.60 –0.27% 1.1% 1948.11 –0.44% 14.3%

2.75% 47 Stoxx 600 248.20 –0.44% 12.4% 277.05 –0.45% 27.3% 1.38% 9 Luxury 866.10 –1.05% 29.3% 1097.21 –1.06% 46.5%

2.89% 36 Stoxx Large 200 264.20 –0.44% 9.5% 293.21 –0.45% 24.1% 5.60% 6 BRIC 50 423.40 –1.69% 58.0% 602.17 –1.86% 78.8%

2.12% -63 Stoxx Mid 200 235.60 –0.41% 26.6% 261.51 –0.42% 43.4% 2.76% 15 Africa 50 753.20 0.08% 8.0% 713.18 –0.09% 22.2%

2.15% 150 Stoxx Small 200 150.80 –0.38% 30.1% 167.31 –0.39% 47.5% 3.18% 10 GCC % % 1538.39 0.23% –23.7%

2.77% 40 Euro Stoxx 275.00 –0.62% 15.2% 306.85 –0.63% 30.5% 2.70% 18 Sustainability 801.90 –0.63% 8.5% 1010.06 –0.80% 22.8%

2.89% 34 Euro Stoxx Large 200 290.40 –0.68% 12.8% 322.12 –0.69% 27.9% 2.14% 14 Islamic Market -a % % 1929.51 –0.67% 27.9%

2.20% 76 Euro Stoxx Mid 200 264.70 –0.27% 25.2% 293.48 –0.28% 41.9% 2.51% 15 Islamic Market 100 1611.30 –0.56% 4.4% 2057.26 –0.73% 18.1%

2.26% -52 Euro Stoxx Small 200 169.80 –0.58% 31.5% 188.09 –0.59% 49.0% 2.51% 15 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1469.00 –0.09% 9.7% 1878.52 –0.10% 24.3% 1.84% 22 DJ U.S. TSM % % 11231.43 –0.84% 16.4%

3.96% 15 Euro Stoxx Select Div 30 1740.30 –0.26% 12.3% 2234.15 –0.27% 27.3% % DJ-UBS Commodity 124.70 –0.93% –12.6% 135.28 –0.94% –0.9%

*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 1.0825 1.7801 1.0694 0.1560 0.0371 0.1940 0.0119 0.2926 1.6176 0.2173 1.0324 ...

 Canada 1.0486 1.7243 1.0359 0.1511 0.0359 0.1879 0.0116 0.2835 1.5668 0.2105 ... 0.9687

 Denmark 4.9811 8.1914 4.9211 0.7178 0.1707 0.8926 0.0549 1.3466 7.4433 ... 4.7505 4.6015

 Euro 0.6692 1.1005 0.6611 0.0964 0.0229 0.1199 0.0074 0.1809 ... 0.1343 0.6382 0.6182

 Israel 3.6991 6.0831 3.6545 0.5330 0.1268 0.6628 0.0408 ... 5.5275 0.7426 3.5278 3.4172

 Japan 90.6900 149.1397 89.5969 13.0687 3.1076 16.2505 ... 24.5171 135.5181 18.2068 86.4909 83.7794

 Norway 5.5808 9.1775 5.5135 0.8042 0.1912 ... 0.0615 1.5087 8.3393 1.1204 5.3223 5.1555

 Russia 29.1836 47.9924 28.8319 4.2054 ... 5.2293 0.3218 7.8895 43.6091 5.8589 27.8323 26.9598

 Sweden 6.9395 11.4120 6.8559 ... 0.2378 1.2435 0.0765 1.8760 10.3697 1.3932 6.6182 6.4107

 Switzerland 1.0122 1.6646 ... 0.1459 0.0347 0.1814 0.0112 0.2736 1.5125 0.2032 0.9653 0.9351

 U.K. 0.6081 ... 0.6008 0.0876 0.0208 0.1090 0.0067 0.1644 0.9087 0.1221 0.5799 0.5618

 U.S. ... 1.6445 0.9879 0.1441 0.0343 0.1792 0.0110 0.2703 1.4943 0.2008 0.9537 0.9238

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 384.50 –1.75 –0.45% 707.00 302.00
Soybeans (cents/bu.) CBOT 985.25 –15.25 –1.52 1,315.00 794.00
Wheat (cents/bu.) CBOT 517.50 –0.25 –0.05 1,155.75 439.25
Live cattle (cents/lb.) CME 86.150 –0.300 –0.35 116.900 83.400
Cocoa ($/ton) ICE-US 3,333 28 0.85% 3,345 1,961
Coffee (cents/lb.) ICE-US 141.80 –2.45 –1.70 189.00 112.00
Sugar (cents/lb.) ICE-US 23.59 –0.58 –2.40 26.25 11.91
Cotton (cents/lb.) ICE-US 67.23 0.76 1.14 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,180.00 –17 –0.77 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,143 17 0.80 2,185 1,187
Robusta coffee ($/ton) LIFFE 1,446 –15 –1.03 2,256 1,275

Copper (cents/lb.) COMEX 293.20 –3.45 –1.16 378.00 131.15
Gold ($/troy oz.) COMEX 1058.60 0.50 0.05 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1755.80 –6.70 –0.38 2,200.00 740.00
Aluminum ($/ton) LME 1,955.00 51.00 2.68 2,160.00 1,288.00
Tin ($/ton) LME 14,640.00 290.00 2.02 15,700.00 9,750.00
Copper ($/ton) LME 6,460.00 180.00 2.87 6,499.00 2,815.00
Lead ($/ton) LME 2,332.50 122.50 5.54 2,459.50 870.00
Zinc ($/ton) LME 2,120.00 56.00 2.71 2,200.00 1,065.00
Nickel ($/ton) LME 19,200 350 1.86 21,150 9,000

Crude oil ($/bbl.) NYMEX 79.12 –0.84 –1.05 146.86 22.50
Heating oil ($/gal.) NYMEX 2.0770 –0.0073 –0.35 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 2.0000 –0.0029 –0.14 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 5.935 0.177 3.07 12.750 4.340
Brent crude ($/bbl.) ICE-EU 77.24 –0.53 –0.68 149.27 45.99
Gas oil ($/ton) ICE-EU 644.75 4.75 0.74 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 20
Per In

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

Argentina peso-a 5.7101 0.1751 3.8213 0.2617

Brazil real 2.6087 0.3833 1.7458 0.5728

Canada dollar 1.5668 0.6382 1.0486 0.9537
1-mo. forward 1.5668 0.6382 1.0485 0.9537

3-mos. forward 1.5669 0.6382 1.0486 0.9537
6-mos. forward 1.5671 0.6381 1.0487 0.9536

Chile peso 810.13 0.001234 542.15 0.001845
Colombia peso 2859.19 0.0003497 1913.40 0.0005226

Ecuador US dollar-f 1.4943 0.6692 1 1
Mexico peso-a 19.3108 0.0518 12.9230 0.0774

Peru sol 4.2834 0.2335 2.8665 0.3489
Uruguay peso-e 30.708 0.0326 20.550 0.0487

U.S. dollar 1.4943 0.6692 1 1
Venezuela bolivar 3.21 0.311652 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6176 0.6182 1.0825 0.9238
China yuan 10.2009 0.0980 6.8266 0.1465

Hong Kong dollar 11.5810 0.0863 7.7501 0.1290
India rupee 69.1338 0.0145 46.2650 0.0216

Indonesia rupiah 14039 0.0000712 9395 0.0001064
Japan yen 135.52 0.007379 90.69 0.011027

1-mo. forward 135.49 0.007381 90.67 0.011029
3-mos. forward 135.44 0.007384 90.63 0.011033

6-mos. forward 135.33 0.007390 90.56 0.011042
Malaysia ringgit-c 5.0276 0.1989 3.3645 0.2972

New Zealand dollar 1.9936 0.5016 1.3341 0.7496
Pakistan rupee 124.356 0.0080 83.220 0.0120

Philippines peso 69.963 0.0143 46.820 0.0214
Singapore dollar 2.0839 0.4799 1.3946 0.7171

South Korea won 1740.44 0.0005746 1164.72 0.0008586
Taiwan dollar 48.363 0.02068 32.365 0.03090
Thailand baht 49.925 0.02003 33.410 0.02993

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

Euro zone euro 1 1 0.6692 1.4943

1-mo. forward 1.0001 0.9999 0.6692 1.4942

3-mos. forward 1.0003 0.9997 0.6694 1.4938

6-mos. forward 1.0011 0.9989 0.6699 1.4927

Czech Rep. koruna-b 25.823 0.0387 17.281 0.0579

Denmark krone 7.4433 0.1343 4.9811 0.2008

Hungary forint 264.39 0.003782 176.94 0.005652

Norway krone 8.3393 0.1199 5.5808 0.1792

Poland zloty 4.1586 0.2405 2.7830 0.3593

Russia ruble-d 43.609 0.02293 29.184 0.03427

Sweden krona 10.3697 0.0964 6.9395 0.1441

Switzerland franc 1.5125 0.6611 1.0122 0.9879

1-mo. forward 1.5122 0.6613 1.0120 0.9882

3-mos. forward 1.5116 0.6615 1.0116 0.9886

6-mos. forward 1.5105 0.6621 1.0108 0.9893

Turkey lira 2.1785 0.4590 1.4579 0.6859

U.K. pound 0.9087 1.1005 0.6081 1.6445

1-mo. forward 0.9088 1.1003 0.6082 1.6442

3-mos. forward 0.9091 1.1000 0.6084 1.6437

6-mos. forward 0.9095 1.0996 0.6086 1.6431

MIDDLE EAST/AFRICA
Bahrain dinar 0.5633 1.7751 0.3770 2.6526

Egypt pound-a 8.1707 0.1224 5.4679 0.1829

Israel shekel 5.5275 0.1809 3.6991 0.2703

Jordan dinar 1.0583 0.9449 0.7082 1.4120

Kuwait dinar 0.4272 2.3406 0.2859 3.4976

Lebanon pound 2245.19 0.0004454 1502.50 0.0006656

Saudi Arabia riyal 5.6040 0.1784 3.7503 0.2666

South Africa rand 10.9819 0.0911 7.3492 0.1361

United Arab dirham 5.4887 0.1822 3.6731 0.2722

SDR -f 0.9355 1.0690 0.6260 1.5974

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 47 EUROPE DJ Stoxx 600 248.25 –1.09 –0.44% 26.1% 12.4%

 21 DJ Stoxx 50 2501.00 –13.71 –0.55 21.1% 6.7%

 40 Euro Zone DJ Euro Stoxx 274.95 –1.73 –0.62 23.4% 15.2%

 18 DJ Euro Stoxx 50 2925.08 –22.33 –0.76 19.3% 12.5%

 17 Austria ATX 2752.39 12.51 0.46% 57.2% 31.2%

 15 Belgium Bel-20 2584.59 –22.34 –0.86 35.4% 23.7%

 12 Czech Republic PX 1169.1 17.1 1.48 36.2% 31.7%

 19 Denmark OMX Copenhagen 317.78 –0.37 –0.12 40.5% 12.9%

 18 Finland OMX Helsinki 6279.03 –5.06 –0.08 16.2% –1.0%

 16 France CAC-40 3871.45 –20.91 –0.54 20.3% 11.4%

 20 Germany DAX 5811.77 –40.79 –0.70 20.8% 21.5%

 … Hungary BUX 21474.51 70.24 0.33 75.4% 74.0%

 19 Ireland ISEQ 3278.39 –15.53 –0.47 39.9% 12.5%

 13 Italy FTSE MIB 24228.05 –197.93 –0.81 24.5% 10.8%

 … Netherlands AEX 324.92 –2.11 –0.65 32.1% 20.6%

 15 Norway All-Shares 398.72 1.17 0.29 47.6% 29.5%

 17 Poland WIG 39370.18 356.60 0.91 44.6% 35.3%

 18 Portugal PSI 20 8845.76 –36.93 –0.42 39.5% 31.9%

 … Russia RTSI 1446.14 12.77 0.89% 128.9% 101.6%

 11 Spain IBEX 35 11790.2 –95.1 –0.80% 28.2% 20.4%

 15 Sweden OMX Stockholm 293.33 –0.51 –0.17 43.6% 39.1%

 14 Switzerland SMI 6427.29 –9.08 –0.14 16.1% 3.9%

 9 Turkey ISE National 100 51050.87 763.98 1.52 90.0% 91.0%

 14 U.K. FTSE 100 5243.40 –38.14 –0.72 18.2% 24.0%

 41 ASIA-PACIFIC DJ Asia-Pacific 123.90 0.75 0.61 32.4% 28.8%

 … Australia SPX/ASX 200 4846.2 53.4 1.11 30.2% 12.6%

 … China CBN 600 27021.19 395.39 1.48 83.0% 80.9%

 21 Hong Kong Hang Seng 22384.96 184.50 0.83 55.6% 48.8%

 20 India Sensex 17223.01 –99.81 –0.58 78.5% 61.2%

 … Japan Nikkei Stock Average 10336.84 100.33 0.98 16.7% 11.1%

 … Singapore Straits Times 2711.09 –0.61 –0.02 53.9% 41.1%

 11 South Korea Kospi 1659.15 10.08 0.61 47.5% 38.7%

 1 AMERICAS DJ Americas 288.76 –3.37 –1.15 27.7% 18.9%

 … Brazil Bovespa 65302.95 –1936.50 –2.88 73.9% 63.9%

 20 Mexico IPC 30901.38 –25.73 –0.08 38.1% 52.1%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 20, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 24 ALL COUNTRY (AC) WORLD* 299.43 1.23% 31.5% 1.6%

2.50% 25 World (Developed Markets) 1,170.64 1.25% 27.2% –1.0%

2.30% 26 World ex-EMU 135.73 1.09% 26.1% –1.8%

2.40% 28 World ex-UK 1,166.67 1.16% 26.3% –1.0%

3.00% 26 EAFE 1,611.26 1.58% 30.2% 3.7%

2.20% 19 Emerging Markets (EM) 976.98 1.13% 72.3% 24.2%

3.50% 17 EUROPE 86.69 1.57% 24.9% –3.1%

3.70% 19 EMU 189.13 2.06% 33.1% 3.4%

3.30% 21 Europe ex-UK 96.30 1.58% 24.1% –1.4%

4.10% 15 Europe Value 99.78 1.63% 28.7% –1.5%

2.80% 19 Europe Growth 73.11 1.52% 21.0% –4.9%

2.50% 18 Europe Small Cap 160.52 0.91% 59.0% 10.8%

2.10% 10 EM Europe 277.18 2.70% 74.5% –5.2%

3.80% 12 UK 1,570.61 1.75% 19.5% 7.9%

2.70% 21 Nordic Countries 133.49 1.27% 36.1% 0.6%

1.50% 9 Russia 763.08 3.25% 85.1% –5.7%

2.90% 13 South Africa 692.60 0.97% 19.6% 11.0%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 411.42 0.51% 66.3% 27.4%

1.30% -41 Japan 561.96 0.48% 6.0% –17.7%

2.00% 19 China 64.35 1.80% 57.8% 40.2%

0.90% 20 India 694.33 –0.01% 88.1% 36.5%

0.80% 26 Korea 466.00 0.61% 51.8% 16.4%

2.70% 415 Taiwan 281.28 0.30% 62.2% 25.7%

1.90% 32 US BROAD MARKET 1,218.68 0.95% 24.1% –4.9%

1.30% -17 US Small Cap 1,658.11 0.94% 33.0% –3.1%

3.30% 15 EM LATIN AMERICA 4,111.11 1.57% 97.9% 29.0%

*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

T H E WA L L ST R E ET JO U R NA L . WEDNESDAY, OCTOBER 21, 2009 25



By Paul Sonne

LONDON—Britons were hoping
for a last-minute deal between the
state postal service and unionized
workers threatening to go on strike
Thursday. A sustained walkout
would damage the U.K. economy
ahead of the busy holiday season
and could accelerate the shift away
from traditional mail service.

Talks were continuing Tuesday
between Royal Mail management
and workers, and an agreement
had yet to be reached, said a repre-
sentative for the Communication
Workers Union, which represents
U.K. postal workers. CWU bosses
were scheduled to meet Wednes-
day afternoon to make a decision
on whether the strike will go for-
ward.

The union has said 42,000 work-
ers will strike Thursday if disagree-
ments over pay and state-owned
Royal Mail’s modernization plan
aren’t resolved. A further 78,000
employees, mostly delivery staff,
are set to strike the following day.

Cheap private-shipping alterna-
tives, competition from the Inter-
net, and rising pension costs have
dealt a blow to the U.K. postal ser-
vice, which now delivers 75 million
letters and packages each day,
down from 84 million a day three
years ago.

Already, the recession was pro-
jected to bring as much as a 10% de-
cline in mail volumes and poten-
tially result in a £700 million ($1.15
billion) drop in revenue in the fis-
cal year ending March 31, 2010, ac-
cording to the Royal Mail Group’s
annual report.

“One thing this company cannot
afford is strikes and industrial ac-
tion,” said U.K. business secretary
Lord Peter Mandelson on Tuesday.
Coming off a thin profit last year,
Royal Mail’s finances “will be
plunged into the red,” he said.

Lord Mandelson said a strike
would drive customers further
away from the U.K. postal service.
He called on a third party to medi-
ate.

A number of U.K. lawmakers

have called for the privatization of
Royal Mail.

A major walkout could devalue
the company and make it more diffi-
cult to transfer it to private hands.
The U.K. government agreed in
2007 to lend the organization £1.2
billion to finance a modernization
of its business. That modernization
program has come under fire by the
CWU, which says workers should
have more say in the management’s
decisions regarding the plan.

Meanwhile, British consumers
are taking the brunt of the disagree-
ment. Localized strikes, mostly in
London, have been taking place
since June, with millions of undeliv-

ered items already stuck in the capi-
tal’s mail system.

Watchdog groups in the U.K. be-
gan issuing tips on surviving the
postal strike this week, advising
customers to hand-deliver pack-
ages to the post office, pay bills in
person and report overflowing
post boxes to Royal Mail.

Many are turning to private ship-
ping companies. The U.K. express
shipping agent Nightfreight GB
Ltd. has seen a 150% jump in inquir-
ies about its morning next-day de-
livery service, while the delivery
company Hermes, part of Parcel-
net Ltd., witnessed a 25% increase
in orders last week.

Royal Mail’s license requires it
to follow a policy of universal ser-
vice, meaning that customers must
be able to post letters to any place
in the country for the same flat
rate. The policy also guarantees
daily delivery and pickup for al-
most all U.K. households, from
Brighton in the south to Inverness
in the north, six days a week.

In 2007, Royal Mail applied to
the British postal regulatory com-
mission, Postcomm, to introduce
zone pricing, which would make it
more expensive to send mail to
more remote places. But Postcomm
rejected the plea on the grounds
that the plan would be discrimina-

tory. It has argued that the univer-
sal service policy is a commercial
advantage, and not a burden, for
Royal Mail.

Royal Mail employs over
160,000 workers, with an addi-
tional 26,000-plus people at the
Royal Mail Group’s separate parcel,
logistics and post office busi-
nesses. The company said it has
plans to hire 30,000 temporary
workers if the strike goes forward.

With almost 12,000 post offices
in the U.K., Royal Mail delivers
items to 28 million addresses on a
daily basis. The average U.K. house-
hold spends 50 pence a week on
postage.

Britons face threat of major postal strike
Royal Mail management and workers continue talks over pay and the implementation of a modernization plan

By Deborah Ball

ZURICH—A Swiss court on Tues-
day rejected Oscar-winning director
Roman Polanski’s appeal to be re-
leased on house arrest, raising the
likelihood that he would remain in
jail pending legal proceedings over
his possible extradition to the U.S.

In his appeal, Mr. Polanski, who
is being held here in relation to
three-decade-old sex charges in
the U.S., extended Swiss authori-
ties several assurances that he
wouldn’t flee if released. He of-
fered as bail his luxury ski chalet
in the Swiss resort of Gstaad; vol-
unteered to surrender his pass-
port; and said he would submit to
daily police checks.

But Switzerland’s Federal Crim-
inal Court decided that Mr. Polan-
ski still constituted a flight risk.

Mr. Polanski, the director of
films such as “Chinatown” and
“Rosemary’s Baby,” fled the U.S. in
1978 after he pleaded guilty to hav-

ing had sexual intercourse with an
underage girl. Since then, he has

lived in France, where he was born.
Mr. Polanski, 76 years old, was

arrested Sept. 26 when he arrived
in Zurich to receive a prize at a
film festival. U.S. officials have
said they intended to seek Mr. Po-
lanski’s extradition. Under Swiss
law, they have 60 days from the
time of his arrest to file the formal
request. Mr. Polanski has vowed to
fight extradition, raising the possi-
bility of a lengthy legal battle.

In its verdict, the Swiss court
expressed concern that Mr. Polan-
ski could leave Switzerland, possi-
bly returning by helicopter or pri-
vate plane to France, which re-
fused for decades to extradite the
director to the U.S. It decided that
even a large bail might not stop
him from fleeing Switzerland.

“The court considered the risk
that Roman Polanski might flee if
released from custody as high,” the
federal court said in a statement.
“The bail offered by the appellant
does not meet in its form the re-

quirements set out by the law.”
The court, however, said that

Mr. Polanski could modify his offer
of bail. He also has the right to ap-
peal the verdict to the Swiss Fed-
eral Supreme Court. Legal experts
say it is very rare for Swiss judges
to release prisoners being held
pending extradition.

Mr. Polanski’s French lawyer,
Herve Temime, said his client
would continue to push for re-
lease. “We will try to put up better
or larger guarantees and continue
to try to show that there is no risk
in releasing Mr. Polanski,” he told
French journalists Tuesday.

A Swiss newspaper reported
last week that Mr. Polanski was
brought to a local hospital for
tests. Mr. Temime said he didn’t
know whether his client had re-
turned to jail. Following a visit
with Mr. Polanski earlier this
month, Mr. Temime said the direc-
tor was suffering from depression
because of his incarceration.

Court denies Polanski bid for release from jail

ECONOMY & POLITICS

Roman Polanski, pictured in January. He
was deemed a flight risk by a Swiss court.
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Austria
Network size: 1,330 mail centers
Ownership: 51% state, 49% private
Government support: None

France
Network size: 17,052 mail centers
Ownership*: State-owned company
Government support: Reduced local 
taxation (85%)

Germany
Network size: 12,628 mail centers
Ownership: Privatized in 2000; 
minority government stake 
Government support: None

U.S.
Network size: 36,826 mail centers
Ownership: Federal agency
Government support: No subsidy; 
revenue must cover cost of operations

U.K.
Network size: 11,952 mail centers
Ownership: State-owned company
Government support: £376 million in 
payments in 2006-07

Modern post
Nations have taken different 
approaches to their mail services

*Considering privatization; referendum held this month
Source:“Post Office Networks Abroad,” U.K. Postal 
Services Commission, 2007. Some data may reflect 
earlier years. A Royal Mail employee empties a post box in central London.
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By Jess Bravin

WASHINGTON—The Supreme
Court agreed Tuesday to consider
whetherunlawfullyheldGuantanamo
detainees must be released in the U.S.
if no viable alternative can be found,
adding pressure to the Obama admin-
istration’s efforts to close the prison.

The case involves a group of Ui-
ghurs, Turkic-speaking Muslims
from China who were classified as en-
emy combatants after being captured
in the Afghanistan-Pakistan border
region. The U.S. no longer considers
the men enemy combatants.

The Chinese government views
Uighur separatism as a threat, and
the U.S. has determined that they
are likely to be persecuted if repatri-
ated. But Washington has struggled
to find countries in which to resettle
the remaining 13 Uighurs.

Top U.S. court
takes up appeal
over Uighurs
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n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/19 USD 351.03 43.0 46.6 6.5
Sel Emerg Mkt Equity GL EQ GGY 10/19 USD 212.70 62.4 60.8 –11.8
Sel Euro Equity EUR US EQ GGY 10/19 EUR 98.24 30.0 22.5 –21.5
Sel European Equity EU EQ GGY 10/19 USD 194.66 41.6 32.7 –18.7
Sel Glob Equity GL EQ GGY 10/19 USD 193.23 34.5 28.1 –18.1
Sel Glob Fxd Inc GL BD GGY 10/19 USD 142.63 10.6 11.9 –1.0
Sel Pacific Equity AS EQ GGY 10/19 USD 149.43 65.3 63.3 –9.7
Sel US Equity US EQ GGY 10/19 USD 123.50 22.6 16.5 –15.9
Sel US Sm Cap Eq US EQ GGY 10/19 USD 174.79 33.7 26.1 –15.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/19 EUR 28.99 10.5 –12.6 –42.4
MP-TURKEY.SI OT OT SVN 10/19 EUR 32.56 66.7 57.1 –21.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/19 EUR 3.59 71.0 0.3 –38.1
Parex Eastern Europ Bal OT OT LVA 10/19 EUR 13.21 54.0 17.5 –3.1
Parex Eastern Europ Bd EU BD LVA 10/19 USD 14.34 64.4 26.2 2.7
Parex Russian Eq EE EQ LVA 10/19 USD 19.81 128.8 79.8 –17.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 10/19 EUR 110.20 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/20 USD 172.83 55.9 51.2 –18.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/20 USD 164.75 54.8 49.9 –19.7
PF (LUX)-Biotech-Pca OT EQ LUX 10/19 USD 290.05 1.7 1.3 –8.8
PF (LUX)-CHF Liq-Pca CH MM LUX 10/19 CHF 124.23 0.2 0.4 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/19 CHF 93.77 0.2 0.4 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/19 USD 111.69 37.3 42.5 –8.5
PF (LUX)-East Eu-Pca EU EQ LUX 10/19 EUR 306.22 129.3 83.8 –20.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/20 USD 526.18 72.9 66.4 –16.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/19 EUR 99.14 29.7 19.6 –16.6
PF (LUX)-EUR Bds-Pca EU BD LUX 10/16 EUR 382.54 2.4 4.8 2.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/19 EUR 291.16 2.5 4.7 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/19 EUR 145.66 16.6 19.5 4.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/19 EUR 102.40 16.6 19.5 4.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/19 EUR 142.20 57.7 38.5 –2.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/19 EUR 82.43 57.7 38.5 –2.0
PF (LUX)-EUR Liq-Pca EU MM LUX 10/19 EUR 135.90 0.9 1.6 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/19 EUR 97.94 0.9 1.6 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/19 EUR 102.38 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/19 EUR 101.02 0.5 1.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/19 EUR 400.92 31.0 21.0 –21.3
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/19 EUR 130.06 28.6 18.3 –18.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/19 USD 245.39 30.0 44.0 11.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/19 USD 166.94 30.0 44.0 11.8
PF (LUX)-Gr China-Pca AS EQ LUX 10/20 USD 337.82 57.9 58.4 –15.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/20 USD 364.52 90.2 70.9 –13.1
PF (LUX)-Jap Index-Pca JP EQ LUX 10/20 JPY 8850.90 7.8 2.8 –24.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/20 JPY 7770.33 5.5 –2.4 –28.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/20 JPY 7545.98 4.9 –3.0 –29.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/20 JPY 4410.31 11.2 5.6 –24.4
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/19 USD 51.66 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/20 USD 276.67 71.8 67.7 –10.1
PF (LUX)-Piclife-Pca CH BA LUX 10/19 CHF 783.44 13.2 12.0 –5.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/19 EUR 61.24 36.8 25.9 –15.4
PF (LUX)-Rus Eq-Pca OT OT LUX 10/19 USD 64.55 174.6 113.1 NS
PF (LUX)-Security-Pca GL EQ LUX 10/19 USD 97.30 34.3 36.0 –11.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/19 EUR 456.04 38.4 27.7 –19.0
PF (LUX)-Timber-Pca OT OT LUX 10/19 USD 100.75 48.0 26.2 NS
PF (LUX)-US Eq-Ica US EQ LUX 10/19 USD 102.32 24.0 18.6 –12.7
PF (LUX)-USA Index-Pca US EQ LUX 10/19 USD 89.05 21.7 16.7 –14.7
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/19 USD 513.34 –3.3 5.6 6.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/19 USD 376.67 –3.3 5.6 6.0
PF (LUX)-USD Liq-Pca US MM LUX 10/19 USD 131.02 0.6 1.0 1.9

PF (LUX)-USD Liq-Pdi US MM LUX 10/19 USD 85.55 0.6 1.0 2.0
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/19 USD 101.56 0.3 0.8 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/19 USD 100.85 0.3 0.8 NS
PF (LUX)-Water-Pca GL EQ LUX 10/19 EUR 115.75 11.7 6.1 –14.8
PF (LUX)-WldGovBds-Pca GL BD LUX 10/20 USD 169.04 2.5 14.1 8.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/20 USD 139.91 2.5 14.1 8.5

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 10/19 USD 12.61 60.8 48.9 –9.0
Japan Fund USD JP EQ IRL 10/20 USD 16.92 15.2 41.1 –2.4
Polar Healthcare Class I USD OT OT IRL 10/19 USD 12.71 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/19 USD 12.70 NS NS NS

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/14 USD 124.64 116.1 83.9 –2.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/19 EUR 701.50 24.5 19.2 –17.5
Core Eurozone Eq B EU EQ IRL 10/19 EUR 833.75 26.8 22.6 NS
Euro Fixed Income A EU BD IRL 10/19 EUR 1223.74 8.1 7.5 –1.8
Euro Fixed Income B EU BD IRL 10/19 EUR 1304.88 8.6 8.2 –1.2
Euro Small Cap A EU EQ IRL 10/19 EUR 1208.29 42.5 24.9 –21.7
Euro Small Cap B EU EQ IRL 10/19 EUR 1292.73 43.2 25.6 –21.2
Eurozone Agg Eq A EU EQ IRL 10/19 EUR 667.42 34.3 26.8 –18.5
Eurozone Agg Eq B EU EQ IRL 10/19 EUR 958.00 34.9 27.6 –18.1
Glbl Bd (EuroHdg) A GL BD IRL 10/19 EUR 1357.96 13.4 13.4 2.4
Glbl Bd (EuroHdg) B GL BD IRL 10/19 EUR 1439.62 14.0 14.0 3.0
Glbl Bd A EU BD IRL 10/19 EUR 1067.11 8.8 7.7 1.9
Glbl Bd B EU BD IRL 10/19 EUR 1135.12 9.4 8.4 2.5
Glbl Real Estate A OT EQ IRL 10/19 USD 887.55 33.1 17.8 –20.0
Glbl Real Estate B OT EQ IRL 10/19 USD 913.92 33.8 18.5 –19.5
Glbl Real Estate EH-A OT EQ IRL 10/19 EUR 787.61 25.5 9.3 –21.7
Glbl Real Estate SH-B OT EQ IRL 10/19 GBP 74.07 24.9 8.5 –21.3
Glbl Strategic Yield A EU BD IRL 10/19 EUR 1549.30 37.0 30.2 1.1
Glbl Strategic Yield B EU BD IRL 10/19 EUR 1655.99 37.7 31.0 1.8
Japan Equity A JP EQ IRL 10/19 JPY 11653.45 12.8 8.3 –24.7
Japan Equity B JP EQ IRL 10/19 JPY 12405.90 13.3 8.9 –24.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/19 USD 2241.82 74.3 70.9 –10.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/19 USD 2389.62 75.1 71.9 –9.6
Pan European Eq A EU EQ IRL 10/19 EUR 964.23 34.2 25.8 –17.8
Pan European Eq B EU EQ IRL 10/19 EUR 1026.66 34.8 26.5 –17.4
US Equity A US EQ IRL 10/19 USD 861.29 28.7 20.9 –14.3
US Equity B US EQ IRL 10/19 USD 921.05 29.4 21.6 –13.8
US Small Cap A US EQ IRL 10/19 USD 1271.98 26.5 19.6 –15.9
US Small Cap B US EQ IRL 10/19 USD 1361.13 27.1 20.3 –15.4

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/20 EUR 14.33 1.4 12.6 12.4
Asset Sele C H-CHF OT OT LUX 10/20 CHF 99.47 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/20 GBP 100.72 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/20 JPY 9992.04 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/20 NOK 114.71 1.9 13.2 NS
Asset Sele C H-SEK OT OT LUX 10/20 SEK 143.89 0.9 13.2 12.8
Asset Sele C H-USD OT OT LUX 10/20 USD 100.63 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/20 SEK 135.04 0.9 12.6 NS
Choice Global Value -C- GL EQ LUX 10/20 SEK 75.62 25.7 17.3 –22.4
Choice Global Value -D- OT OT LUX 10/20 SEK 72.45 25.6 17.3 –22.4
Choice Global Value -I- OT OT LUX 10/20 EUR 6.50 33.5 13.1 –26.3
Choice Japan Fd -C- OT OT LUX 10/20 JPY 47.87 6.5 –1.5 –25.4
Choice Japan Fd -D- OT OT LUX 10/20 JPY 43.05 6.5 –1.5 –25.4
Choice Jpn Chance/Risk JP EQ LUX 10/20 JPY 50.78 13.4 2.7 –27.9
Choice NthAmChance/Risk US EQ LUX 10/20 USD 3.87 38.3 21.5 –14.4
Ethical Europe Fd OT OT LUX 10/20 EUR 1.93 29.2 14.0 –22.6
Europe 1 Fd OT OT LUX 10/20 EUR 2.78 33.0 17.1 –22.5
Europe 3 Fd EU EQ LUX 10/20 EUR 3.98 30.3 14.3 –23.3
Global Chance/Risk Fd GL EQ LUX 10/20 EUR 0.58 23.8 11.6 –17.2
Global Fd -C- OT OT LUX 10/20 USD 2.14 28.5 20.7 –16.6
Global Fd -D- OT OT LUX 10/20 USD 1.34 28.5 NS NS
Nordic Fd OT OT LUX 10/20 EUR 5.47 37.2 30.3 –12.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/20 USD 7.27 60.4 60.5 –13.4
Choice Asia ex. Japan -D- OT OT LUX 10/20 USD 1.28 60.4 NS NS

Currency Alpha EUR -IC- OT OT LUX 10/20 EUR 10.41 –4.6 –5.6 0.1
Currency Alpha EUR -RC- OT OT LUX 10/20 EUR 10.32 –5.0 –6.0 –0.4
Currency Alpha SEK -ID- OT OT LUX 10/20 SEK 96.79 –8.4 –9.4 NS
Currency Alpha SEK -RC- OT OT LUX 10/20 SEK 107.05 –5.0 –6.0 –0.4
Generation Fd 80 OT OT LUX 10/20 SEK 7.69 20.5 17.2 –11.7
Nordic Focus EUR NO EQ LUX 10/20 EUR 76.17 52.7 30.0 NS
Nordic Focus NOK NO EQ LUX 10/20 NOK 79.03 52.7 30.0 NS
Nordic Focus SEK NO EQ LUX 10/20 SEK 84.31 52.7 30.0 NS
Russia Fd OT OT LUX 10/20 EUR 8.74 161.8 117.8 –12.8

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/20 USD 1.78 28.1 17.3 –15.0
Ethical Glbl Fd -C- OT OT LUX 10/20 USD 0.84 23.7 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/20 USD 0.82 37.2 27.3 –14.5
Ethical Sweden Fd NO EQ LUX 10/20 SEK 40.48 46.8 46.4 –6.2
Index Linked Bd Fd SEK OT BD LUX 10/20 SEK 13.19 3.6 6.9 5.5
Medical Fd OT EQ LUX 10/20 USD 3.15 9.7 7.4 –9.1
Short Medium Bd Fd SEK NO MM LUX 10/20 SEK 8.81 1.1 2.1 2.4
Technology Fd -C- OT OT LUX 10/20 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/20 USD 2.40 54.0 35.9 –9.5
World Fd -C- OT OT LUX 10/20 USD 28.88 NS NS NS
World Fd -D- OT OT LUX 10/20 USD 2.19 36.7 31.0 –9.7

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/20 EUR 1.27 0.0 0.6 1.0
Short Bond Fd EUR -D- OT OT LUX 10/20 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/20 SEK 21.95 1.8 2.9 2.6
Short Bond Fd USD US MM LUX 10/20 USD 2.49 –0.3 0.1 1.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/20 SEK 10.35 2.9 4.1 0.9
Alpha Bond Fd SEK -B- NO BD LUX 10/20 SEK 8.96 2.9 4.1 0.9
Alpha Bond Fd SEK -C- NO BD LUX 10/20 SEK 25.90 2.8 3.9 0.8
Alpha Bond Fd SEK -D- NO BD LUX 10/20 SEK 8.07 2.8 3.9 0.8
Alpha Short Bd SEK -A- NO MM LUX 10/20 SEK 11.09 2.6 3.4 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/20 SEK 10.14 2.6 3.4 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/20 SEK 21.68 2.5 3.3 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/20 SEK 8.21 2.5 3.3 3.0
Bond Fd SEK -C- NO BD LUX 10/20 SEK 42.66 2.7 8.4 6.6
Bond Fd SEK -D- NO BD LUX 10/20 SEK 12.39 2.7 8.4 6.0
Corp. Bond Fd EUR -C- EU BD LUX 10/20 EUR 1.25 14.7 17.2 2.5
Corp. Bond Fd EUR -D- EU BD LUX 10/20 EUR 0.96 14.8 17.3 2.3
Corp. Bond Fd SEK -C- NO BD LUX 10/20 SEK 12.44 15.8 17.5 1.1
Corp. Bond Fd SEK -D- NO BD LUX 10/20 SEK 9.41 15.8 17.5 1.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/20 EUR 103.79 –0.1 8.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/20 EUR 108.15 4.4 13.0 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/20 SEK 1121.72 4.4 13.0 NS
Flexible Bond Fd -C- NO BD LUX 10/20 SEK 21.35 2.4 4.9 4.3
Flexible Bond Fd -D- NO BD LUX 10/20 SEK 11.68 2.4 4.9 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/20 USD 2.66 72.9 67.6 –10.5
Eastern Europe Fd OT OT LUX 10/20 EUR 2.50 47.7 34.2 –19.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/20 SEK 28.56 70.1 70.8 –12.8
Eastern Europe SmCap Fd OT OT LUX 10/20 EUR 2.54 96.8 49.0 –19.7
Europe Chance/Risk Fd EU EQ LUX 10/20 EUR 1025.34 34.5 17.0 –24.5
Listed Private Equity -C- OT OT LUX 10/20 EUR 130.60 58.6 –11.3 NS
Listed Private Equity -IC- OT OT LUX 10/20 EUR 77.02 86.5 4.5 NS
Listed Private Equity -ID- OT OT LUX 10/20 EUR 74.71 81.1 1.4 NS
Nordic Small Cap -C- OT OT LUX 10/20 EUR 129.39 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/20 EUR 129.71 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/20 SEK 79.66 –0.5 –8.5 –14.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/20 EUR 101.49 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/20 SEK 101.52 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/20 USD 102.72 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/20 SEK 72.78 –0.6 –8.6 –16.1
Asset Sele Opp C H NOK OT OT LUX 10/20 NOK 108.66 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/20 SEK 107.65 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/20 EUR 108.46 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/20 GBP 108.86 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/20 SEK 108.46 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/20 EUR 104.73 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/20 GBP 105.26 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/20 GBP 104.96 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/08 USD 1103.43 17.4 NS NS
MENA Special Sits Fund OT OT BMU 09/30 USD 1139.93 17.4 14.2 NS
UAE Blue Chip Fund OT OT ARE 10/15 AED 7.01 52.9 –2.9 –12.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 10/19 EUR 29.53 4.1 3.0 1.2
Bonds Eur Corp A OT OT LUX 10/16 EUR 22.93 10.6 17.0 2.0
Bonds Eur Hi Yld A OT OT LUX 10/16 EUR 20.42 53.6 34.6 –3.6
Bonds EURO A OT OT LUX 10/19 EUR 40.99 3.8 9.3 5.3
Bonds Europe A OT OT LUX 10/19 EUR 39.02 3.0 7.7 4.5
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 10/16 USD 36.60 16.1 19.1 9.3
Bonds World A OT OT LUX 10/19 USD 43.46 9.1 17.9 9.8
Eq. China A OT OT LUX 10/19 USD 23.21 55.3 75.8 –23.1
Eq. ConcentratedEuropeA OT OT LUX 10/19 EUR 26.72 29.7 27.1 –20.5
Eq. Eastern Europe A OT OT LUX 10/19 EUR 22.81 72.6 45.8 –27.5
Eq. Equities Global Energy OT OT LUX 10/19 USD 18.71 31.2 35.6 –13.0
Eq. Euroland A OT OT LUX 10/19 EUR 10.80 17.8 14.6 –22.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/19 EUR 17.53 27.7 27.7 –17.3
Eq. EurolandFinancialA OT OT LUX 10/19 EUR 12.60 49.6 24.9 –19.7
Eq. Glbl Emg Cty A OT OT LUX 10/19 USD 9.82 64.2 61.9 –16.1
Eq. Global A OT OT LUX 10/19 USD 27.84 32.3 31.6 –16.7
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/19 USD 30.86 47.6 114.7 0.1
Eq. Japan Sm Cap A OT OT LUX 10/19 JPY 1114.90 23.1 28.5 –24.1
Eq. Japan Target A OT OT LUX 10/19 JPY 1706.72 9.0 16.1 –12.2
Eq. Pacific A OT OT LUX 10/19 USD 10.30 61.3 59.3 –16.4
Eq. US ConcenCore A OT OT LUX 10/19 USD 21.64 33.2 28.3 –11.1
Eq. US Lg Cap Gr A OT OT LUX 10/19 USD 14.95 38.6 22.6 –15.3
Eq. US Mid Cap A OT OT LUX 10/19 USD 29.12 45.3 38.0 –16.2
Eq. US Multi Strg A OT OT LUX 10/19 USD 21.18 32.6 22.4 –16.5
Eq. US Rel Val A OT OT LUX 10/19 USD 20.59 32.6 22.7 –18.2
Eq. US Sm Cap Val A OT OT LUX 10/19 USD 16.35 26.3 4.1 –23.5
Eq. US Value Opp A OT OT LUX 10/19 USD 16.33 26.0 10.9 –23.0
Money Market EURO A OT OT LUX 10/19 EUR 27.38 0.9 1.7 3.0
Money Market USD A OT OT LUX 10/19 USD 15.83 0.5 1.0 2.2

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/20 JPY 9218.00 7.1 0.6 –31.9
YMR-N Small Cap Fund OT OT IRL 10/20 JPY 7194.00 12.1 18.0 –30.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/20 JPY 6241.00 5.7 –4.2 –31.3
Yuki 77 Growth JP EQ IRL 10/20 JPY 5825.00 –1.5 –16.0 –36.7

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/20 JPY 6723.00 7.7 –2.6 –30.9
Yuki Chugoku JpnLowP JP EQ IRL 10/20 JPY 8076.00 –1.4 –1.6 –28.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/20 JPY 6518.00 –3.7 –12.6 –34.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/20 JPY 4589.00 0.9 –8.3 –33.0
Yuki Hokuyo Jpn Inc JP EQ IRL 10/20 JPY 5255.00 –0.5 –9.3 –26.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/20 JPY 5268.00 12.0 18.5 –27.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/20 JPY 4352.00 2.4 –11.5 –35.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/20 JPY 4742.00 5.6 –9.4 –35.5
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/20 JPY 6747.00 10.6 –2.7 –31.0
Yuki Mizuho Jpn Gen OT OT IRL 10/20 JPY 8625.00 7.5 –2.7 –31.7
Yuki Mizuho Jpn Gro OT OT IRL 10/20 JPY 6411.00 2.5 –2.2 –33.5
Yuki Mizuho Jpn Inc OT OT IRL 10/20 JPY 7556.00 –5.0 –11.2 –29.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/20 JPY 5166.00 3.7 –7.0 –30.5
Yuki Mizuho Jpn LowP OT OT IRL 10/20 JPY 11986.00 5.8 6.4 –24.6
Yuki Mizuho Jpn PGth OT OT IRL 10/20 JPY 8029.00 5.1 –4.3 –34.3
Yuki Mizuho Jpn SmCp OT OT IRL 10/20 JPY 7367.00 20.1 25.0 –29.8
Yuki Mizuho Jpn Val Sel OT OT IRL 10/20 JPY 5751.00 10.7 3.9 –26.4
Yuki Mizuho Jpn YoungCo OT OT IRL 10/20 JPY 3062.00 28.3 21.8 –33.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/20 JPY 5434.00 6.6 –4.5 –33.7

Continued from previous page

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

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 10/09 GBP 1.06 13.1 NS NS
Global Absolute EUR OT OT NA 10/09 EUR 1.54 11.7 NS NS
Global Absolute USD OT OT GGY 10/09 USD 1.97 11.7 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 09/30 EUR 87.83 15.1 –7.4 –9.9
Special Opp Inst EUR OT OT CYM 09/30 EUR 82.86 15.4 –7.0 –9.3
Special Opp Inst USD OT OT CYM 09/30 USD 94.10 16.6 –3.3 –7.3
Special Opp USD OT OT CYM 09/30 USD 92.32 16.0 –4.0 –8.0

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 09/30 CHF 109.42 9.6 1.2 –4.3
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 09/30 GBP 130.32 10.6 0.8 –2.8
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 09/30 USD 110.12 11.6 4.6 –1.3

GH FUND S EUR OT OT CYM 09/30 EUR 125.86 11.3 2.0 –2.3
GH FUND S GBP OT OT JEY 09/30 GBP 130.53 11.0 1.9 –1.8
GH Fund S USD OT OT CYM 09/30 USD 147.77 11.9 5.1 –0.8
GH Fund USD OT OT GGY 09/30 USD 270.17 10.8 3.7 –2.1
Hedge Investments OT OT JEY 08/21 USD 134.41 8.5 NS NS
Leverage GH USD OT OT GGY 09/30 USD 117.77 20.8 2.4 –9.7
MultiAdv Arb CHF Hdg OT OT JEY 09/30 CHF 92.67 10.3 –5.0 –9.6
MultiAdv Arb EUR Hdg OT OT JEY 09/30 EUR 100.66 11.4 –4.6 –8.6
MultiAdv Arb GBP Hdg OT OT JEY 09/30 GBP 108.59 12.0 –5.5 –8.5
MultiAdv Arb S EUR OT OT CYM 09/30 EUR 107.30 12.1 –3.6 –7.6
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 112.37 12.7 –4.2 –7.2
MultiAdv Arb S USD OT OT CYM 09/30 USD 122.75 13.3 –0.3 –6.0
MultiAdv Arb USD OT OT GGY 09/30 USD 189.82 12.5 –1.4 –7.2

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 09/30 EUR 98.37 10.9 1.7 –6.7
Asian AdvantEdge OT OT JEY 09/30 USD 180.70 11.5 4.2 –5.5
Emerg AdvantEdge OT OT JEY 09/30 USD 165.47 17.9 2.2 –8.1
Emerg AdvantEdge EUR OT OT JEY 09/30 EUR 92.06 17.2 –1.7 –10.1
Europ AdvantEdge EUR OT OT JEY 09/30 EUR 133.73 16.0 9.1 –3.2
Europ AdvantEdge USD OT OT JEY 09/30 USD 142.05 16.4 11.2 –2.4
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 09/30 EUR 106.86 8.1 NS NS
Real AdvantEdge USD OT OT NA 09/30 USD 106.94 8.4 NS NS
Trading Adv JPY OT OT NA 09/30 JPY 9650.33 NS NS NS
Trading AdvantEdge OT OT GGY 09/30 USD 146.60 –3.3 2.4 9.2
Trading AdvantEdge EUR OT OT GGY 09/30 EUR 133.26 –3.2 2.5 8.9
Trading AdvantEdge GBP OT OT GGY 09/30 GBP 140.60 –3.4 3.3 10.4
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 09/30 EUR 194.95 NS NS NS
Integrated European Fd EUR OT OT CYM 07/31 EUR 151.81 1.9 –2.7 –0.7

Integrated Multi St N EUR OT OT VGB 07/31 EUR 99.08 NS NS NS
Integrated Multi St N GBP OT OT VGB 07/31 GBP 99.21 NS NS NS
Integrated Multi St N USD OT OT VGB 07/31 USD 99.39 NS NS NS
Integrated Strategic Fund-MS Z EUR OT OT VGB 07/31 EUR 100.07 NS NS NS

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 09/30 USD 142.87 41.1 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/09 USD 360.75 87.8 11.9 –33.4
Antanta MidCap Fund EE EQ AND 10/09 USD 650.10 124.3 7.8 –36.3
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 09/30 EUR 91.85 8.2 1.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 09/30 EUR 91.18 7.8 1.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 09/30 EUR 101.32 11.7 8.1 NS
Key Hedge EUR-RC- OT OT LUX 09/30 EUR 100.61 11.3 7.5 NS

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

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 09/30 EUR 88.07 10.6 –3.9 NS
Key Recovery -RC- OT OT LUX 09/30 EUR 87.43 10.2 –4.4 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 10/13 USD 48.53 –41.7 –26.0 8.5
Superfund GCT USD* OT OT LUX 10/13 USD 2454.00 –32.8 –22.6 5.5
Superfund Green Gold A (SPC) OT OT CYM 10/13 USD 1025.87 –11.8 1.7 20.7
Superfund Green Gold B (SPC) OT OT CYM 10/13 USD 1040.62 –22.8 –4.3 19.4
Superfund Q-AG* OT OT AUT 10/13 EUR 6962.00 –20.6 –10.6 7.2

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 09/30 EUR 951.96 NS NS NS
Winton Evolution GBP Cls G OT OT CYM 09/30 GBP 955.54 NS NS NS
Winton Evolution USD Cls F OT OT CYM 09/30 USD 1205.96 –4.9 4.0 5.0
Winton Futures EUR Cls C OT OT VGB 09/30 EUR 195.42 –5.1 5.6 10.0
Winton Futures GBP Cls D OT OT VGB 09/30 GBP 210.95 –5.0 6.3 11.1
Winton Futures JPY Cls E OT OT VGB 09/30 JPY 13810.43 –6.4 3.0 6.9
Winton Futures USD Cls B OT OT VGB 09/30 USD 693.03 –5.5 5.1 9.7
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 09/30 USD 1378.10 3.2 3.2 2.6 –18.0 –7.1

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Pakistan refugees surge
Thousands more flee
attack on Taliban;
Islamabad school hit

A policeman guards the scene of a bomb blast Tuesday at the International
Islamic University in Islamabad, which killed six, including the two bombers.

ECONOMY & POLITICS

Thousands of refugees fled
fighting between Pakistani sol-
diers and Taliban militants in
South Waziristan Tuesday, raising
fears of a humanitarian crisis com-
pounded by dangerous conditions
and the onset of winter weather.

Aid agencies said there were as
many as 150,000 refugees already,
and the number could rise to
250,000 in coming weeks as the

fighting intensifies.
Pakistan’s military, spurred by

a rash of militant bombings across
the country, began an offensive
this week against the main Paki-
stan Taliban faction in South
Waziristan, which borders Afghan-
istan. The army had foreshadowed
the campaign for months, and refu-
gees began leaving the area in May
in anticipation of fighting.

On Tuesday, six people, includ-
ing two bombers, were killed in sui-
cide-bomb attacks at the Interna-
tional Islamic University on the
outskirts of Islamabad, the capi-
tal. One explosion took place in-
side a faculty building and the
other at a women’s cafeteria.

Rehman Malik, the federal inte-
rior minister, said the attacks
were in retaliation for the military
operation in South Waziristan.

“The militants are testing our
nerves,” he said.

Early Tuesday, security officials
said, Taliban militants recaptured
Kotaki, the hometown of Hakimul-
lah Mehsud, the chief of the Mehsud
faction of the Pakistan Taliban—a
loose umbrella organization of
more than a dozen tribal factions.

Government forces, which had
briefly held the town, were still con-
trolling the hills surrounding it.

Some 30,000 government
forces are fighting 10,000 insur-
gents in a battle that is being
viewed as a test of the Pakistani
military’s resolve to fight the Is-
lamic militancy. A military spokes-
man said 20 militants had been
killed in the fighting since Mon-
day. The report couldn’t be inde-
pendently confirmed.

Refugees—many who have left

everything behind—fled to Dera Is-
mail Khan and Tank, the two major
towns in North-West Frontier

province on the border of South
Waziristan. Aid workers said hu-
manitarian access to the refugees
remains the key challenge for the
government given the volatile se-
curity environment in the area.

The government has yet to set
up refugee camps and the dis-
placed people are staying either
with relatives or clansmen.

Registered refugees are getting
cash or food items. But a large num-
ber of migrants have to find their
own means to survive, said Faisal
Ali Khan, head of FIDA, a nongov-
ernmental relief organization.

Muhammad Shah Jahan, a
49-year-old wage laborer, said he
fled his home in Khaisor village
with seven family members after a
shell hit his house, killing his
14-year-old nephew. The family
walked on foot to reach Dera Is-
mail Khan. “We had no money and
nowhere to go,” he said.

He found shelter at the home of
a fellow Mehsud tribesman. “But
how long we can stay with our
host?” he wondered.

The plight of members of the
Mehsud tribe who don’t have any
relatives in the area is worse. Aid
workers said there is visible hostil-
ity toward Mehsuds because they
are associated with the main Tali-
ban faction and Dera Ismail Khan
has been the target of terrorist at-
tacks in recent years.

“People refuse me shelter be-
cause I am Mehsud,” said Muham-
mad Alam Mehsud, 47 years old,
who arrived in the town last week
with 12 members of his family.
“People fear that police would ha-
rass them if they provide refuge to
a Mehsud.”

One of the reasons cited by the
government for not establishing
camps is the fear of bloodshed be-
tween tribes. “They come here
with their tribal rivalries and it is
difficult to put them together,”
said Qamaruzaman Kaira, the fed-
eral information minister.

Some 32,000 refugees have reg-
istered with officials since the
start of the military offensive, said
Arien Rumery, a spokeswoman for
United Nations High Commission
for Refugees in Islamabad. They
join more than 80,000 people who
had fled South Waziristan since
May, bringing the total number of
registered displaced persons to
more than 112,000.

Aid workers said the official
number of refugees could rise as
more flee the fighting and register
with the government.

“The number of refugees could
go up to 250,000 in the next few
weeks as the conflict could go much
longer,” said Barbara Billi Bierling,
a spokeswoman for the U.N. Office
for the Coordination of Humanitar-
ian Affairs in Islamabad.
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By Zahid Hussain in Islamabad
and Rehmat Mehsud

in Peshawar
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Gl Value A GL EQ LUX 10/19 USD 11.30 33.1 27.1 –21.9
Gl Value B GL EQ LUX 10/19 USD 10.40 32.0 25.8 –22.7
Gl Value I GL EQ LUX 10/19 USD 11.99 33.8 28.0 –21.3
India Growth A - OT OT LUX 10/16 USD 124.79 NS NS NS
India Growth AX OT OT LUX 10/16 USD 109.02 88.7 77.8 –5.0
India Growth B - OT OT NA 10/16 USD 131.00 NS NS NS
India Growth BX OT OT LUX 10/16 USD 93.38 87.2 76.1 –5.9
India Growth I EA EQ LUX 10/16 USD 112.86 89.3 78.5 –4.7
Int'l Health Care A OT EQ LUX 10/19 USD 129.47 10.3 6.0 –11.3
Int'l Health Care B OT EQ LUX 10/19 USD 109.43 9.4 4.9 –12.1
Int'l Health Care I OT EQ LUX 10/19 USD 141.23 11.0 6.8 –10.5
Int'l Technology A OT EQ LUX 10/19 USD 104.00 42.2 29.4 –15.3
Int'l Technology B OT EQ LUX 10/19 USD 90.30 41.0 28.1 –16.1
Int'l Technology I OT EQ LUX 10/19 USD 116.43 43.1 30.4 –14.6
Japan Blend A JP EQ LUX 10/19 JPY 5907.00 10.1 3.9 –26.0
Japan Growth A JP EQ LUX 10/19 JPY 5826.00 4.7 –1.5 –26.4
Japan Growth I JP EQ LUX 10/19 JPY 5985.00 5.4 –0.7 –25.8
Japan Strat Value A JP EQ LUX 10/19 JPY 5940.00 15.2 9.2 –26.1
Japan Strat Value I JP EQ LUX 10/19 JPY 6088.00 15.9 10.1 –25.5

Real Estate Sec. A OT EQ LUX 10/19 USD 14.30 34.0 20.2 –18.0
Real Estate Sec. B OT EQ LUX 10/19 USD 13.09 32.9 18.9 –18.9
Real Estate Sec. I OT EQ LUX 10/19 USD 15.34 34.8 21.2 –17.4
Short Mat Dollar A US BD LUX 10/19 USD 7.19 9.5 1.9 –7.5
Short Mat Dollar A2 US BD LUX 10/19 USD 9.62 9.8 1.8 –7.6
Short Mat Dollar B US BD LUX 10/19 USD 7.19 9.2 1.4 –7.9
Short Mat Dollar B2 US BD LUX 10/19 USD 9.58 9.4 1.4 –8.0
Short Mat Dollar I US BD LUX 10/19 USD 7.19 10.0 2.4 –7.0

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/19 GBP 8.03 20.6 32.9 –8.3
Andfs. Borsa Global GL EQ AND 10/19 EUR 6.41 10.6 6.0 –19.1
Andfs. Emergents GL EQ AND 10/19 USD 17.16 71.7 69.5 –10.9

Andfs. Espanya EU EQ AND 10/19 EUR 13.62 25.8 21.3 –13.0
Andfs. Estats Units US EQ AND 10/19 USD 14.74 20.8 14.8 –14.3
Andfs. Europa EU EQ AND 10/19 EUR 7.84 20.8 17.0 –16.6
Andfs. Franca EU EQ AND 10/19 EUR 9.59 15.9 14.1 –18.3
Andfs. Japo JP EQ AND 10/19 JPY 504.42 15.1 16.2 –22.8
Andfs. Plus Dollars US BA AND 10/19 USD 9.40 11.5 8.9 –6.9
Andfs. RF Dolars US BD AND 10/19 USD 11.37 11.2 10.6 –0.2
Andfs. RF Euros EU BD AND 10/19 EUR 10.80 20.7 17.5 –1.9
Andorfons EU BD AND 10/19 EUR 14.45 21.1 15.4 –4.0
Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 4.8 –13.4 –7.6
Andorfons Mix 30 EU BA AND 10/19 EUR 9.56 18.1 10.0 –10.1
Andorfons Mix 60 EU BA AND 10/19 EUR 9.23 13.6 4.8 –16.8

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

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 10/20 EUR 9.18 –5.1 –6.3 –3.1
DJE-Absolut P GL EQ LUX 10/20 EUR 200.10 14.2 10.0 –10.5
DJE-Alpha Glbl P EU BA LUX 10/20 EUR 175.86 14.3 12.5 –6.4

DJE-Div& Substanz P GL EQ LUX 10/20 EUR 209.88 20.0 22.4 –7.4
DJE-Gold&Resourc P OT EQ LUX 10/20 EUR 170.97 30.8 56.7 –5.6
DJE-Renten Glbl P EU BD LUX 10/20 EUR 129.20 8.0 9.8 2.7
LuxPro-Dragon I AS EQ LUX 10/20 EUR 153.16 65.0 62.3 –13.1
LuxPro-Dragon P AS EQ LUX 10/20 EUR 149.22 64.4 61.5 –14.2
LuxTopic-Aktien Europa EU EQ LUX 10/20 EUR 17.30 20.7 29.0 –4.6
LuxTopic-Pacific AS EQ LUX 10/20 EUR 15.01 65.9 47.7 –17.8

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 10/14 USD 44.44 28.5 NS NS
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/13 SAR 6.16 30.0 –3.7 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2
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Brazil attempts to rein in
currency’s sharp advance
Nation imposes tax
on foreign investment;
‘knee-jerk reaction’?

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

Brazil in demand
Year-to-date change

2009
Source: Thomson Reuters via 
WSJ Market Data Group

60%

40

20

0

–20

Bovespa stock index

Real’s value
vs. dollar

BNY Mellon ‘got the message,’ cut risks

Kaupthing loses ruling in U.K.
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By John Lyons

SÃO PAULO, Brazil—Seeking to
restrain a surging currency, Brazil-
ian financial authorities announced
a tax on foreign investment in local
bonds and stocks just days after the
nation’s president knocked down ru-
mors officials were preparing the
measure.

Brazil’s real, among the world’s
fastest-climbing currencies,
dipped against the dollar Monday
on investor expectation that the
levy would be imposed. The real
has gained about 35% against the
dollar this year.

The move underscores the enor-
mous investor demand for Brazil-
ian assets in the wake of the global
financial crisis.

The nation’s strong banking sys-
tem and buoyant consumer class
helped deaden the blow of the eco-

nomic downturn, making the
South American nation one of the
world’s few economic bright spots.

Government officials are now
concerned that the influx of inter-
national investment funds that has
pushed its benchmark stock index
up nearly 80% this year may be too
much of a good thing.

The 2% tax on foreign invest-
ment is designed to prevent cur-
rency volatility by damping inter-
est in Brazilian securities among
speculative short-term investors.

“Our concern is the excess of
speculation,” Brazilian Finance
Minister Guido Mantega said in an-
nouncing the measure late Mon-
day.

The fast-rising currency poses
a threat to Brazil’s powerful export
sector, credited with driving an
economic expansion in recent
years.

Brazil is the world’s biggest ex-
porter of beef, chicken, sugar and
iron ore.

As the Brazilian currency rises

against the dollar, exporters’
profit margins fall.

The 2% rate is higher than most
economists had expected, and is
also more than the 1.5% tax on in-
flows into fixed-income securities
in place until the end of 2008,
when that tax was lifted amid the
global financial crisis.

While the measure prompted a
dip in the currency on Monday,
some economists raised questions
about the long-term effectiveness
of the move.

Brazil has resorted to such mea-
sures in the past, with mixed
results.

“Unfortunately, such moves are
unlikely to have much effect be-
yond the knee-jerk reaction,” said
Doug Smith, who follows Latin
America at Standard Chartered
Bank.

According to Mr. Smith, Brazil
could slow the rise of its currency
in more effective ways. Those in-
clude slowing the pace of govern-
ment spending, which has risen as
national elections approach next
year, and lowering the towering
taxes on imported capital goods,
like machines.

That could increase demand for
dollars and also boost the produc-
tivity of local companies.

Other analysts have speculated
that Brazilian officials had more
than the currency in mind when
levying the tax. Increased govern-
ment spending has led to a rising
budget shortfall that officials are
seeking to plug.

Local newspapers have re-
ported that the government may
also impose a tax on some commod-
ity exports.

Mr. Mantega said on Monday
the tax isn’t being imposed to raise
revenue.

—Alastair Stewart
and Gerald Jeffris

contributed to this article.
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By Marshall Eckblad

And Joan E. Solsman

Bank of New York Mellon Corp.
said it listened to investor concerns
and sold or restructured $12.1 bil-
lion in risky investments, even
though the moves led to a net loss of
$2.5 billion in the third quarter.

“We got the message,” Chief Ex-
ecutive Officer Robert Kelly said on
Tuesday. The bank’s level of unreal-
ized losses, he said, “was an issue
for our stock.”

BNY Mellon in essence hit the re-
set button on its investment portfo-
lio by selling some risky securities
at a loss to outside investors, and by,
in essence, selling securities to it-
self at a loss. The latest loss was the
equivalent of $2.05 a share, com-
pared with the year-earlier profit
$303 million, or 26 cents a share.

The moves tagged the New York
trust bank with $4.8 billion in invest-

ment losses. But the sales and re-
structures make the bank’s portfo-
lio less likely to generate hefty one-
time charges or losses in future quar-
ters. When banks post high levels of
temporary losses, investors can be-
come concerned over when, or if,
those losses will eventually become
permanent.

While Bank of New York Mellon,
formed in July 2007 when Bank of
New York acquired Mellon Financial
Corp., managed to remain profitable
last year, it has struggled in the past
couple of quarters with investment
write-downs and securities losses.
The company is a custodial bank,
which means it generally holds in-
vestments and securities for other
investors, but it has faced troubles
related to its own investments.

The bank said its most-problem-
atic investments were those tied to
mortgages not supported by the U.S.
government. Mr. Kelly suggested

the buyers of the bank’s risky securi-
ties may have made their purchases
through the government’s Public-
Private Investment Program, or
PPIP. He said buyers through the pro-
gram may be facing a shortage of
available assets; financial firms
have been hesitant to sell securities
at a loss.

To clear up the prospect of large
losses at some point in the future,
the bank put for-sale signs on $3.6
billion of mostly mortgage-backed
securities not guaranteed by the
U.S. government. It basically sold an-
other $8.5 billion in securities to it-
self at a loss by changing them from
held-for-sale investments, which
must regularly be marked to market
prices, to held-to-maturity invest-
ments. As held-to-maturity invest-
ments, the bank holds the securities
as it would conventional loans,
which don’t need to be marked to
market on a regular basis.

California Attorney General
Jerry Brown said he is suing State
Street Bank & Trust, a unit of State
Street Corp., for alleged fraud
against the state’s two largest pen-
sion funds.

The lawsuit seeks to recover $200
million from the bank for allegedly ille-
gal overcharges and penalties against
the California Public Employees’ Re-
tirement System and the California
State Teachers’ Retirement System.

A spokesman for Mr. Brown said
Monday that the suit is unrelated to
“pay-to-play” allegations that Calp-
ers said last week it was investigat-
ing. State Street didn’t immediately
respond to requests for comment.

California sues State Street over pension costs

By Laurence Norman

LONDON—The U.K.’s High Court
said Tuesday there is no case for a ju-
dicial review of the government’s de-
cision to transfer the assets of the
U.K. Internet-banking business of
Iceland's Kaupthing Bank Hf.

The ruling, which also sheds
light on the chaotic events leading
up to the decision, suggests Kaupth-
ing’s U.K. subsidiary repeatedly
failed to meet obligations that au-
thorities demanded.

Kaupthing was seeking judicial
oversight of the U.K. Treasury deci-
sion on Oct. 8, 2008, to transfer to
ING Direct the assets of Kaupthing
Singer Friedlanders’s Kaupthing
Edge Internet account. They
claimed the government over-
stepped its powers.

In its ruling Tuesday, the court
said there is “no legal error in the
treasury’s decision-making pro-
cess” and the government didn’t ex-
ceed its powers.

At the time of the transfer,
Kaupthing Edge had around 170,000
depositors with deposits of around
£2.7 billion ($4.4 billion), according
to the court ruling.

The U.K. government made the

decision at the height of the global fi-
nancial crisis. All three of Iceland’s
main banks, including Kaupthing,
were nationalized in October 2008
after coming close to collapse.

The decision to transfer the as-
sets came the same day the U.K. gov-
ernment invoked an anti-terrorism
law to seize the U.K. assets of Ice-
land’s second-largest bank, Lands-
banki.

Iceland’s government strongly
protested some of the U.K. decisions
and senior officials later suggested
the Treasury’s transfer of KSF’s as-
sets helped spark the demise of
Kaupthing, which was nationalized
later that day.

In the fullest detail so far of the
days leading up to Oct. 8, the judges
said KSF repeatedly failed to fulfill
actions demanded of it. The justices
cite an email from the U.K.’s Finan-
cial Services Authority on Oct. 3 say-
ing KSF had “consistently reported”
it had maintained at least 95% of in-
stant access retail deposits—some
£2 billion—in the U.K., but they
found the funds “only amount to
GBP500 million.”

The ruling showed the FSA re-
peatedly requested that KSF bolster
its liquidity. But by Oct. 6, when trad-

ing in Icelandic bank shares was sus-
pended and Iceland’s government
enacted emergency legislation in-
cluding guarantees for domestic de-
positors, the judges said that “nei-
ther the £1.6 billion increase in li-
quidity referred to in the FSA’s
email on October 3 nor the £186 mil-
lion” promised on Oct. 5 “was forth-
coming.”

The justices say KSF was given
several more deadlines to increase li-
quidity or provide evidence it would
be able to meet its obligations. But
after an Oct. 8 deadline passed, the
FSA ordered it to stop taking depos-
its. The Treasury moved quickly to
transfer the deposits to ING for the
purpose of “maintaining the stabil-
ity of the U.K. financial system.”

In a statement Tuesday, Steinar
Thor Gudgeirsson, chairman of the
resolution committee of Kaupthing
Bank, said “the sole objective of this
litigation was to bring all existing
and available information to the sur-
face so that the committee would
know on what grounds the U.K. Trea-
sury based its actions.”

A Kaupthing spokesperson
didn't respond when asked if it
would appeal the court’s ruling.

The U.K. Treasury and the FSA
also declined to comment.

A strong banking
system and buoyant
consumer class
have fueled growth.
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