
Twin blasts kill 147 in Baghdad
Attacks seen as an attempt to create instability and thwart national elections in January

Breaking news at europe.WSJ.com

E U R O P E  E U R O P E  

Editorial&Opinion

By Gina Chon

BAGHDAD—Two powerful
suicide car bombs near high-
profile government offices
rocked the capital on Sunday
in the deadliest attack here in
more than two years, killing at
least 147 people and raising
fresh worry about the capabili-
ties of Iraq’s security services
ahead of national elections
scheduled for January.

The Ministry of Interior
said that in addition to the
dead, more than 500 people
were injured. Charred bodies,
limbs and the smoldering
shells of dozens of cars lit-
tered the area. The explosions
also shattered windows
throughout the nearby Man-
sour Hotel, which houses the
Chinese embassy. Some ceil-
ings collapsed.

The blasts, which the gov-
ernment said bore the signa-
ture of al Qaeda in Iraq, most
damaged Baghdad’s provin-
cial headquarters and the
nearby federal Ministry of Jus-
tice. Many of the protective
blast walls surrounding those
buildings collapsed.

Iraqi Prime Minister Nouri
al-Maliki visited the site of the
attacks and blamed al Queda
and members of the Baath
party. His office said in a state-
ment that the explosions were
meant to create instability
and to stop the January parlia-
mentary elections.

U.S. President Barack
Obama called the attacks an at-
tempt to “derail Iraq’s
progress.” He said the U.S. “will
stand with Iraq’s people and
government as a close friend
and partner as Iraqis prepare
for elections early next year.”

The president spoke with Mr.
Maliki and Iraqi President Jalal
Talabani by phone to express
his condolences.

The timing of the Sunday
bombings coincided with
plans by Iraq’s top political
body, the Political Council for
National Security, comprising
top political leaders and cabi-
net ministers, to consider
ways to end a stalemate over a
crucial election law needed to
begin work ahead of the elec-
tions. The legislation has
stalled over disagreements be-
tween factions over how the
vote will be conducted in
Kirkuk, an oil-rich region in
the north torn by sectarian

and ethnic tensions among
the area’s Kurds, Arabs and
Turkomen.

The attacks raised immedi-
ate parallels to an August
bombing that targeted the min-
istries of finance and foreign
affairs, the latter located
about 200 meters away from
Sunday’s blasts.

The August attacks, which
killed nearly 100 people,
shook the confidence of Iraqi
security services ahead of a
big drawdown of U.S. troops
expected next year. While vio-
lence has decreased signifi-
cantly since the height of sec-
tarian warfare in 2006 and
2007, a series of high-profile

attacks this year has rattled
Iraqi and American officials as
they gauge how quickly to
draw down U.S. forces. The
Obamaadministration has com-
mitted to withdrawing all com-
bat forces by August 2010. A bi-
lateral security pact calls for a
complete U.S. military with-
drawal by the end of 2011.

The U.S. military has said it
will assess the pace of its draw-
down 30 to 60 days after the
elections, and a delayed vote
could affect how quickly Ameri-
can forces can pull out of Iraq. A
peaceful and successful transi-
tion of power could mean an ac-
celerated U.S. withdrawal.
About 120,000 American

troops currentlyare in Iraq, and
that figure is expected to drop
to about 50,000 by August.

“As we’ve said in the past,
challengesremain,andthe secu-
rity environment’s importance
is heightened as Iraq moves to-
ward its national elections,”
U.S. military spokesman Brig.
Gen. Stephen Lanza said.

He said it was too early to
assess what allowed the at-
tackers to stage the explo-
sions, but “the ultimate retalia-
tion against those who attack
Iraq’s forward progress is to
hold the elections on time.” Be-
cause of the stalled elections
law, there is concern that the
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Afghanistan options

Taliban calls for election
boycott as plan to boost U.S.
troops gains. Pages 20-21
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By E.S. Browning

As the world begins recov-
ering from the worst financial
crisis in 70 years, an odd cou-
ple of winners has emerged:
stocks and gold.

So far this year, the Dow
Jones Industrial Average, a
bet on economic recovery, is
up 14%. Gold futures, a bet on
calamity, are up 19%.

The reason: Low interest
rates and heavy government
stimulus have poured cheap
money into financial mar-
kets, helping both the econ-
omy and stocks. But the cre-
ation of all that money, to-
gether with the Federal Re-
serve’s maintenance of near-
zero benchmark interest
rates and the prospect of
heavy government borrow-

ing to fund deficits, threatens
to weaken the dollar and fuel
inflation and economic vola-
tility later.

Already, leaders of China
and some oil-producing coun-
tries have indicated a desire
to diversify away from
unique reliance on the dollar
as the world’s reserve cur-
rency. When governments
and investors lose faith in cur-
rencies and fear economic
trouble, they turn to gold.

“In 5,000 years of human
history, gold has been the cur-
rency of choice, the store of
value, when humans have
called into question their gov-
ernments’ efforts to solve
problems by running print-
ing presses” and injecting
money into the economy,

Please turn to page 35

An Iraqi man weeps as he leaves the site of bomb blasts that hit high-level government offices in central Baghdad on Sunday.

A wobbly start
Chancellor Merkel ig-
nores her reform man-
date. Page 15

Journal Report: Are some companies too big to manage?
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What’s
News

Germany’s new government
will take office Wednesday
with a policy plan that relies
on deficit spending to sup-
port a fragile economic recov-
ery. The program includes in-
come-tax cuts of $36 billion,
lower business taxes and
higher family benefits. Page 3

n Air France warned its pilots
to follow safety procedures,
in the wake of the crash in
June, but pilots accused it of
trying to shift the blame for
safety shortcomings. Page 5

n The pilots of a U.S. flight
were set to tell investigators
they weren’t asleep when
they failed to respond to radio
calls for over an hour. Page 5

n The hedge-fund industry
is close to recouping all its in-
vestment losses sustained dur-
ing the credit crunch. Page 2

n Scottish authorities are
searching for new lines of in-
quiry in the Lockerbie bombing
case now that al-Megrahi has
dropped his appeal. Page 3

n Monitors from the U.N.
began an inspection of Iran’s
recently disclosed uranium-
enrichment plant. Page 4

n Israeli police clashed with
Palestinians in Jerusalem and
occupied the Al Aqsa Mosque
compound, revered by Jews
and Muslims alike. Page 4

nBosnian Serb leader Rado-
van Karadzic is set to face
genocide charges, largely
stemming from the 1995 Sre-
brenica massacre. Page 11

n Dubai is considering rais-
ing $6.5 billion of conven-
tional and Islamic bonds, ac-
cording to preliminary pro-
spectus documents. Page 23

n European companies have
bought less natural gas from
Russia’s Gazprom this year
than they are obliged to under
long-term contracts. Page 23

n Confidence among British
businesses reached its high-
est level in more than 18
months, but falling sales re-
main a big concern. Page 12

n The union representing
workers at the U.K.’s Royal
Mail said it plans to hold
two additional nationwide
strikes this week. Page 35

n A rights activist in Russia’s
province of Ingushetia was
shot dead in the third killing
of an opposition figure in the
region in recent months.

n Nigeria’s main militant
group declared an indefinite
cease-fire, raising the prospect
of peace in the Delta region.

Fear over currencies

has gold gaining fans

europe.WSJ.com
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More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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For Kraft Foods share-
holders, waiting for a poten-
tial Cadbury deal is like try-
ing on a new suit. Some are
bound to feel uncomfortable
without knowing the price.
But if it’s taken away, the
old duds could suddenly lose
their appeal.

Kraft announced a $16 bil-
lion offer for the British
candy company in early Sep-
tember that has been re-
jected by the board and
called insufficient by some
Cadbury shareholders. Fears
that Kraft would eventually
overpay for the target have
dragged its shares down 4%
since then, even as the S&P
500 has climbed 6%.

Some Kraft investors
might breathe an initial sigh
of relief if the deal falls
apart. But before long, it
should become clear that
Kraft has few levers left to
pull as a stand-alone com-
pany. With volume growth
at a near halt and further
price hikes looking difficult,

cost cuts are probably
Kraft’s only shot at meaning-
ful profit growth.

Consider: Kraft’s operat-
ing margin excluding items
has fallen to 12.9% last year
from 21.1% in 2002, shortly
after Kraft went public, esti-
mates Barclays Capital’s An-
drew Lazar. Now, the com-
pany has said it will restore
midteen percentage mar-

gins by 2011, with or with-
out Cadbury.

That’s likely why Kraft
flagged plans for a fresh re-
structuring to address un-
necessary costs a few weeks
before going public with its
bid for Cadbury. But inves-
tors have reason to be skep-
tical about the impact of a
new overhaul. As analyst
Brian Evans of Behind the
Numbers points out, Kraft
spent $3.1 billion on a five-
year restructuring program
completed in 2008, but oper-
ating margins continued to
fall over that time. While
Kraft cut thousands of jobs
and closed factories, it
wasn’t enough to offset surg-
ing commodity costs that
lasted into 2008.

Admittedly, commodities
costs have fallen this year
and actually helped margins
rise slightly in the first half.
But some commodity prices
have begun to rise again. If
prices of milk and sugar con-
tinue to increase, Kraft may

struggle to pass the prices
to consumers. Generic com-
petition is fierce and the
likes of Wal-Mart Stores
and Kroger are driving
prices lower as unemploy-
ment levels remain high.

A deal with Cadbury, how-
ever, would enhance cost-
cutting efforts as the two
companies eliminate over-
lap. Perhaps more impor-
tant, Kraft would have a bet-
ter chance at boosting the
top line. Cadbury’s candy
faces less generic competi-
tion than many Kraft prod-
ucts so price hikes could be
easier. And the two compa-
nies could find more sources
of revenue by selling prod-
ucts in new markets.

Kraft Chief Executive
Irene Rosenfeld has said
Cadbury has few catalysts
for improving its business
without a merger. But it
may be Kraft that most
needs the merger to boost
its bottom line.

More at WSJ.com/Heard

Time for firms to justify
stock market’s big gains

PAI woes show private equity isn’t safe from slump

This year’s rally in stock
markets has largely been
driven by growing investor
confidence rather than any
tangible evidence of recov-
ery. Could that be changing?
Judging by recent earnings
announcements, corporate
confidence is now improv-
ing, too. That’s reassuring.
But the market has rallied so
strongly this year that corpo-
rate profits must start to
grow again quickly simply to
justify current valuations.

So far in this third-quar-
ter earnings season, a string
of companies have beaten
earnings expectations and
raised guidance—in contrast
to earlier this year when
many declined to give any
forecasts at all. Encourag-
ingly, not all the earnings
growth this time is due to
cost-cutting: 59% of compa-
nies that have reported over
the past two weeks have
beaten sales expectations,
according to HSBC. Mean-
while, 40% of S&P 500 com-
panies that have reported
have raised their earnings
guidance, well above the
24% average over the last
seven years, according to Mi-
zuho Securities USA. Among
those offering brighter pro-
jections last week were
Black & Decker, the tool and
building-supplies maker, con-
fectioner Hershey and de-
fense group Raytheon.

This optimism may also
increasingly be shared by
many small and medium-size
enterprises, still the subject
of much anxiety among pol-
icy makers who fear banks
are starving SMEs of credit.
In a recent survey of 140 U.K.
SMEs, HSBC found that many
have proved surprisingly re-
silient. True, there are plenty

of companies on the critical
list. And most SMEs are still
using cash to pay down debt
rather than investing, but
they are also increasingly
thinking of hiring rather than
firing. That should eventually
feed through to consumer
confidence and spending, re-
inforcing profit growth.

The market is certainly
counting on this profit
growth. The Dow Jones Stoxx
600 index in Europe has
risen 25% year to date and is
trading around 16 times 2009
earnings, above the long-
term average of about 13
times, according to Deutsche
Bank. That suggests there is
little room for multiple expan-
sion to remain the main
driver of market returns and
considerable scope for disap-
pointment if anticipated earn-
ings growth fails to material-
ize. The onus is on healthy
companies to follow through
on their bullish talk and turn
confidence into actual spend-
ing and job creation. The cur-
rent near-zero returns on sur-
plus cash should provide an
incentive to invest.

—Richard Barley

Cadbury would make Kraft fit

Stable, long-term fund-
ing was supposed to insulate
private-equity firms from
the worst ravages of the
slump. Investments may
have to be written down or
even written off, but inves-
tors are locked in for 10
years and most buyout
shops still have plenty of
spare cash to deploy. For pri-
vate-equity folks, that prom-
ised a degree of security.

For some, however, it
isn’t working out that way.
Take PAI, the French private-
equity firm responsible for a
string of duff investments.
These included real-estate
developer Kaufman & Broad,

bought for Œ1.4 billion ($2.1
billion) in 2007 and now
written off, and roofing com-
pany Monier, where PAI lost
Œ256 million.

These disasters precipi-
tated the removal of Chief
Executive Dominique Me-
gret this year to be replaced
by Lionel Zinzou, a Roths-
child banker with no private-
equity experience. Now
some limited partners are in-
voking a key-man clause in
their contracts to demand
the return of up to 70% of
Œ5.4 billion they invested in
PAI’s newest European fund.

PAI is fighting a desper-
ate rearguard action. It first

suggested investors could
take out up to 40% of their
uninvested funds, then 50%.
Now it is proposing 60%.
The consequences for PAI
are potentially serious. PAI
relies on management fees
to sustain multiple offices
and the large team needed to
source buyout opportuni-
ties across Europe.

But PAI’s real problem is
that the big-ticket deals it
used to target are no longer
possible because the banks
won’t provide the debt. In-
vestors know this. If PAI refo-
cuses on the grittier middle
market, it becomes a differ-
ent proposition from the
one investors signed up for.

The problem isn’t unique
to PAI. The surprise depar-
ture of private-equity vet-
eran John Moulton from Al-
chemy last month following
a disagreement over strat-
egy has thrown that firm’s
survival into doubt. As more
firms reassess their strategy
and part company with key
executives, investors will
get other chances to wriggle
out of commitments.

That’s not to deny that
private equity as an asset
class still has a future. But
PAI, along with some other
buyout shops that prolifer-
ated during the boom, will
struggle to be part of it.

—Matthew Curtin

Financial Analysis and Commentary

*Forecast            Source: Barclays Capital
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nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.
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High water
The percentage above or below 
mid-2007 levels that various kinds 
of hedge funds were at on Sept. 30 
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Hedge funds edge closer
to recouping crisis losses
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By David Walker

The hedge fund industry is on the
brink of recouping all its investment
losses sustained during the credit
crunch, placing many funds in a posi-
tion to earn performance fees.

By the middle of last week the av-
erage fund needed only a 2% gain to
reach its value on June 30, 2007, at

the height of the
last boom, judging
from several in-
dexes from data
provider Hedge

Fund Research.
At the current rate, the industry

will be back above the highest level
of two years ago late next month.
Funds on average have returned
18.3% this year to Oct. 21, helping re-
pair almost all the damage from the
relatively controlled losses they
made in the second half of 2007, and
the more dramatic 19% fall of 2008.

A return to the previous top is vi-
tal for managers, because only after
hitting the level again—known as
the high-water mark—can they earn
20% of fresh profits. The fact that
global shares, as represented by the
MSCI World index, have to claw
back 27% after their slump in 2008
is little comfort for managers still
under water.

Christopher Miller, chief execu-
tive of hedge fund rating agency Al-
lenbridge Hedgeinfo, said the indus-
try was now “tantalizingly close” to
pre-crunch levels. “It seems man-
agers have regained their self-confi-
dence,” said Rickard Lundquist, a
portfolio strategist at SEB Private
Banking.

However, not all the funds are
near their own 2007 level and how
close they are to it depends on their
strategy. Equities-focused man-
agers are still 9% short, and multi-
strategy managers must still add
4%. Global macro funds, which aim
to bet on broad global trends, are
15% above their mid-2007 level after
making 4.8% last year amid strong
market trends they could exploit.
And, despite losing 16% this year as
shares rose, short sellers’ gains in
2008 leave them 14% above pre-
crunch levels.

Also, while the industry as a
whole is close to regaining ground it

lost in the crunch, estimates of how
far it has left to go vary with the data
provider.

By Oct. 20, 32 of Europe’s 50 best
performing hedge funds this year
had not recovered the losses they
suffered last year, according to anal-
ysis of industry databases by Collins
Stewart Wealth Management. Al-
though the best funds have made, on
average, 80% this year, they are al-
most 20% off where they were at the
start of 2008.

Data firm Credit Suisse/Tremont
calculated that, by the end of Sep-
tember, three quarters of the indus-
try’s funds hadn’t made up for last
year’s losses; half of all funds were
15% or more away from doing so.

Some funds above their respec-
tive pre-crisis values are Odey Euro-
pean, which has more than doubled
its pre-crunch value; Henderson Eu-
ropean Absolute Return, which is
26% to the good; and Capula Global
Relative Value, which is 35% up, ac-
cording to investors. Henderson,
Odey and Capula declined comment.

Nadia Papagiannis, a strategist
at Morningstar, said: “Hedge funds
began to regain their swagger in the
third quarter. The road to recovery
was paved by strong performance in
riskier asset classes.”

Richard Hodgetts, Collins Stew-
art Wealth Management fund of
funds manager, said: “An awful lot
of managers are doing very well, but
still can’t charge performance fees.”

—For more, visit efinancialnews.
com
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LEADING THE NEWS

LONDON—Global trade flows
slipped in August after rising for the
two previous months, an indication
that the economic recovery is more
fragile and anemic than previous
data have hinted.

The Netherlands Bureau for Eco-
nomic Policy Analysis said trade vol-
umes fell 2% from July, according to

an algorithm based on customs data
from 23 developed countries and 60
emerging markets, accounting for
95% of global trade. The report is
closely watched because it comes
out before those compiled by the
World Trade Organization and
other institutions.

Global trade flows plummeted in

the final months of last year as de-
mand slowed and banks financed
fewer cross-border transactions.
Volumes were down 13% in August
compared with the previous year.

The International Monetary
Fund says world trade will fall 11.9%
overall in 2009. The IMF sees a mod-
est 2.5% increase in 2010.

Trade data underscore weakness in global recovery

INDEX TO BUSINESSES

By Liam Vaughan

With the European market for
IPOs warming up, “dual tracks” are
coming back, too, but with a twist.

The dual track is similar to the dat-
ing strategy of winning over some-
one’s friends as a way to win over the
true object of desire. In the tradi-
tional corporate version, a company
announces an initial public offering
only so it can flush out a bidder who is
willing to buy the company outright.

The twist is that this year compa-
nies seem to be genuinely interested
in both options and are pursuing
both tracks to maintain competitive
tension so as to get the best price, say
advisers to the firms.

“The difference this time around
is that we are likely to see more IPO-
led mandates in which the bulk of the
energy is spent on gearing up for a flo-
tation,” said Pat Guerin, joint-head of
Emea M&A at UBS. “The M&A track is
likely to be more discreet, and aimed
at strategic buyers rather than pri-
vate equity.”

In the U.K., private-equity group
Bridgepoint is contemplating a dual-
track process for retailer Pets at
Home, exploring both a trade sale and
a potential IPO, according to a person
familiar with its plans. J.P. Morgan Ca-
zenove has been appointed as joint
global bookrunner to prepare the busi-
ness for IPO, and Rothschild has been
hired to handle the M&A side. The per-
son familiar with Bridgepoint’s plans
says that with equity markets rallying
but the mergers and acquisitions still

difficult to pull off, Bridgepoint is
open to the idea that a flotation may
lead to the best returns.

Bridgepoint isn’t alone in pursu-
ing the dual track. In the U.S., soft-
ware group Gomez was acquired last
month for $295 million by rival Com-
puware after being on file to go pub-
lic for more than a year.

Few companies advertise they are
pursuing a dual track for fear of scar-
ing investors. “There will be a lot of
dual-track processes although you
may not hear about them,” Mr.
Guerin said.

In 2004, over-50s travel and insur-
ance group Saga was prepared for flo-
tation by UBS, which was also hired
to seek out bidders. Investors who
had put in time and energy in analyz-
ing the business before agreeing to
support the float made plain their dis-
taste when Saga was instead sold off
to private-equity group Charter-
house Group.

“One of the difficulties with a dual
track, particularly in the current cli-
mate, is that if the market does not
think you are serious it can damage

the IPO,” said Ken Brown, head of eq-
uity capital markets at Nomura. “In-
vestors are focused on rights issues,
government sell-downs and protect-
ing their existing portfolio. They will
have limited appetite to do the neces-
sary investment analysis if they don’t
believe an IPO is credible.”

There is widespread expectation
that there will be an uptick in IPOs
next year as equities rally and as pri-
vate-equity firms come under pres-
sure to book the returns from taking
companies private.

The shift to IPO-led rather than
M&A-led dual tracks would please
the banks, which make considerably
more for working on an IPO than
they do from straight M&A advice.
Bookrunning fees may not be the
greatest money-spinner for the
banks, but the ancillary business of
being a market-maker in the shares,
being retained as a broker by the
newly listed firm and being first
port of call for any follow-on sales
make it a highly prized assignment.

—For more, visit efinancial-
news.com
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Gold gains fans amid currency fears

Europe takes a closer look
at drug Tysabri’s risk profile

says Michael Avery, who helps over-
see the $22 billion Asset Strategy
funds of asset-management firm
Waddell & Reed in Overland Park,
Kan.

Mr. Avery says his funds cur-
rently hold about 15% of their

money, $3.3 bil-
lion, in gold bul-
lion, with almost
all the rest in
stocks that stand

to benefit from Asian economic
growth. He is betting on prosperity
for Asia and trouble for Western
currencies.

Just a few years ago the idea
that paper money was somehow
suspect and gold was the best store
of value was the province of a fright-
ened few. No longer. In recent
months, gold has been pushed to
new highs as investors who once
considered precious metals archaic
have been shifting funds in that di-
rection, to avoid a too-heavy expo-
sure to Western currencies.

David Einhorn, who oversees
about $6 billion at New York hedge
fund Greenlight Capital, last week
told a New York investment confer-
ence that, before the financial crisis
began in earnest last year, he shared
the skeptics’ view of gold as a metal
of little intrinsic value outside den-
tistry, jewelry and some specialized
electronics uses. “The recent crisis
has changed my view,” he said.

“My instinct is to want to short
the dollar,” Mr. Einhorn said. “But
then I look at the other major cur-
rencies. The euro, the yen and the
British pound might be worse. So, I
conclude that picking one of these
currencies is like choosing my fa-
vorite dental procedure. And I de-
cide holding gold is better than
holding cash.” He has been buying
gold since last year, as have a num-
ber of other managers of large
hedge funds.

That includes John Paulson, the
hedge-fund manager who made a
fortune betting against subprime
mortgages and financial companies.
Mr. Paulson, who oversees about
$29 billion, has become a major gold
investor in the past year using an ex-
change-traded fund that tracks
gold, regulatory filings indicate.

Plenty of skeptics remain. At the
same conference where Mr. Einhorn
endorsed gold, hedge-fund man-
ager William Ackman of Pershing
Square Capital Management, who
shares many of Mr. Einhorn’s skepti-

cal investment approaches, scoffed
at gold. He called it “a greater-fool
thing,” meaning it is something of
little intrinsic value that people buy
when it is booming, in hopes of sell-
ing it to a greater fool.

The gradual conversion of peo-
ple like Mr. Einhorn explains much
of gold’s advance.

In 1999, New York gold futures
were near $250 a troy ounce. By Fri-
day, they had quadrupled to
$1,055.60, just off the New York late-
day record of $1,064.20 on Oct. 13,
making gold one of the best invest-
ments of the past 10 years.

Even some of gold’s fans are wor-
ried that it might be getting ahead
of itself. On a nominal basis, New
York gold futures have far sur-
passed their past record of $825.50
hit in January 1980.

Adjusting for inflation, however,
gold would have to double to
$2,291.55 to reach its 1980 high,
which its supporters believe means
it could go much higher before be-
coming expensive compared with its
price during other troubled times.

Given that the world economy
seems to be improving and that gold
has come so far, some gold holders
have decided to take some profits.

Mr. Avery of Waddell & Reed has
reduced his gold exposure to 15%
from 20% when the economic crisis
was at its worst, shifting the money
to stocks. He is trying to decide
whether to cut gold further in the
short term and put more into Asia-
related stocks, although he says
that unless the world’s financial
system miraculously improves, he
thinks gold will move higher
sooner or later.

Marc Stern, who helps oversee

$55 billion as chief investment of-
ficer at Bessemer Trust, has about
1% of those assets, or $550 million,
in gold as part of a hedge against fu-
ture inflation, along with other anti-
inflation investments. Lately, he
has shifted some money away from
gold and into palladium and plati-
num, because the other metals
haven’t yet enjoyed gold’s gains
and look cheaper.

“While we still like gold, we like
it less than we did at $500, $600,
$700 and $800,” he says. “We are
not convinced that all governments
and all currencies are being mis-
managed, or that inflation is about
to spiral out of control.”

People no doubt will keep argu-
ing about whether gold is a legiti-
mate currency. Either way, gold has
done well in periods of economic
and financial difficulty, such as the
1970s, when the dollar was weak, in-
flation was high and confidence in
government was low.

Gold began its latest climb in the
period from 1999 through 2001, as
government surpluses turned to defi-
cits, the U.S. was hit with the Sept. 11
terrorist attacks, and confidence in
the financial system was wavering.
The financial crisis that followed
Lehman Brothers’ collapse last year
created still more interest in gold.

This year, the financial system’s
continuing problems are sustain-
ing “a more measured, steady drum-
beat of concern,” says John Hatha-
way, who oversees the $1.4 billion
Tocqueville Gold Fund, which in-
vests in shares of gold-mining com-
panies as well as in some physical
gold. “To answer the question of
whether gold can stay above
$1,000, you have to decide whether
this issue is going to go away.”

Continued from first page

Israel tax officials raid Maccabi office

U.K. mail union to hold
further strikes this week
CWU, seeking deal
on pay, says it is open
to unconditional talks
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By Thomas Gryta

A European panel has started a
review of the multiple sclerosis
drug Tysabri, sold by Biogen Idec
Inc. and Elan PLC, citing a higher
rate of a rare brain infection than
previously disclosed.

The additional cases are impor-
tant because they may increase the
drug’s risk profile and raise ques-
tions about the companies’ responsi-
bility in updating the market on the
safety record of Tysabri, a product
that generates nearly $1 billion in
yearly revenue.

The European Medicines Agen-
cy’s Committee for Medicinal Prod-
ucts for Human Use, known as
CHMP, reported there have been 23
cases of progressive multifocal leu-
koencephalopathy, or PML, a num-
ber that the U.S. Food and Drug Ad-
ministration later confirmed, add-
ing that those cases were after Tysa-
bri returned to the market in 2006.
The FDA said it is continuing to as-
sess the situation.

Previously, there had been only
13 confirmed cases of the infection
since the drug re-entered the mar-
ket in 2006, after being removed for
18 months because of a link to three
other PML cases.

Tysabri was allowed back on the
market after patients and physi-
cians pushed for its return. The
drug, despite the PML risk, is seen
as one of the most effective MS treat-
ments on the market, especially for
those with severe cases who have
few other options.

The European panel said its re-
view will discuss “any additional mea-
sures necessary to ensure the safe use
of Tysabri and how to balance the
risks to the patients against the bene-
fits of the treatment.”

Christopher Raymond, an ana-
lyst with Robert Baird, said Euro-

pean regulators are unlikely to re-
move it from the market, but they
may recommend that long-term pa-
tients take a break from using the
drug to help balance risk. Duration
of use is seen as raising the risk fac-
tor for PML.

Last week, Biogen acknowledged
that it is in talks with the U.S. Food
and Drug Administration to amend
Tysabri’s label to reflect increased
PML risk with longer-term usage.

The increased potential of pa-
tients taking a break, or “drug holi-
day,” from Tysabri could affect its
sales growth, and that prospect
weighed on shares of Biogen and
Elan on Friday. Shares of Cam-
bridge, Mass.-based Biogen fell 7.2%
to $43.81, while the American depos-
itory receipts of Dublin-based Elan
plunged nearly 18% to $5.31 in Fri-
day afternoon trading.

Biogen spokeswoman Naomi
Aoki said the incidence of PML re-
main rare, reiterating the compa-
ny’s contention that the rate re-
mains within the 1-in-1,000 patient
level implied by its label.

As of Sept. 30, about 46,200 peo-
ple world-wide were taking Tysabri
with about 13,400 patients on the
drug for more than 24 months. Be-
cause duration is seen as an issue,
there is a debate as to which number
to compare to the number of PML
cases—either the total number of pa-
tients or those on Tysabri for two or
more years.

Ms. Aoki stressed the effective-
ness of the drug in treating the debili-
tating disease and said the risk-bene-
fit profile remains favorable. Ms. Aoki,
citing company policy, declined to
comment on the number of PML cases
reported by the European agency.

“We don’t think it is beneficial to
comment on the numbers because it
is within the rate,” she said.

Officials from Elan weren’t imme-
diately available to comment.

ABREAST OF
THE MARKET

By Joshua Mitnick

TEL AVIV—Israeli tax authori-
ties raided the management offices
of the Maccabi Tel Aviv basketball
team Sunday, amid allegations that
the club’s former vice president had
invested funds from his players with
an investment manager whose iden-
tity isn’t known.

Israeli Tax Authority spokes-
woman Idit Lev-Zerahia said Sun-
day that investigators impounded
team documents and computers dur-
ing the afternoon search of the
team’s offices. She said that the
check is only preliminary and hasn’t
yet been classified as a formal crimi-
nal investigation.

“We were looking to see if we can
find things that will shed light on
the business of Mr. Fanan,” she said.

An Israeli police spokesman said
the police currently aren’t investi-
gating.

Moni Fanan, the 63-year-old
former vice president, died in an
apparent suicide a week ago. Since
then, Israeli media reports have
said, some team members have
said that for more than a decade
he had invested some of his play-
ers’ salaries on their behalf. Re-
cently, however, he wasn’t able to
return some of the money when a
player requested it, according to
Israeli media.

With a colorful courtside pres-
ence, Mr. Fanan was the on-camera
face of the team for Maccabi’s loyal
fan base. He also forged strong ties
with athletes off the court.

Several former players have told
local media in recent days that they
gave their money to Mr. Fanan, trust-
ing he would look after their finan-
cial well-being in the same way he
tended to their athletic careers.

Maccabi Chairman Shimon
Mizrahi said he was unaware of Mr.

Fanan’s business activities. Maccabi
spokesman Nitzan Ferrero said the
allegations have no connection with
the organization, and that the cur-
rent management is cooperating
with investigators. “We don’t have
anything to hide,” he said.

Asked by Israel Army Radio last
week to comment on reports that
Mr. Fanan owed players money, his
wife, Sharon Fanan, replied, “We
are an unsupportive people. A na-
tion of vampires. I don’t want to
comment on this. Let’s pay Moni
his last respects.”

Mr. Fanan’s family couldn’t be
reached for comment Sunday.

Maccabi Tel Aviv has dominated
Israeli basketball for five decades
and functions as the country’s unof-
ficial national team. It has won
three European championships in
the last decade, and is a leading
member of Euroleague, Europe’s
professional basketball circuit.

By Nicholas Winning

LONDON—The union represent-
ing workers at Royal Mail, the U.K.’s
state-owned postal service, said it
had notified the company it would
hold two additional nationwide
strikes and one smaller local stop-
page this week to press for a deal on
pay and conditions.

But the Communication Workers
Union also repeated its offer to
Royal Mail of unconditional talks at
the Advisory, Conciliation and Arbi-
tration Service, which helps medi-
ate in labor disputes.

“We have six days before any fur-
ther strike action would take place,”
Dave Ward, CWU deputy general sec-
retary,said ina statement. “Giventhe
progressweweremakingintalksear-
lier this week, this should be enough
time to reach an agreement.”

Royal Mail Chief Executive Of-
ficer Adam Crozier said Sunday he
hopes talks set for Monday will
avert a fresh strike by the postal

union. “I hope that people will see
sense,” he said in an interview with
BBC television.

In his first public appearance
since the dispute arose, Mr. Crozier
said the two sides need to get back
to where they were last Tuesday,
when the company said a deal was
close. But he said neither he nor
CWU leader Billy Haues would be at
the negotiating table Monday.

Labor relations at Royal Mail
have been strained for several
years, with management and unions
clashing repeatedly over efforts to
modernize the company in the face
of declining postal volume, in-
creased competition and a crippling
multibillion-pound pension deficit.

The CWU has said the moderniza-
tion program is ruining the service
and demanded that all changes be ac-
cepted by the union. It has also de-
mandedimproved jobsecurity,a new
benefits package, a commitment
that budgets shouldn’t drive staffing
levels and agreement on workloads.

Royal Mail says the union is reneg-
ing on an agreement, forged from the
last national strike in 2007, to mod-
ernize the service to adapt to the real-
ity of growing electronic correspon-
dence and falling mail volume.

—Laurence Norman
contributed to this article.
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Merkel unveils new plan
German government
to rely on spending
to maintain recovery

Incoming Finance Minister Wolfgang Schäuble, shown at a June conference in Berlin,
said Germany wouldn’t balance its budget within the new government’s four-year term.

Authorities review Lockerbie bombing case for new leads
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By Paul Sonne

LONDON—Scottish authorities
are searching for new lines of in-
quiry in the Lockerbie bombing
case, including a search for possible
accomplices, now that convicted
Lockerbie bomber Abdel Baset al-
Megrahi has dropped his appeal, ac-
cording to Scottish officials.

Mr. al-Megrahi—the only person
convicted for the 1988 bombing of
Pan Am Flight 103 that killed 270
people including 189 Americans—
dropped his appeal before being
sent from Scottish prison to Libya in
August on compassionate grounds.

The Crown Office, Scotland’s
public prosecutor, which has long
contended that Mr. al-Megrahi
didn’t act alone, is reviewing the
case to unearth any leads that
could point to additional suspects
or information about the bombing.

Because Mr. al-Megrahi’s appeal
was dropped, his 2001 guilty ver-
dict will remain unchanged. Mr. al-
Megrahi is now home in Libya,
where he is suffering from termi-
nal prostate cancer.

“Now that Mr. Megrahi has de-
cided to abandon his appeal
against conviction, a further re-
view of the case is under way in re-
spect of others who acted with him
in the murder of 270 people,” said
Patrick Shearer, chief constable at
the Dumfries and Galloway Con-
stabulary, the Scottish police de-
partment handling the case. “The
work that is being undertaken is
the latest in a series of reviews
which have formed part of an inves-
tigative strategy in keeping with
our determination to pursue every
possible lead.”

Mr. Shearer noted that Scottish
authorities weren’t relaunching

the investigation but rather review-
ing the evidence on hand to look
for additional clues.

Lindsey Miller, a Crown Office
official, confirmed to members of
the U.K. victims group in Septem-
ber that a further review of the

case is under way, according to a
forwarded email. Ms. Miller wrote
that prosecutors were following
several potential lines of inquiry
by undertaking a document review
and consultations with forensics

experts. “Please be assured that
this is not simply paying lip service
to the idea of an ‘open’ case,” she
wrote to the family members of the
U.K. victims.

The U.K. victims group has wel-
comed the continuation of the Scot-
tish prosecutor’s criminal investi-
gation and has called for Prime Min-
ister Gordon Brown to initiate a
wider public inquiry, on the na-
tional level, to resolve unanswered
questions in the Lockerbie case
that may go beyond a more narrow
criminal inquiry. In particular, the
victims group is seeking answers re-
garding the financing and motiva-
tions behind the bombing, and rea-
sons why intelligence and security
services weren’t able to prevent it.

“I’m glad to know that they’re
not giving up,” Pamela Dix, a mem-
ber of U.K. Families Flight 103, said
regarding the Scottish review of

the case. Her brother Peter died in
the bombing. “Al-Megrahi was con-
victed as a co-conspirator, and the
only other person who has been ac-
cused was found innocent. There-
fore the co-accused are some-
where out there.”

Though Ms. Dix applauded the
continuation of the Scottish crimi-
nal investigation, she said it was
also worrisome, because the open
case has been cited, in the past, as a
reason for the U.K. government to re-
ject a broader independent inquiry,
something the U.K. victims group’s
members has backed for years.

U.K. Foreign Secretary David
Miliband dismissed the group’s
call for a full public inquiry on the
national level in a BBC interview
Sunday. “If there’s any suggestion
of an inquiry, that should be a mat-
ter for the Scots, because that’s the
way our system works,” he said.

LEADING THE NEWS

By Marcus Walker

BERLIN—German Chancellor An-
gela Merkel’s new center-right gov-
ernment will take office Wednesday
with a policy program that foresees
heavy deficit spending to support
the fragile recovery in Europe’s big-
gest economy.

The governing program, which
Ms. Merkel and other leaders of her
center-right alliance presented in
Berlin Saturday, includes income-tax
cuts of Œ24 billion ($36 billion), lower
business taxes and higher family ben-
efits—measures expected to add to
Germany’s fast-rising public debt.

Incoming Finance Minister Wolf-
gangSchäuble,anexperiencedconser-
vativewhoseselectionwasconfirmed
this weekend, said Germany wouldn’t
achieve a balanced budget within the
government’s four-year term.

The past year’s financial crisis
meant the economy was too weak
for spending cuts, Mr. Schäuble said

in an interview with German news-
paper Welt am Sonntag. “It makes
no sense to talk about savings mea-
sures at a time when you are having
to push through stimulus mea-
sures,” he told the paper.

Economists hadforecastthat Ger-
many’s budget deficit would rise to
5% or more of gross domestic prod-
uct next year, even before the new
government’s tax and spending mea-
sures.That’s still less thanthe gaping
deficits in many other countries that
have suffered in the financial crisis.

But rising public debt threatens
Germany’s ability to finance its
costly welfare state in the long run,
against the background of an aging
population and a shrinking work
force. That demographic trend will
hurt tax revenues while pushing up
pension and health-care costs.

Anamendmentto Germany’s con-
stitution this year forces future gov-
ernments to cut the budget deficit in
stagesfrom2011andrunvirtuallybal-
anced budgets from 2016. That could
force Mr. Schäuble to make unpopu-
lar spending cuts later in his term.

For the moment, however, the
government’s priority is a financial
boost for businesses and middle-
class households. That policy re-

wards key constituenciesof Ms.Mer-
kel’s conservative Christian Demo-
cratic Union and itspartner, thebusi-
ness-friendly Free Democratic Party.

The policy program presented
over the weekend includes longer
lives for Germany’s nuclear power
plants, which previous governments
had planned to shut down by 2021.

The program avoids radical over-
hauls of the tax system or labor laws
of the kind that Ms. Merkel, as well
as the FDP, used to advocate.

However, the new government
plans significant changes in the me-
dium term to parts of Germany’s
cherished welfare state. Health-
care funding could shift away from
levies that are proportional to peo-
ple’s salaries and are partly paid by
employers, to a system of flat-rate
health-insurance fees for individu-
als. Meanwhile, elderly care could
be funded partly through individual
private savings accounts, instead of
purely through payroll taxes.

Both changes would cap or re-
duce companies’ tax burden, which
conservatives hope will be good for
job creation. But the proposals are
controversialbecausethey couldcre-
ate new financial burdens for lower-
and middle-income households.

A U.K. victims group
is seeking answers
regarding financing
behind the bombing.

you.automatic

T H E WA L L ST R E ET JO U R NA L . MONDAY, OCTOBER 26, 2009 3

Car bombs kill 147 in Iraq

Conservatives to call for ban
on big bonuses at retail banks

FROM PAGE ONE

Jan. 16 polls may have to be delayed
to give organizers enough time to
prepare the vote.

Iraqi government spokesman Ali
al-Dabbagh said he couldn’t say yet
whether Sunday’s car bombs were
related to the August bombings. But
he also said that they might have
been related to the elections and
that they seemed to be the work of al
Qaeda and its allies.

The Iraqi al Qaeda is known for
using car bombs and suicide bomb-
ers; Shiite militants in Iraq largely
use rockets and mortars. Naming al-
lies of al Qaeda implies the sus-
pected involvement of foreign fight-
ers coming from neighboring coun-
tries such as Syria.

Iraqi officials have blamed the re-
cent, high-profile attacks—including
the August bombings—on a variety of
actors they accuse of trying to spark
fresh sectarian tension. These include
Islamist extremists linked to al
Qaeda, Sunni insurgents and former
Baathists operating out of Syria.

The Iraqi government asked the
United Nations for an international
investigation into foreign interfer-
ence related to the August bombings.

Earlier this year, the Iraqi govern-
ment had been trumpeting the re-

cent decrease in violence. But after
the August bombings, officials ac-
knowledged that there had been a
lapse in security and vowed to redou-
ble their efforts.

Some Iraqis criticized Mr. Maliki
as being too confident about Iraq’s se-
curity improvements after the Au-
gust attacks; others suspected the
motivation behind those explosions
was to make the prime minister look
bad. It is unclear how Sunday’s blasts
might affect Mr. Maliki’s candidacy
in the national elections. His popular-
ity grew last year after he took on Shi-
ite extremists of his own sect, and he
campaigned on improving security
during the provincial elections cam-
paign last January. His list won the
most votes in that ballot.

The Iraqi government has vowed
to remain steadfast against the vio-
lence. It was moving toward remov-
ing blast walls and opening up closed-
off streets before the August attacks.
After those bombings, the govern-
ment slowed down that effort and it
now will likely ease it even further.

Hours after the blast, security
forces were still looking through the
rubble for bodies, and the casualty
count was expected to rise. Forklifts
were removing charred vehicles and
other refuse.

Continued from first page

Iraqi Prime Minister Nouri al-Maliki, right, listens to Baghdad Gov. Salah
Abdul-Razzaq during his visit to the site of Sunday’s deadly blasts.

By Laurence Norman

LONDON—The U.K. Conserva-
tive party’s Treasury spokesman is
expected to call for a ban on govern-
ment-supported retail banks paying
out large cash bonuses.

George Osborne, who would
likely be the Treasury chief if the
Conservatives win an election due
by mid-2010 is expected to say retail
banks should instead use their capi-
tal to bolster still-scarce lending to
firms and consumers.

“I am today calling on the Trea-
sury and the FSA to combine forces
and stop retail banks paying out prof-
its in significant cash bonuses. Full
stop,” Mr. Osborne is expected to say
Monday in a speech in London, ac-
cording to his office. “This should be
a condition of continuing to receive
taxpayer guarantees and liquidity
support,” he is expected to say.

Mr. Osborne is expected to say he
isn’t “insensitive” to the needs of

U.K. banks to give generous pay to re-
tain top staff.

He will point to similar pay-re-
straintmeasuresbeingorderedinthe
U.S. and will say banks that want to
pay large bonuses should do so in the
formof newequitycapital thatcanbe
converted into bank shares in the fu-
ture. “This equity capital will also
strengthenthebalancesheetandsup-
port lending,” he is due to say.

Prime Minister Gordon Brown’s
government and the Financial Ser-
vices Authority have taken a num-
ber of steps to crack down on bo-
nuses, signing international agree-
ments that demand future bonuses
are paid over a number of years and
are subject to clawback if a firm’s
long-term performance suffers.

The government has signed
agreements with many of the larg-
est U.K. and foreign banks, which
would mean those guidelines will be
applied for 2009 bonuses, most of
which will be paid out in early 2010.
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Palestinian protesters clash with police in Jerusalem

U.N. inspects Iranian plant
IAEA’s examination
of latest site tests
Tehran’s good faith

IAEA nuclear inspectors arrive at the Imam Khomeini International airport, south
of Tehran, at the weekend to inspect Iran’s recently disclosed enrichment plant.

Pakistan seizes control of militant stronghold, hometown of Taliban chief

A police officer stands guard as people displaced by fighting between security
forces and militants in Waziristan arrive Sunday at a post near Bannu, Pakistan.

By Chip Cummins

DUBAI—A team of monitors
from the United Nations nuclear
watchdog started an inspection on
Sunday of Iran’s recently disclosed
uranium-enrichment plant, present-
ing another big test of Tehran’s will-
ingness to cooperate with the West
over its nuclear program.

The team from the Vienna-
based International Atomic En-
ergy Agency arrived in Tehran on
Saturday evening and reached the
facility, near the holy city of Qom,
on Sunday, according to state me-
dia. The team will remain in Iran
until Tuesday, Iran said.

The inspection will offer Wash-
ington and other Western capitals
an indication of Tehran’s good
faith amid continuing talks over
its nuclear program.

On Friday, Tehran failed to ap-
prove by the agreed deadline a

deal Iranian negotiators agreed to
last week that would require Iran
to ship the bulk of its nuclear fuel
out of the country. The fuel would
be further enriched in Russia for a
medical-research reactor and re-
turned to Iran.

Several senior Iranian officials
have publicly criticized the deal.
On Saturday, Iranian parliamen-
tary speaker Ali Larijani said that
the deal would “deceive” Iran and
that Tehran prefers to buy fuel out-
right, according to state media.
Western officials have said, how-
ever, that they will wait for an offi-
cial answer from Tehran before
gauging Iran’s intentions.

U.S. President Barack Obama
has suggested he will give Iran un-
til the end of the year to show
progress in talks, before pursuing
other options, including new eco-
nomic sanctions.

Iran has vowed it won’t give up
its right to enrich uranium for
peaceful nuclear energy. Western
and Arab powers worry that Teh-
ran harbors ambitions to build
weapons.

That concern increased mark-
edly after the U.S., France and Brit-

ain said last month that Iran was
building a previously undisclosed
enrichment facility near Qom. Iran
had told the IAEA about the plant
just ahead of the dramatic announce-
ment by the West. Western officials
and analysts said such a small facil-
ity, heavily guarded and undisclosed
for so long, heightened suspicion
that Iran was working on a clandes-
tine nuclear-weapons program.

Iranian officials appeared
caught off guard, and as they pre-
pared to sit down with members of
the U.N. Security Council and Ger-
many for talks related to the coun-
try’s nuclear program earlier this
month, they invited IAEA inspec-
tors to the site to reassure them.

The atomic agency has long
complained about lack of Iranian
cooperation in information re-
quests related to the nuclear pro-
gram. If the IAEA inspectors come
away from the visit satisfied with
Iran’s cooperation, it could go
some way to increase confidence
in Tehran’s willingness to pursue
more dialogue. If they come away
frustrated, however, the visit
could raise new suspicion about
Iran’s intentions in the talks.

By Zahid Hussain

ISLAMABAD—Pakistani security
forces seized control of a militant
stronghold and the hometown of the
Pakistan Taliban’s chief Saturday af-
ter several days of fierce fighting,
claiming the first major success for
the military since the start of its of-
fensive in the northwestern border
region neighboring Afghanistan.

Major General Athar Abbas,
chief military spokesman, said the
capture of Kotkai in South
Waziristan indicated a break-
through for the security forces.

Kotkai is the birthplace of
Hakimullah Mehsud, the Pakistani
Taliban chief, and also the home-
town of Qari Hussein, another senior
militant commander who ran a Tali-
ban camp to train suicide bombers.

The battle for the town was im-
portant for both the government
forces and the Taliban. Its fall deals
a blow to the militants fighting to

maintain their control over the rug-
ged mountainous region, which also
serves as a base for al Qaeda.

“EveryhouseintheareawasaTali-
banbunkerandtroopshadtofightfor
every inch,” said Gen. Abbas. Three
soldiers and 21 militants were killed
in the fighting since Friday. More
than 95 insurgents and 23 soldiers
have been killed in the fighting since
the start of the offensive a week ago.

The capture of Kotkai also has
opened the way for Pakistani troops
to advance toward the other mili-
tant stronghold of Saragoha, Gen.
Abbas said.

In another tribal area, a U.S. mis-
sile strike from a pilotless drone Sat-
urday killed 14 militants, including
three foreign fighters. A Pakistan se-
curity official said the missile hit a
militant hideout in Damadola vil-
lage in the Bajaur tribal area near
the Afghan border.

Malvi Faqir, a top regional Tali-
ban commander, narrowly escaped

the attack but one of his sons, a
nephew and a son-in-law were
killed, said a senior Pakistani offi-
cial overseeing the tribal area.

It was the second time U.S. mis-

siles have targeted the border vil-
lage, which Pakistani intelligence of-
ficials said had often been visited by
senior al Qaeda leaders. Ayman al
Zawahiri, a deputy to Osama bin

Laden, was believed to have escaped
the previous attack in 2006. Thou-
sands of Pakistani troops are bat-
tling insurgents in Bajaur.

Around 30,000 Pakistani troops
backed by air-force jets are battling
the Taliban in South Waziristan.
The operation is viewed as a test for
the Pakistani army’s resolve and
ability to fight the militants.

“We have the ability to take the
battle to its conclusion,” said Gen.
Abbas. He denied that the military
was getting any support from the
U.S. “It is our fight and we don’t
want any foreign help.”

In another incident, a suicide
bomber blew up a car packed with ex-
plosives on a highway, killing one po-
lice officer. The assault occurred Sun-
day when police stopped a car with
two men inside, some 100 kilometers
(62 miles) from Islamabad. The two
men planned to detonate the explo-
sivesineasterncityofLahore,saidWa-
seem Kausar, a senior police officer.

By Charles Levinson

JERUSALEM — Israeli police
clashed violently with Palestinians
in Jerusalem on Sunday and occu-
pied the Al Aqsa Mosque compound,
the holy site that is revered by Jews
and Muslims alike and that was the
flashpoint for the last Palestinian up-
rising in 2000.

Palestinian demonstrators hurled
rocks and threw at least one Molotov
cocktail at police in Jerusalem’s
walled Old City, and a 21-year-old Pal-
estinian woman reportedly stabbed
an Israeli border guard in the stom-
ach at a West Bank checkpoint.

Israeli police responded to the pro-
tests with tear gas and stun grenades,
and arrested at least 18 Palestinians,
according to police spokesman
Mickey Rosenfeld. They occupied the
mosque compound and closed it tem-
porarily to visitors but refrained
from entering the mosque itself, Mr.
Rosenfeld said. The mosque is part of
the compound known to Jews as the

Temple Mount and to Muslims as the
Noble Sanctuary.

Violence by both Jewish settlers
and Palestinians has been increas-
ing in recent weeks. Israel’s internal
security agency, Shabak, has re-
leased data showing that monthly at-
tacks by Palestinians against Israeli
targets nearly doubled to 95 in Sep-
tember from 53 in August. Attack
numbers in Jerusalem increased six-
fold, the agency added.

Though the violence has been
contained by Israeli authorities,
many observers fear a potentially ex-
plosive mix of raised, then dashed,
hopes for a peace breakthrough; an
embattled Palestinian leadership
seen as conceding too much; and an
uncompromising hardline Israeli
government. The combination is
seen as parallel with conditions in
2000 before the second intifada.

“I sense there is a great popular
feeling of anger and disappoint-
ment, a feeling that everything we
do is futile and that too many of our

people think that peace is impossi-
ble no matter what we do,” an offi-
cial close to Palestinian President
Mahmoud Abbas said. “People felt
this same way in 2000 and we know
what happened then.”

In the West Bank, Jewish settlers
defiantly close ranks in the face of in-
creased U.S. and international pres-
sure on Israel to restrict and eventu-
ally uproot their settlements. Three
settlers were arrested on Saturday af-
ter throwing rocks at Palestinians
and Israeli soldiers at an illegal out-
post in the West Bank.

“There is definitely some in-
crease in violent activity, but not at
all close to levels of the past years,”
a senior Israeli military official said.

The recent flareups in Jerusalem
have been at least in part a result of
agitation by extremists on both
sides of the conflict. Jewish hard-
line groups dedicated to rebuilding
the Second Temple, Judaism’s holi-
est site, which occupied the same
area as the Al Aqsa Mosque until de-

stroyed by the Romans in A.D. 70,
have called for Jews to pray there.
One such prayer was scheduled for
Sunday night.

Islamist leaders in Israel have
seized on those calls to call for pro-
tests in defense of the mosque.

U.S. President Barack Obama’s
early engagement in the Mideast
peace process, including an unprece-
dented U.S. demand for a full freeze
on all building in Jewish settle-
ments in the West Bank, ushered in
fresh optimism among Palestinians.
But those hopes were dashed after
the Obama administration softened
its stance when Israel refused to
give in to U.S. demands.

Many analysts and former offi-
cials involved in the peace process
today attribute the widespread dis-
appointment that followed the fail-
ure of the Camp David peace talks in
2000 with helping enflame the vio-
lence that subsequently erupted.

That failure left then-Palestinian
President Yasser Arafat facing do-

mestic criticism that peaceful nego-
tiations were futile. He soon after be-
gan clandestinely supporting a re-
turn to armed struggle.

Today, Palestinian President Mah-
moud Abbas is facing widespread
criticism that he has agreed to con-
cede too much to Israel without get-
ting sufficient concessions in return.

Palestinian Authority govern-
ment officials say they remain com-
mitted to nonviolence. Still, they
have tried to defuse some of the pop-
ular anger by calling for a general
strike earlier this month that coin-
cided with the last outbreak of vio-
lence in Jerusalem. Among those ar-
rested in East Jerusalem on Sunday
was Hatem Abdel Qadar, Mr. Abbas’s
adviser on Jerusalem affairs, for in-
citement and organizing an illegal
demonstration.

Meanwhile, one thing U.S. offi-
cials have said is key to helping de-
fuse current tensions—more far-
reaching Israeli concessions—
hasn’t been forthcoming.

LEADING THE NEWS
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By Nick Wingfield

Microsoft Corp. benefited from
increased consumer demand for
personal computers and video-
games in the September quarter,
helping offset weak business
spending that pulled its quarterly
profit down 18%.

The software giant’s results pro-
vided some additional optimism
that a recovery is beginning to lift
the technology sector and that Mi-
crosoft has strengthened its mix of
products after stumbling with the
Windows Vista operating system.

The results, which followed two
of the worst quarters in the Red-
mond, Wash., company’s history,
were a welcome change for inves-
tors, who bid Microsoft shares up
5.4% to $28.03 in 4 p.m. trading Fri-
day on the Nasdaq Stock Market.

Microsoft provided encourag-
ing signs of strong consumer appe-
tite for Windows 7, a new version
that was released to the public on
Thursday. While revenue from Win-
dows in the quarter ended Sept. 30
fell 39% to $2.62 billion from $4.28
billion. The decline was due
largely from Microsoft’s shift of
Windows 7 revenue into future
quarters.

The company deferred $1.47 bil-
lion in revenue stemming from a
program that offered Windows 7
upgrades to people who bought
PCs in the months prior to the soft-
ware’s release, along with sales of
Windows 7 to hardware makers
and retailers before the software
became available to the public.

The deferred revenue was much
greater than the forecast $1.1 bil-
lion to $1.3 billion in sales that Mi-
crosoft had previously told inves-
tors to expect.

“It’s still early days, but the re-
sponse is very strong,” Chris Lid-
dell, Microsoft’s chief financial of-
ficer, said in an interview.

While consumers spent more
freely during the quarter, busi-
nesses still remained stingy with
their technology budgets. In a con-
ference call with Wall Street ana-
lysts, Mr. Liddell said he expects
businesses to remain “cautious”
on their technology spending
through the holiday quarter, but
he reiterated earlier predictions of
potential growth during the com-
ing calendar year.

Microsoft said fiscal first-quar-
ter profit fell to $3.57 billion, or 40
cents a share, from $4.37 billion,
or 48 cents a share, a year earlier.
Revenue fell 14% to $12.92 billion
from $15.06 billion, better than the
company’s previous forecasts.

“After two quarters of missed
expectations, this was a big beat
quarter for Microsoft,” said Sand-
eep Aggarwal, an analyst at Collins
Stewart LLC.

Microsoft’s entertainment and
devices division, the centerpiece
of which is its Xbox 360 console,
also had better sales than many an-
alysts expected, mainly because of
a new installment of Microsoft’s
“Halo” outer-space shooting game
franchise that was released during
the quarter. Revenue in the group
was flat at $1.89 billion.

Operating income from the en-
tertainment and devices division
rose to $312 million in the quarter
from $159 million a year earlier.

Trying to revive Microsoft’s mojo
Ballmer is hoping
improved products
help propel growth

Software titan
is seeing hopes
for a recovery

Microsoft CEO Steve Ballmer, right, takes in a demonstration at the Windows 7 launch event Thursday.

By Nick Wingfield

Steve Ballmer has presided over
some tough times at Microsoft
Corp. Last week, the 53-year-old
CEO got a chance to relish in some
good news: the launch of the Win-
dows 7 operating system.

The new software comes at a cru-
cial time. Flaws in the last version of
the product, Windows Vista, bat-

tered Microsoft’s
reputation. Then
the recession
crushed spending
on technology and

triggered Microsoft’s first ever de-
cline in annual revenue and its first
big layoffs.

But Mr. Ballmer, who took Mi-
crosoft’s helm from co-founder Bill
Gates in 2000, can now point to im-
provements in key products. Win-
dows 7 has gotten favorable re-
views, and the Bing search engine is
creeping up in market share, though
Google Inc. still overshadows it.

In an interview Thursday, Mr.
Ballmer discussed the economy,
competing with Google and Apple
Inc. and the appetite for Windows 7
among businesses. Excerpts:

WSJ: How do you think Windows 7
will sell? Will it help the industry
more broadly this holiday season?
Mr. Ballmer: The bulk of all Win-
dows sales will always come with
new machines. So, we’ll sell a bunch
of upgrades. I don’t know how many,
we’re not making specific forecasts.
But the real question is, when inno-
vation meets a tough economy, who
is going to win? And I’m hoping it’s
the innovation. But we’ll see.

WSJ: What’s your feeling about the
business reception for this product?
A lot of companies skipped Win-
dows Vista.
Mr. Ballmer: We see a lot of enthusi-
asm. Again, we’ll have to wait and
see what the customers really do. A
lot of the machines in the installed
base are getting a little older, and
people are noticing that.

I think we have pretty good evi-
dence that it’s between $50 to $100
cheaper for an IT department to op-
erate a machine and maintain a ma-
chine that runs Windows 7... that will
help thecorporations make these de-
cisions.

WSJ: What are your feelings on the
economy? When do you expect to
see a recovery in your business?
Mr. Ballmer: Hard for me to fore-
cast. We took actions as a business
to make sure we had our cost struc-
ture right-sized. And hopefully with
a recovery, we’re right-sized. If
things meander along, we’re right-
sized. And both of those are possi-
ble, and maybe other things not as
positive are possible.

I’m hopeful that we’re going to
build from this base,andthat innova-
tion, whether it’s innovations like
Windows 7 or innovations in other
businesses, can help propel some
growth.

WSJ: What have you done right dur-
ing this economic downturn in
terms of managing the company?

Mr. Ballmer: I think we got on top of
it really very quickly. You see that
just in the amount of money we
spent last year compared with what
we had told investors we were going
to spend last year.

As early as July-August [2008],
things were apparent to us and we
started putting the brakes on spend-
ing... By September, we right-sized
the cost structure.

WSJ: What would you do differ-
ently?
Mr. Ballmer: I might get out a little
earlier and message with our em-
ployees, because until you’ve been
through a once-in-a-lifetime reset,
you’ve never been through a
once-in-a-lifetime reset. But from
an economy perspective, I feel rea-
sonably okay with what we did.

WSJ: You’re still investing heavily
in R&D. How do you balance that in
this economic environment?
Mr. Ballmer: We basically have shut
down new spending. Because we
still want to invest more in certain
projects, it means we’ve either right-
sized, or eliminated some projects.

We’ve had to make a bunch of
tough callsinR&D,andsalesandmar-
keting. And yet we still have the abil-
ity to do the things that I think are re-
ally fundamental for Microsoft.

WSJ: In your Windows business,
you’re competing against a vibrant
Apple. Google has Chrome OS that
they are working on. How does the
competitive landscape right now
feel?

Mr. Ballmer: Our business has been
competitive for a long, long time,
and it’s competitive today. We had a
lot of competition at one time from
[IBM’s] OS2, competition from
Netscape, competition from Linux.

Apple is Apple. They’re still
3-1/2% market share. They’re doing
great inphones,and some othercate-
gories.

Yet, 96 times out of 100, people
choose a Windows PC instead of a
Macintosh. I’m proud of that fact,
and I think it speaks a lot to the basic
business model, and the quality of
work that we do.

WSJ: Wednesday Microsoft an-
nounced a search deal with Twitter,
and Google quickly announced a
deal right afterwards. How long can
you sustain any advantages you
have in search?
Mr. Ballmer: We’ve got three things
we’ve got to get done in search.

Number one, Google is the mar-
ket leader, they’re very good at cer-
tain things, like relevance. We’re go-
ing to have to keep running pretty
fast, and they’re going to be good at
that.

Number two, tactically we’re go-
ing to differentiate. We’re going to
do things that surprise them, and
they’re going to hustle to catch back
up and copy us, which is kind of I
think what they’re doing on this
Twitter stuff.

Number three, we’re also trying
to radically innovate and reinvent
the category. That’s what you see us
doing with the fundamentally differ-
ent user interface approach that

Bing has, compared with Google.
That’s what you see us doing with
things like our cash-back [online
shopping rebate] system.

We’re going to have to float like a
butterfly and sting like a bee. Get
ahead and know that some of those
things they’ll catch back up. But we
also have to radically reinvent the
category and we’re trying to do that,
too.

WSJ: How do you feel about the
T-Mobile Sidekick experience [in
which Microsoft temporarily lost
some T-Mobile customers’ personal
data for an online service it runs for
Sidekick phones]?
Mr. Ballmer: Not very good. When
people trust you with their informa-
tion, you want to be able to perform
first time every time. We’re working
hard to remedy the situation, and
it’s an area in which we don’t want
to see that kind of thing occur.

WSJ: Is there any plan to offer a Mi-
crosoft-made mobile phone?
Mr. Ballmer: No plan. We think the
best way to get diversity and inter-
esting phones in the market is to
work with the hardware community.

WSJ: What can you tell me about
Pink [the code-name for a mobile
phone Microsoft has been designing
that will likely be manufactured by
another company]?
Mr. Ballmer: We have a lot of differ-
ent ways in which we partner with
hardware vendors, and you may see
some interesting cases in the course
of the next year.

MARKETPLACE

A look at Microsoft

Snapshot of the CEOProfitOne of Microsoft’s recent ‘laptop hunter’ TV ads 

Steve Ballmer
n Age: 53
n Drives only Ford cars, in 
honor of his father who worked 
at the company for 30 years 
n Delivered a 10-minute 
speech in French recently at 
the opening of a Microsoft 
office in Paris
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Air France warns pilots
Safety procedures
are focus of memo;
union fights back

Pilots of errant flight
tell U.S. they were awake

People in Paris in June mourn for the passengers and crew members Air France
Flight 447, which crashed in the Atlantic Ocean.
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LEADING THE NEWS

By David Gauthier-Villars

And Daniel Michaels

PARIS—Almost five months after
an Air France jetliner crashed in the
Atlantic Ocean, the airline is warn-
ing its pilots to follow safety proce-
dures more closely and to stop criti-
cizing the company. But the carrier’s
pilots are bristling at what they per-
ceive as a rebuke, saying that man-
agement is blaming them for its own
failure to maintain safety.

In a memo sent to all cockpit
crew last week, the unit of Air
France-KLM SA said a review of re-
cent safety incidents showed that
some of them occurred because pi-
lots had disregarded basic proce-
dures. It cited, for example, a case in
which a pilot ignored alarms during
takeoff, but it offered no details. The
memo, however, made clear that the
cause of the fatal June 1 crash of
Flight 447 en route to Paris from Rio
de Janeiro remains unknown.

Since the Airbus A330 crashed,
killing all 228 people on board, the air-
line has been at odds with its pilots
over safety rules. Some pilot unions
said last week’s memo underscores
growing tensions within the airline.

“The letter is unacceptable,” said
Erick Derivry, spokesman for SNPL,
Air France’s largest pilot union. “It
highlights how pilots have lost confi-
dence in management.”

The memo chastised pilots for

what it described as deviating from
industrywide practices. “There is no
need to fix procedures or create new
ones,” it says. “The mere applica-
tion of planned procedures would
have helped avoid the problems.”

A copy of the memo, which was
signed by Air France head of opera-
tions Pierre-Marie Gautron and head
of safety Etienne Lichtenberger, was
reviewed by The Wall Street Journal.

Air France said in statement Sat-
urday that the memo is an internal
document meant to “reinforce
safety,” and that it has “full confi-
dence in its pilots.”

Mr. Derivry, the union represen-
tative, said he was “shocked” by the
memo because it could be inter-
preted as blaming pilots not only for
several small safety lapses, but also
for the Flight 447 crash.

The accident’s cause remains un-
clear, at least in part because only
small amounts of debris have been
recovered. Most of the plane, includ-
ing digital recorders that register
cockpit conversations and flight
data, are miles beneath the ocean.

In the memo, Air France doesn’t
assign any blame for the crash. In-
deed, the airline says that if investi-
gators remain unable to recover the
recorders, the accident’s cause may
never be known.

A preliminary report released by
French investigators leading the
probe also stopped short of pinpoint-
ing a cause. Among the elements sus-
pected of contributing to the crash
are technical problems, pilot error
and severe weather conditions.

The airline, however, criticized
what it called “self-proclaimed ex-
perts” touting their own explana-

tions for the crash. “Those who pre-
tend to act in the interest of flight
safety are, in fact, contributing to a
debasement of it,” the memo said.

Air France pilots say the com-
ment is an attack on two colleagues,
Gérard Arnoux and Henri Marnet-
Cornus, who recently released their
own analysis of the Flight 447 crash.

In their document, the pair say
the catastrophe could have been
avoided if the airline had replaced
potentially faulty speed sensors as
soon as problems with them became
evident over recent years. The small
sensors outside the cockpit, known
as Pitot tubes, have a history of pro-
viding unreliable speed data to air-
plane computers, according to avia-
tion authorities.

Air France replaced the probes
on its long-haul aircraft after the
crash. But the airline, as well as
French authorities in charge of in-
vestigating the accident and offi-
cials at aircraft maker Airbus, a unit
of European Aeronautic Defence &
Space Co., have said repeatedly that
there is no evidence the speed
probes alone caused the accident.

Mr. Arnoux said in an interview

that he and Mr. Marnet-Cornus
stand behind their analysis. “The
plane crashed because its speed
probes malfunctioned,” he said.

Air France executives said in the
memo that the company was ready
to discuss all issues with pilot
unions as long as the debate re-
mained dispassionate.

Mr. Derivry at the SNPL union
called the memo counterproduc-

tive, saying it wouldn’t contribute
to a dispassionate debate.

The memo listed what it said
were a number of recent incidents in
which pilots failed to abide by safety
procedures. Without providing de-
tails on when and where the prob-
lems occurred, it cited a pilot ignor-
ing an alarm during takeoff and cock-
pit crews overlooking elements in
their checklists.

By Andy Pasztor

The pilots of Northwest Flight
188 were set to tell U.S. investiga-
tors Sunday that they lost track of
time and location—but never went
to sleep—when they failed to re-
spond to air-traffic controllers for
more than an hour, according to peo-
ple familiar with the crew’s state-
ments and the status of the probe.

During the afternoon session with
the National Transportation Safety
Board, these people said, the cockpit
crew planned to recount the same se-
quence of events it previously
sketched out for airline superiors:
They became distracted in conversa-
tion while cruising at about 11,275
meters Wednesday night, didn’t real-
ize how long the plane had been out
of radio contract and flew about 240
kilometers past their airport destina-
tion. According to their recollections,
a flight attendant’s question on the in-
tercom demanding to know why the
jetliner hadn’t started its descent
startled them out of a daze. Control-
lers have said a radio transmission
from a nearby plane also prompted
the Northwest crew to resume radio
contract with controllers

Safety officials at Northwest and
its parent, Delta Air Lines Inc., seem-
ingly support the pilots’ statements,
according to one person involved in
the deliberations. Even so, govern-
ment investigators are pressing to
see whether fatigue may have
played a role in the bizarre flight. A
Delta spokesman couldn’t immedi-

ately be reached for comment.
The latest developments come

amid signs that a growing faction of
senior Delta and Northwest pi-
lots—as well as some industry-
safety experts—now believe the two
pilots may not have been sleeping.
But without clear-cut data from the
plane’s cockpit voice or flight-data
recorders, it may be hard for investi-
gators to conclusively back up the pi-
lots’ assertions or precisely deter-
mine what happened.

As investigators conduct inter-
views and prepare to assemble a tran-
script of crew conversations during
the final 30 minutes of the flight,
they hope to unravel the mystery of
why the pilots didn’t respond to fran-
tic calls from controllers for more
than 75 minutes as the Airbus A320
with 149 people aboard streaked
across several states. The safety
board has declined to comment on
specifics of the investigation.

Separate from what investiga-
tors uncover over the next few days
or weeks, the incident is likely to
spark further debate over the issue
of whether video cameras should be
installed in commercial airliner cock-
pits to record the actions of pilots.
The safety board for years has urged
airlines and aviation regulators to
embrace such technology—pre-
cisely to help unravel mysterious ac-
cidents or incidents. But pilot unions
have strongly resisted such a move
on privacy and other grounds, and
that opposition isn’t likely to ease in
response to the Northwest flight.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 35.50 $25.73 –0.37 –1.42%
Alcoa AA 27.60 13.73 –0.31 –2.21%
AmExpress AXP 20.80 34.58 –1.86 –5.10%
BankAm BAC 171.80 16.22 –0.30 –1.82%
Boeing BA 5.50 49.89 –1.18 –2.31%
Caterpillar CAT 8.50 57.60 –1.14 –1.94%
Chevron CVX 7.70 76.68 –0.61 –0.79%
CiscoSys CSCO 40.30 24.17 –0.01 –0.04%
CocaCola KO 9.70 53.24 –0.91 –1.68%
Disney DIS 9.00 28.89 –0.55 –1.87%
DuPont DD 6.60 33.23 –0.82 –2.41%
ExxonMobil XOM 19.20 73.57 –0.87 –1.17%
GenElec GE 81.50 15.20 –0.14 –0.91%
HewlettPk HPQ 12.80 48.56 0.24 0.50%
HomeDpt HD 15.30 26.27 –0.45 –1.68%
Intel INTC 79.30 19.78 –0.34 –1.69%
IBM IBM 6.20 120.36 –2.33 –1.90%
JPMorgChas JPM 25.20 45.23 –0.48 –1.05%
JohnsJohns JNJ 9.60 60.54 –0.40 –0.66%
KftFoods KFT 9.90 27.05 –0.06 –0.22%
McDonalds MCD 7.20 59.43 –0.07 –0.12%
Merck MRK 13.80 32.43 –0.44 –1.34%
Microsoft MSFT 254.00 28.02 1.43 5.38%
Pfizer PFE 57.30 17.25 –0.31 –1.77%
ProctGamb PG 10.00 57.64 –0.49 –0.84%
3M MMM 5.20 77.82 –0.97 –1.23%
TravelersCos TRV 4.50 51.30 –0.40 –0.77%
UnitedTech UTX 5.20 65.81 –0.09 –0.14%
Verizon VZ 19.00 28.85 –0.17 –0.59%
WalMart WMT 14.30 50.44 –0.04 –0.08%

Dow Jones Industrial Average P/E: 16
LAST: 9972.18 t 109.13, or 1.08%

YEAR TO DATE: s 1,195.79, or 13.6%

OVER 52 WEEKS s 1,593.23, or 19.0%

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

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

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  "1,139" –112 –151 –211 Carlton Comms  410 8 9 –35

Ineos Gp Hldgs "1,942" –44 –198 –153 Casino Guichard Perrachon 129 9 9 3

Grohe Hldg "1,082" –41 –163 –300 Fiat 290 9 3 –86

FCE Bk 573 –7 –13 –48 AB Volvo 207 9 ... –38

Stora Enso  350 –7 –6 –36 Colt Telecom Group 167 10 7 –8

Tate & Lyle 115 –6 –3 –24 Brit Awys  472 11 21 –18

Gecina 372 –6 –42 –99 Rallye 568 13 –10 10

Wendel 443 –6 –27 –60 GKN Hldgs  254 14 7 –27

Alcatel Lucent 541 –5 –32 –85 Valeo 254 15 15 –11

EMI Group  721 –5 –14 24 TUI 881 40 57 –114

Source: Markit Group

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

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

Anglo Amer U.K. General Mining $52.2 23.80 4.16% 90.9% –3.5%

L.M. Ericsson Tel B Sweden Telecomms Equipment 31.6 72.00 3.75 42.0 –47.1

ING Groep Netherlands Life Insurance 36.4 11.66 2.24 61.9 –66.5

Rio Tinto U.K. General Mining 75.1 30.01 2.23 59.5 25.4

BNP Paribas S.A. France Banks 100.0 56.25 2.09 1.5 –33.1

UniCredit Italy Banks $62.5 2.49 –4.97% 58.0 –55.0

Credit Suisse Grp Switzerland Banks 66.7 56.75 –2.07 34.4 –25.3

UBS Switzerland Banks 65.0 18.41 –1.81 17.7 –73.8

Intesa Sanpaolo Italy Banks 54.2 3.05 –1.69 15.6 –42.1

GDF Suez France Multiutilities 100.2 29.53 –1.44 –3.7 –4.8

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

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

BHP Billiton 66.8 18.32 2.00% 110.9% 79.4%
U.K. (General Mining)
Soc. Generale 53.6 48.25 1.60 13.1 –58.6
France (Banks)
HSBC Hldgs 196.4 6.99 1.23 15.2 –19.8
U.K. (Banks)
Barclays 65.0 3.61 0.68 88.3 –47.5
U.K. (Banks)
BG Grp 66.6 11.39 0.53 58.9 61.5
U.K. (Integrated Oil & Gas)
Banco Bilbao Viz 70.4 12.50 0.48 59.2 –32.5
Spain (Banks)
Unilever 53.7 20.85 0.48 13.4 6.6
Netherlands (Food Products)
Daimler 58.8 36.88 0.39 64.6 –14.8
Germany (Automobiles)
ABB 49.6 21.54 0.37 71.1 19.0
Switzerland (Industrial Machinery)
Astrazeneca 65.8 27.69 0.36 19.8 –11.8
U.K. (Pharmaceuticals)
British Amer Tob 65.3 19.75 0.28 32.6 37.2
U.K. (Tobacco)
Deutsche Bk 49.3 52.91 0.26 74.8 –46.3
Germany (Banks)
Tesco 50.0 3.90 0.23 22.6 –2.8
U.K. (Food Retailers & Wholesalers)
SAP 63.4 34.44 0.15 32.5 –11.7
Germany (Software)
BP 190.8 5.65 ... 28.4 –6.2
U.K. (Integrated Oil & Gas)
Novartis 137.4 52.40 ... –3.6 –31.2
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 102.7 52.03 –0.13 17.2 –24.2
France (Pharmaceuticals)
Nestle S.A. 168.2 46.46 –0.13 7.0 8.7
Switzerland (Food Products)
Nokia 49.5 8.80 –0.23 –28.1 –43.6
Finland (Telecomms Equipment)
Royal Dutch Shell A 110.8 20.80 –0.36 13.6 –23.6
U.K. (Integrated Oil & Gas)

E.ON 81.0 26.95 –0.37% –1.0% –13.7%
Germany (Multiutilities)
Total S.A. 149.2 42.33 –0.39 17.4 –21.1
France (Integrated Oil & Gas)
Allianz SE 56.9 83.70 –0.40 38.3 –42.2
Germany (Full Line Insurance)
AXA S.A. 57.9 18.44 –0.46 30.3 –38.5
France (Full Line Insurance)
ArcelorMittal 59.7 25.48 –0.47 48.3 –24.7
Luxembourg (Iron & Steel)
Assicurazioni Gen 43.3 18.53 –0.54 –3.1 –31.7
Italy (Full Line Insurance)
Roche Hldg Part. Cert. 112.3 161.10 –0.56 –4.1 –26.0
Switzerland (Pharmaceuticals)
Telefonica S.A. 134.6 19.05 –0.68 41.2 26.2
Spain (Fixed Line Telecomms)
Bayer 59.2 47.68 –0.69 15.0 20.3
Germany (Specialty Chemicals)
Diageo 43.4 9.63 –0.72 9.0 –1.5
U.K. (Distillers & Vintners)
Siemens 90.0 65.55 –0.80 60.8 –8.0
Germany (Diversified Industrials)
BASF 54.1 39.16 –0.86 75.0 13.6
Germany (Commodity Chemicals)
RWE 48.2 61.32 –1.02 3.4 –20.8
Germany (Multiutilities)
GlaxoSmithKline 115.5 12.37 –1.12 9.7 –12.3
U.K. (Pharmaceuticals)
Banco Santander 139.6 11.40 –1.17 71.0 –10.2
Spain (Banks)
ENI 106.7 17.73 –1.23 15.1 –25.3
Italy (Integrated Oil & Gas)
Deutsche Telekom 62.6 9.57 –1.24 –12.4 –29.3
Germany (Mobile Telecomms)
Iberdrola S.A. 49.5 6.27 –1.26 18.3 –30.7
Spain (Conventional Electricity)
France Telecom 70.7 17.77 –1.39 –6.7 –13.6
France (Fixed Line Telecomms)
Vodafone Grp 130.8 1.38 –1.43 32.9 2.4
U.K. (Mobile Telecomms)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 0.04% 0.52% 2.4% 6.8% 8.8%
Event Driven 0.23% 1.57% 6.3% 13.4% 0.4%
Equity Market Neutral -0.51% -0.50% -2.3% -5.1% -9.7%
Equity Long/Short -0.16% 0.29% 3.0% 4.7% -1.8%

*Estimates as of 10/22/09, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 12/1 0.84 100.74% 0.01% 1.00 0.78 0.87

Eur. High Volatility: 12/1 1.42 98.03 0.01 1.76 1.34 1.50

Europe Crossover: 12/1 5.04 99.81 0.05 6.15 4.95 5.52

Asia ex-Japan IG: 12/1 1.10 99.54 0.01 1.26 0.96 1.09

Japan: 12/1 1.22 98.93 0.01 1.53 0.99 1.25

 Note: Data as of October 22

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.

Behind global deals: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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Big marketers go on hunt for new agencies
Hunger for fresh ideas points to easing of slump but may not mean better days for Madison Avenue

A long list of major marketers,
including General Motors, Yum
Brands and Emirates Airlines, are on
the prowl for new advertising firms,
a signal that the ad recession may
be easing but not necessarily a her-
ald of better days for Madison Ave-
nue.

During the economic downturn,
many companies held off on search-
ing for new ad partners. Reviews to

select a new ad
agency can be
disruptive—and
expensive.

The process can run a marketer
$50,000 to $100,000 for a domestic
review and several hundred thou-
sand dollars for a global one involv-
ing many regions, industry execu-
tives say.

Even so, the hunt appears to be
on again. “Clearly we are seeing the
beginnings of an ad recovery. The
volume of ad reviews is way up,”
says Russell Wohlwerth, principal of
Ark Advisors, a consulting firm that
matches ad firms with marketers.

Randall Weisenburger, chief fi-
nancial officer of Omnicom Group,
echoed those sentiments last week
during a call with analysts, saying
“new-business activity is improv-
ing.” New business is one of the
more important measures Wall
Street uses to analyze the health of
an agency.

But the industry isn’t celebrating
yet. Ad executives and new-business
consultants, who are hired by mar-
keters to help them find new agen-
cies, say an effort to tamp down ad
agencies’ fees is playing an increas-
ingly important part in the reviews.

“A lot of it is being driven by the
need to save money,” says Matt
Weiss, chief growth officer for In-

terpublic Group’s McCann World-
Group, North America.

“Big corporations want more for
less and are putting pressure on
agencies to cut services or cut fees
to win their business,” says Dick
Roth, who heads New York’s Roth

Associates, a new-business consult-
ing firm.

On Thursday, WPP’s JWT pulled
out of a four-way contest for United
Parcel Service’s $140 million ac-
count because the review was
largely being led by procurement

executives eager to push down
costs, according to a person familiar
with the matter.

In a memo to his top executives,
JWT Chief Executive Bob Jeffery
said the review “centered on pro-
tracted legal/contractual/financial
discussions that are not in the best
interests of JWT. In fact, the con-
tract discussions, and terms which
they are mandating, are the worst
we have seen in years.”

The memo went on to say,
“These terms would seriously com-
promise our financial credibility
with other clients if there was any
inkling that we had agreed to them.”

A spokeswoman for UPS declined
to comment.

JWT’s withdrawal is sure to sur-
prise ad executives, given the pres-
sures they face to keep revenue
coming in the door. Typically they
just try to find ways to offset the
cuts in fees by servicing the busi-
ness more efficiently.

Unilever, which spends more
than $5 billion globally a year on ad
time and space, is currently con-
ducting a global media-buying re-
view. Executives familiar with the
review say reducing the fees Uni-
lever pays its media-buying firms is
an important factor. A spokesman
for Unilever declined to comment.

There are many reasons market-
ers review their ad accounts. They
may want fresh creative ideas. A
new marketing chief may want to
bring in a shop he or she is familiar
with. And fees have always been a
factor.

But over the past few years, the
process of searching for a new ad-
vertising or media-buying firm has
dramatically changed. Companies
are involving their procurement de-
partments in the process more,
rather than leaving it up to their

marketing departments. That’s part
of a broader effort to wring costs
from advertising and marketing,
new-business consultants say.

“The chief procurement officer
has become more important than
the chief marketing officer inside
some companies,” says Joanne Da-
vis, a new-business consultant in
New York.

About 80% of reviews now in-
clude procurement departments, up
from 30% to 40% about five years
ago, consultants say. Decades ago,
ad accounts often changed hands
over a round of golf.

With the ad recession, in which
most firms have suffered steep de-
clines in revenue and cut hundreds
of jobs, new business has become
even more important. Agencies are
pulling out all the stops to land ac-
counts. When the online shoe re-
tailer Zappos.com invited pitches for
its small account earlier this year,
more than 100 ad agencies submit-
ted credentials.

The agencies went to great
lengths to impress the company,
now owned by Amazon.com. One ad
firm sent an ice cream truck to Zap-
pos. Another sent over dozens of
pizzas. One sent a huge Zappos box
filled with Red Bull energy drink, to
signal the agency would pour all its
energy into working on the account.

“New business has been tough to
come by, and dollars are thin, so
agencies are saying, ‘How do I find
a way to stand out?’ ” says Arron
Magness, business-development
manager for Zappos.

The U.S. Army is expected to put
its account up for bidding by the
end of the year, and ad firms al-
ready are in high gear. WPP’s Grey
Advertising has already sent some
of its creative executives to an ac-
tual boot camp to prepare for battle.

BY SUZANNE VRANICA

Pizza Hut, which has used Jessica Simpson in its ads, is seeking a new agency.
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Heineken’s debt crimps brewer as it eyes Femsa deal
AMSTERDAM–Femsa Cerveza

came into play at just the wrong mo-
ment for Heineken NV.

Earlier this month, Mexico-based
Fomento Economico Mexicano
SAB, or Femsa, said it was in talks
with several parties to explore op-
portunities involving its beer busi-
ness, Femsa Cerveza, adding that
“there can be no assurance that such
discussions will lead to any defini-
tive agreement.” Heineken has been
one of the companies in the talks,
along with London-based SABMiller
PLC, said people familiar with the
matter.

Heineken is under pressure to go
beyond its core strategy of selling
premium beers in Western Europe
and the U.S., where consumption is
set to flatten or even decline. Ana-
lysts say it would be better to ex-
pand into growth markets in Latin
America and Asia. But whereas ri-
vals such as Anheuser-Busch Inbev
and SABMiller have aggressively ex-
panded their presence in emerging
markets over the years, Heineken,
the world’s third-largest brewer by
volume, has lagged.

It has limited its involvement in
developing markets to a number of
leading positions in Africa, particu-
larly in Nigeria. Heineken also has

some operations in the Asia-Pacific
region, including a minority stake in
India’s biggest beer maker, United
Breweries. Still, these positions are
relatively small compared with Hei-
neken’s exposure to Europe, where it
generates about 80% of revenue.

Heineken’s acquisition of parts of
Scottish & Newcastle Ltd. last year,
in a €10.34 billion ($15.51 billion)
deal along with Denmark’s Carlsberg

A/S, extended its traditional focus
on European and U.S. beers. So far,
this takeover has had lackluster re-
sults, while also cramping Hei-
neken’s deal-making ability with
debt. In the first half of this year,
the company managed to offset
shrinking sales volumes by cutting
costs and bolstering prices.

That makes Femsa Cerveza an at-
tractive but difficult purchase for
Heineken. Femsa would give Hei-
neken access to the highly profitable
Mexican beer market and obtain the
ownership of Kaiser, a Brazilian
brewer in which the Dutch company
already holds a 17% stake. Heineken
also collaborates with the Mexican
brewer. In the U.S., Heineken has an
exclusive contract to import, market
and distribute Femsa products.

Brewers around the world have
been rapidly consolidating, and
Femsa is one of the few large com-
panies left that could give Heineken
easy access to growth in developing
markets. The Latin American beer
market is set to grow 2% between
2008 and 2010, according to data
from Canadean Ltd., a beverage-re-
search firm.

“Losing Femsa would close down
one of [Heineken’s] most obvious
options to diversify away from low-
growth Europe,” Sanford Bernstein
analyst Trevor Stirling said in a re-

cent report.
Heineken’s “positions in current

and future global profit pools are
small, nonexistent or worrying and
need to be expanded,” ING analyst
Gerard Rijk said in a report. The op-
portunity to buy Femsa “forces Hei-
neken to make a crucial decision on
its future,” he added.

The debt burden from the Scot-
tish & Newcastle deal is a constraint
to make a fully debt-funded offer.

However, any deal is likely to be
done using stock, rather than cash,
said a person familiar with the mat-
ter, meaning Femsa’s owners would
continue to have a stake in an en-
larged beer business. But if Hei-
neken issues shares to win Femsa, it
could dilute the majority share the
Heineken family indirectly owns and
which it is unlikely to give up.

The Heineken family owns Hei-

neken through a 58% stake in Hei-
neken Holding NV, which in turn
holds 50.01% of the beer company.

Still, the family has enough op-
tions to issue new shares and still
retain control, analysts say. ING’s
Mr. Rijk reckons the Heineken family
could cut its stake in the holding
company to about 50%, while allow-
ing Femsa’s owners to acquire 8%.

Mr. Stirling suggests the Hei-
neken family establish a new share-
holding entity, which will have a ma-
jority stake in the company and into
which both Femsa and Heineken
Holding can pool their shares. A
similar structure was established af-
ter the 2004 merger of Belgium’s In-
terbrew with Brazil’s AmBev, in
which the owners of Interbrew kept
a majority stake.

Meanwhile, Heineken faces stiff
competition from rival SABMiller,
which is in a better position to buy
Femsa Cerveza because of its stron-
ger balance sheet and large presence
in Latin America, Mr. Rijk said. SAB-
Miller declined to comment.

Heineken declined to comment
on a possible bid for Femsa Cerveza.
On its Web site, the company says it
aims to reduce its dependency on
mature markets by acquiring new
businesses in emerging markets.
Heineken will publish a third-quar-
ter sales update Wednesday.

BY MAARTEN VAN TARTWIJK

Source: the company

Old world
Heineken depends on mature
markets for much of its revenue,
first-half 2009 revenue sources
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Amid the beer industry’s

consolidation, Femsa is one

of the few large companies

left that could give Heineken

easy access to growth in

developing markets.
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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.

2.22% 2 DJ Global Index -a % % 223.60 –0.67% 38.9% 4.12% 14 U.S. Select Dividend -b % % 619.26 –1.44% 6.8%

1.88% 20 Global Dow 1216.90 –0.76% 15.2% 1940.90 –0.69% 35.9% 3.97% 17 Infrastructure 1346.40 –0.97% 6.2% 1927.70 –0.90% 25.2%

2.75% 47 Stoxx 600 244.90 –0.54% 23.2% 274.67 –0.47% 45.2% 1.42% 9 Luxury 845.50 –0.95% 41.4% 1076.43 –0.89% 66.8%

2.89% 36 Stoxx Large 200 261.00 –0.56% 20.2% 291.15 –0.49% 41.7% 5.62% 6 BRIC 50 424.90 0.71% 97.1% 608.33 0.79% 132.5%

2.12% -63 Stoxx Mid 200 231.10 –0.50% 37.8% 257.75 –0.43% 62.5% 2.76% 15 Africa 50 747.60 –0.05% 16.2% 712.56 0.02% 37.0%

2.15% 150 Stoxx Small 200 147.20 –0.43% 43.1% 164.14 –0.36% 68.8% 3.21% 10 GCC % % 1523.36 –0.09% –19.3%

2.77% 40 Euro Stoxx 270.50 –0.49% 26.0% 303.41 –0.42% 48.6% 2.71% 18 Sustainability 792.20 –0.72% 17.9% 1004.47 –0.65% 39.0%

2.89% 34 Euro Stoxx Large 200 286.20 –0.53% 23.8% 319.03 –0.46% 46.0% 2.18% 14 Islamic Market -a % % 1910.50 –0.72% 40.9%

2.20% 76 Euro Stoxx Mid 200 258.90 –0.33% 34.7% 288.50 –0.26% 58.8% 2.54% 14 Islamic Market 100 1589.10 –0.70% 8.5% 2042.40 –0.63% 27.9%

2.26% -52 Euro Stoxx Small 200 165.10 –0.15% 43.7% 183.85 –0.08% 69.4% 2.54% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1436.40 –0.82% 17.0% 1846.11 –0.75% 37.9% 1.86% 22 DJ U.S. TSM % % 11117.49 –1.26% 26.2%

3.96% 15 Euro Stoxx Select Div 30 1703.30 –0.63% 23.5% 2197.54 –0.56% 45.6% % DJ-UBS Commodity 125.90 –0.52% –7.7% 137.32 –0.45% 8.8%

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

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

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

Australia 1.0814 1.7667 1.0730 0.1590 0.0373 0.1952 0.0118 0.2930 1.6245 0.2182 1.0291 ...

 Canada 1.0509 1.7167 1.0427 0.1545 0.0363 0.1897 0.0114 0.2847 1.5785 0.2120 ... 0.9717

 Denmark 4.9568 8.0977 4.9182 0.7287 0.1711 0.8946 0.0539 1.3431 7.4459 ... 4.7169 4.5836

 Euro 0.6657 1.0875 0.6605 0.0979 0.0230 0.1201 0.0072 0.1804 ... 0.1343 0.6335 0.6156

 Israel 3.6905 6.0290 3.6618 0.5425 0.1274 0.6660 0.0401 ... 5.5437 0.7445 3.5119 3.4126

 Japan 91.9350 150.1896 91.2189 13.5147 3.1736 16.5921 ... 24.9113 138.1002 18.5472 87.4863 85.0123

 Norway 5.5409 9.0519 5.4977 0.8145 0.1913 ... 0.0603 1.5014 8.3233 1.1178 5.2728 5.1237

 Russia 28.9685 47.3244 28.7429 4.2584 ... 5.2281 0.3151 7.8495 43.5150 5.8442 27.5667 26.7872

 Sweden 6.8026 11.1131 6.7496 ... 0.2348 1.2277 0.0740 1.8433 10.2185 1.3724 6.4734 6.2904

 Switzerland 1.0079 1.6465 ... 0.1482 0.0348 0.1819 0.0110 0.2731 1.5139 0.2033 0.9591 0.9320

 U.K. 0.6121 ... 0.6074 0.0900 0.0211 0.1105 0.0067 0.1659 0.9195 0.1235 0.5825 0.5660

 U.S. ... 1.6337 0.9922 0.1470 0.0345 0.1805 0.0109 0.2710 1.5021 0.2017 0.9516 0.9247

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 397.75 –5.75 –1.43% 707.00 302.00
Soybeans (cents/bu.) CBOT 1007.50 0.50 0.05% 1,315.00 794.00
Wheat (cents/bu.) CBOT 547.75 –4.00 –0.72 1,155.75 439.25
Live cattle (cents/lb.) CME 87.400 0.025 0.03 116.900 83.400
Cocoa ($/ton) ICE-US 3,365 –27 –0.80 3,412 1,961
Coffee (cents/lb.) ICE-US 137.15 –6.50 –4.52 189.00 112.00
Sugar (cents/lb.) ICE-US 23.12 0.04 0.17 26.25 11.91
Cotton (cents/lb.) ICE-US 67.38 –1.17 –1.71 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,238.00 28 1.27 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,174 15 0.69 2,193 1,187
Robusta coffee ($/ton) LIFFE 1,363 –74 –5.15 2,256 1,275

Copper (cents/lb.) COMEX 303.45 3.65 1.22 378.00 131.15
Gold ($/troy oz.) COMEX 1056.40 –2.20 –0.21 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1772.30 17.80 1.01 2,200.00 740.00
Aluminum ($/ton) LME 1,983.00 unch. unch. 2,160.00 1,288.00
Tin ($/ton) LME 14,900.00 400.00 2.76 15,700.00 9,750.00
Copper ($/ton) LME 6,645.00 50.00 0.76 6,645.00 2,815.00
Lead ($/ton) LME 2,435.00 –1.00 –0.04 2,459.50 870.00
Zinc ($/ton) LME 2,290.00 32.00 1.42 2,290.00 1,065.00
Nickel ($/ton) LME 19,500 unch. unch. 21,150 9,000

Crude oil ($/bbl.) NYMEX 80.50 –0.69 –0.85 146.86 22.50
Heating oil ($/gal.) NYMEX 2.1046 –0.0197 –0.93 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 2.0524 –0.0031 –0.15 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 5.484 –0.133 –2.37 12.750 4.340
Brent crude ($/bbl.) ICE-EU 78.92 –0.59 –0.74 149.27 45.99
Gas oil ($/ton) ICE-EU 651.75 –8.50 –1.29 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 23
Per In

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

Argentina peso-a 5.7375 0.1743 3.8195 0.2618

Brazil real 2.5770 0.3880 1.7156 0.5829

Canada dollar 1.5785 0.6335 1.0509 0.9516
1-mo. forward 1.5785 0.6335 1.0508 0.9516

3-mos. forward 1.5786 0.6335 1.0509 0.9516
6-mos. forward 1.5789 0.6334 1.0511 0.9514

Chile peso 797.57 0.001254 530.95 0.001883
Colombia peso 2894.87 0.0003454 1927.15 0.0005189

Ecuador US dollar-f 1.5021 0.6657 1 1
Mexico peso-a 19.5392 0.0512 13.0075 0.0769

Peru sol 4.3097 0.2320 2.8690 0.3486
Uruguay peso-e 31.170 0.0321 20.750 0.0482

U.S. dollar 1.5021 0.6657 1 1
Venezuela bolivar 3.23 0.310023 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6245 0.6156 1.0814 0.9247
China yuan 10.2575 0.0975 6.8286 0.1464

Hong Kong dollar 11.6417 0.0859 7.7501 0.1290
India rupee 69.7373 0.0143 46.4250 0.0215

Indonesia rupiah 14165 0.0000706 9430 0.0001061
Japan yen 138.10 0.007241 91.94 0.010877

1-mo. forward 138.08 0.007242 91.92 0.010879
3-mos. forward 138.02 0.007245 91.88 0.010883

6-mos. forward 137.91 0.007251 91.81 0.010892
Malaysia ringgit-c 5.0810 0.1968 3.3825 0.2956

New Zealand dollar 1.9892 0.5027 1.3242 0.7552
Pakistan rupee 124.979 0.0080 83.200 0.0120

Philippines peso 70.376 0.0142 46.850 0.0213
Singapore dollar 2.0935 0.4777 1.3937 0.7175

South Korea won 1786.28 0.0005598 1189.15 0.0008409
Taiwan dollar 48.655 0.02055 32.390 0.03087
Thailand baht 50.224 0.01991 33.435 0.02991

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

Euro zone euro 1 1 0.6657 1.5022

1-mo. forward 1.0001 0.9999 0.6658 1.5021

3-mos. forward 1.0003 0.9997 0.6659 1.5017

6-mos. forward 1.0009 0.9991 0.6663 1.5008

Czech Rep. koruna-b 25.917 0.0386 17.254 0.0580

Denmark krone 7.4459 0.1343 4.9568 0.2017

Hungary forint 267.04 0.003745 177.77 0.005625

Norway krone 8.3233 0.1201 5.5409 0.1805

Poland zloty 4.1723 0.2397 2.7776 0.3600

Russia ruble-d 43.515 0.02298 28.969 0.03452

Sweden krona 10.2185 0.0979 6.8026 0.1470

Switzerland franc 1.5139 0.6605 1.0079 0.9922

1-mo. forward 1.5136 0.6607 1.0076 0.9924

3-mos. forward 1.5130 0.6610 1.0072 0.9929

6-mos. forward 1.5118 0.6615 1.0064 0.9936

Turkey lira 2.2034 0.4539 1.4668 0.6818

U.K. pound 0.9195 1.0875 0.6121 1.6337

1-mo. forward 0.9197 1.0873 0.6122 1.6333

3-mos. forward 0.9200 1.0870 0.6124 1.6328

6-mos. forward 0.9203 1.0866 0.6126 1.6323

MIDDLE EAST/AFRICA
Bahrain dinar 0.5663 1.7658 0.3770 2.6524

Egypt pound-a 8.2102 0.1218 5.4656 0.1830

Israel shekel 5.5437 0.1804 3.6905 0.2710

Jordan dinar 1.0631 0.9407 0.7077 1.4130

Kuwait dinar 0.4291 2.3305 0.2857 3.5008

Lebanon pound 2255.48 0.0004434 1501.50 0.0006660

Saudi Arabia riyal 5.6336 0.1775 3.7504 0.2666

South Africa rand 11.2105 0.0892 7.4630 0.1340

United Arab dirham 5.5163 0.1813 3.6723 0.2723

SDR -f 0.9404 1.0634 0.6260 1.5973

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 600 244.89 –1.34 –0.54% 24.4% 23.2%

 21 DJ Stoxx 50 2474.44 –16.12 –0.65 19.8% 16.8%

 40 Euro Zone DJ Euro Stoxx 270.51 –1.32 –0.49 21.4% 26.0%

 18 DJ Euro Stoxx 50 2886.08 –16.11 –0.56 17.7% 23.7%

 17 Austria ATX 2681.19 10.88 0.41% 53.1% 44.4%

 15 Belgium Bel-20 2547.34 –9.21 –0.36 33.5% 32.8%

 12 Czech Republic PX 1175.2 24.0 2.08 36.9% 56.4%

 19 Denmark OMX Copenhagen 316.25 2.28 0.73 39.8% 33.9%

 18 Finland OMX Helsinki 6167.70 –20.42 –0.33 14.1% 6.1%

 16 France CAC-40 3808.24 –12.61 –0.33 18.3% 19.2%

 20 Germany DAX 5740.25 –22.68 –0.39 19.3% 33.6%

 … Hungary BUX 21303.09 Closed 74.0% 78.8%

 18 Ireland ISEQ 3145.72 –36.05 –1.13 34.2% 18.7%

 13 Italy FTSE MIB 23420.56 –392.85 –1.65 20.4% 17.8%

 … Netherlands AEX 320.14 –0.55 –0.17 30.2% 30.2%

 15 Norway All-Shares 392.05 –1.50 –0.38 45.1% 46.1%

 17 Poland WIG 40262.94 590.45 1.49 47.9% 59.2%

 16 Portugal PSI 20 8646.50 –41.11 –0.47 36.4% 44.9%

 … Russia RTSI 1461.30 12.96 0.89% 131.3% 166.0%

 11 Spain IBEX 35 11739.8 –88.8 –0.75% 27.7% 40.5%

 15 Sweden OMX Stockholm 290.36 1.77 0.61 42.2% 55.5%

 14 Switzerland SMI 6378.06 –27.85 –0.43 15.2% 12.4%

 9 Turkey ISE National 100 51380.65 363.81 0.71 91.3% 112.5%

 14 U.K. FTSE 100 5242.57 35.21 0.68 18.2% 35.0%

 37 ASIA-PACIFIC DJ Asia-Pacific 122.10 0.26 0.21 30.5% 44.5%

 … Australia SPX/ASX 200 4859.4 46.6 0.97 30.5% 25.6%

 33 China CBN 600 27312.23 493.39 1.84 85.0% 92.7%

 21 Hong Kong Hang Seng 22589.73 379.21 1.71 57.0% 79.0%

 19 India Sensex 16810.81 21.07 0.13 74.3% 93.2%

 … Japan Nikkei Stock Average 10282.99 15.82 0.15 16.1% 34.4%

 … Singapore Straits Times 2715.34 33.37 1.24 54.1% 69.7%

 11 South Korea Kospi 1640.17 9.84 0.60 45.9% 74.7%

 1 AMERICAS DJ Americas 286.46 –3.67 –1.26 26.7% 31.6%

 … Brazil Bovespa 65058.84 –1076.13 –1.63 73.3% 106.7%

 20 Mexico IPC 30617.68 –144.08 –0.47 36.8% 80.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 23, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 24 ALL COUNTRY (AC) WORLD* 297.23 –0.09% 30.5% 0.8%

2.50% 25 World (Developed Markets) 1,163.50 –0.00% 26.4% –1.6%

2.30% 26 World ex-EMU 135.07 0.22% 25.5% –2.3%

2.40% 28 World ex-UK 1,159.14 0.14% 25.5% –1.7%

3.00% 26 EAFE 1,600.60 –1.07% 29.4% 3.1%

2.20% 19 Emerging Markets (EM) 961.45 –0.70% 69.6% 22.2%

3.50% 17 EUROPE 85.66 –1.17% 23.4% –4.3%

3.70% 19 EMU 186.74 –1.11% 31.4% 2.1%

3.30% 21 Europe ex-UK 94.94 –1.12% 22.4% –2.8%

4.10% 15 Europe Value 98.39 –1.29% 26.9% –2.9%

2.80% 19 Europe Growth 72.39 –1.05% 19.8% –5.8%

2.50% 18 Europe Small Cap 157.20 –1.43% 55.7% 8.6%

2.10% 10 EM Europe 275.98 –1.27% 73.8% –5.6%

3.80% 12 UK 1,548.81 –0.94% 17.8% 6.4%

2.70% 21 Nordic Countries 131.75 –1.52% 34.3% –0.7%

1.50% 9 Russia 754.94 –1.40% 83.2% –6.7%

2.90% 13 South Africa 700.10 0.85% 20.9% 12.2%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 406.91 –1.22% 64.5% 26.0%

1.30% -41 Japan 563.46 –0.55% 6.3% –17.5%

2.00% 19 China 64.23 –0.33% 57.5% 39.9%

0.90% 20 India 673.62 –1.52% 82.4% 32.4%

0.80% 26 Korea 459.13 –1.60% 49.6% 14.7%

2.70% 415 Taiwan 275.73 –1.29% 59.0% 23.2%

1.90% 32 US BROAD MARKET 1,211.57 1.07% 23.3% –5.4%

1.30% -17 US Small Cap 1,639.59 1.49% 31.5% –4.2%

3.30% 15 EM LATIN AMERICA 4,034.01 0.95% 94.2% 26.6%

*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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EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/20 SAR 6.33 33.5 2.7 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/22 USD 348.53 42.0 58.8 6.2
Sel Emerg Mkt Equity GL EQ GGY 10/22 USD 209.63 60.0 68.0 –11.7
Sel Euro Equity EUR US EQ GGY 10/22 EUR 96.70 31.5 15.3 –20.6
Sel European Equity EU EQ GGY 10/22 USD 192.36 39.9 40.2 –18.3
Sel Glob Equity GL EQ GGY 10/22 USD 191.74 33.5 32.7 –18.0
Sel Glob Fxd Inc GL BD GGY 10/22 USD 142.53 10.5 12.5 –1.0
Sel Pacific Equity AS EQ GGY 10/22 USD 149.78 65.7 63.0 –8.0
Sel US Equity US EQ GGY 10/22 USD 123.10 22.2 22.5 –16.2
Sel US Sm Cap Eq US EQ GGY 10/22 USD 172.21 31.7 30.8 –16.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/22 EUR 28.75 9.6 –14.7 –42.4
MP-TURKEY.SI OT OT SVN 10/22 EUR 32.61 67.0 64.7 –19.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/22 EUR 3.57 70.0 7.5 –37.3
Parex Eastern Europ Bal OT OT LVA 10/22 EUR 13.27 54.7 23.6 –2.6
Parex Eastern Europ Bd EU BD LVA 10/22 USD 14.35 64.6 34.4 2.9
Parex Russian Eq EE EQ LVA 10/22 USD 20.06 131.6 104.1 –16.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 10/22 EUR 109.16 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/23 USD 170.29 53.6 65.5 –18.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/23 USD 162.33 52.5 64.1 –19.4
PF (LUX)-Biotech-Pca OT EQ LUX 10/22 USD 281.45 –1.3 1.7 –10.2
PF (LUX)-CHF Liq-Pca CH MM LUX 10/22 CHF 124.22 0.2 0.4 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/22 CHF 93.76 0.2 0.4 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/22 USD 111.64 37.3 48.2 –8.4
PF (LUX)-East Eu-Pca EU EQ LUX 10/22 EUR 305.46 128.8 94.2 –20.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/23 USD 520.86 71.2 83.8 –15.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/22 EUR 97.98 28.2 20.8 –16.5
PF (LUX)-EUR Bds-Pca EU BD LUX 10/22 EUR 383.01 2.6 3.8 2.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/22 EUR 291.46 2.6 3.7 2.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/22 EUR 146.00 16.9 19.0 4.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/22 EUR 102.64 16.9 19.0 4.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/22 EUR 142.85 58.4 47.0 –1.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/22 EUR 82.81 58.4 47.0 –1.6
PF (LUX)-EUR Liq-Pca EU MM LUX 10/22 EUR 135.91 1.0 1.6 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/22 EUR 97.95 0.9 1.6 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/22 EUR 102.39 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/22 EUR 101.02 0.5 1.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/22 EUR 395.69 29.3 22.2 –21.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/22 EUR 128.33 26.9 19.5 –18.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/22 USD 243.89 28.7 55.7 11.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/22 USD 165.91 28.7 55.7 11.0
PF (LUX)-Gr China-Pca AS EQ LUX 10/23 USD 337.05 58.4 68.7 –15.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/23 USD 352.98 84.2 80.2 –13.0
PF (LUX)-Jap Index-Pca JP EQ LUX 10/23 JPY 8738.09 7.3 4.9 –23.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/23 JPY 7666.13 5.0 –0.6 –28.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/23 JPY 7444.40 4.5 –1.2 –28.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/23 JPY 4363.59 11.1 9.0 –24.0
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/21 USD 51.47 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/23 USD 276.75 74.8 75.3 –8.6
PF (LUX)-Piclife-Pca CH BA LUX 10/22 CHF 779.97 13.1 11.8 –5.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/22 EUR 60.68 37.5 26.4 –14.6
PF (LUX)-Rus Eq-Pca OT OT LUX 10/22 USD 64.44 182.1 153.1 NS
PF (LUX)-Security-Pca GL EQ LUX 10/22 USD 95.89 34.2 38.0 –10.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/22 EUR 446.98 37.0 26.3 –18.5
PF (LUX)-Timber-Pca OT OT LUX 10/22 USD 99.90 48.3 37.1 NS
PF (LUX)-US Eq-Ica US EQ LUX 10/22 USD 101.81 24.7 26.0 –11.6
PF (LUX)-USA Index-Pca US EQ LUX 10/22 USD 88.65 22.3 23.7 –13.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/22 USD 512.93 –3.3 4.4 5.3
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/22 USD 376.38 –3.3 4.4 5.3

PF (LUX)-USD Liq-Pca US MM LUX 10/22 USD 131.02 0.6 1.0 1.9
PF (LUX)-USD Liq-Pdi US MM LUX 10/22 USD 85.55 0.6 1.0 1.9
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/22 USD 101.56 0.3 0.7 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/22 USD 100.85 0.3 0.8 NS
PF (LUX)-Water-Pca GL EQ LUX 10/22 EUR 114.53 11.2 6.5 –14.7
PF (LUX)-WldGovBds-Pca GL BD LUX 10/23 USD 168.73 2.4 13.0 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/23 USD 139.66 2.4 13.0 8.3

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 10/22 USD 12.50 59.4 55.1 –9.4
Japan Fund USD JP EQ IRL 10/23 USD 16.44 11.9 39.4 –4.2
Polar Healthcare Class I USD OT OT IRL 10/22 USD 12.48 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/22 USD 12.48 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 10/21 USD 121.71 116.1 83.9 –2.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/22 EUR 688.40 22.2 17.5 –17.7
Core Eurozone Eq B EU EQ IRL 10/22 EUR 818.56 24.5 23.2 NS
Euro Fixed Income A EU BD IRL 10/22 EUR 1225.50 8.3 7.1 –1.8
Euro Fixed Income B EU BD IRL 10/22 EUR 1306.81 8.8 7.8 –1.2
Euro Small Cap A EU EQ IRL 10/22 EUR 1184.90 39.8 24.0 –21.8
Euro Small Cap B EU EQ IRL 10/22 EUR 1267.77 40.4 24.8 –21.3
Eurozone Agg Eq A EU EQ IRL 10/22 EUR 651.61 31.1 25.9 –18.9
Eurozone Agg Eq B EU EQ IRL 10/22 EUR 935.35 31.8 26.6 –18.5
Glbl Bd (EuroHdg) A GL BD IRL 10/22 EUR 1360.82 13.7 13.1 2.4
Glbl Bd (EuroHdg) B GL BD IRL 10/22 EUR 1442.72 14.2 13.8 3.1
Glbl Bd A EU BD IRL 10/22 EUR 1064.34 8.5 4.1 1.5
Glbl Bd B EU BD IRL 10/22 EUR 1132.24 9.1 4.8 2.1
Glbl Real Estate A OT EQ IRL 10/22 USD 886.70 33.0 25.1 –19.6
Glbl Real Estate B OT EQ IRL 10/22 USD 913.09 33.7 25.8 –19.1
Glbl Real Estate EH-A OT EQ IRL 10/22 EUR 787.14 25.5 15.5 –21.4
Glbl Real Estate SH-B OT EQ IRL 10/22 GBP 74.01 24.8 14.9 –21.0
Glbl Strategic Yield A EU BD IRL 10/22 EUR 1551.93 37.3 32.0 1.2
Glbl Strategic Yield B EU BD IRL 10/22 EUR 1658.88 38.0 32.8 1.9
Japan Equity A JP EQ IRL 10/22 JPY 11707.86 13.3 9.7 –23.8
Japan Equity B JP EQ IRL 10/22 JPY 12464.43 13.8 10.3 –23.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/22 USD 2229.20 73.3 70.8 –8.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/22 USD 2376.28 74.2 71.8 –8.3
Pan European Eq A EU EQ IRL 10/22 EUR 947.78 31.9 24.9 –18.0
Pan European Eq B EU EQ IRL 10/22 EUR 1009.18 32.5 25.7 –17.5
US Equity A US EQ IRL 10/22 USD 860.05 28.5 26.7 –14.6
US Equity B US EQ IRL 10/22 USD 919.77 29.2 27.4 –14.0
US Small Cap A US EQ IRL 10/22 USD 1261.56 25.5 24.2 –16.7
US Small Cap B US EQ IRL 10/22 USD 1350.04 26.1 24.9 –16.2

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/23 EUR 14.23 0.7 7.2 12.1
Asset Sele C H-CHF OT OT LUX 10/23 CHF 98.73 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/23 GBP 99.93 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/23 JPY 9926.12 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/23 NOK 113.91 1.2 8.3 NS
Asset Sele C H-SEK OT OT LUX 10/23 SEK 142.81 0.2 7.3 12.5
Asset Sele C H-USD OT OT LUX 10/23 USD 99.85 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/23 SEK 134.02 0.2 7.3 NS
Choice Global Value -C- GL EQ LUX 10/23 SEK 73.61 22.3 17.3 –23.0
Choice Global Value -D- OT OT LUX 10/23 SEK 70.52 22.3 17.3 –23.0
Choice Global Value -I- OT OT LUX 10/23 EUR 6.44 32.2 16.4 –26.2
Choice Japan Fd -C- OT OT LUX 10/23 JPY 47.02 4.6 4.0 –25.4
Choice Japan Fd -D- OT OT LUX 10/23 JPY 42.28 4.6 4.0 –25.4
Choice Jpn Chance/Risk JP EQ LUX 10/23 JPY 50.63 13.0 10.3 –27.4
Choice NthAmChance/Risk US EQ LUX 10/23 USD 3.86 37.9 32.7 –14.2
Ethical Europe Fd OT OT LUX 10/23 EUR 1.92 28.5 20.6 –22.6
Europe 1 Fd OT OT LUX 10/23 EUR 2.76 32.2 24.1 –22.5
Europe 3 Fd EU EQ LUX 10/23 EUR 3.93 28.8 21.9 –23.5
Global Chance/Risk Fd GL EQ LUX 10/23 EUR 0.57 22.5 14.9 –17.4
Global Fd -C- OT OT LUX 10/23 USD 2.13 27.8 29.3 –16.5
Global Fd -D- OT OT LUX 10/23 USD 1.33 27.8 NS NS
Nordic Fd OT OT LUX 10/23 EUR 5.44 34.2 36.7 –13.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/23 USD 7.30 61.1 80.8 –12.7
Choice Asia ex. Japan -D- OT OT LUX 10/23 USD 1.29 61.1 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/23 EUR 10.40 –4.7 –5.8 0.4

Currency Alpha EUR -RC- OT OT LUX 10/23 EUR 10.31 –5.1 –6.3 0.0
Currency Alpha SEK -ID- OT OT LUX 10/23 SEK 96.66 –8.5 –9.7 NS
Currency Alpha SEK -RC- OT OT LUX 10/23 SEK 105.08 –5.1 –6.3 0.0
Generation Fd 80 OT OT LUX 10/23 SEK 7.52 17.8 18.8 –12.9
Nordic Focus EUR NO EQ LUX 10/23 EUR 75.86 52.1 42.3 NS
Nordic Focus NOK NO EQ LUX 10/23 NOK 78.49 52.1 42.3 NS
Nordic Focus SEK NO EQ LUX 10/23 SEK 83.05 52.1 42.3 NS
Russia Fd OT OT LUX 10/23 EUR 8.67 159.8 129.6 –13.0

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/23 USD 1.77 27.6 26.2 –14.7
Ethical Glbl Fd -C- OT OT LUX 10/23 USD 0.84 20.9 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/23 USD 0.81 36.1 37.6 –14.4
Ethical Sweden Fd NO EQ LUX 10/23 SEK 40.09 45.4 53.0 –6.6
Index Linked Bd Fd SEK OT BD LUX 10/23 SEK 13.14 3.2 5.6 5.0
Medical Fd OT EQ LUX 10/23 USD 3.11 8.4 9.7 –9.3
Short Medium Bd Fd SEK NO MM LUX 10/23 SEK 8.81 1.1 2.0 2.4
Technology Fd -C- OT OT LUX 10/23 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/23 USD 2.41 54.9 49.1 –9.1
World Fd -C- OT OT LUX 10/23 USD 29.06 NS NS NS
World Fd -D- OT OT LUX 10/23 USD 2.20 37.5 42.6 –9.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/23 EUR 1.27 0.0 0.6 1.1
Short Bond Fd EUR -D- OT OT LUX 10/23 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/23 SEK 21.95 1.8 2.9 2.6
Short Bond Fd USD US MM LUX 10/23 USD 2.49 –0.3 0.3 1.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/22 SEK 10.34 2.8 3.9 0.8
Alpha Bond Fd SEK -B- NO BD LUX 10/22 SEK 8.95 2.8 3.9 0.8
Alpha Bond Fd SEK -C- NO BD LUX 10/23 SEK 25.85 2.5 3.4 0.6
Alpha Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.05 2.5 3.4 0.6
Alpha Short Bd SEK -A- NO MM LUX 10/22 SEK 11.09 2.6 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/22 SEK 10.14 2.6 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/23 SEK 21.68 2.5 3.6 2.9
Alpha Short Bd SEK -D- NO MM LUX 10/23 SEK 8.21 2.5 3.6 2.9
Bond Fd SEK -C- NO BD LUX 10/23 SEK 42.59 2.5 7.3 6.4
Bond Fd SEK -D- NO BD LUX 10/23 SEK 12.37 2.6 7.4 5.8
Corp. Bond Fd EUR -C- EU BD LUX 10/23 EUR 1.25 14.9 16.5 2.4
Corp. Bond Fd EUR -D- EU BD LUX 10/23 EUR 0.96 15.0 17.0 2.2
Corp. Bond Fd SEK -C- NO BD LUX 10/23 SEK 12.44 15.8 16.9 1.0
Corp. Bond Fd SEK -D- NO BD LUX 10/23 SEK 9.40 15.8 16.9 1.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/23 EUR 103.56 –0.3 6.9 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/23 EUR 107.91 4.2 11.6 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 10/23 SEK 1100.24 4.2 11.6 NS
Flexible Bond Fd -C- NO BD LUX 10/23 SEK 21.36 2.4 4.9 4.3
Flexible Bond Fd -D- NO BD LUX 10/23 SEK 11.68 2.4 4.9 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/23 USD 2.65 72.1 92.2 –10.4
Eastern Europe Fd OT OT LUX 10/23 EUR 2.51 45.8 46.3 –20.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/23 SEK 27.99 66.8 73.2 –13.2
Eastern Europe SmCap Fd OT OT LUX 10/23 EUR 2.52 91.9 53.9 –20.7
Europe Chance/Risk Fd EU EQ LUX 10/23 EUR 1019.01 33.6 24.7 –24.5
Listed Private Equity -C- OT OT LUX 10/23 EUR 128.04 55.5 –5.4 NS
Listed Private Equity -IC- OT OT LUX 10/23 EUR 75.52 82.8 11.4 NS
Listed Private Equity -ID- OT OT LUX 10/23 EUR 73.25 77.6 8.1 NS
Nordic Small Cap -C- OT OT LUX 10/23 EUR 127.88 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/23 EUR 128.20 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/23 SEK 79.33 –0.9 –7.0 –14.7
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/23 EUR 101.09 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/23 SEK 101.09 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/23 USD 102.36 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/23 SEK 72.47 –1.0 –7.0 –15.9
Asset Sele Opp C H NOK OT OT LUX 10/23 NOK 107.06 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/23 SEK 105.93 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/23 EUR 106.91 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/23 GBP 107.25 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/23 SEK 106.73 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/23 EUR 103.95 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/23 GBP 104.48 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/23 GBP 104.17 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/15 USD 1123.28 19.5 –8.0 –16.1
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 10/22 EUR 29.50 4.0 7.5 1.0
Bonds Eur Corp A OT OT LUX 10/21 EUR 22.97 10.8 16.9 1.7
Bonds Eur Hi Yld A OT OT LUX 10/21 EUR 20.48 54.0 38.9 –3.2

Bonds EURO A OT OT LUX 10/22 EUR 41.05 4.0 8.3 5.3
Bonds Europe A OT OT LUX 10/22 EUR 39.08 3.2 7.1 4.4

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 10/21 USD 36.70 16.4 18.2 9.0
Bonds World A OT OT LUX 10/22 USD 43.32 8.8 18.1 9.3

Eq. China A OT OT LUX 10/22 USD 23.30 55.9 80.1 –21.2
Eq. ConcentratedEuropeA OT OT LUX 10/22 EUR 26.32 27.8 26.4 –20.9

Eq. Eastern Europe A OT OT LUX 10/22 EUR 22.87 73.1 55.6 –26.9
Eq. Equities Global Energy OT OT LUX 10/22 USD 18.57 30.3 41.3 –12.2
Eq. Euroland A OT OT LUX 10/22 EUR 10.63 16.0 14.3 –23.0

Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/22 EUR 17.22 25.4 28.9 –17.9

Eq. EurolandFinancialA OT OT LUX 10/22 EUR 12.26 45.6 23.9 –20.6
Eq. Glbl Emg Cty A OT OT LUX 10/22 USD 9.63 61.1 68.8 –15.8

Eq. Global A OT OT LUX 10/22 USD 27.68 31.6 36.1 –16.2
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 10/22 USD 30.14 44.1 148.4 –0.7

Eq. Japan Sm Cap A OT OT LUX 10/22 JPY 1122.97 24.0 29.1 –23.2
Eq. Japan Target A OT OT LUX 10/23 JPY 1704.78 8.9 17.8 –11.7

Eq. Pacific A OT OT LUX 10/22 USD 10.14 58.8 57.1 –15.9
Eq. US ConcenCore A OT OT LUX 10/22 USD 21.55 32.7 32.3 –10.0
Eq. US Lg Cap Gr A OT OT LUX 10/22 USD 14.92 38.3 31.6 –14.2

Eq. US Mid Cap A OT OT LUX 10/22 USD 28.81 43.8 46.0 –15.3
Eq. US Multi Strg A OT OT LUX 10/22 USD 21.04 31.7 28.2 –15.6

Eq. US Rel Val A OT OT LUX 10/22 USD 20.44 31.6 27.7 –17.5
Eq. US Sm Cap Val A OT OT LUX 10/22 USD 16.02 23.8 9.3 –23.0
Eq. US Value Opp A OT OT LUX 10/22 USD 16.18 24.9 18.0 –22.3

Money Market EURO A OT OT LUX 10/22 EUR 27.38 0.9 1.7 3.0
Money Market USD A OT OT LUX 10/22 USD 15.83 0.5 1.0 2.1

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/23 JPY 9227.00 7.2 7.6 –31.3

YMR-N Small Cap Fund OT OT IRL 10/23 JPY 7253.00 13.0 26.8 –29.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/23 JPY 6216.00 5.3 1.7 –30.8
Yuki 77 Growth JP EQ IRL 10/23 JPY 5791.00 –2.1 –11.0 –36.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/23 JPY 6739.00 8.0 3.6 –29.9

Yuki Chugoku JpnLowP JP EQ IRL 10/23 JPY 8043.00 –1.8 3.8 –27.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/23 JPY 4577.00 0.6 –4.1 –32.2
Yuki Hokuyo Jpn Inc JP EQ IRL 10/23 JPY 5198.00 –1.5 –4.7 –26.2

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/23 JPY 5311.00 12.9 27.3 –26.6

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/23 JPY 4351.00 2.4 –5.7 –35.0

Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/23 JPY 4770.00 6.2 –3.1 –34.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/23 JPY 6727.00 10.3 2.9 –30.4
Yuki Mizuho Jpn Gen OT OT IRL 10/23 JPY 8593.00 7.1 2.0 –31.0

Yuki Mizuho Jpn Gro OT OT IRL 10/23 JPY 6379.00 2.0 3.6 –33.0
Yuki Mizuho Jpn Inc OT OT IRL 10/23 JPY 7469.00 –6.1 –7.7 –29.1

Yuki Mizuho Jpn Lg Cap OT OT IRL 10/23 JPY 5124.00 2.8 –3.1 –30.0
Yuki Mizuho Jpn LowP OT OT IRL 10/23 JPY 11969.00 5.6 12.6 –24.0
Yuki Mizuho Jpn PGth OT OT IRL 10/23 JPY 8042.00 5.3 2.8 –33.8

Yuki Mizuho Jpn SmCp OT OT IRL 10/23 JPY 7447.00 21.4 33.7 –28.7
Yuki Mizuho Jpn Val Sel OT OT IRL 10/23 JPY 5744.00 10.6 10.0 –25.9

Yuki Mizuho Jpn YoungCo OT OT IRL 10/23 JPY 3090.00 29.5 26.2 –33.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/23 JPY 5414.00 6.2 0.4 –32.8

Continued from previous page

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

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 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 10/21 EUR 68.32 –21.5 –27.1 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 09/30 EUR 91.83 8.2 1.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 09/30 EUR 91.15 7.8 1.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 09/30 EUR 101.20 11.7 8.1 NS
Key Hedge EUR-RC- OT OT LUX 09/30 EUR 100.55 11.3 7.5 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 09/30 EUR 95.70 12.9 5.2 NS
Key Market Independent II SEK -I- OT OT LUX 09/30 SEK 92.92 13.1 4.9 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 09/30 EUR 87.81 10.6 –3.9 NS
Key Recovery -RC- OT OT LUX 09/30 EUR 87.17 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 10/20 USD 45.70 –45.1 –32.5 3.4
Superfund GCT USD* OT OT LUX 10/20 USD 2357.00 –35.5 –26.9 2.4
Superfund Green Gold A (SPC) OT OT CYM 10/20 USD 990.09 –14.8 –3.2 13.9
Superfund Green Gold B (SPC) OT OT CYM 10/20 USD 989.88 –26.6 –12.6 12.0
Superfund Q-AG* OT OT AUT 10/20 EUR 6744.00 –23.0 –13.8 4.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 09/30 EUR 951.96 NS NS NS
Winton Evolution GBP Cls G OT OT CYM 09/30 GBP 955.54 NS NS NS
Winton Evolution USD Cls F OT OT CYM 09/30 USD 1205.96 –4.9 4.0 5.0
Winton Futures EUR Cls C OT OT VGB 09/30 EUR 195.42 –5.1 5.6 10.0
Winton Futures GBP Cls D OT OT VGB 09/30 GBP 210.95 –5.0 6.3 11.1
Winton Futures JPY Cls E OT OT VGB 09/30 JPY 13810.43 –6.4 3.0 6.9
Winton Futures USD Cls B OT OT VGB 09/30 USD 693.03 –5.5 5.1 9.7
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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
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12-month and 2-year returns may be calculated over 11- and 23-month
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Tribal standoffs stall steelmakers in India
Arcelor and Posco
hit opposition
to new plants

NEW DELHI—Steel companies
have pledged billions of dollars to
expand in India, but they are strug-
gling to secure the land they need in
two of the nation’s mineral-rich
states because of fierce opposition
from local tribes and slow-moving
governments.

The standoffs in the northeastern
states of Orissa and Jharkhand have
hit two of the world’s top five steel
producers, ArcelorMittal and
Posco, and are threatening to stall a
key driver of India’s industrial activ-

ity in the years ahead. According to
the steel ministry, projects worth
$82 billion are being held up be-
cause of delays related to land ac-
quisition and environmental clear-
ances.

“India will face severe problems
in expanding its steel-production ca-
pacity if the land-acquisition prob-
lem isn’t dealt with soon,” said N. K.
Patnaik, executive director (Orissa),
Uttam Galva Steels Ltd., an Indian
steelmaker.

Companies bet that India’s de-
mand for steel will grow more than
10% a year in the next decade, led by
India’s gradual emergence as an au-
to-making hub. State and private
spending on power plants, bridges,
ports and a slew of low-cost housing
projects are also expected to keep
steel demand rising.

Land acquisition for new plants
has been a problem for years as

state governments and manufactur-
ers seek to move farmers and others
who live off the land to make way
for industrial expansion.

About 66% of India’s 275 million
tons of new steel capacity in the
next decade is expected to come in
Orissa and Jharkhand, according to
government data, because of the
abundance of iron ore, coal and wa-
ter, which are essential for setting
up a steel plant. Few other states of-
fer such possibilities, so shifting
elsewhere is extremely difficult.

But nowhere has the land acqui-
sition sparked as much anger and
protest as in the two impoverished
states, where a large portion of the
population consists of tribal groups.
These groups, often with the back-
ing of activists and left-wing politi-
cal organizations, have succeeded in
halting land acquisition for several
mining and industrial projects.

The issue attracted renewed fo-
cus recently after Lakshmi Mittal,
chief executive of the world’s largest
steel producer, ArcelorMittal, vented
his frustration over progress on
new, or greenfield, projects earlier
this month.

“The company continues to work
on its two greenfield projects in
Jharkhand and Orissa. However, in
the event that land acquisition con-
tinues to prove difficult, we will
start to search for alternate sites in
India,” Mr. Mittal said.

South Korea’s Posco signed a
deal with the Orissa government in
June 2005 to set up a 12-million-ton-
a-year steel plant but has yet to be-
gin construction. “We are willing to
offer both financial compensation
and employment in our project,”
said Posco’s general manager in In-
dia, S. K. Mohapatra. The company’s
projection is that plant construction

could be completed by 2014.
Dayamani Barla, a prominent

tribal activist in Jharkhand, says
tribal identity is linked to land, for-
est and water, and once they are dis-
placed, the cultural and social iden-
tity of these people would be
destroyed. “Tribals can’t live with-
out the forest or without farming,”
she said. “Our battle is for saving
our environment, forests, culture
and social values.”

Ms. Barla is the founder of the
protest movement, Adivasi Moolvasi
Astitva Raksha Manch (Indigenous
Peoples Survival Forum), which has
been at the forefront of protests
against ArcelorMittal’s proposed
steel plant in the state of Jharkhand.

“Instead of destroying our for-
ests, polluting rivers and destroying
homes, the government should
evolve policy to give only waste-
lands to industrial projects, so no
conflict rises,” she added.

Miners have been targeted too.
The most vocal protest has been by
Dongria Kondh, a tribal group in
Orissa, protesting against the baux-
ite mines of Vedanta Resources in
the state. In Jaduguda in Jharkhand,
protests also have erupted over ura-
nium mining.

In the face of angry protests,
state governments consider it politi-
cally risky to push through projects.
Many of the tribal groups live in for-
ests, which are state property, but
since they have lived there for cen-
turies, governments don’t want to
antagonize them by forced eviction.

In September 2008, three land
surveyors of Bhushan Power and
Steel Ltd. were beaten up and their
faces smeared with cow dung by vil-
lagers for conducting a land survey
in Jharkhand for the company’s pro-
posed steel and power projects. Last
year, hundreds of tribal members as-
sembled near the proposed site of
ArcelorMittal’s steel plant in Orissa
chanting slogans such as “Go back
Mittal.”

“The tribal groups are not going
to give up their land for any indus-
trial project, be it Mittal or anyone
else,” said Dilip Minz, an activist
with the Jharkhand Mines Area Co-
ordination Committee. “Forced evic-
tion of tribal population for indus-
trial projects causes cultural, social
and political damage to tribal popu-
lations that are very hard to repair.”

Many locals are suspicious after
past projects failed to adequately
compensate landholders for their
eviction, making it difficult for com-
panies now to persuade them to re-
linquish land even with offers of
compensation and employment.
“The people in the state are upset
about being underpaid in past indus-
trial projects,” said N.N. Sinha,
Jharkhand’s industries secretary.

While several industrial projects
do offer jobs to one member of a
tribal family, widespread illiteracy
and lack of skills, other than farm-
ing, among tribal groups mean a
small portion of them get jobs in
factories. Most factory jobs are filled
by nontribals living in small towns
or larger villages, where education
and skills training is more available.

Local governments also now get
involved to vet terms, creating mul-
tiple layers of bureaucracy. “Since
there were complaints of earlier
deals undervaluing land, all matters
related to land acquisition have to
be approved by the district adminis-
tration,” said Tuhin K Mukherjee, ex-
ecutive director of JSW Steel Ltd.,
one of the India’s largest steel com-
panies. “Matters...often move back
and forth in as many as 60 to 70 lay-
ers of bureaucracy.”

BY PRASENJIT BHATTACHARYA
AND SAHIL MAHTANI

8 MONDAY, OCTOBER 26, 2009 T H E WA L L ST R E ET JO U R NA L .

Gl High Yield I US BD LUX 10/22 USD 4.28 56.4 53.2 3.2
Gl Value A GL EQ LUX 10/22 USD 11.22 32.2 33.6 –22.1
Gl Value B GL EQ LUX 10/22 USD 10.33 31.1 32.3 –22.9
Gl Value I GL EQ LUX 10/22 USD 11.91 32.9 34.6 –21.5
India Growth A - OT OT LUX 10/22 USD 120.17 NS NS NS
India Growth AX OT OT LUX 10/22 USD 104.99 81.7 79.3 –4.1
India Growth B - OT OT NA 10/22 USD 126.13 NS NS NS
India Growth BX OT OT LUX 10/22 USD 89.92 80.3 77.5 –5.0
India Growth I EA EQ LUX 10/22 USD 108.69 82.3 80.0 –3.7
Int'l Health Care A OT EQ LUX 10/22 USD 127.74 8.8 8.4 –11.4
Int'l Health Care B OT EQ LUX 10/22 USD 107.95 7.9 7.3 –12.3
Int'l Health Care I OT EQ LUX 10/22 USD 139.35 9.5 9.3 –10.7
Int'l Technology A OT EQ LUX 10/22 USD 104.31 42.6 38.1 –15.5
Int'l Technology B OT EQ LUX 10/22 USD 90.56 41.5 36.7 –16.3
Int'l Technology I OT EQ LUX 10/22 USD 116.78 43.5 39.2 –14.8
Japan Blend A JP EQ LUX 10/22 JPY 5923.00 10.4 9.6 –26.0
Japan Growth A JP EQ LUX 10/22 JPY 5830.00 4.8 3.8 –26.4
Japan Growth I JP EQ LUX 10/22 JPY 5989.00 5.5 4.6 –25.8
Japan Strat Value A JP EQ LUX 10/22 JPY 5967.00 15.7 15.2 –26.1
Japan Strat Value I JP EQ LUX 10/22 JPY 6116.00 16.5 16.2 –25.5
Real Estate Sec. A OT EQ LUX 10/22 USD 14.30 34.0 30.0 –18.1

Real Estate Sec. B OT EQ LUX 10/22 USD 13.10 33.0 28.7 –18.9
Real Estate Sec. I OT EQ LUX 10/22 USD 15.34 34.8 30.9 –17.5
Short Mat Dollar A US BD LUX 10/22 USD 7.21 9.8 2.7 –7.4
Short Mat Dollar A2 US BD LUX 10/22 USD 9.65 10.2 2.7 –7.5
Short Mat Dollar B US BD LUX 10/22 USD 7.21 9.5 2.2 –7.8
Short Mat Dollar B2 US BD LUX 10/22 USD 9.61 9.7 2.2 –7.9
Short Mat Dollar I US BD LUX 10/22 USD 7.21 10.3 3.3 –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 10/22 GBP 7.93 19.0 31.4 –8.4
Andfs. Borsa Global GL EQ AND 10/22 EUR 6.32 8.9 7.0 –19.0
Andfs. Emergents GL EQ AND 10/22 USD 17.04 70.4 81.7 –10.3
Andfs. Espanya EU EQ AND 10/22 EUR 13.56 25.3 30.4 –12.6
Andfs. Estats Units US EQ AND 10/22 USD 14.56 19.4 16.0 –14.1
Andfs. Europa EU EQ AND 10/22 EUR 7.72 18.9 17.5 –16.7

Andfs. Franca EU EQ AND 10/22 EUR 9.42 13.8 13.8 –18.4

Andfs. Japo JP EQ AND 10/22 JPY 505.81 15.4 15.9 –21.8

Andfs. Plus Dollars US BA AND 10/22 USD 9.38 11.2 9.4 –6.7

Andfs. RF Dolars US BD AND 10/22 USD 11.39 11.5 11.4 0.0

Andfs. RF Euros EU BD AND 10/22 EUR 10.82 20.8 18.6 –1.9

Andorfons EU BD AND 10/22 EUR 14.47 21.3 16.4 –4.0

Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 4.8 –13.4 –7.6

Andorfons Mix 30 EU BA AND 10/22 EUR 9.53 17.7 11.4 –10.0

Andorfons Mix 60 EU BA AND 10/22 EUR 9.15 12.6 7.1 –16.7

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/16 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 10/23 EUR 9.17 –5.2 –6.3 –3.2

DJE-Absolut P GL EQ LUX 10/23 EUR 197.78 12.8 8.2 –10.3

DJE-Alpha Glbl P EU BA LUX 10/23 EUR 174.31 13.3 11.1 –6.1
DJE-Div& Substanz P GL EQ LUX 10/23 EUR 208.16 19.0 20.9 –7.1
DJE-Gold&Resourc P OT EQ LUX 10/23 EUR 167.09 27.8 62.0 –4.9
DJE-Renten Glbl P EU BD LUX 10/23 EUR 129.26 8.0 9.6 2.4
LuxPro-Dragon I AS EQ LUX 10/23 EUR 156.12 68.1 74.2 –12.3
LuxPro-Dragon P AS EQ LUX 10/23 EUR 152.09 67.6 73.3 –13.4
LuxTopic-Aktien Europa EU EQ LUX 10/23 EUR 17.06 19.1 26.7 –5.0
LuxTopic-Pacific AS EQ LUX 10/23 EUR 15.22 68.2 51.4 –16.6

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 10/21 USD 44.59 28.9 NS NS
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
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Can you break up a complex
bank like Barclays PLC which does
everything from mortgages to
mezzanine finance, and stock offer-
ings to swaps via helping pay your
phone bill? Bank of England gover-
nor Mervyn King is suggesting
banks may be broken to ensure no
bank is too big to fail.

So let’s look at Barclays to see
how it might work in practice. At
the last count in June, Barclays
had total assets of about £1.5 tril-
lion ($2.5 trillion) of which £1.1 tril-
lion, or 73%, were on the balance
sheet of its investment banking
arm Barclays Capital. In risk-
weighted terms, the group had
£406 billion of assets of which
£210 billion, or 52%, were at Bar-
Cap. In terms of economic capital
allocation to its different business
lines, calculated by measuring the
bank's risk profile, BarCap repre-
sented 39% of the total at the half
year stage.

One of the problems with try-
ing to make banks narrower and
therefore safer is where to draw
the line. Let’s assume that a Bar-
clays Narrow Bank includes the
U.K. retail operations, including
mortgages and lending to small
and medium-size businesses. It
won’t be allowed to invest in any
risky stuff and would be closely
regulated. This is the bank that, as
an institution necessary to soci-
ety, can command deposit protec-
tion from the government.

Credit cards, an important in-
ternational function for Barclays,
would likely stay out while Bar-
clays Casino Bank would, of
course, include BarCap and also
Barclays Commercial Bank which
caters to businesses with a turn-
over of more than £1 million and
whose customers are likely to
need sophisticated banking prod-
ucts which we won’t allow Narrow
Bank to offer. Also outside the
scope of our safe bank would be
Barclays’ overseas divisions and
Barclays Wealth, a unit which man-
ages money for the very rich. All of
these, equipped with a living will,
could be allowed to fail.

What would BarCap lose from

this arrangement? It isn’t clear
how much extra business the dif-
ferent divisions of Barclays’ cur-
rent structure make from being to-
gether, but other banks give some
clues. Credit Suisse calls this “col-
laboration revenue” and says it
has made about 3.6 billion Swiss
francs ($3.6 billion) so far this year
from these internal links. The fig-
ure compares with total net reve-
nues of 8.9 billion francs. But it
isn’t clear how CS calculates the
figure, and BarCap would be un-
likely to lose all of this business
anyway.
 —Joe Ortiz

Buy a smart phone
instead of moaning

Mobile companies fed up with
losing revenue to smartphone pro-
ducers have a way to get their own
back—think the unthinkable and
buy Palm Inc.

It would make a relatively easy
target to allow the Joint Innova-
tion Lab network operators—
Vodafone PLC, Verizon, China Mo-
bile and Japan’s Softbank Corp.—
to go into hardware.

Itwouldcostthemabout$3.8bil-
lion,assuminga30%premiumtothe
current enterprise value and repre-
sentaround10weeks’worthofcash-
flow for the JIL group.

There are a wide range of advan-
tages to owning both the hardware
and the handset operating system.
Given that the four operators have
1.1 billion customers between
them, the JIL group should be able
to attract app developers to de-
sign first for their platform, giving
Apple Computer a headache. Hav-
ing their own operating system
would also give the group full con-
trol of new mobile advertising and
location-based service cash
streams, which would eat into Goo-
gle’s territory.

There are a number of revenue-
split models within the industry,
but in all of them the app devel-
oper gets 70%. For iPhone apps, Ap-
ple receives the remaining 30%;
Nokia gets the split when on its Ovi
store; and if on the Google Android
operating system the 30% goes to
the network operator, hence the at-
traction of the “Droid” handset to
operators. But while Droid is free
to the operators, Google gets to
keep the advertizing revenues.

While AT&T has made positive
noises, investor opinion is divided
as to what the real net present
value of an iPhone customer really
is to the operator, given that we
haven’t yet seen steady-state
churn rates. So one option would

be for the big four operators to sub-
sidize their own suite of handsets,
while reducing the high-cost subsi-
dies on the iPhone, giving given
them better control of margins.
 —Paul Sharma

Will bank reforms
work in Japan?

So much for global financial
regulatory harmonization.

The revised Basel II market-
risk framework mandates stiff cap-
ital requirements to address prob-
lems that Japanese banks don’t
have. Meanwhile, it ignores root
causes of the recent financial cri-
sis and sets the stage for a future
one. That’s the gist of a report
from Japan's National Institute
for Research Advancement, or
NIRA. Although the report refers
generally to financial reforms,
there’s no question Basel II is in-
cluded.

Tsuyshi Oyama, a former direc-
tor-general in the Financial Sys-
tem and Bank Examination Depart-
ment of the Bank of Japan and
chairman of the NIRA Post-crisis
Financial System Study Group,
says that Japanese banks and regu-
lators are frustrated.

The final version of the Basel II
market-risk framework revisions
published in July mandate higher
capital requirements not only on
the securitization exposures that
caused the recent crisis—which
Mr. Oyama agrees is necessary—
but also on conventional banking
products.

Throughout the financial cri-
sis, both the debt-and-equity mar-
kets took a more optimistic view of
Japanese than of U.S. banks. Japa-
nese bank stocks generally outper-
formed the S&P 500. Indeed, the
capital ratios for major Japanese
banks were barely 11.3% in Septem-
ber 2008; U.S. banks averaged
12.5% around the same time. But
then, given their limited exposure
to risky assets, Japanese banks
didn't need a whole lot more capi-
tal to cover their risks.

Yet the new Basel rules call for
the use of a stressed value-at-risk
(VaR) factor based on “periods of
significant losses” in addition to
the use of a VaR factor. This may
make sense for a Citigroup, whose
hard-to-value Level 3 assets repre-
sented more than 8% of total as-
sets in 2007. For Sumitomo, how-
ever, “problem” assets consti-
tuted only slightly more than 1% of
the balance sheet that year.

Japanese banks tend to be in
the old-fashioned, originate-and-
hold banking business. The most
exotic risk they face is probably

stock-market risk, because of their
hefty equity holdings. VaR can be a
useful management for these
risks, of course, but there is reason
to question using VaR to govern
regulatory capital requirements.

As the NIRA report notes, VaR
captures visible risks, those that
have been experienced before and
are measurable. But because it re-
lies on historical data, VaR can’t ad-
dress risks that haven’t been seen
before—the kind that author
Nassim Taleb dubbed “Black
Swans.” In a nutshell, VaR works
reasonably well under familiar cir-
cumstances but fails catastrophi-
cally in the face of extreme circum-
stances that we've never previ-
ously experienced.

So, the NIRA report recom-
mends that, instead of establish-
ing strict and dubiously effica-
cious rules to govern risk manage-
ment within institutions, financial
reform should focus on the envi-
ronment within which financial in-
stitutions operate and the incen-
tives to take risk.

The authors advocate the Japa-
nese approach that they character-
ize as a feedback cycle of “Plan, Do,
Check, Act” embedded in the cul-
ture of institutions. They distin-
guish this from what they call the
“European/U.S.” approach of de-
manding a “comply or explain” ad-
herence to “infallible” rules and re-
lying on shareholders to discipline
bank managers.

This may seem a bit wooly to
those who remember the days
when the land under the Imperial
Palace in Tokyo had a higher dollar
value than the entire state of Cali-
fornia (and the ensuing property
and stock crash). But Japan's
banks and regulators didn't cause
the most recent crisis, and they suf-
fered less damage from it than
their counterparts in the U.S. and
Europe.

Their recommendation that fi-
nancial system reforms learn from
Japan makes some sense but it's
unlikely to go very far in the West,
where the political context is
much different than in Japan.

However, the revised Basel II
framework may not go far in Japan
either, where the political context
is much different than in the West.
With widespread skepticism in
Japanese bank and regulatory cir-
cles, the question is probably not
whether, but how, Banking Minis-
ter Shizuka Kamei will neuter
them on implementation.
 —Gregory J. Millman

Carving up
U.K.’s banks
How proposals to end
too-big-to fail trouble
would work in practice
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By Jeff D. Opdyke

For Houston investor Todd Kulp,
the safest bond is one he bought him-
self.

While investors have pumped
record sums of cash into bond-fo-
cused mutual funds this year, Mr.
Kulp has been steadily grabbing indi-
vidual bonds. He recently snapped
up some issued by hotelier Marriott
International Inc. yielding 6.5% and
maturing in 2015.

If interest rates rise sharply,
bond prices will plummet. Bond
funds will have losses that investors
mightn’t recoup for years. Rising
rates also will slam prices of individ-
ual bonds. That is why Mr. Kulp in-
tends to hold them to maturity,
when bonds are redeemed at par
value. “With individual bonds, I
know I’m getting my principal
back,” says Mr. Kulp.

In normal times, bond funds are
generally the most sensible option
for individual investors. These
funds offer instant diversification.
And investors don’t need to spend
time researching corporate balance
sheets, a good idea when buying cor-
porate bonds directly.

But at a time when interest rates
likely have only one way to
go—up—a strong case can be made
these days for buying individual cor-
porate, municipal and Treasury
bonds and holding them until matu-
rity.

Investors have an appetite for
bonds these days. Part of that stems
from last year’s financial crisis,
which has prompted investors to
seek the safety of U.S. Treasurys.
Part stems from the big yields on
high-quality corporate bonds that
enticed investors like Mr. Kulp ear-
lier this year, when, according to
Standard & Poor’s, investment-
grade corporate bonds on average
yielded 5.31 percentage points more
than comparable Treasurys. Histori-
cally, corporates have yielded about
1.96 percentage points over Trea-
surys.

Bond yields have since shrunk,
but the money keeps pouring in.

The bond frenzy could end badly
if rates soar. Investors should be par-
ticularly wary of bond funds owning
longer-term bonds, since those will
be hit the hardest by rising rates.

Even if an investor pays more for
a bond than face value, holding to
maturity assures the combination
of the coupon payments and the
principal repayment will exceed the
original cost.

The strategy of holding to matu-
rity also works for investors who
prefer the rock-solid assurances of-
fered by Treasurys.

THE INTERNATIONAL INVESTOR

Interest grows
in holding bonds
until maturity
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Ford gains while many competitors stumble
Carmaker iscloser
toturningaprofit;
marketsharerises

Ford Motor Co. has weathered
the car industry’s downturn better
than many competitors. Now some
analysts think the company has
turned the corner so far it could re-
port break-even results for its core
North American operations
or even an overall profit
when it releases third-
quarter earnings Nov. 2.

At the heart of Ford’s
relative success has been
its ability to minimize its
year-over-year sales de-
clines while taking advan-
tage of its competitors’
weakness and grabbing
market share.

According to CNW Mar-
keting Research, Ford
gained more than five percentage
points of U.S. retail market share in
the third quarter compared with the
same period of 2008, while Detroit
rivals General Motors Co. and
Chrysler Group LLC lost ground.

“The Ford story is that they have
taken advantage of the fact that they
were sole domestic brand not to
take a government bailout and not
to file for bankruptcy,” said Efraim

Levy, an auto-industry stock analyst
at Standard and Poors. “But those
benefits will fade in 2010 as the
weaker competitors distance them-
selves from the bankruptcy filings
and start to introduce some fresh
product.”

In the past week, several Wall
Street analysts expressed optimism
that Ford’s North American opera-
tions could break even in the third
quarter—a significant achievement
after several years of steep
losses—though they still expect the
company to post a loss for its opera-

tions overall. One analyst,
J.P.Morgan’s Himanshu Pa-
tel, even forecast a quar-
terly profit overall at Ford.

“Obviously, I’m very
pleased with the progress
that we’re making all
around the world, and our
market share is going up in
every major market,” Ford
Executive Chairman Bill
Ford said last week. “And
our products are being very
well received.” He declined

to talk about earnings, citing the
quiet period before their release.

For now, Ford continues to bene-
fit from stronger prices for both its
new and used cars that should boost
results at its wholly owned financing
arm, Ford Motor Credit. The trend
could help the company reverse
large losses accounted for in 2008 at
the unit based on anticipated de-
clines in the value of its leased vehi-

cles.
Another positive sign could come

in the future value of Ford vehicles
sold today. In a report expected to
be released soon from auto guide
Kelly Blue Book, two Ford vehicles
will appear on the list of 2010 mod-
el-year vehicles projected to retain
the greatest amount of their original
retail price after five years of own-
ership, according to a person famil-
iar with the matter. Last year, no
Ford car or truck held a spot on the
2009 model year list.

Ford is also expected to perform
well in the influential annual auto
reliability survey by Consumer Re-
ports, due out Wednesday.

In the second quarter, the car
maker reported a profit of $2.3 bil-

lion, though that came mainly from
gains it recorded as part of efforts
to restructure its debt. Excluding
those gains, Ford would have re-
ported a loss of $424 million, still
narrower than a comparable loss of
$1.03 billion a year earlier and much
better than Wall Street analysts ex-
pected. The company has lost more
than $30 billion since 2006.

The improved results have
helped build an image of Chief Exec-
utive Alan Mulally as a turnaround
leader. But the company still carries
massive debt after Ford borrowed
$23.5 billion in 2006 to fund its re-
structuring efforts. Many on Wall
Street are waiting to see how Ford
will cut its debt load.

The optimistic earnings outlook

comes at a delicate time for Ford. It
recently won additional concessions
from the leadership of the United
Auto Workers, including a reduction
in work rules and a no-strike pledge.
But the new agreement, the second
amendment to its labor accord this
year, is in the midst of a ratification
vote from the union rank-and-file,
and some have already voiced oppo-
sition to the concessions.

Despite an improved outlook,
Ford hasn’t re-
vised its profit-
ability forecast,
stating that the
company won’t
break even or
make money un-
til 2011. A person
familiar with the
matter at Ford
said that even if
e n c o u r a g i n g
signs about the
company’s pros-
pects continue to
emerge, Ford
may stay conservative about how
quickly it can return to sustained
moneymaking.

Nonethless, analysts sounded a
positive note on Ford in the last
week, predicting its quarterly loss
could be smaller than they esti-
mated earlier. Mr. Patel at J.P.Mor-
gan was even more optimistic, writ-
ing in a report that “we estimate
Ford can return to a profit position
in 2010.”

BY MATTHEW DOLAN

Ford has profited from troubles at GM and Chrysler. Above, a dealer in Virginia.
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Labor unrest in India disrupts Ford Canada output

A Canadian plant owned and op-
erated by Ford Motor Co. is shut-
ting down temporarily this week be-
cause of labor strife affecting an
auto-parts supplier in India.

Starting Monday, Ford plans to
shutter its Oakville, Ontario, plant
for the five-day workweek, a Ford
spokesman said. Ford builds the
Edge sport-utility vehicle and the
Flex and Lincoln MKX crossover ve-
hicles at the plant. Crossovers are
truck-like vehicles built on car
frames.

The temporary shutdown is a re-
sult of a shortage of transmission
parts from Rico Auto Industries
Ltd., in Haryana state in India, the
site of recent labor unrest. A Rico
employee died Oct. 18 as a strike at
the company’s plant outside New
Delhi turned violent, leading to
broader labor disturbances.

The strike has offered another
glimpse into India’s mercurial man-
ufacturing sector. Labor unrest can
erupt quickly in India, leaving com-
panies with little time to negotiate
with disgruntled employees or ad-
just to a strike. The labor troubles,
prompted warnings from foreign

companies that they might consider
shifting operations from the country
if strikes continue to hamper pro-
duction.

Ford recently announced it
would build a new lower-priced,
small car for the Indian market
called the Figo, which is also ex-
pected to be exported to other parts
of Asia and Africa.

The Oakville plant normally runs
two shifts and employs about 3,000
workers, the Ford spokesman said.
The idled employees get 65% of reg-
ular pay from a combination of
funding from the company and em-
ployment insurance.

The Canadian closure is expected
to cost Ford 5,000 vehicles, accord-
ing to a person familiar with the
matter. The Ford spokesman would
say only that the week-long shut-
down is expected to cause the loss
of thousands of vehicles. He said the
company will continue to monitor
the issue to decide whether a longer
shut down is necessary.

Surinder Chaudhary, vice presi-
dent for human resources at Rico
Auto Industries, said the 3,000-per-
son factory was continuing to take
back workers after weeks of work
stoppages because of strikes. On
Friday, 900 workers showed up for

shifts, and he expects 2,000 to re-
turn over the next few days—a num-
ber that would allow Rico to meet
most of its orders for foreign cus-
tomers.

“Things are improving,” said Mr.
Chaudhary in an interview.

Another senior Rico executive
said the company had been updating
its foreign customers about the un-
rest as it simmered over the past
two months. He said no customer of
the Indian parts supplier had sev-
ered its ties as a result of the strike.

In addition to Ford, the Rico ex-
ecutive said, General Motors Co. is
also a customer in North America.

Upside surprises in earnings reports offer stocks a lift but signs of vitality are few

It’s hard to judge just how happy
Wall Street is with corporate profits
in the middle of earnings season.
The stock market rises and falls
with almost every bellwether that
hits the tape. But it is possible at
this stage to glean some broad
themes.

Stocks were choppy last week,
and finished roughly flat, but over-
all, Wall Street and investors seem
pleased with the progress of third-
quarter earnings.

For instance, the percentage of
S&P 500 companies topping Street
expectations is running at about
79%, Brown Brothers Harriman
noted Thursday. That’s the highest
level the brokerage firm has seen
since it started tracking the num-
bers in 1994.

That sounds impressive, but may
not mean too much. Historically,

about two-thirds of the S&P 500
companies beat expectations, S&P’s
senior equity analyst Howard Silver-
blatt points out.

Banking is one sector that cer-
tainly seems to be back in the pink.
Most of the big banks except Citi-
group Inc. reported profits, and the
financial sector is posting the best
year-over-year profit performance
of any industry, according to Brown
Brothers.

The technology sector has also
done fairly well. Microsoft Corp.’s
fiscal first-quarter results exceeded
expectations, and strength in its
videogame and advance Windows 7
software sales suggest some recov-
ery for the consumer.

Amazon.com Inc.’s shares
surged 27% Friday to a record high
after the Internet retailer logged
strong sales and gave a rosy holiday
outlook.

But compared with last year’s
earnings reports, the picture isn’t

quite as attractive. According to
S&P, overall operating earnings were
expected to contract by 7.4%. So far,
with 199 companies reporting, oper-
ating earnings are down 11% from a
year ago. But sales, which were ex-
pected to fall 14%, are down only
6.6% so far.

Similar to the second quarter,
that sales slide is being offset by
cost cutting. Often, that means job
losses, and many of these compa-
nies don’t expect to start hiring
again any time soon. Railroad CSX
Corp., for example, is operating its
business with 14% fewer “active em-
ployees,” Chief Operating Officer
Tony Ingram said on a conference
call last week. And, he added, the
company has no plans to “add re-
sources back on a one-to-one level
as business levels improve.”

Commentary from other trans-
portation companies—particularly
freight haulers—last week also cast
some doubt on the strength of an

economic recovery. Truckers sug-
gested few signs of any pick-up in
volume. Railroad Burlington North-
ern Santa Fe Corp.’s third-quarter
profit fell 30%, and the company ex-
pects the fourth-quarter to be just
as bad; its stock fell more than 6%
Friday.

If a recovery is indeed under
way, we’d expect to see it more
clearly in transport sector results.
The lack of an upturn there is giving
some folks the jitters. “When a big
transport like Burlington Northern
lays an egg, I go pale,” said Joan
McCullough, market strategist at
brokerage East Shore Partners in
Hauppauge, N.Y.

So, expect companies to keep op-
erations as lean as possible, which
doesn’t bode particularly well for
hiring.

It is no wonder that the White
House’s chief economic advisor,
Christina Romer, said she expects
the unemployment rate to remain

around 10% through the end of next
year.

This week brings another caval-
cade of earnings, including steel
companies, a few maritime shippers,
consumer-products companies and
real-estate investment trusts.

With consumer-focused compa-
nies such as Alberto-Culver Co.,
Rent-A-Center Inc., RadioShack
Corp. and Under Armour Inc. re-
porting, look for more hints about
the vitality of the consumer and the
prospects for holiday retail sales.

A slew of REITs, including Bos-
ton Properties Inc. and Simon
Property Group Inc., report
throughout the week, and may bring
some fresh color on the state of the
troubles in commercial real estate.

U.S. Steel and several other big
steel companies report third-quarter
results, which include August, the
first month in more the 50 years in
which the U.S. was a net exporter of
steel.

BY JOHN SHIPMAN
AND PAUL VIGNA

William Clay
Ford, Jr

Alan Mulally
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Chinese shares climb 1.9%,
leading gains across region
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Is this a stock market or a mael-
strom?

Last week, the Securities and
Exchange Commission accused the
Galleon Group of hedge funds of
trading on inside information.
Tens of millions of shares move
each day through “dark pools,”
where quotes aren’t displayed un-

til after the trade
is done. “Flash or-
ders,” appearing
for a split second,
give some custom-
ers a sneak peak
at potential

trades. More than two-thirds of
stock-market volume comes from
high-frequency traders, who can
buy or sell in less than 400 micro-
seconds, or nearly a thousand
times faster than you can blink
your eye.

When markets move so mania-
cally fast, and firms like Galleon
seem to have such an informa-
tional edge, how can small inves-
tors possibly stand a chance? The
game seems rigged to favor the hy-
peractive giants of Wall Street.

In one sense, that is true. If you

try to play Wall Street’s new game
on Wall Street’s terms, you will
probably come off the field on a
gurney. But you are under no obli-
gation to churn your own portfolio
just because other people juggle
stocks for only minutes or seconds
at a time. Paradoxically, their
frenzy renders you a service as a
buy-and-hold investor: On the very
rare occasions when you do need
to trade, you will be able to do so
more efficiently than ever before.

Let us put the high-speed mar-
ket in perspective.

Galleon, according to the SEC
and Justice Department, traded on
illegal insider tips transmitted
partly over cellphones and instant-
messaging networks. Galleon de-
nies the charges.

Big traders have always sought
to gain an edge from being the
first to get wind of news. In 1815,
the Rothschilds made a killing on

British bonds after a carrier pi-
geon brought them the earliest
news that Napoleon had lost at Wa-
terloo.

Today, the competition for in-
formation is so fierce that any
edge is ephemeral, and it seldom
yields large gains—even for sophis-
ticated firms like Galleon. To suc-
ceed as an investor, you don’t
need illegal information or even
the first word on hot news.

As for flash orders, they do
seem intrinsically unfair, but they
constitute less than 3% of trading,
and the SEC has proposed banning

them. Furthermore, they may not
always help the customer who
placed them, since they provide in-
formation about supply and de-
mand that can be exploited by any-
one with a faster computer.

Dark pools are nothing new;
they used to be called trading
desks. Years ago, brokers routinely
kept customers in the dark, hiding
information about supply and de-
mand in order to pocket a fatter
“spread” on the difference be-
tween buyers’ bids and sellers’ ask-
ing prices.

Today’s automated dark pools
help mutual funds and pension
plans, whose ultimate clients are
small investors, buy and sell with-
out tipping their hand. That keeps
trading costs down. This week, the
SEC proposed rules to bring more
disclosure to dark pools.

Meanwhile, high-frequency trad-
ers have helped cut costs for every-

one. Many high-frequency traders,
says trading expert Joe Gawronski
of Rosenblatt Securities in New
York, act like “market makers on
amphetamines.” Historically, mar-
ket makers on the exchange floor
matched buyers and sellers, keep-
ing a portion of the price differen-
tial for themselves. Today, a high-
frequency trader might buy 100
shares of a stock, then sell a few
hundredths of a second later for a
penny, or a fraction of a penny,
more. Fifteen years ago, some
spreads between buying and selling
prices could be at least a quarter;
today, it often is a penny.

Had you bought 200 shares of
Intel this week at roughly $20 a
share through an online broker
such as Charles Schwab Corp. or
TD Ameritrade Holding Corp., you
would have paid, at most, $12.95 in
commission, or 0.3% of the pur-
chase price. Ten or 15 years ago,
higher commissions and wider
spreads would have pushed that
up to at least 2%.

From the point of view of an in-
vestor, all this frantic trading is
just noise. In 1976, the great finan-
cial analyst Benjamin Graham de-
clared that “the stock market re-
sembles a huge laundry in which
institutions take in large blocks of
each other’s washing … without
rhyme or reason.” Mr. Graham
died that year, but today he would
laugh at the speed of the spin cy-
cle. He would then ignore the mo-
mentary vibrations in a company’s
stock price and go right back to an-
alyzing the value of its business.

As an investor, you are free to
choose your own time horizon. If
other people want to try earning a
few fractions of a penny a few
thousand times a day, you should
wish them well—and refuse to join
them.

Email: intelligentinvestor@wsj.com

Staying calm in dark era
Speeded-up market
has some benefits
for long-term buyers
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By Myra P. Saefong

And Enda Curran

Chinese stocks led Asian equity
markets higher Friday, as regional
shares largely took their cue from
Thursday’s rally on Wall Street.

The Shanghai
Composite rose 1.9%
for the day and 4.4%
for the week to
3107.85, its highest

close since mid-August. Auto makers
and banks drove Friday’s gains.
Chongqing Changan Automobile
gained 3.1%, SAIC Motor rose 1.8%
and China Merchants Bank added
4.5%.

“Thursday’s gross-domestic-
product data didn’t beat expecta-
tions, but it confirms the economy is
moving towards the bright side.
Banks and auto makers are the ones
that will benefit from an economic
recovery,” said Wang Junqing at Gu-
osen Securities.

UBS Securities raised its 2009
growth forecast for China to 8.4%
from 8.2%, saying “consumption has
been resilient with retail sales
boosted by strong government con-
sumption and subsidies on electric
appliances and automobiles.”

In Tokyo, Japan’s Nikkei Stock Av-

erage of 225 companies climbed
0.2% to 10282.99, although the
broader Topix fell 0.7% to 902.03.
For the week, stocks gained 0.3%
and are up 16% year-to-date.

The Nikkei weakened in after-
noon trading after the Nikkei Japa-
nese daily reported that some banks
involved in the revival of Japan Air-
lines have suggested that the gov-
ernment retire some of its common
shares. JAL fell 6.6%.

The Hong Kong market posted
one of the bigger gains in Asia. The
Hang Seng Index gained 1.7% to
22589.73, its highest close since Aug.
1, 2008. It was up 3% for the week.
Ernie Hon at ICBC International said
he expected the index to test 23000
soon, given abundant liquidity.

Oil stocks were boosted by con-
tinued strength in crude-oil prices.
Cnooc rose 5.4% and PetroChina
gained 3.6%.

Australia’s S&P/ASX 200 closed
up 1% to 4859.40, posting a gain
for the first time in three trading
sessions to finish 0.5% higher for
the week. Shares of supermarket
giant Wesfarmers gained 6.9% to
close at their highest in a year af-
ter the company reported a 7.3%
rise in food and liquor sales at its
Coles supermarket chain for the
first quarter.

If you try to play Wall Street’s new game on
the Street’s terms, you may come off the
field on a gurney. But you don’t have to
churn your holdings just because others do.

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.
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ASIAN-PACIFIC
STOCKS

THE
INTELLIGENT

INVESTOR

H
ea

th
H

in
eg

ar
dn

er

28 MONDAY, OCTOBER 26, 2009 T H E WA L L ST R E ET JO U R NA L .



CORPORATE NEWS

Maruti to upgrade car plant
NEW DELHI—Maruti Suzuki In-

dia Ltd., India’s biggest car maker
by sales, on Saturday posted a 93%
jump in its fiscal second-quarter net
profit and said it plans to invest 1.5
billion rupees ($32.3 million) to
raise capacity at one of its factories.

The company will upgrade its
Gurgaon factory in the northern
state of Haryana, expanding the

plant’s capacity to 790,000 cars a
year from 700,000 cars currently.

“This is a short-term strategy in
which we are modernizing our Gur-
gaon plant,” Shinzo Nakanishi, man-
aging director and chief executive of
Maruti, said at a news conference.
The plan is to be completed by De-
cember, he added.

Maruti, based in New Delhi, has
two factories in Haryana state, Gur-
gaon and Manesar, with a combined
capacity of one million cars a year.

“We are formulating a long-term
expansion plan also,” Mr. Nakanishi
said. “A decision to implement that
plan will be taken after our next
board meeting.”

Maruti’s higher quarterly net
profit came as the company bene-
fited from robust demand for cars in
both local and overseas markets.

Net profit for the July-Septem-
ber quarter rose to 5.7 billion rupees
from 2.96 billion rupees a year ear-
lier, according to the affiliate of Su-
zuki Motor Corp.

The profit was lower than the
average estimate of 5.94 billion ru-
pees in a Dow Jones Newswires poll
of 10 analysts. Sales rose 47% to
70.5 billion rupees.

Maruti’s local sales rose 21% to
209,083 vehicles in the latest quar-
ter. Exports more than doubled to
37,105 vehicles.

The company expects rising raw-
material prices and a strengthening
Japanese yen to put pressure on its
profit margins in the near future,
Mr. Nakanishi said. The company
paid 52.55 billion rupees to buy
steel, aluminum and other raw ma-
terials during the most recent quar-
ter, up 47% from a year earlier.

Auto makers in India were hit
last year by a liquidity squeeze and
reluctance by banks to extend new
car loans. However, sales this year
have benefited from a slew of stimu-
lus packages from the federal gov-
ernment, falling lending rates at
commercial banks and model
launches by auto makers.

Maruti, which makes two of ev-
ery three cars sold in India, intro-
duced the Estilo small car in August.
The company produces 12 vehicles,
including seven small-car models.

Demand in the July-September
quarter was helped by the Hindu
festive season, considered by many
as an auspicious time to make new
purchases.

BY NIKHIL GULATI

AB Volvo swings to loss
Demand stabilizes
but firm is to shed
2,500 more jobs

STOCKHOLM–AB Volvo on Fri-
day said demand for trucks stabi-
lized in the third quarter as the
world’s No. 2 truck maker by sales
reported a fourth consecutive quar-
terly net loss.

The company reported a net loss
of 2.92 billion Swedish kronor
($429.8 million) in the three months
to Sept. 30, compared with a profit
of 1.98 billion kronor a year earlier.
The loss was an improvement on
the loss of 5.57 billion kronor in the
second quarter and beat forecasts of
a loss of 3.33 billion kronor.

“There are some positive signs
indicating that the decline in de-
mand has bottomed out and that we
are now beginning a gradual recov-
ery,” said CEO Leif Johansson.

Still, the maker of trucks, buses
and construction equipment said it
planned to cut a further 2,500 per-

manent, temporary and consultant
jobs by year end after it cut 2,170 in
the third quarter. Volvo, based in
Gothenburg, Sweden, had 92,066
employees at the end of the third
quarter, down from 101,381 at the
end of 2008.

Truck companies such as Volvo
have reduced production in re-
sponse to plummeting orders in the
past year as customers cut back on
new purchases. Volvo stuck to its
July forecast that the total Euro-
pean market for heavy trucks will be
at least halved in 2009 compared
with 2008 and that the North Amer-
ican market will decline by between
30% and 40%.

Volvo, which sells trucks under
the Mack, Renault and Nissan Diesel
brands as well as its own name, had
a net order intake of 31,998 trucks
in the quarter, stable from a year
earlier but up 20% from the second
quarter of this year when Volvo re-
ported its biggest quarterly net loss
to date.

The rise was largely because of
European truck orders, which
surged to 8,189 from just 115 last
year. All other regions showed a
slower rate of decline from the sec-

ond quarter, although they remain
at low levels.

Sales fell 31% to 48.48 billion
kronor from 69.78 billion kronor and
the company swung to an operating
loss of 3.29 billion kronor from a
profit of 3.18 billion kronor a year
earlier. Analysts had expected sales
of 49.39 billion kronor and an oper-
ating loss of 3.75 billion kronor.

Handelbanken analyst Hampus
Engellau said sales were largely in
line and there were positive signs
from order intake. He has an “accu-
mulate” rating on the stock with a
75-kronor price target.

Daimler AG of Germany released
preliminary third-quarter earnings
last Monday that showed its truck
division reporting a loss before in-
terest and tax of €127 million
($190.5 million). Daimler is the
world’s biggest truck maker. Swed-
ish truck maker Scania AB is to re-
port earnings Monday.

U.S. construction equipment
maker Caterpillar Inc. on Tuesday
exceeded third-quarter earnings ex-
pectations with a net profit of $404
million and said there were encour-
aging signs that an economic recov-
ery may be under way.

BY IAN EDMONDSON

India schedules auctions
for telecom bandwidth

NEW DELHI—India will launch
auctions on Jan. 14 to allot radio
bandwidth for third-generation, or
3G, telecommunications services.

The government will hold a sepa-
rate bandwidth auction for broad-
band wireless access, a document on
the Department of Telecommunica-
tions Web site said Saturday.

The telecom department said it
will auction about four blocks of ra-
dio bandwidth in most of the coun-
try’s 22 telecom service areas.

It will offer three blocks each in
the Uttar Pradesh (West) and Him-
achal Pradesh service areas, and two
blocks each in the Delhi and Gujarat
service areas.

The government is validating the
frequency available across all circles
for the auction, the department
said. “Final details of the frequen-
cies to be auctioned will be notified
in the notice [that invites applica-
tions for bidding],” the note said.

The department will also auction
one block for telephony services on
code division multiple access, or

CDMA, technology.
Indian companies holding li-

censes to offer telephony services
would be allowed to bid for 3G
bandwidth, the department said.
Companies without an existing In-
dian license will be allowed to bid,
but will have to procure a license
before they launch their 3G services.

Foreign telecom companies that
don’t have telecom operations in In-
dia may bid directly or through a
majority-owned subsidiary. Such
companies—if they win the
bid—also would have to procure a
license to offer telephony services in
India before they commercially
launch 3G network services.

India’s federal Telecommunica-
tions Minister A. Raja had said the
government expects to raise 250 bil-
lion rupees ($5.37 billion) from the
coming bandwidth auctions. India
plans to sell at auction slots of radio
bandwidth for 3G services and has
set a base price of 35 billion rupees
for one such slot.

The department said Dec. 21
would be the last day for companies
to submit applications for the auc-
tions.

BY R. JAI KRISHNA
AND SATISH SARANGARAJAN

Picking up speed
Volvo’s European truck orders

*The number of cancelled orders was bigger than
the number of new orders, which resulted in a
negative net order intake
Source: the company
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BSkyB’s net profit soars
as customer base grows

LONDON—Strong consumer de-
mand for pay-television, Internet
and phone services helped British
Sky Broadcasting Group PLC de-
liver strong fiscal first-quarter re-
sults.

Net profit for the three months
ended Sept. 30 rose 75% to £128 mil-
lion ($212.7 million) from £73 mil-
lion a year earlier, boosted by higher
revenue and lower finance costs.
Year-earlier results included a £24
million impairment charge related to
its investment in U.K. commercial
broadcaster ITV PLC.

Revenue increased 10% to £1.38
billion from £1.25 billion. Operating
profit before exceptional items, the
key figure tracked by U.K. analysts,
rose 8.8% to £198 million from £182
million.

Chief Executive Jeremy Darroch
said the company has made a good
start to the new financial year, with
strong demand for its Sky+HD set
top boxes, which offer high-defini-
tion television.

Amid a tough economic climate,
more Britons are staying home for
their entertainment, fueling demand
for BSkyB’s services. The company

added 94,000 customers in the quar-
ter, raising its customer base to 9.5
million.

BSkyB, which competes against
telecommunications giant BT Group
PLC and media-and-cable group Vir-
gin Media Inc. in the U.K., added
287,000 new Sky+HD customers—a
three-fold increase from a year ear-
lier.

Its push into the more expensive
HD TV package resulted in a 9.1% in-
crease in average revenue per user
to £469 from £430.

The pay-TV giant’s churn rate,
which measures the number of cus-
tomers leaving the company, rose to
11.3% from 10.9%. Bernstein analyst
Claudio Aspesi, however, said the
rise in churn was unsurprising given
the first fiscal quarter is when “new
pricing typically hurts them ... and
the economic environment is rela-
tively difficult.”

Shares of BSkyB lost 0.7% Friday
to 555.5 pence on a broadly higher
London market. The stock has risen
about 20% since January on signs
the company will emerge strongly
from the economic downturn. News
Corp., which owns Dow Jones & Co.,
publisher of The Wall Street Journal,
holds about a 39% stake in BSkyB.

BY LILLY VITOROVICH

EU clears Merck-Schering deal
The European Union approved

the proposed tie-up between U.S.
drug makers Merck & Co. and
Schering-Plough Corp., which would
create the second-biggest global
producer of prescription medicines.

The EU’s antitrust authorities
said in a prepared statement on Fri-
day that the “transaction would not
significantly impede effective com-
petition” in Europe. The $41.1 billion
acquisition of smaller Schering-
Plough will allow Merck to leapfrog
to No. 2 world-wide in prescription

medicine, just behind Pfizer Inc.
The new Merck-Schering com-

pany would have about $42.4 billion
in annual sales. The two companies
hope to fully close the deal in the
fourth quarter after shareholders
approved it on Aug. 7.

To avoid antitrust problems,
Merck has sold its 50% stake in ani-
mal-health company Merial Ltd. to
France-based Sanofi-Aventis SA, its
partner in the joint venture. The
deal still needs approval from the
U.S. Federal Trade Commission.
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By Susan Pulliam

Federal investigators in the Gal-
leon Group case have requested
trading records from a hedge-fund
manager who once worked for
Steven A. Cohen’s SAC Capital Advi-
sors and who employed a cooperat-
ing witness in the insider-trading
case announced earlier this month,
people familiar with the matter say.

The subpoena sent to the hedge-
fund manager, Richard Grodin,
doesn’t suggest wrongdo-
ing. Nor does it suggest that
Mr. Cohen—one of the na-
tion’s most well-known and
successful hedge-fund man-
agers—has been implicated
in any way, or that he knew
aboutany trading by Mr. Gro-
din that the U.S. is seeking to
examine as part of its con-
tinuing case.

The subpoena is the first
indication that the circle of
trading being examined in
the case is broadening.

It also illustrates how traders
engulfed in the alleged insider-
trading ring had many personal
and professional ties, and signals
a potential avenue investigators
may be following in the burgeon-
ing case. In this instance, Mr. Gro-
din also employed a former em-
ployee of an investor-relations
firm who prosecutors say passed
along inside information in the
case about Google Inc., according
to people familiar with the matter.

Mr. Grodin didn’t return calls for
comment on Friday.

An SAC spokesman said that Mr.
Grodin left SAC in January 2004 and
that Mr. Cohen didn’t invest in Mr.
Grodin’s most-recent fund. Spokes-
men for the Securities and Exchange
Commission and the Justice Depart-
ment’s U.S. Attorney’s Office in Man-
hattan declined to comment.

In criminal and civil cases, the
U.S. has alleged that Galleon hedge-
fund founder Raj Rajaratnam was
part of an insider-trading ring that
also has ensnared a number of corpo-
rate executives and employees—an
alleged conspiracy in which Mr. Ra-
jaratnam and executives at blue-
chip firms including International
Business Machines Corp. and Intel
Corp. allegedly connived to profit
on Google and other big-name
stocks. Mr. Rajaratnam and others
involved in the case have said they
are innocent.

Mr. Cohen has claimed a special
place in the $1.2 trillion hedge-fund
industry. He has received $1 billion
in pay in some years and he has
gained a following for producing an-
nual returns of roughly 15%.

Mr. Cohen runs SAC’s main
hedge fund and has invested money
on behalf of his investors as well as

his own money in funds run by
former SAC managers. Over the
years, Mr. Grodin has worked as a
portfolio manager for SAC, as well
as a division that invested SAC inves-
tors’ money. He also ran a separate
independent fund in which Mr. Co-
hen was an investor.

It is unclear which specific
trades of Mr. Grodin’s and their tim-
ing are being sought. The 6-foot-5
Mr. Grodin, 40 years old, took time
away from his hedge fund this sum-
mer to play in a basketball tourna-
ment in Israel, a person familiar
with the matter says.

Mr. Grodin and Choo Beng Lee,
who has been identified as a cooper-
ating witness in the government’s
case, have ties that stretch back to

the late 1990s when the two
worked for SAC, people fa-
miliar with the matter say.
Mr. Grodin was a portfolio
manager and Mr. Lee was
an analyst that worked
with him.

Several years later, Mr.
Grodin broke away from
the main SAC fund to work
at Sigma, an SAC division,
where Mr. Grodin contin-
ued to work as a portfolio
manager and Mr. Lee con-
tinued to serve as an ana-

lyst for him. Mr. Lee’s lawyer de-
clined to comment.

Mr. Grodin later launched a
hedge-fund named Stratix outside
of SAC’s sphere, in which Mr. Cohen
was an investor. At Stratix, Mr. Lee
worked for Mr. Grodin for several
years, according to people familiar
with the matter. Mr. Grodin closed
Stratix in December 2007.

Mr. Lee formed his own fund,
Spherix, with Ali Far, who also has
been identified by people close to
the probe as another of the govern-
ment’s cooperating witnesses in the
case. SAC never invested in Mr. Lee’s
and Mr. Far’s fund.

Around the same time, Mr. Gro-
din opened another fund, Quadrum
Capital. He closed that fund in re-
cent weeks, people close to the situa-
tion say. Mr. Far didn’t respond to re-
quests for comment.

In March 2009, Messrs. Lee and
Far closed their fund, which had
posted returns of around 10% for
the year, people familiar with the
matter say. Some rival hedge-fund
managers said shutting the fund
amid such good returns aroused
suspicions that something was
amiss. In the weeks following the
closure, Mr. Lee approached Mr.
Cohen about rehiring him and was
rejected, a person familiar with
the matter says.

Another individual who worked
as a low-level assistant for Mr. Gro-
din and with Mr. Lee at Stratix was
an individual whom prosecutors
now allege passed along inside infor-
mation regarding Google.

That individual, identified by
people familiar with the matter as
Shammara Hussain, left Stratix in
May 2007 to briefly work for Market
Street, a small San Francisco inves-
tor-relations firm.

A lawyer for Ms. Hussain, 23,
who hasn’t been named or charged
by prosecutors, said her client in-
tends to cooperate and that she
“didn’t ask for or receive money in
connection with conversations
about Google. Whatever happened
was a naive mistake,” the lawyer
says.

By Lynn Cowan

It’s up to a vitamin retailer, an en-
ergy company and a battalion of
nurse’s aides to revitalize the IPO
market this week after a string of
clunkers.

There’s not much expectation for
a flurry of blowout deals, but the ini-

tial-public-offering
landscape needs
some improvement
over the past seven
days, which saw

ZST Digital Networks Inc. and Dole
Food Co. decline on their debuts and
AGA Medical Holdings Inc. flatline
during its first day of trading.

All hopes hang on three deals
this week: VS Holdings Inc., the op-
erator of the Vitamin Shoppe chain,
on Wednesday; AEI, an energy firm
that owns power and natural-gas in-
frastructure in emerging markets,
on Thursday; and Addus HomeCare
Corp., which provides home-based
assistance and nursing care, also on
Wednesday. The first two are ex-
pected to trade on the New York

Stock Exchange under the symbols
VSI and AEI; the third, on the Nas-
daq under ADUS.

VS Holdings and AEI are attract-
ing most of the attention. The first
deal, which could total $146 million,
showcases a business that sailed
through the worst of the recession
with slower-but-still-growing same-
store sales. The Vitamin Shoppe fo-
cuses on what’s expected to be the
hottest segments of its industry:
sports nutrition and so-called spe-
cialty supplements, such as probiot-
ics for digestive health.

“Given the high levels of unem-
ployment and lack of wage growth, a
lot of retail is overstored right now,”
says Bob Summers, a senior re-
search analyst at Pali Capital, which
publishes IPO research. “But the nu-
trition industry is still growing at a
mid-single-digit rate.”

AEI owns power and natural gas
infrastructure in Latin America,
Asia, and Central and Eastern Eu-
rope. The total raised in its deal
could be as much as $800 million,

but two-thirds of the stock is being
sold by private funds managed by
emerging-markets investment spe-
cialist Ashmore Group PLC. The
company’s revenue had been grow-
ing rapidly until the first half of the
year, when it declined 20%; net in-
come rose 58% during that period
due to a decline in deducted profits
from noncontrolling interests.

Investors will likely be attracted
to the potential for higher growth
from energy infrastructure in emerg-
ing markets; until this year, revenue
had been tripling. But there is also a
lot of political and economic uncer-
tainty associated with those re-
gions, says Morningstar Inc. equity
analyst Ryan McLean.

Rounding out the week, Addus
Homecare seeks to raise $65 mil-
lion. State and local government pro-
grams account for almost all its reve-
nue, which has been rising along
with profits, thanks to acquisitions,
more hours logged and higher rates.
But Addus faces possible program
reductions and reimbursement de-
lays from budget-strapped states.

Three issues to test soft marketInvestigation widening
in Galleon Group case
Prosecutors subpoena
hedge-fund manager;
complex ties in sector

Steven A.
Cohen
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The subpoena is the
first indication of
the widening of the
trading probe.

IPO
FOCUS

SINGAPORE—CapitaLand Ltd.,
Southeast Asia’s largest property de-
veloper by assets, plans to raise
about 1.3 billion Singapore dollars
(US$932.1 million) through an ini-
tial public offering of its shopping
mall units, two people familiar with
the situation said Friday.

The unit, CapitaLand Retail Ltd.,
will be renamed CapitaMalls Asia

Ltd. and will have a portfolio of 86 re-
tail properties worth S$20.3 billion
spread across five countries in Asia.

Earlier this month, CapitaLand
said that it plans to list its unit that
manages retail properties on the Sin-
gapore Exchange in a move to reor-
ganize its malls business.

CapitaLand has said that the con-
solidated book value of the Capita-

Malls Asia group is S$5.24 billion. It
also said that it will retain majority
control in CapitaMalls Asia after the
listing and for the “foreseeable fu-
ture.”

Deutsche Bank and Credit Suisse
are advising on the issue, one per-
son said, adding that DBS Bank and
J.P. Morgan are the bookrunners for
the deal.

CapitaLand plans an offering of its mall units
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