
U.S. Vice President Joe Biden lays a wreath at the Warsaw Ghetto 1943 Uprising monument on Wednesday, a day when Premier Donald
Tusk said his country was ready to participate in the Obama administration's revamped plan for a U.S. missile-defense shield in Europe.
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As dollar slides, fears rise
Policy makers fret over recovery as greenback crosses $1.50 against euro
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Mattel hopes Barbie facelift
will show up younger rivals
News in Depth, Pages 16-17

4 p.m. ET
PCT

CLOSE CHG

DJIA 9949.36 -0.92
Nasdaq 2150.73 -0.59
DJ Stoxx 600 249.19 +0.38
FTSE 100 5257.85 +0.28
DAX 5833.49 +0.37
CAC 40 3873.22 +0.05

Euro $1.5000 +0.38
Nymex crude $81.37 +2.88

By Marcus Walker

BERLIN—A plan by Germa-
ny’s incoming government to
cut taxes while shifting tens of
billions of euros in social
spending outside the regular
budget was attacked by busi-
ness groups, economists and
political opponents as an ac-
counting trick.

A draft agreement between
Chancellor Angela Merkel’s
conservatives and their new
partners, the business-friendly
Free Democratic Party, envis-
ages a “special fund,” sepa-
rated from the main federal
budget, to cover some of the fi-
nancial shortfalls in Germany’s
welfare state.

The maneuver could help
Ms. Merkel to cut taxes while
avoiding unpopular spending

cuts, and tame Germany’s bud-
get deficit at the same time,
economists say.

If center-right leaders
adopt the plan, the new govern-
ment could quickly borrow Œ50
billion ($74.65 billion) to Œ60
billion to stock up the fund,
which would be used in coming
years to cover part of the cost
of Germany’s labor-market pro-
grams and public health care.

The idea, earlier reported
Tuesday by German media,
drew fire from Ms. Merkel’s po-
litical opponents. Joachim
Poss, a leading lawmaker from
the left-leaning Social Demo-
crats, accused the center-right
parties of planning tax cuts for
businesses and better-off vot-
ers, and hiding the resulting
public debt in a “shadow bud-
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He’s no Churchill
Gordon’s choice: Win in
Afghanistan, or forfeit by
indecision. Page 15
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Leading the News: As Vatican reaches out to Anglicans, an archbishop’s job gets tougher
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German budget plan

draws wide criticism

europe.WSJ.com

A memorial to Poland’s past and a look to the future

By Neil Shah

The dollar crossed the
$1.50 threshold against the
euro for the first time in 14
months, raising concerns in
Europe about the strength of
the common currency and the
impact it might have on any
nascent economic recovery.

Policy makers like Euro-
pean Central Bank President
Jean-Claude Trichet and
French Finance Minister
Christine Lagarde have tried
in recent days to jawbone the
euro lower, and the dollar

higher, but markets largely
have ignored the rhetoric. A
strong euro makes euro-zone
exports less competitive and
can make imported U.S.
goods less expensive.

Late Wednesday in New
York, the euro was at $1.5008,
the highest since August
2008, compared with $1.4930
late Tuesday. Europe’s com-
mon currency has advanced
nearly 20% against the dollar
since March and about 11%
against a basket of currencies
of its trading partners in the
last year.

“A euro above $1.50 is
something the euro zone
could definitely do without,
given the fragility of its recov-
ery,” said Howard Archer,
chief European and U.K. econ-
omist at IHS Global Insight in
London.

The British pound also
jumped, to $1.6597 from
$1.6367 late Tuesday, as inves-
tors became more confident
that the Bank of England may
halt next month, at least tem-
porarily, a program of buying
bonds to boost the economy.

Elsewhere, the Bank of

Canada failed to talk the Cana-
dian dollar lower against the
greenback, and the Brazilian
real strengthened more than
1% despite a move by officials
to impose a tax aimed at re-
ducing foreign-exchange in-
flows.

While many nations, such
as Canada and Brazil, have
had sporadic success halting
the dollar’s slide, the dollar’s
weakness remains a concern.
The euro keeps marching
higher and a number of coun-
tries are intervening in mar-
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By Adam Bradbery

And Laurence Norman

LONDON—The U.K. Finan-
cial Services Authority said it
will release a report Thursday
about how to regulate interna-
tional banks that are deemed
“too big to fail,” just two days
after Bank of England Gov.
Mervyn King reiterated that
such institutions should be
broken up.

Mr. King’s views on the is-
sue carry weight because the
opposition Conservative
Party plans to hand responsi-
bility for regulating banks to
the Bank of England if it wins
the next election, which will
be held by the middle of next
year, though it isn’t clear
whether Mr. King would still
be in charge of such regula-
tion. The Conservatives lead
the ruling Labour Party in
opinion polls.

Asked about Mr. King’s
comments in Parliament
Wednesday, Prime Minister
Gordon Brown said the differ-
ence between retail and in-
vestment banks wasn’t the
root of the problems in the fi-
nancial sector. The dispute be-
tween the government and
the central bank over how to
deal with large financial insti-
tutions first surfaced in June.

The FSA’s paper comes
partly in response to the pres-
sure from the Group of 20 in-
dustrial and developing na-
tions, which agreed last
month to apply higher regula-
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Big banks
are facing
new rules
in U.K.
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n Global Infrastructure Part-
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Dollar crisis? What
about a euro crisis?

The dollar’s move be-
yond $1.50 to the euro
Wednesday added to con-
cerns that the world’s re-
serve currency faces sud-
den retirement. Reserve
currencies aren’t “created,”
however. Rather, they
emerge as a result of time
and the ravages thereof: It
took the best part of a cen-
tury and two world wars to
knock the pound off its
perch.

The dollar’s current
weakness should be placed
in context. Since 2002,
when the greenback
reached its last cyclical
peak, it has fallen 21% in
real, trade-weighted terms.
That is no bigger than pre-
vious cyclical falls seen in
the 1970s and 1980s.

Moreover, so far in this
cycle, the dollar’s decline
remains relatively orderly.
BofA Merrill Lynch Global
Research points out that
back in 1987, a real dollar

crisis combining a 10% drop
in the buck’s value and a
three-percentage-point
jump in Treasury yields
helped tee up Black Mon-
day in global stock
markets.

That is no reason to be
complacent. The boost
given by the falling dollar
to commodity prices is
squeezing the economy at
precisely the wrong time. It

also risks stoking fears
about inflation, which
could touch off a rally in
Treasury yields.

The nearer-term prob-
lem, however, may actually
be on the other side of the
Atlantic. The euro is up al-
most 19% against the dollar
since March, putting pres-
sure on exporters based in
the Old World and jeopardiz-
ing economic recovery there.

Even so, beyond worried
mutterings, intervention to
push the euro lower looks
unlikely for now. For one
thing, the euro remains be-
low last year’s peak of
$1.59.

Moreover, as Marc Chan-
dler, chief currency strate-
gist at Brown Brothers Har-
riman & Co. points out,
wide disparities in eco-
nomic performance in the
euro zone complicate the
issue. While struggling
countries like Spain and Ire-
land might dearly love to
devalue to cope with struc-
turally high unit labor
costs—as they did routinely
before the advent of the
euro—it isn’t clear Ger-
many desires that. The real
crisis exposed by the dol-
lar’s slump may be the lack
of a cohesive policy ap-
proach to dealing with the
euro zone’s sizable eco-
nomic problems.
 —Liam Denning

More at WSJ.com/Heard

The case for the breakup

Gatwick sale may mark low for Ferrovial’s BAA buy

Breaking up is hard to do.
But it could help create a
much sounder banking sys-
tem.

Bank of England governor
Mervyn King created a stir
this week by giving intellec-
tual support to the idea of
separating banks from their
riskier securities businesses.
President Obama’s economic
adviser, Paul Volcker, has ad-
vocated keeping insured
banks out of risky activities.

So far the Obama adminis-
tration shows no sign of tak-
ing up this idea in its finan-
cial-overhaul proposals. But
as the administration’s finan-
cial-system overhaul appears
to stall, it may be time to
take the separation idea seri-
ously.

Why is a return to the
world of Glass-Steagall worth
thinking about? First, it im-
mediately deals with one of
the biggest headaches facing
regulators. Let us say a large
bank does conventional bank-
ing, like taking deposits and
making regular loans, but
also runs a leveraged invest-
ment bank engaged in riskier
activities, like proprietary
trading. Right now, the gov-
ernment is not only backing
the conventional bank
through deposit insurance
and other supports, it also is
effectively behind the invest-
ment bank. Collapse of that
part of the bank would cre-
ate problems for the entire
entity. Divesting the invest-
ment bank would get rid of
that potential threat.

The first objection is that
in the complex world of mod-
ern banking, it would be too
hard to distinguish which
businesses wouldn’t receive
government backing. But Mr.
King says existing regula-
tions already make “distinc-
tions between different types
of banking activities when de-

termining capital
requirements.”

Another criticism is that
newly independent invest-
ment banks would still pose
a threat to the wider system.
But divestment could easily
be accompanied by tough
measures, like far higher capi-
tal requirements, stringent
restrictions on short-term
funding and caps on balance-
sheet size.

Opponents might also
point out that conventional
banks also can cause big
losses for the taxpayer. But
the savings-and-loan crisis of
the 1980s cost an estimated
$150 billion, which is likely
to be a fraction of the hole
banks will burn this time
around.

Granted, reinstating Glass-
Steagall has little chance of
happening at this stage, and
it could only work if it were
part of a wider overhaul pack-
age. But bank earnings this
year are heavily dependent
on trading profits from their
securities arms. Taxpayers
are effectively behind those
bets. One quarter of losses
and Mr. King and Mr. Volcker
may soon find a more recep-
tive audience.
 —Peter Eavis

Euro’s woes may top the dollar’s

Not much has gone right
for Grupo Ferrovial since its
ill-starred acquisition of U.K.
airports operator BAA near
the peak of the credit boom in
2006. But Wednesday’s
£1.5 billion ($2.5 billion) sale
of London’s Gatwick Airport
to Global Infrastructure Part-
ners at an estimated Œ142 mil-
lion ($212 million) loss may
mark the nadir of the Spanish
company’s fortunes with BAA.

In the past three years,
BAA has been dogged by bad
luck. Its refinancing plans
were thrown into disarray by
the credit crisis, passenger
numbers fell sharply, airport
security requirements in-

creased, and the U.K. Compe-
tition Commission ruled it
should sell three of its seven
airports.

There is little doubt Glo-
bal Infrastructure Partners, a
$5.6 billion fund that also
owns London City Airport,
got the best of the deal. With
£55 million of the purchase
price deferred, it is effec-
tively buying Gatwick at a
near-10% discount to the air-
port’s June 2009 £1.6 billion
regulatory asset base. That as-
set base rises with capital ex-
penditure and inflation, so
the discount will look even
better when the deal closes in
December. The lower price

partly reflects lower lever-
age. GIP is only borrowing
half the purchase price, while
Ferrovial borrowed 65% of
the original price to buy BAA.

Still, there is good news
here for Ferrovial, too. Even
though BAA finally achieved
a comprehensive bond refi-
nancing this summer, it still
faced near-term maturity
pressures on its £9.7 billion of
net debt. Ferrovial said it had
sufficient liquidity without
selling Gatwick, but in reality,
failure to dispose of it would
have led to continued uncer-
tainty. BAA will use the pro-
ceeds to pay off £1 billion of
debt due in early 2010.

Wednesday’s deal means the
bond markets are now open
to BAA and Ferrovial.

Meanwhile Ferrovial is ap-
pealing the ruling it should
sell Stansted Airport and one
Scottish airport, raising the
possibility it could reverse
some of its earlier bad luck.
And even if it is still forced to
sell, it is under less pressure
for a quick sale and can hold
out for better valuations.
Now that GIP has shown the
infrastructure market is open
again, the sky looks clearer
for Ferrovial than it has for
several years.
 —Richard Barley

Financial Analysis and Commentary

Source: BofA Merrill Lynch Global 
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ECB to ‘zombie’ banks: shape up
Officals say support
won’t last forever;
shot at Landesbanken
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ECB President Jean-Claude Trichet has urged banks to take advantage of governments’ measures to guarantee toxic loans.

By Geoffrey T. Smith

FRANKFURT—The European
Central Bank may be losing patience
with the Continent’s “zombie”
banks, if some recent commentary
from top officials is any indication.

Unfortunately, such banks are go-
ing to be a fact of life for the foresee-
able future, analysts said, because
the expected weakness of the recov-
ery won’t allow the problem to be
solved quickly.

“Zombie” banks are those whose
losses have destroyed their ability
to act like normal banks by making
new loans, but are kept alive by
emergency measures from govern-
ments and central banks. For
months, ECB President Jean-Claude
Trichet has been urging banks to re-
capitalize and take advantage of
their respective governments’ mea-
sures to guarantee toxic loans.

More recently, as improving eco-
nomic data have started talk of
strategies for unwinding stimulus
regimes, Mr. Trichet’s lieutenants
have repeatedly warned that if infla-
tion pressures revive before the
zombie banks have restored them-
selves to health, then the ECB will
raise interest rates even at the risk
of sparking a new crisis in the bank-
ing sector.

More than 220 banks still rely
on the ECB for one-week funds at
1%, even though interbank money-
market rates are closer to 0.35%,
demonstrating that a large number
of banks are still unable to fund

themselves independently.
Recent comments from execu-

tive board member Lorenzo Bini
Smaghi have sounded a note of even
greater urgency. Last week, he
warned that a new wave of loan
losses at euro-zone banks is “immi-
nent,” foreshadowing indications of
such losses as the third-quarter
earnings season starts up.

In an interview with a regional
German newspaper Tuesday, he
even singled out Germany’s regional
Landesbanken as particularly need-
ing to get their act together.

Itis possible to interpret the com-
ment as a throwaway line intended
for a regional German readership.
But, intentional or not, it is the clos-
est a senior ECB official has come to
naming and shaming a bank, or class
of bank, that he thinks isn’t doing
enough to meet its perceived respon-
sibility to keep lending.

The reluctance of banks to lend
has become the ECB’s recurrent
nightmare of 2009. Record injec-
tions of liquidity have led largely to
cash hoarding. Overall lending to

euro-area residents fell between
January and August, despite enor-
mous stimulus packages from gov-
ernments and the ECB.

Growth in the broad M3 category
of money supply, which slowed to
2.5% year on year in August, is
clearly undershooting the 4.5%
level deemed by the bank to be con-
sistent with stable prices.

However, recent weeks have pro-
vided some glimmers of hope. Banks
in France and Italy in particular
have announced plans to raise more
than Œ10 billion ($14.9 billion) in cap-
ital, something that Mr. Trichet was
eager to play up a recent ECB news
conference. Unconfirmed reports
suggest that banks such as Uni-
Credit SpA and Austria’s Erste
Group Bank AG may join BNP
Paribas SA, Societe Generale SA and
Intesa SanPaolo SpA in taking advan-
tage of recovering equity markets to
issue fresh stock.

The Landesbanken, however,
which account for 25% of corporate
lending in the euro area’s largest
economy, aren’t in any shape to raise

capital so quickly. The state govern-
ments that largely own them have no
additional funds to inject, leaving
them no option but to cut their bal-
ance sheets and hoard liquidity.

Munich-based BayernLB is a typi-
cal example. In its half-year results,
it gamely played up a 4.4% rise in
lending to clients in Germany, but it
achieved this result only by rapid
shedding of foreign assets, includ-
ing those in other euro-zone mar-
kets. Its overall lending was down
2.8% since the end of last year.

Jennifer McKeown, an econo-
mist with Capital Economics in Lon-
don, also sees a long, slow recovery
with a greater ongoing risk of defla-
tion rather than inflation. But that,
in turn, means that the ECB is going
to have to learn to live with the zom-
bies.

“There are very few signs that
banks want to lend,” she said. “Un-
employment still has further to rise,
and there must also be an increase
in corporate bankruptcies too, judg-
ing by the experience of past reces-
sions.”

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

By Nicholas Winning

And Paul Sonne

LONDON—The union represent-
ing workers at U.K. state-owned
postal service Royal Mail said
Wednesday it will go ahead with a
planned nationwide strike Thurs-
day and Friday.

The walkout, which promises
to further tangle mail service
ahead of the heavy holiday season,
will see 42,000 mail-center staff
and drivers strike on Thursday
and a further 78,000 delivery and
collection staff join in the follow-
ing day. Already, local disruptions
have backed up mail delivery,
prompting some businesses and
households to switch to private
services.

Dave Ward, deputy general sec-
retary of the Communications
Workers Union, which represents
the postal workers, said the union
will announce further strikes this
week, on account of disagree-
ments over the Royal Mail’s ef-
forts to deal with a multibillion-
pound pension deficit, competi-
tion from the Internet and declin-
ing postal volumes.

Outcry over the strike reached
the halls of Parliament Wednes-
day.

“Isn’t it the case that this trade
union can sense weakness, and
they see weakness in this prime
minister and this government?”
said Conservative Party leader
David Cameron, whose party has
called for a partial privatization of
the Royal Mail. Prime Minister Gor-
don Brown said Mr. Cameron was
bringing the labor relations of the
Royal Mail into the political arena
unfairly.

The union has demanded the
union have more say in the
changes under way. The union also
demanded improved job security,
a new benefits package, a commit-
ment that budgets shouldn’t drive
staffing levels and an agreement
on workloads.

Royal Mail says the union is re-
neging on an agreement, forged
from the last national strike in
2007, to adapt the company to the
reality of falling mail volumes.

INDEX TO PEOPLE

LEADING THE NEWS

The Miami Center in Florida
was incorrectly identified as One Bri-
arlake Plaza in Houston in a photo
caption in some editions Wednes-
day. The caption, on the Money & In-
vesting page, accompanied an arti-
cle on Morgan Stanley’s Crescent
Real Estate Equities Co.

Royal Mail union
declares strike
to start Thursday
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tory standards to systemically im-
portant financial institutions be-
cause of the threat they pose to fi-
nancial stability.

“The cause of the problem is that
banks have been insufficiently regu-
lated at a global level and we have
got to set the standards for that in
the future,” said Mr. Brown.

The FSA said last month that it
will consider whether limits should
be placed on the ability of retail
banks to get involved in trading and
whether these firms need to hold
higher levels of capital and larger
buffers of government bonds to en-
sure they can stay afloat during peri-
ods of economic stress.

Chancellor of the Exchequer
Alistair Darling noted that the finan-
cial crisis has shown that the bank-
ing system can’t easily be divided
into types of institutions that can be
rescued by the taxpayer and others

that can’t. He also sought to play
down differences with Mr. King, but
said he didn’t believe there were any

“simple answers” when it came to di-
viding up too-big-to-fail institu-
tions.

“Especially at times of crisis, I
don’t think you can decide right
from the start that at one time, the
Bank of England will intervene
[and] another time it can’t. The situ-
ation is more complex than that and
the governor rightly recognized
that,” he said.

The FSA’s discussion paper,
which is the first stage in the pro-
cess of developing new rules, is ex-
pected to outline why splitting re-
tail and investment banks won’t
work. In his review of the U.K. regula-
tory system in March, Adair Turner,
the FSA’s chairman said it would be
difficult to work out where to divide
these banks, and that it wouldn’t
necessarily reduce risks.

Mr. Turner has said he is leaning
toward asking large banks to hold
higher levels of capital.

Mr. Darling said Wednesday that
there are “encouraging signs” that
the actions taken by the govern-

ment and the BOE are moving in the
direction of restoring economic
growth. But he warned it is too early
to declare that the global financial
crisis has run its course. He added
that in an uncertain environment
with many pitfalls ahead, it would
be wrong to try to cut government
borrowing at a more aggressive
pace than already announced.

According to the minutes of its
October meeting released Wednes-
day, members of the BOE’s rate-set-
ting Monetary Policy Committee
said its program of buying £175 bil-
lion ($286 billion) of mostly govern-
ment bonds using freshly created
money—known as quantitative eas-
ing—had helped boost equity and
corporate-bond prices. That policy,
it said, should help support eco-
nomic growth.

 —Nicholas Winning, Paul Hannon
and Natasha Brereton

contributed to this article.

Continued from first page

U.K.’s FSA to release report on how to regulate big international banks

Dollar’s slide against euro stokes fears on recovery

New German budget proposal draws widespread criticism
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Angela Merkel, left, talks with coalition partner Guido Westerwelle, right, and party-mate Rainer Bruederle in Berlin, Wednesday.

Britain's Chancellor of the Exchequer Alistair Darling speaks in London on
Wednesday. He has sought to play down differences with the BOE’s Mervyn King.
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kets to tamp down their own curren-
cies.

Analysts are starting to think
that as the global economy stabi-
lizes, currency traders will start to
focus more on fundamentals such as
economic growth and short-term in-
terest rates. That shift, just getting
under way, could give the dollar a
boost, taking the shine off the euro
and some other dollar-beating cur-
rencies.

Since the financial crisis deep-
ened last fall, currency markets
have taken their cues more from gy-
rating stock markets than anything
else. When stocks tanked, investors
would rush to the safety of U.S. gov-
ernment bonds, pushing the value of
the dollar up.

When markets steadied or ral-
lied, traders exchanged Treasurys
and dollars for riskier assets, push-
ing the dollar lower and boosting

the euro, yen and currencies in
many other countries.

But the rope tying currency and
stock markets, while still strong, is
starting to fray.

For one, the British pound, which
rose 15% against the dollar in the sec-
ond quarter as risky investments
like stocks rallied, has zigzagged
since early August even though glo-
bal stock markets have roared
higher. The reason: Investors are
now focused on Britain’s troubled fi-
nances and whether the Bank of Eng-
land will raise interest rates any-
time soon, which would make the
pound more appealing.

On Wednesday, investors scram-
bled to buy sterling after minutes
from the Bank of England’s October
meeting and written comments
from Gov. Mervyn King raised the
chances that higher rates could
come sooner.

“We’re definitely witnessing a
breakdown in the correlation with
stocks,” said Ken Dickson, a curren-
cies investor at Standard Life Invest-
ments in Edinburgh. “Monetary pol-
icy is becoming a more important
driver.”

Looking at monetary policy, it
makes sense for traders to favor the
euro right now. The U.S. Federal Re-
serve has cut interest rates to be-
tween zero and 0.25% to support the
U.S. economy, while the European
Central Bank has cut its key rate to
only 1%, boosting the relative re-
turns on euro-denominated invest-
ments.

And the euro is benefiting from
the dollar fixation of certain central
banks, notably China. In order to
keep their currencies from strength-
ening against the dollar, these banks
gobble up bucks and then diversify
those holdings by buying other cur-
rencies, mainly euros. But that

trend, while important, is consid-
ered a persistent rather than a fresh
support for the euro.

What could change, analysts
said, is clearer evidence that the U.S.
economy is starting to demonstrate
more relative strength than the Eu-
ropean economies.

“Positive U.S. [economic] data
will increasingly result in dollar ral-
lies rather than dollar declines, fi-
nally turning into the start of a dol-
lar uptrend,” Marc Chandler, a cur-
rency analyst at Brown Brothers
Harriman, wrote in a recent report.
“The British pound could be one of
the first currencies to signal a possi-
ble shift in trend.”

By next year, investors may start
dividing the world into three
groups, said Steven Pearson, a cur-
rency analyst at BofA Merrill Lynch
Global Research.

“Growth” currencies like the Aus-

tralian dollar may continue to rise
as currencies of countries facing
long-term economic issues, like the
U.S. and U.K., struggle. The third
grouping would include currencies
like the euro that have benefited
largely from a return of risk appetite
to markets, and could be vulnerable
to a correction.

Continued from first page

get.” Some economists were also criti-
cal. Klaus Zimmermann, head of the
German Institute for Economic Re-
search, a nonpartisan think tank in
Berlin, likened the proposed vehicle
to a “slush fund” that would allow the
new government to neglect the hard
work of balancing the budget in com-
ing years.

The German Chambers of Indus-
try and Commerce also attacked the
idea, saying a parallel budget
shouldn’t be a substitute for fiscal dis-
cipline. But another business group,
the German Employers’ Association,
said the special fund would be better
than raising taxes and choking off a
fragile economic recovery.

Ms. Merkel’s Christian Demo-
cratic Union defended the proposal.
“This isn’t about hiding anything,”
CDU finance spokesman Steffen Kam-
peter said. Rather, he said, the special
fund would clarify which public-sec-
tor costs stemmed from the past
year’s financial crisis and recession.

Borrowing billions now for a “spe-
cial fund” that would disburse money
later would increase Germany’s inter-
est payments on its debt, but it could
help the government to reduce its
new borrowing from 2011 onward.
“That would improve appearances,
but materially the result is the same:
more public debt,” says Eckart Tucht-

feld, economist at Commerzbank in
Frankfurt.

The CDU, their Bavarian sister-
party the Christian Social Union, and
the FDP aim to conclude coalition
talks by Saturday, so the new govern-
ment can take office next week.

The parties won a majority in Ger-
many’s parliament in elections on
Sept. 27, but their talks about forming
a government have bogged down amid
disagreement over how to handle Ger-
many’s deteriorating public finances.

The FDP, with support from Bavar-

ian conservatives, is insisting on ma-
jor income-tax cuts of Œ35 billion over
the next four years, its core election
pledge, even though tax revenues are
slumping after Germany’s worst re-
cession in over 60 years.

Ms. Merkel’s CDU is more cautious

and has offered a smaller tax cut of
Œ20 billion over four years. The CDU
is opposed to cutting welfare spend-
ingto make room for lower taxes,fear-
ing that spending cuts could anger
voters and play into the hands of left-
leaning parties in a vital regional elec-
tion in May in North Rhine-Westpha-
lia, Germany’s biggest state.

The center-right governs the re-
gion, but defeat in the election could
rob it of its majority in Germany’s up-
per house of parliament, where the
country’s 16 states are represented,
thereby making it harder for Ms. Mer-
kel’s new government to pass laws.

Germany’s economy, the world’s
fourth biggest, has been growing un-
steadily again since this summer, but
still-rising unemployment is leading
to lower tax revenues and higher
spending on jobless benefits. That is
expected to push Germany’s budget
deficit up to 4% of gross domestic
product this year, and over 5% next
year, economists say.

The European Union has called on
Germany and other member states to
repair their finances and bring down
their deficits to under 3% of GDP.In ad-
dition, Germany passed a constitu-
tional amendment this year that re-
quires the government to run a nearly
balanced budget from 2016 onward.
 —Andrea Thomas

contributed to this article.
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By Joseph Checkler

NEW YORK—Galleon Group is
winding down all of its hedge funds
and looking at alternatives for the
business, company founder Raj Ra-
jaratnam told employees and inves-
tors in a letter Wednesday.

Mr. Rajaratnam was one of six
people arrested and charged Fri-
day in what federal authorities
claimed is the biggest insider-trad-
ing case in decades. The news that
the funds would close came as the
regulatory pressure on Mr. Rajarat-
nam widened to Sri Lanka, where
the securities regulator is investi-
gating his trading activity.

The U.S. charges had already
caused many Galleon investors to
try to withdraw their money. The
deadline for redemption requests
in most of Galleon’s funds is Nov. 15.

“I have decided that it is now in
the best interest of our investors
and employees to conduct an or-
derly wind-down of Galleon’s funds
while we explore various alterna-
tives for our business,” Mr. Rajarat-
nam wrote.

According to a person familiar
with Galleon, one of those alterna-
tives is selling all or part of Galleon
to another firm. The person said
that some parties have expressed
interest in buying Galleon, al-
though it isn’t clear what parts of it
might be sold.

The person added that based on
what is known now, Galleon’s re-
demption process, which calls for
investors to get their money back

on Jan. 1, will remain unchanged.
“They don’t know exactly when

this process will conclude,” the per-
son said. “But based on what they
know right now, it will not be incon-
sistent with their standard redemp-
tion policies.”

The company has about $3.7 bil-
lion under management.

In the letter, a copy of which
was reviewed by Dow Jones News-
wires, Mr. Rajaratnam said he is in-
nocent of all charges. He also
touted Galleon’s research process
and said the firm wants to keep to-
gether “the best long/short equity
team in the business.”

Since Mr. Rajaratnam’s arrest,

Galleon managers have sold some
stock to raise cash where they
could. According to documents the
company filed with the Securities
and Exchange commission showing
its holdings as of June 30, many of
the stocks are of large companies
such as eBay Inc. and Apple Inc.,
which usually don’t move much
when one small shareholder sells.

But Galleon has relatively signif-
icant stakes in some other U.S.
stocks, such as drug company OSI
Pharmaceuticals Inc. and manage-
ment adviser Huron Consulting
Group Inc. An SEC filing showed
Galleon bought enough Huron
stock in August to take a smaller
holding it held earlier above 5% of
the firm’s outstanding shares.

It’s possible that those stocks
could drop in the short term if Gal-
leon sells, but movements in these
shares have been consistent with
the overall market in recent days.

Galleon also owns stocks of sev-
eral companies based in Sri Lanka,
where Mr. Rajaratnam was born.
Many of those stocks dropped in
the days following his arrest.

Sri Lanka’s securities regulator
is reviewing Mr. Rajaratnam’s
trades on the Colombo Stock Ex-
change over the last year, said
Channa De Silva, director general
of the Securities and Exchange
Commission of Sri Lanka.

It is looking to see whether
there are any suspicious trades sug-
gesting that Mr. Rajaratnam or his
funds were buying ahead of unan-
nounced good news. “We will look
at some of the corporate announce-
ments and how they relate to his
purchases,” said Mr. De Silva.

Mr. Rajaratnam is the biggest in-
dividual investor in Sri Lanka, ana-
lysts say, with more than $150 mil-
lion invested in many of the coun-
try’s largest companies.

All of Galleon’s main hedge
funds are up by percentages in the
double digits in 2009, so much of
the “orderly” wind-down will con-
sist of selling many stocks that
have gained this year.

 —Eric Bellman in Sri Lanka
contributed to this article.

Galleon plans to shut down hedge funds
As probe of founder Rajaratnam widens, firm weighs alternatives; redemption schedule stays on track for now

Sources: U.S. Securities and Exchange Commission via Thomson Reuters 

Risking it all? | Top stocks held by Galleon as of the end of June 

Shares held:

4.74 
million

Ebay

$116.1
million

Market value:

$78.3

Apple

416,491

$77.4

Google

140,800

$52.6

OSI 
Pharm.

1.65 
million

$42.9

Bank of
America

2.48 
million

By Deborah Solomon

WASHINGTON—The U.S. pay
czar will slash compensation for
the 25 highest-paid employees at
each of the seven companies receiv-
ing large sums of government aid
and demand a host of corporate-
governance changes at those firms,
according to people familiar with
the matter.

Kenneth Feinberg, the Treasury
Department’s special master for
compensation, will lower
total compensation for 175
employees by an average of
50%, these people said. As
expected, the biggest cut
will be to salaries, which
will drop 90% on average.

Some executives will
still walk away with large
paychecks. Several Bank of
America Corp. employees,
for instance, will receive
compensation totaling mil-
lions of dollars, despite Mr.
Feinberg’s cuts.

The corporate-gover-
nance changes Mr. Feinberg will de-
mand at these seven firms include
splitting the chairman and CEO posi-
tions, requiring boards of directors
to create a “risk” committee and
eliminating staggered boards.

Some of the toughest pay restric-

tions will come at the financial-prod-
ucts unit of American International
Group Inc., which has been blamed
for the firm’s near-collapse. No em-
ployee within that unit will receive
compensation of more than
$200,000, these people said.

While overall pay for the 175 em-
ployees will drop, the averages are
somewhat skewed by a handful of
steep reductions. Mr. Feinberg has
already ordered Bank of America
CEO Ken Lewis to receive no 2009

salary, and Citigroup Inc.
won’t have to pay its top
trader close to $100 million
since it agreed to sell the
unit he works for.

The Obama administra-
tion gave Mr. Feinberg the
job of more closely tying
compensation to long-term
performance, something
the White House believes
will help prevent employees
from taking ill-considered
risks for potential short-
term gains. The administra-

tion has made the case that mis-
guided compensation incentives
were one cause of the financial crisis.

The companies under Mr. Fein-
berg’s authority are AIG, Bank of
America, Citigroup, General Motors
Co., GMAC Inc., Chrysler Group LLC
and Chrysler Financial.

U.S. to slash executive pay
at seven firms that got aid

Inside a scandal

Kenneth
Feinberg
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TOKYO—As the competition for
greener cars ratchets up,Toyota Mo-
tor Corp. signaled its strong endorse-
ment Wednesday of a new generation
of gasoline-electric hybrid vehicles
that may serve as a successor to its
best-selling Prius.

Toyota, along with rival Honda
Motor Co., is pursuing plug-in hybrid
technology. Such cars can be re-
charged via an electrical socket and
drive many miles on electricity but
have a gasoline engine that charges
the battery when it runs out of power.
Ordinary hybrids such as the Prius
run on a combination of gasoline and
internally generated electricity but
cantravel just a short distance on elec-
tricity only.

“The plug-in hybrid vehicle…can
be driven without anxiety about how
much power might remain in the bat-
tery or whether there may not be
charging facilities nearby,” said new

Toyota President Akio Toyoda at the
Tokyo Motor Show, as he unveiled the
Prius plug-in hybrid concept car. “We
believe the plug-in hybrid is more
than ready for a full-fledged adapta-
tion in the near future.”

Also Wednesday, Toyota Execu-
tive Vice President Takeshi Uchiya-
mada said gasoline-electric hy-
brids would account for 30% of Toy-
ota’s global sales by 2020. Within
that group, the new generation of
plug-in hybrids would claim a sig-
nificant share, he said. He didn’t
provide details but said plug-in
electric hybrid cars should
“spread the way the Prius has.”

Plug-in hybrids still face a high-
cost hurdle, but Toyota says it will
try to contain that by giving them a
relatively short electric-only driv-
ing range, limiting the amount of
expensive battery capacity they
need. The plug-in Prius prototype
can go only about 20 kilometers on
battery power, then would operate
like a regular hybrid, it says.

The push comes as Japan’s Big

Three—Toyota, Honda and Nissan
Motor Co.—gamble on the future
of vehicle technology. Missing the
next big thing could mean years of
development and heavy spending

to catch up, which many rivals
faced when the Prius unexpectedly
caught on earlier in the decade.

All three car makers also demon-
strated all-electric battery cars at

the Tokyo show, which opened to
the media Wednesday. They include
Honda’s boxy EV-N, Toyota’s FT-EV
II mini four-seater and Nissan’s
skinny two-seated Land Glider.

But behind the scenes, only Nis-
san appeared to stake its future on
full electric cars—which, unlike hy-
brids, can travel only as far as their
battery charge lasts—while Toy-
ota and Honda executives ex-
pressed skepticism over that tech-
nology. Toyota’s Mr. Uchiyamada
said the company believes full-elec-
tric battery cars “will likely gain
only a highly limited share” of the
global auto market.

Honda Chief Executive Ta-
kanobu Ito said fully electric cars
“are likely to face difficulty in be-
coming a mainstream solution in
the foreseeable future.” Honda, he
said, is therefore “devoting our en-
ergy in getting the most fuel-effi-
ciency out of the battery system
and electric power motors to come
up with a truly compelling hybrid.”

Tokyo Motor Show revs up display of green automobiles

By Paul Glader

ST. PETERSBURG, Russia—As an
engineer pulls the throttle, villagers
track side gawk at the bullet-shaped
train as it gathers speed. Soon, for-
ests and wooden shacks are a blur as
a dashboard display reads 250 kilo-
meters an hour.

Ten years in the making, Russia’s
state-owned railway is testing eight
aerodynamic trains that in Decem-
ber will rush travelers from here to
Moscow in less than four hours.
With fancy kitchens and leather
seats in first class, the Sapsans (Rus-
sian for peregrine falcons) mark a
change in Russia’s egalitarian rail
tradition.

More broadly, though, Russia’s
new trains mirror a global push in
high-speed rail that spans from
China to the U.S., an effort that is
buffering Siemens AG, Hitachi Ltd.,
Bombardier Inc. and other indus-
trial giants against the economic
slump.

Global spending on trains, tracks
and equipment is expected to reach
Œ122 billion ($182 billion) this year,
flat with last year, but up 18% from
2004, according to Unife, an interna-
tional trade association. It projects
that the figure will rise to Œ150 bil-
lion by 2016, propelled by stimulus
projects and environmental con-
cerns.

Rail spending “has a short-term
effect on unemployment as well as a
longer-term effect on economic
growth,” says Michael Clausecker,
Unife’s director general. Rail lines,
he says, tend to anchor develop-
ment of new towns, companies and
jobs while increasing travel be-
tween cities.

A high-speed rail link between
Madrid and Barcelona that opened
last year has stolen former air travel-
ers, cutting daily flights between
the cities in half to 35. Spain plans to
surpass Japan with the world’s larg-
est network of high-speed routes in
2010, and India and China plan to
surpass Spain before long. France
hopes to double its high-speed track
to about 4,000 kilometers by 2020.

Denmark is shifting transporta-

tion funding from roads to public
transportation, the bulk of which
will be spent on rail.

In the U.S., President Barack
Obama has vowed to spend $13 bil-
lion over five years to build high-
speed rail links between major cit-
ies., including $8 billion under the
economic-stimulus plan

The spending is aiding the for-
tunes of train makers.

Bombardier’s rail-division reve-
nue in the quarter ended July 31 rose
5% from a year earlier to $2.55 bil-
lion while total company revenue
was flat. The Canadian manufac-
turer recently reported a $190 mil-
lion order for 30 tram-trains for
Karlsruhe, Germany, and a $2 billion

contract to send 80 Zefiro high-
speed trains to China by 2014.

China “is making the strategic in-
vestments” to build a high-speed
rail network and sustainable trans-
portation system, says Jianwei
Zhang, president of Bombardier
China. The country wants to build
“the most advanced rail network in
the world.”

Japan’s Hitachi shipped six high-
speed bullet trains to the U.K. this
summer and plans to build rail cars
there. Revenue for the unit that in-
cludes rail rose 19% for the fiscal
year ended March 31, making the
business one of Hitachi’s strongest.

Alstom SA’s transportation sales
increased 3% to a record Œ5.69 bil-

lion for the year ended March 31 as
its order backlog climbed 13% to
Œ19.51 billion. The transportation di-
vision, which makes up roughly 30%
of Alstom’s business, received a
boost in train orders from Italy and
the U.K. recently. The company
projects continued strong demand,
citing stimulus packages in the U.S.,
France and elsewhere in Europe,
says Chief Executive Patrick Kron.
The French company in March
formed a joint venture to develop
products in Russia, the largest rail-
way market in Europe with 85,000
kilometers of electrified track and
1.3 billion passengers a year.

And while General Electric Co.’s
rail operation primarily makes loco-

motives for freight trains, executives
plan to sell fuel-efficient locomo-
tives for faster passenger railroads
in the U.S., Mongolia, Kazakhstan
and elsewhere. GE wants to sell
Amtrak more engines that go as fast
as123mph,replacing“20-year-oldlo-
comotive clunkers,” says Stephan
Koller,aspokesman for GETranspor-
tation. Trains that are even faster are
further on the horizon as they would
require expensive track upgrades.

For the Sapsan project, Russian
Railways spent nearly $1 billion for
its eight Siemens Velaro trains.
“The market is really developing,”
says Edzard Lübben, the company’s
vice president for high-speed trains,
sales of which are growing around
8% a year. “That’s a huge growth
rate during these times.”

The Sapsans will trim the Mos-
cow-to-St. Petersburg trip to three
hours and 45 minutes from 4 1/2
hours, running about 60 mph below
their capacity because of difficulties
upgrading tracks. The trip is ex-
pected to cost about $100 one way,
which is roughly the same as the av-
erage plane fare.

“It makes everything more conve-
nient,” by removing airport security
lines and the need to travel between
an airport and the center of town
says Irina Darienko, a delivery-oper-
ations specialist for Alcatel-Lucent
in Moscow.She travels to St. Peters-
burg about three times a year for
work and plans to ride the new
trains.

Russian Railways says its eight-
hour “night trains” between Mos-
cow and St. Petersburg will con-
tinue to offer service to budget trav-
elers. The Sapsans will replace the
faster trains that run during the day.

“I’m sure they’ll push away air-
craft,” says Alexander Dumnich, a
captain of the famous Red Arrow
train, which was introduced by Jo-
seph Stalin in 1931 and pressed into
military service during World War II.

Alexei Daibov, an auditor with
PricewaterhouseCoopers in St. Pe-
tersburg, is more skeptical . “I travel
by plane,” he says, expressing but he
hopes a price war will lower the cost
of plane tickets.

High-speed rail keeps train makers on track
Global push is buffering Siemens, Hitachi, Bombardier and other industrial giants against the economic slump

Russia’s Siemens-built Sapsan train, seen in May, will shrink the Moscow-to-St. Petersburg trip to three hours and 45 minutes.

Toyota Motor President Akio Toyoda next to the company's Lexus luxury brand
LF-Ch five-door hybrid at the Tokyo Motor Show in Tokyo.

MARKETPLACE

By Norihiko Shirouzu
and Mariko Sanchanta

A
ge

nc
e 

Fr
an

ce
-P

re
ss

e

Si
em

en
s

30 THURSDAY, OCTOBER 22, 2009 T H E WA L L ST R E ET JO U R NA L .



China is confident about rebound
Data show growth
no longer dependent
on state stimulus

Coca-Cola Co. said this week that sales volume in the third quarter was up 15% in China, but down 4% in North America.

By Andrew Batson

BEIJING—China’s recovery is be-
coming broader and potentially
more sustainable, a shift that could
provide better support for a still-
fragile global economy. Reinforcing
those signs is a change of tone from
China’s cautious government, which
is now becoming more confident in
a solid rebound.

Economic data for the third quar-
ter scheduled for release Thursday
are widely expected to show that
gross domestic product grew by
around 9% from a year earlier. Just
as important is evidence that im-
provements in the economy are
achieving a momentum that is no
longer totally dependent on the gov-
ernment’s massive stimulus pro-
gram. The key shift in the latest quar-
ter: a turnaround in the financial
health of Chinese companies.

“Orders are piling up on our end.
Now my headache is how to get our
production to catch up,” said Su
Qisen, vice president of Xiangxing
Bag & Luggage Group, located in
southeastern Fujian province. Ex-
port orders started to rebound
around June, he said, but Chinese
consumers are also proving more
willing to spend on the company’s
purses, suitcases and backpacks.
“The domestic sales are doing espe-
cially well, especially our own
brand,” Mr. Su said.

He plans to hire 4,000 to 5,000
more employees in the next few
months to work on 10 new assembly
lines, up from around 10,000 work-
ers now. To attract workers in an in-
creasingly competitive labor mar-
ket, Mr. Su said he is also planning to
raise wages by 10% to 15%.

That kind of corporate spend-
ing on new hires and equipment, if
sustained, could help wean China’s
growth off its reliance on easy
bank lending and government stim-
ulus projects.

Chinese officials have been
keenly aware of the risks and in re-
cent months have regularly warned
that the nation’s rebound is still frag-
ile. But they now seem prepared to
call a firm recovery. “Economic
growth has accelerated quarter by
quarter … and the improving trend
in the recovery has been consoli-
dated,” China’s State Council said
Wednesday after its regular quar-
terly meeting on the economy.

As the fastest-growing major
economy, China has a key role to
play in pulling the world out of the
deep slump it fell into last year. But
its rebound this year has been so
quick, and driven by such a huge
flood of money from the state-con-
trolled banking system, that many
investors have questioned whether
the expansion can continue for
much longer. The government’s

strategy has raised widespread wor-
ries that loose money could inflate
prices of stocks and housing, build
up unneeded factories and saddle
the economy with bad debts.

One reason for some optimism
now is that the profits of Chinese
companies have started growing
again for the first time since the on-
set of the crisis. The statistics bu-
reau’s survey of large industrial com-
panies shows profits for the three
months ended August were up 6.5%
from a year earlier, reversing sharp
falls since late 2008. And the profits
of state-owned enterprises, which
the Ministry of Finance reports
monthly, jumped 12% in September
from a year earlier, the first increase
in 13 months.

“Corporate savings finance a
huge proportion of investment in
China, so a pickup in profits should
feed through into strength in invest-
ment,” said Mark Williams, an econ-
omist with Capital Economics in

London. If companies are more prof-
itable, investment spending won’t
be as tied to continued easy-money
policies from the government.

Publicly traded companies in
China are starting to report their
third-quarter results, and analysts
have been rapidly marking up their
forecasts. Overall earnings growth
for listed companies is now expected
to reach 12.9% for 2009, when just a
few months ago the consensus fore-
cast was for a gain of about 5%, ac-
cording to figures from Macquarie.

Higher profits could just be the re-
sult of cost-cutting, as has been hap-
pening in the U.S., so it is significant
that the improving bottom line of
Chinese companies is being
matched by gains in the top line:
Overall revenues are also picking up.

The government surveys of com-
panies show revenues rising by just
over 5% in the past few months, re-
versing steady declines since the
end of 2008.

Foreign companies with opera-
tions in China are also seeing a
boost. A.O. Smith Corp., of Milwau-
kee, Wis., reported its water-heater
sales in China grew 35% in the third
quarter, even as its total sales
shrank 10%. Coca-Cola Co. said this
week that sales volume in the third
quarter was up 15% in China, but
down 4% in North America.

“We have seen the initial effects
of government policies, and the diffi-
cult operating conditions for compa-
nies have eased,” Xiong Bilin, an offi-
cial at the National Development
and Reform Commission, the eco-
nomic-planning agency, said Mon-
day. Reaching the government’s
goal of 8% growth for the year, he
said, is “basically no problem.”

The improvement has come even
as the Chinese government has qui-
etly dialed back the boost it is deliv-
ering to the economy. New bank
lending in the third quarter was less
than half the second-quarter total,
and growth in government spend-
ing has also slowed. That could help
ease widespread worries among pol-
icy makers and investors that the
stimulus risked fueling new bubbles
and adding to already-alarming
overcapacity in industries such as
steel and cement.

World trade has also started
growing again in the past few

months, helping to solidify China’s
recovery. The nation’s exports were
up to $325.07 billion in the third
quarter from $276.10 billion in the
second quarter. While still down by
20% or so from their levels last year,
the flow of export orders helps keep
factories running and workers em-
ployed in the nation’s massive manu-
facturing sector.

There is much debate over how
quickly trade can recover from here,
given the weakened state of West-
ern economies. But many analysts
are saying the U.S. recession has
likely already ended. With China
now on track to easily surpass its tar-
get of 8% growth this year, the gov-
ernment’s stimulus plan looks to
have achieved its goal of carrying
the country through the worst of the
global downturn.

Government officials say they
would still like to see more strength
in private-sector investment, which
has lagged behind spending from
the state sector. But with surveys of
business confidence now recover-
ing to precrisis levels, prospects for
corporate spending look better. “If
demand growth is strong, and profit-
ability is improving, there is no rea-
son for private investors not to in-
vest,” said Sun Mingchun, China
economist for Nomura.

The recovery in the property sec-
tor—which depends on the confi-
dence of home buyers and private
developers—has been key to China’s
turnaround. Housing sales have
been picking up since early this
year, but new construction has fi-
nally started to kick in a significant
way. Construction starts surged
26% from a year earlier in the third
quarter after shrinking 5.7% in the
second quarter.

That helps fuel not just demand
for construction materials, but also
for appliances and furnishings to fit
out those new buildings. “Since May
this year, the number of orders we
get has gradually returned to the
level in the first half of last year,”
said Zhou Gaohua, who runs a busi-
ness supplying wooden doors and
cabinets in Beijing. Orders for doors
went to a low of 60 to 70 a day ear-
lier this year but are now back to
200 to 300 a day.
 —Ellen Zhu and Sue Feng

contributed to this article.

LEADING THE NEWS

Profitability index (left axis) and 
GDP growth (right axis)

Revenues of companies, 
change from previous year

Back in the black
Chinese firms are returning to profitability as the economy recovers. 
Revenues at many Chinese companies are also growing again.

* 3Q GDP is a forecast

Sources: National Bureau of Statistics; People's Bank of China (profitability index & GDP);  Ministry of 
Finance (company revenues)
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By Zahid Hussain

ISLAMABAD—Pakistan’s
schools closed their doors Wednes-
day, a day after bombings at an Is-
lamabad university, amid warnings
of more attacks on a wider range of
targets around the country.

The recent spate of terrorist at-
tacks in Pakistani cities has come as
the army prepared for, and launched,
a military offensive in the tribal re-
gion bordering Afghanistan that is
seen as a stronghold for Taliban and
al Qaeda militants.

Intelligence officials warned
that the militants could target for-
eign-controlled gas stations, banks
and food chains. All schools, univer-
sities and student hostels were or-
dered closed and vacated for an in-
definite period, “until appropriate
security measures are taken,” said
Qamar Zaman Kaira, the federal min-
ister for information.

Many private schools in Islama-
bad and other major cities had al-
ready shut this week after intelli-
gence reports that suggested mili-
tants would try to take students hos-
tage to exchange for militants held
by the security forces.

The Taliban have claimed respon-
sibility for the two suicide bomb at-
tacks on International Islamic Uni-
versity, which killed four students
and two bombers Tuesday.

Tariq Azam, a spokesman for the
Tehrik-e-Taliban Pakistan, a loose or-
ganization of Taliban factions, warned
of more such attacks in a phone call to
the BBC. Islamic militants have blown
up hundreds of girls’ schools in north-
western Pakistan, but it was the first
time a university was targeted.

Tuesday’s university bombing
was the seventh major militant at-
tack in just over two weeks and the
first since the launch of the military
offensive in South Waziristan.

Rehman Malik, the interior min-
ster, said unarmed security guards
posted at schools weren’t capable of
stopping terrorist attacks, and that
police had been deployed around
major educational institutions.

Fighting continued for the fifth
day between government forces and
Taliban militants in South Waziristan.
Last week, around 30,000 troops
launchedthe biggest offensive yet car-
ried out by Pakistan to clear militants
from the border region.

“The troops are facing stiff resis-
tance and the militants are fighting
for every space,” said Maj. Gen. Athar
Abbas, the chief military spokesman.

At least 105 militants and 13 sol-
diers had been killed since the mili-
tary offensive began on Saturday, ac-
cording to the military. Access to the
region is restricted, and reports by
the military couldn’t be confirmed.

More than 150,000 civilians have
now fled the war zone, according to
aid agencies.

A major battle is being fought for
the control of Koktai, the hometown
of Hakimullah Mehsud, the chief of
the main Pakistan Taliban faction.
Gen. Abbas said government forces
have secured the high ground around
the town. The troops have also demol-
ished the houses of Mr. Hakimullah
and Qari Hussein, the main trainer of
suicide bombers for the faction, the
military said.

On Wednesday, a U.S. missile
strike killed three alleged militants
in Pakistan’s North Waziristan
tribal region, adjacent to the area
where the Pakistani forces are fight-
ing the militants, intelligence offi-
cials said.

Terrorist threat
forces Pakistan
to close schools
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Marketers are shifting strategies for buying search ads

By Walter S. Mossberg

This is the week when Microsoft
finally starts selling Windows 7, its
much-improved successor to the dis-
appointing Vista version of Win-
dows. PC makers, who have suffered
from Vista’s poor reputation, will be-
gin touting models that come with
Windows 7, which I praised in a de-
tailed review earlier this month.

But Microsoft’s historic rival, Ap-
ple, isn’t sitting still. After releasing

its own new operat-
ing system, Snow
Leopard, in August,
Apple this week is
rolling out new ver-

sions of two of the best- known
Macs: its iconic all-in-one iMac desk-
top, and its least-expensive laptop,
the MacBook.

Though both new Macs sport im-
portant improvements, they are evo-
lutionary, not revolutionary, and nei-
ther follows the industry trend to-
ward bargain-basement prices. The
MacBook is still $999, and the iMac
still starts at $1,199, though the com-
pany is giving users more power and
features at those same price points.
You can pay much less for laptops
and desktops from competitors like
Dell and Hewlett-Packard.

Apple is, however, introducing
one revolutionary product this
week: a $69 mouse called the Magic
Mouse. It’s the first mouse I’ve seen
whose entire surface acts like a lap-
top trackpad, and allows fingertip
multitouch gestures for scrolling
and flipping through lists, photos
and Web pages on the screen, while
still performing traditional cursor
movements and clicking. This
mouse comes with the new iMac and

will be usable on most other
Macs as well, once Apple of-
fers a software update for
them. It worked well for me.

I’ve been testing these
new computers for a few
days, and I can recommend
both. The new iMacs have
spectacular screens that are
larger and sport much
higher resolutions than
those on their predecessors.
They also add more memory
capacity, bigger hard disks
and faster processors.

The new $999, 13-inch
MacBook now includes most
of the key features of the sim-
ilar-sized MacBook Pro,
which costs $200 more.
These include a large multi-
touch trackpad, signifi-
cantly enhanced battery life,
and a brighter screen. De-
spite its lower price, the
lowly MacBook comes with
a 56% larger hard disk (250
gigabytes versus 160) than
the Pro model.

The new iMacs

Apple has kept the basic
design of the iMac, which looks like a
standalone monitor but has a power-
fulcomputerbuiltin.Butthenewmod-
els have larger, wider screens that
have been re-sized to match up with
high-definition video.The $1,199base
model has a 21.5-inch screen, com-
pared to the old 20-inch screen, and
has 17% higher resolution.

The highest-priced models, at
$1,699 and $1,999, have huge
27-inch screens, versus 24 inches
for the older models, and they have
a 60% increase in resolution.

The $1,199 base iMac has 4 gi-
gabytes of memory, double the
amount in the prior base model, and
a 500 gigabyte hard disk, up from
320 gigabytes. The costlier editions
have a one terabyte hard disk, which
is roughly 1,000 gigabytes. The top
model has a more powerful graphics
card and a heavy-duty processor.

All the iMacs now have slots for
SD flash memory cards, and the
large-screen models can act as exter-
nal monitors.

In my tests, using a 27-inch
model, the machine was fast and the

screen was brilliant at displaying hi-
res photos and high-definition
video. Its width allowed me to treat
it like two monitors, with, say a Mi-
crosoft Word document on the left
and a Web page on the right.

One downside: the $1,499 model
now has a smaller screen—21.5
inches versus 24 inches—though it
has a larger hard disk and better
graphics card.

The new MacBook

This 13-inch laptop, like its prede-
cessor, is shiny white plastic, but

has been redesigned to have
more-rounded edges and a
rubbery non-slip bottom. It
now has the Pro’s large Apple
trackpad, which acts as both
a huge mouse button and a
surface for fingertip gestures
like two-finger scrolling, and
resizing and rotating photos.
It’s still 1.08-inch thick—but
is a bit longer and wider than
the older model, though it
weighs less: 4.7 pounds ver-
sus 5 pounds.

Apple has dropped the
FireWire port from this ma-
chine, as well as its ability to
be run via a remote control.
And it still lacks an SD card
slot. But it now has a large
sealed battery that Apple
claims can last up to 7 hours
between charges. On my
tough battery test, where I
turn off all power-saving fea-
tures and play music con-
stantly, the MacBook lasted
just over five hours. In nor-
mal use, I estimate it could
easily top six hours.

In my tests, this MacBook
wasfastandreliableusingawidevari-
etyof programs.It started up coldina
mere 22 seconds, and was ready to go
after a restart,with several programs
running, in 44 seconds. For anyone
on a budget, it’s a better deal than the
13-inch MacBook Pro, especially con-
sidering its larger hard disk.

These new models now round
out a full line of refreshed Macs, but
they will face stiff new competition
from a horde of PCs running the new
and better version of Windows.

Email to mossberg@wsj.com.

New iMac, MacBook grow bigger, brighter
Apple rolls out improvements that include more memory capacity, larger hard disks and faster processors

The new iMac
offers wider
screens to match
up with
high-definition
video.

By Emily Steel

Sprint Nextel Corp., Volks-
wagen AG, Xerox Corp. and other
major marketers are rebooting their
strategy for buying Internet search
ads, as they learn that pouring more
money into the medium doesn’t nec-
essarily translate into more sales.

They are tweaking the types of
search ads they buy, coordinating

campaigns geo-
graphically and
boosting promo-

tions on social-networking sites. It’s
an attempt to get the most bang for
their search-advertising buck and to
influence how consumers think
about a brand even before they
come to a search engine.

“A few years ago, search was a lit-
tle bit more progressive. Now, it’s
mainstream,” says Simon McPhil-
lips, director of media at Sprint. “The
incumbents are trying to figure out,
‘What is the next new frontier?’ ”

In search-engine advertising,
marketers bid against each other on
key words in a constant auction.
When a consumer searches for any
of those phrases, ads appear above
or next to the search results. Where
the ad appears on the page depends
on the price the company bids and
an algorithm search engines use to
determine the ad’s relevance to a
particular search. Advertisers pay
only when consumers click.

It’s not that marketers are pull-

ing dollars out of search: The $10.5
billion U.S. search ad market, domi-
nated by Google Inc., is the largest
form of online advertising and the
only type expected to grow this year—
albeit much more slowly than be-
fore—other than online video. Ad ex-
ecutives say they’re continuing to
put dollars into search because it’s
efficient and they can easily track
the results.

But the field has gotten crowded.
At first, most major marketers were
slow to spend their ad dollars on
search. That made it easier for those
that deployed savvy search advertis-
ing strategies to stand out. Now,
most big marketers are buying
search ads, boosting the number of
companies that bid on the same key
words.

“We can buy all the key words
that we want, but for every adver-
tiser that does that, there are at
least five others that do the same
thing,” says Chris Copeland, chief ex-
ecutive of GroupM Search, a media
buying and planning unit owned by
ad holding company WPP.

At the same time, advertisers are
starting to get choosier in their
spendingonsearchads,puttingpres-
sure on Google, which sells nearly
70% of U.S.searchadvertising by rev-
enue. The company’s revenue
growth declined from 56% in 2007 to
31% in 2008. To cope, it has contin-
ued to push into new areas of online
advertising, such as mobile and dis-

play ads, the graphical ads that run
alongside content on Web pages.

Google maintains there is plenty
of opportunity in search, as long as
marketers get smarter about which
search terms to buy and when.

One of the tools Google offers al-
lows marketers to track how fre-
quently consumers are searching
for terms, like “skis,” across loca-
tions and time. That helps them pick
the best window in which to buy ads
consumers are likely to click on. In
an interview this fall, Google’s vice
president for Americas operations,
Dennis Woodside, said the compa-
ny’s sales force is more aggressively
notifying clients about opportuni-
ties around particular events, like
the government’s “Cash for Clunk-
ers” program, when car searches
spiked.

Marketers are trying to get an
edge with their own methods, too.
With limited ad budgets, they are
prioritizing certain categories of
key words.

Sprint, for instance, is buying the
top ads tied to phrases consumers
tend to search for when they are
close to making a purchase, such as
“cellphone rate plans” and specific
products like “Samsung Reclaim,”
rather than more generic phrases
they search for at the beginning of
the shopping process, like “Sprint,”
“AT&T” and “cellphone.” Pricing for
the more generic terms tends to be
higher, yet less for important to driv-

ing sales, Mr. McPhillips says.
Volkswagen is coordinating its

search marketing strategy with its
network of 600 dealers across the
U.S. so it doesn’t end up competing
against itself for the same terms and
driving up prices. For instance, the
car maker tends to bid on ads tied to
more generic terms, such as “Jetta,”
while a dealer in Georgia would bid
on a phrase more geographically rel-
evant, such as “Atlanta Jetta,” says
Charlie Taylor, general manager of
digital marketing for Volkswagen.

Marketers are tapping social me-
dia more, too. The shift is likely to be
more dramatic on the heels of new
research from GroupM Search and
online measurement firm com-
Score. It shows that consumers ex-

posed to social media campaigns
are likelier to search and, when they
do, likelier to click on that brand’s
paid search ad.

For example, in a new marketing
campaign launching Thursday to
promote the debut of its 2010 GTI
compact car, Volkswagen is creating
a racing game for mobile phones
that includes several tie-ins to so-
cial-networking sites. Players can
send messages to their competitors
on Twitter and post videos of their
games to YouTube.

Xerox registered a substantial in-
crease in the number of searches re-
lated to its brand after launching a
promotion in May, anchored by a
video about a fake psychological dis-
order called Information Overload
Syndrome. The goal was to get con-
sumers to think about Xerox as a
company that can help them man-
age information better, not just help
them print or copy paperwork. A
spoof video generated more than a
million hits, Xerox says, and the cam-
paign generated buzz on blogs and
social-networking sites.

“Everyone is growing their
search budgets and has been for a
long time. There is no exception to
that,” says Barbara Basney, head of
global advertising for Xerox. Social
media “is giving us another way to
help influence people’s propensity
to search.”
 —Jessica E. Vascellaro

contributed to this article.
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Benedict strives to make ecumenical mark
The pope’s gestures
toward Anglicans
take some off guard

Vatican makes archbishop of Canterbury’s job tougher

From the pulpit | A look at the heads of the Anglican and Catholic churches
Pope Benedict XVI 
Joseph Alois Ratzinger
April 16, 1927, in Marktl am Inn, Bavaria, Germany
(Age 82)
Former Archbishop of Munich and Freising,
Former Cardinal Prefect of the Congregation for the
Doctrine of the Faith under Pope John Paul II
Elected pope on April 19, 2005
About 1.1 billion world-wide

"Concrete acts that enter souls and move consciences
are needed," 
Addressing the need for stronger ecumenical ties during his
first Mass as pontiff in April 2005

Archbishop of Canterbury Rowan Williams
Rowan Douglas Williams

June 14, 1950 in Swansea, South Wales
(Age 59)

Archbishop of Wales, Bishop of Monmouth
Elected Archbishop of Canterbury July 2002

Enthroned February 2003

More than 80 million world-wide in the Anglican
Communion*

“In the modern world, no part of the Christian family
acts without profound impact on our

ecumenical partners," 
In 2006 at the Vatican with Pope Benedict 

Birth name
Born

Positions held

Flock

Quote

*The Archbishop of Canterbury is the “first among equals” in the global Anglican Communion and the senior bishop in the Church of England.

Re
ut

er
s

Pope Benedict XVI, right,
meets Rowan Williams,
Archbishop of Canterbury,
during a private audience
at the Vatican in 2006. 

LEADING THE NEWS

By Stacy Meichtry

ROME—Despite his reputation
as a hard-liner on Catholic doctrine,
Pope Benedict XVI is emerging as
the pontiff of inter-church relations.

The 82-year-old pope’s decision
on Tuesday to amend Vatican laws
to make it easier for Anglicans to
unite with Roman Catholicism is his
most aggressive attempt to yet to
bring more Christians into the Cath-
olic fold.

The pope’s outreach to rival
churches has spanned the conserva-
tive-liberal spectrum. He has bol-
stered dialogue with Lutherans and
other mainline Protestants who
practice less rigid and more person-
alized forms of Christianity. He has
traveled to Istanbul to meet with the
Ecumenical Patriarch Bartholomew
I of Constantinople, regarded by
some as the spiritual leader of East-
ern Orthodox Churches. Earlier this
year, he lifted an excommunication
ban on the highly conservative Cath-
olic splinter group Society of Pius X.

Few expected Pope Benedict to to
reach out to other Christian churches
when he was elected in April 2005.
Yet the rise of secularism in the West
and the expansion of Islam in Europe
have gradually changed the thinking
within Vatican corridors. This pope
has long considered divisions among
rival Christian churches as a threat
to Roman Catholicism’s credibility in
the market of ideas and faiths, accord-
ing to Vatican analysts and advisers
to the pope.

“Anyone who thought he wasn’t
serious about ecumenical dialogue
was seriously mistaken,” said the
Rev. Joseph Fessio, a member of the
pope’s schulerkreis, a circle of
former students the pope has con-
sulted since his days as a theologian
in Germany. “It’s a true scandal that
Christians are so deeply divided on
major doctrinal issues, and we have
to try to overcome that scandal,” Fa-
ther Fessio added.

Much of Pope Benedict’s reputa-
tion as a hard-liner on Catholic doc-
trine stems from his days as Cardinal
Joseph Ratzinger, the late Pope John
Paul II’s chief enforcer of doctrine.
Over his two decades as Prefect of the
Congregation for the Doctrine of the
Faith, the then-cardinal weighed in

on a multitude of controversial is-
sues ranging from bioethics to birth
control. While other Christian
churches began to ordain women and
married men, then-Cardinal Ratz-
inger remained staunchly opposed.

Some of his most contentious po-

sitions addressed the question of
how the Catholic Church relates to
other faiths and other Christian de-
nominations.

In 2000, his office issued the doc-
ument “Dominus Iesus,” which out-
raged leaders of other religions and

Christian churches by asserting that
the Catholic Church was the only
sure path to salvation.

At the time, however, few observ-
ers noted that the document also
said divisions among Christian
churches were undercutting the mis-

sion of Roman Catholicism as the
“universal” church.

Few heard Pope Benedict’s call for
ecumenical dialogue because his
tone was more confrontational than
that used by past popes. For decades,
Catholic officials engaged in talks
with other Christian leaders with the
aim of reaching compromises on doc-
trine. Pope Benedict, on the other
hand, believes each church needs to
defend its own doctrine, and rival
Christian churches need to accept
one another’s differences.

Pope Benedict signaled a shift in
the Vatican’s ecumenical approach
early in his pontificate. In one of his
first Masses as pope, the pontiff said
he planned to make ecumenical dia-
logue his “primary task.” He added:
“Good intentions are not enough. Con-
crete acts that enter souls and move
consciences are needed.”

There are still few details on the
new Apostolic Constitution that
amends Church laws in order to at-
tract Anglicans. The new laws will
create church structures, called Per-
sonal Ordinariates, that will operate
within local Catholic dioceses and
be administered by former Anglican
clergy who convert to Catholicism.

The Ordinariates will allow Angli-
cans to enter into full communion
with the pope while continuing to
practice a large part of their tradi-
tional liturgy, according to Vatican
officials. The new structures also
will recognize the ordinations of An-
glican priests, including those who
are married.

The Vatican, however, hasn’t re-
leased the text of the new regula-
tions that will govern how the Ordi-
nariates will function.

The Rt. Rev. Michael Nazir-Ali, a
married Anglican cleric who is
bishop of Rochester, England, said
the Vatican’s announcement
showed a “generosity of spirit.”

However, he questioned whether
married clergy would gradually dis-
appear from the ranks of former An-
glican priests who convert. “Before
some fundamental issues are clari-
fied, it is difficult to respond further
to what the Vatican is offering.”

Meanwhile, Archbishop Peter Aki-
nola, head of the Anglican Church of
Nigeria, and the spiritual leader of Af-
rica’s 40 million Anglicans, is “still
weighing the implications of the Vati-
can’s offer” and is consulting with col-
leagues, according to an aide reached
by telephone Wednesday.

 —Margherita Stancati in Rome
and Will Connors in Lagos, Nigeria

contributed to this article.

By Dave Kansas

Archbishop of Canterbury
Rowan Williams and Pope Benedict
XVI are both learned theologians
leading flocks through complicated
times. Thanks to Pope Benedict,
Archbishop Williams’s mission is
suddenly even more complex.

Archbishop Williams is the top of-
ficial in the Church of England and
the “first among equals” of the global
church leaders that guide the 80-mil-
lion-strong Anglican Communion.
That puts him on the front lines of the
looming battle to hold the Anglican
flock together in the wake of the Vati-
can’s surprise move this week to
make it easier for disgruntled Angli-
cans to convert to Catholicism.

The situation places Archbishop
Williams in a tight spot, tasked with

unifying an already divided global
community of Anglicans.

But unlike Pope Benedict—who
has the power to determine the direc-
tion of the world’s 1.1 billion Roman
Catholics, and can even invoke the
doctrine of papal infallibility—Arch-
bishop Williams lacks many tools to
force cooperation among his
church’s factions. He can cajole and
persuade, but in the end the many
churches within the Anglican Com-
munion have a great deal of auton-
omy. He has similarly limited pow-
ers within the Church of England.

“What is he going to do? That’s
the $64,000 question,” said Stephen
Parkinson, director of Forward in
Faith, an Anglo-Catholic advocacy
group within the Church of England
whichhasreactedwarmlytotheVati-
can’s move. “Does he try to hold it all

together, or does he simply say bon
voyage to those who want to take the
Vatican’s offer?”

Archbishop Williams couldn’t be
reached for comment. In a letter to
Church leaders Tuesday, Archbishop
Williams apologized for not alerting
hiscolleaguessooner,butsaidhehim-
self only heard about the Vatican’s
moveat a“very late stage.” Healso is-
sued a joint statement with the Ro-
man Catholic Archbishop of West-
minster reaffirming the interfaith di-
alogue between the two churches
that goes back more than 40 years.

The Anglican Communion is one
of the last vestiges of the old British
Empire. Faith followed trade and the
flag, planting the Anglican Church in
far-flung places such as Singapore,
Tanzania, Canada and South Africa.
But the Anglican Communion, by de-

sign, has always had opaque leader-
ship structures during its more than
470-year existence.

This diversity, however, has be-
come increasingly tough to manage.
Anglicanism was established apart
from Rome in 1534 by Henry VIII for
several reasons, including the
Pope’s refusal to offer him an annul-
ment. Since then, the Church of Eng-
land, the mother church of Anglican-
ism, has grown to include evangeli-
cals, Anglo-Catholics and progres-
sives, among others. The divergent
views of each have become increas-
ingly difficult to paper over.

Archbishop Williams has found
himself whipsawed by the winds of
social change since ascending to his
current position in early 2003. In
that year, the Episcopal Church, the
U.S. arm of Anglicanism, conse-

crated an openly gay Bishop, send-
ing the Anglican Communion into
fractious infighting that has shown
no sign of letting up.

In a bid to keep the Anglican Com-
munion together, Archbishop Will-
iams has argued for a potential “two-
track” solution to the problems grip-
ping both the Church of England and
the Anglican Communion. The idea
is that progressives would find com-
monground along one track and con-
servatives along another, but they
would all remain Anglican.

“Ithelpstobeclearaboutthesepos-
sible futures, however much we think
them less than ideal, and to speak
about them not in apocalyptic terms
of schism and excommunication but
plainlyaswhattheyare—twostylesof
beingAnglican,”ArchbishopWilliams
said in a speech over the summer.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.90 $25.94 –0.05 –0.19%
Alcoa AA 31.10 13.82 0.03 0.22%
AmExpress AXP 12.50 35.10 –0.32 –0.90%
BankAm BAC 201.20 16.51 –0.50 –2.94%
Boeing BA 7.50 50.63 –1.26 –2.43%
Caterpillar CAT 16.60 58.40 –1.21 –2.03%
Chevron CVX 8.20 76.97 –0.06 –0.08%
CiscoSys CSCO 39.60 23.96 –0.15 –0.62%
CocaCola KO 7.70 54.07 0.00 0.00%
Disney DIS 9.00 29.23 –0.12 –0.41%
DuPont DD 7.80 33.44 –0.43 –1.27%
ExxonMobil XOM 21.50 73.31 0.29 0.40%
GenElec GE 89.70 15.53 –0.05 –0.32%
HewlettPk HPQ 11.50 48.22 –0.52 –1.07%
HomeDpt HD 21.70 26.32 –0.65 –2.41%
Intel INTC 84.00 19.86 –0.32 –1.59%
IBM IBM 6.70 120.87 –1.95 –1.59%
JPMorgChas JPM 29.70 44.65 –1.38 –3.00%
JohnsJohns JNJ 11.80 60.31 –0.28 –0.46%
KftFoods KFT 15.20 27.42 0.19 0.70%
McDonalds MCD 9.10 58.33 –0.59 –1.00%
Merck MRK 23.40 32.68 –1.04 –3.08%
Microsoft MSFT 57.00 26.58 0.21 0.80%
Pfizer PFE 82.90 17.41 –0.52 –2.90%
ProctGamb PG 10.50 57.49 –0.20 –0.35%
3M MMM 3.30 76.33 0.38 0.50%
TravelersCos TRV 4.10 48.02 –0.44 –0.91%
UnitedTech UTX 5.50 65.40 0.00 0.00%
Verizon VZ 23.60 29.03 0.23 0.80%
WalMart WMT 20.50 50.63 –1.07 –2.07%

Dow Jones Industrial Average P/E: 17
LAST: 9949.36 t 92.12, or 0.92%

YEAR TO DATE: s 1,172.97, or 13.4%

OVER 52 WEEKS s 1,430.15, or 16.8%

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

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

JPMorgan $4,328 9.8% 47% 28% 20% 5%

Bank of America Merrill Lynch 2,888 6.6% 37% 35% 19% 9%

Goldman Sachs 2,848 6.5% 47% 22% 30% 1%

Morgan Stanley 2,670 6.1% 49% 24% 26% 1%

Citi 2,522 5.7% 30% 40% 24% 6%

Credit Suisse 2,187 5.0% 44% 34% 20% 2%

UBS 2,174 4.9% 46% 25% 28% 2%

Deutsche Bank 2,144 4.9% 35% 40% 20% 4%

Barclays Capital 1,555 3.5% 23% 57% 14% 6%

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

M real  1251 –42 –118 –144 Swisscom  66 1 –1 –8

SNS Bk 157 –40 –39 –43 EMI Group  726 2 –21 –13

Contl  461 –39 –53 –32 Rexam  122 2 –4 3

Seat Pagine Gialle  1253 –20 –128 –397 Invensys  104 2 –11 –13

Alcatel Lucent 542 –19 –57 –123 WPP 2005  186 2 –17 –31

Volvo Treas  203 –18 –29 –49 Nthn Rock  456 2 14 43

Gecina 375 –17 –92 –113 Prudential  67 2 –7 –37

Smurfit Kappa Fdg  431 –16 –44 –67 Carlton Comms 408 3 –31 –46

Nielsen  533 –15 –52 –77 Brit Awys  461 3 –40 –26

Clariant  157 –14 –41 –81 Adecco  130 3 –5 –1

Source: Markit Group

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

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

Tesco U.K. Food Retailers&Wholesalers $51.2 3.92 2.33% 22.0% –1.0%

E.ON Germany Multiutilities 81.7 27.22 2.18 –4.5 –13.6

Deutsche Telekom Germany Mobile Telecomm 63.0 9.64 1.96 –13.2 –25.6

L.M. Ericsson Tel B Sweden Telecomm Equipment 32.3 74.00 1.93 47.4 –46.8

France Telecom France Fixed Line Telecomm 71.5 18.00 1.90 –7.5 –7.2

Deutsche Bk Germany Banks $50.3 54.00 –2.42% 62.7 –45.1

AXA S.A. France Full Line Insurance 59.7 19.05 –2.21 20.9 –37.4

UniCredit Italy Banks 67.3 2.68 –1.65 52.0 –51.4

ING Groep Netherlands Life Insurance 37.4 11.98 –1.20 43.8 –66.1

Nokia Finland Telecomm Equipment 49.7 8.85 –1.12 –27.2 –42.2

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

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

Banco Santander 142.6 11.66 1.83% 49.6% –7.7%
Spain (Banks)
Bayer 59.9 48.29 1.32 15.8 19.1
Germany (Specialty Chemicals)
HSBC Hldgs 201.0 7.03 1.30 1.4 –19.7
U.K. (Banks)
Banco Bilbao Viz 70.6 12.55 1.21 40.3 –32.5
Spain (Banks)
Royal Dutch Shell A 112.4 21.14 1.17 13.6 –20.9
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 56.9 3.20 1.11 6.3 –40.0
Italy (Banks)
Sanofi-Aventis S.A. 104.2 52.82 1.09 16.3 –24.7
France (Pharmaceuticals)
ENI 108.9 18.12 1.06 14.1 –24.3
Italy (Integrated Oil & Gas)
Vodafone Grp 130.5 1.35 1.01 31.0 2.6
U.K. (Mobile Telecommunications)
Nestle S.A. 166.4 45.88 0.97 6.8 8.0
Switzerland (Food Products)
BASF 55.7 40.40 0.95 69.8 19.7
Germany (Commodity Chemicals)
ArcelorMittal 61.8 26.40 0.90 37.1 –22.4
Luxembourg (Iron & Steel)
Rio Tinto 75.7 29.75 0.83 50.7 24.4
U.K. (General Mining)
BP 196.8 5.73 0.70 29.4 –6.5
U.K. (Integrated Oil & Gas)
BNP Paribas S.A. 99.9 56.25 0.70 –1.5 –33.1
France (Banks)
RWE 48.9 62.26 0.66 3.4 –19.6
Germany (Multiutilities)
SAP 64.3 34.97 0.63 29.4 –11.3
Germany (Software)
Total S.A. 150.8 42.82 0.53 16.2 –20.9
France (Integrated Oil & Gas)
Daimler 59.2 37.18 0.51 54.1 –14.0
Germany (Automobiles)
Telefonica S.A. 134.4 19.04 0.50 33.6 30.2
Spain (Fixed Line Telecommunications)

Credit Suisse Grp 70.6 60.05 0.50% 29.0% –20.3%
Switzerland (Banks)
Barclays 66.8 3.65 0.33 62.6 –47.4
U.K. (Banks)
Unilever 53.7 20.89 0.31 13.3 6.5
Netherlands (Food Products)
Iberdrola S.A. 49.9 6.34 0.24 14.8 –29.4
Spain (Conventional Electricity)
Siemens 92.4 67.41 0.22 43.8 –5.3
Germany (Diversified Industrials)
UBS 67.9 19.22 0.16 11.0 –72.4
Switzerland (Banks)
Roche Hldg Part. Cert. 113.5 162.60 0.12 –3.6 –25.2
Switzerland (Pharmaceuticals)
BHP Billiton 67.7 18.25 –0.05 107.4 78.6
U.K. (General Mining)
Assicurazioni Gen 44.0 18.86 –0.05 –7.4 –31.3
Italy (Full Line Insurance)
ABB 50.0 21.68 –0.09 31.9 23.7
Switzerland (Industrial Machinery)
GDF Suez 102.2 30.17 –0.12 –1.8 –2.9
France (Multiutilities)
British Amer Tob 66.9 19.87 –0.23 27.1 34.1
U.K. (Tobacco)
Anglo Amer 50.8 22.76 –0.31 78.5 –8.5
U.K. (General Mining)
BG Grp 68.4 11.50 –0.43 50.4 63.8
U.K. (Integrated Oil & Gas)
Astrazeneca 66.4 27.50 –0.43 18.0 –22.1
U.K. (Pharmaceuticals)
Diageo 45.1 9.83 –0.56 12.6 1.1
U.K. (Distillers & Vintners)
Allianz SE 57.1 84.12 –0.68 22.1 –41.9
Germany (Full Line Insurance)
Soc. Generale 53.9 48.59 –0.84 6.1 –58.0
France (Banks)
GlaxoSmithKline 119.8 12.61 –0.98 10.3 –16.6
U.K. (Pharmaceuticals)
Novartis 137.8 52.45 –1.04 –7.5 –31.5
Switzerland (Pharmaceuticals)

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 0.08% 0.53% 2.0% 6.8% 8.5%
Event Driven 0.58% 1.75% 6.2% 13.4% 0.0%
Equity Market Neutral 0.18% -0.44% -2.4% -5.2% -9.7%
Equity Long/Short 0.36% 0.19% 3.1% 4.6% -1.7%

*Estimates as of 10/20/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 12/1 0.83 100.80% 0.01% 1.00 0.78 0.87

Eur. High Volatility: 12/1 1.37 98.25 0.01 1.76 1.34 1.50

Europe Crossover: 12/1 4.99 100.03 0.05 6.15 4.95 5.57

Asia ex-Japan IG: 12/1 0.99 100.04 0.01 1.26 0.96 1.09

Japan: 12/1 1.20 99.01 0.01 1.53 0.99 1.26

 Note: Data as of October 20

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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GIP adds Gatwick to its portfolio
The $2.47 billion airport investment signals end of fund’s London ambitions

LONDON—Global Infrastructure
Partners on Wednesday added Lon-
don Gatwick airport to its U.K. air-
port portfolio, a move that makes it
a major player in that market, but
effectively prevents it from buying
any further London airports.

The $5.64 billion investment
fund, which is backed by Credit
Suisse Group and General Electric
Co., said, however, it might bid for
one of the Scottish airports rival
BAA Ltd. is set to divest.

BAA, a unit of Spain’s Ferrovial
SA, sold Gatwick to GIP for £1.51 bil-
lion ($2.47 billion), having been or-
dered to sell two of its three London
airports, as well as one of its three
airports in Scotland, because of
competition concerns. BAA also
owns London Heathrow and London
Stansted, but must sell the latter.

GIP would be unlikely to succeed
in a bid for Stansted, because it al-
ready owns 75% of London City air-
port, the U.K.’s Competition Com-
mission said.

“One of the criteria for bidding
for airports is that it won’t create a
new competition problem,” said a
commission spokesman for the
Competition Commission.

The spokesman signalled that
the regulator has no problem with
GIP owning both Gatwick and the
much smaller City airport. The com-
mission has seen GIP’s investment
plan for Gatwick and would approve
a bidder that brought “strong, ac-
tive competition to Gatwick Air-
port,” he said.

A GIP spokesman said the fund
would consider bidding for one of
BAA’s Scottish airports as long as it
could improve operations and a deal
was an efficient use of resources.

Airlines welcomed the sale of
Gatwick as the first step in BAA’s

break up. Many carriers have com-
plained of poor relations with BAA,
as well as high charges for using its
airports, and are keen to see BAA’s
power diluted. They have criticized
the airport operator for neglecting
Gatwick in favor of improving facili-
ties at Heathrow, the world’s busiest
international airport based on
flights in and out.

“For years, the airport has suf-
fered from a lack of investment and
the new owner now needs to work
closely with the airline users to turn
Gatwick into a world-class facility,”
said Virgin Atlantic spokesman.

GIP wants to make the airport
customer-driven, focusing on air-
lines, passengers and service levels,
the fund’s spokesman said. The fund

has managed to raise passenger
numbers at London City airport to
2.9 million in 2008, from the 2.3
million the airport was handling
when GIP acquired it in 2006. With
about 34 million passengers a year,
Gatwick, however, is likely to pres-
ent a bigger challenge.

—Santiago Perez in Madrid
contributed to this article.

BY KAVERI NITHTHYANANTHAN
AND MARGOT PATRICK

*BAA has been ordered to sell Stansted Airport
†Luton airport is managed and developed by Spain’s Abertis Infraestructuras
Source: Civil Aviation Authority

The U.K.'s Competition Commission aims to increase competition among London airports.
Owners of London airports and September passenger numbers.

Stansted Airport*
1,856,308

Heathrow Airport
5,783,795

BAA

Global Infrastructure Partners

Gatwick Airport
3,291,965

City Airport
241,336

Luton Airport
868,573

Luton Borough Council†

Boeing points to 787 outsourcing problem

Boeing Co. Chairman and Chief
Executive Jim McNerney said the
company had overreached in out-
sourcing production on its marquee
787 Dreamliner program, leading to
a string of problems and contribut-
ing to a $1.56 billion loss for the
third quarter.

Mr. McNerney’s comments were
the most explicit acknowledgment
to date about the limits of one of
the company’s major strategic shifts
in recent years. One of the hall-
marks of the Dreamliner program,

which is more than two years be-
hind schedule, was Boeing’s strategy
to outsource most of the work to a
network of global suppliers and per-
form final assembly at its Washing-
ton factory.

But Mr. McNerney said problems
emerged partly because engineers
were scattered around the world. He
said Boeing needs to bring more en-
gineers back in house.

Beyond the Dreamliner’s prob-
lems, Boeing’s revamped 747 jetliner
also has been beset with delays.
Shuffling engineers from the new
747-8 program to the Dreamliner
earlier this year contributed to de-

lays and another write-down on the
new 747, which mostly is being or-
dered as a freighter.

Boeing recorded $3.5 billion in
previously announced third-quarter
charges on its 747-8 and 787 Dream-
liner jets and on Wednesday slashed
its earnings forecast for the year.

Mr. McNerney said Boeing’s core
businesses remain strong, although
challenges persist in the commer-
cial-aircraft and defense markets.
He said the Dreamliner and 747-8
remain on track to be delivered at
the end of next year.

The Chicago-based company cut
its forecast for earnings this year to

between $1.35 and $1.55 a share,
from $4.70 to $5 a share.

Boeing’s $1.56 billion third-quar-
ter loss amounted to $2.23 a share.
That compares with a year-earlier
profit of $695 million, or 96 cents a
share. Charges reduced results by
$3.59 a share.

Revenue reached $16.69 billion,
up 9.1% from last year, when a ma-
chinists strike hurt sales.

The commercial-aircraft segment
swung to a $2.84 billion operating
loss. Sales rose 13% to $7.88 billion.

Defense-business revenue rose
2.9% to $8.74 billion. Defense earn-
ings increased 3.6% to $885 million.

BY ANN KEETON
AND PETER SANDERS

Northrop profit slips, damped by pension expenses

Pension costs cut into Northrop
Grumman Corp.’s third-quarter
profit, but the U.S. defense giant
raised its earnings forecast for the
year at a time when investors are
hungry for any insight into how Pen-
tagon cutbacks and broader budget
pressures are affecting the sector.

The company said risk-manage-
ment efforts paid off and operating
results rose in the quarter. The im-
provement prompted it to raise its
earnings target for this year to be-
tween $5 and $5.15 a share from be-
tween $4.65 and $4.90 a share.

Rival Lockheed Martin Corp. on
Tuesday posted a slight increase in
quarterly profit and gave a grim
view of next year on the expectation

the U.S. will tighten defense spend-
ing. Boeing Co. on Wednesday re-
ported modest growth in its defense
operations.

Los Angeles-based Northrop
posted a third-quarter profit of $490
million, or $1.53 a share, down 4.3%
from $512 million, or $1.51 a share, a
year earlier. Adjusted for pension
expenses, per-share earnings in-
creased 22%. There were fewer

shares outstanding than in the year-
earlier quarter.

Northrop made a $586 million
discretionary payment to its pension
plans, as other defense companies
are also doing to stay ahead of fund-
ing requirements.

Revenue rose 4.1% to $8.73 bil-
lion, gaining in all business units.

—August Cole
contributed to this article.

BY JOAN E. SOLSMAN
AND KEVIN KINGSBURY

American Air,
Continental
report losses

American Airlines and Continen-
tal Airlines Inc. reported third-
quarter losses Wednesday, even as
smaller discount carrier AirTran
Holdings Inc. turned a profit amid a
still-uncertain outlook for the reces-
sion-battered airline industry.

The divergent results underscore
that domestic-focused, low-fare car-
riers targeting leisure travelers con-
tinue to weather the economic
downturn better than larger airlines
that are heavily exposed to more ex-
pensive cross-border routes and
premium-class business travelers.

Delta Air Lines Inc., the world’s
largest carrier by traffic, is expected
to announce a third-quarter loss
Thursday after the industry was
forced to start slashing fares to fill
seats late last year. United Airlines
parent UAL Corp., the No. 3 U.S. car-
rier by traffic, reported a loss Tues-
day.

By contrast, analysts expect an-
other discount airline, JetBlue Air-
ways Corp., to unveil a net profit
Thursday. Allegiant Travel Co., the
parent of leisure airline Allegiant
Air, reported a profit Monday.

American Airlines parent AMR
Corp. warned Wednesday that tough
times could persist after its average
fares plunged 16% in the third quar-
ter from the like 2008 period de-
spite several months of aggressive
capacity cuts.

“As we head into the tradition-
ally slower winter months, it is
likely that we are going to continue
to face stiff economic headwinds,’’
Gerard Arpey, AMR’s chief execu-
tive, wrote in a letter to employees
of the No. 2 U.S. airline by traffic.

AMR, of Fort Worth, Texas,
swung to a third-quarter net loss of
$359 million, or $1.26 a share, com-
pared with a net profit of $31 mil-
lion, or 12 cents a share, a year ear-
lier. The year-ago results benefited
from a $432 million gain from the
sale of its American Beacon Advi-
sors asset-management business.

Revenue contracted 20% to $5.13
billion despite American’s load fac-
tor, or the percentage of seats filled,
reaching a record 83.9%.

Houston-based Continental, the
fourth-largest U.S. carrier by traffic,
said advance bookings over the next
six weeks are running flat or one
percentage point higher than a year
ago. It added that some corporate
clients are starting to loosen travel
budgets.

But the airline also cautioned
that revenue per available seat mile
is expected to be down 13% to 15%
in October from a year earlier as
pricing power remains weak. “I
would say we are bumping along the
bottom,’’ Jeff Smisek, Continental’s
president, said in a conference call.

Continental’s third-quarter net
loss narrowed to $18 million, or 14
cents a share, from a net loss of
$230 million, or $2.09 a share, a
year ago. Revenue fell 20% to $3.32
billion as the average fare also de-
clined 20%.

AirTran, of Orlando, Fla., re-
ported third-quarter net income of
$10.4 million, or eight cents a share,
compared with a year-earlier loss of
$94.6 million, or 81 cents a share.

The carrier’s fuel costs fell 45%
in the most recent quarter from a
year earlier, helping to offset an 11%
revenue decline to $597.4 million.

BY MIKE ESTERL
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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 % % 227.02 0.45% 34.2% 4.09% 14 U.S. Select Dividend -b % % 629.79 0.48% 4.9%

1.88% 20 Global Dow 1235.10 –0.11% 10.8% 1971.32 0.46% 29.0% 3.93% 17 Infrastructure 1368.30 –0.14% 4.7% 1960.50 0.43% 21.9%

2.75% 47 Stoxx 600 249.20 0.38% 18.9% 279.15 0.76% 38.2% 1.39% 9 Luxury 858.80 –0.93% 35.0% 1094.13 –0.36% 57.2%

2.89% 36 Stoxx Large 200 265.50 0.49% 16.2% 295.77 0.87% 35.1% 5.73% 6 BRIC 50 425.60 0.40% 70.6% 609.76 0.97% 98.7%

2.12% -63 Stoxx Mid 200 235.50 –0.04% 32.4% 262.38 0.33% 53.9% 2.76% 15 Africa 50 747.10 –0.84% 12.2% 712.65 –0.27% 30.7%

2.15% 150 Stoxx Small 200 150.20 –0.38% 35.4% 167.31 0.00% 57.3% 3.18% 10 GCC % % 1532.14 –0.41% –21.2%

2.77% 40 Euro Stoxx 275.20 0.08% 21.6% 308.27 0.46% 41.4% 2.71% 18 Sustainability 804.10 0.19% 14.3% 1020.23 0.76% 33.1%

2.89% 34 Euro Stoxx Large 200 291.10 0.24% 19.6% 324.12 0.62% 39.0% 2.16% 14 Islamic Market -a % % 1940.44 0.40% 37.7%

2.20% 76 Euro Stoxx Mid 200 263.20 –0.59% 30.0% 292.86 –0.21% 51.0% 2.53% 14 Islamic Market 100 1609.40 –0.21% 8.7% 2069.87 0.36% 26.6%

2.26% -52 Euro Stoxx Small 200 168.50 –0.77% 36.2% 187.35 –0.39% 58.3% 2.53% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1468.60 –0.02% 14.6% 1885.16 0.35% 33.2% 1.85% 22 DJ U.S. TSM % % 11315.63 0.62% 24.6%

3.96% 15 Euro Stoxx Select Div 30 1739.40 –0.05% 18.6% 2241.37 0.32% 37.8% % DJ-UBS Commodity 126.70 1.21% –9.1% 138.00 1.59% 5.6%

*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 1.0785 1.7924 1.0715 0.1576 0.0370 0.1947 0.0118 0.2919 1.6177 0.2173 1.0328 ...

 Canada 1.0443 1.7355 1.0376 0.1526 0.0359 0.1885 0.0115 0.2826 1.5664 0.2104 ... 0.9683

 Denmark 4.9625 8.2477 4.9307 0.7250 0.1705 0.8957 0.0545 1.3432 7.4440 ... 4.7522 4.6015

 Euro 0.6666 1.1080 0.6624 0.0974 0.0229 0.1203 0.0073 0.1804 ... 0.1343 0.6384 0.6181

 Israel 3.6945 6.1403 3.6708 0.5398 0.1269 0.6669 0.0405 ... 5.5419 0.7445 3.5379 3.4257

 Japan 91.1100 151.4248 90.5261 13.3108 3.1299 16.4454 ... 24.6610 136.6696 18.3597 87.2492 84.4817

 Norway 5.5402 9.2077 5.5046 0.8094 0.1903 ... 0.0608 1.4996 8.3105 1.1164 5.3054 5.1371

 Russia 29.1100 48.3808 28.9234 4.2529 ... 5.2544 0.3195 7.8793 43.6665 5.8660 27.8765 26.9922

 Sweden 6.8448 11.3761 6.8009 ... 0.2351 1.2355 0.0751 1.8527 10.2675 1.3793 6.5548 6.3468

 Switzerland 1.0065 1.6727 ... 0.1470 0.0346 0.1817 0.0110 0.2724 1.5097 0.2028 0.9638 0.9332

 U.K. 0.6017 ... 0.5978 0.0879 0.0207 0.1086 0.0066 0.1629 0.9026 0.1212 0.5762 0.5579

 U.S. ... 1.6620 0.9936 0.1461 0.0344 0.1805 0.0110 0.2707 1.5000 0.2015 0.9576 0.9272

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 398.25 13.75 3.58% 707.00 302.00
Soybeans (cents/bu.) CBOT 1009.75 24.50 2.49 1,315.00 794.00
Wheat (cents/bu.) CBOT 542.50 25.00 4.83 1,155.75 439.25
Live cattle (cents/lb.) CME 87.075 0.925 1.07 116.900 83.400
Cocoa ($/ton) ICE-US 3,384 51 1.53 3,387 1,961
Coffee (cents/lb.) ICE-US 144.30 2.50 1.76 189.00 112.00
Sugar (cents/lb.) ICE-US 24.04 0.45 1.91 26.25 11.91
Cotton (cents/lb.) ICE-US 68.38 1.15 1.71 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,168.00 –12 –0.55% 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,149 6 0.28 2,185 1,187
Robusta coffee ($/ton) LIFFE 1,450 4 0.28 2,256 1,275

Copper (cents/lb.) COMEX 303.60 10.40 3.55 378.00 131.15
Gold ($/troy oz.) COMEX 1064.50 5.90 0.56 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1782.50 26.70 1.52 2,200.00 740.00
Aluminum ($/ton) LME 1,902.50 –52.50 –2.69 2,160.00 1,288.00
Tin ($/ton) LME 14,250.00 –390.00 –2.66 15,700.00 9,750.00
Copper ($/ton) LME 6,369.00 –91.00 –1.41 6,499.00 2,815.00
Lead ($/ton) LME 2,265.00 –67.50 –2.89 2,459.50 870.00
Zinc ($/ton) LME 2,133.00 13.00 0.61 2,200.00 1,065.00
Nickel ($/ton) LME 18,875 –325 –1.69 21,150 9,000

Crude oil ($/bbl.) NYMEX 81.37 2.25 2.84 146.86 22.50
Heating oil ($/gal.) NYMEX 2.1346 0.0576 2.77 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 2.0654 0.0654 3.27 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 5.793 –0.142 –2.39 12.750 4.340
Brent crude ($/bbl.) ICE-EU 79.69 2.45 3.17 149.27 45.99
Gas oil ($/ton) ICE-EU 655.50 10.75 1.67 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 21
Per In

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

Argentina peso-a 5.7321 0.1745 3.8213 0.2617

Brazil real 2.6026 0.3842 1.7350 0.5764

Canada dollar 1.5664 0.6384 1.0443 0.9576
1-mo. forward 1.5664 0.6384 1.0442 0.9577

3-mos. forward 1.5663 0.6384 1.0442 0.9577
6-mos. forward 1.5666 0.6383 1.0444 0.9575

Chile peso 811.90 0.001232 541.25 0.001848
Colombia peso 2860.90 0.0003495 1907.20 0.0005243

Ecuador US dollar-f 1.5000 0.6666 1 1
Mexico peso-a 19.4223 0.0515 12.9478 0.0772

Peru sol 4.2849 0.2334 2.8565 0.3501
Uruguay peso-e 30.826 0.0324 20.550 0.0487

U.S. dollar 1.5000 0.6666 1 1
Venezuela bolivar 3.22 0.310457 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6177 0.6181 1.0785 0.9273
China yuan 10.2414 0.0976 6.8274 0.1465

Hong Kong dollar 11.6255 0.0860 7.7501 0.1290
India rupee 69.7073 0.0143 46.4700 0.0215

Indonesia rupiah 14130 0.0000708 9420 0.0001062
Japan yen 136.67 0.007317 91.11 0.010976

1-mo. forward 136.65 0.007318 91.09 0.010978
3-mos. forward 136.59 0.007321 91.06 0.010982

6-mos. forward 136.48 0.007327 90.98 0.010991
Malaysia ringgit-c 5.0664 0.1974 3.3775 0.2961

New Zealand dollar 1.9831 0.5042 1.3221 0.7564
Pakistan rupee 124.954 0.0080 83.300 0.0120

Philippines peso 69.902 0.0143 46.600 0.0215
Singapore dollar 2.0876 0.4790 1.3917 0.7185

South Korea won 1766.16 0.0005662 1177.40 0.0008493
Taiwan dollar 48.564 0.02059 32.375 0.03089
Thailand baht 50.162 0.01994 33.440 0.02990

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

Euro zone euro 1 1 0.6666 1.5000

1-mo. forward 1.0001 0.9999 0.6667 1.5000

3-mos. forward 1.0004 0.9996 0.6669 1.4995

6-mos. forward 1.0011 0.9989 0.6673 1.4985

Czech Rep. koruna-b 25.873 0.0387 17.248 0.0580

Denmark krone 7.4440 0.1343 4.9625 0.2015

Hungary forint 264.41 0.003782 176.27 0.005673

Norway krone 8.3105 0.1203 5.5402 0.1805

Poland zloty 4.1638 0.2402 2.7758 0.3603

Russia ruble-d 43.666 0.02290 29.110 0.03435

Sweden krona 10.2675 0.0974 6.8448 0.1461

Switzerland franc 1.5097 0.6624 1.0065 0.9936

1-mo. forward 1.5094 0.6625 1.0062 0.9938

3-mos. forward 1.5088 0.6628 1.0058 0.9942

6-mos. forward 1.5077 0.6633 1.0051 0.9949

Turkey lira 2.1902 0.4566 1.4601 0.6849

U.K. pound 0.9026 1.1080 0.6017 1.6620

1-mo. forward 0.9027 1.1077 0.6018 1.6617

3-mos. forward 0.9030 1.1074 0.6020 1.6611

6-mos. forward 0.9035 1.1068 0.6023 1.6602

MIDDLE EAST/AFRICA
Bahrain dinar 0.5655 1.7684 0.3770 2.6527

Egypt pound-a 8.2008 0.1219 5.4670 0.1829

Israel shekel 5.5419 0.1804 3.6945 0.2707

Jordan dinar 1.0623 0.9413 0.7082 1.4120

Kuwait dinar 0.4281 2.3361 0.2854 3.5042

Lebanon pound 2252.33 0.0004440 1501.50 0.0006660

Saudi Arabia riyal 5.6253 0.1778 3.7501 0.2667

South Africa rand 11.0629 0.0904 7.3750 0.1356

United Arab dirham 5.5097 0.1815 3.6730 0.2723

SDR -f 0.9395 1.0644 0.6263 1.5966

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 600 249.19 0.94 0.38% 26.6% 18.9%

 21 DJ Stoxx 50 2518.06 17.06 0.68 21.9% 13.1%

 40 Euro Zone DJ Euro Stoxx 275.18 0.23 0.08 23.5% 21.6%

 13 DJ Euro Stoxx 50 2936.83 11.75 0.40 19.8% 19.5%

 17 Austria ATX 2713.08 –39.31 –1.43% 55.0% 37.4%

 15 Belgium Bel-20 2578.03 –6.56 –0.25 35.1% 31.0%

 12 Czech Republic PX 1163.4 –5.7 –0.49 35.6% 36.2%

 19 Denmark OMX Copenhagen 318.75 0.97 0.31 40.9% 21.6%

 18 Finland OMX Helsinki 6235.72 –43.31 –0.69 15.4% 3.8%

 16 France CAC-40 3873.22 1.77 0.05 20.4% 17.4%

 20 Germany DAX 5833.49 21.72 0.37 21.3% 27.6%

 … Hungary BUX 21391.13 –83.38 –0.39 74.7% 79.5%

 19 Ireland ISEQ 3252.80 –25.59 –0.78 38.8% 19.3%

 13 Italy FTSE MIB 24175.87 –52.18 –0.22 24.2% 14.6%

 … Netherlands AEX 325.50 0.58 0.18 32.3% 27.6%

 15 Norway All-Shares 398.20 –0.52 –0.13 47.4% 35.8%

 17 Poland WIG 39650.14 279.96 0.71 45.6% 45.3%

 18 Portugal PSI 20 8812.17 –33.59 –0.38 39.0% 37.7%

 … Russia RTSI 1446.64 0.50 0.03% 128.9% 117.3%

 11 Spain IBEX 35 11875.2 85.0 0.72 29.1% 32.0%

 15 Sweden OMX Stockholm 292.34 –0.99 –0.34% 43.1% 43.9%

 14 Switzerland SMI 6434.66 7.37 0.11 16.3% 8.6%

 9 Turkey ISE National 100 51295.19 244.32 0.48 90.9% 100.2%

 14 U.K. FTSE 100 5257.85 14.45 0.28 18.6% 30.1%

 41 ASIA-PACIFIC DJ Asia-Pacific 123.25 –0.65 –0.52 31.7% 35.0%

 … Australia SPX/ASX 200 4838.6 –7.6 –0.16 30.0% 16.4%

 … China CBN 600 26939.06 –82.13 –0.30 82.5% 84.9%

 21 Hong Kong Hang Seng 22318.11 –66.85 –0.30 55.1% 56.4%

 20 India Sensex 17009.17 –213.84 –1.24 76.3% 67.3%

 … Japan Nikkei Stock Average 10333.39 –3.45 –0.03 16.6% 19.1%

 … Singapore Straits Times 2692.55 –18.54 –0.68 52.9% 47.9%

 11 South Korea Kospi 1653.86 –5.29 –0.32 47.1% 45.8%

 1 AMERICAS DJ Americas 291.67 2.18 0.75 29.0% 27.9%

 … Brazil Bovespa 66747.05 1443.94 2.21 77.8% 88.9%

 20 Mexico IPC 31139.02 138.08 0.45 39.1% 64.1%

*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. 21, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 24 ALL COUNTRY (AC) WORLD* 298.21 –0.41% 31.0% 1.2%

2.50% 25 World (Developed Markets) 1,166.03 –0.39% 26.7% –1.4%

2.30% 26 World ex-EMU 135.26 –0.34% 25.7% –2.2%

2.40% 28 World ex-UK 1,162.07 –0.39% 25.8% –1.4%

3.00% 26 EAFE 1,610.48 –0.05% 30.1% 3.7%

2.20% 19 Emerging Markets (EM) 972.19 –0.49% 71.4% 23.5%

3.50% 17 EUROPE 86.29 –0.46% 24.3% –3.6%

3.70% 19 EMU 187.90 –0.65% 32.3% 2.7%

3.30% 21 Europe ex-UK 95.83 –0.49% 23.5% –1.9%

4.10% 15 Europe Value 99.17 –0.61% 27.9% –2.1%

2.80% 19 Europe Growth 72.89 –0.29% 20.6% –5.2%

2.50% 18 Europe Small Cap 160.10 –0.26% 58.6% 10.6%

2.10% 10 EM Europe 278.24 0.38% 75.2% –4.9%

3.80% 12 UK 1,559.12 –0.73% 18.6% 7.2%

2.70% 21 Nordic Countries 133.32 –0.13% 35.9% 0.5%

1.50% 9 Russia 759.33 –0.49% 84.2% –6.2%

2.90% 13 South Africa 691.63 –0.14% 19.5% 10.8%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 414.33 0.71% 67.5% 28.3%

1.30% -41 Japan 566.60 0.82% 6.9% –17.0%

2.00% 19 China 64.62 0.42% 58.4% 40.7%

0.90% 20 India 690.68 –0.53% 87.1% 35.7%

0.80% 26 Korea 468.60 0.56% 52.7% 17.1%

2.70% 415 Taiwan 281.66 0.14% 62.5% 25.9%

1.90% 32 US BROAD MARKET 1,209.93 –0.72% 23.2% –5.6%

1.30% -17 US Small Cap 1,636.27 –1.32% 31.2% –4.4%

3.30% 15 EM LATIN AMERICA 3,978.93 –3.21% 91.5% 24.9%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Cadbury sales bolster defense
Candy maker aims
to show its value
in face of Kraft bid

LONDON—British sweets maker
Cadbury PLC posted strong third-
quarter sales figures that sent a
sharp message to hopeful acquirer
Kraft Foods Inc: A takeover won’t
come cheap.

Cadbury also raised its sales and
profit outlook for the year.

The company, which makes choc-
olate, gum and candy, said the new
sales figures and growth expecta-
tions showed shareholders that their
interests were best served with Cad-
bury remaining an independent
company.

“Clearly we’re in touch with
many of our shareowners,” said Cad-
bury’s Chief Executive Officer Todd
Stitzer in a telephone interview
Wednesday. “The message is to them
that we are focused on delivering
shareowner value for them and see
no other value-creating opportunity
other than our delivery as a stand-
alone company.”

Wednesday’s results are likely to
add support to Cadbury’s rejection
of a takeover attempt by U.S. food
giant Kraft. In September, the Illi-
nois-based maker of Velveeta
cheese, Oreo cookies and Milka
chocolate made an informal offer of
40% cash, with the remainder in new
Kraft shares. Kraft’s initial offer val-
ued Cadbury shares at 745 British
pence each, or a total of £10.2 billion
($16.7 billion), but a subsequent fall
in Kraft shares makes it currently
worth 728 pence a share, well below
the current Cadbury share price.
Shares of Cadbury ended flat
Wednesday at 799 pence.

Cadbury will gain more clarity on
its future in the next three weeks
because Kraft faces a Nov. 9 deadline
set by the U.K. Takeover Panel to
make a formal offer for Cadbury or
back off for six months.

Cadbury, whose brands include
Trident gum and Dairy Milk choco-
late, said in the three months ended
Sept. 30 sales grew 7%, excluding
the effects of currency swings. The
increase exceeded analysts’ expecta-
tions of roughly 4% quarterly sales
growth.

Cadbury said it expected sales
growth of around 5% for the full
year, up from 4% before. Cadbury
doesn’t report quarterly earnings
figures.

Mr. Stitzer said the 7% increase
wasn’t a fluke. Except for a slow

first quarter this year, quarterly
sales growth has consistently been
between 6% and 7% since the begin-
ning of 2008. Prices rose 10%.

Observers are now waiting for
Kraft’s third-quarter earnings an-
nouncement on Nov. 3, when the
company is expected to reiterate its
reasons for making a bid. That bid,
many analysts say, would have to in-
clude more cash and value Cadbury
at at least 850 pence a share to have
a chance of swaying Cadbury’s
board.

“This trading update should put
further pressure on Kraft to increase
its bid,” Andrew Wood, an analyst
with Sanford C. Bernstein & Co. in
New York, said in a research note.

So far, no other bidder has
mounted a rival offer. Cadbury’s Mr.

Stitzer declined Wednesday to name
a price at which the company’s
board and shareholders might em-
brace a Kraft bid, or say whether
Cadbury had been in direct contact
with Kraft or another potential
suitor.

In the third quarter, Mr. Stitzer
said Cadbury “delivered growth in
every category and every business.”
Sales expanded most strongly in
South America, where they jumped
18%, but Cadbury also flourished in
its mature home market: Sales in
Britain and Ireland rose by 10%.

“This puts the ball firmly back in
Kraft’s court, and is exactly what
Cadbury shareholders would have
hoped for,” Graham Jones, an ana-
lyst with Panmure Gordon Co., said
in a research note.

BY CECILIE ROHWEDDER

Sugar coated
Cadbury sales figures, percentage
change from a year ago

Source: the company

Todd Stitzer, chief executive officer of Cadbury PLC, speaks at a conference in London
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Glaxo vaccine
wins backing
from U.S. panel

WASHINGTON—An advisory
panel to the U.S. government recom-
mended Wednesday that Glaxo-
SmithKline PLC’s Cervarix vaccine
be used in girls and women to pre-
vent cervical cancer.

The recommendation from the
Advisory Committee on Immuniza-
tion Practices follows last week’s
approval by the U.S. Food and Drug
Administration of the product’s use
in girls and women ages 10 to 25.
The committee advises the Centers
for Disease Control on vaccination
matters.

The panel’s recommendations,
which go to the secretary of Health
and Human Services—typically trig-
ger private-insurance companies to
cover the vaccine in question.

The Glaxo vaccine will compete
against Merck & Co.’s Gardasil,
which was approved in 2006.

Cervarix is designed to protect
against cervical cancer and other
conditions linked to two strains of
human papillomavirus, or HPV, a
common sexually transmitted dis-
ease. Cervarix guards against HPV
strains 16 and 18, which are linked
to about 70% of cervical-cancer
cases in the U.S. Gardasil protects
against the same strains, along with
two others that are linked to genital
warts in both men and women.

HPV vaccines are designed to be
administered before patients be-
come sexually active. In the U.S., the
CDC recommends that Gardasil be
offered for 11- to 12-year-old girls
along with other vaccines that are
routinely given to that age group. It
is expected that Cervarix will carry
the same recommendation once the
approval is finalized.

BY JENNIFER CORBETT DOOREN
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à As with all investments,
appropriate advice should

be obtained prior to
entering into any
binding contract. à
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from national customers. Tech Co with reve-
nue & patented product at 4k+ resellers lost
its funding for mfg. $8-$10 Million equity or
debt needed ASAP.

Andrew 214-585-0572
brpartners2@aol.com����� �� ��	
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Trader with documented past 5 year CAGR
of over 80% is seeking $35MM to
put his successful method to work

in greater scale.
Confidentiality assured.

Hedge/Inst./Pens/Ins. entities only.
Send inquiries to :

stephanie@granatolaw.com
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2003 64’ Vicem Classic MY
Current Price: US $695,000

(Comparable NewModels $1.8M)
Located in Charleston, SC USA

Hull Material: Composite
Engine/Fuel Type: Twin Diesel

Approximately 1,100 Engine Hours
YW# 74809-1593636

Call 843-324-7421 For More Info

MONEYWANTED
Looking for a loan/s up to $10,000,000
back by current auto loan receivables. 5
year commitment up to 8% interest. We
have audited financial statements and we
are profitable.

Call: Richard 586-764-2994 or
Email: rvanderport@yahoo.com

$1,000,000 Loan NeededWill
Pay 12% Annual Interest

Nursing Home needs
loan backed by A/R.

PG’s given 6 months term
Business is profitable.

Call Mr. Garff
(727) 224-9563

TRAVEL
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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 10/20 USD 350.64 42.8 47.9 6.4
Sel Emerg Mkt Equity GL EQ GGY 10/20 USD 211.71 61.6 54.8 –12.0
Sel Euro Equity EUR US EQ GGY 10/20 EUR 97.68 31.8 24.2 –20.5
Sel European Equity EU EQ GGY 10/20 USD 193.47 40.7 28.6 –19.0
Sel Glob Equity GL EQ GGY 10/20 USD 192.81 34.2 23.6 –18.2
Sel Glob Fxd Inc GL BD GGY 10/20 USD 142.85 10.8 12.2 –1.0
Sel Pacific Equity AS EQ GGY 10/20 USD 150.98 67.0 58.1 –9.2
Sel US Equity US EQ GGY 10/20 USD 122.75 21.8 10.9 –16.1
Sel US Sm Cap Eq US EQ GGY 10/20 USD 172.48 31.9 19.7 –16.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/20 EUR 29.27 11.6 –11.9 –42.1
MP-TURKEY.SI OT OT SVN 10/20 EUR 32.80 67.9 53.6 –20.9

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 10/20 EUR 3.62 72.4 4.0 –37.9
Parex Eastern Europ Bal OT OT LVA 10/20 EUR 13.24 54.3 17.7 –3.0
Parex Eastern Europ Bd EU BD LVA 10/20 USD 14.38 64.9 27.7 2.9
Parex Russian Eq EE EQ LVA 10/20 USD 19.96 130.5 87.1 –16.8

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 10/20 EUR 109.29 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/21 USD 170.59 53.8 50.5 –19.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/21 USD 162.61 52.8 49.2 –20.2
PF (LUX)-Biotech-Pca OT EQ LUX 10/20 USD 282.51 –0.9 –5.0 –10.0
PF (LUX)-CHF Liq-Pca CH MM LUX 10/20 CHF 124.23 0.2 0.4 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/20 CHF 93.77 0.2 0.4 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/20 USD 111.47 37.1 39.1 –8.6
PF (LUX)-East Eu-Pca EU EQ LUX 10/20 EUR 308.29 130.9 77.0 –20.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/21 USD 519.42 70.7 61.0 –16.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/20 EUR 98.68 29.1 14.8 –16.8
PF (LUX)-EUR Bds-Pca EU BD LUX 10/20 EUR 383.86 2.8 4.9 2.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/20 EUR 292.12 2.8 4.9 2.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/20 EUR 146.04 16.9 19.7 4.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/20 EUR 102.67 16.9 19.7 4.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/20 EUR 142.68 58.2 40.5 –1.8
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/20 EUR 82.71 58.2 40.5 –1.8
PF (LUX)-EUR Liq-Pca EU MM LUX 10/20 EUR 135.90 0.9 1.6 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/20 EUR 97.94 0.9 1.6 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/20 EUR 102.38 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/20 EUR 101.02 0.5 1.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/20 EUR 398.84 30.4 16.9 –21.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/20 EUR 129.45 28.0 13.6 –18.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/20 USD 245.69 29.7 45.8 11.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/20 USD 167.13 29.7 45.8 11.3
PF (LUX)-Gr China-Pca AS EQ LUX 10/21 USD 335.72 57.8 54.8 –15.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/21 USD 358.98 87.3 66.9 –9.6
PF (LUX)-Jap Index-Pca JP EQ LUX 10/21 JPY 8851.23 8.7 –3.6 –24.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/21 JPY 7765.28 6.4 –8.0 –28.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/21 JPY 7540.94 5.8 –8.6 –28.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/21 JPY 4413.82 12.4 –0.2 –23.9
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/20 USD 51.79 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/21 USD 275.02 73.7 57.0 –9.6
PF (LUX)-Piclife-Pca CH BA LUX 10/20 CHF 782.27 13.5 9.8 –5.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/20 EUR 61.00 38.2 21.5 –14.6
PF (LUX)-Rus Eq-Pca OT OT LUX 10/20 USD 64.72 183.4 117.0 NS
PF (LUX)-Security-Pca GL EQ LUX 10/20 USD 96.45 35.0 29.7 –10.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/20 EUR 453.32 38.9 25.1 –18.6
PF (LUX)-Timber-Pca OT OT LUX 10/20 USD 99.32 47.4 22.8 NS
PF (LUX)-US Eq-Ica US EQ LUX 10/20 USD 101.90 24.8 15.5 –11.4
PF (LUX)-USA Index-Pca US EQ LUX 10/20 USD 88.49 22.1 12.4 –13.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/20 USD 514.92 –2.9 6.0 5.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/20 USD 377.84 –2.9 6.0 5.6
PF (LUX)-USD Liq-Pca US MM LUX 10/20 USD 131.02 0.6 1.0 1.9
PF (LUX)-USD Liq-Pdi US MM LUX 10/20 USD 85.55 0.6 1.0 1.9

PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/20 USD 101.56 0.3 0.8 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/20 USD 100.85 0.3 0.8 NS
PF (LUX)-Water-Pca GL EQ LUX 10/20 EUR 115.02 11.7 1.0 –14.4
PF (LUX)-WldGovBds-Pca GL BD LUX 10/21 USD 169.32 2.7 14.1 8.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/21 USD 140.15 2.7 14.1 8.6

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 10/20 USD 12.55 60.1 42.9 –9.2
Japan Fund USD JP EQ IRL 10/21 USD 16.81 14.4 35.7 –2.7
Polar Healthcare Class I USD OT OT IRL 10/20 USD 12.56 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/20 USD 12.55 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 10/20 EUR 697.78 23.8 14.5 –17.7
Core Eurozone Eq B EU EQ IRL 10/20 EUR 828.69 26.0 18.2 NS
Euro Fixed Income A EU BD IRL 10/20 EUR 1226.94 8.4 7.6 –1.7
Euro Fixed Income B EU BD IRL 10/20 EUR 1308.31 8.9 8.3 –1.1
Euro Small Cap A EU EQ IRL 10/20 EUR 1204.26 42.0 23.0 –21.8
Euro Small Cap B EU EQ IRL 10/20 EUR 1288.45 42.7 23.8 –21.3
Eurozone Agg Eq A EU EQ IRL 10/20 EUR 662.64 33.3 22.3 –18.8
Eurozone Agg Eq B EU EQ IRL 10/20 EUR 951.15 34.0 23.0 –18.4
Glbl Bd (EuroHdg) A GL BD IRL 10/20 EUR 1361.26 13.7 13.2 2.5
Glbl Bd (EuroHdg) B GL BD IRL 10/20 EUR 1443.14 14.2 13.9 3.2
Glbl Bd A EU BD IRL 10/20 EUR 1069.57 9.1 6.8 2.0
Glbl Bd B EU BD IRL 10/20 EUR 1137.76 9.6 7.4 2.7
Glbl Real Estate A OT EQ IRL 10/20 USD 891.01 33.7 16.2 –19.9
Glbl Real Estate B OT EQ IRL 10/20 USD 917.50 34.3 16.9 –19.4
Glbl Real Estate EH-A OT EQ IRL 10/20 EUR 791.20 26.1 7.8 –21.5
Glbl Real Estate SH-B OT EQ IRL 10/20 GBP 74.40 25.5 7.0 –21.1
Glbl Strategic Yield A EU BD IRL 10/20 EUR 1552.00 37.3 30.0 1.2
Glbl Strategic Yield B EU BD IRL 10/20 EUR 1658.90 38.0 30.8 1.9
Japan Equity A JP EQ IRL 10/20 JPY 11755.94 13.7 5.4 –24.4
Japan Equity B JP EQ IRL 10/20 JPY 12515.21 14.3 6.0 –24.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/20 USD 2268.00 76.3 65.5 –9.6
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/20 USD 2417.56 77.2 66.5 –9.1
Pan European Eq A EU EQ IRL 10/20 EUR 959.46 33.5 20.6 –18.0
Pan European Eq B EU EQ IRL 10/20 EUR 1021.59 34.2 21.3 –17.6
US Equity A US EQ IRL 10/20 USD 856.40 28.0 15.2 –14.6
US Equity B US EQ IRL 10/20 USD 915.84 28.6 15.8 –14.1
US Small Cap A US EQ IRL 10/20 USD 1257.85 25.1 13.4 –16.4
US Small Cap B US EQ IRL 10/20 USD 1346.02 25.7 14.1 –15.9

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/21 EUR 14.20 0.5 10.5 11.9
Asset Sele C H-CHF OT OT LUX 10/21 CHF 98.60 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/21 GBP 99.79 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/21 JPY 9907.65 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/21 NOK 113.76 1.1 13.3 NS
Asset Sele C H-SEK OT OT LUX 10/21 SEK 142.63 0.0 11.0 12.3
Asset Sele C H-USD OT OT LUX 10/21 USD 99.69 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/21 SEK 133.85 0.0 10.5 NS
Choice Global Value -C- GL EQ LUX 10/21 SEK 74.12 23.2 10.3 –23.2
Choice Global Value -D- OT OT LUX 10/21 SEK 71.02 23.2 10.3 –23.2
Choice Global Value -I- OT OT LUX 10/21 EUR 6.43 32.0 8.5 –26.7
Choice Japan Fd -C- OT OT LUX 10/21 JPY 47.83 6.4 –4.2 –25.5
Choice Japan Fd -D- OT OT LUX 10/21 JPY 43.01 6.4 –4.2 –25.4
Choice Jpn Chance/Risk JP EQ LUX 10/21 JPY 51.04 13.9 0.2 –27.7
Choice NthAmChance/Risk US EQ LUX 10/21 USD 3.87 38.2 21.1 –14.4
Ethical Europe Fd OT OT LUX 10/21 EUR 1.91 27.9 12.2 –23.0
Europe 1 Fd OT OT LUX 10/21 EUR 2.75 31.7 15.0 –22.9
Europe 3 Fd EU EQ LUX 10/21 EUR 3.96 29.7 13.0 –23.5
Global Chance/Risk Fd GL EQ LUX 10/21 EUR 0.58 22.8 8.7 –17.6
Global Fd -C- OT OT LUX 10/21 USD 2.13 27.9 19.0 –16.8
Global Fd -D- OT OT LUX 10/21 USD 1.33 27.9 NS NS
Nordic Fd OT OT LUX 10/21 EUR 5.41 34.7 26.8 –12.9

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/21 USD 7.21 59.2 60.9 –13.8
Choice Asia ex. Japan -D- OT OT LUX 10/21 USD 1.27 59.2 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/21 EUR 10.40 –4.7 –5.9 0.1
Currency Alpha EUR -RC- OT OT LUX 10/21 EUR 10.31 –5.1 –6.3 –0.4

Currency Alpha SEK -ID- OT OT LUX 10/21 SEK 96.71 –8.5 –9.7 NS
Currency Alpha SEK -RC- OT OT LUX 10/21 SEK 106.02 –5.1 –6.3 –0.4
Generation Fd 80 OT OT LUX 10/21 SEK 7.60 19.0 12.9 –12.3
Nordic Focus EUR NO EQ LUX 10/21 EUR 76.08 52.5 29.4 NS
Nordic Focus NOK NO EQ LUX 10/21 NOK 78.95 52.5 29.4 NS
Nordic Focus SEK NO EQ LUX 10/21 SEK 84.03 52.5 29.4 NS
Russia Fd OT OT LUX 10/21 EUR 8.55 156.2 104.6 –13.8

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/21 USD 1.77 27.3 15.8 –15.3
Ethical Glbl Fd -C- OT OT LUX 10/21 USD 0.84 22.7 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/21 USD 0.82 36.4 25.8 –14.7
Ethical Sweden Fd NO EQ LUX 10/21 SEK 40.27 46.0 42.4 –6.4
Index Linked Bd Fd SEK OT BD LUX 10/21 SEK 13.17 3.4 6.6 5.4
Medical Fd OT EQ LUX 10/21 USD 3.12 8.9 5.1 –9.4
Short Medium Bd Fd SEK NO MM LUX 10/21 SEK 8.80 1.1 2.1 2.4
Technology Fd -C- OT OT LUX 10/21 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/21 USD 2.40 54.2 36.7 –9.4
World Fd -C- OT OT LUX 10/21 USD 28.91 NS NS NS
World Fd -D- OT OT LUX 10/21 USD 2.19 36.8 32.0 –9.7

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/21 EUR 1.27 0.0 0.6 1.0
Short Bond Fd EUR -D- OT OT LUX 10/21 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/21 SEK 21.95 1.8 2.9 2.6
Short Bond Fd USD US MM LUX 10/21 USD 2.49 –0.3 0.3 1.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/21 SEK 10.33 2.7 3.9 0.8
Alpha Bond Fd SEK -B- NO BD LUX 10/21 SEK 8.94 2.7 3.8 0.8
Alpha Bond Fd SEK -C- NO BD LUX 10/21 SEK 25.86 2.6 3.7 0.7
Alpha Bond Fd SEK -D- NO BD LUX 10/21 SEK 8.05 2.6 3.7 0.7
Alpha Short Bd SEK -A- NO MM LUX 10/21 SEK 11.09 2.6 3.5 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/21 SEK 10.14 2.6 3.5 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/21 SEK 21.68 2.5 3.4 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/21 SEK 8.20 2.5 3.4 3.0
Bond Fd SEK -C- NO BD LUX 10/21 SEK 42.59 2.5 8.1 6.5
Bond Fd SEK -D- NO BD LUX 10/21 SEK 12.37 2.6 8.2 5.9
Corp. Bond Fd EUR -C- EU BD LUX 10/21 EUR 1.25 15.0 17.4 2.6
Corp. Bond Fd EUR -D- EU BD LUX 10/21 EUR 0.96 15.1 17.5 2.4
Corp. Bond Fd SEK -C- NO BD LUX 10/21 SEK 12.46 16.0 17.7 1.2
Corp. Bond Fd SEK -D- NO BD LUX 10/21 SEK 9.42 16.0 17.7 1.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/21 EUR 103.78 –0.1 8.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/21 EUR 108.14 4.4 12.9 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 10/21 SEK 1111.86 4.4 12.9 NS
Flexible Bond Fd -C- NO BD LUX 10/21 SEK 21.35 2.3 5.0 4.3
Flexible Bond Fd -D- NO BD LUX 10/21 SEK 11.68 2.3 5.0 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/21 USD 2.63 71.2 67.8 –10.9
Eastern Europe Fd OT OT LUX 10/21 EUR 2.48 45.7 31.1 –20.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/21 SEK 27.96 66.5 65.1 –13.8
Eastern Europe SmCap Fd OT OT LUX 10/21 EUR 2.49 90.7 40.7 –21.0
Europe Chance/Risk Fd EU EQ LUX 10/21 EUR 1014.99 33.1 15.4 –24.8
Listed Private Equity -C- OT OT LUX 10/21 EUR 128.44 55.9 –12.2 NS
Listed Private Equity -IC- OT OT LUX 10/21 EUR 75.75 83.4 3.5 NS
Listed Private Equity -ID- OT OT LUX 10/21 EUR 73.48 78.1 0.4 NS
Nordic Small Cap -C- OT OT LUX 10/21 EUR 129.30 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/21 EUR 129.62 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/21 SEK 79.29 –1.0 –8.3 –15.0
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/21 EUR 101.05 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/21 SEK 101.05 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/21 USD 102.25 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/21 SEK 72.44 –1.0 –8.4 –16.3
Asset Sele Opp C H NOK OT OT LUX 10/21 NOK 106.79 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/21 SEK 105.69 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/21 EUR 106.56 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/21 GBP 106.79 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/21 SEK 106.49 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/21 EUR 103.80 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/21 GBP 104.25 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/21 GBP 103.95 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 10/20 EUR 29.66 4.6 4.0 1.4
Bonds Eur Corp A OT OT LUX 10/19 EUR 22.94 10.6 17.0 1.6
Bonds Eur Hi Yld A OT OT LUX 10/19 EUR 20.40 53.5 35.8 –3.4
Bonds EURO A OT OT LUX 10/20 EUR 41.15 4.2 9.6 5.5
Bonds Europe A OT OT LUX 10/20 EUR 39.20 3.5 8.2 4.8
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 10/19 USD 36.67 16.3 19.4 9.0
Bonds World A OT OT LUX 10/20 USD 43.54 9.3 18.8 9.9
Eq. China A OT OT LUX 10/20 USD 23.33 56.1 67.7 –22.9
Eq. ConcentratedEuropeA OT OT LUX 10/20 EUR 26.57 29.0 21.0 –20.7
Eq. Eastern Europe A OT OT LUX 10/20 EUR 22.94 73.6 43.4 –27.2
Eq. Equities Global Energy OT OT LUX 10/20 USD 18.60 30.5 22.1 –13.2
Eq. Euroland A OT OT LUX 10/20 EUR 10.73 17.1 10.0 –22.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/20 EUR 17.39 26.6 22.7 –17.6
Eq. EurolandFinancialA OT OT LUX 10/19 EUR 12.60 49.6 24.9 –19.7
Eq. Glbl Emg Cty A OT OT LUX 10/20 USD 9.79 63.7 55.2 –16.3
Eq. Global A OT OT LUX 10/20 USD 27.76 31.9 26.2 –16.9
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 10/20 JPY 1119.37 23.6 23.6 –23.9
Eq. Japan Target A OT OT LUX 10/21 JPY 1717.54 9.7 11.8 –11.9
Eq. Pacific A OT OT LUX 10/20 USD 10.33 61.9 51.9 –16.3
Eq. US ConcenCore A OT OT LUX 10/20 USD 21.54 32.6 23.1 –11.3
Eq. US Lg Cap Gr A OT OT LUX 10/20 USD 14.85 37.7 17.4 –15.5
Eq. US Mid Cap A OT OT LUX 10/20 USD 28.84 43.9 30.6 –16.6
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 10/20 USD 16.11 24.5 –0.5 –24.1
Eq. US Value Opp A OT OT LUX 10/20 USD 16.21 25.1 4.6 –23.2
Money Market EURO A OT OT LUX 10/20 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 10/21 JPY 9268.00 7.7 –0.9 –31.7
YMR-N Small Cap Fund OT OT IRL 10/21 JPY 7245.00 12.9 17.8 –30.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/21 JPY 6255.00 6.0 –6.3 –31.2
Yuki 77 Growth JP EQ IRL 10/21 JPY 5849.00 –1.1 –18.2 –36.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/21 JPY 6759.00 8.3 –4.7 –30.7
Yuki Chugoku JpnLowP JP EQ IRL 10/21 JPY 8077.00 –1.4 –3.4 –28.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/21 JPY 6496.00 –4.0 –15.1 –34.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/21 JPY 4605.00 1.2 –10.7 –32.9
Yuki Hokuyo Jpn Inc JP EQ IRL 10/21 JPY 5248.00 –0.6 –11.7 –26.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/21 JPY 5304.00 12.7 18.4 –27.2

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/21 JPY 4361.00 2.6 –13.7 –35.6
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/21 JPY 4765.00 6.1 –11.5 –35.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/21 JPY 6768.00 10.9 –5.2 –30.9
Yuki Mizuho Jpn Gen OT OT IRL 10/21 JPY 8643.00 7.8 –5.3 –31.6
Yuki Mizuho Jpn Gro OT OT IRL 10/21 JPY 6417.00 2.6 –3.9 –33.5
Yuki Mizuho Jpn Inc OT OT IRL 10/21 JPY 7541.00 –5.2 –13.9 –29.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/21 JPY 5170.00 3.7 –9.5 –30.5
Yuki Mizuho Jpn LowP OT OT IRL 10/21 JPY 12003.00 5.9 4.6 –24.6
Yuki Mizuho Jpn PGth OT OT IRL 10/21 JPY 8068.00 5.6 –6.1 –34.1
Yuki Mizuho Jpn SmCp OT OT IRL 10/21 JPY 7413.00 20.9 24.1 –29.6
Yuki Mizuho Jpn Val Sel OT OT IRL 10/21 JPY 5780.00 11.3 1.4 –26.2
Yuki Mizuho Jpn YoungCo OT OT IRL 10/21 JPY 3094.00 29.6 21.5 –33.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/21 JPY 5446.00 6.8 –6.9 –33.6

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 10/16 USD 363.24 89.1 NS –33.3
Antanta MidCap Fund EE EQ AND 10/16 USD 649.65 124.2 NS –37.8
Meriden Opps Fund GL OT AND 09/30 EUR 68.32 –21.5 –33.3 –22.2
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

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

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

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

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

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 09/30 EUR 951.96 NS NS NS
Winton Evolution GBP Cls G OT OT CYM 09/30 GBP 955.54 NS NS NS
Winton Evolution USD Cls F OT OT CYM 09/30 USD 1205.96 –4.9 4.0 5.0
Winton Futures EUR Cls C OT OT VGB 09/30 EUR 195.42 –5.1 5.6 10.0
Winton Futures GBP Cls D OT OT VGB 09/30 GBP 210.95 –5.0 6.3 11.1
Winton Futures JPY Cls E OT OT VGB 09/30 JPY 13810.43 –6.4 3.0 6.9
Winton Futures USD Cls B OT OT VGB 09/30 USD 693.03 –5.5 5.1 9.7

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 09/30 USD 1378.10 3.2 3.2 2.6 –18.0 –7.1

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

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

Home Retail
swings to profit
on cost cutting

LONDON—U.K.-based Home Re-
tail Group PLC, the operator of Ar-
gos and Homebase stores, Wednes-
day swung to a fiscal first-half net
profit after booking hefty write-
downs in the prior-year period, as
the company cut costs and im-
proved its product offering to de-
liver earnings in line with market
expectations.

Home Retail, like the majority of
nonfood retailers in the U.K., has
been hurt by the economic down-
turn as consumers cut back on
spending amid concerns about the
economy, job security and the fall-
ing value of their homes. Argos is a
chain of general-merchandise stores,
while Homebase offers home-im-
provement products.

For the 26 weeks ended Aug. 29,
Home Retail reported a net profit of
£77.7 million (about $127 million).
That compared with a net loss of
£446.8 million in the year-earlier
period, when the results were
weighed down by large write-downs
on the value of the company’s
Homebase assets due to the fall in
consumer spending.

Since the start of the recession,
the company has refocused its prod-
uct offering to suit the newly thrifty
consumer and has already taken out
£32 million of operating and distri-
bution costs from its previously
flagged cost-saving target of £50
million by 2010-11.

Homebase in particular benefited
from cost cuts, better summer
weather—which inspired homeown-
ers to undertake home improve-
ments—and strong discounting,
helping same-store sales to rise 3%
in the first half.

Argos’s same-store sales, though,
fell 2% in the period, hit by a change
in the company’s product mix to-
ward lower-margin consumer elec-
tronics and away from higher-mar-
gin home-related purchases such as
furniture, which have suffered most
in the downturn.

Argos last year bought the Alba
and Bush consumer-electronics
brands, expanding the stable of
brands it owns outright, and has
also added to its ranges of lower-
priced merchandise as the company
seeks to lure cash-strapped custom-
ers.

Chief Executive Terry Duddy told
a conference call that televisions
and computers had sold very well in
the first half and that the company
has also benefited from the demise
last year of general and toy retailer
Woolworths.

His predictions for hot Christmas
sellers in the toy department in-
clude Lego, a camera designed for
children, and Go Go Hamsters mech-
anized pets.

Overall total sales across both
retail chains in the six months to
Aug. 30 rose 3% to £2.81 million,
helped by new-store openings. The
company plans to open around 20
new Argos stores each year, a slow-
down from the days of 30 store
openings over the past few years, as
it trims back on capital expenditure.

Profit before tax and exceptional
items—the key figure U.K. analysts
and investors track when assessing
the company’s underlying perform-
ance—rose 1% to £122.7 million,
boosted by Homebase. The market
had been expecting pretax profit of
£123 million, according to a Factset
poll of 19 analysts.

BY KATHY SANDLER

Peugeot, Fiat post lower revenue
Higher volume
hasn’t translated
into profit growth

The car-scrapping schemes that
caused a jump in European auto
sales in the second half may have
boosted manufacturers’ volumes,
but they’ve done nothing to revive
falling revenue and profits.

Both France’s PSA Peugeot-Cit-
roën and Italy’s Fiat SpA reported
Wednesday that their vehicle sales
perked up in the third quarter, but
revenue declined and Fiat’s profit
took a hit as a result.

Peugeot-Citroën doesn’t report
quarterly earnings, but industry an-
alysts say neither company was able
to make a profit in Europe in the
three months through September
despite government efforts to prop
up demand.

The problem is that the scrap-
ping schemes encouraged consum-
ers to trade in gas guzzlers for
small, basic cars that offer little, if
any, margin for the makers. And un-
der some plans, such as the U.K.
program, the manufacturers have
had to contribute some of the pro-
grams’ cost, further eating into

profits.
Peugeot’s revenue fell 7.7% in the

third quarter from a year earlier, to
€11.78 billion ($17.59 billion), despite
a 10% rise in the number of global
auto sales.

Like other car makers, Peugeot
and Fiat have been affected by a
sharp shift in consumer preference
to smaller vehicles, which generate
less revenue per unit and skinnier
profit margins.

The strength of the euro has also
dented revenue from sales in coun-
tries with weakening currencies like
the U.K., although Fiat has been ex-
periencing fat margins and the

strong real in its important Brazil-
ian market.

Peugeot’s 7.7% revenue decline in
the third quarter followed drops of
25% in the first quarter and 19% in
the second, signaling that the sales
trough was reached in the early
months of this year.

Fiat’s revenue tumbled 16% to
€12 billion, and net profit plunged
to €25 million in the third quarter
from €468 million a year earlier. Its
sales volume rose 4.3% in the third
quarter after an 8.3% drop in the
second quarter. The auto markets in
Germany, France and the U.K.—ma-
jor markets for both companies—all

saw overall sales rise in recent
months thanks to scrapping-
schemes.

However, industry experts are al-
ready predicting that volume will
sag in Europe by 10% or more next
year as the schemes are wound
down or stopped. Sanford C. Bern-
stein estimates that Peugeot-Cit-
roën’s auto division incurred a loss
of €200 million to €300 million in
the third quarter, noting that reve-
nue was below the average of the
previous two quarters.

Peugeot gave no earnings guid-
ance and didn’t comment on the
market outlook.

BY DAVID PEARSON
AND GILLES CASTONGUAY

Source: the company
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Koenigsegg moves closer to Saab deal
STOCKHOLM—Sweden’s Koenig-

segg Group AB Wednesday moved
closer in its pursuit of General Mo-
tors Co.’s Saab Automobile unit, af-
ter the European Investment Bank
approved €400 million, or about
$600 million, in loans to the Swed-
ish car maker.

Sports-car maker Koenigsegg
reached an agreement in August to
buy the unprofitable Saab division,
fully owned by GM since 1999, but
financing of the deal was dependent
on securing €400 million in EIB
loans, as well as loan guarantees
from the Swedish government,
which was reluctant to provide any
form of direct funding.

With the approval of the EIB
loan, the Swedish government is ex-
pected to approve the loan guaran-
tees. That would clear a significant
hurdle to Saab’s takeover, which will
safeguard thousands of Swedish
jobs in an automotive industry hard-
hit by the decline of global car sales.

“The Swedish government has
already applied provisionally to the
European Union for permission to
grant the loan guarantees, so the

government is already on board,”
said Saab spokeswoman Gunilla
Gustavs.

Koenigsegg also struck a prelimi-
nary deal last month with Beijing
Automotive Industry Holding Co.
that will see the government-owned
Chinese auto maker take a minority
stake in Koenigsegg, helping it
close the estimated three-billion-
Swedish-krona, or roughly $430 mil-
lion, funding gap it needed to buy
Saab.

GM’s sale of Saab would tie up
another loose end in its global re-
structuring. Saab is one of four

brands—alongside Hummer, Pontiac
and Saturn—being sold or wound
down, and GM is targeting final clo-
sure of the deal by year end.

“We’re hoping for a quick resolu-
tion,” Ms. Gustavs said. “We said a
deal could be completed by the end
of the year and now hope this will
all be completed in the next few
weeks, but of course there are some
things beyond our control. That
said, this is a big step in the right
direction.”

GM earlier this month agreed to
sell a majority stake in its European
Opel and Vauxhall operations to car-

parts maker Magna International
Inc. and Russia’s OAO Sberbank, al-
though the protracted deal still
needs to be finalized, having been
hampered by union unrest and ne-
gotiations over state aid in Germany
and the U.K.

Christian von Koenigsegg,
founder of Koenigsegg Automotive,
which is part of the consortium buy-
ing Saab, said he plans to realign
Saab as a niche brand. Under the
consortium’s business plan, Saab
would break even in 2012, producing
at least 100,000 vehicles that year,
he said in August.

Mr. von Koenigsegg couldn’t be
reached for comment Wednesday.

Before a deal can be finalized,
the Swedish National Debt Office
has to agree to guarantee the loan,
and the EU must sign off on the
deal.

Saab’s loan will be used for re-
search and development to improve
fuel efficiency and safety, the EIB
said, adding that the loan is subject
to the European Commission’s ap-
proval of the Swedish state guaran-
tee.

Joran Hagglund, a state secre-
tary at Sweden’s Enterprise Minis-
try and the government’s main liai-
son to the auto industry, said
previously the government would
likely make a decision a few days af-
ter the EIB. He couldn’t be reached
for comment Wednesday.

BY IAN EDMONDSON

New Saabs await shipment outside the main plant in Trollhattan, Sweden
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Japan’s JAL task force seeks smaller debt waiver

TOKYO—A task force appointed
by Japan’s government to draft a
turnaround plan for Japan Airlines
Corp. has asked the airline’s main
creditor banks to waive loans and
consider debt-for-equity swaps to-

taling 250 billion yen ($2.76 billion),
down from the 300 billion yen origi-
nally proposed, people familiar with
the matter said.

But the banks—the country’s
three biggest by assets, as well as a
state lending agency—are still balk-
ing at the plan, which is also likely

to involve cutting unprofitable
routes and thousands of jobs, in an
early test of the new government.

JAL’s creditors want more expla-
nation on what exactly the govern-
ment plans to do going forward to
support the carrier, the people fa-
miliar with the matter said.

BY ATSUKO FUKASE
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Gl Value A GL EQ LUX 10/20 USD 11.22 32.2 18.0 –22.2
Gl Value B GL EQ LUX 10/20 USD 10.33 31.1 16.7 –23.0
Gl Value I GL EQ LUX 10/20 USD 11.91 32.9 18.9 –21.6
India Growth A - OT OT LUX 10/20 USD 124.75 NS NS NS
India Growth AX OT OT LUX 10/20 USD 108.99 88.7 86.1 –2.3
India Growth B - OT OT NA 10/20 USD 130.95 NS NS NS
India Growth BX OT OT LUX 10/20 USD 93.35 87.2 84.3 –3.2
India Growth I EA EQ LUX 10/20 USD 112.83 89.3 86.8 –1.9
Int'l Health Care A OT EQ LUX 10/20 USD 128.20 9.2 1.2 –11.7
Int'l Health Care B OT EQ LUX 10/20 USD 108.35 8.3 0.2 –12.6
Int'l Health Care I OT EQ LUX 10/20 USD 139.84 9.9 2.0 –11.0
Int'l Technology A OT EQ LUX 10/20 USD 103.76 41.8 24.6 –15.4
Int'l Technology B OT EQ LUX 10/20 USD 90.09 40.7 23.3 –16.2
Int'l Technology I OT EQ LUX 10/20 USD 116.16 42.8 25.6 –14.7
Japan Blend A JP EQ LUX 10/20 JPY 5909.00 10.1 –3.4 –26.0
Japan Growth A JP EQ LUX 10/20 JPY 5819.00 4.6 –8.1 –26.4
Japan Growth I JP EQ LUX 10/20 JPY 5978.00 5.3 –7.4 –25.9
Japan Strat Value A JP EQ LUX 10/20 JPY 5951.00 15.4 1.2 –26.1
Japan Strat Value I JP EQ LUX 10/20 JPY 6099.00 16.1 2.0 –25.5
Real Estate Sec. A OT EQ LUX 10/20 USD 14.24 33.5 15.0 –18.2
Real Estate Sec. B OT EQ LUX 10/20 USD 13.05 32.5 14.0 –19.0

Real Estate Sec. I OT EQ LUX 10/20 USD 15.28 34.3 15.9 –17.5
Short Mat Dollar A US BD LUX 10/20 USD 7.20 9.7 2.1 –7.5
Short Mat Dollar A2 US BD LUX 10/20 USD 9.63 9.9 2.1 –7.6
Short Mat Dollar B US BD LUX 10/20 USD 7.20 9.3 1.7 –7.9
Short Mat Dollar B2 US BD LUX 10/20 USD 9.59 9.5 1.6 –8.0
Short Mat Dollar I US BD LUX 10/20 USD 7.20 10.1 2.7 –6.9

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 10/20 GBP 7.97 19.7 25.3 –8.6
Andfs. Borsa Global GL EQ AND 10/20 EUR 6.37 9.8 3.7 –19.4
Andfs. Emergents GL EQ AND 10/20 USD 17.00 70.0 65.7 –11.3
Andfs. Espanya EU EQ AND 10/20 EUR 13.51 24.9 16.9 –13.3

Andfs. Estats Units US EQ AND 10/20 USD 14.60 19.8 12.1 –14.6
Andfs. Europa EU EQ AND 10/20 EUR 7.78 20.0 11.8 –16.9
Andfs. Franca EU EQ AND 10/20 EUR 9.55 15.3 9.4 –18.5
Andfs. Japo JP EQ AND 10/20 JPY 508.92 16.1 12.8 –22.5
Andfs. Plus Dollars US BA AND 10/20 USD 9.40 11.4 8.0 –6.9
Andfs. RF Dolars US BD AND 10/20 USD 11.40 11.5 10.6 –0.1
Andfs. RF Euros EU BD AND 10/20 EUR 10.81 20.7 17.9 –1.9
Andorfons EU BD AND 10/20 EUR 14.46 21.2 15.8 –4.0
Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 4.8 –13.4 –7.6
Andorfons Mix 30 EU BA AND 10/20 EUR 9.55 17.9 9.3 –10.1
Andorfons Mix 60 EU BA AND 10/20 EUR 9.19 13.1 3.2 –17.0

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 10/16 USD 244623.01 81.3 53.1 –5.3

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 10/21 EUR 9.19 –4.9 –6.2 –3.1
DJE-Absolut P GL EQ LUX 10/21 EUR 199.42 13.8 8.5 –10.7
DJE-Alpha Glbl P EU BA LUX 10/21 EUR 175.36 14.0 11.1 –6.5
DJE-Div& Substanz P GL EQ LUX 10/21 EUR 209.74 19.9 20.3 –7.5

DJE-Gold&Resourc P OT EQ LUX 10/21 EUR 168.84 29.2 47.1 –6.1
DJE-Renten Glbl P EU BD LUX 10/21 EUR 129.41 8.1 9.9 2.8
LuxPro-Dragon I AS EQ LUX 10/21 EUR 153.10 64.9 61.4 –13.1
LuxPro-Dragon P AS EQ LUX 10/21 EUR 149.16 64.4 60.6 –14.2
LuxTopic-Aktien Europa EU EQ LUX 10/21 EUR 17.18 19.9 22.6 –5.0
LuxTopic-Pacific AS EQ LUX 10/21 EUR 15.12 67.1 49.0 –17.5

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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Fidelity will let investors
trade in foreign shares
Expansion of tools
is touted as offering
cheaper, faster service

Bets yuan will go higher
make bond a blockbuster

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

Citi drops $4.5 million renovation

By Jane J. Kim

Cashing in on Americans’ appe-
tite for overseas investments, Fidel-
ity Investments is expanding its
trading services to allow investors
to trade foreign stocks and curren-
cies directly beginning Thursday.
The firm says this will result in
cheaper and faster trades for more
investors.

Unless a foreign company lists
its shares as American depositary re-
ceipts, U.S. investors typically buy
shares of overseas companies
through mutual funds. While many
brokerage firms make it possible for
investors to buy foreign stocks,
those investors must use a broker,
which can add extra fees and slow
the transaction.

Fidelity’s announcement comes
at a time when investors have been
taking cash off the sidelines and put-
ting more of it into overseas invest-
ments, particularly emerging mar-
kets. “We’re seeing a significant
shift toward this type of opportunis-
tic investing—taking advantage of a
falling dollar and a foreign-ex-
change play—and a greater confi-
dence that the markets are going to
be supported,” says Robert Adler,
head of Lipper FMI, Americas, a unit
of Thomson Reuters PLC.

More firms are now making it
possible to trade foreign stocks the
same way they would trade U.S.
stocks. In Fidelity’s case, investors
can now trade online in 12 markets
and eight currencies, using either
U.S. dollars or local currencies. Bro-
kers and financial advisers will also
get access to direct trading in 25
markets and 16 currencies.

Retail customers’ online-trading
commissions—which are paid in lo-
cal currencies—could drop by
nearly half to $30 or less with some
trades. Previously, investors had to
call a Fidelity representative if they
wanted to trade a foreign stock.

Interactive Brokers Group Inc.,
whose brokerage unit is aimed at ac-

tive and professional traders, al-
ready offers direct foreign trading
in 18 markets and plans to add trad-
ing in Italian shares later this month
and Brazilian shares by year end.
E*Trade Financial Corp. upgraded
its trading site in 2007 to allow in-
vestors to trade individual foreign
shares online in their local curren-
cies in six key markets.

EverBank Financial Corp.’s Ever-
Trade Direct Brokerage allows inves-
tors to place broker-assisted trades
for foreign stocks and has seen a
pickup in its global markets busi-
ness in the past five months, given
the declines in the U.S. dollar and
various budget issues, says Ever-
Bank CEO Frank Trotter.

Ross Calvin of Albuquerque,
N.M., started trading foreign stocks
at Interactive Brokers after conclud-
ing that future economic growth
would be concentrated overseas.
“The way I see the world, the U.S. is
the largest debtor nation in his-
tory,” says the 27-year-old invest-
ment analyst.

As the U.S. continues to pay for
projects by printing new money, he
figures the purchasing power of the
dollar will be further eroded, which
will also translate into more growth
overseas.

But the expanded access raises
questions about the suitability of
foreign stocks for U.S. investors. In-
formation on foreign companies
may not be as easily available as on
U.S. companies, and Americans
could find different standards in ar-
eas such as accounting and regula-
tion. Investors also risk seeing the
value of their investments fall if the
U.S. dollar strengthens against that
country’s currency.

Fidelity says it has beefed up its
foreign-stock coverage by adding ad-
ditional research, company-specific
news and real-time foreign quotes
as well other online tools. TD Ameri-
trade Holding Corp. recently re-
launched its online research center
to include more information on glo-
bal markets, while Charles Schwab
Corp. last year expanded its interna-
tional research.

Last year, the U.S. Securities and
Exchange Commission proposed a
rule that could make it easier for in-
vestors to trade foreign stocks.

For now, Fidelity’s new service
will only be available to those who
make more than 120 trades a year
and have at least $25,000 at the
firm, or those who have at least
$1 million at the firm. “It’s designed
for more active, more engaged cus-
tomers” with an interest in foreign
markets, says James Burton, presi-
dent of Fidelity’s retail brokerage
business.

By Chester Yung

HONG KONG—The Chinese gov-
ernment’s first yuan bond sale in
Hong Kong met strong demand as in-
vestors bid for three times the
amount of debt on offer amid hopes
for a stronger Chinese currency.

The six billion yuan ($879 mil-
lion) offering, Beijing’s first yuan
deal outside the mainland, attracted
18 billion yuan worth of subscrip-
tions since Sept. 28, the Ministry of
Finance said.

“The subscription result is very
satisfactory as yuan-denominated
bonds are increasingly seen as in-
vestment products in Hong Kong,”
said Midas Chu, a fixed-income
dealer at Bank of Communications
Co. “This would encourage China to
issue more on a regular basis.”

China’s onshore sales of govern-
ment bonds typically have subscrip-
tion rates of 1.5 to two times, al-
though this isn’t directly compara-
ble to the Hong Kong sale given the
different investor bases.

The sovereign offering is the lat-
est measure by Beijing in recent
months aiming to internationalize
the yuan. China has allowed the
yuan to be used to settle cross-bor-
der trade with Hong Kong and some
countries.

Carlos Cheung, the chief foreign-
exchange dealer at Bank of East

Asia, said the Chinese government’s
yuan bond issue in Hong Kong is
more attractive than Hong Kong dol-
lar-denominated bonds because of
expectations of yuan appreciation.

“It’s almost certain that the yuan
will continue to appreciate given
the positive China economic out-
look, while the Hong Kong dollar
bond is less appealing as the Hong
Kong dollar is pegged to the U.S. dol-
lar. Purchasing the yuan bond is basi-
cally a risk-free deal,” he said.

Beijing’s yuan bond sale in Hong
Kong will also help establish a bench-
mark for other financial institutions
if they plan on issuing yuan bonds in
the city, said Daniel Chan, a senior in-
vestment strategist at DBS.

Investor response to the issue
will determine whether the Chinese
government issues more yuan-de-
nominated sovereign debt in Hong
Kong, Vice Finance Minister Li Yong
said last month.

Beijing offered the bonds in
tranches with maturities of two,
three and five years. The three bil-
lion yuan in two-year bonds, prima-
rily targeting Hong Kong retail in-
vestors, carry a coupon of 2.25%.
The 2.5 billion yuan of three-year
bonds, aimed at retail and institu-
tional investors, have a coupon of
2.70%. The 500 million yuan of five-
year bonds, primarily for institu-
tional investors, have 3.30%.
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NEW YORK—Treasury prices
fell across the board Wednesday in
sympathy with European bond mar-
kets, which weakened on signs a fur-
ther expansion to the Bank of Eng-
land’s quantitative-easing program

is unlikely.
The declines

came as U.S. debt
shrugged off both a
Federal Reserve re-

port noting small and scattered im-
provements in the economy and the
end of the second-to-last of the cen-
tral bank’s buybacks of Treasurys.

Bunds and gilts sold off after the
Bank of England’s monetary-policy
committee’s meeting minutes
showed policy makers voted unani-
mously to keep policy unchanged in
October and noted encouraging
signs in the economy. The bank
noted that its bond-buying program
had greatly raised stock and corpo-
rate-bond prices.

Treasurys followed suit, with
longer-maturity Treasurys under
more pressure.

“Their markets have dragged our
markets down,” said William
O’Donnell, head of U.S. government-
bond strategy at RBS Securities in
Greenwich, Conn.

Late afternoon in New York, the
10-year note was off 20/32 to 3.411%.

More firms are
allowing trading of
foreign stocks as
they do U.S. stocks.
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By David Enrich

Citigroup Inc. canceled a
planned $4.5 million renovation of
its main office in Brazil that in-
cluded an area for entertaining cli-
ents and a landscaped terrace called
a “suspended garden.”

The New York company had
hired corporate-architectural firm
Athié Wohnrath Associados to
overhaul three floors of its head-
quarters in São Paulo and was set to
begin the renovations soon, accord-
ing to people familiar with the mat-
ter. The job was supposed to be com-
pleted by early 2010, including a
90-square-meter office with a pan-
oramic view for Citigroup’s top exec-
utive in Brazil.

“We need it to compete,” a senior
executive said about the project
Tuesday, describing it as an impor-
tant way to impress banking clients
and use Citigroup’s real estate more
efficiently.

But on Tuesday afternoon, a per-
son familiar with the situation said
the renovation had been reviewed
by senior executives, who decided

to shelve the project.
The reversal underscores the sen-

sitivity inside Citigroup about its
spending habits, since the bank has
gotten $45 billion from the U.S. gov-
ernment, a 34% owner of the compa-
ny’s common stock.

Earlier this year, Citigroup aban-
doned plans to buy a new corporate
jet under pressure from President
Obama, and was forced to defend a
renovation of the company’s Park
Avenue headquarters in Manhattan
that cost more than $3 million. Citi-
group agreed this month to sell its lu-
crative Phibro LLC commodities-
trading unit to defuse controversy
over pay at the unit.

While the jet purchase and New
York revamp were planned long be-
fore Citigroup’s bailout last fall, the
decision to overhaul three floors of
the pink-granite, 18-story building
owned by the bank in downtown São
Paulo was made this summer.

When initially asked about the
planned renovation by The Wall
Street Journal, Citigroup officials re-
sponded that the price tag was
equal to less than 1% of the Brazil-

ian’s unit’s annual revenue. The op-
eration is one of Citigroup’s fastest-
growing businesses.

The project was supposed to
transform the 17th floor, which cur-
rently contains executive offices,
into a dedicated area for meeting
and entertaining important clients,
primarily corporations and wealthy
individuals, according to the people
familiar with the plans. Citigroup
now has meeting rooms scattered
throughout the building, but no sin-
gle large area for interacting with
clients.

Citigroup’s top Brazilian execu-
tive, Gustavo Marin, felt that put the
company at a disadvantage to
deeper-pocketed rivals with lavish
meeting rooms and event venues at
their disposal, according to people
familiar with the matter.

The renovation also was aimed
at grouping together Citigroup cor-
porate and investment bankers,
who have been sitting on different
floors. Integrating such bankers
throughout the company has been a
priority of Chief Executive Vikram
Pandit.

Decline in Europe
helps knock down
Treasurys in U.S.
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Reading tea leaves at McDonald’s
Coming results
may signal how
industry is doing

The recession helped McDon-
ald’s Corp. more than other restau-
rant chains as consumers traded
down to fast food. But with signs of
a recovery emerging, investors are
starting to bet that consumers will
return to casual dining chains.

The industry’s attention will fo-
cus on McDonald’s Thursday, when
the Oak Brook, Ill., burger chain will
report its September same-store
sales and third-quarter earnings,
which could signal how the still-un-
certain economy is affecting restau-
rants broadly.

McDonald’s has been posting
positive sales at stores open at least
a year, while most higher-priced,
sit-down chains have been experi-
encing declines. Lately, though, the
company’s same-store sales growth
has begun to slow, leading some to
wonder whether investment oppor-
tunity is shifting to the casual-din-
ing sector.

“Now there’s a debate among in-
vestors that as the consumer stabi-
lizes, there may be a shift back to-
ward casual dining,” says Jeffrey
Bernstein, a restaurant analyst at
Barclays Capital. “Would you rather

invest in a company that has stron-
ger but decelerating same-store
sales, or weaker same-store sales
but the prospect of modest reaccel-
eration over time?”

The recession has hammered res-
taurants throughout the industry as
cash-strapped consumers have
stayed home to eat. But McDonald’s
Dollar Menu has been an attraction.
As recently as April, the chain re-
ported that global same-store sales
rose almost 7% and that U.S. same-
store sales rose 6.1% year over year.

But as unemployment has risen,
McDonald’s growth has moderated.
Global same-store sales rose 2.2% in
August, while U.S. same-store sales
rose 1.7%. McDonald’s is particularly
susceptible to changes in the unem-
ployment rate because it garners
about 25% of its sales at breakfast,
which is commonly bought by peo-
ple on their way to work.

McDonald’s European business
has been outperforming the U.S. in
same-store sales, but questions
about how quickly the U.S. economy

will rebound have left investorscon-
cerned about the company’s per-
formance in its home country.
“There’s fear that U.S. same-store
sales could turn negative,” Mr. Bern-
stein says. “They could beat earn-
ings expectations, but if they disap-
point on same-store sales, that will
overshadow the broader results.”

If U.S. unemployment continues
to rise—as it did last month, to
9.8%—it could hamper any broader
industry recovery and hurt McDon-
ald’s results in the U.S., where the
company gets most of its profit.

McDonald’s says it is well posi-
tioned regardless of what the econ-
omy does. “There’s this myth that
we’re doing well because of the re-
cession,” says company spokes-
woman Heidi Barker, “but the mo-
mentum began in 2003.” That’s
when McDonald’s shifted its focus to
improving operations at existing
restaurants rather than simply
building new ones.

“The Dollar Menu accounts for
10% to 11% of U.S. sales,” Ms. Barker
says. “That tells you that folks are
coming to us for value across our
menu, not just for our Dollar Menu.”

McDonald’s has diversified its
menu recently and could switch
from emphasizing its low-cost op-
tions to more premium fare once
the economy strengthens. Over the
summer, the company rolled out
specialty coffee drinks such as mo-
chas, lattes and cappuccinos. It also
introduced $3.99 Angus burgers.

BY JULIE JARGON

A London McDonald’s. European same-store sales have beaten those in the U.S..
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Elan reports
quarterly profit
and solid sales

DUBLIN—Elan Corp. swung to a
third-quarter net profit, helped by
stronger sales of its multiple-sclero-
sis drug Tysabri, lower operating
expenses and a restructuring deal
with Johnson & Johnson. The com-
pany also raised its 2009 forecast.

The Irish drug maker now ex-
pects to record double-digit revenue
growth for 2009 and sees adjusted
earnings before interest, tax, depre-
ciation and amortization, or Ebitda,
of about $75 million.

For the quarter, Elan posted a
net profit of $52.3 million, com-
pared with a year-earlier net loss of
$83.5 million.

The latest results were boosted
by a net gain of $107.7 million re-
lated to its deal with J&J to set up
a joint venture to develop drugs to
treat Alzheimer’s disease.

On Wednesday, shares in Elan
declined 2.1% to end at €4.40
($6.57) in Dublin.

Revenue increased 6.5% to
$283.7 million from $266.4 million,
helped by increased sales of key
drug Tysabri.

Quarterly net sales of Tysabri
jumped 19% to $281.6 million. At the
end of September, about 46,200 pa-

tients were on the therapy world-
wide, representing a 30% increase
from a year earlier.

Chief Financial Officer Shane
Cooke said Elan is striving to boost
Tysabri’s market share to 20% from
the current 10%.

Operating expenses in the quar-
ter fell 12% to $147 million. Elan
said it expects full-year operating
expenses to be lower than the previ-
ously flagged range of $625 million
to $675 million.

Mr. Cooke said: “After the quar-
ter-end, we further strengthened
our financial position through a ten-
der offer and new bond issue which
extended the average maturity of
our debt by approximately 70% and
staggers it over the next seven
years.”

Elan said Johnson & Johnson
will effectively invest $1.4 billion
into the Irish company, including
paying $885 million for an 18.4%
stake. A J&J subsidiary, JAI, has ac-
quired essentially all of Elan’s assets
and rights relating to its Alzhei-
mer’s research. Elan is entitled to a
49.9% share of any profits that
treatments from the new company
generate, along with some royalty
payments.

Elan and partner Biogen Idec
suspended Tysabri in the U.S. in
2005 after two patients using com-
bination therapy contracted a rare
brain infection, progressive multifo-
cal leukoencephalopathy. A third
case was confirmed later.

Tysabri was approved in the U.S.
and European Union primarily as a
monotherapy a year later.

Elan said Tysabri is “underuti-
lized” and will continue to be a
first- and second-line drug, while
new entrants into the multiple-scle-
rosis marketplace will be third-line
drugs.

BY QUENTIN FOTTRELL

STMicro lends weight to tech recovery
STMicroelectronics NV, Eu-

rope’s largest chip maker by sales,
posted a narrower net loss and up-
graded its outlook, in a further sign
of improving conditions in the glo-
bal semiconductor industry.

”It is clear that we are past the
bottom and that a recovery is ongo-
ing,” Chief Executive Carlo Bozotti
said. The return to growth in West-
ern markets supports the view that
recent positive market trends are
sustainable, he said.

”The strength we saw last quar-
ter in China and Asia-Pacific has ex-
panded to other regions, in particu-
lar the U.S. and Europe,” Mr. Bozotti
said Wednesday.

The CEO of the Switzerland-
based company, which supplies
chips for the handset, computing,
automotive and industrial sectors
and counts companies such as Nokia
Corp. among its clients, said he now

expects the global chip market to
contract by 17% to 18% this year, an
improvement to the 20% drop fore-
cast in July.

Mr. Bozotti said the steep drop
observed across sectors since late
2008 was now reversing and that al-
most all market segments had re-
turned to double-digit growth, with
the computer and automotive sec-
tors leading the way.

STMicro late Tuesday posted a
third-quarter net loss of $201 mil-
lion, compared with a year-earlier
loss of $289 million. The year-ear-
lier results included a $344 million
charge related to the spinoff of the
flash-memory segment.

Revenue dropped 16% to
$2.28 billion, topping the company’s
target range of $2.07 billion to
$2.27 billion, while its gross margin
shrank to 31.3% from 35.7% on lower
volumes, charges for unused capac-
ity, manufacturing inefficiencies and
lower prices.

STMicro forecast fourth-quarter
revenue to be slightly above sea-
sonal trends, with growth of be-
tween 5% and 12% from the third
quarter.

Mr. Bozotti’s comments build on
a series of positive signals from
technology-industry heavyweights
that indicate the steep drop in de-
mand since late 2008 is reversing.

Intel Corp., the world’s largest
chip maker, said last week that it
saw signs of strong buying of lap-
tops, led by back-to-school pur-
chases in the U.S. and demand from
consumers in China.

Chip orders are rising, analysts
say, as PC makers anticipate a de-
mand boost from Microsoft Corp.’s
new Windows 7 operating system,
which launches Thursday.

Intel forecast business condi-
tions will improve further in the
current quarter, a view backed re-
cently by Netherlands-based ASML
Holding NV.

And chip maker Texas Instru-
ments Inc.’s chief financial officer
this week said that, for the first
time in more than a year, growth is
appearing in Europe and the Ameri-
cas.

According to research firm Gart-
ner Inc., global PC shipments rose
0.5% in the third quarter from a
year earlier, confounding estimates
of a 5.6% decline. PC shipments rose
18% from the second quarter, higher
than the normal seasonal growth
between the quarters, Gartner said.

Meanwhile, Taiwanese memory-
chip maker Nanya Technology
Corp. and its sister company Inot-
era Memories Inc. Wednesday
posted narrower third-quarter
losses. Expecting demand for mem-
ory chips to continue to rise, both
companies set higher spending tar-
gets for next year.

—Jessie Ho, Archibald Preuschat,
Jerry A. DiColo and Roger Cheng

contributed to this article.

BY RUTH BENDER

Iberdrola posts flat net profit as U.S. unit helps offset weak demand

MADRID—Iberdrola SA’s third-
quarter net profit was nearly flat on
solid revenue growth as the consoli-
dation of its U.S. unit Energy East
offset weak demand and lower elec-
tricity prices.

The Spanish power company said
net profit reached €522.6 million
($780.2 million), compared with
€522.1 million a year earlier. Reve-
nue jumped 15% to €6.68 billion.

For the first nine months of
2009, Iberdrola’s net profit has
falled 18% as lower electricity prices
in Spain have eaten into earnings
and as output volumes declined in

Spain and the U.K.
The depreciation of sterling

against the euro helped push net
profit at Iberdrola’s U.K. unit Scot-
tish Power down 47% for the year’s
first nine months. The company
didn’t provide third-quarter figures
for Scottish Power in euros, but dur-
ing a conference call it said the U.K.
unit’s third-quarter earnings before
interest, taxes, depreciation and
amortization, or Ebitda, dropped
40% to £226.4 million ($370.5 mil-
lion).

Income from Energy East, which
was consolidated into Iberdrola’s re-
sults in October 2008, partially off-
set declining profit. The U.S. unit

contributed €338.1 million to
Iberdrola’s nine-month Ebitda and
€43.2 million to its net profit in the
period. Third-quarter results for En-
ergy East weren’t provided.

For the full year, the company
said it expects its overseas activities
to drive up both its net profit and
Ebitda excluding extraordinary
items by between 5% and 7%. De-
mand in the U.K. and the U.S. is
likely to rise because of seasonal
factors like the start of the winter
heating season.

Iberdrola also said it expects to
receive €3.31 billion from the so-
called Spanish tariff deficit in the
fourth quarter. Spain’s government

has said it will end companies’ debts
from the tariff deficit, the difference
between the price Spanish consum-
ers pay for electricity and the cost
of producing it. Iberdrola’s net debt
including the tariff-deficit debt
stood at €29.19 billion at the end of
the third quarter, down slightly
from the end of the second quarter.

To improve its debt profile, the
company will look at capital mar-
kets in coming days or weeks, Chief
Financial Officer José Sainz said
during the conference call. He didn’t
disclose whether Iberdrola plans a
fourth-quarter debt placement, but
he said it is now seeing better con-
ditions in the U.K. and U.S.

BY BERND RADOWITZ

The drug maker now
expects double-digit
revenue growth
for 2009.
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Emg Mkts Debt B2 GL BD LUX 10/20 USD 19.45 43.6 52.5 7.0
Emg Mkts Debt I GL BD LUX 10/20 USD 15.80 44.7 54.7 8.6
Emg Mkts Growth A GL EQ LUX 10/20 USD 33.27 66.0 51.2 –15.2
Emg Mkts Growth B GL EQ LUX 10/20 USD 28.25 64.7 49.7 –16.0

Emg Mkts Growth I GL EQ LUX 10/20 USD 36.82 67.1 52.4 –14.5
Eur Growth A EU EQ LUX 10/20 EUR 6.92 24.2 5.8 –19.8
Eur Growth B EU EQ LUX 10/20 EUR 6.24 23.3 4.9 –20.6
Eur Growth I EU EQ LUX 10/20 EUR 7.53 24.9 6.7 –19.2
Eur Income A EU BD LUX 10/20 EUR 6.67 38.8 31.0 2.7
Eur Income A2 EU BD LUX 10/20 EUR 12.84 39.4 30.9 2.7
Eur Income B EU BD LUX 10/20 EUR 6.67 38.2 30.1 2.0
Eur Income B2 EU BD LUX 10/20 EUR 11.95 38.5 29.9 1.9
Eur Income I EU BD LUX 10/20 EUR 6.67 39.4 31.7 3.3
Eur Strat Value A EU EQ LUX 10/20 EUR 8.42 21.0 5.0 –25.1
Eur Strat Value I EU EQ LUX 10/20 EUR 8.61 21.8 5.9 –24.5
Eur Value A EU EQ LUX 10/20 EUR 9.03 24.0 9.7 –21.8
Eur Value B EU EQ LUX 10/20 EUR 8.32 22.9 8.6 –22.6
Eur Value I EU EQ LUX 10/20 EUR 10.42 24.8 10.7 –21.2
Gl Balanced (Euro) A EU BA LUX 10/20 USD 16.85 19.0 10.8 –13.0
Gl Balanced (Euro) B EU BA LUX 10/20 USD 16.44 18.0 9.8 –13.9
Gl Balanced (Euro) C EU BA LUX 10/20 USD 16.73 18.8 10.6 –13.2
Gl Balanced (Euro) I EU BA LUX 10/20 USD 17.13 NS NS NS
Gl Balanced A US BA LUX 10/20 USD 16.46 23.9 17.1 –11.5
Gl Balanced B US BA LUX 10/20 USD 15.68 22.9 16.0 –12.4
Gl Balanced I US BA LUX 10/20 USD 17.05 24.5 17.9 –10.9
Gl Bond A US BD LUX 10/20 USD 9.30 12.2 16.9 4.6

Gl Bond A2 US BD LUX 10/20 USD 15.99 12.5 16.9 4.7
Gl Bond B US BD LUX 10/20 USD 9.30 11.4 15.7 3.6
Gl Bond B2 US BD LUX 10/20 USD 14.03 11.6 15.7 3.6
Gl Bond I US BD LUX 10/20 USD 9.30 12.7 17.5 5.2
Gl Conservative A US BA LUX 10/20 USD 14.91 15.7 13.4 –4.5
Gl Conservative A2 US BA LUX 10/20 USD 16.87 15.7 13.4 –4.5
Gl Conservative B US BA LUX 10/20 USD 14.90 14.9 12.3 –5.4
Gl Conservative B2 US BA LUX 10/20 USD 16.06 14.8 12.3 –5.5
Gl Conservative I US BA LUX 10/20 USD 14.97 16.5 14.5 –3.8
Gl Eq Blend A GL EQ LUX 10/20 USD 11.65 30.3 15.3 –22.4
Gl Eq Blend B GL EQ LUX 10/20 USD 10.96 29.4 14.3 –23.1
Gl Eq Blend I GL EQ LUX 10/20 USD 12.27 31.2 16.3 –21.7
Gl Growth A GL EQ LUX 10/20 USD 41.51 28.7 12.9 –22.6
Gl Growth B GL EQ LUX 10/20 USD 34.72 27.7 11.7 –23.4
Gl Growth I GL EQ LUX 10/20 USD 46.02 29.6 13.8 –22.0
Gl High Yield A US BD LUX 10/20 USD 4.28 55.5 46.9 2.3
Gl High Yield A2 US BD LUX 10/20 USD 9.01 56.4 46.7 2.3
Gl High Yield B US BD LUX 10/20 USD 4.28 54.0 44.8 1.1
Gl High Yield B2 US BD LUX 10/20 USD 14.51 55.2 45.2 1.3
Gl High Yield I US BD LUX 10/20 USD 4.28 56.4 48.0 3.0
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Region’s markets slip back
as investors lock in profits

Europe ex-UK Small/Mid Cap
Funds that invest primarily in the equities of small- and mid-cap companies in continental
Europe. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending October 21, 2009

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

NS TR European Henderson Global GBPiUnited Kingdom 70.75 60.10–20.04 12.11
Growth Trust Investors Ltd.

3 Baillie Baillie Gifford & GBPiUnited Kingdom 69.10 56.93–10.83 13.61
Gifford Europe Small Co B Inc Co Limited.

5 Baring Baring Fund EURiUnited Kingdom 56.61 53.70 –9.78 16.12
Europe Select Trust EUR Managers Ltd

NS JPMorgan JPMorgan Asset GBPiUnited Kingdom 56.30 51.73–12.06 18.80
European Fledgeling IT ORD Management (UK) Limited

NS Ignis Ignis Asset Mgmt GBPiUnited Kingdom 59.35 48.97 NS NS
European Sm Co A Acc

3 Fourton Fourton Oy EURiFinland 41.98 42.53 –8.76 10.93
Odysseus

3 Digital Digital Funds EURiLuxembrg 48.04 41.40–11.76 NS
Stars Europe ex-UK

4 Jupiter Jupiter Unit Trust GBPiUnited Kingdom 46.53 40.37–10.49 10.06
European fund Managers Ltd

NS Liontrust Liontrust GBPiUnited Kingdom 41.29 40.21–14.18 NS
Continental Europe Inc Investment Funds Ltd

3 Schroder Schroder Unit GBPiUnited Kingdom 52.91 39.92–15.91 10.69
European Sm Cos Acc Trusts (UK)
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U.S. consumers still wary
Fed report shows
listless spending;
housing improves

Bank VTB posts loss, as bad loans rise

FUND SCORECARD
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By V. Phani Kumar

Asian equity markets ended
lower Wednesday as investors
locked in recent gains following an
overnight fall in U.S. stocks.

“We have seen broad-based falls
in line with Wall
Street, but it’s been
fairly muted,” said
Marcus Droga, pri-
vate-client adviser

with Macquarie Private Wealth. Mr.
Droga said he expected subdued
trade before a slew of major Chinese
economic data Thursday, including
third-quarter gross domestic prod-
uct and September figures for infla-
tion, industrial production and
fixed-asset investments.

Japan’s Nikkei Stock Average of
225 companies ended flat at
10333.39, New Zealand’s NZX 50 slid
1.1% to 3218.22 and India’s Sensitive
Index, or Sensex, shed 1.2% to close
at 17009.17.

Tokyo Electron fell 1.6% on
profit-taking in Tokyo.

Elpida Memory jumped 5.4% af-
ter SanDisk in the U.S. said it swung
to a third-quarter profit, while
Toshiba, a joint-venture partner of
SanDisk, climbed 4%.

Japan Airlines advanced 6.8% on
record volume as restructuring wor-

ries receded following a Nikkei re-
port that the government is now
leaning toward using public funds
to help the ailing airline.

In Wellington, Hamilton Hindin
Greene adviser Adrian Vance said
the New Zealand market needed to
correct after the recent gains. “After
a few good days it’s always healthy
for markets to take a breather,” Mr.
Vance said.

Cyclical stocks that led the re-
cent uptick as sentiment about glo-
bal growth improved were lower in
thin trade. Air New Zealand fell 1.5%
and Contact Energy lost 1.3%.

In Mumbai, auto makers fell
sharply after thousands of workers
from 60 industrial units in Gurgaon,
outside New Delhi, went on strike
Tuesday to protest the death of a col-
league.

India’s largest two-wheeler
maker by sales, Hero Honda Mo-
tors, lost 2.9%, while Maruti Su-
zuki, the country’s biggest car
maker by sales, fell 2.6%. Tata Mo-
tors slipped 2.9% and Mahindra &
Mahindra fell 1.9%.

Technology stocks lost ground in
Seoul and Taipei after Bloomberg re-
ported that AT&T had sued Sam-
sung Electronics, LG Display, AU Op-
tronics and other LCD makers for al-
leged price-fixing in the U.S.

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

ASIAN-PACIFIC
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By Jeff Bater

WASHINGTON—U.S. consumer
spending was weak in most parts of
the country during late summer and
early fall, leaving unexciting pros-
pects for economic growth into the
rest of 2009.

In a report Wednesday, the Fed-
eral Reserve said its 12 districts indi-
cated either stabilization or modest
improvements from depressed lev-
els in many sectors of the economy.

While the housing market kept
getting better, the Fed’s report,
known as its “beige book,” said con-
sumer spending was listless in most

regions, with slower sales following
the end of the government’s “cash
for clunkers” car-rebate program.

“Reports of gains in economic ac-
tivity generally outnumber declines,
but virtually every reference to im-
provement was qualified as either
small or scattered,” the report said.

The latest beige book report, a
summary of economic activity, re-
flects information gathered in Sep-
tember and early October.

In its previous beige book, pub-
lished Sept. 9, the Fed said the U.S.
economy kept stabilizing in midsum-
mer but that consumer spending
was soft. Consumer spending makes
up 70% of gross domestic product.

Americans aren’t spending
briskly because they are busy pay-
ing off debt and worrying about
their jobs as the unemployment rate
sits just under 10%.

“Labor market conditions were

generally reported as weak or mixed
acrossdistricts,butafewencouraging
signswere noted,” the report said.

Staffing firms in the Dallas re-
gion noted improvement in contract
and temporary employment, for in-
stance.

As the economy struggles out of
recession, wage and price pressures
were generally described as sub-
dued in most parts of the U.S.

The weakest sector of the econ-
omy was commercial real estate.
Most districts reported manufactur-
ing was generally stronger since the
last beige book. And most regions
said housing-market conditions im-
proved in recent weeks as sales of
low- and midprice homes picked up.

“Contacts reported that sales
were boosted by the government’s
tax credit for first-time home buy-
ers,” the beige book said. The incen-
tive expires at the end of November.

By Jonathan Cheng

And Aries Poon

HONG KONG—Hong Kong Mort-
gage Corp., a government corpora-
tion, said Wednesday it will include
longer maturities in its fixed-rate-
mortgage program to help more low-
income residents buy apartments.

HKMC, a unit of the Hong Kong
Monetary Authority that creates a
secondary market for mortgage

loans in a similar way to Fannie Mae
in the U.S., said it plans to provide
seven- and 10-year tenors in addi-
tion to existing maturities of up to
five years.

“A fixed-rate mortgage plan for a
longer period of time will let poten-
tial homebuyers be more certain of
paying back the mortgage,” HKMC
Chief Executive James Lau said at a
news conference.

Mr. Lau declined to comment on

Hong Kong’s property market and lo-
cal mortgage-lending rates. HKMC
buys mortgage loans from banks and
other institutions, financing its pur-
chases through large debt issues.

Hong Kong Chief Executive
Donald Tsang said last week the gov-
ernment will monitor the property
market in coming months and fine-
tune its land sales policies if neces-
sary, amid rising concerns a bubble
might be forming in the sector.

Hong Kong will expand mortgage-buying effort

By William Mauldin

MOSCOW—Russia’s OAO Bank
VTB posted a big second-quarter
net loss Wednesday, which analysts
said showed an “appalling” increase
in bad loans as the Kremlin pushes
banks to extend credit during an eco-
nomic downturn.

London-listed VTB posted a net
loss of 12.4 billion rubles ($424.7 mil-
lion) for the three months ended
June 30, compared with a year-ear-
lier profit of 13.2 billion rubles and
marking its fourth straight quarter
in the red. A sharp increase in sour-
ing loans wiped out a 45% increase
in net interest income to 36 billion
rubles from 24.8 billion rubles.

The net loss was smaller than ana-
lysts had expected, butwas “overshad-
owed by the appalling asset-quality
deterioration,” with the level of non-
performing loans jumping to 9.1% of
VTB’s total loan portfolio from 2.4% at
the end of 2008, said Bob Kommers,
analyst at Deutsche Bank.

VTB’s coverage ratio, a measure
of its ability to absorb potential loan
losses, fell below 100%, which is
“quite negative,” said UralSib ana-
lyst Leonid Slipchenko.

Besides cash-strapped Russian
consumers, VTB’s debtors include
troubled real-estate developers;
auto maker OAO AvtoVAZ, which
has warned it might go bankrupt if it
doesn’t refinance debt; and alumi-
num company UC Rusal, which is
seeking to refinance about $10 bil-
lion owed to Russian and foreign
banks.

“The government has been fo-
cused on encouraging the banking
sector to lend and support jobs
and industrial production,” the
bank said in its results. “VTB has
played a full, active role in these ef-
forts.”

VTB said it is continuing to focus
on lowering costs and risk against a
“difficult economic backdrop” as it
set aside 47.4 billion rubles for bad
loans. In the first half, the bank cut

costs in part by reducing head count
by 3.6% to 40,486.

“In the second half of the year,
we expect to see signs of improve-
ment and the benefits of a rein-
forced capital base,” Chief Execu-
tive Andrei Kostin said in a state-
ment. “While there is still some un-
certainty, we believe we have now
passed the lowest point of the eco-
nomic cycle.”

Russia hasn’t yet emerged from
its economic slowdown but may re-
turn to “sustainable” growth from
next year, President Dmitry
Medvedev’s top economic adviser,
Arkady Dvorkovich, said Wednes-
day.

VTB, currently 85.5%-owned by
the government, went public in
2007 and has seen its stock drop by
more than half as the Russian econ-
omy soured and global financial
shares slipped during the credit cri-
sis. Shares fell 1.1% in late after-
noon trading in London Wednes-
day.
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By Alistair MacDonald

The BBC’s decision to invite the
leader of a far-right political party
onto a flagship television program
has sparked a controversy that is forc-
ing the public broadcaster to weigh
the right to freedom of expression
against accusations that it is legiti-
mizing a group widely seen as racist.

On Thursday night, the British
Broadcasting Corp. for the first time
will allow a representative of the
British National Party to appear on
its weekly public-affairs program
“Question Time.”

The BNP won seats in the Euro-
pean Parliament for the first time in
elections in June. According to the
BBC charter, which sets out the broad-
caster’s public obligations and es-
pouses political neutrality, the party
must now be given air time. Nick Grif-
fin, the BNP’s Cambridge-educated
chairman, will appear Thursday
alongside Jack Straw, the justice min-
ister, and other British politicians.

That has stirred controversy.
The BNP advocates a policy of “reset-
tling” nonwhite citizens and resi-
dents outside Britain and withdraw-
ing the country from the European
Union. The platform has led to accu-
sations of racism and xenophobia,
which the party denies.

The invitation has drawn harsh
criticism from the ruling Labour
Party, underscoring its fear that wor-
ries about large-scale immigration—
coming at a time of high unemploy-
ment—could drive some white work-
ing-class constituents, who tradi-
tionally vote Labour, to the BNP.

“The very presence of an avow-
edly racist, unlawfully constituted
party, represented by a convicted in-
citer of racial hatred is a prima facie
breach of your duty to promote di-
versity and safeguard the vulnera-
ble in the U.K.,” wrote Peter Hain,
the minister for Wales, in a letter to
the BBC Wednesday.

A BBC spokesman said “What we

have to take into account is the fact
that [the] BNP secured a million
votes in June and won two Euro-
pean Parliament seats, and it will be
for the electorate to make up their
mind about the policies offered by
elected politicians.”

Mr. Griffin’s planned appearance
has split opinion in the U.K. Jeremy
Isaacs, the Jewish former head of
commercial TV network Channel 4,
wrote in an editorial in the Jewish
Chronicle newspaper that “the BNP
is entitled to a minimal share of pub-
lic air-time. Those who vote for
them deserve to be heard.”

Mr. Griffin has sought in recent
years to broaden his marginal par-
ty’s appeal by toning down its anti-
immigrant rhetoric. He was con-

victed in 1998 for distributing mate-
rial likely to incite racial hatred, has
in the past questioned the extent of
the Holocaust, and the party has
been told by U.K. courts that its rule
banning nonwhites is illegal.

Critics say that the BBC’s invita-
tion is giving the party publicity.

“This is not big for us, it is mas-
sive. It is part and parcel of the trap-
pings that we have won from June,”
said Simon Derby, the party’s dep-
uty leader, on Wednesday.

The BNP picked up two seats in
the European elections, its first par-
liamentary seats, in part by tapping
into fears of unemployment and un-
ease about years of large-scale immi-
gration that have changed the coun-
try’s makeup. Almost one in ten Brit-

ons is from an ethnic minority, ac-
cording to some estimates.

“Clearly it is a concern for Labour,
as more marginal, less-well-off vot-
ers who might have supported La-
bour could vote BNP,” said Wyn
Grant, a politics professor at the Uni-
versity of Warwick. While the BNP is
unlikely to win a seat in the U.K. Parlia-
ment, it could draw further support
away from Labour, which is trailing
the Conservatives in opinion polls.

The BNP has never established it-
self as a political force the way simi-
lar parties have in countries such as
France, Italy and Austria. In the
2005 general election, the party
polled only 0.7% of the national
vote. It has never won a seat in the
House of Commons.

BBC draws fire over BNP guest
Far-right leader to appear on political program after party wins European Parliament seats

Prayer services opened door for peaceful street protests

BNP leader Nick Griffin, in a photo taken in June, will appear on the BBC’s show ‘Question Time’ on Thursday.

ECONOMY & POLITICS

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

On Monday, Oct. 23, 1989, more
than 300,000 people marched in si-
lence through Leipzig with banners
demanding reform in the biggest
demonstration in East Germany’s
history. They chanted “We are the
people” and “Freedom, freedom.”

These peaceful protests that even-
tually brought down the Berlin Wall,
known as the Monday Demonstra-
tions,wereanoutgrowthofprayerser-
vices that had been held at St. Nicho-
las’s Church in Leipzig since 1982. By
Oct. 9, 1989, the demonstration at St.
Nicholas had swelled to more than
70,000 people. Others in East German
cities followed suit.

“Oftenthese protesters were pro-
tected by the church. At the Gethse-
mane Church in a working-class dis-
trict of East Berlin, recently, the
church’s role in the protest was

clearly evident: Politics and prayer
marked the evening, and the walls of
the church were covered with fliers
promoting political causes,” the
Journal wrote.

By the summer of 1989, “these
groups began spilling into the
streets, where their boldness
caught the imagination of the pub-
lic. Over the summer, their cause got
additional impetus: Hungary
opened its borders, creating an ave-
nue for East Germans to escape to
the West, and Soviet leader Mikhail
Gorbachev visited, counseling the
East German government to heed its
social unrest by changing.”

East Germany’s new leader, Egon
Krenz, warned against further pro-
democracy protests, saying demon-
strations to demand democratic
freedoms could cause a “worsening
of the situation, or confrontation.

Rainer Eppelmann, a Berlin pastor
who led one of the new political
groups, Democratic Awakening, told
the Journal he was convinced the re-
formers would eventually win. “Mr.
EppelmannhopesthatMr.Honecker’s
successors in the Communist Party
will sooner or later realize there isn’t
any alternative,” the Journal wrote. A Leipzig demonstration. Big poster reads: ‘Egon Krenz, do not make it too easy. We do not forget China, election and police action.’

East and West
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BRATISLAVA, Slovakia—NATO de-
fense ministers will meet here Thurs-
day to discuss the war in Afghanistan
and the growingsupport for U.S. Presi-
dent Barack Obama’s plans for a new
missile-defense system in Europe.

NATO Secretary-General Anders
Fogh Rasmussen said the informal
two-day meeting of defense minis-
ters from the 28 NATO member
countries will focus mainly on the
eight-year-old war in Afghanistan.

A runoff presidential election is
set for the country for Nov. 7, and Mr.
Obama is considering whether to
send more troops there, with the Tali-
ban insurgency having made strides.

U.S. Defense Secretary Robert
Gates is expected to brief allies in
Bratislava about progress with a re-
view of recommendations by U.S.
Gen. Stanley McChrystal, the top
U.S. and NATO commander in Af-
ghanistan. Gen. McChrystal has
called for more troops, and Mr. Fogh
Rasmussen has said he hopes NATO
members can endorse that recom-
mendation. But that could be diffi-
cult in the many European countries
where the war is unpopular.

NATO has about 68,000 troops in
Afghanistan, of which 32,000 are
American. The U.S. military also has
about 36,000 additional soldiers
serving outside NATO under a sepa-
rate command.

Mr. Fogh Rasmussen said that in
light of Afghanistan’s disputed elec-
tion results—which led to the agree-
ment to hold the runoff—it makes
sense to delay any final decision
about additional troops for now. “I
hope that we will have a clarifica-
tion of the political situation in Af-
ghanistan because time is not on our
side,” he said Monday.

Two senior Western diplomats
at NATO headquarters in Brussels
said the NATO ministers will discuss
Gen. McChrystal’s strategy review
but make no new commitments on
troops until Washington decides
whether to follow his recommenda-
tion for a troop increase.

NATO ministers
to discuss shield
and Afghanistan
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Australian regulator starts
case against Centro figures

Wells Fargo net rises 98%
Wachovia addition
fuels a profit surge;
U.S. Bancorp steady

BHP has record output
for iron ore, petroleum

By Andrew Harrison

MELBOURNE—Australia’s secu-
rities regulator Wednesday
launched legal action in the coun-
try’s federal court against some di-
rectors and former managers of Cen-
tro Properties Group and Centro Re-
tail Group.

The Australian Securities & In-
vestments Commission claims the
directors and managers made mis-
leading disclosures about 2.11 bil-
lion Australian dollars (US$1.95 bil-
lion) of corporate debt and it wants
the federal court to disqualify them
from managing companies.

ASIC said that it is also seeking
fines for the directors and execu-
tives of the Melbourne-based prop-
erty trusts for failing to ensure that
financial reports and market disclo-
sures were accurate.

The case will be the first in which
executives’ culpability in responsi-
bly discharging their duties will
hinge on written declarations that
company accounts complied with
standards, ASIC said.

ASIC said that Centro’s manage-
ment, including former Chairman
Brian Healey, former Chief Execu-
tive Andrew Scott and former Chief
Financial Officer Romano Nenna,
knew that the companies’ short-
term liabilities were incorrectly clas-
sified in its accounts for the year
ending June 30, 2007.

Mr. Scott left the company in Jan-
uary 2008 amid problems with the
refinancing of A$3.9 billion of ma-
ture debt after the collapse of the
U.S. subprime-mortgage market
dried up loans and increased the
cost of debt. Centro Properties, and
associate Centro Retail, subse-
quently struck an agreement with
lenders for debt extensions in ex-
change for 90% of the parent compa-
ny’s stock.

Other nonexecutives named by
ASIC are current Chairman Paul Coo-
per and current director James Hall,
and former directors Peter Graham
Goldie, Samuel Kavourakis and Pe-
ter Wilkinson, who is the former
CEO of David Jones Ltd.

Messrs. Cooper and Hall said in a
joint statement that they reject
ASIC’s claims and that they intend
to “vigorously defend any actions.”
They said they have no intention of
standing down from their roles.

Centro confirmed Wednesday
that documents had been served re-
garding two current and four previ-
ous directors, as well as its former
chief executive and chief financial of-
ficer at the time of the incident. Cen-
tro Retail also confirmed the action
against two current and four previ-
ous directors of a company unit.

The companies and ASIC de-
clined to comment further and
those named by ASIC—except
Messrs. Cooper and Hall—couldn’t
be reached for comment.

MONEY & INVESTING

By Marshall Eckblad

And Matthias Rieker

Two of the largest U.S. banks,
Wells Fargo & Co. and U.S. Ban-
corp, reported higher third-quarter
profits even as they grappled with
loan losses that are continuing to
rise quickly.

Both banks are considered
among the most stable U.S. banks,
though they have been hammered
by sliding real-estate values and the
recession. Wells Fargo, of San Fran-
cisco, ranks fourth in assets among
U.S. banks, while U.S. Bancorp, of
Minneapolis, ranks sixth.

Both have made big acquisitions
recently in hopes of turning the fi-
nancial crisis to their advantage,
with Wells Fargo purchasing Wacho-
via Corp. last year and U.S. Bancorp
purchasing three failed banks in the
past year.

Wells Fargo said its net income
surged 98% to $3.24 billion, or 56
cents a share, in the latest quarter,
from $1.64 billion, or 49 cents a
share, a year earlier. The company
had 41% more shares outstanding
because of the Wachovia deal.

Revenue more than doubled to
$22.5 billion.

At U.S. Bancorp, third-quarter
profit rose 4.7% to $603 million, or
30 cents a share, from $576 million,
or 32 cents a share.

Wells Fargo’s profit surge was
fueled by the addition of Wachovia.
The combined company showed
strong community-banking profits
and mortgage-banking investment
gains, even as loan losses and
heavily delinquent loans continued
to increase.

The bank said it projects its quar-
terly losses from bad loans will peak
some time in 2010, though its levels
of at-risk loans generally rose faster
in the third quarter than did those at
rivals J.P. Morgan Chase & Co. and
Bank of America Corp.

Since the Wachovia purchase,
Wells Fargo has been increasing its
profit even as its costs associated
with bad loans have risen, partly by
continuing to focus on conventional
banking as other big banks book
hefty profits from investment bank-
ing and securities trading.

The bank stressed Wednesday
that its profit before costs for cur-
rent and future loan losses give it a
healthy buffer to absorb continuing
loan losses, since those profits are
slightly more than double its quar-
terly losses from bad loans. But that
measure has fallen two consecutive
quarters; six months ago, the bank’s
first-quarter profit before credit
costs was nearly triple its losses
from loans for the quarter.

Wells Fargo increased its re-

serves by $1 billion during the quar-
ter after it took permanent losses of
$5.1 billion from defaulted loans.

Following an industrywide
trend, Wells Fargo’s assets and
loans declined again in the quarter
in part because of low demand for
loans. The bank now has $1.23 tril-
lion in assets, down from $1.31 tril-
lion on Dec. 31, when it closed the
purchase of Wachovia. The bank
held $800 billion in loans at the
end of the third quarter, down
sharply from the $864.8 billion in
loans it held on Dec. 31.

U.S. Bancorp’s steady results and
comments Wednesday contrasted
with the general tone from some
other banks during the earnings sea-
son that the best that can be said is
that loan losses are getting worse at
a slower rate than before.

“The old-fashion way of bank-
ing…is going to be pretty positive…
over the next couple of years,” said
U.S. Bancorp Chairman and Chief Ex-
ecutive Richard Davis. He predicted
that the bank’s return on equity
would return to a rate closer to 20%
after the financial crisis, up from
10% in the third quarter.

The provision for current and fu-
ture loan losses rose 95% from a
year earlier and 4.4% from the sec-
ond quarter, to $1.46 billion. Net
charge-offs, loans the bank doesn’t
think are collectible, rose to 2.27%
of average loans outstanding from
1.19% and 2.03%, respectively.

 —John Kell and Joan E. Solsman
contributed to this article.

By Alex Wilson

MELBOURNE, Australia—BHP
Billiton posted record iron-ore and
petroleum output for its fiscal first
quarter and said it is seeing improve-
ments in demand for steel-making
materials.

Increased shipments of Austra-
lian iron ore and coking coal to
Asian steelmakers have been com-
mon among miners recently. Ana-
lysts said the BHP numbers should
dispel lingering fear that tensions
between Australian miners and
China are affecting sales.

BHP said it is seeing improved de-
mand for commodities used by a re-
covering steel sector. But the miner
retained a cautious outlook.

BHP said restocking of commodi-
ties in China is complete, meaning a
better picture of real Chinese de-
mand should emerge over the rest of
the calendar year. But the company
said there is little evidence of sus-
tainable demand from developed
economies, despite some positive
early signs.

Iron-ore production for the quar-
ter ending Sept. 30 rose 1% from a
year earlier and 11% from the previ-
ous quarter to a company record of
30.1 million metric tons.

ABN Amro analyst Warren Ed-
ney said the output came in slightly
below his expectations.

Tim Gerrard, an analyst at Aus-
tock, said the improvement in BHP’s
iron-ore shipments and the perform-
ance of other miners should end talk
that Australian sales had been hurt
by tensions with China over long ne-
gotiations regarding a benchmark
iron-ore price and the detention of
four Rio Tinto employees.

Rio Tinto, a potential future joint-
venture partner of BHP, posted quar-
terly production of 47.5 million tons,
up 12% from a year earlier and 5%
from the previous quarter.

“The market was jumping at
shadows a couple of months ago
when the Rio people were detained
and people were expecting the
worst,” Mr. Gerrard said.

“There were fears that the Chi-
nese were not taking as many ship-
ments, but all of that has come to
naught.”

BHP’s report also contained
more detail on an Oct. 6 accident
that forced BHP to declare force ma-
jeure on sales of copper and ura-
nium from its Olympic Dam opera-
tion in South Australia state. A force
majeure declaration represents an
effort to avoid contractual commit-
ments because of an event beyond
the company’s control.

BHP said damage to the main
haulage system at Olympic Dam
meant ore-hoisting is likely to be at
about 25% of capacity until full pro-
duction resumes in the fiscal third
quarter.

The length of the outage is
roughly in line with what the market
had been expecting. While it won’t
have a significant impact on BHP’s
earnings, it may tighten copper and
uranium markets.

BHP’s first-quarter copper pro-
duction fell 8% from a year earlier.
The miner cited maintenance activi-
ties at Escondida in Chile and Olym-
pic Dam.

BHP’s output of petroleum prod-
ucts, such as oil and natural gas,
climbed 18% from last year and 10%
from thepreviousquarter to theequiv-
alent of 41.2 million barrels of oil.
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