
GAME FACE: Michelle Obama arrives at the opening ceremony of the Olympic Congress in Copenhagen on Thursday. The International
Olympic Committee will decide the host of the 2016 Summer Games on Friday. Get live updates on the selection process, at WSJ.com.

EU says top banks pass tests

Breaking news at europe.WSJ.com
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for success beyond whites
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Editorial&Opinion

BAE faces corruption charges
U.K. authorities push to punish defense contractors’ alleged bribes after settlement talks fail

Long-awaited financial-
system stress tests showed
Thursday that the European
Union’s top 22 banks could
survive a potential Œ400 bil-
lion, or $585 billion, in credit
losses this year and next if the
region’s economy deterio-
rates more than expected.

In an upbeat interpreta-
tion of the exercise, finance
ministers from the 27-nation
bloc said the tests showed the
large banks had sufficient cap-
ital to handle “a severe macro-
economic deterioration.”

The seemingly soothing re-
port feeds into tension be-
tween EU and U.S. policy mak-
ers over whether or not Euro-
pean banks are sufficiently
capitalized to support an eco-

nomic recovery. The U.S.
thinks European banks need
more capital, but the stress-
test results seem to indicate
otherwise.

However, banking supervi-
sors who carried out the tests

didn’t provide country-by-
country breakdowns or other
details, raising questions
about the rigor of the exer-
cise and its usefulness. The
22 banks weren’t named.

Please turn to page 3

More pain to come
Realized and expected writedowns or loss provisions for banks 
by region

U.S. U.K. Euro area Other Mature*
Europe

Realized from Q2 2007 to Q2 2009
Expected from Q2 2009 to Q4 2010

*comprises: Denmark, Iceland, Norway, Sweden and Switzerland
Source: IMF estimates
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Casus Belli
The Russians
started the
Georgian war. Page 12
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By Cassell Bryan-Low

And Daniel Michaels

LONDON—U.K. authori-
ties said they are pursuing
corruption charges against
BAE Systems PLC in a long-
running saga over alleged
bribes paid in Eastern Europe
and Africa, escalating the
stakes in a key test of the gov-
ernment’s stepped-up efforts
to get tough on corporate
crime.

The move by the U.K.’s Se-
rious Fraud Office, which in-

vestigates complex crimes,
comes after failed efforts to
negotiate a settlement with
BAE, Europe’s largest de-
fense contractor. It marks a re-
newed push by British author-
ities to resolve a highly con-
troversial case that has
dragged on for five years and
cost millions of pounds to in-
vestigate.

For BAE, the case raises an
old ghost that the London-
based firm long has tried to
put to rest. A successful prose-
cution against it would dent

the company’s reputation,
likely limit its ability to get
public contracts in Europe
and the U.S., and could
prompt the U.S. government
to tighten already-strict regu-
lations on their operations
there.

The SFO said Thursday
that it plans to press charges
against BAE pending ap-
proval from the U.K.’s attor-
ney general. Investigators
have been probing potential
bribes paid by BAE to win con-
tracts in various countries, in-

cluding the Czech Republic,
Romania, South Africa and
Tanzania.

BAE, in a statement, said it
is working to resolve the mat-
ters being investigated by the
SFO “at the earliest opportu-
nity.” It added that the com-
pany “has at all times acted re-
sponsibly in its dealings with
the SFO.”

A spokesperson for the at-
torney general said the gov-
ernment’s legal adviser will
assess whether there is suffi-
cient evidence to prosecute

and if it is in the public inter-
est to do so.

The BAE probe is rooted in
allegations involving not the
Eastern European and Afri-
can countries, but rather
Saudi Arabia. In 2004, the
SFO launched a probe into
whether bribes had been paid
by BAE to Saudi officials to se-
cure a massive fighter-jet
deal, known as the Al
Yamamah contract, with the
government of Saudi Arabia.
An investigation quickly

Please turn to page 27

By Stephen Fidler,
Alessandra Galloni

and Adam Cohen

By Marc Champion

GENEVA—Iran agreed in
principle to send “most” of its
known stockpile of enriched
uranium for processing
abroad to make fuel rods for a
medical-research reactor, in
what U.S. and European offi-
cials said after daylong talks
in Geneva on Thursday would
be a significant move that
would delay Iran’s potential
to build a nuclear weapon.

While diplomats were cau-
tious about the outcome of the
talks, held in an 18th-century
villa on Lake Geneva, they said
that the deal to transfer en-
riched uranium, if carried
through, could go a long way
to establishing confidence in
Iran’s intentions and reassur-
ing concerns in the region.

Analysts believe Iran re-
cently has acquired sufficient
low-enriched uranium to
make one nuclear bomb if the
material were enriched fur-
ther to weapons grade. Asked
how much of that material
Iran would have to send away,
a senior U.S. official said
“most of it.”

U.S. and European officials
also said Iran had agreed to al-
low inspectors from the Inter-
national Atomic Energy
Agency to inspect the recently
revealed uranium-enrichment
facility that Iran has has been
building in secret at Qom, in
north-central Iran. The officials
said they expect Iran to comply
fully with the IAEA within two
weeks. The two sides agreed to
meet for further talks by the
end of the month.

Thursday’s meeting was
the first in six years of negotia-
tions between the interna-

Please turn to page 4

Tehran
will send
uranium
abroad

The euro-zone economy
may have returned to
growth in the third quarter,
but recovery from its deep-
est recession since World
War II looks likely to be
gradual, as unemployment
hits a decade high. Page 2

n The U.K. recovery looks
set to be modest and ham-
pered by the manufacturing
sector, data showed. Page 2

n Bernanke said a council of
U.S. regulators, rather than the
Fed alone, should be charged
with monitoring threats to the
U.S. financial system. Page 3

n Stocks kicked off the
fourth quarter on a down
note in the U.S. and Europe
as weak economic data pres-
sured shares. Page 18

n BofA directors, blindsided
by Ken Lewis’s resignation
announcement, are consider-
ing whether to bring in a
short-term CEO. Page 17

n Comcast and GE are dis-
cussing a plan to merge Com-
cast’s cable networks with
GE’s NBC Universal. Page 19

n U.S. car sales slid in Sep-
tember after the govern-
ment’s “cash for clunkers”
program ended. Page 8

n A deal to save GM’s Sat-
urn brand fell through after
former race-car driver Roger
Penske scrapped a bid to buy
its network of dealers. Page 8

n Indonesia began searching
for survivors buried in the
rubble left by Sumatra’s
earthquake, with 1,100 deaths
reported so far and more be-
lieved trapped. Page 11

n Asda hopes to gain custom-
ers’ loyalty by giving them
more say in how the Wal-
Mart-owned U.K. grocery
chain runs its stores. Page 5

n France’s finance chief
voiced support for France
Télécom’s CEO, who is under
increased pressure over sui-
cides at the company. Page 7

n Ukraine’s Naftogaz said it
failed to redeem the principal
on its $500 million Eurobond,
but made the final coupon
payment on the debt. Page 21

n Cisco agreed to buy Nor-
way’s Tandberg, a maker of
video conference systems,
for about $3 billion. Page 7

n The fall of Romania’s rul-
ing coalition could delay ma-
jor fiscal changes needed to
meet conditions for interna-
tional bailout loans. Page 10
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During the boom, banks
piled into asset management.
Now, many are trying to pile
out. Good luck with that.

It was a perfect boom-
time business. Banks could
use their extensive distribu-
tion networks to lure custom-
ers into paying high active-
management fees for index-
tracking performance. Capital
requirements were low, com-
missions high and the poten-
tial economies of scale huge.

Asset management now
has turned into an albatross
around the necks of many
banks. Few achieved the scale
to generate an adequate re-
turn, and in today’s climate
that looks even tougher.
More important, investors
have wised up to the conflicts
of interest and the shoddy
performance of too many in-
house fund managers.

But the same forces push-
ing banks toward possible
sales of asset managers are
causing potential buyers to
walk away. Consider Royal
Bank of Scotland Group,
which is currently touting its
in-house asset manager

whose $35 billion of invest-
ment funds are distributed
via its Coutts private bank.
Rival banks won’t want to be
at the mercy of a competi-
tor’s distribution network.
And independent fund man-
agers are unlikely to buy with-
out either revenue guaran-
tees or some form of prefer-
ential distribution agreement
or a combination of the two.

The result is a buyers’
market in which deals will
be highly structured and the
upfront terms potentially un-
attractive for the vendor.
That already is reflected in
recent transaction prices.

But what is the alterna-
tive? Santander abandoned
a possible sale of its asset-
management division last
year when it didn’t like the
prices offered. Crédit Agri-
cole and Société Générale
opted to put their asset man-
agers in a joint venture that
might cause all sorts of
structural headaches but
would at least have scale.
And Italy’s Intesa Sanpaolo
is considering an IPO of its
Banca Fideuram asset-man-
agement division.

None of these solutions
provides a clean exit, or a re-
sponse to the industry trends.
The risk is that the longer
banks delay the more value
will leak away. Many banks
will be tempted to postpone a
sale and cross their fingers
that conditions improve. The
smarter option is to face up to
reality, take the hit now and
move on. —Simon Nixon

Next stop, New York. Kohl-
berg Kravis Roberts has
taken a step toward its long-
cherished NYSE listing via
Thursday’s completion of a
merger with its Amsterdam-
listed fund unit, KKR Private
Equity Investors.

The firm is a changed
beast from that which first
filed for an IPO in 2007. The
outlook for the industry is rad-
ically different. Deals are

sparse, fund raising is tough
and many boom-time transac-
tions are under water.

This explains KKR’s ef-
forts to diversify. KKR has
started investing in global in-
frastructure, beefed up its dis-
tressed-debt arm and is in-
vesting in companies in new
ways, including partnering in
joint ventures. It is also build-
ing a capital-markets capabil-
ity, cutting out investment-

bank intermediaries.
KPE’s share price has

surged from a low of $1.93 to
$9.43, suggesting KKR is
worth $6.3 billion, or 6.5
times 2009 earnings accord-
ing to Rabo Securities. Despite
KKR’s shareholder-unfriendly
structure, the valuation isn’t
too demanding for those who
believe the firm’s diversifica-
tion efforts will bear fruit.

—Richard Barley

A diversified KKR could be a bargain

Is Knight tilting at windmills with Eni?
Eric Knight is a dogged

shareholder activist and
shrewd self-publicist. But
his recent targets look in-
creasingly quixotic.

After his ill-timed as-
sault on HSBC, as it demon-
strated its resilience in the
financial crisis, he is de-
manding the breakup of en-
ergy group Eni—hardly an
easy target, given Italy’s
30% stake.

Eni appears to trade at a
big discount to the sum of
its parts. Knight Vinke, Mr.
Knight’s firm, estimates the

exploration and production
division is worth around
Œ70 billion ($102 billion) us-
ing a discounted-cash-flow
model. Utility multiples im-
ply Eni’s regulated gas busi-
ness is worth around Œ42
billion. Combined, they sug-
gest Eni’s enterprise value
is 20% below where it could
be.

Eni insts there are syner-
gies between the busi-
nesses. Knight Vinke says
the gas-marketing arm
should be spun off. Eni
counters that contracts

with Gazprom and
Sonatrach, among others,
unlock access to exploration
opportunities in places like
Russia.

Still, Eni needs to ex-
plain how it proposes to
close the apparent discount.
It has listed a stake in gas-
transport unit Snam Rete
Gas. At some point, Eni
should sell its remaining
52%, worth over Œ5 billion,
and revisit selling noncore
businesses. That is probably
the best Knight Vinke can
expect.
 —Matthew Curtin

Trove of fossils sheds light on human past
Far fewer connections
with chimps and apes
found than expected

Banks’ buyers’ market

By Robert Lee Hotz

After 15 years of rumors, research-
ers made public fossils from a 4.4 mil-
lion-year-old human forebear they
say reveals that our ancestors were
more modern than scholars had as-
sumed, widening the evolutionary
gulf separating humankind from apes
and chimpanzees.

The highlight of the extensive fos-
sil trove was a female skeleton a mil-
lion years older than the iconic bones
of Lucy, the primitive female figure
that has long symbolized human-
kind’s beginnings.

An international research team led
by paleoanthropologist Tim White at
the University of California, Berkeley,
unveiled on Thursday remains from
36 males, females and young of an an-
cientpre-humanspecies calledArdipi-
thecus ramidus, unearthed in the
Awash region of Ethiopia starting in
1994. The creatures take their scien-
tific name from the word for root in
the local Afar language. They are not
the oldest known fossils of homi-
nids—as pre-human species and their
relatives are called—but they com-
prise the most complete set discov-
ered so far.

“It is not a chimp, and it is not hu-
man,” said Dr. White. “It gives us a
new perspective on our origins. We
openeda time capsule from a time and
place that we knew nothing about.”

Although the differences between
humans, apes and chimps today are le-

gion, we all shared a common ances-
tor six million years or so ago. These
fossilssuggestthatcommonancestor—
still undiscovered—resembled a
chimp much less than researchers
have always believed.

In fact, so many traits in modern
chimps and apes are missing from
these early hominids that researchers
now question the notion that chimps
and apes are a repository of primitive
traits once shared by our ancestors.

“We all thought the ancestral animal
would look more like a chimp,” ex-
plained Yale University anthropolo-
gist Andrew Hill.

Instead, the new finds show that
what seems most ancient about mod-
ern chimps and apes—such as canine
fangs, long limbs with hooked fingers
meant for swinging through trees,
and hands designed for knuckle-walk-
ing—may actually be more recent de-
velopments, the researchers said. In

that sense, the human hand today ac-
tually may be the more primitive ap-
pendage, they said.

“It is the chimps and gorillas that
have been evolving like crazy in terms
of limbs and locomotion, not homi-
nids,” said Kent State University an-
thropologist Owen Lovejoy, a senior
scientist on the research team. “We
took a different tack. We went social.”

Documented in 11 research papers
to be published Friday in Science, the

fossils offer a detailed look at a spe-
cies of sturdy, small-brained crea-
tures that dwelled in an ancient Afri-
can glade of hackberry, fig and palm
trees, by a river that long ago turned
to stone. Despite their antiquity, their
bodies were already starting to
presage humanity, the scientists said.

Unlike modern apes and chimps,
these hominids had supple wrists,
strong thumbs, flexible fingers and
power-grip palms shaped to grasp ob-
jects like sticks and stones firmly.
They were primed for tool use, even
though it would be another two mil-
lion years or so before our ancestors
began to fashion the first stone
blades, choppers and axes.

There is no way to gauge these
creatures’ intelligence, but they had
brains barely bigger than the head of a
golf club—much smaller than the
more recent species, called Australop-
ithecus afarensis, to which the Lucy
skeleton belonged.

The creatures were still evolving
the ability to walk upright, with a big
toe better suited for grasping
branches than stepping smartly
along, an analysis of their anatomy
shows. They made their home in the
woods, not on the open savannah
grasslands long considered the main
arena of human development. Yet
their upright posture, distinctive pel-
vis and other toes suggest they
walked easily enough. Most impor-
tantly, they showed no sign they
walked on their knuckles, as contem-
porary chimps and apes do.

“They are not what one would
have predicted,” said anthropologist
Bernard Wood at George Washington
University.

Stephen Hester, chief of RBS,
in London over the summer

Financial Analysis and Commentary
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An illustration, left, shows a probable life appearance of the Ardipithecus ramidus. Images of cranium and mandible, right.
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Euro-zone upturn sags
Unemployment rises
and output declines;
IMF lifts forecast

Manufacturing woes hit
U.K. economic recovery

INDEX TO BUSINESSES

By Nicholas Winning

LONDON—The euro-zone econ-
omy may have returned to growth in
the third quarter, but the common-
currency area’s recovery from the
deepest recession since World War
II looks likely to be gradual.

Economic data released Thurs-
day showed unemployment in the 16
countries that share the euro has hit
a 10µ-year high, manufacturing out-
put is falling and German retail sales
are slumping. The International
Monetary Fund raised its euro-zone
growth forecasts, but said the recov-
ery will be sluggish.

“The modest pace of recovery is
consistent with continued housing-
market pressures in some econo-
mies, enduring strains in the largely
bank-based financial sector, and a
drag from the labor markets,” the
IMF said in its latest quarterly
World Economic Outlook.

The Washington-based body said
it now expects the euro-zone econ-
omy to contract 4.2% this year rather
than 4.8%, then grow 0.3% in 2010
rather than shrink 0.3%. Low inflation
should allow the European Central
Bank to maintain very low interest
rates to support the recovery, it said.

The ECB is expected to leave its
key interest rate at a record low of
1% after its monetary policy meeting
next Thursday.

Euro-zone gross domestic prod-
uct shrank 0.1% on a quarterly basis
in the second quarter, a surprisingly
big improvement on the record 2.5%
slump seen in the first three months
of the year. Many economists say the
region returned to quarterly growth
between July and September.

But even though many European
countries have launched measures to
supporttheir labor markets—such as
Germany’s incentives for companies
to put workers on shortened hours
rather than lay them off—the euro
zone’sunemploymentrateisstilledg-
ing higher, albeit at a slower rate.

Eurostat, the European Union’s
statistics agency, said the euro
zone’s jobless rate rose to 9.6% in Au-
gust from 9.5% in July, the highest
rate since March 1999 and two per-
centage points higher than in Au-
gust last year.

Job losses have been particularly
acute among people under the age
of 25, a sign that the economic crisis
may be marking a whole generation
of graduates and those who decide
to leave school. Eurostat said the
youth unemployment rate in the
euro zone soared to 19.7% in August
from 15.6% in August last year.

“We expect euro-zone unemploy-
ment to continue to trend higher
into 2010, particularly as short-time
working schemes start to expire,”

said Martin van Vliet, an economist
at ING.

Destatis, Germany’s Federal Sta-
tistics Office, said retail sales in the
euro zone’s biggest economy were
1.5% lower in August than in July
and down 2.6% in real terms from Au-
gust last year. That is the sharpest
monthly decline this year and below
market expectations of a 0.1% rise.

The data look particularly weak,
but economists note that they don’t
include car sales, which have been
boosted significantly by the govern-
ment’s Œ5 billion ($7.32 billion) car-
scrappage program, which has now
expired.

The latest survey of manufactur-
ing companies across the euro zone
by Markit Economics showed out-
put in that sector fell for a 16th con-
secutive month in September, al-
though it is edging gradually closer
to growth.

The purchasing managers index
for the sector rose to 49.3 in Septem-
ber from 48.2 in August. A reading
below 50 indicates output is declin-
ing while a reading above 50 shows
it is expanding.

“While output and orders rose at
increased rates,thepaceof expansion
was lackluster, held back by signs of
momentum waning in some coun-
tries, notably Germany, the Nether-
lands and Spain,” said Chris William-
son, chief economist for Markit.

 —Geoffrey T. Smith in Frankfurt
and Ilona Billington in London

contributed to this article.

By Ilona Billington

LONDON—A raft of economic
data lent weight to the belief that the
pace of Britain’s economic recovery
looks set to be modest and hampered
by the manufacturing sector, which
contracted again in September.

Asurveyshowedthatmanufactur-
ing output fell for a second straight
month, coming in at 49.5 after drop-
ping to 49.7 in August. The key
50-point level defines whether the
sector is contracting or expanding.

Markit Economics and the Char-
teredInstituteofPurchasingandSup-
ply, which compile the survey, said
job cuts and low output levels
weighed on the more positive as-
pects of the survey. Those included a
riseinorders,largelybecauseaweak-
ened pound has buoyed exports.

“The second successive modest
retreat in the manufacturing pur-
chasing managers’ index in Septem-
ber is obviously disappointing, and
highlights the fact that the U.K. econ-
omy still faces difficult times de-
spite a probable return to growth in
the third quarter,” said Howard Ar-
cher,chief U.K. and euro-zone econo-
mist for IHS Global Insight.

The PMI’s decline was also in line
with a survey out earlier that re-
ported a slight retreat in business
confidence, with manufacturing
companies weighing on the index.

“September’s confidence has
clearlybeen drivenby weakening op-
timism amongst manufacturing

firms, caused perhaps by the leveling
off of an upturn in global trade vol-
umes,” said Trevor Williams, chief
economist for Lloyds TSB Corporate
Markets, which compiled the survey.

CIPS Chief Executive David Noble
said it is important to remember
that the September PMI figure
doesn’t alter the fact that manufac-
turing has staged a “significant re-
bound” from November’s “unprece-
dented low.”

Somewhat more encouraging
was a survey of lenders from the
Bank of England Thursday showing
that companies found credit more
widely available in the third quarter.
 —Adam Cohen in Brussels

and Natasha Brereton in London
contributed to this article.
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Job seekers stand in line at the Federal Office of 
Employment in Nuremberg, Germany, this September

Garry Kasparov and Anatoly Kar-
pov played their final world-champi-
onship chess match in 1990. A Tues-
day Marketplace article about their
recent match in Spain incorrectly
said their last world-championship
match was in 1987. In addition, Bobby
Fischer played the chess opening Ale-
khine’s Defense a number of times
prior to his 1972 match with Boris
Spassky. The article incorrectly said
Mr. Fischer had never played the
opening before. Mr. Fischer also
opened his sixth game with Mr.
Spassky with the move c4. The article
incorrectly said he opened with d4.

Jean-Dominique Senard is a
Non-General Managing Partner of
Cie. Générale des Établissements

Michelin. A Thursday Corporate
News article about the company in-
correctly described him as chief fi-
nancial officer.

In Europe, 19 initial public offer-
ings raised $189 million in the third
quarter, down from 30 that raised
$584 million a year ago. A Money &
Investing article Thursday mis-
stated the value of the IPOs in this
year’s quarter as $189 billion.

Clarium Capital Management’s
hedge fund lost nearly 16% through
mid-September. A chart with a Tues-
day Money & Investing article about
hedge-fund managers with contrar-
ian views on the economy incor-
rectly gave the loss as 12%.
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By Ian Johnson

BEIJING—As she watched a live
television broadcast of goose-step-
ping soldiers on Tiananmen Square
and fighter jets in tight formation
swooping over the Forbidden City,
42-year-old shopkeeper Liu Yan’s
heart swelled with pride.

China’s 60th anniversary parade
made her feel that China at last has
achieved respect in the world.

“First of all, it’s very satisfying to
see how prosperous the country has
become,” said Ms. Liu, who grew up
at the tail end of the Cultural Revolu-
tion, a reign of terror under former
leader Mao Zedong. Now she does a
thriving business selling Frosted
Flakes, spaghetti sauce and tins of
capers to a mainly foreign clientele.

“It’s like in life: You go out wearing
rags, how do you feel?” Ms. Liu said.
“We’re wearing clothes that make us
feelgood.It’samatterofhaving face.”

Thursday’s 2µ-hour parade
kicked off the country’s weeklong Na-
tional Day celebration, which this
year is especially important because
it is a round number—the 60th anni-
versary of the founding of the Peo-
ple’s Republic of China. Besides being
a hit with many Chinese, the parade
was also a rare chance for foreign ob-
servers to gauge the country’s leader-
ship and take a look at the country’s
latest military technology.

Ms. Liu, like many viewers, sang
along,occasionallyjumpingoutofher

chair in excitement to clap her hands.
Others shared her excitement, using
the occasion to reflect on how far
theircountryhascomeinsixdecades—
especially the past three when the
country cast off communist central
planning and embraced free markets.

“You look at our lives and they’re
much better than before,” said You
Lan, a 55-year-old bicycle parking
lot attendant. “When I look at the pa-
rade, I see how rich the country is
and how for our children things are
getting better and better.”

Yin Fenghua, a 28-year-old visitor
from a neighboring province having
dinner at a hotpot restaurant, said
the parade showed China was stron-
ger now than 10 years ago, when it
last had a big parade. “The air force
flight demonstrations impressed me,
which I feel is quite different from the
50th ceremony,” Mr. Yin said.

The only hiccup for some was that
the events were mainly made for tele-
vision. Because of blanket security
that smothered any sense of sponta-
neity, ordinary people couldn’t get
close to the parade or Thursday
evening’s elaborate fireworks.

Around 7 p.m., police began clear-
ing people from the street that runs
north of the Forbidden City. Two
dozen residents sitting at the south-
ern end of Jingshan Park refused to
budge and faced off against police.

“We just want to watch the fire-
works from here,” said Zhao Quan, a
70-year-old nearby resident. “This

should be a holiday for all the people
of this country.”

Television, however, was the pre-
ferred method for foreign analysts to
search for clues to China’s military
modernizationandleadershipconstel-
lations. On the military side, the hard-
ware on display was already known to
experts, but it highlighted the air
force’snewcapabilityforin-flightrefu-
eling. On television, cameras at one
phase cut away from the events in
Beijing for a few minutes to show the
navydoingexercises,proofofthecoun-
try’s emerging blue-water navy.

The television coverage was also
scrutinized for what it said about
China’s leadership. The celebrations
were preceded by one of the Commu-
nist Party’s annual plenums, a
chance for top leaders to gather and
make decisions on personnel and
policy. This year was supposed to
have seen a rising star, Xi Jinping,
take a step closer to being the succes-
sor to current top man Hu Jintao,
who is due to step down in 2012. Mr.
Xi was to have been named vice
chairman on the Central Military
Commission, just below Mr. Hu, just
like Mr. Hu was a decade ago.

Instead, Mr. Xi didn’t get the pro-
motion. While this doesn’t mean he
won’t succeed Mr. Hu, analysts ea-
gerly watched the leaders who were
viewing the parade for clues as to
the succession.

What they noticed was that the
television footage frequently cut

awaytoMr.Hu—whichwasexpected—
but also to his predecessor, Jiang
Zemin, who is seen as one of Mr. Xi’s
backers.Thereason?Analystsspecu-
latedthatthepartywantedtoempha-
size that whatever backroom divi-
sions might exist, it remains united.

“There was a remarkable effort
to show political continuity and
party unity,” said Russell Moses, a
Beijing-based political scientist.

The main events were choreo-
graphed to perfection. Students car-
ried large books that they held up
over their heads and opened in uni-
son to make giant pictures or slo-
gans. When they turned the pages in
unison, following radioed instruc-
tions, new pictures and slogans ap-
peared for the onlookers.

Thebrilliantlysynchronizedeffort
was the result of hundreds of hours of
practice, an honor that many had vied
for. “Almost everyone wanted to par-
ticipate because it looks good to have
been selected,” said Fu Yiran, a
14-year-old high school student.
“Onlythebeststudentsgetto dothis.”

The viewers of this extravaganza
were a television audience of hun-
dreds of millions and a handpicked
audience of dignitaries. On the
north side of Tiananmen Square,
just near a giant portrait of the com-
munist leader Mao Zedong, the coun-
try’s leaders solemnly reviewed the
event. President Hu was dressed in a
gray high-collared Mao jacket as he
reviewed the troops from an open-

top black limousine.
While the event had the hall-

marks of an old-style communist pa-
rade, the differences to years past
were striking. After China launched
its economic reforms in the late
1970s, its first large National Day cel-
ebration was in 1984. That event
was also planned but had an air of
genuine spontaneity, as people cele-
brated China’s emergence from de-
cades of totalitarian rule. Ragged
groups of students carried banners
lauding the architect of China’s re-
forms, Deng Xiaoping, while enor-
mous floats featured giant televi-
sions and automobiles—the early
fruits of China’s upward trajectory.

But as in past parades, much for-
eignattentionwasfocusedonthemil-
itary hardware for clues to the coun-
try’s rapid military modernization.
At the 50th anniversary in 1999,
24,000soldiersparadedby,oftenfea-
turing weapons that were not too
modern at the time. Reflecting the
armed force’s shift from a large land-
based army to a smaller, modern
force, just 5,000soldiersparticipated
this time, but featured weapons that
would be the envy of many countries.

Chinese government officials
said 52 weapons systems—all made
in China—were on display.
 —Josh Chin, Kersten Zhang

and Gordon Fairclough
contributed to this article.

1985
U.K. Defense Secretary signs 
Al Yamamah arms deal with 
Saudi government, valued 
about £43 billion ($69 billion).

November 2004
The British government announces 
an investigation into alleged false 
accounting practices involving BAE 
and two other companies, relating 
to BAE's defense contracts with 
Saudi Arabia. 

December 2006
SFO drops inquiry into Saudi 
relations at request of then-Prime 
Minister Tony Blair, who cited 
national security interests. SFO 
continues investigation into 
potential bribes in other countries.

June 2007
U.S. Justice Department opens 
probe into BAE's compliance 
with anticorruption laws.

August 2007
BAE commissions former top 
judge Harry Woolf to conduct 
independent audit of the 
company's ethical practices.

April 2008
Britain's High Court rules in favor 
of antibribery campaigners that 
the SFO's decision to halt its 
investigation was unlawful. 

May 2008
U.S. Justice Department briefly 
detains and issues subpoenas to  
then CEO Mike Turner and a 
board member. 

Lord Woolf issues report urging 
changes to BAE's practices on 
ethics. BAE executives acknowledge 
past laxity in report.

July 2008
The U.K. House of Lords rules the 
SFO acted lawfully when it halted 
the investigation.

September 2008
Austrian police search locations 
looking for evidence of alleged 
bribes they say BAE paid to win   
  military-aircraft contracts in   
  Austria and the Czech Republic.

    October 2009
     U.K. authorities say they are  
       pursuing corruption charges  
     against BAE.

A controversial story | BAE’s arms deals have been under scrutiny for several years.

Costly conduct
In contrast to the U.K., U.S. authorities have been getting tougher in 
corporate-bribery investigations.

2005
U.S. defense contractor Titan Corp. 
paid $28.5 million in fines and other 
penalties for $3.5 million in alleged 
bribes in Benin.

2007
U.S. oil-field-services company Baker 
Hughes Inc. was fined $44 million in 
2007 for improper payments in 
Kazakhstan. Baker Hughes didn't 
admit or deny charges. 
U.S. telecom firm Lucent Technologies 
Inc. paid $2.5 million and admitted to 
failing to properly record millions of 
dollars in travel for sightseeing trips by 
about 1,000 Chinese officials.

February 2008
Kellogg, Brown & Root LLC—a 
former unit of Halliburton Co. now 
owned by KBR Inc.—pleaded guilty 
to federal bribery charges and 
agreed to pay $579 million in fines 
and penalties arising from a 
long-running scheme in Nigeria.

December 2008
German conglomerate Siemens AG 
paid $800 million in fines to end 
litigation in the U.S. Siemens didn't 
admit to any of the alleged bribery.

BAE faces U.K. corruption charges over alleged bribes

China orchestrates show of military prowess and political unity
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grew to include other countries.
The British government halted

the investigation in late 2006 citing
national-security concerns, which
sparked outrage in Britain and re-
bukes from other Western coun-
tries, including the United States.

The U.S. Department of Justice is
conducting its own investigation
into the Saudi deal. Swiss authori-
ties also are investigating possible
money-laundering charges but
aren’t targeting BAE as a firm or its
employees, said a spokeswoman for
the Swiss attorney general’s office.

BAE, in its 2007 annual report,
said that it “has not acted unlaw-
fully in relation to its dealings with
the Kingdom of Saudi Arabia or in re-
lation to anti-corruption laws.”

But even with the investigation
into the Saudis out of the picture,
the SFO’s examination had grown to
encompass contracts with other
countries. Since then, the SFO has
been investigating possible bribes

in relation to deals including the
sale of two former naval frigates re-
furbished by BAE and sold to Roma-
nia, the sale of fighter planes in the
Czech Republic and South Africa,
and payments in relation to the sup-
ply of an air-traffic control system
to Tanzania.

The SFO had been pushing BAE
to plead guilty to remaining corrup-
tion allegations. One of the sticking
points had been the size of any fines.
The SFO had been looking to secure
more than £100 million, or about
$160 million, but BAE was willing to

pay closer to the low tens of millions
of pounds, according to people famil-
iar with the matter. The two sides,
however, could still come to some
agreement.

A resolution to the probe is a pri-
ority for Richard Alderman, who
took over as the head of the SFO in
April 2008, and has been trying to
overhaul the agency. Mr. Alderman,
56 years old, has been vocal about
the agency’s previous weaknesses,
including a low prosecution success
rate and the organization’s badly
damaged reputation as a result of
the BAE case. His strategy is to more
closely emulate the U.S. model, both
in terms of placing more emphasis
on corruption cases and looking to
alternatives to prosecutions such as
plea-bargain-style agreements.

The SFO’s move to press ahead
with corruption charges against
BAE is “going to send shock waves
across corporate Britain,” said Chris-
topher Grierson, a partner at Lon-
don-based law firm Lovells LLP. Un-
til now, U.K. companies generally
have thought of themselves as re-
moved from the kind of focus on cor-
ruption that U.S. authorities have
placed on companies across the At-
lantic, he said.

BAE is the world’s second-big-
gest defense contractor by sales, af-
ter U.S. giant Lockheed Martin
Corp., and is one of the U.S. Defense
Department’s top suppliers. Corrup-
tion charges could hinder the compa-
ny’s ability to win defense contracts
and acquire rivals in the U.S. and Eu-
rope, lawyers and industry officials
say.

The British and U.S. probes of
BAE’s past relations with foreign
customers have cast a cloud over
the company, even as it tried to dem-
onstrate publicly that it was ensur-
ing staff adhered to strict new eth-
ics rules.

In May 2008, the U.S. Justice De-
partment briefly detained and is-
sued subpoenas to then-Chief Execu-

tive Mike Turner and a BAE board
member on arrival in Houston from
London. The move came just three
weeks after BAE published an exter-
nal report on its ethical practices
and pledged changes. The report
said, among other things, that Mr.
Turner and BAE Chairman Dick
Olver acknowledged the company in
the past hadn’t paid sufficient atten-
tion to ethical standards. Following
the report, BAE changed corporate
rules and conducted ethics training
for all its staff. BAE declined to com-
ment at the time.

When Mr. Turner retired in Au-
gust 2008, he expressed frustration
with the lingering investigations.
“It’s bad for morale, it’s bad for the
U.K. and it’s bad for the company,”
he said in an interview with The
Wall Street Journal.

Continued from first page

A successful
prosecution could
limit BAE’s ability to
get public contracts.
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ECB President Jean-Claude Trichet, left, with Swedish Minister for Finance
Anders Borg during gathering of European finance ministers on Thursday.

Several European bank analysts
said they hadn’t followed the exer-
cise, and European stock indexes
showed little investor reaction to
the tests. One official observer said
the tests were “designed to reas-
sure.”

By contrast, U.S. bank stress
tests completed in May, while
viewed by some analysts and inves-
tors as choreographed, concluded
that 10 U.S. banks needed to raise
an additional $74.6 billion in capi-
tal and pinpointed how much capi-
tal each bank needed. U.S. stock in-
dexes, and the banking sector, rose
sharply throughout the spring and
summer.

The losses for the 22 European
banks, which represent 60% of EU
banking assets, were calculated as-
suming an economic contraction of
5.2% this year and 2.7% next year.

That compares with the current
forecasts calling for negative
growth of 4% this year and positive
growth of 0.4% in 2010.

In their statement, the minis-
ters said: “This resilience of the
banking system reflects the recent
increase in earnings forecasts and,
to a large extent, the important sup-
port currently provided by the pub-
lic sector to the banking institu-
tions.”

They said based on current eco-
nomic forecasts, an important mea-
sure of capital adequacy—the so-
called Tier 1 capital ratio—would
be well above 9% for the 22 banks,
compared with a minimum require-
ment of 4%. Under the stress tests’
more pessimistic economic sce-
nario, no bank would see its Tier 1
capital ratio fall below 6%.

The results aren’t directly com-
parable with a more extensive
study of the European banking sys-
tem by the International Monetary
Fund, which was published earlier
this week. Nor are the results com-
parable with the U.S.’s stress tests
earlier this year.

The IMF said banks in the 16-na-
tion euro zone wouldn’t need to
raise capital to ensure that banks
had at least a 6% Tier 1 ratio, but
banks would need to raise $150 bil-
lion to increase the ratio to 8% and
$380 billion to boost it to 10%.

The adequacy of European bank
capital cushions has been a source
of friction between European gov-
ernments and the U.S., which had
spilled into meetings of the Group
of 20 leading and developing econo-

mies, whose leaders met in Pitts-
burgh last week.

The U.S. is worried that poorly
capitalized banks could undermine
economic recovery—as they did in
Japan in the 1990s. Ahead of the
G-20 meeting, the U.S. proposed
that all banks increase capital to
comply with a leverage ratio, or to-
tal assets as a multiple of equity cap-
ital, that would imply the need for
major capital-raisings for some big
European banks.

European governments, led by
France and Germany, succeeded in
diluting the U.S. initiative. The capi-
tal-adequacy measures used in Eu-
rope incorporate capital other than

equity and calculate it as a propor-
tion of risk-weighted assets, which
are adjusted for their perceived
riskiness by regulators. For exam-
ple, bonds issued by a bank’s na-
tional government are rated zero.

The IMF calculated that insist-
ing on a leverage multiple of 25, a po-
tential future target for big global
banks, would force U.S. banks to
raise $130 billion in new capital. But
banks in the euro zone would need
to raise much more: $310 billion.
Those in the U.K. would also need a
$120 billion capital boost. These ex-
tra requirements would also fall
most heavily on big banks engaged
in capital markets and derivative ac-

tivity, bank analysts said.
Even without new rules firmly

in place, some banks are taking ad-
vantage of buoyant stock markets
to boost capital, if modestly. Three
European banks announced this
week they intended to tap the finan-
cial markets for money to boost
their capital.

BNP Paribas SA, France’s larg-
est bank by market value, an-
nounced Tuesday that it would
launch a Œ4.3 billion rights issue
that it would use, along with other
funds, to pay back the French state
for the Œ5.1 billion in nonvoting
shares it bought in BNP.

Two Italian banks, UniCredit
SpA and Intesa Sanpaolo SpA, also
unveiled capital-raising plans, ef-
fectively turning their backs on gov-
ernment-sponsored bonds that had
been made available to Italian
banks amid the financial crisis and
said they would tap the financial
markets.

The Italian state-aid packages
came with several strings attached—
including restrictions on dividends
and bonuses—so most Italian
banks have decided not to take up
the government’s offer.

UniCredit announced a Œ4 bil-
lion capital increase, while Intesa
Sanpaolo said it would issue a Tier 1
hybrid bond worth up to Œ1.5 billion
to strengthen its finances.

Because BNP is buying out a gov-
ernment stake, its Tier 1 ratio rises
only slightly from 9.1% from 9.3%.
UniCredit’s Tier 1 ratio rises to
8.46% from 7.66%, while Intesa’s in-
creases to 8.1% from 7.7%, accord-
ing to bank analysts.

Continued from first page

Fed Chairman Ben Bernanke testifies at a House Financial Services Committee hearing in Washington on Thursday.

Fed chief calls for team effort to monitor risk
Bernanke proposes
council of regulators
to protect U.S. system

News in Depth

By Maya Jackson Randall

And Tom Barkley

WASHINGTON—A council of U.S.
regulators—rather than the Federal
Reserve alone—should be charged
with monitoring threats to the U.S.
financial system, Fed Chairman Ben
Bernanke told a congressional panel
Thursday.

Mr. Bernanke’s view that sys-
temic risk-monitoring should be a
group effort could address some
fears that the Obama administra-
tion’s plan to rework the U.S.’s fi-
nance rules would give the Fed too
much power.

Speaking before the House Finan-
cial Services Committee, Mr. Ber-
nanke continued to voice concern
about another controversial ele-
ment of the proposed financial-regu-
lation overhaul: efforts to strip the
central bank of its consumer-protec-
tion role. “I think there are some
costs to separating enforcement
and rule-writing,” Mr. Bernanke
said in response to a question at the
hearing.

He also shed some light on the
Fed’s efforts to review executive pay
at financial institutions, and said
that while the economic recession
may be coming to an end, he re-
mained concerned about a lack of
job creation.

The Obama administration and
the Fed have called on Congress to
rework financial regulations to bet-

ter prevent future crises. But key
proposals that would boost the
Fed’s power to protect the stability
of the financial system have come
under fire. Critics argue that the Fed
should scale back its regulatory role
and focus more intensely on mone-
tary policy. They also question
whether the central bank has the re-
sources to be a new uber-regulator
of systemic risks.

The proposal to create a Con-
sumer Financial Protection Agency
has also drawn criticism from regu-
lators, who say stripping out that

area of responsibility would hurt
their efforts to protect the sound-
ness of the banking system, and
from some Republicans, who say it
would restrict competition.

In his testimony, Mr. Bernanke
said monetary policy alone is a
“very blunt tool” in seeking to pre-
vent asset-price bubbles, because
you can’t target just one sector. “I do
think that the first line of defense
needs to be a stronger regulatory
system that would, on one hand, pre-
vent the excessive buildup of risk in
the first place,” he said.

“All federal financial supervisors
and regulators—not just the Federal
Reserve—should be directed and
empowered to take account of risks
to the broader financial system as
part of their normal oversight re-
sponsibilities,” Mr. Bernanke said.

The White House’s top economic
adviser also recently suggested that
other regulators could join the cen-
tral bank in regulating systemic
risk. “Systemic-risk regulation has a
number of elements,” National Eco-
nomic Council Director Lawrence
Summers told a group of reporters.

The proposed financial-rule over-
haul would also require that bank
employees’ pay be approved by the
Fed. Mr. Bernanke said Thursday
that the Fed will soon issue guid-
ance for comment on executive com-
pensation.

He named two principles that
will guide the Fed in its effort: The
structure of executive pay shouldn’t
provide incentives for taking risks,
and there should be appropriate
links between performance and pay.

The Fed’s plan would, for the
first time, inject government regula-
tors deep into compensation deci-
sions traditionally reserved for the
banks’ boards and executives.

On the economy, Mr. Bernanke
said that while growth may be start-
ing to come back, it is unlikely to be
fast enough to bring job losses down
to “a pace that we would like to see,”
and thus government assistance
with education or training could be
useful.

Growth has to come in above the
economy’s potential to create a suffi-
cient number of jobs, he said, so the
Fed doesn’t expect a rapid decline in
the unemployment rate next year. If
the economy expands at a 3% pace
next year, the jobless rate will likely
remain 9%, he said.

He said he was confident that the
central bank can exit from the uncon-
ventional steps it took at the height
of the financial crisis to keep credit
flowing without stoking inflation.

“I want to assure you that we
have every means of exiting from
the situation and avoiding inflation
even if we do not sell any of these as-
sets,” he said.

 —Michael R. Crittenden
contributed to this article.

Open expression
Artists test limits as China
allows a few flowers to
bloom > Pages 14-15

EU finance ministers say top banks passed stress tests
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By Sarah McBride

As Walt Disney Co. rereleases
“Toy Story” and “Toy Story 2” this
weekend in 3-D, other studios will
be watching to see if classic titles in
their own vaults might benefit from
a 3-D makeover.

While a reissue in 3-D might
seem like an easy way to breathe
new life into an existing property,
the costs and hurdles have led most
studios to hold off.

Just a handful of titles would jus-
tify the expense of a conversion and
rerelease—titles of the stature of
“Star Wars,” “Titanic,” “Lord of the
Rings,” and the “Harry Potter” se-
ries. All those titles have been tested
in 3-D. In 2005, director George Lu-
cas said he aimed to start rereleas-
ing the “Star Wars” movies in 3-D in
2007; the delay underscores some of
the complexities at play.

The “Toy Story” reissue will
need to take in north of $25 million
over its scheduled two-week run to
justify the cost of conversion and
marketing. If the movie does well,
the run could be extended.

Converting a movie to 3-D cur-
rently costs around $10 million. Mar-
keting costs add at least another $15
million to the total.

“The dollars just don’t add up at
the moment,” says Dan Fellman,
president of domestic distribution
for Time Warner Inc.’s Warner
Bros., who has considered every-
thing from “The Wizard of Oz” to
“The Matrix” for reissue in 3-D.
“Down the road, I’m sure there will
be a way.”

Indeed, Legend Films, a San Di-
ego-based 3-D production company,
among others, is working on less ex-
pensive methods to convert existing
movies to 3-D that might cost as lit-
tle as $2 million.

Films that would do well outside
the U.S., where an estimated 2,000
3-D screens exist, are also good can-
didates. Jon Landau, a partner at
Lightstorm Entertainment, says
the company hopes to bring its
blockbuster 1997 film “Titanic” out
in 3-D, but hasn’t yet announced a re-
lease date. “Titanic,” which took in
$1.2 billion overseas compared with
$600 million domestically, would
likely perform strongly in 3-D, Holly-
wood executives say.

Titanic producer James Cam-
eron is currently working on his
much-anticipated “Avatar,” a 3-D
fantasy that will be released for the
holidays. After that, plans for a 3-D
rerelease of “Titanic” could acceler-
ate.

Perhaps the biggest hurdle to
3-D rereleases is finding enough
screens. The movies require special
digital-projection systems that cost
about $80,000 each to install. The
U.S. currently offers about 3,000
3-D screens. The rule of thumb is
that a movie needs to reach 5,000
screens to make a profit.

In part that’s why the “Toy
Story” rerelease is coming out in
“shoulder season”—a time when it
won’t have to compete as hard for
space on existing 3-D screens com-
pared with the summer or winter
holidays. Disney’s 3-D rerelease
also has something of an ulterior

motive in laying the marketing
groundwork for next year’s “Toy
Story 3.”

There are some definite pluses to
updating existing movies in 3-D for-

mat for theatrical release. For start-
ers, 3-D movies command a ticket
price that’s generally $3 higher,
even for children.

There’s also a chance it will boost

sales of DVDs, once 3-D TVs become
widely available. Currently, few 3-D-
ready TVs have been sold in the U.S.
When penetration reaches 25 mil-
lion households or so, studios will
likely start releasing heritage mov-
ies in 3-D at a rapid clip, studio exec-
utives say, just as many dipped back
into their catalogs for titles to re-
lease in the Blu-ray high-definition
format.

Some movies would make diffi-
cult transitions to 3-D for technical
reasons. Newer movies are gener-
ally easier to convert, especially ani-
mated ones, but tend to have lots of
rapid cuts, which can tire the eye un-
less depths are similar in shot to
shot.

The goal of conversion is to cre-
ate film where “your eyes aren’t
hunting and pecking, going in and
out, trying to find that focal ele-
ment,” says Damian Wader, vice
president for business development
at conversion company In-Three
Inc.

Older movies, in contrast, linger
longer on each shot, which “allows
you to soak up the 3-D,” says Mr.
Wader. But many of their effects
translate badly.

Rob Moore, vice chairman of Via-
com Inc.’s Paramount movie studio,
says he thinks nostalgia can play a
large part in building an audience
for 3-D rereleases. As the studio
mines its vaults for candidates, he
said he’s hoping the reaction is
“Here’s a movie I loved, and now I
want to share it with my kids.”

Studios keep an eye on Disney’s 3-D release
‘Toy Story’ movies have the competition considering their own films for makeovers, despite costs and complexities

Dubai property fair set to begin Glaxo cancer drug draws
FDA concern in the U.S.
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By Peter Shaw-Smith

DUBAI—As a new business sea-
son gets under way in Dubai after
the Ramadan lull, property-indus-
try executives are anxiously watch-
ing to see if the Cityscape real-es-
tate jamboree can give the emirate a
much-needed shot in the arm.

While the industry is desperate
for price stabilization, opinion is di-
vided over whether Cityscape,
which kicks off Monday, will be a cat-
alyst for recovery or a harbinger of
doom for Dubai’s property industry.

During the boom years, Dubai’s
freehold house prices quadrupled
and the four-day annual event sym-
bolized the zeitgeist of the sheik-
dom’s property market. But that im-
age ultimately proved something of
a mirage when the global economic
crisis hit, casting a pall over the
emirate, sending home prices 50%
below their peaks and dramatically
slowing lending.

In contrast to the buzz of 2008,
when Cityscape stands filled the
Dubai World Trade Centre’s 12 exhi-
bition halls, exhibitors have cut the
size of their space reservations by
30% and only nine halls will be used
this year.

By the end of September, around
210 exhibitors had signed up for the
jamboree compared with 340 a year
earlier, although organizers said
they are accepting last-minute book-
ings. Cityscape takes place each Oc-
tober in Dubai and each April in Abu
Dhabi to give the real-estate indus-
try marketing opportunities.

“It’s going to be fairly unevent-
ful,” said Saud Masud, head of re-
search and senior real-estate ana-
lyst at UBS AG in Dubai. “It is proba-
bly going to be another 12 months,
another Cityscape, before we start
talking about new projects and op-
portunities for investors.”

The global economic crisis has
dented faith in Dubai’s economy and
proven difficult for both real estate
and construction, which account for
around 30% of Dubai’s gross domes-
tic product. Projects have slowed,
and jobs for real-estate brokers
have tumbled.

Cityscape organizers were given

a shock last month when two of
Dubai’s largest developers, Emaar
Properties PJSC and Nakheel, unex-
pectedly pulled out of the event only
to reverse their decision 48 hours
later.

While Cityscape’s managing di-
rector, Rohan Marwaha, said he ex-
pects a 20% decline in visitors from
2008, when more than 68,000 at-
tended, he sounded an optimistic
note. “Things are nowhere near as
bad as everyone is saying. Two-
thirds of projects are going ahead.
Construction is happening,” Mr.
Marwaha said.

But of the $492 billion, or 161, of
real-estate projects taking place in
Dubai, more are idled than under
way, Zawya.com data show. About
$203 billion, or 41%, are in the
works, while $211 billion are on hold
and $73 billion are delayed, making
up a combined share of 58%.

Last year, government-owned
Nakheel said it planned to build a
998-meter tower in Dubai; the com-
pany has since delayed the project.
On Thursday, Emaar said its much-
anticipated Burj Dubai Tower
project, which has been hounded by
speculation over its readiness, will
open “later this year.”

“Twelve months is a lifetime in
the real-estate sector in Dubai,” said
Blair Hagkull, managing director of
real-estate consultancy Jones Lang
LaSalle MENA. “What we have seen
is renewed confidence but also in-
creased caution,” he added. “All
eyes in the Middle East real-estate
sector will be on Cityscape Dubai.”

By Jennifer Corbett Dooren

WASHINGTON—The Food and
Drug Administration said a pro-
posed GlaxoSmithKline PLC cancer
drug was associated with a risk of se-
vere liver injury and questioned
whether the drug should be ap-
proved.

Glaxo is seeking FDA approval of
the drug, pazopanib, to treat pa-
tients with advanced kidney cancer.
It faces a review Monday by an out-
side panel of medical experts who
serve on the agency’s oncologic
drugs advisory committee.

The FDA posted a review of the
drug on its Web site Thursday in ad-
vance of the panel meeting.

Pazopanib, a tablet taken orally,
works by attacking a protein in-
volved with cancer tumor growth
and blood vessels that help tumors
grow. It falls into the same class of
other targeted cancer drugs ap-
proved for use in kidney cancer like
Pfizer Inc.’s Sutent and Nexavar,
marketed by Bayer AG and Onyx
Pharmaceuticals Inc.

The FDA said three deaths were
seen in clinical trials of pazopanib
from liver injury that were “related
to or associated with pazopanib.”
The agency said the “findings
strongly suggest that pazopanib
may be associated with a signifi-
cant risk of severe idiosyncratic he-

patic injury if used in a larger popu-
lation.”

The agency said it was con-
cerned about the benefit-to-risk ra-
tio of pazopanib, particularly “in a
setting in which there are other ef-
fective products approved for the
treatment of advanced [kidney]
cancer.”

The FDA has approved five kid-
ney-cancer treatments since De-
cember 2005, including Sutent and
Nexavar.

GlaxoSmithKline, in a document
also posted on the FDA’s Web site,
said the toxicity of chronic therapy
to treat advanced kidney cancer “is
an important challenge” and that
there are differences in the safety
profiles of all the drugs, “making
some therapies less tolerable than
others for individual subjects.” The
company said pazopanib would be a
“valuable treatment option” to
treat advanced kidney cancer.

The FDA said there have been a
“few” cases of liver failure associ-
ated with Sutent and Nexavar re-
ported in medical literature, which
may be “suggestive of a class ef-
fect.” But the agency said neither
drug showed a significant liver-
safety problem during pre-market-
ing clinical studies.

The agency said the effective-
ness of pazopanib at treating kidney
cancer appears to be similar to
Sutent and Nexavar.

MARKETPLACE

A scene from ‘Toy Story 2,’ which Walt Disney plans to rerelease in 3-D this
weekend, as movie studios look for ways to breathe new life into past hits.

Source: Zawya.com

Property mirage
The economic downturn has been 
difficult for real estate and 
construction, which account for 
around 30% of Dubai's gross 
domestic product. Status and value 
of Dubai projects under 
construction or being tendered.
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1979: After the Iranian revolution 
and seizure of the U.S. embassy in 
Tehran, President Carter freezes Iranian 
assets and orders broad  sanctions.

2000: The U.S. allows Americans 
to buy Iranian carpets, dried fruit, 
pistachios and caviar.

1987: Amid the tanker war in the 
Persian Gulf pitting Iran against Iraq, 
President Reagan orders an embargo 
on Iranian-origin goods.

1995: President Clinton restricts U.S. 
involvement with petroleum develop-
ment in Iran, citing Iranian sponsorship 
of international terror and Iran’s pursuit 
of nuclear weapons. 

1997: Clinton further tightens 
sanctions, effectively barring U.S. 
citizens and companies from most 
trade and investment.

2007: Bush administration imposes 
broad economic sanctions on Iran’s 
Revolutionary Guard, state-owned banks, 
companies and individuals.

2008: U.S. Treasury sanctions Iran’s 
state-controlled shipping company.

2009: U.S. officials say they will 
push for new U.N. sanctions if talks 
fail to convince Iran to cooperate with 
the West over nuclear ambitions. U.S. 
Congress and Obama administration 
mull fresh, unilateral sanctions.

Sources: U.S. Treasury; WSJ research 

Years of sanctions | Some of the highlights of U.S.-Iranian trade troubles
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An Iranian woman buys various items, including a bottle of Coca-Cola, at a grocery in Tehran
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Iran’s chief nuclear negotiator, Saeed Jalili, speaks to reporters after talks in Geneva.

Iran to hand over most of its uranium stock, say envoys

U.S. enforces existing sanctions on Iran
Washington moves
to crack down
on American firms

By Chip Cummins

DUBAI—The U.S. has begun to
ratchet up enforcement of existing
sanctions on Iran, including crack-
ing down on illegal exports of Ameri-
can products, even as it has threat-
ened fresh economic restrictions on
Tehran.

Over the past three decades, the
U.S. has imposed a wide range of uni-
lateral measures against Iran, essen-
tially prohibiting American citizens
and companies from doing most
business there. But the measures
haven’t kept American products out
of Iran’s bazaars, showrooms and
high-end retailers.

For years, American authorities
concluded there was little U.S. en-
forcement agents could do about it.
There has been longstanding debate
among policy makers about whether
to spend resources trying to halt the
flow of seemingly harmless consumer
products into Iran. Critics say such
sanctions don’t pressure policy mak-
ers in Tehran and hurt U.S. exports.

But as Washington ratchets up
the pressure on Iran, sanction en-
forcement has become a top priority.
The U.S. Treasury’s Office of Foreign
Assets Control, the agency spear-
heading American sanctions enforce-
ment, has beefed up its investigative
and enforcement teams, officials say.

“We’ve been more effective, more
aggressive and more public in our en-
forcement,” said Adam Szubin,
OFAC’s director, in an interview.

As part of that broader push,
OFAC has held discussions with some
American manufacturers about
whether they are doing enough to en-
sure their products aren’t illegally
making it into Iran, U.S. officials said.

“It is reasonable for us to ask,
what have you done to make sure
your export doesn’t go to Iran,” Mr.
Szubin said. “We won’t counte-
nance willful blindness.”

Agencies are focusing in some
cases on instances where they sus-
pect American manufacturers could

be turning a blind eye to foreign sub-
sidiaries, distributors or customers
who are improperly reselling goods
into Iran, according to another U.S.
official. Other agencies, including
the Departments of Justice and Com-
merce, are increasingly cooperating
with Treasury, officials say.

Earlier this year, the U.S. Securi-
ties and Exchange Commission que-
ried Hewlett-Packard Co. about its
Iran business. In correspondence re-
leased by the SEC, the Palo Alto, Ca-
lif., company said a European subsid-
iary sold products to third-party dis-
tributors in the United Arab Emir-

ates, which resold them into Iran.
It said the sales didn’t break any

rules, but that it had stopped doing
business with the distributors. In a
statement, H-P said the query was
part of a “routine staff review” of
Hewlett-Packard’s annual SEC fil-
ing. A spokesman for the SEC de-
clined to comment. The status of the
SEC query isn’t clear.

There are exceptions to restric-
tions on American exports to Iran,
making it sometimes difficult to de-
termine what is legal and what’
isn’t. Foreign subsidiaries, for in-
stance, sometimes aren’t under the
same restrictions as their American
parent, according to officials.

Caterpillar Inc., of Peoria, Ill.,
says that under current U.S. sanc-
tions its foreign subsidiaries may,
under some circumstances, sell its
heavy machinery to independent
dealers that resell to users in Iran.

Closely held Arya Machinery,
with offices in Tehran, markets it-
self on its Web site as Iran’s exclu-
sive dealer of Caterpillar equip-
ment. A senior sales executive at the
company, in a telephone interview,
said Arya buys equipment from a
Caterpillar subsidiary in Europe.

A Caterpillar spokesman de-
clined to comment about Arya, but
said in a statement that Caterpillar
has no assets, operations or employ-
ees in Iran and is in “full compliance
with all applicable laws.”

At Dubai’s bustling downtown
wharf, Iranian sailors load goods
bound for a handful of Iranian ports,
some as close as a day’s voyage.
Stacks of Chinese tires, South Ko-
rean batteries and German white
goods stand in long rows, waiting to
be loaded onto wooden dhows.

There are no laws here against
shipping everyday, American-brand
goods across the Persian Gulf to Iran.

“If the product is legal here and
legal in Iran, we take it,” says a cap-
tain loading his dhow with Chinese-
made food products.

LEADING THE NEWS

tional community and Iran over its
nuclear fuel program in which the
U.S. has participated fully. The talks
included a rare one-on-one meeting
between the U.S. State Department’s
No. 3 official, Undersecretary of
State for Political Affairs William
Burns, and Saeed Jalili, secretary of
Iran’s national security council.

The senior U.S. official described
that meeting, held in a sitting room
off the villa conference hall where the
main talks were held, as “direct and
businesslike.” The official said Mr.
Burns had stressed U.S. concerns
over the Qom site and other questions
regarding Iran’s nuclear program
that it has yet to answer fully to the
IAEA, as well as human-rights issues.

In turn, Mr. Jalili raised issues
that Iran has said it wants future
talks to focus on, including regional
security, the disarmament of nu-
clear-armed states, and the global
economic crisis. Mr. Jalili said at a
press conference later that it is these
issues that Iran wants to discuss
when the negotiators meet again.

“This is only a start [of a negotiat-
ing process], and we shall need to
see progress on some of the practi-
cal steps we have discussed today,”
said Javier Solana, the European
Union’s foreign-policy coordinator,
who has acted as point man for the
so-called P5+1 group—the U.S., Rus-

sia, China, France, the U.K. and Ger-
many—in nuclear talks with Iran.

Those steps include an initial trip
to Tehran by IAEA Director-General
Mohammed ElBaradei on Saturday to
discuss access to the Qom facility; ac-
cess for IAEA inspectors within
weeks; a meeting of Iranian experts
with IAEA counterparts to work out
the details of a deal on processing ura-
nium abroad for the medical-re-
search reactor; and discussions to pre-
pare the ground for a second round of
talks by the end of the month.

Asked if thought the Iranians
had come to the meeting with a dif-
ferent approach than before, Mr.
Solana said he thought they had.
They arrived knowing there was “a
different setting,” particularly since
the U.S. was for the first time fully in-
volved in the talks, Mr. Solana said.

Iran recently asked the IAEA to
provide uranium enriched to
19.75%—more refined that that
needed for a civilian power plant,
but substantially less refined than
weapons grade fuel—for a medical-
research reactor in Tehran. The fuel
for the reactor was provided by Ar-
gentina in 1993, and Iran said the
fuel will run out by December 2010,
according to the U.S. official.

In response, the IAEA, backed by
the P5+1, has proposed that Iran pro-
vide the low-enriched uranium re-
quired to be further enriched in Rus-

sia and then turned into fuel rods in
France. Iran lacks the technology to
make the rods on its own or to repro-
cess them into weapons-grade fuel if
it received them, the U.S. official said.

Russia and the West have long
tried to persuade Iran to buy en-
riched uranium rather than enrich
the material itself, a process that
could give Iran the capacity to “break

out” and create fuel for nuclear weap-
ons. The U.S. official said the current
deal was merely a “small step” to-
ward confidence building, rather
than toward such an outcome.

Continued from first page
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.70 $26.61 –0.40 –1.48%
Alcoa AA 50.00 12.92 –0.20 –1.52%
AmExpress AXP 13.40 32.46 –1.44 –4.25%
BankAm BAC 225.40 16.21 –0.71 –4.20%
Boeing BA 5.80 52.11 –2.04 –3.77%
Caterpillar CAT 11.60 49.45 –1.88 –3.66%
Chevron CVX 8.30 68.81 –1.62 –2.30%
CiscoSys CSCO 57.20 23.09 –0.45 –1.91%
CocaCola KO 12.60 53.12 –0.58 –1.08%
Disney DIS 15.00 27.36 –0.10 –0.36%
DuPont DD 7.80 30.60 –1.54 –4.79%
ExxonMobil XOM 21.20 67.27 –1.34 –1.95%
GenElec GE 105.70 15.97 –0.45 –2.74%
HewlettPk HPQ 18.90 45.96 –1.25 –2.65%
HomeDpt HD 14.20 26.32 –0.32 –1.20%
Intel INTC 65.60 18.90 –0.67 –3.42%
IBM IBM 6.10 117.90 –1.71 –1.43%
JPMorgChas JPM 43.90 41.37 –2.45 –5.59%
JohnsJohns JNJ 10.40 59.81 –1.08 –1.77%
KftFoods KFT 11.20 25.99 –0.28 –1.07%
McDonalds MCD 8.40 56.74 –0.33 –0.58%
Merck MRK 15.60 31.18 –0.45 –1.42%
Microsoft MSFT 66.40 24.88 –0.84 –3.27%
Pfizer PFE 51.40 16.31 –0.24 –1.45%
ProctGamb PG 12.40 56.62 –1.30 –2.24%
3M MMM 3.70 72.55 –1.25 –1.69%
TravelersCos TRV 6.50 48.77 –0.46 –0.93%
UnitedTech UTX 5.20 59.99 –0.94 –1.54%
Verizon VZ 20.40 30.01 –0.26 –0.86%
WalMart WMT 18.80 49.00 –0.09 –0.18%

Dow Jones Industrial Average P/E: 15
LAST: 9509.28 t 203.00, or 2.09%

YEAR TO DATE: s 732.89, or 8.4%

OVER 52 WEEKS t 973.57, or 9.3%

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

Clariant  203 –32 –28 –75 Solvay  65 9 12 8

Klepierre 183 –28 24 –69 GKN Hldgs  288 9 12 –19

Rhodia 510 –15 –22 –153 Kabel Deutschland  466 9 25 –50

Old Mut  313 –11 –69 –248 CIE Fin Michelin 160 10 11 2

DSG Intl  859 –7 56 136 Bqe Psa Fin 307 10 –15 –75

M real  1333 –7 –45 –586 Valeo 271 14 11 4

Daily Mail & Gen Tr 727 –7 –5 –63 Ladbrokes  205 17 25 –20

Erste Group Bk  133 –6 –8 –50 Seat Pagine Gialle  1465 27 –103 –646

Bca Pop di Milano Soc Coop a r l 52 –5 –5 –13 EMI Group  720 28 18 –141

Corus Group  675 –5 –9 –174 TUI 857 40 –132 –442

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

SAP Germany Software $59.5 33.36 0.23% –6.2% –16.4%

Credit Suisse Grp Switzerland Banks 65.3 57.45 –0.09% 8.4 –22.5

Vodafone Grp U.K. Mobile Telecomm 130.3 1.40 –0.18 10.3 10.9

Novartis Switzerland Pharmaceuticals 131.2 51.65 –0.39 –13.0 –29.3

Nestle S.A. Switzerland Food Products 154.1 43.96 –0.45 –8.3 –0.1

Anglo Amer U.K. General Mining $40.5 18.86 –5.37% 10.7 –17.9

ING Groep Netherlands Life Insurance 35.1 11.61 –4.88 –28.6 –66.9

ArcelorMittal Luxembourg Iron & Steel 55.5 24.42 –4.44 –19.4 –11.9

BASF Germany Commodity Chemicals 46.5 34.73 –4.09 6.9 7.3

BNP Paribas S.A. France Banks 90.5 52.51 –3.83 –17.1 –37.7

...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

GlaxoSmithKline 111.8 12.24 –0.49% –0.1% –14.9%
U.K. (Pharmaceuticals)
Diageo 42.1 9.55 –0.52 0.6 0.1
U.K. (Distillers & Vintners)
British Amer Tob 63.2 19.51 –0.61 2.6 36.6
U.K. (Tobacco)
Unilever 48.9 19.57 –0.66 –1.3 0.1
Netherlands (Food Products)
L.M. Ericsson Tel B 29.6 69.50 –0.71 19.8 –45.8
Sweden (Telecommunications Equipment)
Roche Hldg Part. Cert. 112.2 166.30 –0.72 –7.4 –23.5
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 95.2 49.70 –0.90 2.2 –29.2
France (Pharmaceuticals)
Royal Dutch Shell A 100.0 19.36 –1.00 –4.4 –24.4
U.K. (Integrated Oil & Gas)
Allianz SE 55.6 84.40 –1.14 –10.9 –39.9
Germany (Full Line Insurance)
Telefonica S.A. 127.6 18.62 –1.25 9.4 35.6
Spain (Fixed Line Telecommunications)
RWE 47.7 62.65 –1.29 –6.3 –17.6
Germany (Multiutilities)
ENI 98.3 16.86 –1.29 –6.8 –27.8
Italy (Integrated Oil & Gas)
AXA S.A. 55.5 18.25 –1.35 –17.3 –38.9
France (Full Line Insurance)
Astrazeneca 64.3 27.65 –1.39 9.1 –17.5
U.K. (Pharmaceuticals)
Tesco 49.5 3.94 –1.48 0.1 2.9
U.K. (Food Retailers & Wholesalers)
BG Grp 61.2 10.70 –1.56 15.1 65.5
U.K. (Integrated Oil & Gas)
ABB 45.7 20.46 –1.63 1.8 26.4
Switzerland (Industrial Machinery)
Total S.A. 136.5 39.93 –1.66 –3.4 –22.0
France (Integrated Oil & Gas)
Deutsche Telekom 58.2 9.17 –1.77 –18.5 –27.4
Germany (Mobile Telecommunications)
Barclays 63.9 3.63 –1.85 7.4 –45.6
U.K. (Banks)

France Telecom 68.9 17.86 –1.90% –11.7% –3.7%
France (Fixed Line Telecommunications)
Iberdrola S.A. 50.3 6.58 –1.94 –7.9 –26.7
Spain (Conventional Electricity)
Intesa Sanpaolo 51.1 2.96 –2.07 –21.5 –43.8
Italy (Banks)
BP 178.8 5.41 –2.17 20.2 –5.9
U.K. (Integrated Oil & Gas)
GDF Suez 97.4 29.60 –2.46 –15.7 –2.1
France (Multiutilities)
Soc. Generale 47.3 53.63 –2.49 –16.2 –54.8
France (Banks)
Nokia 53.4 9.80 –2.49 –23.4 –36.2
Finland (Telecommunications Equipment)
HSBC Hldgs 192.0 6.98 –2.51 –12.2 –19.9
U.K. (Banks)
E.ON 82.3 28.25 –2.52 –19.5 –8.6
Germany (Multiutilities)
Siemens 82.0 61.58 –2.69 1.3 –9.1
Germany (Diversified Industrials)
Assicurazioni Gen 41.3 18.22 –2.72 –17.1 –31.4
Italy (Full Line Insurance)
UniCredit 63.4 2.60 –2.72 9.1 –54.0
Italy (Banks)
Banco Santander 127.1 10.70 –2.73 5.7 –9.0
Spain (Banks)
Bayer 55.5 46.05 –2.75 –6.8 13.4
Germany (Specialty Chemicals)
Deutsche Bk 46.1 51.00 –2.76 2.6 –47.7
Germany (Banks)
Banco Bilbao Viz 64.3 11.79 –2.80 3.6 –37.3
Spain (Banks)
Daimler 51.6 33.40 –2.92 7.0 –16.0
Germany (Automobiles)
UBS 62.9 18.39 –3.06 –13.7 –72.7
Switzerland (Banks)
Rio Tinto 63.1 25.76 –3.47 –2.9 25.4
U.K. (General Mining)
BHP Billiton 58.6 16.43 –3.81 46.6 81.4
U.K. (General Mining)

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 0.30% 0.84% 2.0% 6.6% 0.4%
Event Driven 0.32% 2.30% 5.6% 12.2% -11.5%
Equity Market Neutral -0.49% -1.82% -2.0% -5.3% -9.4%
Equity Long/Short -0.18% 0.78% 3.0% 3.9% -6.7%

*Estimates as of 09/30/09, 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 0.88 100.59% 0.01% 0.88 0.78 0.84

Eur. High Volatility: 12/1 1.54 97.47 0.01 1.58 1.42 1.51

Europe Crossover: 12/1 5.71 97.15 0.05 6.06 5.52 5.72

Asia ex-Japan IG: 12/1 1.12 99.44 0.01 1.20 1.06 1.13

Japan: 12/1 1.29 98.53 0.01 1.29 0.99 1.18

 Note: Data as of September 30

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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*Pulse of the Nation, a weekly online survey of regular Asda customers
**Populus, independent U.K. pollster, interviewed 1,031 U.K. residents over 18 years old, online, between Feb. 20 and 23
Source: Asda

Consumed by pessimism
Asda's loyalty plan aims to capture research from British pollster Philip Gould 
showing how the recession and the Internet have shaped consumers’ attitudes.

The credit crunch has taught all of us to be less 
wasteful and even when the economy does pick up, 
I will carry on being more careful with money.

Personally, they’ve become more thrifty*
1,115 people polled

They have low faith in public institutions** The Internet has led them to place their trust in 
transparent institutions*  1,878 people polled

Which of the following individuals, organizations or companies 
do you trust to be on your side during the recession?

I am less likely to buy things on credit now than I used 
to be, and I try harder to live within my means.

I trust a company that is open and honest about 
business practices

I have looked online for reviews written by other 
consumers about products

I have used the Internet to research important 
purchase decisions

In these more diffi cult economic times, we need 
to return to simpler, old fashioned values.

Family and friends

Police

Supermarkets

Teachers

Politicians

72% 86%

51%

60
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80

36

33

677
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People shopping for groceries at an Asda store 

By Lilly Vitorovich

LONDON—Asda Group Ltd., the
U.K. supermarket business of Wal-
Mart Stores Inc., said it will try to
gain customers’ loyalty by giving
them more say in how the stores are
run.

Asda said that under its new pol-
icy, customers would be consulted
about every aspect of the business,
having input on things like product
development and the feel of packag-
ing. Beginning in January, 18,000
regular Asda shoppers will be given
access to products before they are
launched in its stores.

Making a dig at its rivals’ cus-
tomer-loyalty programs, Asda Chief
Executive and President Andy Bond
said he thought customer loyalty
couldn’t be bought with plastic
points or discount vouchers.

Loyalty plans are one of the
many ways that the British super-
markets compete with each other.
For more than a decade, they have
tried to outdo each other.

Market leader Tesco PLC started
the trend with its successful Club-
card, which gives customers points
for each pound spent and allows
them to trade those points for Tesco
goods. Based on the sales data it col-
lects, Tesco then tailors offers to
each customer’s shopping habits.
Most of Tesco’s rivals have followed
suit with card or voucher programs
of their own.

Asda instead has focused more
on advertising its competitive
prices. Now Asda, the second-big-
gest supermarket chain by U.K. mar-
ket share behind Tesco, is hoping
that involving customers more in
business decisions will gain their
loyalty as much as specially tailored
discounts.

“My ambition for Asda is to ac-
tively involve customers in every as-
pect of the business, to lift the lid on
how we do things, and enable our
customers to help make decisions
that have an impact on what we sell

and how we sell it,” Mr. Bond said.
Asda also unveiled a new blog,

“Aisle Spy,” and introduced a num-
ber of webcams within its opera-
tions—including a dairy farm, a car-
rot processing plant, and its head of-
fice in Leeds.

It will also open a new “transpar-
ent” store in Gorseinon, South
West Wales, next year. Glass walls
will replace brick walls to expose ar-
eas of the supermarket normally

kept out of view.
Since Tesco introduced its Club-

card in February 1995, 15 million
shoppers have signed up for the
plan in the U.K. In May, the retailer
said it would spend £150 million
($239.7 million) on the relaunch of
Clubcard—offering double the num-
ber of points for each pound spent
that it previously offered—which it
hopes will lure one million addi-
tional members.

In response, rival Sainsbury
launched a new “multimillion-
pound” in-store voucher program
last month, designed to tailor
money-off coupons to individual cus-
tomers. It is also part of another
card-reward program, Nectar,
where members receive points
when they spend money at a num-
ber of retailers or service providers.

Mr. Bond didn’t say whether
Asda was planning its own card or

voucher loyalty plan.
However, starting early next

year, Asda also will reward custom-
ers who come up with the “brightest
idea” that saves the business
money. If the suggestion is imple-
mented and saves Asda £2 million, a
customer could be in line to receive
a check for £100,000, or 5% of the
first year’s saving.
 —Kathy Sandler

contributed to this article

Asda seeks to raise customer loyalty
Under new policy, company will consult shoppers about products, packaging; rewards offered for bright ideas

By Matthew Dalton

BRUSSELS—European scien-
tific authorities Thursday rejected
dozens of health claims made by
food companies, in a sign of how
tricky it will be for them to get
some of their most popular claims
past a European Union drive to
bring scientific rigor to the health
foods.

A panel of the European Food
Safety Authority issued nearly a
hundred opinions on health claims,
about two-thirds of which were neg-
ative. The rejections included
claims on special bacteria that are
supposed to aid digestion and
boost the immune system beta caro-
tene additives for sunscreen and
shark cartilage for healthy joints.

The panel rejected two-thirds of
the claims, and half of these were re-
jected because the substance in
question wasn’t adequately de-
scribed, the EFSA said in a state-
ment. The claims that were ac-
cepted related mainly to vitamins
and minerals known to promote
health, dietary fiber, fatty acids for
lowering cholesterol and sugar-

free gum that is good for the teeth.
EU governments agreed more

than two years ago to submit
health claims to scientific scrutiny,
with the goal of producing a list of
allowed claims for products sold
anywhere in the EU. The panel’s
opinions now will be reviewed by
the European Commission, the
EU’s executive branch, and officials
from the EU national governments
before coming into force.

The reviews will be particularly
important for Danone SA, since the
appeal of two of its major yogurt
brands, Activia and Actimel, are
founded on the company’s claims
that strains of bacteria help diges-
tion (Activia) and boost the im-
mune system (Actimel).

The EFSA panel took a dim view
of some bacteria supplements—
known as probiotics—in the opin-
ions released Thursday, though
none of the opinions were on
health claims specifically used by
Danone or Nestlé SA, which also
sells products with bacteria supple-
ments. A Danone spokesman de-
clined to comment. A spokes-
woman from Nestle said the com-

pany is reviewing the EFSA panel’s
opinions and wouldn’t comment
further.

In one opinion, the panel said

the data provided weren’t compel-
ling enough to justify the claim that
the bacteria Lactobacillus casei F19
improves bowel functioning. The

panel also rejected claims that sev-
eral other bacteria reduce levels of
harmful intestinal organisms.

Danone has previously fought
criticism of the claims it makes on
its probiotics products. Two weeks
ago, the French firm’s U.S. unit
agreed to change its marketing
practices and reimburse customers
$35 million for its probiotic prod-
ucts to settle a class-action law-
suit.

The opinions released Thursday
by the European panel were mainly
in response to claims submitted by
EU national governments and not
by specific companies, which have
submitted their own applications
to use health claims

Beta-carotene added to sun-
screen wasn’t shown to maintain
the skin’s immune response under
exposure to ultraviolet rays, the
panel said. Nor did shark cartilage
help the joints: The panel said the
studies presented didn’t demon-
strate an effect and also that the ac-
tual composition of the shark carti-
lage wasn’t adequately described.
 —William Horobin

contributed to this article.

Many health-food claims struggle with scientific rigor

EU reviews of health claims will be particularly important for Danone, which
claims that strains of bacteria in its Activia yogurt help digestion.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.29% 1 DJ Global Index -a % % 214.10 –1.70% 0.0% 4.23% 19 U.S. Select Dividend -b % % 599.77 –0.94% –19.4%

1.88% 0 Global Dow 1202.60 –1.46% –10.0% 1859.79 –1.84% –5.1% 3.30% 4 Infrastructure 1349.90 0.33% –9.0% 1875.12 0.01% –3.9%

2.90% 43 Stoxx 600 238.60 –1.59% –6.1% 259.51 –1.96% –1.0% 1.30% 66 Luxury 827.90 –1.62% 9.9% 1021.99 –1.99% 15.9%

3.05% 27 Stoxx Large 200 254.30 –1.62% –7.8% 275.07 –1.99% –2.7% 6.15% 0 BRIC 50 400.90 0.93% 16.2% 556.92 0.60% 22.7%

2.17% -18 Stoxx Mid 200 225.30 –1.49% 2.7% 243.66 –1.87% 8.3% 2.72% 15 Africa 50 724.80 0.55% –11.2% 670.29 0.23% –6.3%

2.19% -91 Stoxx Small 200 143.30 –1.35% 2.7% 154.93 –1.73% 8.4% 3.21% 30 GCC % % 1529.87 0.09% –33.4%

2.93% 34 Euro Stoxx 264.00 –1.90% –5.4% 287.14 –2.27% –0.2% 2.75% 1 Sustainability 786.40 –0.58% –6.1% 967.08 –0.92% –0.9%

3.07% 21 Euro Stoxx Large 200 278.90 –1.94% –7.2% 301.47 –2.32% –2.1% 2.24% 1 Islamic Market -a % % 1822.28 –1.65% 3.6%

2.21% -12 Euro Stoxx Mid 200 255.00 –1.62% 2.8% 275.51 –2.00% 8.5% 2.62% 20 Islamic Market 100 1576.40 –0.54% –5.7% 1965.10 –0.89% –0.5%

2.44% 47 Euro Stoxx Small 200 161.50 –1.81% 5.2% 174.42 –2.18% 11.0% 2.62% 20 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1376.40 –1.54% –17.1% 1715.26 –1.91% –12.5% 1.84%-126 DJ U.S. TSM % % 10797.47 –1.05% –4.4%

4.20% 15 Euro Stoxx Select Div 30 1656.10 –2.46% –13.9% 2071.75 –2.83% –9.1% % DJ-UBS Commodity 118.40 –1.60% –25.8% 125.16 –1.98% –21.7%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 2 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.1397 1.8223 1.0947 0.1625 0.0379 0.1964 0.0127 0.3031 1.6594 0.2229 1.0619 ...

 Canada 1.0733 1.7160 1.0309 0.1530 0.0357 0.1849 0.0120 0.2854 1.5627 0.2099 ... 0.9417

 Denmark 5.1129 8.1748 4.9111 0.7291 0.1700 0.8810 0.0571 1.3598 7.4444 ... 4.7639 4.4861

 Euro 0.6868 1.0981 0.6597 0.0979 0.0228 0.1183 0.0077 0.1827 ... 0.1343 0.6399 0.6026

 Israel 3.7600 6.0117 3.6116 0.5362 0.1250 0.6479 0.0420 ... 5.4746 0.7354 3.5034 3.2990

 Japan 89.6050 143.2650 86.0676 12.7771 2.9800 15.4404 ... 23.8311 130.4649 17.5253 83.4894 78.6194

 Norway 5.8033 9.2786 5.5742 0.8275 0.1930 ... 0.0648 1.5434 8.4496 1.1350 5.4072 5.0918

 Russia 30.0690 48.0758 28.8820 4.2876 ... 5.1814 0.3356 7.9971 43.7805 5.8810 28.0168 26.3825

 Sweden 7.0130 11.2127 6.7361 ... 0.2332 1.2084 0.0783 1.8651 10.2109 1.3716 6.5343 6.1532

 Switzerland 1.0411 1.6646 ... 0.1485 0.0346 0.1794 0.0116 0.2769 1.5158 0.2036 0.9700 0.9135

 U.K. 0.6254 ... 0.6008 0.0892 0.0208 0.1078 0.0070 0.1663 0.9107 0.1223 0.5828 0.5488

 U.S. ... 1.5989 0.9605 0.1426 0.0333 0.1723 0.0112 0.2660 1.4560 0.1956 0.9317 0.8774

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 340.50 –3.50 –1.02% 707.00 302.00
Soybeans (cents/bu.) CBOT 918.00 –9.00 –0.97 1,557.50 670.00
Wheat (cents/bu.) CBOT 452.75 –4.75 –1.04 1,155.75 439.50
Live cattle (cents/lb.) CME 84.975 –1.150 –1.34 116.900 83.850
Cocoa ($/ton) ICE-US 3,092 –48 –1.53 3,219 1,961
Coffee (cents/lb.) ICE-US 126.70 –1.10 –0.86 189.00 112.00
Sugar (cents/lb.) ICE-US 24.64 –0.75 –2.95 26.25 11.91
Cotton (cents/lb.) ICE-US 61.34 –1.50 –2.39 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,115.00 10 0.48% 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,053 –32 –1.53 2,090 1,187
Robusta coffee ($/ton) LIFFE 1,363 –23 –1.66 2,256 1,275

Copper (cents/lb.) COMEX 273.70 –8.20 –2.91 378.00 131.15
Gold ($/troy oz.) COMEX 1000.70 –8.60 –0.85 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1644.00 –21.80 –1.31 2,200.00 740.00
Aluminum ($/ton) LME 1,893.00 7.00 0.37 2,395.50 1,288.00
Tin ($/ton) LME 14,625.00 125.00 0.86 17,555.00 9,750.00
Copper ($/ton) LME 6,106.00 –45.00 –0.73 6,499.00 2,815.00
Lead ($/ton) LME 2,219.00 –80.50 –3.50 2,459.50 870.00
Zinc ($/ton) LME 1,940.00 9.00 0.47 1,986.00 1,065.00
Nickel ($/ton) LME 17,700 300 1.72 21,150 9,000

Crude oil ($/bbl.) NYMEX 70.82 0.21 0.30 125.63 45.87
Heating oil ($/gal.) NYMEX 1.8274 –0.0050 –0.27 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.7579 0.0063 0.36 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.466 –0.375 –7.75 12.405 3.491
Brent crude ($/bbl.) ICE-EU 69.97 0.17 0.24 149.27 45.99
Gas oil ($/ton) ICE-EU 570.50 11.00 1.97 897.00 428.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 1
Per In

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

Argentina peso-a 5.5928 0.1788 3.8412 0.2603

Brazil real 2.5829 0.3872 1.7740 0.5637

Canada dollar 1.5627 0.6399 1.0733 0.9317
1-mo. forward 1.5626 0.6400 1.0732 0.9318

3-mos. forward 1.5625 0.6400 1.0731 0.9319
6-mos. forward 1.5627 0.6399 1.0733 0.9317

Chile peso 806.62 0.001240 554.00 0.001805
Colombia peso 2787.88 0.0003587 1914.75 0.0005223

Ecuador US dollar-f 1.4560 0.6868 1 1
Mexico peso-a 19.7885 0.0505 13.5910 0.0736

Peru sol 4.1991 0.2381 2.8840 0.3467
Uruguay peso-e 31.086 0.0322 21.350 0.0468

U.S. dollar 1.4560 0.6868 1 1
Venezuela bolivar 3.13 0.319850 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6594 0.6026 1.1397 0.8774
China yuan 9.9392 0.1006 6.8264 0.1465

Hong Kong dollar 11.2839 0.0886 7.7499 0.1290
India rupee 69.4148 0.0144 47.6750 0.0210

Indonesia rupiah 14014 0.0000714 9625 0.0001039
Japan yen 130.46 0.007665 89.61 0.011160

1-mo. forward 130.44 0.007666 89.59 0.011162
3-mos. forward 130.38 0.007670 89.55 0.011167

6-mos. forward 130.30 0.007675 89.49 0.011174
Malaysia ringgit-c 5.0465 0.1982 3.4660 0.2885

New Zealand dollar 2.0191 0.4953 1.3868 0.7211
Pakistan rupee 121.139 0.0083 83.200 0.0120

Philippines peso 68.832 0.0145 47.275 0.0212
Singapore dollar 2.0579 0.4859 1.4134 0.7075

South Korea won 1715.68 0.0005829 1178.35 0.0008487
Taiwan dollar 46.730 0.02140 32.095 0.03116
Thailand baht 48.769 0.02050 33.495 0.02986

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

Euro zone euro 1 1 0.6868 1.4560

1-mo. forward 1.0000 1.0000 0.6868 1.4560

3-mos. forward 1.0002 0.9998 0.6869 1.4558

6-mos. forward 1.0005 0.9995 0.6871 1.4553

Czech Rep. koruna-b 25.417 0.0393 17.457 0.0573

Denmark krone 7.4444 0.1343 5.1129 0.1956

Hungary forint 270.33 0.003699 185.67 0.005386

Norway krone 8.4496 0.1183 5.8033 0.1723

Poland zloty 4.2403 0.2358 2.9123 0.3434

Russia ruble-d 43.780 0.02284 30.069 0.03326

Sweden krona 10.2109 0.0979 7.0130 0.1426

Switzerland franc 1.5158 0.6597 1.0411 0.9605

1-mo. forward 1.5155 0.6598 1.0409 0.9607

3-mos. forward 1.5148 0.6602 1.0404 0.9612

6-mos. forward 1.5133 0.6608 1.0394 0.9621

Turkey lira 2.1789 0.4589 1.4965 0.6682

U.K. pound 0.9107 1.0981 0.6254 1.5989

1-mo. forward 0.9108 1.0980 0.6255 1.5986

3-mos. forward 0.9109 1.0978 0.6256 1.5984

6-mos. forward 0.9109 1.0978 0.6256 1.5984

MIDDLE EAST/AFRICA
Bahrain dinar 0.5489 1.8218 0.3770 2.6526

Egypt pound-a 7.9876 0.1252 5.4860 0.1823

Israel shekel 5.4746 0.1827 3.7600 0.2660

Jordan dinar 1.0305 0.9704 0.7078 1.4129

Kuwait dinar 0.4175 2.3951 0.2868 3.4872

Lebanon pound 2194.92 0.0004556 1507.50 0.0006634

Saudi Arabia riyal 5.4607 0.1831 3.7505 0.2666

South Africa rand 11.1899 0.0894 7.6854 0.1301

United Arab dirham 5.3480 0.1870 3.6731 0.2723

SDR -f 0.9231 1.0833 0.6340 1.5773

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

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

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

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

 43 EUROPE DJ Stoxx 600 238.62 –3.85 –1.59% 21.2% –6.1%

 21 DJ Stoxx 50 2411.32 –42.57 –1.73 16.7% –8.3%

 34 Euro Zone DJ Euro Stoxx 264.03 –5.11 –1.90 18.5% –5.4%

 29 DJ Euro Stoxx 50 2810.46 –62.17 –2.16 14.6% –6.6%

 17 Austria ATX 2578.27 –59.01 –2.24 47.3% –2.5%

 14 Belgium Bel-20 2451.37 –34.25 –1.38 28.4% –10.6%

 12 Czech Republic PX 1152.9 –4.2 –0.36 34.3% –5.8%

 19 Denmark OMX Copenhagen 311.43 –3.10 –0.99 37.7% –1.7%

 14 Finland OMX Helsinki 6255.53 –113.29 –1.78 15.8% –8.0%

 16 France CAC-40 3720.77 –74.64 –1.97 15.6% –6.1%

 20 Germany DAX 5554.55 –120.61 –2.13 15.5% –1.9%

 … Hungary BUX 20317.04 90.76 0.45% 66.0% 6.9%

 19 Ireland ISEQ 3304.28 –43.05 –1.29 41.0% –13.6%

 13 Italy FTSE MIB 23053.51 –419.22 –1.79 18.5% –8.7%

 … Netherlands AEX 305.74 –5.61 –1.80 24.3% –7.6%

 14 Norway All-Shares 365.30 –5.53 –1.49 35.2% 5.7%

 17 Poland WIG 38190.39 610.07 1.62 40.3% 2.7%

 18 Portugal PSI 20 8472.11 –2.84 –0.03 33.6% 8.2%

 … Russia RTSI 1266.85 12.33 0.98% 100.5% 9.9%

 11 Spain IBEX 35 11518.2 –237.9 –2.02% 25.3% 4.7%

 15 Sweden OMX Stockholm 274.86 –5.54 –1.98 34.6% 13.1%

 14 Switzerland SMI 6255.17 –68.01 –1.08 13.0% –7.1%

 … Turkey ISE National 100 47804.39 –105.91 –0.22 77.9% 32.6%

 13 U.K. FTSE 100 5047.81 –86.09 –1.68 13.8% 3.6%

 52 ASIA-PACIFIC DJ Asia-Pacific 119.58 –1.14 –0.94 27.8% 8.4%

 … Australia SPX/ASX 200 4701.1 –42.5 –0.90 26.3% –1.3%

 … China CBN 600 24032.93 Closed 62.8% 35.2%

 20 Hong Kong Hang Seng 20955.25 Closed 45.6% 15.1%

 20 India Sensex 17134.55 7.71 0.05 77.6% 31.2%

 … Japan Nikkei Stock Average 9978.64 –154.59 –1.53 12.6% –10.5%

 … Singapore Straits Times 2657.44 –15.13 –0.57 50.9% 12.4%

 11 South Korea Kospi 1644.63 –28.51 –1.70 46.3% 15.8%

 19 AMERICAS DJ Americas 274.21 –5.65 –2.02 21.3% –4.4%

 … Brazil Bovespa 60581.82 –936.07 –1.52 61.3% 31.8%

 19 Mexico IPC 28494.84 –737.40 –2.52 27.3% 19.2%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 1, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 287.23 0.12% 26.2% –2.6%

...% ... World (Developed Markets) 1,126.98 0.13% 22.5% –4.7%

...% ... World ex-EMU 130.98 0.14% 21.7% –5.2%

...% ... World ex-UK 1,124.88 0.15% 21.8% –4.6%

...% ... EAFE 1,552.84 0.47% 25.5% –0.0%

...% ... Emerging Markets (EM) 914.04 0.09% 61.2% 16.2%

...% ... EUROPE 84.28 –0.48% 21.4% –5.8%

...% ... EMU 179.83 0.04% 26.6% –1.7%

...% ... Europe ex-UK 93.69 –0.40% 20.8% –4.1%

...% ... Europe Value 97.21 –0.55% 25.4% –4.0%

...% ... Europe Growth 70.92 –0.40% 17.3% –7.8%

...% ... Europe Small Cap 154.06 –0.10% 52.6% 6.4%

...% ... EM Europe 250.30 –1.35% 57.6% –14.4%

...% ... UK 1,528.19 –0.50% 16.2% 5.0%

...% ... Nordic Countries 130.66 –0.39% 33.2% –1.5%

...% ... Russia 671.18 –1.57% 62.8% –17.1%

...% ... South Africa 668.62 –0.04% 15.5% 7.1%

...% ... AC ASIA PACIFIC EX-JAPAN 393.88 0.69% 59.2% 21.9%

...% ... Japan 562.55 0.66% 6.1% –17.6%

...% ... China 59.14 –0.79% 45.0% 28.8%

...% ... India 680.06 1.52% 84.2% 33.6%

...% ... Korea 475.42 –0.84% 54.9% 18.8%

...% ... Taiwan 275.19 1.08% 58.7% 23.0%

...% ... US BROAD MARKET 1,174.30 –0.38% 19.5% –8.4%

...% ... US Small Cap 1,610.93 –0.85% 29.2% –5.9%

...% ... EM LATIN AMERICA 3,689.33 0.80% 77.6% 15.8%

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/30 USD 342.94 39.7 21.2 6.0
Sel Emerg Mkt Equity GL EQ GGY 09/30 USD 200.70 53.2 12.6 –12.8
Sel Euro Equity EUR US EQ GGY 09/30 EUR 95.06 28.1 –7.9 –21.2
Sel European Equity EU EQ GGY 09/30 USD 184.21 34.0 –0.4 –20.3
Sel Glob Equity GL EQ GGY 09/30 USD 186.38 29.8 –2.8 –19.9
Sel Glob Fxd Inc GL BD GGY 09/30 USD 141.65 9.8 5.3 –1.0
Sel Pacific Equity AS EQ GGY 09/30 USD 142.44 57.5 19.7 –10.5
Sel US Equity US EQ GGY 09/30 USD 119.19 18.3 –9.9 –17.9
Sel US Sm Cap Eq US EQ GGY 09/30 USD 168.45 28.8 –8.6 –18.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/30 EUR 27.49 4.8 –28.5 –44.0
MP-TURKEY.SI OT OT SVN 09/30 EUR 31.72 62.4 1.0 –22.8

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 09/30 EUR 3.36 60.0 –34.5 –40.0
Parex Eastern Europ Bal OT OT LVA 09/30 EUR 13.06 52.2 5.4 –3.3
Parex Eastern Europ Bd EU BD LVA 09/30 USD 13.99 60.4 10.8 1.6
Parex Russian Eq EE EQ LVA 09/30 USD 18.45 113.0 8.4 –18.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/30 USD 164.16 48.0 18.4 –18.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/30 USD 156.57 47.1 17.4 –18.8
PF (LUX)-Biotech-Pca OT EQ LUX 09/29 USD 297.87 4.5 –10.7 –6.4
PF (LUX)-CHF Liq-Pca CH MM LUX 09/29 CHF 124.22 0.2 0.3 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/29 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/29 USD 109.12 34.2 23.7 –9.0
PF (LUX)-East Eu-Pca EU EQ LUX 09/29 EUR 280.64 110.2 4.1 –22.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/30 USD 490.82 61.3 16.2 –17.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/29 EUR 96.82 26.6 –0.1 –17.2
PF (LUX)-EUR Bds-Pca EU BD LUX 09/29 EUR 384.22 2.9 5.5 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/29 EUR 292.39 2.9 5.5 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/29 EUR 145.34 16.4 15.9 5.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/29 EUR 102.18 16.4 15.9 5.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/29 EUR 139.34 54.5 12.3 –2.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/29 EUR 80.78 54.5 12.3 –2.5
PF (LUX)-EUR Liq-Pca EU MM LUX 09/29 EUR 135.88 0.9 1.8 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/29 EUR 97.93 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/29 EUR 102.38 0.5 1.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/29 EUR 101.02 0.5 1.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/29 EUR 391.06 27.8 –3.1 –22.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/29 EUR 127.18 25.7 –0.8 –19.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/29 USD 239.16 26.3 23.5 10.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/29 USD 162.70 26.3 23.5 10.8
PF (LUX)-Gr China-Pca AS EQ LUX 09/30 USD 322.16 51.4 23.8 –14.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/30 USD 344.17 79.6 28.2 –11.1
PF (LUX)-Jap Index-Pca JP EQ LUX 09/30 JPY 8789.06 7.9 –16.2 –24.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/30 JPY 7796.65 6.8 –19.4 –29.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/30 JPY 7574.20 6.3 –19.9 –29.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/30 JPY 4444.23 13.2 –13.4 –24.0
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/29 USD 50.52 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/30 USD 259.98 64.2 20.8 –10.4
PF (LUX)-Piclife-Pca CH BA LUX 09/29 CHF 776.35 12.6 3.4 –5.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/29 EUR 59.14 34.0 4.4 –15.5
PF (LUX)-Rus Eq-Pca OT OT LUX 09/29 USD 56.15 145.8 14.0 NS
PF (LUX)-Security-Pca GL EQ LUX 09/29 USD 92.62 29.6 11.4 –11.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/29 EUR 439.30 34.6 2.3 –18.5
PF (LUX)-US Eq-Ica US EQ LUX 09/29 USD 99.19 21.5 –2.8 –12.6
PF (LUX)-USA Index-Pca US EQ LUX 09/29 USD 85.99 18.6 –2.7 –15.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/29 USD 514.96 –2.9 4.5 6.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/29 USD 377.87 –2.9 4.5 6.2
PF (LUX)-USD Liq-Pca US MM LUX 09/29 USD 131.00 0.6 1.2 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/29 USD 85.54 0.6 1.2 2.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/29 USD 101.57 0.3 1.0 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/29 USD 100.86 0.3 1.0 NS

PF (LUX)-Water-Pca GL EQ LUX 09/29 EUR 115.96 12.6 –5.3 –13.8
PF (LUX)-WldGovBds-Pca GL BD LUX 10/01 USD 168.64 1.8 12.4 8.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/01 USD 139.58 1.8 12.4 8.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/30 USD 12.18 55.4 17.2 –9.2
Japan Fund USD JP EQ IRL 10/01 USD 16.85 14.7 22.3 –3.0
Polar Healthcare Class I USD OT OT IRL 09/30 USD 12.21 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/30 USD 12.20 NS NS NS

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

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

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/30 EUR 686.47 21.8 –5.7 –17.8
Core Eurozone Eq B EU EQ IRL 09/30 EUR 811.80 23.5 –0.9 NS
Euro Fixed Income A EU BD IRL 09/30 EUR 1219.24 7.7 4.6 –1.7
Euro Fixed Income B EU BD IRL 09/30 EUR 1299.68 8.2 5.3 –1.1
Euro Small Cap A EU EQ IRL 09/30 EUR 1160.82 36.9 –1.4 –22.3
Euro Small Cap B EU EQ IRL 09/30 EUR 1241.56 37.5 –0.8 –21.8
Eurozone Agg Eq A EU EQ IRL 09/30 EUR 645.99 30.0 –0.6 –19.7
Eurozone Agg Eq B EU EQ IRL 09/30 EUR 926.96 30.6 0.0 –19.2
Glbl Bd (EuroHdg) A GL BD IRL 09/30 EUR 1352.46 13.0 8.5 2.5
Glbl Bd (EuroHdg) B GL BD IRL 09/30 EUR 1433.36 13.5 9.2 3.1
Glbl Bd A EU BD IRL 09/30 EUR 1076.85 9.8 8.0 2.6
Glbl Bd B EU BD IRL 09/30 EUR 1145.13 10.4 8.7 3.3
Glbl Real Estate A OT EQ IRL 09/30 USD 856.98 28.6 –14.5 –22.4
Glbl Real Estate B OT EQ IRL 09/30 USD 882.17 29.1 –13.9 –22.0
Glbl Real Estate EH-A OT EQ IRL 09/30 EUR 768.02 22.4 –18.6 –23.8
Glbl Real Estate SH-B OT EQ IRL 09/30 GBP 72.25 21.9 –19.4 –23.4
Glbl Strategic Yield A EU BD IRL 09/30 EUR 1524.76 34.9 10.6 0.6
Glbl Strategic Yield B EU BD IRL 09/30 EUR 1629.23 35.5 11.3 1.2
Japan Equity A JP EQ IRL 09/30 JPY 11652.22 12.7 –12.5 –25.3
Japan Equity B JP EQ IRL 09/30 JPY 12400.70 13.2 –12.0 –24.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/30 USD 2149.97 67.2 28.0 –10.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/30 USD 2291.01 67.9 28.8 –9.8
Pan European Eq A EU EQ IRL 09/30 EUR 933.14 29.9 –0.9 –18.9
Pan European Eq B EU EQ IRL 09/30 EUR 993.24 30.4 –0.3 –18.5
US Equity A US EQ IRL 09/30 USD 827.52 23.7 –7.5 –16.4
US Equity B US EQ IRL 09/30 USD 884.66 24.2 –7.0 –15.9
US Small Cap A US EQ IRL 09/30 USD 1227.21 22.0 –11.4 –17.3
US Small Cap B US EQ IRL 09/30 USD 1312.80 22.6 –10.9 –16.8

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/01 EUR 14.00 –0.9 15.2 11.8
Asset Sele C H-CHF OT OT LUX 10/01 CHF 97.21 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/01 GBP 98.30 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/01 JPY 9752.89 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/01 NOK 112.20 –0.3 NS NS
Asset Sele C H-SEK OT OT LUX 10/01 SEK 140.58 –1.4 15.9 12.1
Asset Sele C H-USD OT OT LUX 10/01 USD 98.12 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/01 SEK 131.93 –1.4 NS NS
Choice Global Value -C- GL EQ LUX 10/01 SEK 72.10 19.8 –7.2 –24.3
Choice Global Value -D- OT OT LUX 10/01 SEK 69.08 19.8 –7.2 NS
Choice Global Value -I- OT OT LUX 10/01 EUR 6.31 29.5 –10.8 –27.4
Choice Japan Fd -C- OT OT LUX 10/01 JPY 47.01 4.6 –18.0 –26.9
Choice Japan Fd -D- OT OT LUX 10/01 JPY 42.27 4.6 –18.0 –26.8
Choice Jpn Chance/Risk JP EQ LUX 10/01 JPY 48.72 8.8 –19.4 –29.3
Choice NthAmChance/Risk US EQ LUX 10/01 USD 3.73 33.1 –5.7 –16.0
Ethical Europe Fd OT OT LUX 10/01 EUR 1.87 25.5 –7.5 –22.9
Europe 1 Fd OT OT LUX 10/01 EUR 2.69 29.1 –5.5 –22.8
Europe 3 Fd EU EQ LUX 10/01 EUR 3.87 26.7 –7.6 –23.5
Global Chance/Risk Fd GL EQ LUX 10/01 EUR 0.56 19.8 –7.4 –18.5
Global Fd -C- OT OT LUX 10/01 USD 2.03 22.1 –6.7 –18.5
Global Fd -D- OT OT LUX 10/01 USD 1.27 22.1 NS NS
Nordic Fd OT OT LUX 10/01 EUR 5.26 29.6 7.4 –15.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/01 USD 7.02 54.9 26.8 –13.5
Choice Asia ex. Japan -D- OT OT LUX 10/01 USD 1.24 54.8 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/01 EUR 10.45 –4.3 –3.0 0.1
Currency Alpha EUR -RC- OT OT LUX 10/01 EUR 10.36 –4.6 –3.3 –0.3
Currency Alpha SEK -ID- OT OT LUX 10/01 SEK 97.15 –8.0 –6.9 NS
Currency Alpha SEK -RC- OT OT LUX 10/01 SEK 105.51 –4.6 –3.3 –0.3

Generation Fd 80 OT OT LUX 10/01 SEK 7.42 16.2 –1.7 –14.0
Nordic Focus EUR NO EQ LUX 10/01 EUR 74.53 49.4 6.5 NS
Nordic Focus NOK NO EQ LUX 10/01 NOK 78.26 49.4 6.5 NS
Nordic Focus SEK NO EQ LUX 10/01 SEK 80.86 49.4 6.5 NS
Russia Fd OT OT LUX 10/01 EUR 7.96 138.4 18.7 –15.2

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/01 USD 1.71 23.3 –6.9 –16.7
Ethical Glbl Fd -C- OT OT LUX 10/01 USD 0.81 18.9 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/01 USD 0.78 31.2 –1.3 –16.2
Ethical Sweden Fd NO EQ LUX 10/01 SEK 38.07 38.1 18.7 –10.2
Index Linked Bd Fd SEK OT BD LUX 10/01 SEK 13.11 3.0 5.0 5.2
Medical Fd OT EQ LUX 10/01 USD 3.06 6.6 –7.6 –10.4
Short Medium Bd Fd SEK NO MM LUX 10/01 SEK 8.80 1.1 2.2 2.5
Technology Fd -C- OT OT LUX 10/01 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 10/01 USD 2.31 48.5 12.6 –10.1
World Fd -C- OT OT LUX 10/01 USD 27.52 NS NS NS
World Fd -D- OT OT LUX 10/01 USD 2.09 30.3 5.6 –12.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/01 EUR 1.27 0.0 0.9 1.2
Short Bond Fd EUR -D- OT OT LUX 10/01 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/01 SEK 21.95 1.8 3.0 2.7
Short Bond Fd USD US MM LUX 10/01 USD 2.49 –0.2 0.4 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/01 SEK 10.31 2.4 2.8 0.9
Alpha Bond Fd SEK -B- NO BD LUX 10/01 SEK 8.93 2.4 2.8 0.9
Alpha Bond Fd SEK -C- NO BD LUX 10/01 SEK 25.81 2.4 4.0 0.7
Alpha Bond Fd SEK -D- NO BD LUX 10/01 SEK 8.04 2.4 4.0 0.7
Alpha Short Bd SEK -A- NO MM LUX 10/01 SEK 11.08 2.6 3.3 3.2
Alpha Short Bd SEK -B- NO MM LUX 10/01 SEK 10.14 2.6 3.3 3.2
Alpha Short Bd SEK -C- NO MM LUX 10/01 SEK 21.67 2.5 3.2 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/01 SEK 8.20 2.5 3.2 3.0
Bond Fd SEK -C- NO BD LUX 10/01 SEK 42.53 2.3 9.8 6.5
Bond Fd SEK -D- NO BD LUX 10/01 SEK 12.35 2.4 9.9 5.9
Corp. Bond Fd EUR -C- EU BD LUX 10/01 EUR 1.25 14.4 15.2 2.7
Corp. Bond Fd EUR -D- EU BD LUX 10/01 EUR 0.96 14.5 15.2 2.5
Corp. Bond Fd SEK -C- NO BD LUX 10/01 SEK 12.42 15.6 11.0 1.4
Corp. Bond Fd SEK -D- NO BD LUX 10/01 SEK 9.39 15.6 11.0 1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/01 EUR 104.03 0.2 6.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/01 EUR 108.42 4.7 11.2 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 10/01 SEK 1104.53 4.7 11.2 NS
Flexible Bond Fd -C- NO BD LUX 10/01 SEK 21.35 2.3 5.8 4.4
Flexible Bond Fd -D- NO BD LUX 10/01 SEK 11.67 2.3 5.8 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/01 USD 2.50 62.3 19.6 –11.5
Eastern Europe Fd OT OT LUX 10/01 EUR 2.39 38.9 –10.2 –20.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/01 SEK 26.52 58.0 28.9 –15.2
Eastern Europe SmCap Fd OT OT LUX 10/01 EUR 2.40 82.0 3.7 –21.6
Europe Chance/Risk Fd EU EQ LUX 10/01 EUR 995.66 30.6 –6.8 –24.6
Listed Private Equity -C- OT OT LUX 10/01 EUR 126.37 53.4 –33.7 NS
Listed Private Equity -IC- OT OT LUX 10/01 EUR 74.07 79.3 –22.4 NS
Listed Private Equity -ID- OT OT LUX 10/01 EUR 71.86 74.2 –24.7 NS
Nordic Small Cap -C- OT OT LUX 10/01 EUR 123.67 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/01 EUR 123.97 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/01 SEK 78.72 –1.7 –15.5 –14.5
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/01 EUR 100.57 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/01 SEK 100.56 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/01 USD 101.68 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/01 SEK 71.92 –1.7 –15.6 –15.7
Asset Sele Opp C H NOK OT OT LUX 10/01 NOK 104.50 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/01 SEK 103.42 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/01 EUR 104.26 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/01 GBP 104.44 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/01 SEK 104.20 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/01 EUR 102.83 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/01 GBP 103.21 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/01 GBP 102.96 NS NS NS

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

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 09/29 EUR 29.14 2.8 –4.3 1.2
Bonds Eur Corp A OT OT LUX 09/29 EUR 22.93 10.6 11.9 2.0
Bonds Eur Hi Yld A OT OT LUX 09/29 EUR 20.07 50.9 12.1 –3.6
Bonds EURO A OT OT LUX 09/29 EUR 41.21 4.4 9.7 6.0
Bonds Europe A OT OT LUX 09/29 EUR 39.25 3.6 8.2 5.1
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 09/30 USD 36.50 15.8 16.7 9.1
Bonds World A OT OT LUX 09/30 USD 43.14 8.3 15.5 10.0
Eq. China A OT OT LUX 09/30 USD 21.39 43.1 29.0 –22.0
Eq. ConcentratedEuropeA OT OT LUX 09/30 EUR 26.04 26.4 –2.2 –20.7
Eq. Eastern Europe A OT OT LUX 09/30 EUR 20.57 55.6 –18.4 –30.0
Eq. Equities Global Energy OT OT LUX 09/30 USD 17.19 20.6 –12.6 –14.5
Eq. Euroland A OT OT LUX 09/30 EUR 10.41 13.6 –9.0 –23.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/30 EUR 17.08 24.3 –3.8 –18.3
Eq. EurolandFinancialA OT OT LUX 09/29 EUR 12.26 45.6 –1.5 –20.7
Eq. Glbl Emg Cty A OT OT LUX 09/30 USD 9.09 52.0 11.1 –16.7
Eq. Global A OT OT LUX 09/30 USD 26.85 27.6 1.6 –17.8
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/30 USD 28.70 37.2 33.9 0.6
Eq. Japan Sm Cap A OT OT LUX 09/30 JPY 1135.85 25.4 7.7 –20.9
Eq. Japan Target A OT OT LUX 10/01 JPY 1763.98 12.7 2.1 –11.1
Eq. Pacific A OT OT LUX 09/30 USD 9.84 54.1 18.7 –15.5
Eq. US ConcenCore A OT OT LUX 09/30 USD 20.92 28.8 3.3 –12.2
Eq. US Lg Cap Gr A OT OT LUX 09/30 USD 14.35 33.1 –5.0 –16.1
Eq. US Mid Cap A OT OT LUX 09/30 USD 28.07 40.1 2.3 –15.9
Eq. US Multi Strg A OT OT LUX 09/30 USD 20.42 27.8 –8.0 –17.5
Eq. US Rel Val A OT OT LUX 09/30 USD 20.00 28.8 –9.7 –19.5
Eq. US Sm Cap Val A OT OT LUX 09/30 USD 16.02 23.8 –21.8 –23.6
Eq. US Value Opp A OT OT LUX 09/30 USD 15.63 20.6 –18.9 –24.7
Money Market EURO A OT OT LUX 09/30 EUR 27.37 0.9 2.0 3.1
Money Market USD A OT OT LUX 09/30 USD 15.83 0.5 1.1 2.3

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/01 JPY 8881.00 3.2 –17.9 –32.4
YMR-N Small Cap Fund OT OT IRL 10/01 JPY 7149.00 11.4 –2.2 –30.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/01 JPY 6039.00 2.3 –22.1 –32.9
Yuki 77 Growth JP EQ IRL 10/01 JPY 5764.00 –2.6 –29.5 –36.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/01 JPY 6454.00 3.4 –20.7 –32.3
Yuki Chugoku JpnLowP JP EQ IRL 10/01 JPY 7965.00 –2.7 –16.5 –27.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/01 JPY 6506.00 –3.9 –26.3 –34.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/01 JPY 4408.00 –3.1 –26.4 –34.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/01 JPY 5116.00 –3.1 –24.7 –27.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/01 JPY 5234.00 11.2 –2.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/01 JPY 4220.00 –0.7 –29.3 –36.8
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/01 JPY 4561.00 1.5 –28.4 –36.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/01 JPY 6484.00 6.3 –22.9 –32.6
Yuki Mizuho Jpn Gen OT OT IRL 10/01 JPY 8262.00 3.0 –20.5 –33.2
Yuki Mizuho Jpn Gro OT OT IRL 10/01 JPY 6222.00 –0.5 –18.8 –34.0
Yuki Mizuho Jpn Inc OT OT IRL 10/01 JPY 7447.00 –6.4 –26.0 –30.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/01 JPY 4963.00 –0.4 –23.6 –32.0
Yuki Mizuho Jpn LowP OT OT IRL 10/01 JPY 11694.00 3.2 –10.7 –23.4
Yuki Mizuho Jpn PGth OT OT IRL 10/01 JPY 7788.00 1.9 –23.3 –35.2
Yuki Mizuho Jpn SmCp OT OT IRL 10/01 JPY 7342.00 19.7 2.4 –29.0
Yuki Mizuho Jpn Val Sel OT OT IRL 10/01 JPY 5534.00 6.6 –16.9 –28.1
Yuki Mizuho Jpn YoungCo OT OT IRL 10/01 JPY 3029.00 26.9 –5.3 –31.7

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/01 JPY 5009.00 11.3 –21.9 –33.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/01 JPY 5207.00 2.1 –21.8 –34.9

Continued from previous page

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

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

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 09/11 GBP 1.03 9.1 NS NS
Global Absolute EUR OT OT NA 09/11 EUR 1.52 9.8 NS NS
Global Absolute USD OT OT GGY 09/11 USD 1.93 9.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 09/18 EUR 85.89 12.5 NS NS
Special Opp Inst EUR OT OT CYM 09/18 EUR 81.01 12.8 NS NS
Special Opp Inst USD OT OT CYM 09/18 USD 91.95 13.9 NS NS
Special Opp USD OT OT CYM 09/18 USD 90.23 13.4 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 09/18 CHF 108.85 9.0 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 09/18 GBP 129.52 9.9 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 09/18 USD 109.49 11.0 NS NS
GH FUND S EUR OT OT CYM 09/18 EUR 125.14 10.7 NS NS
GH FUND S GBP OT OT JEY 09/18 GBP 129.70 10.3 NS NS
GH Fund S USD OT OT CYM 09/18 USD 146.89 11.3 NS NS
GH Fund USD OT OT GGY 09/18 USD 268.68 10.2 NS NS
Hedge Investments OT OT JEY 08/21 USD 134.41 8.5 NS NS
Leverage GH USD OT OT GGY 09/18 USD 116.57 19.5 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 09/18 CHF 91.97 9.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 09/18 EUR 99.86 10.5 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 09/18 GBP 107.67 11.1 NS NS
MultiAdv Arb S EUR OT OT CYM 09/18 EUR 106.41 11.2 NS NS
MultiAdv Arb S GBP OT OT CYM 09/18 GBP 111.35 11.7 NS NS
MultiAdv Arb S USD OT OT CYM 09/18 USD 121.70 12.4 NS NS
MultiAdv Arb USD OT OT GGY 09/18 USD 188.27 11.5 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 08/28 EUR 98.11 10.6 NS NS
Asian AdvantEdge OT OT JEY 08/28 USD 180.05 11.1 NS NS
Emerg AdvantEdge OT OT JEY 08/28 USD 160.24 14.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 08/28 EUR 89.25 13.6 NS NS
Europ AdvantEdge EUR OT OT JEY 08/28 EUR 128.09 11.1 NS NS
Europ AdvantEdge USD OT OT JEY 08/28 USD 135.81 11.3 NS NS
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 08/28 EUR 104.84 6.1 NS NS
Real AdvantEdge USD OT OT NA 08/28 USD 104.88 6.3 NS NS
Trading Adv JPY OT OT NA 08/28 JPY 9549.04 NS NS NS
Trading AdvantEdge OT OT GGY 08/28 USD 144.97 –4.4 NS NS
Trading AdvantEdge EUR OT OT GGY 08/28 EUR 131.85 –4.2 NS NS
Trading AdvantEdge GBP OT OT GGY 08/28 GBP 139.01 –4.5 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com

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

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 08/31 USD 132.67 31.1 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/25 USD 348.93 81.6 –8.9 –34.1
Antanta MidCap Fund EE EQ AND 09/25 USD 638.37 120.3 –30.7 –36.2
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 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 08/31 EUR 90.02 6.0 –5.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 08/31 EUR 89.39 5.6 –6.4 NS

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

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

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 09/29 USD 48.01 –44.5 –20.1 10.3
Superfund GCT USD* OT OT LUX 09/29 USD 2414.00 –35.5 –9.2 5.8
Superfund Green Gold A (SPC) OT OT CYM 09/29 USD 959.61 –17.4 12.0 19.2
Superfund Green Gold B (SPC) OT OT CYM 09/29 USD 973.52 –28.4 6.7 18.1
Superfund Q-AG* OT OT AUT 09/29 EUR 6891.00 –23.2 –7.8 7.1

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT VGB 08/31 EUR 1195.14 –29.1 –29.7 –9.9
Winton Evolution GBP Cls G OT OT CYM 08/31 GBP 1176.95 –7.9 –8.0 3.5
Winton Evolution USD Cls F OT OT CYM 08/31 USD 1163.50 –8.2 –8.6 2.6
Winton Futures EUR Cls C OT OT VGB 08/31 EUR 190.12 –7.7 2.5 12.0
Winton Futures GBP Cls D OT OT VGB 08/31 GBP 205.01 –7.6 3.1 13.2
Winton Futures JPY Cls E OT OT VGB 08/31 JPY 13445.13 –8.9 –0.3 9.0
Winton Futures USD Cls B OT OT VGB 08/31 USD 673.80 –8.1 1.7 11.9

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

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

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

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

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

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

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

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

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

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

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

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

INDICES

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

12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Dana Cimilluca

And Jeffrey McCracken

Femsa, one of the largest bever-
age companies in Latin America, is
in talks to merge its beer operations
with a larger rival in a deal that
could be valued at as much as $9 bil-
lion and would continue a global
wave of brewing consolidation, peo-
ple familiar with the matter said.

Fomento Economico Mexicano
SAB, as Femsa is officially known,
has held discussions with beverage
companies including SABMiller PLC
and Heineken NV, the people say. It
is being advised by NM Rothschild
& Sons Ltd. The talks recently have
become more formal and serious,
the people said, adding that no deal
is imminent.

Femsa, which traces its roots to a
brewery founded in Monterrey, Mex-
ico, in 1890, is comprised of three
businesses: soft drinks, beer and a re-
tailer. The beer operation produces
and distributes brands including
Tecate, Sol and Dos Equis and has
roughly $4 billion in annual sales.
The Monterrey-based company, con-
trolled by Mexican families, is led by
Chairman and Chief Executive José
Antonio Fernández Carbajal.

A wave of consolidation in the
global beer market that culminated
with the November 2008 purchase
of Anheuser-Busch Cos. by the Bra-
zilian-Belgian company InBev NV
for about $52 billion has put pres-
sure on smaller brewers to find
larger homes. Femsa controls just
under half of Mexico’s beer market
as the No. 2 player in a duopoly with
Grupo Modelo SAB.

Acquiring Femsa’s beer unit
would give SABMiller or Heineken a
big stake in Mexico, one of the most
profitable beer markets in the
world. The deal also would put them
into competition with Anheuser-
Busch InBev NV in Brazil, where An-
heuser is the dominant player
through its AmBev division.

Femsa has “moved beyond just
contemplating it,” said a person fa-
miliar with the matter. “I think they
want to do it now.”

A spokeswoman for Femsa de-
clined to comment, as did represen-
tatives for SABMiller and Heineken.

Buying Femsa also offers oppor-
tunities for growth in the U.S.,
where its Tecate and Dos Equis
brands have enjoyed healthy sales
growth. Heineken, based in the Neth-
erlands, is the exclusive importer of
Femsa brands in the U.S. under a
long-term agreement.

Femsa’s Coca-Cola Femsa unit is
the largest Coke bottler in Latin
America, as measured by sales vol-
ume. Coca-Cola Co. owns 31.6% of
the bottler and the public owns
14.7%.

Amid competition with Modelo,
Femsa’s beer division has underper-
formed the company’s other units,
according to J.P. Morgan Chase ana-
lyst Alan Alanis. Volumes fell 6% and
8% in Mexico and Brazil, respec-
tively, in the second quarter.

Femsa’s American depositary re-
ceipts rose 17% to $44.40 at 4 p.m.
Thursday in composite trading on
the New York Stock Exchange.
 —David Kesmodel

contributed to this article.

Lagarde backs Lombard
France Télécom CEO
is pressured by spate
of suicides to resign

Cisco acquires Tandberg
to expand role in video

EU gains an ally on mobile rates

Femsa opens new front
in wave of beer mergers

Femsa Chairman and CEO
José Antonio Fernández Carbajal

Christine Lagarde, shown Thursday in Paris, supported France Télécom CEO Dider
Lombard following calls for his resignation from the opposition Socialist Party.

CORPORATE NEWS

By Max Colchester

PARIS—French Finance Minister
Christine Lagarde on Thursday
voiced her support for France Télé-
com SA’s chief executive, who is
coming under increased pressure
from French unions and opposition
politicians over a recent spate of sui-
cides at the company.

Ms. Lagarde summoned France
Télécom Chief Executive Didier Lom-
bard to a meeting after the telecoms
company confirmed earlier this
week that one of its employees had
committed suicide. It was the 24th
suicide at the company in 18
months.

In a statement released after the
meeting, Ms. Lagarde said she had
“full confidence” that Mr. Lombard
could get the company through
“this difficult and painful moment.”

The French state, which owns a
27% stake in France Télécom, has
been keeping a close eye on the com-
pany, following complaints by
unions that an ongoing restructur-
ing plan at the company is putting
workers under undue stress. The sui-
cide rate among the company’s
100,000 employees is in line with
France’s national average. Still,
unions say that the relocation of
staff to different branches of the
company around France has added
pressure onto employees and their
families.

A spokesman for France’s opposi-
tion Socialist Party had called on
Tuesday for France Télécom’s top
management to take responsibility
for the suicides and step down. Sev-
eral hundred France Télécom work-
ers also took to the streets to pro-
test against working conditions.

In the statement released after

Thursday’s meeting, France’s Fi-
nance Ministry said Mr. Lombard
had set up an emergency hotline
aimed at providing help to de-
pressed workers. The company has
also increased the number of psy-
chologists available to staffers, ac-
cording to the statement.

France Télécom said earlier in
the week that it had appointed a su-

pervisor to oversee all future job
transfers within the company. The
company also said it would hold off
relocating staffers until October 31.

Mr. Lombard announced earlier
this year he would step down as
France’s Télécom’s chief executive
in 2011 and be replaced by Stéphane
Richard, a former top aide to Ms.
Lagarde.

By Ben Worthen

Cisco Systems Inc. agreed to
buy Norway-based Tandberg ASA
for about $3 billion, expanding its
push into video conferencing sys-
tems that help people work to-
gether from different locations.

The deal, announced early
Thursday, is an all-cash tender of-
fer that Cisco characterized as an
11% premium to Tandberg’s clos-
ing price Wednesday.

The move allows Cisco to use
utilize some of its $35 billion in
cash reserves and steps up compe-
tition with Hewlett-Packard Co.,
which like Cisco sells high-end
video-conferencing systems to
businesses. H-P also resells some
Tandberg video systems.

Tandberg, which reported reve-
nue of $809 million in 2008, makes
a range of video-conferencing
products, including high-end sys-
tems that compete with Cisco’s
and video software that runs on a
personal computer.

The acquisition “instantly ex-
pands our portfolio of high-end
video products to go from the desk-
top to the boardroom,” said Ned
Hooper, Cisco’s chief strategy of-
ficer.

High-end telepresence is still a
small market, with world-wide
sales of the big, multiscreen sys-
tems in which Cisco specializes
still less than $500 million a year,
according to an estimate by Wain-
house Research. But it’s one of the
few technologies that has bene-
fited from the recession, rising
30% from last year as businesses
look to reduce travel expenses.

Cisco Chief Executive John
Chambers said he will move
Cisco’s telepresence business un-
der Tandberg CEO Fredrik Hal-
vorsen.

“Fredrik has almost an unlim-
ited blank check,” Mr. Chambers
said. “This isn’t a matter of syner-
gies or cutting costs.”
 —Roger Cheng

contributed to this article.

By Mike Gordon

LUXEMBOURG—A legal adviser
to Europe’s highest court on Thurs-
day recommended the court uphold
a Europe-wide law forcing mobile-
phone operators to cut the rates they
charge for using a mobile phone
abroad.

Four of Europe’s largest mobile-
telecommunications operators—
Vodafone Group PLC, Telefónica
SA’s O2, Deutsche Telekom AG’s
T-Mobile and France Télécom SA’s
Orange—have challenged the legal
basis of the European Union’s roam-
ing regulation, passed in 2007,
which mandated a substantial reduc-
tion in charges.

The regulation initially set caps
of 49 European cents (72 U.S. cents)
a minute for making calls and 24
cents for receiving calls when travel-
ing abroad. Further annual reduc-
tions will take the caps down to 35
cents and 11 cents, respectively, by
2011.Thecapsapplyto all27EUcoun-
tries, as well as Norway, Iceland and
Liechtenstein.

Before the EU regulation, a call in
the EU could cost about Œ1.70 a
minute for a German traveling in
Austria and Œ2.50 for a Belgian call-
ing from Cyprus, according to data

from the European Commission, the
EU’s executive arm.

The idea that consumers should
pay more when they are traveling in
Europe than in their home country
goes against the principles of the Eu-
ropean single market, said Viviane
Reding, the EU’s telecommunica-
tions commissioner. The EU has
since forced similar roaming rate
cuts for SMS text messaging and mo-
bile Internet downloads.

Whilethemovewas ahitwithcon-
sumers, mobile operators across Eu-
rope complained they lost a signifi-
cant revenue stream. Vodafone, O2,
T-Mobile and Orange brought their
case before the U.K. courts, challeng-
ing the British law that was brought
in to comply with the Europe-wide
legislation.

The U.K. High Court has asked
the European Court of Justice to
rule on whether the roaming regula-
tion was passed on the proper legal
basis. The court is also asking
whether certain elements of the
roaming law imposing the same
rates across Europe are excessive or
violate national sovereignty.

Advocate General Poiares Ma-
duro said Thursday the EU was enti-
tled to impose limits on the prices
charged by mobile-phones compa-

nies for roaming calls in the inter-
ests of the internal market.

“The differences in price be-
tween calls made within one’s own
member state and those made while
roaming could reasonably be re-
garded as discouraging the use of
cross-border services, such as roam-
ing,” he said. “Such discouragement
has the potential to impede the es-
tablishment of an internal market in
which free movement of goods, ser-
vices and capital is ensured.”

A Vodafone spokesman said the
company will continue to present its
case. “Clearly we need to look at the
details of the court adviser’s opin-
ion,” he said. “This is not about retail
roaming prices—they’ll continue to
fall. This is about a point in princi-
ple.”

A Deutsche Telekom spokesman
said the company was sticking to its
opinion that regulatory measures
were unjustified, as there was
enough competition in the European
mobile market, while a spokesman
for France Télécom said the com-
pany would wait for the court's final
decision. O2 wasn't immediately
available to comment on the issue.
 —Ruth Bender in Paris

and Archibald Preuschat
in Düsseldorf, Germany,

contributed to this article.
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Gl Value B GL EQ LUX 09/30 USD 9.98 26.6 –7.7 –25.1
Gl Value I GL EQ LUX 09/30 USD 11.49 28.2 –6.1 –23.8
India Growth A - OT OT LUX 09/30 USD 116.26 NS NS NS
India Growth AX OT OT LUX 09/30 USD 101.56 75.8 35.0 –4.9
India Growth B - OT OT NA 09/30 USD 122.11 NS NS NS
India Growth BX OT OT LUX 09/30 USD 87.04 74.5 33.7 –5.8
India Growth I EA EQ LUX 09/30 USD 105.11 76.3 35.5 –4.6
Int'l Health Care A OT EQ LUX 09/30 USD 127.92 8.9 –8.2 –12.1
Int'l Health Care B OT EQ LUX 09/30 USD 108.17 8.1 –9.1 –13.0
Int'l Health Care I OT EQ LUX 09/30 USD 139.48 9.6 –7.4 –11.4
Int'l Technology A OT EQ LUX 09/30 USD 100.87 37.9 1.5 –15.8
Int'l Technology B OT EQ LUX 09/30 USD 87.63 36.9 0.5 –16.7
Int'l Technology I OT EQ LUX 09/30 USD 112.88 38.7 2.3 –15.2
Japan Blend A JP EQ LUX 09/30 JPY 5838.00 8.8 –18.1 –27.7
Japan Growth A JP EQ LUX 09/30 JPY 5796.00 4.2 –18.3 –27.5
Japan Growth I JP EQ LUX 09/30 JPY 5952.00 4.8 –17.6 –27.0
Japan Strat Value A JP EQ LUX 09/30 JPY 5835.00 13.1 –18.3 –28.2
Japan Strat Value I JP EQ LUX 09/30 JPY 5978.00 13.8 –17.6 –27.7
Real Estate Sec. A OT EQ LUX 09/30 USD 13.79 29.2 –11.8 –20.5

Real Estate Sec. B OT EQ LUX 09/30 USD 12.64 28.3 –12.7 –21.3
Real Estate Sec. I OT EQ LUX 09/30 USD 14.79 30.0 –11.1 –19.9
Short Mat Dollar A US BD LUX 09/30 USD 7.16 9.1 0.3 –7.7
Short Mat Dollar A2 US BD LUX 09/30 USD 9.56 9.1 0.3 –7.8
Short Mat Dollar B US BD LUX 09/29 USD 7.15 8.3 –0.6 –8.3
Short Mat Dollar B2 US BD LUX 09/30 USD 9.52 8.7 –0.2 –8.2
Short Mat Dollar I US BD LUX 09/30 USD 7.16 9.5 0.9 –7.2

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 09/30 GBP 7.81 17.3 8.1 –9.0
Andfs. Borsa Global GL EQ AND 09/30 EUR 6.20 6.9 –12.5 –20.2
Andfs. Emergents GL EQ AND 09/30 USD 15.91 59.1 14.3 –12.3
Andfs. Espanya EU EQ AND 09/30 EUR 13.45 24.3 5.2 –10.9
Andfs. Estats Units US EQ AND 09/30 USD 14.02 14.9 –9.8 –16.5

Andfs. Europa EU EQ AND 09/30 EUR 7.65 18.0 –2.6 –17.5
Andfs. Franca EU EQ AND 09/30 EUR 9.39 13.4 –6.7 –19.1
Andfs. Japo JP EQ AND 09/30 JPY 502.07 14.5 –6.8 –23.2
Andfs. Plus Dollars US BA AND 09/30 USD 9.24 9.5 0.7 –7.4
Andfs. RF Dolars US BD AND 09/30 USD 11.26 10.2 7.3 –0.3
Andfs. RF Euros EU BD AND 09/30 EUR 10.79 20.5 10.6 –1.7
Andorfons EU BD AND 09/30 EUR 14.40 20.7 8.1 –4.0
Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 3.9 –14.7 –8.8
Andorfons Mix 30 EU BA AND 09/30 EUR 9.41 16.2 –0.8 –10.6
Andorfons Mix 60 EU BA AND 09/30 EUR 9.00 10.8 –10.3 –17.6

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 09/25 USD 225847.89 67.4 16.7 –7.7

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 10/01 EUR 9.14 –5.5 –7.3 –3.3
DJE-Absolut P GL EQ LUX 10/01 EUR 194.19 10.8 –1.0 –10.7
DJE-Alpha Glbl P EU BA LUX 10/01 EUR 170.74 11.0 2.1 –7.1
DJE-Div& Substanz P GL EQ LUX 10/01 EUR 204.40 16.9 6.4 –7.7
DJE-Gold&Resourc P OT EQ LUX 10/01 EUR 159.93 22.3 11.0 –7.2

DJE-Renten Glbl P EU BD LUX 10/01 EUR 129.13 7.9 8.6 2.9
LuxPro-Dragon I AS EQ LUX 10/01 EUR 140.23 51.0 32.1 –12.7
LuxPro-Dragon P AS EQ LUX 10/01 EUR 136.65 50.6 31.4 –13.8
LuxTopic-Aktien Europa EU EQ LUX 10/01 EUR 17.21 20.1 9.8 –4.0
LuxTopic-Pacific AS EQ LUX 10/01 EUR 14.38 58.9 3.0 –19.3

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 09/23 USD 44.84 29.7 NS NS
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/15 SAR 5.70 20.2 –31.8 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2
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Student throws shoe at IMF chief
Anger at international agency boils over in Turkey; a symbol of foreign pressure

IMF lifts China forecasts, cautions on credit

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

By Bob Davis

ISTANBUL—The International
Monetary Fund has spent years try-
ing to convince developing nations
that it is their ally. A student here an-
swered by tossing a sneaker at the
IMF’s chief Thursday and shouting,
“IMF, get out of Turkey!”

While the shoe tossing was an iso-
lated affair, the anger at the IMF,
which chose Istanbul as the site of
its annual meeting, isn’t.

Word of the incident at a college
forum at Bilgi University spread rap-
idly. Local TV news shows repeated
the clip endlessly, sometimes using
a split screen showing the Iraqi jour-
nalist who tossed a shoe at Presi-
dent George W. Bush. The Turkish
shoe tosser didn’t come close to hit-
ting IMF chief Dominique Strauss-
Kahn.

For a U.S. journalist looking for
comment, merely pointing at his

own sneaker sparked immediate rec-
ognition from passersby near Istan-
bul’s Grand Bazaar.

“It will show what Turkish people
really think of the IMF,” said Batuhan
Bal, a law student at Istanbul Com-
merce University. “We need space be-
tween ourselves and the IMF.”

Mr. Strauss-Kahn, a veteran
French politician, made light of the
event.

“I was glad to meet students and
hear their views,” he said in a state-
ment. “One thing I learned, Turkish

students are polite. They wait until
the end to complain.”

It was at the end of his appear-
ance at the university when the shoe
came hurtling his way.

It is hard to know if the incident
will be forgotten or live as a symbol
of frustration during the global eco-
nomic crisis. During the Asian finan-
cial meltdown of a decade ago, IMF
Managing Director Michel Camdes-
sus—a polite man with an impish
sense of humor—was photo-
graphed, arms crossed, standing
over Indonesian President Suharto
as Mr. Suharto inked an IMF deal.
The photo was transformed into a
symbol of IMF arrogance and power,
and still rankles in Asia.

In Turkey, which has had nearly
20 IMF loan programs and is having
on-again, off-again negotiations for
yet another one, the IMF is still seen
as a symbol of foreign pressure.

The shoe tosser, who was taken

into police custody, according to the
the Anatolia news agency, could be-
come a symbol of resistance to that
pressure.

To get an IMF loan, Turkey
would have to reduce its deficit by
cutting government spending or
boosting taxes more than the gov-
ernment wants.

Throwing the shoe “was per-
fect,” said Ulas Can, general man-
ager of Yon Radio.

But not everyone was pleased.
Twenty-two-year-old Eurim Ersan,
waiting by a dock for her boyfriend,
said she was happy to have the IMF
in town, so foreigners could learn
more about the real Turkey. She
fears the shoe throwing incident
will reinforce negative stereotypes
about Turks.

“If you have problems, you
should talk, not throw shoes,” she
said. “That’s bad for our reputa-
tion.”

By Bob Davis

And J.R. Wu

The global economy is staging so
modest a recovery that additional
fiscal stimulus may be needed to pre-
vent another slump, the Interna-
tional Monetary Fund said.

At the same time, the IMF raised
its 2009 and 2010 growth forecasts
for China, a key driver of Asia’s “re-
markable” recovery. But it cau-
tioned that there are risks from the
unprecedented flood of credit that
Beijing has unleashed to pull the Chi-
nese economy out of a downturn.

In its new World Economic Out-
look, the IMF said “fiscal stimulus
needs to be sustained until the recov-
ery is on a firm footing and may need
to be amplified…if downside risks to
growth materialize.” Governments,
it said, “should thus stand ready to
roll out new initiatives.”

Overall, the IMF forecast the glo-
bal economy will grow at a 3.1% clip
in 2010, compared with a 1.1% con-
traction this year. For 2010, the U.S.
is estimated to grow at 1.5%, the
euro area at 0.3% and Japan at 1.7%.
That compares to projected 2009 de-
clines of 2.7% for the U.S., 4.2% for
the euro area and 5.4% for Japan.

Led by China, Asia is the star per-
former;theIMF saidAsia’s “swift turn-
around of economic fortunes is re-
markable. “The multilateral body
raised its forecast for Chinese growth
this year to 8.5%, from 7.5% previ-
ously, and for 2010 to 9% from 8.5%.

The increases put the fund’s estimates
roughly in line with those by private-
sector economists. Chinese officials
have targeted 8% growth this year.

In China, new lending in the first
eight months of 2009 has topped
eight trillion yuan ($1.172 trillion),
equivalent to more than one-quar-
ter of gross domestic product.

“Some caution is warranted
about the sustainability of the rapid
level of credit growth in a few coun-
tries, especially China,” the IMF said.

While not speaking just about
China’s case, the IMF said that
maintaining credit growth at such
rapid levels carries the risk of cre-
ating incentives for overinvest-
ment, unsustainable asset price in-
flation, and worsening of credit

quality in the banking system.
“Recent monetary expansion

should therefore be unwound as soon
as there are clear signs that economic
recovery is established,” the IMF
said. It also urged Asian economies,
including China, to promote growth
and direct stimulus efforts toward
strengthening domestic demand and
less on investment and exports.

The global pace of recovery ex-
pected by the IMF is well below past
years. Not a single region tracked by
the IMF would match its 2007
growth rate in 2010. “The current re-
bound will be sluggish, credit con-
strained, and, for quite some time,
jobless,” the IMF report said.

The IMF did say the world had
climbed out of the deepest reces-

sion since the Great Depression. It
cited a pickup in manufacturing, a re-
duction in inventory, and stabilizing
retail sales and housing prices. The
fund increased its estimates of
growth for nearly every nation since
its most recent projections released
in July, when it had forecast 2010
growth at 2.5%.

Mostly, the IMF credited expan-
sive fiscal and monetary policies for
the turnaround, and worried that
countries would feel political pres-
sure to remove the props before eco-
nomic recovery was certain.

For the Group of 20 industrial-
ized and developing nations, which
account for about 85% of the world
economy, the IMF estimated that fis-
cal stimulus will boost gross domes-
tic product by at least one point in
2009 and by somewhat less in 2010.

The IMF acknowledged that the
buildup in debt—which in wealthy
industrialized countries is expected
to jump to 110% of GDP by 2014 from
80% of GDP before 2007—could put
upward pressure on long-term inter-
est rates, damping the strength of a
recovery. It recommended cutting
health costs and increasing the re-
tirement age by one year in such
countries to reduce the debt
buildup, but acknowledged that
those policies would face “formida-
ble political obstacles.”

The IMF forecast that the slump
in trade would end, with global trade
expanding at a 2.5% clip next year,
compared to a 11.9% decline in 2009.
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By Kaveri Niththyananthan

And Dominic Chopping

STOCKHOLM—German carrier
Deutsche Lufthansa AG said it will
acquire the remaining 20% of Brit-
ish Midland Airways from Scandina-
vian airlines SAS AB.

Lufthansa, which owns 80% of
bmi, as the U.K. carrier is also
known, will pay SAS £19 million
($30.3 million) for its stake and a fur-
ther £19 million for cancelling rights
that date back to a shareholder
agreement in 1999. The German flag
carrier will make an additional pay-
ment to SAS should it sell all or parts
of bmi within the next two years.

Lufthansa earlier this year
raised its stake in bmi to 80% after
the airline’s founder, Michael
Bishop, threatened legal action to
force Lufthansa to complete its
take-up option and buy his stake of
50% plus one share.

Bmi is the second-largest carrier
operating at Heathrow Airport after
British Airways PLC and owns 11%
of the takeoff and landling slots
there. Slots at Heathrow, one of the
world’s busiest airports, are the
most sought-after in the industry.
But airlines’ growth at Heathrow is
dependent on trading slots as there
is little opportunity for capacity to
expand.

British Airways and Virgin Atlan-
tic Airways Ltd. have publicly
voiced interest in bmi.

Lufthansa to buy
remaining stake
in British carrier

It is hard to know if
the incident will be
forgotten or live as a
symbol of frustration.

By Gren Manuel

LONDON—Philip Scott and
Penny Hughes are to be appointed to
the board of Royal Bank of Scotland
Group PLC, according to a report on
Sky News.

A report on the “Jeff Randall
Live” program said the pair would
be nonexecutive directors and an an-
nouncement will be made Friday.

The moves would be part of a
broader boardroom shakeout since
the bank was rescued by the U.K. gov-
ernment last year.

Mr. Scott is chief financial officer
of Aviva PLC, the U.K.’s second-larg-
est insurer by market value behind
Prudential PLC.

Ms. Hughes is a former Coca-
Cola executive who currently serves
on the board of trustees for the Brit-
ish Museum.

Scott and Hughes
are set to become
directors at RBS
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Without cash for clunkers, U.S. auto sales drop sharply

By Sharon Terlep

And John D. Stoll

A deal to save General Motors
Co.’s Saturn brand fell through after
former race-car driver Roger Pen-
ske unexpectedly abandoned a bid
to buy its network of dealers,
prompting GM to say it would shut
the operation down.

The novel bid to create a car com-
pany that didn’t build cars fell apart
when Penske Automotive Group
Inc. failed to secure a related agree-
ment to have France’s Renault SA
supply autos for dealers to sell when
GM stopped building Saturns in
about two years, people familiar
with the matter said.

Consequently, Penske Automo-
tive ended discussions with Renault
on Wednesday—hours after GM’s
board approved the sale, according
to people familiar with the situation.

The sudden collapse of the sale
puts at risk 13,000 more jobs in the
auto sector. It also likely will add Sat-
urn’s 350 dealers to the thousands
of U.S. auto retailers that are closing
in the car industry’s worst down-
turn since World War II.

GM Chief Executive Frederick
“Fritz” Henderson said in a state-
ment that Saturn and its dealership
network will be phased out. “This is
very disappointing news and comes
after months of hard work by hun-
dreds of dedicated employees and
Saturn retailers who tried to make
the new Saturn a reality,” Mr. Hend-
erson said.

“We will move quickly to wind
down Saturn so we can get on with
[GM’s] four core-brand strategy,” GM
Treasurer Walter Borst said at an ana-
lysts’ conference Thursday in Scotts-
dale, Ariz. Mr. Borst added that GM is
“redoubling” its efforts to finalize a
deal to sell Hummer to China’s Si-
chuan Tengzhong Heavy Industrial
Machinery Co., and expects the sale
tol close by the end of the year.

The Penske announcement came
as a “huge surprise” to dealers, GM
andTreasury Departmentofficials,ac-

cording to people familiar with the
matter. The government had pressed
for GM to jettison money-losing
brands Saturn, Pontiac, Saab and
Hummer as a condition of the $50 bil-
lion in Treasury loans the company re-
ceived. GM’s board on Wednesday
approved Mr. Penske’s bid to take
over Saturn dealers, people familiar
with the matter said.

But Mr. Penske didn’t want to ac-
quire Saturn’s manufacturing, set-
ting up what would have been the
first car brand without its own facto-
ries. Under their agreement, GM
would have continued producing
Saturn vehicles for about two years.

Mr. Penske had thought he had an
agreement with Carlos Ghosn,
Renault’s chairman and chief execu-

tive, to supply Saturn models after
that, but the Renault board balked at
the plan, people familiar with the mat-
ter said. Mr. Penske received a phone
call Wednesday informing him of
Renault’s decision, these people said.

Penske Automotive declined to
comment on the Renault talks. It said
in a statement that it believed it had
an agreement with an unidentified
car maker to supply Saturns and,
“without that agreement, the com-
pany has determined that the risks
and uncertainties related to the avail-
ability of future products prohibit the
company from moving forward with
this [Saturn] transaction.”

In a statement, a spokeswoman
for the French car maker said:
“Renault has been in contact with

Penske to supply cars, parts and
technology to Saturn through an
OEM [original equipment manufac-
turer] agreement. The conditions
for an agreement have not been
found.”

For Saturn, it likely means the
end of the road for a quirky brand
that analysts believe never made
money in its 19-year history. GM cre-
ated Saturn in an attempt to better
compete against Japanese auto mak-
ers such as Toyota Motor Corp.

Saturn won loyal fans who liked
its customer-friendly image and no-
haggle sales policy. But GM pro-
duced few new Saturn models in the
1990s and, despite a flurry of criti-
cally acclaimed cars added this de-
cade, it never met its sales targets.

People familiar with the situa-
tion said a deal with Penske was due
to be announced as soon as Thurs-
day, and Penske had already distrib-
uted new franchise agreements to
dealers. “We were running 300
miles an hour about three hours ago
to get this done, and then we hit a
wall,” GM spokesman John Mc-
Donald said Wednesday. “This is dis-
appointing.”

The chance of another buyer step-
ping in to purchase Saturn is re-
mote, a person familiar with the situ-
ation said.

“I don’t know where this puts
us,” said Marty Mollway, sales man-
ager of Saturn of Oak Lawn in Oak
Lawn, Ill. “I don’t know where we go
from here.”

Up until earlier Wednesday, Sat-
urn dealers were being told that the
sale of the unit would be complete
“in the next few days,” this person
said. These dealers were asked to
rush to complete several initiatives
needed for the closing, including
submitting customer service infor-
mation, and inventory data.

Saturn has 350 dealers and the
Penske deal was seen saving some
13,000 jobs. The dealers had pressed
GM to seek a sale after the auto
maker initially planned to phase out
production.

Pact to save GM’s Saturn unit unravels
Penske abandons bid after failing to reach manufacturing agreement with Renault; GM says it will close dealers

CORPORATE NEWS

Former race-car driver Roger Penske didn’t want to acquire Saturn’s manufacturing assets. His plan would have created the
first car brand without its own factories.

Saturn’s slide
Vehicle sales, in thousands

Source: Autodata

 0

50

100

150

200

250

300

1990 ’95 ’052000 ’09

Through August

By Matthew Dolan

And Jeff Bennett

U.S. auto sales fell significantly in
September after the end of the fed-
eral government’s “cash for clunk-
ers” incentive program, with General
Motors Co. and Chrysler Group LLC
suffering the sharpest declines.

Car makers sold an estimated
740,000 vehicles in September, down
roughly 25% from the same month

last year, Ford Motor Co. estimated.
An exact total was unavailable Thurs-
day afternoon because some compa-
nies were still reporting results.

September’s seasonally adjusted
annualized selling rate came in at
about 9.3 million vehicles, car makers
estimated. That’s a big drop from
July and August, when clunkers re-
bates caused the sales pace to spike.
The July annualized rate was 11.4 mil-
lion and August’s was 14.2 million.

“Call it the ‘cash-for-clunkers’
hangover,” said Mike Adamson, who
sells new cars and trucks from Ford
and Hyundai in Rochester, Minn.

GM’s September sales fell 45% to
155,679 cars and light trucks, while
Chrysler’s dropped 42% to 62,197.
Both GM and Chrysler were hurt by a
shortage of vehicles on dealer lots, a
hangover of the bankruptcy restruc-
turings both companies endured.

“I don’t think customers, when
they drive by a dealership and see
there’s nothing there, feel very moti-
vated to come in,” said Steve Cook, a
GM dealer in Vassar, Mich.

Honda Motor Co. also suffered a
sizable decline of 20.1%, to 77,229 ve-
hicles. Ford fared better, with its
sales falling 5% to 114,241 vehicles.

Sales at Toyota Motor Corp. dropped
12.6% to 126,015 vehicles.

Despite Chrysler’s steep decline,
Chief Executive Sergio Marchionne
said Thursday the auto maker is “not
bleeding like people think we are,” al-
though Chrysler will continue to expe-
rience “painful” sales results while it
restructures.

Mr. Marchionne said Chrysler,
which has an alliance with Fiat SpA,
continues to cut costs and Septem-
ber’s 42% decline in new-vehicles
sales doesn’t reflect the company’s fu-
ture. He added that the clunkers in-
centive, which drove purchases in Au-
gust, was a disturbance.

“We are undergoing a painful pro-
cess,” Mr. Marchionne said during a
press briefing with Italian Economy
and Development Minister Claudio
Scajola, who was visiting the compa-
ny’s headquarters in Auburn Hills,
Mich. “But we need to go back to the
real starting point.”

The September selling rate was in
line with June’s, an indication the
clunker program gave the industry a
short-term shot in the arm but per-
haps without stealing sales from fu-
ture months. Car makers remained
hopeful new-vehicle sales will edge

higher in the fourth quarter amid a
modest recovery in the economy.

“Fortunately, the fourth quarter
looks brighter and our year-over-
year comparisons should look more
favorable,” Mark LaNeve, vice presi-
dent for G.M.’s U.S. sales, said in a
statement. “We are hopeful we will
see a year-over-year increase in the
fourth quarter.”

Emily Kolinski Morris, a senior
economist at Ford, said the U.S. car
market was very difficult to inter-
pret, saying that overall conditions
were improving even though the gen-
eral economy and credit markets re-
mained “fragile.”

As its competitors flagged, Ford
estimated it gained over two points
of market share versus last year in
September and the third quarter. Sep-
tember marked the 11th time in the
last 12 months Ford gained retail mar-
ket share.

The clunkers program offered as
much as $4,500 to customers who
traded in old vehicles for new, more-
fuel efficient models. More than
700,000 vehicles were sold with the
rebates between July and Aug. 24,
when the Transportation Depart-
ment stopped the program because it

was about to exhaust its budget.
Despite the end of the govern-

ment stimulus, auto makers didn’t ap-
pear to raise significantly their own
customer incentives in September.
Edmunds.com, an automotive Web
site, estimated that the average U.S.
incentive was $2,557 per vehicle
sold, up 3.4% from August 2009 but
down 11.9% from September 2008.

In Europe, France is planning to
cut back some of its support for the
auto industry, according to the gov-
ernment’s draft budget. It is trim-
ming a Œ1,000 ($1,462) car-scrapping
incentive that was introduced this
year to get old, fuel-thirsty cars off
the road.

Those and other incentives, along-
side company promotions, were cred-
ited with boosting September new-
car registrations 14.1% on year, the
French Automobile Manufacturers
Association said. France also pays a
bonus to buyers of fuel-efficient cars
and adds surcharges to prices of fuel
guzzlers.

Clunker programs also helped
September car registrations in Italy,
where they rose 6.8% compared to
September 2009, and in Spain, where
they were 18% higher on the year.
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Am Blend Portfolio A US EQ LUX 09/30 USD 9.92 20.8 –7.1 –18.9

Am Blend Portfolio I US EQ LUX 09/30 USD 11.66 21.5 –6.3 –18.3
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Am Income B2 US BD LUX 09/30 USD 16.12 22.0 14.8 4.4
Am Income I US BD LUX 09/30 USD 8.39 23.2 16.4 5.8
Am Value A US EQ LUX 09/30 USD 8.17 13.3 –4.7 –18.0
Am Value B US EQ LUX 09/30 USD 7.53 12.2 –5.8 –18.9
Am Value I US EQ LUX 09/30 USD 8.77 13.9 –3.9 –17.4
Asian Technology A OT EQ LUX 09/30 USD 14.59 66.7 24.1 –9.1
Asian Technology B OT EQ LUX 09/30 USD 12.80 65.6 23.0 –9.9
Asian Technology I OT EQ LUX 09/29 USD 16.08 66.1 27.7 –8.8
Emg Mkts Debt A GL BD LUX 09/30 USD 15.49 41.3 24.2 7.4
Emg Mkts Debt A2 GL BD LUX 09/30 USD 19.68 41.4 24.3 7.4
Emg Mkts Debt B GL BD LUX 09/30 USD 15.49 40.3 23.0 6.3
Emg Mkts Debt B2 GL BD LUX 09/30 USD 19.00 40.3 23.1 6.3
Emg Mkts Debt I GL BD LUX 09/30 USD 15.49 41.8 24.9 8.0
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Emg Mkts Growth B GL EQ LUX 09/30 USD 26.57 54.9 6.0 –17.5
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Gl Balanced (Euro) B EU BA LUX 09/30 USD 15.84 16.0 –4.4 –14.8
Gl Balanced (Euro) C EU BA LUX 09/30 USD 16.10 16.6 –3.8 –14.2
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Gl Balanced B US BA LUX 09/30 USD 15.28 19.7 –0.2 –13.6
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Gl Growth B GL EQ LUX 09/30 USD 33.30 22.5 –12.0 –24.9
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Gl High Yield A2 US BD LUX 09/30 USD 8.82 53.1 17.9 1.6
Gl High Yield B US BD LUX 09/30 USD 4.21 51.5 16.3 0.4
Gl High Yield B2 US BD LUX 09/30 USD 14.22 52.1 16.7 0.6
Gl High Yield I US BD LUX 09/30 USD 4.21 53.8 18.8 2.3
Gl Value A GL EQ LUX 09/30 USD 10.83 27.6 –6.8 –24.3
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And Matthew Allen

Japan’s benchmark stock index
fell below 10000 points for the first
time in more than two months after
the Bank of Japan tankan survey
showed corporations planned to cut
capital outlays more than expected.

Japan’s Nikkei Stock Average of
225 companies declined 1.5% to

9978.64, its lowest
close since July 24,
in a day when most
Asian indexes de-
clined. Markets in

China and Hong Kong were closed
for the National Day holiday.

Although the tankan showed sen-
timent among Japan’s large manu-
facturers was improving, their capi-
tal-expenditure plans for this fiscal
year were weaker than the previous
survey, which was a slight negative
for the stock market, said Yumi Nish-
imura, market analyst at Daiwa Se-
curities SMBC.

Toyota Motor lost 1.7%, while
Canon and Sony slid 2.8% each.

Japan Airlines jumped 5.3%, af-
ter Transport Minister Seiji Mae-
hara said Wednesday the govern-
ment is ready to provide assistance
to the airline to ensure its opera-
tions aren’t disrupted.

Advantest and Elpida Memory
slumped after Credit Suisse cut
their ratings, saying DRAM memory
chip prices and orders were peak-
ing. Elpida sank 8.6%, while Ad-
vantest skidded 5.8%.

South Korea’s Kospi fell 1.7% to
1644.63, its sixth decline in seven
sessions. Shipbuilders continued to
slide as analysts retained their cau-
tious view on the sector. Hyundai
Heavy Industries fell 2.5%, while
Daewoo Shipbuilding & Marine En-
gineering shed 4.7%.

In Mumbai, India’s Sensex ended
nearly flat at 17134.55, despite a 4%
jump in Bharti Airtel a day after the
telecom firm called off talks with
South Africa’s MTN Group. Its
shares had underperformed the
Sensex since the two announced ex-
clusive talks in May and investors
feared the Indian firm would over-
pay for a 49% stake in MTN.

In Singapore, the Straits Times In-
dex fell 0.6% to 2657.44. StarHub tum-
bled 6.5% after the company lost ex-
clusive rights to English Premier
League content as well as ESPN STAR
Sports channels to rival Singapore
Telecommunications. SingTel
added 0.9%. SingTel, which holds a
stake of more than 30% in Bharti, also
was supported by end of the Indian
company’s proposed deal with MTN.

By Chad Bray

NEW YORK—Merrill Lynch &
Co.’s former brokerage chief, Rob-
ert McCann, and the investment
bank’s new parent, Bank of Amer-
ica Corp., have resolved a
lawsuit that will allow
him to go to work for a ri-
val later this month.

Mr. McCann’s lawyer,
Steven Eckhaus, con-
firmed Thursday that the
lawsuit had been settled
but said the details were
confidential.

Mr. McCann sued Bank
of America in New York
State Supreme Court in Au-
gust, seeking to prevent
the bank from stopping him from
taking another job right away.

He left the bank in January,
days after it completed its acquisi-
tion of Merrill Lynch.

The Wall Street Journal re-
ported last month that Mr. Mc-
Cann has been offered a job as
head of UBS AG’s U.S. brokerage

force.
Bank of America had claimed

that Mr. McCann agreed, as part of
a noncompete pact, not to work
for a rival before January 2010 and
that the relief he was seeking from
the court was unprecedented.

As part of his lawsuit, Mr. Mc-
Cann had claimed he resigned
from Bank of America with “good
reason,” in part because his re-
sponsibilities following the
merger had been substantially di-

minished, which would
have entitled him to full
benefits and salary for six
months.

He also cited not receiv-
ing a bonus in 2008.

Mr. McCann said that
Bank of America, after ini-
tially accepting his reason-
ing, backtracked and cut
off his salary and benefits
at the end of January.

At a court hearing last
month, Mr. McCann testi-

fied that he had received a job of-
fer from a rival but wasn’t sure the
job would be held open until Janu-
ary.

“They are becoming increas-
ingly frustrated by my inability to
go to work,” Mr. McCann said at
the time, without naming the com-
pany.
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By Sabrina Cohen

And Eyk Henning

MILAN—Mediobanca SpA has
dropped out of the race to buy a
stake in German private bank Sal.
Oppenheim Jr. & Cie., a spokes-
woman for the Italian merchant
bank said Thursday.

Mediobanca started talks with
top executives of Sal. Oppenheim in
July about acquiring part of its in-
vestment-banking operations.

“After over two months of due
diligence it became clear that—in
the current financial market envi-
ronment—Sal. Oppenheim’s invest-
ment-banking operations could
only be profitable with a clearly
lower cost base,” the spokes-
woman said.

Sal. Oppenheim, which focuses
on both asset management and in-
vestment banking and describes it-
self as the biggest independent bank-
ing group in Europe, has been badly
bruised by the financial crisis. The

bank reported a Œ117 million ($171.2
million) loss last year and received
Œ200 million in capital from its own-
ers to shore up its financing.

Mediobanca Chief Executive Al-
berto Nagel has repeatedly said that
the bank wasn’t going to finalize a
deal with Sal. Oppenheim “at any
cost.” Mr. Nagel also said he was in-
terested in the investment-banking
teams of Sal. Oppenheim. But
shortly after news of a possible sale
of the unit erupted, several bankers
left the bank.

The Italian investment bank
has been expanding its operations
outside Italy since 2007, concen-
trating mainly on corporate and
structured finance.

Deutsche Bank AG, Germany’s
largest bank by market capitaliza-
tion, has made a nonbinding bid for
a stake in Sal. Oppenheim. Due dili-
gence on that deal has already been
completed, Deutsche Bank has said.
 —William Launder in Frankfurt

contributed to this article.

By Alexander Kolyandr

MOSCOW—Ukrainian state-con-
trolled natural-gas company Nafto-
gaz said it failed to redeem the prin-
cipal on its $500 million Eurobond,
but made the final coupon payment
on the debt.

The company, now technically in
default, is trying to restructure $1.6
billion in debt, including the $500
million bond, by persuading 75% of
its bilateral lenders and bondhold-
ers to agree to swap their existing
debt for new sovereign-backed
bonds with a coupon of 9.5% and a
new maturity of five years.

A group of rebel bondholders,
represented by Corlblow Trade In-
ternational Ltd., a Belize-registered
holding company, said late Wednes-
day that it no longer opposes the re-
structuring and will vote in favor of
it. This brings Naftogaz closer to re-
solving the issue, which some saw
as a threat to Europe’s gas supply.

Volodymyr Saprykin, director of
energy programs at Kiev-based think-
tank Razumkov Centre, said the tech-
nical default doesn’t threaten the
transportation of gas from Russia to
the European Union via Ukraine.

But the likely approval of the re-
structuring terms by bondholders
won’t resolve Naftogaz's long-stand-
ing financial problem. Some ana-
lysts cautioned that the technical de-
fault may complicate Ukraine’s abil-
ity to borrow in the capital markets.

“The process will have tarnished
Ukraine’s image as a borrower and
could adversely affect the pricing of
future sovereign bond issues,” said
KBC Securities economist Zsolt Papp.

Since many investors regarded
Naftogaz debt as quasi-sovereign
and held the paper as a proxy for
state debt, “a successful exit strat-
egy on the Naftogaz story is key for
the feasibility of Ukraine’s 2010 bor-
rowing plans,” said Luis Costa, a
debt strategist at Commerzbank AG.

According to its budget draft,
Ukraine is planning to borrow about
$1 billion in Eurobonds in 2010.

In January, a row over late pay-
ments and gas prices between
Ukraine and Russia saw the latter
cut off natural-gas supplies to
Ukraine for two weeks, sparking sup-
ply shortages in a host of European
countries that are dependent on Rus-
sian gas piped through Ukraine.

The International Monetary
Fund is pushing Ukraine to reform
Naftogaz because the company’s sit-
uation is driving up Ukraine’s fiscal
deficit. In September, the IMF ex-
tended a two-year, $16.4 billion loan
package to the country. So far,
Ukraine has tapped almost $11 bil-
lion of those funds.

Naftogaz doesn’t
redeem principal
on its Eurobond

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, OCTOBER 2 - 4, 2009 21



Iraq’s prime minister builds a broad election coalition

Paths on Iran policy start to take shape
Nation’s early cooperation points the way on some disputes, but a road map for long-term success is more blurry
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Undersecretary of State for Political Affairs William Burns, head of the U.S. delegation, left, and European Union
foreign-policy chief Javier Solana attend a meeting in Geneva on Thursday to discuss Iran’s nuclear program.

Iraqi Premier Nouri al-Maliki spoke in Baghdad on Thursday to members of his
new State of Law coalition, an alliance of 40 parties entering January’s elections.

ECONOMY & POLITICS

By Gerald F. Seib

Iran, it appears,was more coopera-
tive than many expected in its much-
anticipated talks with the U.S. and
other world powers on its nuclear pro-
gram.

Now comes the next phase: decid-
ing whether that’s a good thing or a
bad thing.

Good, because in Thursday’s talks
Iran toed the mark set down for it on
at least one important item—opening

up its newly dis-
closed covert ura-
nium enrichment
planttooutsideeyes—
and in general

seemed to be taking the talks seri-
ously.

Or bad, because the outcome
showed the Iranians know how to give
just enough ground to string out the
talks, earning international legiti-
macy without giving up anything es-
sential to their nuclear program.

It’s way too early to know which of
those paths is opening up, of course.
This is the phase of first impressions,
not final outcomes.

Still, expectations were so low
headinginto Thursday’stalks thatany-
thing short of a food fight inside that
18th-century villa in Geneva where
they were held would have been
judged a success.

And in the end there was more
than just the absence of a debacle to
show for the day’s work. Most signifi-
cantly, Iran dealt with the glaring sub-
stantive and symbolic problem it was
handedlast week, when U.S. President
Barack Obama and hisFrenchand Brit-
ish counterparts disclosed the exist-
ence of a previously secret uranium-
enrichment facility near the Iranian
holy city of Qom.

The question going in was whether
Iran would simply bluster and stone-
wall about a secret facility with obvi-
ous potential military applica-
tions—as Iranian officials had hinted

they would—or instead do something
to come clean. The Iranians did the lat-
ter by agreeing to allow inspectors
from the International Atomic Energy
Agency into the plant, apparently
within two weeks. That isn’t quite
within “days,” as the U.S. had sought,
but it’s close.

Beyond that, Western diplomats
said beforehand that, given the deep
suspicions on all sides, a simple agree-
ment to hold a second round of talks
would be a sign that something seri-
ous happened Thursday. And indeed,
there was an announcement of an-
other round, later this month.

In addition, there was a bit of a sur-
prise: an agreement that the U.S. and

other powers would enrich uranium
forIran to use ina medical-researchre-
actor.Thatmay not sound very signifi-
cant, but it’s at least a nod toward a
path the West has suggested Iran
could travel if it genuinely wants nu-
clear power rather than nuclear weap-
ons: Let other countries (Russia, most
likely) enrich nuclear fuel and send it
to Tehran, giving it fuel for nuclear
power plants without developing an
enrichment capability that could pro-
duce weapons.

So now we all know the path just
ahead.Longerterm,the Obamaadmin-
istration faces the tougher job of de-
ciding what constitutes success—or
failure—in this process, and when to

decide which is emerging.
The broader proposal the U.S. and

its partners—France, Britain, Russia,
China and Germany—have put on the
table is the “freeze for freeze” plan:
Iran agrees to freeze its enrichment of
uranium, while the big powers agree
to freeze international economic sanc-
tions on Iran at the level already in
place.

Then,the goal would be moving be-
yond a freeze to an actual suspension
of Iran’s enrichment program. If
things get that far, defining the terms
will be tricky. Does suspension mean
permanent suspension, including de-
struction of enrichment equipment?
Would Iran indeed be given nuclear

fuel from the outside?
More difficult still will be deciding

how long to let this process unfold be-
fore deciding whether it’s working.
French President Nicolas Sarkozy has
suggested a deadline of year’s end, at
which point the outside powers would
move on to imposing new sanctions if
things aren’t working out. For now,
that seemsto bethe prevailingtimeta-
ble.

On the other side of the ledger,
though, the classic fear about such ne-
gotiations is that they become an end
in themselves—that the goal of talk-
ing becomes continued talking. That’s
a particularly acute concern now, be-
cause of worries that Iran may string
out the process precisely so it can
keep enriching uranium, or that anim-
patient Israel will conclude it has to
take military action to stop a nuclear
threat that’s only being enabled by di-
plomacy.

There’s also a risk that the embat-
tled Iranian regime may hope to use
protracted negotiations for another
reason: Its leaders could decide that
simply being seen talking with world
powers helps them “recoup the enor-
mouslegitimacy they’vecededdomes-
tically” because of this summer’s dis-
puted presidential election, says Ka-
rimSadjadpour,an analystattheCarn-
egie Endowment for International
Peace.

Meanwhile, some in the U.S. will
question what the real goal of policy
toward Iran ought to be. Previously,
there was little dispute that stopping
the Iranian nuclear program was the
goal. Now, some analysts are starting
to ask whether all those Iranians
marching in the streets to protest the
presidential election indicate the re-
gime is more seriously imperiled than
was thought—and whether that
means the goal of American policy
and international sanctions ought to
be changing the regime rather than
just its nuclear program. That, of
course, is hardly a subject for negotia-
tion at all.
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By Gina Chon

BAGHDAD—Iraqi Prime Minister
Nouri al-Maliki announced a broad
new electoral coalition, made up of
more than 40 parties, that he hopes
will propel him to victory in next
year’s parliamentary polls.

The coalition mirrors a nonsec-
tarian agenda the Shiite prime minis-
ter campaigned on this year in local
elections. It reaches across Iraq’s
deep ethno-sectarian divides to in-
clude prominent Sunnis, who may
help him broaden support beyond
his own Shiite constituency.

The move comes amid efforts by
Mr. Maliki and other politicians to
capitalize on growing disaffection
among voters over lackluster achieve-
ments by Iraq’s traditional sectarian
and religious parties that have domi-
nated post-Saddam Hussein Iraq.

Mr. Maliki’s “State of Law” slate
enjoyed relative success in local elec-
tions in January, running on nonsec-
tarian issues such as security gains.
But his new alliance comes with risks,
especially in Iraq’s mostly Shiite
southern heartland, where the politi-
cal machines of Iraq’s biggest Shiite
parties are still effective vote-getters.

On Thursday, popular Sunni
tribal leader Sheikh Ali Hatem Sule-
iman and several Sunni politicians
stood on stage at the Rasheed Hotel
in Baghdad alongside Mr. Maliki and
other Shiite ministers and lawmak-
ers to announce the new alliance.

Mr. Maliki will lead the new slate,
which will keep State of Law name
used in the local polls. The new list in-
cludes more than 40 political
groups, members said. “Our princi-
ple is national unity,” Mr. Maliki said.

Mr. Maliki’s aides have said he
wanted to form a broad coalition to
appeal to both Sunnis and Shias as
he vies to win a second term as
prime minister in parliamentary
elections scheduled for Jan. 16.

Since the 2003 overthrow of Mr.
Hussein,Iraqipoliticshavebeendomi-
natedbysectarianandethnicsplitsbe-
tween the country’s Shiite, Sunni and
Kurdish blocs. While security has im-
proved significantly across Baghdad,
high-profile attacks have been on the
increase,includingaseriesofbombat-
tackstargetingkeyministriesinBagh-
dad in August that killed nearly 100.

Officials accuse the perpetrators
of those attacks of trying to sow ten-
sion between sects ahead of the polls.

“I joined this list for the unity of
Iraq and to make sure we don’t go
back to the bad old times,” said Mr.

Suleiman of Anbar province, which
had been a stronghold for Sunni ex-
tremists until he and other tribal

members joined the fight against the
insurgency in 2007.

Mr. Maliki held talks with other
high-profile Sunni tribal leaders,
like Sheikh Ahmed Abu Risha, also
of Anbar. But Mr. Risha partnered
with Interior Minister Jawad
Bolani, an independent Shia form-
ing his own nonsectarian list.

The Sunni members of Mr. Mali-
ki’s list could help him win votes in
Sunni provinces, such as Anbar and
Salahaddin, especially since Sunni
politicians have been unable to unite
under one banner of their own.

But the prime minister will face
tough competition in the Shiite
south. He enjoyed a surge in popular-
ity there following a military offen-
sive against Shiite militants in the
Spring of 2008. Since then, Iraqis
have grown frustrated with lagging
basic services, such as adequate
clean water. Mr. Maliki also has been
criticized for recent security lapses.

Mr. Maliki’s main rival is the
Iraqi National Alliance, a largely Shi-
ite coalition that the premier be-
longed to in the last national, parlia-
mentary contest in 2005. He de-
clined to rejoin that slate, which in-
cludes a small group of Sunnis.
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By Shanny Basar

Kenneth Lewis has notified Bank
of America Corp.’s board of his deci-
sion to retire as chief executive and
president at the end of this year. Here
are some possible successors, ranging
from internal candidates to extremely
unlikely options from outside.

Brian Moynihan

Mr. Moynihan took charge of
Bank of America’s Merrill Lynch op-

erations after
the departure of
John Thain,
which put him as
a potential suc-
cessor to Mr.
Lewis. In Janu-
ary, Mr. Lewis de-
scribed him this
way: “Brian is a
strong manager
and one of those
people who can
effectively envi-

sion strategy and execute. He has ex-
celled at everything we have asked
him to do.”

In August, Mr. Moynihan was put
in charge of the consumer bank and
the credit-card business.

Thomas Montag

Mr. Montag is the only remaining
member of the original quartet of
Merrill executives appointed to top
posts in the combined company. Ini-

tially head of global markets, he was
given responsibility in August for
the corporate and investment bank.
But Mr. Montag’s year-end bonus of
$39.4 million won’t endear him to
Bank of America’s staff.

Sallie Krawcheck

Ms. Krawcheck became head of
Bank of America’s wealth division in

August, when she
joined from Citi-
group. At the
time, she was
seen as a long-
term contender to
succeed Mr. Lewis
and become the
first female chief
executive of a big
U.S. bank. But she
may not have
been at the bank
long enough to
get the job.

Robert Steel

Mr. Steel is considered one of the
potential external candidates. For-
merly a vice chairman at Goldman
Sachs, he was the U.S. Treasury un-
dersecretary for domestic finance
when he was named CEO of Wacho-
via Corp. in July 2008. Mr. Steel
sought to keep the bank indepen-
dent but was forced to look for buy-
ers during the credit crisis. He
agreed to a deal with Citigroup be-
fore successfully selling the bank to

rival Wells Fargo.

Bill Winters

The former co-chief executive of
investment banking at J.P. Morgan

Chase, who has
some free time
on his hands, is
considered a
dark-horse candi-
date for the Bank
of America job.
Mr. Winters left
the bank this
week after Chair-
man and CEO
James Dimon
named Jes Staley
as the sole chief

of Mr. Winters’ old business. Mr. Di-
mon said Mr. Winters had expressed
a desire to be a chief executive and
that this was “entirely reasonable.”

John Thain

Mr. Thain, former chairman and
CEO of Merrill Lynch, is an even
darker horse for the job. He was seen
as a potential successor to Mr. Lewis
after Merrill was acquired by Bank of
America and Mr. Thain became presi-
dent of global banking, securities and
wealth management in the merged
company. But he was forced to resign
in January after the mounting losses
at Merrill and the furor over the pay-
ment of billions of dollars in year-end
bonuses to Merrill staff.
 For more, visit efinancialnews.com

BofA mulls short-term CEO

Bill Winters

Turmoil at giant banks
adds a hurdle to recovery

The race to succeed Lewis
Bank of America can choose from many insiders, dark horses

Sallie
Krawcheck

By David Enrich

Bank of America Corp.’s Chief Ex-
ecutive Kenneth Lewis’s abrupt deci-
sion to retire comes at a precarious
time for the U.S.’s four giant banks,
which are still reeling from huge
losses despite recent signs of stabili-
zation.

Mr. Lewis’s planned departure—
and the absence of an obvious suc-
cessor to replace him when he
leaves on Dec. 31—is the latest in-
stance of turmoil in the corner
suites of the huge lenders.

Such instability could throw a
wrench into what analysts and inves-
tors are hoping will be a smooth re-
covery for the battered industry.

These banks—Bank of America,
J.P. Morgan Chase & Co., Citigroup
Inc. and Wells Fargo & Co.—are all
considered too big to fail, and wor-
ries about their financial stability
contributed to the credit crunch and
the stock market’s swoon earlier this
year. With leadership of Bank of
America in question, regulators, who
are already watching the bank care-
fully, could tighten their oversight.

“Regulators will want a say in
this [CEO selection process],” said a
person familiar with the matter.

Mr. Lewis is stepping aside at the
same time that the Charlotte, N.C.,
bank that he helped build into a na-
tional colossus grapples with an ar-
ray of challenges.

Like its peers, Bank of America is
facing swelling losses on credit
cards and mortgages. Analysts say
that while financial markets appear
to have bottomed out for the time be-
ing, defaults on loans to consumers
and small businesses are expected
to keep climbing, in sync with the un-
employment rate.

Even loans to lower-risk borrow-
ers are starting to sour at an alarm-
ing clip. And a new wave of losses on
commercial real-estate loans threat-
ens to swamp the banking indus-
try’s nascent rebound, analysts and
bankers say.

Mr. Lewis’s departure also
comes as Bank of America’s integra-
tion of Merrill Lynch, a year after
the deal was announced, remains a
work in progress. Meanwhile, Bank
of America is in the process of trying

to persuade federal officials to per-
mit the company to repay at least a
portion of the $45 billion it received
from the U.S. government.

Bank of America isn’t the only
industry titan experiencing some
upheaval.

Earlier this week, a management
shake-up at J.P. Morgan stunned in-
vestors and analysts who had
viewed the New York bank as a para-
gon of stability.

While J.P. Morgan described its
personnel moves as prudent succes-
sion planning, it was a reminder
that even the industry’s strongest
banks are vulnerable to the losses of
high-profile executives like invest-
ment-banking co-CEO Bill Winters,
who is leaving after being passed
over for a promotion.

Citigroup has been dogged for
much of 2009 by questions about
whether CEO Vikram Pandit can
hang onto the job he took in Decem-
ber 2007.

After racking up massive losses,
the company is showing signs that it
has regained its footing, but still
faces big hits on troubled consumer
loans. And some investors and regu-
lators are frustrated with the pace
of change at the bank.

Citigroup’s shares remain in the
single digits. It is the only bank in
which the government owns a major
stake.

Meanwhile, Citigroup’s financial
and management woes have led to a
minor exodus of executives. The
most recent departure came last
week when Tom King, one of Citi-
group’s top European executives, re-
signed to take a senior position at
Barclays PLC.

The fourth giant U.S. bank, Wells
Fargo, has largely avoided manage-
ment turmoil since CEO John
Stumpf took over in an orderly tran-
sition from Richard Kovacevich.

Last week, Wells said that Mr. Ko-
vacevich will retire as chairman, giv-
ing Mr. Stumpf full control.

But Wells is facing plenty of
other problems.

Its acquisition of Wachovia Corp.
last fall transformed the San Fran-
cisco bank into a nationwide bank-
ing powerhouse, but it also saddled
Wells with a huge pile of risky mort-
gage loans that are going bad.

Brian Moynihan

KEN LEWIS LEAVES BANK OF AMERICA

tor told a person close to him. That
is a reference to two months in late
2007 when Citigroup Inc. was rud-
derless following the departure of
CEO Charles Prince.

“If we had more” notice of Mr.
Lewis’s departure, “we could have
started work on it,” this person said
he was told by the Bank of America
director.

The 62-year-old Mr. Lewis has
led the Charlotte, N.C., bank since
2001.

A person close to him says he
was fed up with the criticism that
haunted him following the takeover
of Merrill Lynch & Co.

This person said the board had
told Mr. Lewis it wanted to know
how long he planned to stay. The per-
son said he indicated he would stay
through 2010, but changed his mind
during a vacation in August.

Mr. Lewis was initially hailed as a
hero for swooping in to buy Merrill
on the same weekend last Septem-

ber when Lehman Brothers Hold-
ings Inc. collapsed. He soon may
face civil securities charges from
New York Attorney General Andrew
Cuomo over disclosure of Merrill’s
bonus payments and ballooning
losses shortly before the takeover
was completed in January.

Mr. Lewis’s resignation and the
lack of a clear successor could fuel
new worries about the stability of
the giant banks. Bank of America is
still struggling with big losses on
soured mortgages and other con-
sumer loans.

After bidding up shares of the
bank from their nadir in the low sin-
gle digits, investors have grown wor-
ried that new regulations and a
weak economy could cut into earn-
ings.

Mr. Lewis announced his resigna-
tion after the market closed in New
York on Wednesday. Late Thursday
afternoon, the stock was down 3.8%
at $16.28.

Continued from page 17
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LEGAL TEAM: Justices of the Britain’s Supreme Court pose before being sworn in Thursday at the Middlesex Guildhall in
London’s Parliament Square, where the country’s highest court of appeal will begin to hear cases on Monday.

Fall of Romania coalition threatens reform

ECONOMY & POLITICS

By Alkman Granitsas

ATHENS—Greeks will choose a
new government Sunday in an elec-
tion focused on the country’s wither-
ing economy and a choice between
two radically different programs to
fix chronic fiscal and structural
problems.

Greece’s center-right New De-
mocracy government, lagging in
opinion polls, vows an austerity pro-
gram to clean up public finances,
coupled with measures to liberalize
the heavily regulated economy.

But with an economy headed for
its first recession in more than 15
years and unemployment around
9%, New Democracy is having a
tough time persuading voters to re-
turn it to power after 5µ years in of-
fice.

The opposition socialist party,
Pasok, is riding a wave of public dis-
content and leading by about seven
percentage points in opinion polls.
It says the economy needs stimulus,
not austerity.

It is promising a Œ3 billion ($4.39
billion) package to jump-start
growth, and an additional Œ1 billion
or more on new public-works spend-
ing. Pasok’s long-term fix for
Greece’s budget problems: cracking
down on waste and corruption in
the public sector.

“There has never been a Greek
election campaign in the past 30
years so focused on the economy,”
said Anthony Livanios, chief execu-
tive of Alpha Metrics, a polling com-
pany. “And you have two distinctly
different economic plans.”

The different plans show a
marked contrast not just in specif-
ics, but also in their vision for
Greece’s economy, the role of the
public sector, and the country’s long-
term growth prospects.

At issue on the one hand is the
slowing economy—estimated to
shrink by as much as 1% this year. On
the other, is how to deal with a debt
burden equal to more than 100% of
gross domestic product.

Fixing the economy, say the so-
cialists, depends first on stimulat-
ing demand and redistributing
wealth, before moving to a growth
model based more on developing re-
newable energy and Greece’s unique
natural environment and less on con-
struction and consumer debt.

“If we don’t have a vibrant econ-
omy, we’ll never deal with the debt,”
Pasok party leader George Papan-
dreou said in an interview.

Mr. Papandreou promises to in-
troduce a series of economic mea-
sures in his first 100 days in office,
including raising taxes and eliminat-
ing special tax privileges for the
wealthy.

Since it was elected in 2004, New

Democracy has made economic re-
form the centerpiece of its program.
It has privatized state-owned compa-
nies, including deficit-ridden national
carrier Olympic Airlines; cut taxes;
unified a fragmented pension system;
used private investors for large public
works; and liberalized labor laws.

New Democracy promises to
open up Greece’s domestic shipping
sector to foreign cruise ship opera-
tors; slash red tape for new busi-
nesses; continue with privatiza-
tions; further overhaul the pension
system; and take additional steps to
liberalize the labor market. But its
main focus is on cutting the deficit.

“One of the most significant chal-
lenges will be to decisively confront
macroeconomic imbalances, which
we intend to address by restraining
state spending and battling tax eva-
sion,” Finance Minister Yannis Pap-
athanassiou said.

Just before the financial crisis,
thanks partly to euro-zone member-
ship, the Greek government had to

pay only half a percentage point
more than Germany to borrow
money on financial markets. Now,
because of fears that the debt load
will prove too much, Greece pays 1.1
percentage points more, adding
more than Œ1 billion a year to the
cost of debt servicing.

Earlier this year, the government
froze public sector wages and pen-
sions, and it pledges to extend that
freeze for another year, while slim-
ming down the civil service over the
next two years.

Neither program appears to offer
the kinds of permanent fiscal reforms
sought by the European Commission,
however. The commission has given
Greece until the end of 2010 to bring
its budget deficit below the European
Union-mandated ceiling of 3% of GDP
from a projected 6%-8% this year, a
goal economists say the country is un-
likely to meet.

The country’s problems follow
35 years during which they have al-
ternated in government, and poli-
tics has been dominated by a narrow
class. Mr. Papandreou, the Pasok
leader, is the son of Andreas Papan-
dreou, who was prime minister with
a brief interruption from 1981 to
1996. Prime Minister Mr. Karaman-
lis is the nephew of former Prime
Minister Constantine Karamanlis.

Greek parties give voters
choice of economic cures

Note: 2009 and 2010 figures are estimated             Source: European Commission

Greece’s rising burdens | Growth down, borrowing up
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The parties show a
marked contrast in
their vision for
Greece’s economy.
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By Clare Connaghan

And Joe Parkinson

LONDON—The collapse of Roma-
nia’s ruling coalition Thursday could
delay major fiscal changes needed to
satisfy conditions set by interna-
tional lenders when they agreed to
bail out the country in March.

The government fell after the So-
cial Democratic Party, or PSD, minis-
ters resigned in protest over the dis-
missal of one of their members.

The breakup could trigger early
parliamentary elections even as Ro-
mania is in the midst of a campaign to
choose the next president. Having to
choose a new government could lead
to policy paralysis at a time when the

country needs to push through spend-
ing cuts to comply with the loan con-
ditions set by the IMF.

“A political crisis is the last thing
that Romania needs as the govern-
ment battles to comply with an Inter-
national Monetary Fund program,
which plans far-reaching structural
reforms,” said Timothy Ash, an
emerging-markets analyst at Royal
Bank of Scotland in London.

Romania needs to cut its budget
deficit from an expected 7.3% of gross
domestic product this year to below
3% by 2011. It must undertake major
reforms that include the politically
toxic cutting of the public-sector pay-
roll by as much as 15%.

If President Traian Basescu can’t

pull together a coalition to form a
new government, the result could be
a general election. “If Romania is go-
ing to joint presidential/parliamen-
tary elections, the implementation of
these reforms could well be delayed,
possibly delaying the release of the
next IMF tranche,” Mr. Ash added.

Romania has received about Œ6.9
billion ($10.1 billion) of the Œ12.3 bil-
lion IMF loan, part of a broader inter-
national rescue package from
March totaling about Œ20 billion.

The latest political infighting is
the result of Mr. Basescu’s endorse-
ment of Prime Minister Emil Boc’s
decision to fire Interior Minister
Dan Nica for warning of possible
vote manipulation in the election. 
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Madoff trustee increases
demands on big investor

GE, Comcast discuss a TV deal

By Max Colchester

PARIS—French entertainment
and telecommunications conglomer-
ate Vivendi SA said it was wrapping
up the due diligence for its proposed
purchase of GVT SA earlier than ex-
pected, moving a step closer to com-
pleting its acquisition of the Brazil-
ian telecom operator.

Last month, Vivendi announced
a Œ2 billion ($2.93 billion) friendly
all-cash offer for GVT, a move
aimed at tapping Brazil’s growing
Internet business.

A Vivendi spokesman said Thurs-
day that the French company was
close to finishing its due diligence
and was likely to present its board
with a positive recommendation to
complete the acquisition. Vivendi’s
board is due to meet on Oct. 16 to de-
cide whether to ratify the deal.

To complete the takeover, Viv-
endi must acquire at least 51% of
GVT’s shares. GVT shareholders
have to waive a requirement in the
company’s bylaws that states that
all takeover bids must offer a 25%
premium to the share price right
before the bid was announced, ac-
cording to a spokeswoman for
GVT. The Brazilian company still
hasn’t set the date for a sharehold-

ers’ meeting to approve the deal.
Vivendi’s cash offer of 42 Brazil-

ian reals ($23.71) per share repre-
sented a 15.83% premium to GVT’s
closing share price on Sept. 8, the
day before the deal was announced.
GVT’s board must also approve the
deal. According to people close to
both companies, GVT’s controlling
shareholders, Swarth Group and
Global Village Telecom (Holland)
BV, which each own about 15% of
GVT, are keen to approve the deal.

The potential acquisition of GVT
is part of Vivendi’s wider strategy of
investing in fast-growing emerging
markets. As revenues from Euro-
pean telecom markets stagnate be-
cause of regulatory pressure and in-

creasing competition, Vivendi has
looked abroad for acquisitions. The
Paris-based company, which owns
record company Universal Music
and videogame maker Activision
Blizzard, owns about 50% of Maroc
Telecom SA of Morocco.

Vivendi is looking to profit from
GVT’s growing presence in the Brazil-
ian broadband Internet market. GVT
was founded in 2000 and operates in
72 cities in midwestern and southern
Brazil, and some northern states. Viv-
endi said earlier this month that GVT
has 2.3 million customers and had
sales of $800 million last year. If the
final stages are completed, the deal is
likely to be sealed early next year, the
Vivendi spokesman said.

Vivendi upbeat on Brazil
Due-diligence work
on telecom firm GVT
is nearly completed

By Amir Efrati

A court-appointed trustee recov-
ering assets for Bernard Madoff’s
fraud victims increased the amount
of money he is seeking from an inves-
tor who allegedly benefited from
the Ponzi scheme.

The trustee, Irving Picard, also
said he recently recalculated how

much investors col-
lectively lost, put-
ting the number at
$18 billion. He said
he would go after
the assets of cer-
tain relatives of Mr.

Madoff who worked at the firm.
Mr. Madoff pleaded guilty in

March to running a decades-long
fraud scheme and is now serving a
150-year prison sentence.

In a court filing Wednesday, Mr.
Picard said Palm Beach, Fla., inves-
tor Jeffry Picower made about $7.2
billion in profits that should be re-
turned because the money belongs
to other investors. That figure is a
$2 billion increase from what Mr. Pi-
card asked to get back in May, when
he filed suit against Mr. Picower and
his wife, Barbara.

William Zabel, a lawyer for the Pi-
cowers, said the trustee “continues
to make false and outrageous
claims” about Mr. Picower, that Mr.
Picower was deceived by Mr. Madoff,
and that his clients initiated settle-
ment discussions with the trustee.

Mr. Madoff’s assets and the funds
held at his firm, which were seized af-
ter his arrest last year, totaled about
$1 billion, so the trustee’s lawsuits
provide some hope for other inves-
tors looking to recoup some of their
losses. All told, the trustee has filed
lawsuits seeking more than $15 bil-
lion from investors.

Mr. Picard has alleged that Mr. Pi-
cower directed the Madoff firm to
credit specific gains to Mr. Picow-

er’s accounts, including gains that
would be applied to prior months
and years. Mr. Picard’s filings said
these actions suggest Mr. Picower
was complicit in the fraud.

Mr. Picower, who has said he had
no knowledge of fraud, is among sev-
eral Madoff investors and associates
being investigated by criminal prose-
cutors in Manhattan, according to
people familiar with the matter.

The Picowers were longtime
friends of the Madoffs who began in-
vesting with Mr. Madoff in the
1970s, according to people familiar
with the matter.

Separately, Mr. Picard said he
plans to seek money from four Mad-
off family members who worked at
the trading arm of Mr. Madoff’s firm.

Mr. Picard said he has identified
a combined $198 million that family
members were paid by the Madoff
firm or withdrew from the invest-
ment accounts, which he says
should be returned.

He said he will seek at least $16
million from Mr. Madoff’s brother,
Peter, and $35 million from his sons,
Mark and Andrew. Assets held by a
niece of Bernard Madoff, Shana Mad-
off, who served as a compliance of-
ficer for the firm, will also be sought.

A lawyer for Mr. Madoff’s sons,
who helped run the trading arm, said
in a statement that they disagree
with the trustee’s claims, had no
prior knowledge the fraud, and con-
tacted authorities immediately after
Mr. Madoff told them about it. The
lawyer said the sons suffered substan-
tial economic losses from the fraud,
including $90 million in deferred
compensation that was never paid.

A representative for Shana Mad-
off declined to comment. A lawyer
for Mr. Madoff’s brother, Peter, who
was chief compliance officer for the
firm, declined to comment but has
previously said his client wasn’t in-
volved in the fraud.

By Sam Schechner

Comcast Corp. and General Elec-
tric Co. are discussing a plan that
would merge Comcast’s cable net-
works with GE’s NBC Universal, ac-
cording to a person familiar with
the matter.

In the deal under consideration,
Comcast would contribute assets
and cash and receive 51% ownership
of NBC Universal in a joint venture
with GE, which would own the re-
mainder of the movie-and-televi-
sion company, the person says. The
deal would value the assets contrib-
uted by Comcast at about $6 billion.
Comcast would also contribute be-
tween $4 billion and $6 billion in
cash, the person said.

The deal is far from finalized and
could still fall apart, the person said.

A deal with Comcast would hap-
pen only if NBC Universal’s current
minority shareholder, French con-
glomerate Vivendi SA, decides to ex-
ercise its right to exit the venture
later this year. In the deal, Vivendi’s
20% stake would be bought out and
contributed to the venture.

GE owns 80% of NBC Universal,
which has TV networks including
NBC, USA and Telemundo, along
with a movie studio, local TV sta-
tions and theme parks.

The future of NBC Universal has
been the subject of speculation for
weeks, as Vivendi considers possibil-
ities for its stake. Each year, Vivendi
has an option to force a sale of its
stake to GE or to public investors.

As Vivendi considers whether to
trigger the sale of its investment, GE
is readying NBC Universal for a po-
tential public offering of Vivendi’s
stake, while casting around for less
risky alternatives, according to peo-
ple familiar with the matter.

Rumors have circulated about
what each side will do, and about
other suitors that could step in to buy
all or parts of NBC Universal. Execu-
tives at various NBC Universal divi-
sions are involved in making prepara-
tions for a public offering of Vivendi’s
stake, say people familiar with the
matter. GE is exploring other possi-
ble options for Vivendi’s stake, includ-
ing third-party buyers, people with
knowledge of the matter say. One per-
son said the due diligence is more ad-
vanced than what GE would need for
a public offering of the stake.

On Wednesday, the entertain-
ment Web site The Wrap reported
that Comcast was close to a deal to
buy NBC Universal for $35 billion.
Comcast denied the report, saying
in a statement, “While we do not
normally comment on M&A ru-
mors, the report that Comcast has
a deal to purchase NBC Universal
is inaccurate.”

The plotting over NBC Universal
was set in motion by a feature of the
2004 deal in which Vivendi merged
its Universal movie studio, cable net-
works and theme parks with GE’s NBC
businesses. As part of the deal, Viv-
endi received cash and about 20% of
NBC Universal, according to securi-
ties filings.

Vivendi also got the right to exit
the joint venture, with an annual pe-
riod to declare its intentions that
runs from Nov. 15 to Dec. 10. Exercis-
ing that right would trigger a sale to
public investors of Vivendi’s NBC
Universal shares. GE can step in to
buy the stake privately, the securi-
ties filings say. It has also said it
could find another partner to buy
the stake.

NBC Universal is valued at be-
tween $21 billion and $23 billion, ac-
cording to a recent report from re-

search firm Sanford C. Bernstein. An-
other analysis, from J.P. Morgan,
pegs its value at $30 billion to $35
billion, putting Vivendi’s share at as
much as $7 billion.

Comcast is the largest cable op-
erator, by subscribers, in the U.S.
Its executives have said in recent
weeks that they would be inter-
ested in TV networks they could
add to their existing portfolio,
which includes entertainment chan-
nel E! and sports channel Versus.
Steve Burke, the company’s chief op-
erating officer, said at an investor
conference in early September that
“I don’t think that means doing a
big $50 billion acquisition.”

Comcast and Time Warner Inc.
have been frequently rumored ac-
quirers, though there are obstacles
in both cases. Both Time Warner
and Comcast have been cool to buy-
ing a slice of a media company con-
trolled by someone else.

Vivendi has long indicated that it
would eventually sell its NBC Univer-
sal holding. At an investor confer-
ence last month, Jean-Bernard Levy,
Vivendi’s chief executive, said that
the company hadn’t decided
whether to sell this year.

“We will ask ourselves, ‘Is it the
right time or not?’ ” he said in a
brief interview at the event. “We
will look at a number of elements,”
he added, but declined to elaborate.

Vivendi spokesman Antoine Le-
fort declined to comment on
whether the company would sell the
stake this year.

Wednesday evening, representa-
tives of GE said the company doesn’t
comment on rumors. Asked about
the report of a Comcast deal, they re-
ferred to Comcast’s statement.
 —Lauren A.E. Schuker,

Shira Ovide and
Dennis Berman

contributed to this article.

MONEY & INVESTING

Vivendi has made a $2.93 billion all-cash offer for GVT in a move aimed at
tapping Brazil’s growing Internet business.
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