
U.S. let in barred Russian tycoon

U.S. economy returns to growth
Third-quarter expansion of 3.5% suggests end to recession, but recovery is likely to be slow

Inside

Haunt couture

A pilgrimage through Paris’s
and London’s star cemeteries
Weekend Journal, Page W6

4 p.m. ET
PCT

CLOSE CHG

DJIA 9962.58 +2.05
Nasdaq 2097.55 +1.84
DJ Stoxx 600 241.73 +1.85
FTSE 100 5137.72 +1.13
DAX 5587.45 +1.66
CAC 40 3714.02 +1.37

Euro $1.4820 +0.39
Nymex crude $79.87 +3.11Breaking news at europe.WSJ.com

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

Editorial&Opinion

Billionaire Oleg Deripaska attends an investment forum in Moscow on Sept. 30. He is a regular member of the delegation on former
President Vladimir Putin’s international trips.

The U.S. economy ex-
panded in the third quarter af-
ter shrinking for four consec-
utive quarters, likely mark-

ing an end to the worst reces-
sion since World War II. But
the recovery is expected to be
slow, as the economy contin-
ues to fight rising unemploy-
ment and a persistent credit
crunch.

Gross domestic product
rose by a higher-than-ex-
pected seasonally adjusted
3.5% annual rate in the three
months ended Sept. 30, the
Commerce Department said

Thursday in its first estimate
of third-quarter GDP. Econo-
mists surveyed by Dow Jones
Newswires had forecast 3.2%
GDP growth. GDP is the broad
measure of economic activity
in the U.S.

President Barack Obama
said the data affirm “that this
recession is abating and the
steps we’ve taken have made
a difference.”

“This is obviously wel-
come news,” Mr. Obama said
in remarks prepared for deliv-
ery at the White House. “But I
also know that we have a long
way to go to fully restore our
economy.”

U.S. share prices rose
Thursday as investors saw

the bigger-than-expected ex-
pansion as a signal to return
to riskier investments. (See
article on page 20.)

The rise in GDP was the
first since the second quarter
of 2008. It served as an unoffi-
cial confirmation of the end
of the longest and deepest re-
cession since the Great De-
pression in the 1930s. The
purveyor of the official word
on recessions, the National
Bureau of Economic Re-
search, has declared the
slump began in December
2007. The private, nonprofit
research group has yet to an-
nounce an ending date.

The growth was driven by
consumer spending, which

rose by 3.4% in the third quar-
ter, compared with a 0.9%
drop in the April-to-June pe-
riod. Consumer spending con-
tributed 2.4 percentage
points to GDP growth.

Economists said stimulus
funds injected by the U.S. gov-
ernment, such as the “cash
for clunkers” program that
lifted car sales, helped boost
consumer spending. But with
some stimulus programs
reaching their maximum ef-
fect in the third quarter and
the unemployment rate still
high, economists question
whether the pace of growth
can be sustained.

Price gauges showed the
Please turn to page 31
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U.S. Gross Domestic Product 
growth, quarterly data

Note: seasonally adjusted, at annual rate
Source: U.S. Commerce Department
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One of Russia’s most pow-
erful tycoons—barred entry
to the U.S. for years due to
U.S. government concerns
about alleged ties to orga-
nized crime—entered the
country twice this year un-
der secret arrangements
made by the Federal Bureau
of Investigation.

Aluminum magnate Oleg
Deripaska met with FBI
agents in August and earlier
this month as part of a con-
tinuing criminal probe, ac-
cording to two administra-
tion officials. The focus of
that probe couldn’t be
learned.

Mr. Deripaska used the
opportunity of his recent
U.S. visits to meet with top
executives of U.S. invest-
ment banks Morgan Stanley
and Goldman Sachs. The alu-
minum giant he controls, UC
Rusal, is preparing for an ini-
tial public offering, a vital
part of Mr. Deripaska’s ef-
forts to save his debt-bur-
dened business.

The U.S. trips came at an
opportune moment to help
reassure bankers his visa dif-
ficulties may be easing. Mr.
Deripaska’s visa troubles
are a potentially sensitive is-
sue for investors, bankers
say.

Mr. Deripaska also
stopped in Detroit to meet
with top executives at Gen-

eral Motors Corp. to discuss
the sale of a stake in its
Adam Opel AG unit to a Rus-
sian-backed consortium
that includes Mr. Deripas-
ka’s AO GAZ auto maker, peo-
ple familiar with the visit
said.

The State Department,
which rules on requests for
U.S. visas, hasn’t publicly
said why it previously de-
nied entry to Mr. Deripaska,
and declined to comment on
the recent visits.

Mr. Deripaska controls a
Russian business empire
that stretches from metals
to finance to construction
and which, by itself, ac-
counts for just under 2% of
Russia’s GDP. He enjoys
good relations with the

Kremlin, which provided a
$4.5 billion bailout loan—
the biggest granted to any
Russian company—through
a state bank to Rusal a year
ago as the financial crisis
hit Russia hard.

He is a regular member
of the delegation on former
President Vladimir Putin’s
international trips, and the
Kremlin lobbied hard in sup-
port of the GAZ-backed bid
for Opel.

In the past, Russian offi-
cials including Mr. Putin re-
peatedly have raised the
visa issue with their U.S.
counterparts. Mr. Deripaska
also hired top Washington
lobbyists in 2003 and 2005,
including former Republi-

Please turn to page 29
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MADRID—Spanish oil firm
Repsol YPF SA has discovered
a “fairly sizable” amount of
crude oil in the Gulf of Mexico.

Repsol’s chairman and
chief executive, Antonio Bru-
fau, said the company struck
additional oil in two wells at
the Shenzi field, which came
onstream in June and pro-
duce 120,000 barrels a day.

With a 28% stake, Repsol is
leading exploration at Shenzi,
while BHP Billiton Ltd. is lead
operator for production from
the field, with a 44% stake.
Hess Corp. holds a 28% stake.

Repsol didn’t provide a re-
serve estimate for the finds.

Full story on page 29.

Money & Investing: Swiss banks start to lose European clients
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What’s
News

EU leaders agreed to de-
mands by Czech President
Klaus, clearing the way for
him to sign the bloc’s stalled
Lisbon Treaty, diplomats
said. Leaders were drafting a
last-minute opt-out for Klaus
from the Charter of Funda-
mental Rights. WSJ.com

n Moody’s placed Greece’s
credit rating on review for a
possible downgrade and
changed Portugal’s rating out-
look to negative. Page 3

n German unemployment
fell in October for the fourth
straight month, due in part
to subsidies for workers on
shorter shifts. Page 3

n Lloyds has an agreement
in principle with EU regula-
tors to divest assets as part
of a multibillion-pound capi-
tal-raising plan. Pages 2, 32

n U.S. and European stocks
rose as news the U.S. econ-
omy grew more than ex-
pected made investors more
willing to take on risk. Page 20

n Airbus is pocketing less
U.S.-dollar revenue from its
new A380 jetliner as the
strong euro cuts into profit
and increases costs. Page 7

n Shell reported a 62% de-
cline in third-quarter profit,
showing how oil firms still
face hurdles despite rising
crude prices. Pages 5, 32

n Volkswagen’s profit fell
86% in the third quarter,
though the car maker said it
should continue to expand
market share. Page 6

n Russia cut interest rates
by half a percentage point,
aiming to stimulate the
banking sector. Page 22

n The Bank of England is
likely to announce an in-
crease to its bond-buying
program next week. Page 2

n Pakistan says an alleged
member of the Hamburg cell
linked to the 9/11 attacks
may be helping militants in
South Waziristan. Page 4

n Afghanistan plans to
boost the number of polling
centers for the runoff, fuel-
ing concerns of a repeat of
widespread fraud. Page 14

n K1 Group’s founder, Hel-
mut Kiener, was arrested fol-
lowing allegations of fraud
at his hedge fund. Page 21

n A French court decided not
to pursue an investigation
into three African heads of
state for money laundering,
citing insufficient evidence.

europe.WSJ.com

By Evan Perez in
Washington and Gregory

L. White in Moscow

By Luca Di Leo, Jeff Bater
and Conor Dougherty

Repsol taps
Gulf of Mexico
in big oil find
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Just how long can Ama-
zon.com put off paying its
bills?

It is no secret that Ama-
zon’s financial success is
partly based on its ability to
take in money for selling
merchandise before it has to
pay suppliers for those
goods. But lately Amazon
has gone one better:
steadily lengthening the
time it takes to pay suppli-
ers. That has been a factor
behind the retailer’s soaring
cash flow.

In the third quarter, Ama-
zon stretched out its bill
payment to 72 days, up
from 63 in the year-earlier
period. As Brian Evans, an
analyst for research firm Be-
hind the Numbers, notes,
this “theoretically means
that Amazon has not paid
suppliers for sales consum-
mated in mid-June.” Ama-

zon’s sales rose 28% in the
quarter, but accounts pay-
able nearly doubled, helping
push free cash flow up 116%,
to $696 million.

Averaged through the
year, Amazon’s accounts-
payable days have risen
from 49.25 days in 2003 to
59 last year before jumping
to an average of 64.6 this
year. Free cash flow has
risen to $1.36 billion in
2008 from $346 million in
2003.

Such efficient working-

capital management is to be
envied, of course. But inves-
tors shouldn’t get too used
to it. Amazon can’t keep ex-
tending payment terms with
its vendors indefinitely.
When it stops, one source of
free cash-flow growth will
disappear.

Charles Mulford, an ac-
counting professor at Geor-
gia Institute of Technology,
notes how boosting ac-
counts payable helped Rob-
ert Nardelli transform
Home Depot’s cash genera-
tion after he took charge at
the end of 2000. The re-
tailer went from reporting
negative free cash flow to
$2.57 billion in fiscal 2002.
But gains from working-capi-
tal efficiency petered out af-
ter a few years. Such things
won’t flow Amazon’s way
forever.
 —Martin Peers

Just one more push.
Lloyds Banking Group has
confirmed it is now a whisker
away from pulling off a Hou-
dini-like escape from the U.K.
government’s asset-protection
program. If it succeeds, it will
be a triumph of high finance,
low politics and the determina-
tion of Prime Minister Gordon
Brown and Lloyds boss Eric
Daniels to avoid undoing the
disastrous takeover of HBOS
at the height of the financial
crisis last year.

Key to Lloyds’s escape
strategy has been a rearguard
action to prevent the Euro-
pean Union from forcing the
sale of its Halifax branch net-
work. Without the Halifax
brand, Lloyds would have no
synergies to exploit, no credi-
ble growth strategy and no
possibility of a rights issue to
escape from the asset-protec-
tion program. That would al-
most certainly have triggered
Mr. Daniels’s departure, which
in turn would have increased
pressure on Mr. Brown.

On any reasonable assess-
ment, the HBOS deal, the capi-
tal injections and the insur-
ance provided under the gov-
ernment plan all breached EU

state-aid guidelines, requiring
substantial remedies. The EU
this week forced Dutch com-
pany ING Groep to break it-
self up. But Lloyds said it ex-
pects to get away with mini-
mal disposals, thanks to in-
tense U.K. lobbying of the EU,
now culminating in an elabo-
rately choreographed, three-
stage spin operation.

Phase one was Wednes-
day’s announcement that the
EU had approved the breakup
of Northern Rock. This was
presented as a key plank in a
major government program to
boost domestic banking com-
petition, thereby eliminating
the need for major disposals
at Lloyds. In reality, the North-
ern Rock settlement was noth-
ing of the sort: It is a minnow
in the U.K. banking market,
and its re-emergence makes
no difference at all to Lloyds’s
dominant share of U.K. retail
banking.

Phase two was Thursday’s
confirmation that the Trea-
sury is willing to pump an-
other £5 billion ($8.19 billion)
into Lloyds to support a £12
billion rights issue. This is an
astonishing move at a time
when the U.K.’s fiscal position

is so dire. At best, it suggests
the Treasury is confident the
Bank of England will continue
to support its borrowing.

The final stage should
come soon when Royal Bank
of Scotland Group pays the
price for the government’s de-
termination to protect Lloyds.
RBS is resigned to a substan-
tial restructuring to satisfy
the EU’s need for a U.K. scalp
to answer any allegations it
has succumbed to political
pressure.

The big winners are Mr.
Brown and Mr. Daniels. They
will presumably claim the deal
also is a victory for taxpayers
because they will now own a
more valuable asset in Lloyds.
But that doesn’t wash. The
U.K. also is a major share-
holder in RBS, whose pros-
pects may be materially dam-
aged.

Meanwhile, Lloyds remains
a pure domestic play in one of
the less-attractive banking
markets in the world, with
few growth prospects once
the merger synergies have
been achieved. But those are
likely to be problems for Mr.
Brown’s and Mr. Daniels’s suc-
cessors.
 —Simon Nixon

Amazon shows the time value of money

Royal Dutch Shell’s big sticking point
If BP has moved up a gear

in becoming a leaner, faster-
growing integrated oil com-
pany, then Royal Dutch Shell
is having trouble with the
stick shift. There is nothing
the Anglo-Dutch company
can do about weak gas prices
and slack gas demand. But
combined with stable explora-
tion and production costs
and flat output, its upstream
operations disappointed in
the third quarter. Shell’s earn-
ings fell 62% compared with
34% at BP.

Even allowing for the po-
litical instability crimping
Shell’s Nigeria operations and
other maintenance work that
pegged back third-quarter
output, the company’s turn-
around does seem perenni-
ally around the corner. A
gloomy outlook on the world
economy and the likelihood

Shell will freeze the dividend
next year don’t help. Shell’s
share price fell nearly 3%,
whereas BP’s stock edged
higher since its announce-
ment Tuesday.

Yet Shell’s $3.5 billion in
cost reductions so far this
year don’t compare that
badly with the $4 billion
promised for the year at BP.
So Shell can still feel a little
hard done by with the mar-
ket’s reaction despite inevita-
ble impatience among inves-
tors. The company is only
starting to lick its upstream
business into shape.

Add the multibillion-dollar
additional savings CEO Peter
Voser says he can extract
there to Shell’s relatively high
exposure to indexed gas
prices and what should be a
rapid ramp-up in production
in 2011 and 2012, and Shell’s

turnaround potential is con-
siderable. Its giant Russian
Sakhalin gas project reached
peak output for the first time
this month. Only BG Group
has higher forecast produc-
tion from sanctioned develop-
ment projects among the big
international oil groups over
the next decade, according to
Credit Suisse. That is before
Chevron gave the go-ahead
last month to its giant Gor-
gon liquefied-natural-gas
project in Australia, in which
Shell has a 25% stake.

For those confident Mr.
Voser is the person to finally
turn Shell around, more of
this potential should be re-
flected in its market valua-
tion. The stock trades at 9.9
times 2010 earnings, a dis-
count to BP, Chevron and
Exxon Mobil.
 —Matthew Curtin

Lloyds’s great escape

Amazon
stretched out its
bill payment to
72 days from 63.
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U.K. is expected to boost bond purchases
Weak lending signals
quantitative easing
is likely to continue

By Alistair MacDonald

And Sara Schaefer Muñoz

LONDON—Lloyds Banking
Group PLC moved closer to its goal
of escaping a government-backed as-
set-insurance plan, as people famil-
iar with the matter said it has an
agreement in principle with Euro-
pean Union regulators to divest as-
sets as part of a multibillion-pound
capital-raising plan.

Lloyds shares closed up 7.5% on
the London Stock Exchange on
Thursday as investors embraced the
idea that Lloyds Chief Executive
Eric Daniels is close to pulling off a
tricky maneuver. Mr. Daniels is try-
ing to convince the U.K. government
that Lloyds is healthy enough to
bow out of a government bailout pro-
gram, while at the same time limit-
ing divestitures that European regu-
lators will demand from the bank for
receiving state aid.

Lloyds indicated on Thursday

that it is closing in on both goals. It
confirmed it is seeking to raise bil-
lions of pounds in fresh capital as
part of its effort to extricate itself
from the bailout program it agreed
to participate in last spring, when
the banking sector was in crisis.

At the same time, Lloyds said it is
in “advanced discussions” with EU
regulators, and based on the talks to
date, it is “confident that the final
terms of the restructuring plan, in-
cluding any required divestment of
assets, will not have a material im-
pact” on the bank.

That calmed fears that the EU
would impose harsh conditions on
Lloyds. Those fears spiked early this
week after EU regulators required
ING Groep NV, which also received
billions in state funds, to spin off its
insurance and investment-manage-
ment businesses.

Indeed, people close to the mat-
ter on Thursday said regulators
have reached an “agreement in prin-

ciple” that would be less tough than
the commission’s ruling for ING.
The bank is currently shopping its
capital-raising plan, including the
EU’s unofficial decisions, to inves-
tors, these people say.

Lloyds didn’t specify how much

capital it planned to raise. As an indi-
cation that demand may be strong,
the underwriters are now looking to
raise as much as £13 billion ($21.29
billion) in the rights issue—in which
existing investors subscribe to
shares at discount—about a billion
pounds more than previously ex-

pected. The bank will also raise as
much as an additional £10 billion in
a debt-to-equity conversion or con-
tingent capital—hybrid capital that
converts to equity if the bank gets
into trouble. Such a move would al-
low Mr. Daniels to realize his goal of

avoiding the government insurance
plan Lloyds agreed to in March.

The underwriters, which include
Bank of America Merrill Lynch and
UBS, plan to spend two to three days
gauging the market’s interest in a
rights issue, a person familiar with
the matter said. Assuming the gov-
ernment signs off on the issue, it
could be launched in the first part of
next week and as early as Monday.

The U.K. Treasury is still with-
holding a final decision on whether
it will let Lloyds back away from the
government plan. People close to
the matter say Treasury officials be-
lieve a rights issue has the attrac-
tion of allowing it to share risk with
shareholders and keep its owner-

ship of the bank to a minimum, a per-
son familiar with the matter said.

Under the rights issue, the U.K.
government, which owns 43% of
Lloyds, would have to invest around
an additional £5 billion in Lloyds. Un-
der the government program to in-
sure Lloyds’ toxic assets, the govern-
ment would buy £15.5 billion of non-
voting “B” shares, increasing its
share in the bank, and assume the
risk of insuring £260 billion of assets.

A risk of the rights issue, how-
ever, is that it could fail. That is why
the Treasury is keen for the bank to
test the market before it makes its
decision. The government is also
waiting on the European Commis-
sion judgment on Lloyds’ restructur-
ing plan.

A person close to the matter de-
clined to say which portions of the
business Lloyds might be required
to sell but said EU officials are look-
ing at a portion of the retail business
that could be sold to a small rival or
new entrant that would give a “sig-
nificant foothold” in the U.K. bank-
ing market. Among assets that
could be divested are Cheltenham &
Gloucester, a mortgage lender; the
Lloyds TSB Scotland branches, and
Scottish Widows, an insurance busi-
ness.
 —Dana Cimilluca and

Charles Forelle contributed
to this article.

Lloyds may avoid U.K. aid program through asset sales

Note: Monthly data, seasonally adjusted
Source: BOE
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A risk of the rights issue, however, is that it
could fail. That is why the Treasury is keen
for the bank to test the market before it
makes its decision.
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By Natasha Brereton

The Bank of England’s Mone-
tary Policy Committee is more
likely to boost its bond-buying pro-
gram next week, after weak money
supply and lending figures indi-
cated it has yet to achieve a key
goal.

The bond-buying program,
launched in March, was intended to
boost the supply of money and
credit to households and compa-
nies, supporting spending and en-
suring that the annual rate of infla-
tion remained at the BOE’s 2% tar-
get.

But according to figures re-
leased Thursday, the BOE’s pre-

ferred measure of the money sup-
ply, M4 excluding the holdings of in-
termediate and other financial cor-
porations, fell £14.6 billion ($23.9
billion) in September from August,
a decline of 0.9%. That followed a
0.1% rise in August and a 0.4% gain
in July.

Coming hot on the heels of data
showing the U.K. economy re-
mained in recession for a sixth con-
secutive quarter in the period from
July to September, the figures
added to expectations that the
MPC could increase its bond-buy-
ing program—also known as quan-
titative easing—when it concludes
its two-day monthly meeting on
Nov. 5.

“It is clear that money growth is
still well below rates needed for a
decent economic recovery,” said
Vicky Redwood, U.K. economist at
Capital Economics. “More QE still
looks likely next week.”

A growing number of econo-

mists now expect the MPC to in-
crease the bond-buying program to
between £200 billion and £225 bil-

lion from £175 billion now. The pro-
gram was already been increased
twice from its initial £75 billion.

The drop in broad money supply
in September represented a 1.7%
three-month annualized fall and a
2.3% rise on the year. The Bank of
England has previously indicated
that an annual rate of broad money-
supply growth of around 6% to 9%
would be sufficient.

However, the MPC has recently
sent some mixed messages about
how it judges the success of quanti-
tative easing, so it isn’t certain that
it will respond to the money-supply
data by upping its bond purchases.

Having initially highlighted the
money-supply data as a means of
measuring the effectiveness of the
policy, MPC members have re-
cently claimed that the policy’s
main impact has been to make it
easier for companies to issue
bonds, providing them with an al-
ternative to scarce bank loans.

Corporate-bond issuance has in-
creased since the policy was
launched. But most U.K. firms say
they still can’t access the bond mar-
kets, and indications are that they
are finding credit hard to come by.

Also Thursday, the BOE re-
leased more detailed data that
showed net consumer lending rose
a weaker-than-expected £660 mil-
lion in September, following an up-
wardly revised £911 million in-
crease in August.

That overall increase disguised
significant weaknesses. While
mortgage borrowing stood at £922
million, consumers repaid £262 mil-
lion in bank loans and other borrow-
ings. It was the third straight
month of repayment, and suggests
that outside the housing market,
borrowing is no longer a support to
spending.
 —Paul Hannon

and Nicholas Winning
contributed to this article.
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Economy & Politics

U.K. lag
The U.S. returned to growth, outpacing the U.K., which last week reported 
another decline in gross domestic product.

Note: The U.K. reports GDP as a quarter-to-quarter change. The U.S. reports GDP on an annualized basis, or 
how much the economy would grow if the quarter-to-quarter change persisted for an entire year. 
Source: U.K. National Statistics; U.S. Commerce Dept.
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U.S. grows 3.5% in quarter, but recovery faces hurdles

Much of latest expansion came from stimulus

Sea changes
Bush, Gorbachev set
Mediterranean meet-up as
Berlin Wall teetered > Page 9

Consumers unlikely to keep driving growth
Eyes turn to exports,
business investment
as jobs stay scarce

FROM PAGE ONE

core inflation rate—which strips
out volatile food and energy prices
and is closely watched by the Fed-
eral Reserve—slid to 1.4% from 2.0%
in the second quarter, in a sign that
price pressures remain subdued.

Federal Reserve Vice Chairman
Donald Kohn cautioned as recently
as Oct. 13 that he expected the eco-
nomic recovery to be subdued, with
sluggish growth keeping inflation
under wraps.

Economists are debating when
the economy will be strong enough
for the central bank to start raising
interest rates from their current
level near zero. The Fed’s rate-set-
ting committee meets next week
and is widely expected to leave rates
unchanged at record lows, but some
observers say it may hint at in-
creases to come.

“With the jobless rate near 10%
and the risk of adverse market reac-
tion, now is not the time” to change
the Fed language that rates will stay

close to zero for an extended period
of time, said Michael Ferolli, econo-
mist at J.P. Morgan Chase, ahead of
the GDP release.

While the economy has resumed
expanding, joblessness remains
high. Next week the government is
set to release data that could show
U.S. unemployment topped 10% dur-
ing October.

In data out Thursday, the Labor
Department said the number of U.S.
workers filing new claims for job-
less benefits fell by 1,000 last week
to 530,000. That was a smaller de-
cline than economists had ex-
pected.

Faced with bleak job prospects,
U.S. consumers are losing faith, a re-
port this week indicated. The Con-
ference Board, a private research
group, said its index of consumer
confidence fell to 47.7 this month,
from 53.4 in September. The per-
centage of those who think jobs are
hard to get rose. Their pessimism
on future earnings could restrain

holiday spending.
U.S. business inventories added

0.94 percentage point to GDP, the
Commerce Department said Thurs-

day. Inventories decreased by
$130.8 billion, compared with a
$160.2 billion drop in the second
quarter.

Another component of GDP,
housing, saw its first increase since
the last quarter of 2005. Residen-
tial fixed investment surged by
23.4%, the largest rise since 1986. A
tax credit for home buyers has
helped spur sales; it is scheduled to
expire Dec. 1, although the White
House on Thursday urged Congress
to extend it.

Federal government spending in-
creased 7.9%, after rising 11.4% in
the second quarter. State and local
government outlays fell 1.1%, after
going up by 3.9% in the second quar-
ter.

International trade weighed
slightly on GDP. U.S. exports rose by
14.7%, while imports increased
16.4%.

Business spending reduced GDP
by 0.24 percentage point. It fell by
2.5% in the third quarter, the best
performance since a mild increase
in the second quarter of 2008.
 —Sarah N. Lynch

contributed to this article.

Continued from first page

By James R. Hagerty

And Jon Hilsenrath

The U.S. economy would have
turned in a far worse performance
in the third quarter without the fed-
eral government. Now the question
is whether growth can continue
without that support.

Congress and the White House
aren’t yet ready to put that issue to
the test. On Thursday, the Obama ad-
ministration endorsed efforts in
Congress to extend for another five
months tax credits for home buyers
and to make them available to more
people.

Even so, for the recovery to con-
tinue, “within two years at most, the
private economy will have to wean
itself off public stimulants and find
its own internal sources of energy,”
said William Galston, a senior fellow
at the Brookings Institution and
former Clinton adviser.

More than one percentage point
of GDP growth in the third quarter
came from car sales, which were
driven in a large part by the tempo-

rary “cash for clunkers” program. Af-
ter surging in July and August, retail
car sales dropped 10.4% in Septem-
ber, suggesting the auto sector
won’t provide such a big boost again
any time soon.

Spending in the third quarter
was also propped up by home build-
ing, which rose for the first time
since 2005, by a whopping 23.4%,
and contributed a half-percentage
point to GDP growth.

But much of the housing revival
reflects government efforts to push
down mortgage rates, prevent or at
least slow foreclosures and reward
home buyers with tax credits. Gold-
man Sachs estimates that those ef-
forts have pulled the national aver-
age home price 5% higher than it oth-
erwise would be.

Under a plan worked out in the
Senate, the tax credits would be
available on home sales until April
30 rather than ending Nov. 30 as ear-
lier planned. Credits of as much as
$8,000 would remain available for
first-time buyers, and a new pro-
gram would give credits of as much

as $6,500 to people who already
own homes. The credits would be
available to people with annual in-
comes of up to $125,000 for individu-
als or $225,000 for couples.

Some senators promised not to
push for any further extensions be-
yond April.

“This is the last extension of the
home-buyer tax credit,” said Sen.
Johnny Isakson, a Georgia Republi-
can and former real-estate broker.
“Tax credits like this only work by
creating the sense of urgency to
take advantage of it, and to bring the
market back.”

Tom Lawler, an independent
housing economist, said extension
of the tax credit would probably
give only a modest boost to housing
sales in the next few months. But
Mark Zandi, chief economist at
Moody’s Economy.com, said that
based on a preliminary analysis he
thought the extension might spur
500,000 sales.

“The tax credit is not a very effi-
cient tax cut, but not extending it
would do significant damage to the

still-fragile housing market,” Mr.
Zandi said.

Some economists say mortgage
interest rates could jump as much as
a percentage point as the Federal Re-
serve winds down its buying of mort-
gage securities in next year’s first
quarter. That would damp housing
demand.

BRUSSELS—U.K. Prime Minister
Gordon Brown underlined his sup-
port for former Prime Minister Tony
Blair’s prospective candidacy for
the position of European Union pres-
ident, and confirmed European lead-
ers had begun to discuss the issue.

“Tony Blair is an excellent candi-
date,” Mr. Brown told reporters at
the European Council meeting in
Brussels, pointing to the former
prime minister’s record in diplo-
macy and security affairs.

European leaders appear to be
split on the prospect of Mr. Blair as
an official candidate for the position
of EU president, which would be cre-
ated if the Czech Republic become
the final member state to ratify the
Lisbon Treaty. Other potential candi-
dates include Luxembourg Prime
Minister Jean-Claude Juncker,
former Spanish Prime Minister Fe-
lipe González, and Dutch Prime Min-
ister Jan Peter Balkenende.

Brown expresses
support for Blair
as EU president

By Sara Murray

U.S. consumers helped propel
the nation’s economic growth in the
third quarter, but unemployment
and tight credit are hampering
their ability to lead a sustainable re-
covery—and it isn’t clear what part
of the economy can replace them.

Consumer spending accounted
for the majority of the third quar-
ter’s 3.5% rise in annualized, infla-
tion-adjusted gross domestic prod-
uct, a performance that exceeded
economists’ expectations, but also
added to worries about the future.
The problem: With much of consum-
ers’ spending driven by temporary
government stimulus programs,
and with more people losing their
jobs, it is unlikely they can keep driv-

ing robust growth.
That is leading some economists

to turn their focus to exports and
business investment. With the dol-
lar falling, U.S. companies from Cat-
erpillar Inc. to Intel Corp. could see
a bump in sales as their products be-
come more competitive abroad.
Combined with decent growth at
home, the boost from exports could
be enough to embolden businesses
to do the kind of hiring and invest-
ment that would support a broad re-
covery.

So far, though, the signals are
mixed. U.S. exports rose an inflation-
adjusted 14.7% in the third quarter,
their best performance in two years,
but the gain was more than wiped
out by a 16.4% increase in imports as
American consumers bought more
from abroad. Businesses boosted
their spending on equipment and
software by 1.1%, but overall busi-
ness investment fell 2.5%, dragged
down by a flagging commercial-real-
estate market.

“We don’t think the kind of pil-

lars are there for a strong recov-
ery,” said Zach Pandl, an economist
at Nomura Securities.

Historically, business invest-
ment has rarely led U.S. expansions,
in part because it makes up only
about a tenth of the economy, com-
pared with more than two-thirds
from consumer spending. It made
the primary contribution to GDP
growth in only two of the past six re-
coveries. The first of those, in 1980
and 1981, lasted only one year. Ex-
ports, which make up about 11% of
the economy, haven’t made the big-
gest contribution to any U.S. recov-
ery in at least 40 years.

Some, though, still believe this
time can be different, in part be-
cause China and other developing
countries have kept growing at a
strong pace. “There is consider-
able scope for export growth,”
said Eric Lascelles, chief econom-
ics and rates strategist for TD Se-
curities. “A lot of people are bank-
ing on the U.S. recovery not being
driven so much by consumers but

by exports.”
Delivery and logistics company

United Parcel Service Inc., for ex-
ample, is investing heavily as it
gears up for what it expects to be a
trade-led recovery, even after a
third quarter in which profits fell
43% from a year earlier. It is in the
midst of spending $1 billion to ex-
pand a sorting facility in Louis-
ville, Ky., and is planning to open a
new facility in Shenzen, China,
spokesman Norman Black said.

“We very much believe that the
recovery from this global reces-
sion is going to be led by global
trade,” he said. “The projects that
have been sacrosanct…are the
projects that support global trade
and support export volume across
the world.”

If businesses become confident
enough to invest, they have the
ability to spend the money. As of
the second quarter, S&P 500 com-
panies were holding some $2.9 tril-
lion in cash and short-term invest-
ments, up from $2.5 trillion a year

earlier, according to data provider
Capital IQ. “When are they going
to start to spend it?” asked Nari-
man Behravesh, chief economist
at IHS Global Insight. “When they
start to feel a little more comfort-
able this recovery is sustainable.”

Steel maker Nucor Corp. isn’t
comfortable yet. The company,
which posted a $29.5 million loss
in the third quarter, put more than
$2 billion of investments on hold
during the financial collapse and
isn’t ready to change course.

The company’s chief executive
officer, Dan DiMicco, said he won-
ders how long the effects of the
government’s stimulus can last.
He noted that the White House re-
cently forecast that the positive
impact of the stimulus package
will wane by midyear.

“That worries me,” he said.
“Our belief is that the recovery
will be very slow and prolonged.”
 —Tom McGinty

contributed to this article.
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Government scheme props up Germany’s job numbers

Moody’s warns Portugal and Greece
Lisbon’s outlook
swings to negative;
Athens under review

LEADING THE NEWS

By Christopher Emsden

And Alkman Granitsas

ATHENS—Moody’s Investor Ser-
vices warned the Greek and Portu-
guese governments of possible fu-
ture downgrades of their sovereign
debt, citing hemorrhaging public fi-
nances.

Moody’s placed Greece’s A1
credit ratings on review for possible
downgrade, and it also changed the
outlook on Portugal’s Aa2 rating to
negative. Moody’s said both coun-
tries had serious fiscal challenges.

Economists said Moody’s ac-
tions were a reminder of the increas-
ing differences in the credit quality
among the 16 countries sharing the
euro currency. Last week, Greece
drew an unusual rebuke from the Eu-

ropean Commission, which criti-
cized the country for failing to meet
its deficit targets and questioned
the veracity of Greek budget statis-
tics.

Greece now expects to run a bud-
get deficit of 12.5% of gross domes-
tic product this year, almost four
times as large as the target it submit-
ted to Brussels earlier in the year. It
also revised upward its 2008 budget
deficit, to 7.7% of GDP from an ear-
lier estimate of 3.7%.

Reacting to Moody’s decision,
Greece’s new finance minister,
George Papaconstantinou, said the
Greek central bank will head a new
independent committee to examine
the way public-finance statistics are
compiled. Last week, he responded
to a similar downgrade by saying he
would make the state statistics
agency independent.

“The goal of the independent
committee is to submit a report be-
fore the end of the year on the state
of public finances, problems with
the way in which they are calculated

and proposals for improving proce-
dures,” Mr. Papaconstantinou told
journalists.

Moody’s also said “subdued glo-
bal growth ... will lead to seriously
adverse debt dynamics for Portu-

gal,” whose euro-zone membership
meant it wouldn’t suffer the kind of
currency crisis that once would
have required government action.

Portugal’s finance ministry said
that the government remains com-
mitted to economic reform and that
its rising debt load is the result of
the global economic downturn.

The news spooked investors in
government bond markets Thurs-
day. The yield spread between
10-year Greek government bonds
and comparable German govern-
ment bonds, or bunds, widened to
1.42 percentage points from 1.36
points on the news. The impact was
milder on Portuguese yield spreads,
which widened to 0.56 point from
0.54 point against German bunds,
because a possible downgrade ap-
peared less imminent.

Moves in yield spreads are a mea-
sure of changes in investors’ risk ap-
petite as well as their interest in an
issuer’s bonds. Yield spreads in the
euro zone are usually compared
with German bunds, considered the

region’s benchmark.
Moody’s said it hoped to com-

plete the review process promptly,
and within three months in the case
of Greece. It added that it might
keep Greece on a negative outlook
even if it decides upon a downgrade.

Standard & Poor’s downgraded
both Portugal and Greece in Janu-
ary, while Fitch downgraded Greece
last week and revised its outlook on
Portugal to negative in September.

The magnitude of the revisions
suggests a “total collapse” of the
Greek economy during the middle of
2009, which is not plausible, said
ING senior economist Paolo Pizzoli.
Still, the revisions “deliver yet an-
other blow to Greece’s credibility,”
he added.

Economists warn of a similar
risk among countries carrying high
debt loads and lacking productivity-
driven growth that can reap the
most benefit from a global recovery.
 —Emese Bartha

contributed to this article.

 Source: Greek government

Deeper in the red
Analysts at Moody's questioned 
the Greek government's ability 
to manage budgets and warned 
of a possible downgrade of the 
country's debt.
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By Brian Blackstone

FRANKFURT—Germany’s labor
market once again defied expecta-
tions of rising joblessness and in Oc-
tober saw unemployment fall for
the fourth straight month.

Adjusted for seasonal fluctua-
tions, unemployment in Europe’s
biggest economy dropped by
26,000. The unemployment rate
nudged lower to 8.1%.

Economists had expected a con-
siderably worse result with a higher
jobless rate of 8.3%. Still, they warn
that unemployment is set to rise
again in coming months even as the
euro zone’s largest economy recov-
ers.

“I’m positively surprised at this
point,” said Timo Klein, economist
at IHS Global Insight.

The resilience, in an economy
that’s on course to contract by
around 5% this year, partly reflects
the success so far of government
subsidies for workers who are on
short-hours shifts because their
companies’ output has fallen during

the recession.
The German government gam-

bled that companies would be
loathe to shed experienced workers
in response to the downturn, and
that subsidizing semi-idle workers
would be cheaper than paying them
jobless benefits. So far, the gamble
is paying off.

Other factors also help explain
why German unemployment is up
only about half a percentage point
since late last year, when the global
downturn deepened. In contrast,
the U.S. unemployment rate has in-
creased about three percentage
points since then.

One factor is statistical: New clas-
sification methods are shaving thou-
sands off the official jobless tally ev-
ery month. Still, even absent that
change, German unemployment still
fell in October, analysts say.

Under the short-hours subsidy
program, firms can scale back the
working time of their employees
and have the bulk of wages for the
lost hours, including social insur-
ance payments, paid by the govern-

ment for up to 24 months, so work-
ers see little if any change in their
paychecks.

But for the short-hours scheme,
known as Kurzarbeit in German, to
work as a bridge to recovery, the re-
cession has to be relatively brief;
otherwise the government is simply
spending a lot of money to delay lay-
offs that would have to happen even-
tually anyway.

“The end reality is, to keep the
qualified workforce more or less sta-
ble, there must be the expectation
that this downturn will not last so
long as some experts suggested,”
said Volker Treier, chief economist
at Germany’s chamber of commerce
and industry, or DIHK.

Germany’s economic contrac-
tion was particularly severe at the
start of 2009, with gross domestic
product shrinking at a double digit
annual rate in the first quarter. But
it expanded slightly in the spring
and it expected to have posted solid
growth in the 3% range, at an annual
rate, in the third quarter.

Germany’s relatively benign em-

ployment picture contrasts other
major economies, particularly the
U.S., where companies in 2008 and
into this year shed employment in
anticipation of lower demand. Even
as the U.S. grew 3.5% last quarter, at
an annual rate, the economy contin-
ues to lose jobs, albeit at a slower
rate than at the dowturn’s peak.

So U.S. households took a major
hit, but companies were also able to
maintain healthy productivity,
which economists say is good for in-
comes, asset values and living stan-
dards in the long run.

German companies, in contrast,
prefer to hold on to workers rather
than go through the expense pro-
cess of firing, rehiring and retrain-
ing them. But maintaining high staff
levels during the downturn results
in lower productivity, which unless
improved later could hamper Germa-
ny’s ability to grow without infla-
tion over the long run.

The question, economists said, is
whether it’s better to take your eco-
nomic medicine quickly or spread it
out in small doses. Mr. Klein of IHS

Global Insight expects German un-
employment to steadily rise and
peak at 9.2% in early 2011. Some
economists expect the number of un-
employed to eventually top 4 mil-
lion. It’s a little over 3.2 million now.

The risk for Germany—and the
euro zone more broadly—is that a
consumer recession might occur in
2010 even after the region starts to
recover. That could in turn dampen
any lift from rising exports and in-
ventory building, keeping German
gross domestic product growth only
in the 1% range next year, analysts
say.

“We don’t think Germany will
fall back into recession, but private
spending will be weaker” next year,
said Alexander Koch, economist at
UniCredit Group.

Separately, the European Com-
mission reported a surprisingly
sharp rise in consumer and business
confidence. Its economic sentiment
indicator rose to a 13-month high in
October, further raising hopes for a
recovery in the single currency
zone.
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Clinton confronts Pakistani detractors
Meetings in Lahore
illustrate resistance
to U.S. ambitions

By Jay Solomon

LAHORE, Pakistan—U.S. Secre-
tary of State Hillary Clinton, visiting
Pakistan’s cultural heartland, came
face-to-face with the challenges of
winning local support for the U.S.
campaign against Islamist militants
along the Afghanistan border.

The chief U.S. diplomat was
warmly greeted by students, journal-
ists and businessmen during a one-
day tour of the capital of Punjab prov-
ince, renowned for its Mughal-era
mosques and British-colonial archi-
tecture. Law students and corporate
chieftains gushed at meeting the
former first lady and Democratic
presidential candidate.

But beneath the smiles and ap-
plause was a deep distrust among Pa-
kistanis toward the U.S.’s actions in
their region, a dynamic that has
plagued Washington-Islamabad rela-
tions for years.

A stream of people grilled Mrs.
Clinton on the merits of a new multi-
billion-dollar U.S. aid bill for Pakistan
that they claimed was tailored to con-
strain Islamabad’s military and nu-
clear program. Lahore university stu-
dents argued that the Pentagon’s
drone strikes against Taliban and al
Qaeda militants in Pakistan’s tribal re-
gions were increasingly causing vio-
lence to spill out into their country’s
major cities and urban areas.

“The U.S. has betrayed Pakistan.
That’s a fact,” a student leader told
Mrs. Clinton at a forum hosted by the
Government College of Lahore.
“What is the Obama administration
going to do differently?”

Mrs. Clinton shot back at some of
her critics, arguing the Pakistan
couldn’t blame all its problems on
Washington.

In a particularly blunt exchange,
Mrs. Clinton told a gathering of news-

paper editors that the U.S. didn’t be-
lieve Pakistan’s government had
done all it could to hunt al Qaeda lead-
ers such as Osama bin Laden and Ay-
man al Zawahiri, whom Washington
believes are still hiding in the tribal
areas bordering Afghanistan.

“Al Qaeda has had safe haven in Pa-
kistan since 2002. … I find it hard to
believe that nobody in your govern-
ment knows where they are and
couldn’t get them if they really
wanted to,” Mrs. Clinton said.
“Maybe that’s the case; maybe
they’re not gettable. I don’t know.”

Pakistani security forces shut
down traffic in Lahore, a city of 10 mil-
lion people, because of security con-
cerns surrounding Mrs. Clinton’s
trip. Normally teeming streets were
empty, with thousands of people
standing behind military cordons to

steal a glimpse of the secretary’s mo-
torcade.

Mrs. Clinton’s three-day diplo-
matic mission to Pakistan, which be-
gan Wednesday, was aimed at “turn-
ing the page” in U.S.-Pakistan rela-
tions, she said.

The Obama administration views
Islamabad as central to American ef-
forts to stabilize Afghanistan, as Tali-
ban fighters regularly use Pakistani
soil to launch attacks on American
forces across the border.

Mrs. Clinton this week praised a
Pakistani military offensive against
Taliban forces based in the tribal re-
gion of South Waziristan. The chief
American diplomat met late Thurs-
day with Pakistan’s two most power-
ful military officers, Army chief Gen.
Ashfaq Kayani and Islamabad’s top
spymaster, Gen. Ahmad Shuja Pasha,

to discuss the campaign, according
to U.S. officials.

Mrs. Clinton also stressed that
she wanted to show Washington’s
support for Pakistani President Asif
Ali Zardari, who last year became the
first freely elected Pakistani leader in
a decade.

Mrs. Clinton’s trip, however, has
been marred by the violence in the
tribal regions. On Wednesday, a car
bomb killed nearly 100 Pakistanis at a
market in the city of Peshawar, an at-
tack that appeared timed to Mrs. Clin-
ton’s arrival.

American diplomats, meanwhile,
have been unable to quiet the public
outrage in Pakistan concerning Wash-
ington’s new $7.5 billion aid package
for Islamabad. Mrs. Clinton appeared
frustrated in discussing the U.S. assis-
tance, noting that the Obama admin-

istration pressed for the money in an
effort to underpin Pakistan’s econ-
omy and civilian institutions.

Pakistani critics argued that the
aid came with provisions that inter-
fered in their country’s sovereignty,
specifically a requirement for the
White House to certify Islamabad
isn’t engaged in supporting militant
groups or nuclear proliferation.

“Clearly we didn’t do a very good
job of communicating … what the bill
is doing,” Mrs. Clinton told the univer-
sity students. “This is an important
lesson for us.”

Some pro-Western business exec-
utives voiced frustration with the
Obama administration’s attempts to
revitalize Pakistan’s economy. Busi-
nessmen gathered at Lahore’s gover-
nor’s mansion, where they thanked
Mrs. Clinton for the new aid package
and stressed that they would largely
prefer for the U.S. to lower export
quotas on textiles and other key Paki-
stani products.

U.S. legislation designed to pro-
mote exports from Pakistan’s tribal
areas has failed for nearly three
years to get through Congress.

“We’ve been asking for market ac-
cess for the last three or four years.
To fight terrorism, we need jobs,” Pa-
kistani textile executive Mian Mu-
hammad Mansha told Mrs. Clinton at
the meeting. “This is the most impor-
tant thing.”

Mrs. Clinton was scheduled to
meet Pakistani legislators and tribal
leaders Friday before traveling to
the Middle East to discuss peace ef-
forts with Israeli Prime Minister
Benjamin Netanyahu and Palestin-
ian President Mahmoud Abbas.

U.S. President Barack Obama has
placed a priority of forging an Arab-
Israel peace agreement while in of-
fice. But efforts have stalled in re-
cent months, as Israeli and Palestin-
ian officials have bickered over the
specific terms for negotiations
aimed at creating an independent
Palestinian state. U.S. officials said
Mrs. Clinton would seek to persuade
the two sides to return to direct ne-
gotiations in the coming months.

By Zahid Hussain

SHAWANGAI, Pakistan—An al-
leged member of the Hamburg, Ger-
many, terror cell linked to the Sept.
11 attacks is believed to be among al
Qaeda leaders helping the Taliban
fight Pakistani forces in South
Waziristan, Pakistani authorities
said Thursday.

A German passport belonging to
Said Bahaji, a close associate of
Sept. 11 lead hijacker Mohammed
Atta in the 2001 attacks, was among
documents recovered this week by
Pakistani troops from an abandoned
militant compound in Shawangai.

The mountain village in South
Waziristan was used as an al Qaeda
andTalibancommandbaseuntilasre-
cently as this week, a military official
said. Pakistani forces recovered
other documents, including a Span-
ishpassport,thatindicatedthepossi-
ble presence of other European na-
tionals in the area.

PakistaniforcescapturedShawan-
gai after days of fighting, in which
some militants were killed and many
others escaped. Army officials said
they didn’t know whether Mr. Bahaji
was killed or fled—or whether he was
ever in the South Waziristan region.

Mr. Bahaji, who was born in Ger-

many in 1975 to a Moroccan father
and a German mother, was a mem-
ber of the Hamburg cell, a group of
extremist young Muslims founded
in the German city in the late 1990s.
After the Sept. 11, 2001, attacks, po-
lice identified members of the Ham-
burg cell by tracing cellphone calls
made by the hijackers before the at-
tacks to a network of men who alleg-
edly supported the attacks.

In a series of indictments, German
prosecutors describe the Hamburg
cell as a group of men in their 20s and
early 30s who were allegedly eager to
fight for Islam. Members joined al
Qaeda in the late 1990s and, accord-
ing to German court records, the
group’s leader, Mr. Atta, and several
ofhisfriends,traveledtoAfghanistan
in 1999 and 2000 for military training
at camps run by al Qaeda.

Prosecutors say three members
were recruited for the Sept. 11 attacks
and assigned to take flying lessons
and steer hijacked aircraft into build-
ings in the U.S. Mr. Atta and two other
membersdiedintheattacks.Prosecu-
tors allege other members, including
Mr. Bahaji, helped with preparations
for the attacks, including laundering
money and renting safe houses.

German police have been search-
ing for Mr. Bahaji since September

2001. German prosecutors consider
him to be one of the most important
members of the Hamburg cell to sur-
vive the Sept. 11 attacks. The German
investigation of the Hamburg cell,
one of the broadest inquiries in Ger-
man history, names Mr. Bahaji as the
lead suspect.

Several days before the 2001 at-
tacks, Mr. Bahaji flew to Pakistan
from Germany, along with two other
alleged members of the Hamburg
cell. The passport shows that Mr. Ba-
haji arrived in Karachi from Istanbul
on Sept. 4, 2001.There was no indica-
tion that he had left Pakistan since.

Overthe yearsGermanpolice have
monitored several phone calls be-
tween Mr. Bahaji in Pakistan and his
wifein Berlin,but didn’t secure the in-
telligence needed to apprehend him.

In Pakistan Thursday, officials
said they had no new information
about Mr. Bahaji beyond the pass-
port, which was discovered after a
fierce struggle for Shawangai.

“We had to battle hard to capture
the village,” said Lt. Colonel Inam
Rashid, the commanding officer
who led the final assault.

More than 30,000 Pakistani
forces backed by F-16 fighter jets this
month launched an offensive to clear
al Qaeda and Taliban militants from
their strongholds in the tribal region
after a series of terrorist attacks
shook the country in recent months.

Government troops have made
significant advances, capturing
some key militant areas including
Kotkai, the hometown of Hakimullah
Mehsud, the new leader of the Paki-
stan Taliban’s largest faction. The
military said they destroyed least 25
training camps in the area.

On Thursday, militants were still
holding on to Kaniguram, a town
aboutsixkilometersfromShawangai.

 —David Crawford in Berlin
contributed to this article.

Pakistan says alleged 9/11 agent may be aiding militants

LEADING THE NEWS

U.S. Secretary of State Hillary Clinton is escorted by Pakistani Rangers in Lahore on Thursday, on a trip she said was aimed
at ‘turning the page’ in relations. Students, businessmen and journalists greeted her warmly but voiced distrust of the U.S.

Pakistani soldiers display seized photos, passports, ammunition and weapons
during operations Thursday against Taliban militants in South Waziristan.
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Repsol’s bet on boosting exploration pays off
Gulf of Mexico find
is latest success
in the hunt for oil

can Senator Bob Dole, to plead his
case.

Mr. Deripaska’s recent visits
were arranged outside of regular
State Department visa procedures
because the U.S. continues to have
concerns about Mr. Deripaska’s
business associations, according
to administration officials.

Instead, FBI officials arranged
for a limited-entry permit from
the U.S. Department of Homeland
Security, as allowed in special
cases related to sensitive matters,
officials said.

Another person familiar with
the case said there was some oppo-
sition from other U.S. agencies to
Mr. Deripaska’s visits, but that the
FBI prevailed. The FBI had previ-
ously been at loggerheads with the
State Department over Mr. Deri-
paska; FBI officials have said they
were getting interesting informa-
tion from him, this person said.

Spokesmen for the FBI, DHS
and the U.S. Embassy in Moscow
declined to comment.

Mr. Deripaska has repeatedly
denied any links to organized
crime and blamed the U.S. visa ban
on a smear campaign by business
rivals.

In an interview with the BBC in
July, Mr. Deripaska accused the
FBI of trying to blackmail him with

the visa problems, which he said
undermined investor confidence
after they became public. “They
tried to push me in a corner,
maybe believing that at this point
I will cooperate with them,” he
said. He denied providing sensi-
tive information to the FBI. There
are “Russian interests that I would
never” betray, he said.

A spokesman for Mr. Deripaska
said it is “inaccurate” that the bil-
lionaire entered the U.S. on special
permits arranged by the FBI and
that he provided information to
FBI investigators. “Mr. Deripaska
did visit the US twice this year for
business meetings,” the spokes-
man said. “Mr. Deripaska has no
travel restrictions to any country
including the U.S.”

A State Department official
said Mr. Deripaska doesn’t hold a
valid U.S. visa.

FBI investigators, as well as au-
thorities in Britain and Spain,
have probed Mr. Deripaska’s busi-
ness interests in the past amid alle-
gations of money-laundering. He
has never been charged with a
crime in those probes. Mr. Deri-
paska has met with FBI investiga-
tors before. It isn’t known what
was discussed.

After granting a visa in 2005 to
allow Mr. Deripaska to come to the
U.S. to talk to investigators, the

State Department revoked it a
year later when officials raised
questions about the truthfulness
of his statements, according to
people familiar with the situation.

During the early October trip
he met top investment-banking ex-
ecutives including Goldman chief
executive Lloyd Blankfein, accord-
ing to people familiar with the
meetings.

Neither of this year’s trips was
announced publicly. A Russian
newspaper owned by a former De-
ripaska lieutenant last month pub-
lished photos of him with GM exec-
utives in Detroit. In a telephone in-
terview, the paper’s owner said he
took the photos on the August trip.

 —Susanne Craig in New York and
John D. Stoll in Detroit contributed

to this article.

Continued from first page

By Thomas Catan

And Bernd Radowitz

MADRID—For years, Repsol
YPF SA was derided as the oil com-
pany with no oil, but its gamble on
boosting exploration has paid off
handsomely, with the Spanish com-
pany hitting the jackpot in Brazil,
West Africa—and now the U.S.

Repsol is expected to announce
Friday a new oil discovery in the
Gulf of Mexico that it said will
boost production from its Shenzi
field and help the U.S. reduce its de-
pendence on foreign oil.

The company said the discovery
contains a “fairly sizeable” amount
of new crude oil in two wells in the
Shenzi field, which is operated by
BHP Billiton Ltd.

The field currently produces
about 120,000 barrels of oil a day,
or around 2.5% of daily U.S. oil out-
put. Repsol holds a 28% stake in the
field, which it bought for Œ1.7 bil-
lion ($2.5 billion) in 2006.

The string of discoveries leaves
Repsol with the unexpected chal-
lenge of developing the sudden
surge in its oil and gas supplies.

“We’ve had some success in ex-
ploration,” Chairman and Chief Ex-
ecutive Antonio Brufau said in an in-
terview. “Now we have to shift to a
phase that also carries risks: devel-
oping these projects.”

The task of developing the dis-
coveries—building the platforms,
pipelines and other infrastructure
needed to get the oil to market—
would require the company to
ramp up capital investment at a
time when margins in its core busi-
ness—oil refining—have collapsed.

Repsol has relatively little devel-
opment expertise, and buying it
could prove difficult at a time when
oil companies are competing for
highly skilled workers able to build
projects in challenging terrain. Off-
shore oil platforms for deep water
are also hard to come by, and the un-

certain future of oil prices also com-
plicates the equation.

Mr. Brufau is used to skepticism.
Many in the industry were doubtful
in 2004 when he launched a major
drive to discover new sources of oil
and gas to help offset Repsol’s wan-
ing production in Argentina. He

more than doubled the company’s
exploration and production staff to
around 1,800.

The company also developed a
well-regarded proprietary technol-
ogy called Kaleidoscope to crunch
through massive amounts of seis-
mic data in search of signs of oil
and gas. Partly as a result, Repsol
was involved in three of the world’s
five biggest oil-and-gas discoveries
last year.

Among them was Guará, a giant
reservoir in Brazil’s prolific Santos
offshore basin, considered to be the
hottest oil patch in the world right
now. In September, production
tests indicated that Guará, in which
Repsol holds a 25% stake, contains
the equivalent of as many as two bil-
lion barrels of recoverable oil and
gas. According to analysts at ING
Groep NV, the Brazilian discoveries
alone could double Repsol’s oil-and-
gas reserves, which stood at 2.2 bil-
lion barrels of oil equivalent at the
end of 2008, including resources
from Argentine unit YPF.

Last month, the company an-
nounced its biggest-ever natural-
gas discovery in shallow waters of
the Gulf of Venezuela. Repsol,
which will have close to a third
stake in any development of the
field, says the reservoir, called
Perla, contains up to 1.4 billion BOE.

The same month, a consortium
including Repsol announced the
first oil discovery in deep waters
off Sierra Leone, a major find that
could open up a whole new frontier
off West Africa.

Repsol said its latest discovery
off the U.S. Gulf coast is attractive
because of its proximity to the
world’s biggest oil market, favor-
able tax rules and the fact that
pumping infrastructure is already
in place. Repsol hasn’t yet made a
formal estimate of how much extra
oil it has found, but expects to
boost production from the Shenzi

field in the next five years.
The chain of discoveries marks a

radical turnaround for the com-
pany. As recently as 2007, Repsol
was replacing only around 35% of
the reserves it was pumping, a red
flag for investors who watch that
benchmark as a key measure of an
oil company’s sustainability.

Excluding its Argentine unit,
that ratio improved to 65% in 2008.
Thanks to recent discoveries, Mr.
Brufau thinks the company will
“easily” beat its target to replace
125% of its output with fresh re-
serves by 2012. In Argentina, how-
ever, production is continuing to
slide.

Meanwhile, Mr. Brufau has tried
to shift Repsol’s assets to more po-
litically stable countries.

In 2004, only 40% of its assets
were in countries belonging to the
Organization of Economic and Co-
operation and Development—a
rough proxy for political stability.
By 2012, Mr. Brufau aims to have at
least 55% of Repsol’s assets in
OECD nations.

That isn’t a risk-free strategy.
Competition in OECD countries is
fierce, as oil companies have a well-
established presences there. In addi-
tion, though the deep-water Gulf of
Mexico, home of the Shenzi field, is
one of the most politically The com-
pany’s huge gas find in Venezuela
may also be hard to commercialize
for political and technical reasons,
while Sierra Leone remains, at this
stage,no more than a promising find.

The Brazilian finds will require
up to $15 billion in investment over
the next five years to develop, ac-
cording to Mr. Brufau. That may be
too much. “In Brazil, we’ll have to
reflect at some point,” Mr. Brufau
said. Such a big investment in a sin-
gle country “is too intensive, with-
out a doubt.”

U.S. allowed entry to barred Russian tycoon
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Venezuela

Brazil
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Guará
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Carioca
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2009
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2008

2008
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2006/2008

Global explorer | Repsol's biggest recent discoveries

Oleg Deripaska, left, visits GM headquarters in Detroit, accompanied by GM CEO
Fritz Henderson, Sberbank CEO German Gref and Siegfried Wolf, Magna’s co-CEO.

By Jonathan Buck

And Anita Likus

LONDON—U.K. defense-technol-
ogy company QinetiQ Group PLC said
Chief Executive Graham Love will
step down in November and will be
succeeded by Leo Quinn, formerly
chief executive of commercial secu-
rity printer and paper maker De La
Rue PLC.

Mr. Love, 55 years old, who has
been at QinetiQ for eight years, in-
cluding four as CEO, will step down
Nov. 30. No reason for his departure
was given, but the succession has
been planned for about a year.

The move comes a day after a re-
portheavilycriticizedQinetiqandU.K.
defense company BAE Systems PLC
for their involvement in events sur-
rounding a fatal Royal Air Force Nim-
rod plane crash in Afghanistan in
2006. BAE on Thursday said it accepts
full responsibility and it apologizes .

Mr. Quinn, 52, has a track record
in Europe and the U.S. for turning
around businesses and creating
shareholder value. He will join Qine-
tiQ on Nov. 16.

Neither Mr. Love nor Mr. Quinn
was available for comment.

Investors welcomed the news.
QinetiQ shares rose 16% in London.

‘Now we have to shift to a phase that also carries risks: developing these
projects,’ Chief Executive Antonio Brufau said in an interview.
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Big oil faces hurdles in return to growth
Companies still struggle with weak natural-gas prices, slender profit margins for refining

LONDON—This year’s rebound in
crude-oil prices means major oil
companies’ third-quarter earnings
could mark the last in a long se-
quence of crushing year-to-year
profit drops. However, big oil’s path
back to growth faces stiff head-
winds from continued weakness in
two key markets.

While average fourth-quarter
crude-oil prices are up more than
25% from year-earlier levels, natu-
ral-gas prices and refining profit
margins remain stubbornly unre-
sponsive to expectations of eco-
nomic recovery.

Results from Royal Dutch Shell
PLC, which reported a 62% year-to-
year drop in third-quarter net profit
Thursday, illustrate the challenge
this poses to oil companies.

Despite a 14% rise in oil prices
from the second to the third quar-
ter, weak natural-gas prices meant
Shell’s total upstream earnings actu-
ally fell 26% over the period.

The Anglo-Dutch energy com-
pany said net profit for the three
months to Sept. 30 was $3.25 bil-
lion, down from $8.45 billion a year
earlier. Revenue fell to $75.01 billion
from $131.57 billion.

”The environment for gas and
liquefied natural-gas trading is rela-
tively poor and has deteriorated
versus the second quarter this year
and its year-ago level,” said Chief
Financial Officer Simon Henry.

Shell also gave a weak outlook
for the other main segment of its
business, refining crude oil into
products such as gasoline or diesel.
“Refining margins are unlikely to re-

cover in the short or medium term,”
Mr. Henry said.

According to BP PLC data, the
amount of money a refiner on the
U.S. Gulf Coast can make from refin-
ing a barrel of oil has averaged
$1.67, just two-thirds of the level re-
corded in the fourth quarter of
2008.

Refined-product demand was so
weak that Shell’s total refining
throughput was down 4% from the
previous quarter and 8% from a year
earlier, primarily because of volun-
tary output cuts, Mr. Henry said.

“This is the first time [through-
put] has been below three million
barrels a day in our entire period of
analysis spanning nearly 20 years,”
said NCB Stockbrokers analyst Peter
Hutton. “Shell has been badly hit by
globally weak refining margins.”

Other major oil companies face

the same problems.
BP, which surprised the market

with better-than-expected third-
quarter earnings Tuesday, secured
an average price for its oil in the
third quarter that was 20% higher
than in the second quarter. But its
average natural-gas price fell
slightly.

Italian oil company Eni SpA,
which reported a 61% drop in third-
quarter adjusted net profit Thurs-
day, suffered from a steep decline in
gas consumption within its home
market due to weak industrial de-
mand.

U.S. oil major ExxonMobil Corp.
saw its third-quarter refining and
marketing earnings fall 90% from a
year earlier, far outstripping the
company’s overall earnings decline
of 68%.

The prospects for a quick im-

provement look slim.
“We would need to see a combi-

nation of a robust economic recov-
ery, as well as significant refinery
closures and sustained run cuts, for
margins to recover in earnest,”
something not likely to happen until
2012, analysts at Bernstein Research
said in a report.

Demand for diesel, which is
closely tied to economic activity in
the U.S. and Europe, is key, the
Bernstein analysts said. Yet even if
that demand starts to grow, a large
supply overhang and overcapacity
remain.

“U.S. primary distillate stocks re-
main 10% above their prior peak in
1999 and OECD distillate inventories
as of August were at their highest
level in a decade,” Bernstein said.

Economic growth in China and
India is driving a recovery in Asian

demand, “but that doesn’t really
help us because a very significant
amount of refining capacity has
come onstream in that area,” Mr.
Henry said, adding that margins in
Asia were negative for part of the
third quarter.

The outlook for natural gas is
also weak. According to BP data, the
average U.S. Henry Hub natural-gas
price this quarter has been $3.72
per million British thermal units, a
little over half its price just a year
ago.

The U.K. gas price is just 44% of
its year-ago level at $4.13 per mil-
lion British thermal units.

In both countries, natural-gas
supply remains ample for domestic
demand reduced by anemic indus-
trial output.

Stocks of natural gas in the U.S.
are 13% above the five-year average
and the U.K. continues to be a
dumping ground for surplus cargoes
of liquefied natural gas that are un-
wanted elsewhere.

In mainland Europe, demand is
so weak that customers of Russia’s
OAO Gazprom have used less than
the minimum amount of gas re-
quired under long-term contracts,
which leaves an overhang of unde-
livered gas that is worth $2.5 bil-
lion.

There is one bright spot for the
companies that are contracted to
supply LNG into Europe or Asia,
such as Shell, ExxonMobil or BG
Group PLC.

LNG supplied into Asia or main-
land Europe on long-term contracts
is typically priced in relation to oil
with a four-to-six-month lag, Mr.
Henry said.

BY JAMES HERRON

Source: BP

Thinning margins
Despite rising crude prices, gas
prices and refining profit margins
remain weak. Average quarterly
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Exxon’s earnings drop 68%
Exxon Mobil Corp. posted a 68%

decline in third-quarter earnings,
reduced its capital spending fore-
cast for the year and said output
will be unchanged from last year.

The results underscore the chal-
lenges major oil companies face to
increase production amid declining
reserves.

After enjoying a multiyear boom
of high oil prices and skyrocketing
earnings, big oil companies have
seen their profits fall as oil prices
collapsed from an all-time high
more than $147 a barrel last year to
less than $80 today. Illustrating the
reversal, Exxon’s $13.37 billion in
earnings for the first nine months of
this year fell shy of the $13.38 bil-
lion it recorded for just the third
quarter of last year, the highest cor-
porate quarterly profit ever re-
corded.

Production for the latest quarter
rose 2.7% to 3.7 million barrels of oil
equivalent a day. But Exxon on
Thursday projected total production
will be flat this year with last year’s
3.9 million barrels a day.

The company said it continues to
seek new reserves around the world
and is considering the possibility of
entering Iraq. “We are certainly in-
terested in Iraq and continuing to
dialogue with the Iraqis,” David
Rosenthal, vice president of inves-
tors relations, said in a conference
call. He declined to elaborate.

The company also said it has ac-
quired licenses covering about two
million acres of coal-bed-methane
resources in Germany, a move that
underscores the increasing interest
of the oil giant in unconventional
natural-gas resources in Europe.
Exxon recently acquired more than
one million shale-gas acres in Po-
land and said initial exploratory
work would start next year.

“There is an attractive gas mar-
ket in Europe,” Mr. Rosenthal said.
Demand for gas produced in Europe
is expected to grow vigorously as
countries intensify their efforts to
reduce their dependence on Russia
as a supplier.

Exxon forecast capital spending
this year will be on par with the $26
billion spent in last year. In March,
the Irving, Texas, company forecast
spending $29 billion this year.

Exxon, the world’s largest pub-
licly traded oil company, reported
profit of $4.73 billion, or 98 cents a
share, down from $14.83 billion, or
$2.85 a share, a year earlier.

Revenue decreased 40% to
$82.26 billion

Exxon said it spent $4 billion
buying back stock, reducing shares
outstanding by 1.2%, and paid out
$2 billion in dividends.

Capital and exploration spending
fell 5% to $6.5 billion.

BY ISABEL ORDOÑEZ

Iliad is the sole bidder
for France mobile license

PARIS—France’s telecommunica-
tions regulator said domestic Inter-
net provider Iliad SA is the sole bid-
der for the country’s fourth mobile
license, a move that could lead to a
shake-up of the status quo in Eu-
rope’s third-largest mobile-phone
market.

If, as expected, Iliad goes on to
win the license, the company has
pledged to slash prices, raising the
prospect of a price war as telecom
operators tussle over the country’s
€22.7 billion ($33.4 billion) mobile-
phone market. A decision is ex-
pected by France’s telecommunica-
tions regulator, Arcep, by year-end.

“If we get the license, we intend
to make the market more competi-
tive,” said Iliad Chief Financial Of-
ficer Thomas Reynaud.

Iliad, which is bidding through
its subsidiary Free Mobile, has
grown over the past 10 years to be
France’s second-largest broadband
Internet provider. The company
achieved this by offering a “triple
play” package of Internet, television
and telephone at a fixed price of
€30 a month. The company’s arrival
in the market created more compe-
tition and resulted in France having
some of the cheapest and fastest In-
ternet connections in the world. Il-
iad’s founder, billionaire entrepre-

neur Xavier Niel, is now hoping to
replicate this success in the mobile
market.

Analysts say there is room for a
fourth mobile operator in France.
“France is unusual in that most ma-
jor European countries have at least
four mobile operators,” said Stuart
Reid, a telecom expert at Fitch Rat-
ings.

The move is a gamble for the
Paris-based company. Several other
potential bidders—including cable
company Numericable, Virgin Mo-

bile France, and Egypt’s Orascom
Telecom Holdings SAE—have said
over recent months that they had
decided not to bid because of what
they considered future potential
problems.

That includes the heavy invest-
ment needed to build out a network
and the eventual struggle to lure
customers away from existing oper-
ators such as France Telecom SA’s
Orange, Vivendi SA’s SFR and
Bouygues SA’s Bouygues Telecom.

BY MAX COLCHESTER

Iliad has grown over the
past 10 years to be France’s
second-largest broadband
Internet provider.

Exxon projected total production will be flat this year.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.20 $26.23 0.15 0.58%
Alcoa AA 42.20 13.00 1.07 8.97%
AmExpress AXP 11.60 36.44 1.77 5.11%
BankAm BAC 184.10 15.73 0.72 4.80%
Boeing BA 7.60 48.81 1.59 3.37%
Caterpillar CAT 9.40 57.25 2.82 5.18%
Chevron CVX 13.40 77.95 2.06 2.71%
CiscoSys CSCO 35.90 23.52 0.50 2.17%
CocaCola KO 6.10 54.09 0.58 1.08%
Disney DIS 11.70 28.14 0.90 3.30%
DuPont DD 6.80 32.97 0.88 2.74%
ExxonMobil XOM 27.10 73.96 0.12 0.16%
GenElec GE 74.80 14.87 0.45 3.12%
HewlettPk HPQ 14.10 48.35 1.42 3.03%
HomeDpt HD 11.70 25.91 0.70 2.78%
Intel INTC 72.30 19.22 0.19 1.00%
IBM IBM 5.50 122.87 1.37 1.13%
JPMorgChas JPM 28.90 44.35 1.67 3.91%
JohnsJohns JNJ 12.40 59.86 0.29 0.49%
KftFoods KFT 12.20 27.55 0.60 2.23%
McDonalds MCD 6.20 59.14 0.50 0.85%
Merck MRK 35.00 31.31 –0.74 –2.31%
Microsoft MSFT 59.50 28.22 0.20 0.71%
Pfizer PFE 49.80 17.55 0.34 1.98%
ProctGamb PG 24.00 59.54 2.31 4.04%
3M MMM 3.80 75.48 1.02 1.37%
TravelersCos TRV 4.30 51.91 1.41 2.79%
UnitedTech UTX 4.40 63.58 0.97 1.55%
Verizon VZ 19.70 30.04 0.09 0.30%
WalMart WMT 12.60 50.40 0.50 1.00%

Dow Jones Industrial Average P/E: 17
LAST: 9962.58 s 199.89, or 2.05%

YEAR TO DATE: s 1,186.19, or 13.5%

OVER 52 WEEKS s 781.89, or 8.5%

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

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

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

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

JPMorgan $2,052 7.2% 51% 22% 26% 1%

Credit Suisse 1,534 5.4% 48% 29% 22% 1%

UBS 1,517 5.3% 50% 18% 32% 1%

Deutsche Bank 1,399 4.9% 37% 35% 26% 2%

Goldman Sachs 1,314 4.6% 44% 17% 39% …%

Morgan Stanley 1,175 4.1% 49% 19% 31% 1%

Citi 1,174 4.1% 35% 34% 29% 3%

Bank of America Merrill Lynch 1,047 3.7% 42% 27% 29% 2%

Nomura 1,021 3.6% 63% 20% 16% …%

Source: Dealogic

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement... And the most deterioration
CHANGE, in basis points CHANGE, in basis points

Yesterday Yesterday Five-day 28-day Yesterday Yesterday Five-day 28-day

Anglian Wtr Svcs 81 –3 –5 –8 Fiat 304 23 24 –57

EFG Eurobank Ergasias 154 –2 –5 –2 Stora Enso  366 24 9 –29

Inv AB 80 –1 –1 ... Rallye 608 24 54 36

Unibail Rodamco 102 ... –2 ... Rhodia 446 24 21 –64

StatoilHydro  65 ... 1 –1 Alcatel Lucent 563 25 16 –51

Six Continents 54 ... ... ... EMI Group  751 26 26 31

BASF Specialty Chems Hldg 22 ... 1 –2 Norske Skogindustrier 950 26 7 –76

Fed Rep Germany 20 ... ... –1 Brit Awys  531 30 70 39

Danske Bk  72 ... –3 2 M real  1178 50 –72 –155

FKI  76 ... 2 –12 Grohe Hldg 1154 110 30 –211

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

ING Groep Netherlands Life Insurance $28.3 9.17 7.45% 29.8% –73.2%

Soc. Generale France Banks 50.6 46.14 5.91 22.9 –59.4

Anglo Amer U.K. General Mining 51.1 23.00 5.60 59.9 –7.5

Deutsche Bk Germany Banks 47.5 51.64 5.60 76.9 –46.6

Rio Tinto U.K. General Mining 70.6 27.86 4.23 21.9 14.8

Sanofi-Aventis S.A. France Pharmaceuticals $99.1 50.88 –2.44% 7.9 –23.2

ABB Switzerland Industrial Machinery 45.5 19.96 –2.35 44.8 14.5

Royal Dutch Shell A U.K. Integrated Oil & Gas 109.2 20.78 –1.93 1.4 –22.5

France Telecom France Fixed Line Telecomms 68.8 17.52 –1.35 –10.2 –13.6

Astrazeneca U.K. Pharmaceuticals 66.2 27.52 –1.33 7.9 –14.0

...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

Credit Suisse Grp 65.8 56.65 4.14% 36.4% –25.7%
Switzerland (Banks)
Daimler 54.4 34.59 4.12 33.1 –23.1
Germany (Automobiles)
UniCredit 58.8 2.37 4.06 56.9 –56.9
Italy (Banks)
ArcelorMittal 56.0 24.21 3.91 27.1 –26.0
Luxembourg (Iron & Steel)
Allianz SE 54.7 81.65 3.62 31.7 –43.7
Germany (Full Line Insurance)
Banco Santander 137.2 11.35 3.56 53.3 –8.1
Spain (Banks)
Barclays 60.2 3.30 3.45 60.8 –51.5
U.K. (Banks)
Unilever 54.4 21.39 3.43 20.2 7.5
Netherlands (Food Products)
Banco Bilbao Viz 69.9 12.58 3.28 48.7 –32.1
Spain (Banks)
BNP Paribas S.A. 94.3 53.74 3.11 1.2 –34.1
France (Banks)
BHP Billiton 63.5 17.20 2.75 70.6 67.6
U.K. (General Mining)
UBS 61.6 17.64 2.56 –1.2 –73.2
Switzerland (Banks)
Siemens 87.4 64.52 2.27 44.8 –7.4
Germany (Diversified Industrials)
Intesa Sanpaolo 51.7 2.95 2.17 5.6 –45.0
Italy (Banks)
Diageo 45.1 9.86 1.70 5.7 1.5
U.K. (Distillers & Vintners)
Nestle S.A. 171.9 48.02 1.65 9.4 10.8
Switzerland (Food Products)
Assicurazioni Gen 41.3 17.92 1.59 –3.0 –35.2
Italy (Full Line Insurance)
AXA S.A. 54.0 17.45 1.57 14.8 –41.0
France (Full Line Insurance)
HSBC Hldgs 194.0 6.81 1.44 0.2 –22.6
U.K. (Banks)
Iberdrola S.A. 48.9 6.28 1.29 17.0 –30.5
Spain (Conventional Electricity)

BASF 51.0 37.42 1.14% 55.5% 10.3%
Germany (Commodity Chemicals)
L.M. Ericsson Tel B 31.7 74.10 1.02 36.2 –45.9
Sweden (Telecomms Equipment)
Tesco 53.0 4.07 0.98 25.0 1.0
U.K. (Food Retailers & Wholesalers)
Telefonica S.A. 133.8 19.19 0.95 35.5 26.1
Spain (Fixed Line Telecomms)
Nokia 49.1 8.85 0.80 –30.4 –42.1
Finland (Telecomms Equipment)
Bayer 59.2 48.28 0.73 18.5 21.9
Germany (Specialty Chemicals)
Roche Hldg Part. Cert. 113.8 165.20 0.67 2.4 –25.4
Switzerland (Pharmaceuticals)
Vodafone Grp 134.0 1.39 0.51 16.5 2.6
U.K. (Mobile Telecomms)
BP 200.7 5.87 0.36 18.6 ...
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 118.7 12.54 0.24 9.3 –11.3
U.K. (Pharmaceuticals)
Total S.A. 146.1 42.00 0.13 2.2 –19.9
France (Integrated Oil & Gas)
ENI 104.3 17.58 0.11 –1.0 –24.9
Italy (Integrated Oil & Gas)
GDF Suez 97.5 29.13 0.09 –11.3 –5.6
France (Multiutilities)
Novartis 138.5 53.40 0.09 –4.0 –29.7
Switzerland (Pharmaceuticals)
Deutsche Telekom 61.9 9.58 –0.21 –15.4 –29.8
Germany (Mobile Telecomms)
BG Grp 64.7 10.92 –0.27 26.1 61.4
U.K. (Integrated Oil & Gas)
SAP 57.4 31.58 –0.55 17.8 –17.7
Germany (Software)
RWE 47.2 60.87 –0.77 –3.4 –19.9
Germany (Multiutilities)
E.ON 79.1 26.68 –0.82 –7.9 –12.7
Germany (Multiutilities)
British Amer Tob 65.0 19.39 –0.92 14.7 36.5
U.K. (Tobacco)

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 -0.18% 0.35% 1.8% 6.6% 8.5%
Event Driven -0.21% 1.30% 5.7% 13.2% 1.1%
Equity Market Neutral -0.61% -0.50% -2.4% -5.6% -10.1%
Equity Long/Short -2.45% -1.79% 0.2% 1.9% -4.4%

*Estimates as of 10/28/09, 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 0.90 100.47% 0.01% 1.00 0.78 0.86

Eur. High Volatility: 12/1 1.48 97.79 0.01 1.76 1.34 1.48

Europe Crossover: 12/1 5.31 98.74 0.05 6.15 4.87 5.45

Asia ex-Japan IG: 12/1 1.13 99.40 0.01 1.26 0.96 1.08

Japan: 12/1 1.28 98.64 0.01 1.53 0.99 1.25

 Note: Data as of October 28

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

In percentage points
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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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CORPORATE NEWS

Volkswagen’s profit tumbles 86%
Most brands’ sales
fell in nine months
amid auto slump

FRANKFURT—Volkswagen AG
reported an 86% drop in third-quar-
ter profit, fueled by declining sales
across nearly all of its auto brands.

Net income at Europe’s largest
car maker fell to €172 million ($255
million), or 43 cents a share, in the
quarter, from €1.2 billion, or €3.02
a share, a year earlier. Sales
slumped 10% to €26 billion from
€28.9 billion.

Some of the sharpest declines
have been at Volkswagen’s Spanish
SEAT and Czech Skoda brands.
SEAT saw a 17% drop in sales during
the year’s first nine months, while
Skoda’s fell 19%. Sales of WV-brand
cars fell 15% in the nine-month pe-
riod, helping trigger an 82% drop in
the brand’s operating profit to €335
million.

VW’s chief executive, Martin
Winterkorn, reiterated that he ex-
pects the car maker to continue to
expand its global market share and
outperform rivals. But he cautioned
that VW will be unable to escape
what remains the industry’s sever-
est downturn in decades.

”Volkswagen Group is holding its
own extremely well despite the ad-

verse conditions,” Mr. Winterkorn
said in a statement. “At the same
time, the trend in the automotive in-

dustry means that there is no rea-
son for premature optimism..”

VW reiterated that revenue and

sales this year are expected to come
in lower than in 2008 but that it
still expects to post a full-year
profit.

VW has steered through the in-
dustry gloom more successfully than
most rivals, thanks mainly to its
large presence in growing markets
like China and Brazil and relatively
small exposure to the troubled U.S.
market.

In addition, VW was one of the
biggest beneficiaries of state-backed
scrapping incentives, particularly on
its home turf in Germany. But sales
in Europe and the U.S. are expected
to fall sharply now that scrappage
programs in many markets including
the U.S. and Germany, have expired.

Net liquidity in Volkswagen’s au-
tomotive division was €13.4 billion
at the end of the third quarter, up
€5.4 billion from the end of 2008.

The company’s Audi AG premium
brand continued to be the biggest
contributor to earnings in the first
nine months of the year, with oper-
ating profit of €1.17 billion, com-
pared with €2.06 billion in the same
period in 2008.

Meanwhile, France’s Renault SA
said its third-quarter revenue fell
11% to €8.10 billion from €9.14 bil-
lion a year earlier despite a 0.8%
rise in its global sales. Renault,
France’s second-largest car company
after PSA Peugeot-Citroen SA , reaf-
firmed its full-year objectives of
achieving positive cash flow and in-
creasing market share in Europe.

BY CHRISTOPH RAUWALD

Source: the company

A hard sell
Revenue fell for all of Volkswagen's main brands in the first nine months of
the year. In billions of euros, percentage change from a year earlier

Core VW brand
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Workers fit components into a VW car body at a plant in Emden, Germany.

MAN’s profit sinks in weak truck market
FRANKFURT—German truck

maker and engineering company
MAN SE said the steep downturn in
the truck market all but wiped out
any third-quarter earnings, but
added that commercial-vehicle sales
are stabilizing at a low level.

“The cost-cutting measures we
initiated at an early stage are bear-
ing fruit and, together with the
strong order backlogs at diesel en-
gines and turbo machinery, are
helping us cope with the lean pe-
riod,” the Munich-based company
said.

MAN executives recently indi-
cated the company was targeting a
full-year profit, and Chief Executive
Hakan Samuelsson on Thursday told
reporters that business in the fourth

quarter is likely to be level with the
three previous quarters. In 2010,
sales and earnings are expected to
be roughly flat compared with 2009,
Mr. Samuelsson said.

MAN forecast industrial produc-
tion to “recover slowly over a pe-
riod of several years.” It expects the
recession to hurt the diesel-engines
and turbo-machinery business areas
in coming quarters but said “target
returns should be achieved due to
the high order backlog.”

In the third quarter, net profit
was €4 million ($6 million), down
from €298 million a year earlier, as
revenue fell 14% to €3.1 billion from
€3.61 billion. Operating profit
dropped to €134 million from €422
million a year earlier. While net
profit missed analyst expectations,
operating profit and revenue came

in higher than anticipated.
“The main driver of this positive

surprise was the newly acquired
MAN Latin America division, which
achieved an operating profit of €42
million versus the consensus expec-
tation of €29 million,” said Tim
Schuldt, an analyst for Equinet.

Because of the market trend in
South America, MAN Latin America
will continue to be a stable earnings
driver, MAN said.

Order intake, an important yard-
stick for future business, was down
13% from a year earlier at €2.7 bil-
lion, but up compared to the first
two quarters, thanks to the com-
pany’s diesel-engines business,
where orders rose 5% on the year.
However, orders for commercial ve-
hicles were at the previous quarters’
low level and MAN expects them to

remain at that level.
The company said its order in-

take after nine months totals €7.2
billion, off 40% from a year earlier.

MAN has navigated the industry
gloom better than most of its rivals
and avoided large-scale lay-offs
thanks to a solid order backlog and
a more diversified portfolio, which
includes turbo machines and large
diesel engines as well as commercial
vehicles. Meanwhile, there are signs
that the battered truck industry is
slowly gaining traction. Last week,
AB Volvo reported a fourth straight
quarterly loss, but said demand for
trucks appears to be firming up.
And Monday, Scania AB said the
downturn in Western European de-
mand has leveled off.

—Hilde Arends contributed
to this article.

BY CHRISTOPH RAUWALD

Tire maker Continental reports $1.53 billion loss
FRANKFURT—Continental AG

swung to a third-quarter loss,
largely on a €876 million impair-
ment charge related to the acquisi-
tion of Siemens AG’s VDO auto-elec-
tronics unit.

The company offered an optimis-
tic outlook, however.

“We have tackled weighty risks
to our bottom line,” Continental
Chief Executive Elmar Degenhart
said in a prepared statement. He
added that the company saw an im-
provement in the third quarter on
an operating level, thanks to cost-
cutting measures and “a slight re-
covery in the markets.”

The German auto-parts and tire
maker said it would likely book fur-
ther restructuring charges resulting

from its wide-ranging initiative to
scale back capacity, but nevertheless
expects “a significant year-on-year
improvement in sales and [earnings
before interest and tax] in the final
quarter.”

Investors welcomed the upbeat
remarks, and Continental shares
rose 14% to €39.38 ($57.95) in
Frankfurt.

Continental posted a quarterly
net loss of a €1.04 billion ($1.53 bil-
lion), compared with a year-earlier
net profit of €2.4 million.

Earnings before interest and tax
also fell into the red, reaching a
€912 million loss compared with a
year-earlier profit of €163 million.
The company’s closely watched ad-
justed Ebit rose to €413 million from
€319 million.

Revenue skidded to €5.34 billion

from €5.89 billion a year earlier.
Mr. Degenhart said the improved

operating results along with the im-
pairment charge to clean up finan-
cial risks bodes well for “refinancing
our indebtedness and…improving
our capital structures, both of which
endeavors we intend to conclude by
the end of the first quarter of 2010
at the very latest.”

Continental’s net debt stood at
€9.46 billion at the end of the third
quarter, €1.02 billion lower than at
the end of last year. Because of “in-
creasing capital expenditures in the
fourth quarter and the seasonally
atypical pattern in working capital
requirements of late,” the debt level
could go up again, the Hannover-
based company cautioned. It said it
still expects to be able to stick to its
covenants in the fourth quarter.

Continental and its dominant
shareholder, Schaeffler Group, are
burdened by combined debt of
about €20 billion after Schaeffler
built its stake in Continental, and
Continental acquired VDO.

Both companies were hit hard by
the sharp contraction in demand for
cars and trucks as manufacturers
slashed production amid the eco-
nomic downturn.

Continental plans to carry out a
capital increase of as much as €1.5
billion to gain financial leeway, and
to complete refinancing talks over a
tranche valued at €3.5 bil-
lion—which is due in August of next
year—by the end of the first quar-
ter.

Continental’s liquidity reserves
stood at €3.29 billion at the end of
the third quarter.

BY CHRISTOPH RAUWALD

Nissan aims
to slash cost
of electric cars

BEIJING—Nissan Motor Co.
Chief Executive Carlos Ghosn said
the Japanese auto maker aims to
overcome the high cost of making
advanced batteries and make its all-
electric cars price-competitive even
without government subsidies.

Mr. Ghosn, speaking to reporters
in the Chinese capital, gave a time
frame of about three years for the
cost-cutting effort, though he said
the price of oil would play a large
role in determining the effort’s suc-
cess.

“How long do we need govern-
ment incentives going to the con-
sumer?” Mr. Ghosn said. “We think
[such incentives] are necessary for
a period of time we estimate to be
three years.”

The executive said Nissan be-
lieves demand for all-electric bat-
tery cars is likely to keep increasing,
and that the resulting economies of
scale in producing batteries will al-
low Nissan and other companies to
significantly slash costs involved in
making electric cars. “Scale is abso-
lutely important,” he said.

Technological improvements are
also expected to help reduce the
cost of producing lithium-ion bat-
teries, high-power motors and other
new technologies needed to build
electric cars.

Nissan plans to make a big global
push for its line of battery cars,
starting in the second half of next
year with the Leaf, a hatchback it
plans to make available to corporate
fleet customers in the U.S., Europe
and Japan. It is staking its future on
all-electric battery cars even as its
rivals express skepticism over that
technology, at least over the short
to medium term.

Some competitors have chosen
to invest instead in plug-in electric
hybrid cars.

In China, Nissan said it plans to
test-market the Leaf in 2011 by mak-
ing it available to government agen-
cies and other fleet customers in the
city of Wuhan.

Initially, Nissan plans to make
the Leaf price-competitive with
comparable gas-fueled compact cars
by relying on government incentives
for private purchases and separating
the car’s battery from its purchase
price. Nissan executives have said
the company plans to lease the bat-
tery to Leaf buyers and charge them
a monthly payment comparable to
the monthly cost of gasoline for a
gas-fueled compact car.

One factor manufacturers of all-
electric cars can’t control, and
which is likely to have a profound
impact on demand for electric vehi-
cles, is the price of gasoline, Mr.
Ghosn said. However, he said he be-
lieves gasoline prices will remain
high in coming years and keep push-
ing up demand for cars powered by
alternative fuel sources.

“The higher the price of oil, the
faster” it will be to overcome the
high cost of building electric cars
because that would spur demand,
Mr. Ghosn said. Mr. Ghosn expects
electric vehicles to account for 10%
of overall global vehicles sales by
2020.

Mr. Ghosn said Nissan is plan-
ning to put in global capacity to
produce 500,000 battery packs a
year in the medium term. Many of
those batteries are going to be used
to produce electric cars by Nissan
and its alliance partner Renault SA.

BY NORIHIKO SHIROUZU
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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.

2.28% 2 DJ Global Index -a % % 217.13 1.32% 23.0% 4.27% 14 U.S. Select Dividend -b % % 608.45 1.22% –4.2%

1.88% 20 Global Dow 1199.20 0.71% 3.5% 1889.83 1.22% 19.5% 4.05% 17 Infrastructure 1338.00 0.77% –2.5% 1892.85 1.28% 12.6%

2.75% 47 Stoxx 600 241.70 1.85% 11.8% 267.53 2.23% 28.9% 1.51% 8 Luxury 818.00 2.43% 20.8% 1028.98 2.95% 39.5%

2.89% 36 Stoxx Large 200 258.60 1.74% 9.2% 284.68 2.12% 26.0% 6.17% 6 BRIC 50 406.00 0.94% 53.8% 574.39 1.46% 77.6%

2.12% -63 Stoxx Mid 200 224.20 2.17% 24.3% 246.78 2.55% 43.3% 2.86% 15 Africa 50 724.90 0.21% 9.8% 682.72 0.72% 26.8%

2.15% 150 Stoxx Small 200 142.30 2.83% 28.9% 156.51 3.21% 48.7% 3.29% 9 GCC % % 1453.73 –2.19% –17.3%

2.77% 40 Euro Stoxx 263.40 1.83% 13.7% 291.53 2.21% 31.1% 2.81% 17 Sustainability 783.30 1.16% 6.1% 981.36 1.67% 22.5%

2.89% 34 Euro Stoxx Large 200 279.60 1.72% 11.5% 307.50 2.09% 28.6% 2.26% 14 Islamic Market -a % % 1862.56 1.10% 24.4%

2.20% 76 Euro Stoxx Mid 200 248.70 2.05% 22.4% 273.39 2.43% 41.2% 2.60% 14 Islamic Market 100 1587.90 0.34% –0.6% 2016.38 0.85% 14.7%

2.26% -52 Euro Stoxx Small 200 158.00 3.07% 30.2% 173.59 3.45% 50.1% 2.60% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1388.60 2.67% 3.5% 1761.00 3.05% 19.4% 1.93% 19 DJ U.S. TSM % % 10872.84 1.77% 13.4%

3.96% 15 Euro Stoxx Select Div 30 1645.00 3.04% 16.5% 2094.19 3.43% 34.3% % DJ-UBS Commodity 125.00 1.76% –11.1% 134.26 1.96% 2.3%

*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 1.0937 1.8112 1.0730 0.1566 0.0375 0.1937 0.0120 0.2923 1.6209 0.2178 1.0218 ...

 Canada 1.0705 1.7727 1.0502 0.1533 0.0367 0.1896 0.0117 0.2861 1.5864 0.2131 ... 0.9787

 Denmark 5.0224 8.3171 4.9273 0.7192 0.1720 0.8896 0.0549 1.3423 7.4429 ... 4.6919 4.5920

 Euro 0.6748 1.1174 0.6620 0.0966 0.0231 0.1195 0.0074 0.1803 ... 0.1344 0.6304 0.6170

 Israel 3.7416 6.1960 3.6707 0.5358 0.1282 0.6628 0.0409 ... 5.5448 0.7450 3.4953 3.4209

 Japan 91.4200 151.3915 89.6890 13.0916 3.1314 16.1937 ... 24.4337 135.4799 18.2025 85.4033 83.5853

 Norway 5.6454 9.3488 5.5385 0.8084 0.1934 ... 0.0618 1.5088 8.3662 1.1240 5.2739 5.1616

 Russia 29.1950 48.3469 28.6422 4.1808 ... 5.1715 0.3194 7.8029 43.2655 5.8130 27.2736 26.6930

 Sweden 6.9831 11.5640 6.8509 ... 0.2392 1.2370 0.0764 1.8664 10.3486 1.3904 6.5235 6.3846

 Switzerland 1.0193 1.6880 ... 0.1460 0.0349 0.1806 0.0111 0.2724 1.5106 0.2030 0.9522 0.9319

 U.K. 0.6039 ... 0.5924 0.0865 0.0207 0.1070 0.0066 0.1614 0.8949 0.1202 0.5641 0.5521

 U.S. ... 1.6560 0.9811 0.1432 0.0343 0.1771 0.0109 0.2673 1.4819 0.1991 0.9342 0.9143

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 379.50 10.50 2.85% 707.00 302.00
Soybeans (cents/bu.) CBOT 987.00 16.50 1.70 1,315.00 794.00
Wheat (cents/bu.) CBOT 503.75 9.00 1.82 1,155.75 439.25
Live cattle (cents/lb.) CME 86.275 –0.650 –0.75% 116.900 83.400
Cocoa ($/ton) ICE-US 3,355 27 0.81 3,412 1,961
Coffee (cents/lb.) ICE-US 136.75 2.15 1.60 189.00 112.00
Sugar (cents/lb.) ICE-US 22.81 0.88 4.01 26.25 11.91
Cotton (cents/lb.) ICE-US 67.57 0.69 1.03 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,189.00 37 1.72 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,147 –6 –0.28 2,193 1,187
Robusta coffee ($/ton) LIFFE 1,455 17 1.18 1,955 1,295

Copper (cents/lb.) COMEX 302.95 9.90 3.38 378.00 131.15
Gold ($/troy oz.) COMEX 1047.10 16.60 1.61 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1665.50 41.50 2.56 2,200.00 740.00
Aluminum ($/ton) LME 1,936.50 –25.00 –1.27 2,093.00 1,288.00
Tin ($/ton) LME 15,005.00 65.00 0.44 15,700.00 9,750.00
Copper ($/ton) LME 6,454.00 –50.50 –0.78 6,695.00 2,815.00
Lead ($/ton) LME 2,320.00 50.00 2.20 2,459.50 870.00
Zinc ($/ton) LME 2,223.00 –38.00 –1.68 2,344.00 1,065.00
Nickel ($/ton) LME 18,500 unch. unch. 21,150 9,175

Crude oil ($/bbl.) NYMEX 79.87 2.41 3.11 146.86 22.50
Heating oil ($/gal.) NYMEX 2.0787 0.0575 2.84 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 2.0248 0.0430 2.17 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 5.062 –0.004 –0.08 12.750 4.340
Brent crude ($/bbl.) ICE-EU 78.04 2.18 2.87 149.27 45.99
Gas oil ($/ton) ICE-EU 651.00 19.25 3.05 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 29
Per In

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

Argentina peso-a 5.6629 0.1766 3.8213 0.2617

Brazil real 2.5730 0.3886 1.7363 0.5760

Canada dollar 1.5864 0.6304 1.0705 0.9342
1-mo. forward 1.5864 0.6304 1.0705 0.9342

3-mos. forward 1.5864 0.6304 1.0705 0.9342
6-mos. forward 1.5868 0.6302 1.0707 0.9339

Chile peso 787.88 0.001269 531.65 0.001881
Colombia peso 2964.42 0.0003373 2000.35 0.0004999

Ecuador US dollar-f 1.4819 0.6748 1 1
Mexico peso-a 19.5032 0.0513 13.1605 0.0760

Peru sol 4.2888 0.2332 2.8940 0.3455
Uruguay peso-e 30.380 0.0329 20.500 0.0488

U.S. dollar 1.4819 0.6748 1 1
Venezuela bolivar 3.18 0.314249 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6209 0.6170 1.0937 0.9143
China yuan 10.1188 0.0988 6.8281 0.1465

Hong Kong dollar 11.4856 0.0871 7.7504 0.1290
India rupee 69.9258 0.0143 47.1850 0.0212

Indonesia rupiah 14212 0.0000704 9590 0.0001043
Japan yen 135.48 0.007381 91.42 0.010939

1-mo. forward 135.46 0.007382 91.41 0.010940
3-mos. forward 135.41 0.007385 91.37 0.010944

6-mos. forward 135.30 0.007391 91.30 0.010953
Malaysia ringgit-c 5.0757 0.1970 3.4250 0.2920

New Zealand dollar 2.0241 0.4940 1.3658 0.7322
Pakistan rupee 123.669 0.0081 83.450 0.0120

Philippines peso 70.652 0.0142 47.675 0.0210
Singapore dollar 2.0718 0.4827 1.3980 0.7153

South Korea won 1760.11 0.0005681 1187.70 0.0008420
Taiwan dollar 48.156 0.02077 32.495 0.03077
Thailand baht 49.608 0.02016 33.475 0.02987

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

Euro zone euro 1 1 0.6748 1.4820

1-mo. forward 1.0001 0.9999 0.6748 1.4818

3-mos. forward 1.0003 0.9997 0.6750 1.4815

6-mos. forward 1.0009 0.9991 0.6754 1.4807

Czech Rep. koruna-b 26.375 0.0379 17.798 0.0562

Denmark krone 7.4429 0.1344 5.0224 0.1991

Hungary forint 271.76 0.003680 183.38 0.005453

Norway krone 8.3662 0.1195 5.6454 0.1771

Poland zloty 4.2363 0.2361 2.8586 0.3498

Russia ruble-d 43.266 0.02311 29.195 0.03425

Sweden krona 10.3486 0.0966 6.9831 0.1432

Switzerland franc 1.5106 0.6620 1.0193 0.9811

1-mo. forward 1.5103 0.6621 1.0191 0.9812

3-mos. forward 1.5097 0.6624 1.0187 0.9816

6-mos. forward 1.5085 0.6629 1.0179 0.9824

Turkey lira 2.2121 0.4521 1.4927 0.6699

U.K. pound 0.8949 1.1174 0.6039 1.6560

1-mo. forward 0.8951 1.1173 0.6040 1.6557

3-mos. forward 0.8953 1.1169 0.6041 1.6552

6-mos. forward 0.8956 1.1165 0.6044 1.6547

MIDDLE EAST/AFRICA
Bahrain dinar 0.5587 1.7900 0.3770 2.6527

Egypt pound-a 8.1107 0.1233 5.4730 0.1827

Israel shekel 5.5448 0.1803 3.7416 0.2673

Jordan dinar 1.0496 0.9528 0.7083 1.4119

Kuwait dinar 0.4236 2.3605 0.2859 3.4982

Lebanon pound 2234.04 0.0004476 1507.50 0.0006634

Saudi Arabia riyal 5.5576 0.1799 3.7502 0.2667

South Africa rand 11.4821 0.0871 7.7480 0.1291

United Arab dirham 5.4430 0.1837 3.6729 0.2723

SDR -f 0.9337 1.0710 0.6300 1.5872

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

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

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

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

 47 EUROPE DJ Stoxx 600 241.73 4.39 1.85% 22.8% 11.8%

 21 DJ Stoxx 50 2463.54 37.16 1.53 19.3% 8.8%

 40 Euro Zone DJ Euro Stoxx 263.42 4.73 1.83 18.2% 13.7%

 18 DJ Euro Stoxx 50 2824.78 46.32 1.67 15.2% 11.7%

 15 Austria ATX 2516.15 71.88 2.94 43.7% 31.8%

 14 Belgium Bel-20 2440.45 68.49 2.89 27.9% 19.4%

 12 Czech Republic PX 1129.6 –22.7 –1.97% 31.6% 30.7%

 18 Denmark OMX Copenhagen 307.61 1.41 0.46 36.0% 20.0%

 17 Finland OMX Helsinki 6038.62 89.46 1.50 11.8% –2.2%

 15 France CAC-40 3714.02 50.24 1.37 15.4% 9.0%

 19 Germany DAX 5587.45 91.18 1.66 16.2% 14.7%

 … Hungary BUX 20898.66 620.55 3.06 70.7% 52.7%

 17 Ireland ISEQ 2937.12 78.07 2.73 25.3% 6.0%

 12 Italy FTSE MIB 22772.56 456.95 2.05 17.0% 9.7%

 11 Netherlands AEX 309.65 6.36 2.10 25.9% 20.2%

 15 Norway All-Shares 387.70 11.31 3.00 43.5% 36.9%

 17 Poland WIG 38763.24 433.23 1.13 42.4% 38.2%

 16 Portugal PSI 20 8496.68 258.66 3.14 34.0% 35.8%

 … Russia RTSI 1377.16 8.39 0.61% 117.9% 81.5%

 11 Spain IBEX 35 11683.4 253.6 2.22 27.1% 32.4%

 15 Sweden OMX Stockholm 291.41 5.07 1.77 42.7% 43.9%

 14 Switzerland SMI 6351.27 71.33 1.14 14.8% 8.7%

 … Turkey ISE National 100 48906.95 Closed 82.1% 82.9%

 14 U.K. FTSE 100 5137.72 57.30 1.13 15.9% 19.7%

 36 ASIA-PACIFIC DJ Asia-Pacific 117.20 –1.71 –1.44% 25.2% 27.5%

 … Australia SPX/ASX 200 4574.7 –110.4 –2.36 22.9% 14.3%

 … China CBN 600 26083.62 –623.88 –2.34 76.7% 94.2%

 21 Hong Kong Hang Seng 21264.99 –496.59 –2.28 47.8% 48.4%

 18 India Sensex 16052.72 –230.77 –1.42 66.4% 77.5%

 … Japan Nikkei Stock Average 9891.10 –183.95 –1.83 11.6% 9.5%

 … Singapore Straits Times 2632.31 –16.67 –0.63 49.4% 46.1%

 11 South Korea Kospi 1585.85 –23.86 –1.48 41.0% 46.2%

 1 AMERICAS DJ Americas 279.77 5.88 2.15 23.7% 17.2%

 … Brazil Bovespa 63267.63 3105.32 5.16 68.5% 70.4%

 18 Mexico IPC 29246.64 575.74 2.01 30.7% 45.9%

*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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 29, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 24 ALL COUNTRY (AC) WORLD* 283.31 –2.14% 24.4% –3.9%

2.50% 25 World (Developed Markets) 1,108.97 –1.99% 20.5% –6.2%

2.30% 26 World ex-EMU 129.16 –1.86% 20.0% –6.6%

2.40% 28 World ex-UK 1,103.41 –1.97% 19.4% –6.4%

3.00% 26 EAFE 1,532.76 –1.84% 23.9% –1.3%

2.20% 19 Emerging Markets (EM) 916.64 –3.20% 61.7% 16.5%

3.50% 17 EUROPE 82.72 –1.95% 19.1% –7.6%

3.70% 19 EMU 175.01 –2.66% 23.2% –4.3%

3.30% 21 Europe ex-UK 91.07 –2.06% 17.4% –6.8%

4.10% 15 Europe Value 94.11 –2.23% 21.4% –7.1%

2.80% 19 Europe Growth 70.63 –1.66% 16.9% –8.1%

2.50% 18 Europe Small Cap 147.70 –3.34% 46.3% 2.0%

2.10% 10 EM Europe 257.12 –4.89% 61.9% –12.1%

3.80% 12 UK 1,511.03 –2.31% 14.9% 3.9%

2.70% 21 Nordic Countries 128.27 –1.86% 30.8% –3.3%

1.50% 9 Russia 688.56 –6.16% 67.0% –14.9%

2.90% 13 South Africa 676.54 –1.45% 16.9% 8.4%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 395.48 –2.41% 59.9% 22.4%

1.30% -41 Japan 550.59 –0.82% 3.9% –19.4%

2.00% 19 China 63.29 –2.12% 55.2% 37.9%

0.90% 20 India 651.84 –0.47% 76.5% 28.1%

0.80% 26 Korea 455.39 –2.50% 48.4% 13.8%

2.70% 415 Taiwan 273.42 –1.71% 57.7% 22.2%

1.90% 32 US BROAD MARKET 1,149.67 –2.23% 17.0% –10.3%

1.30% -17 US Small Cap 1,511.43 –3.57% 21.2% –11.7%

3.30% 15 EM LATIN AMERICA 3,668.31 –4.76% 76.6% 15.1%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at WSJ.com.
Also, receive emails that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Email.
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Euro’s strength hurts Airbus
Common currency cuts into revenue and increases costs

Airbus’s first delivery of an A380
super-jumbo jetliner to Air France
on Friday, which both companies
are likely to tout as a proud moment
for European industry, also drives
home a more troublesome message:
The pain being inflicted on euro-
zone producers by Europe’s common
currency.

Both Airbus, a unit of Franco-
German European Aeronautic De-
fence & Space Co., and Franco-
Dutch Air France-KLM SA operate
in euros. Their transaction, however,
was priced in U.S. dollars, the de
facto currency of the global aero-
space industry.

Since 2001, when Air France
agreed to buy 10 of the world’s big-
gest passenger jets, the euro has
climbed by more than 60% against
the dollar. That means Airbus, which
translates its finances into euros, is
pocketing significantly less revenue
per plane than it expected. And
since Airbus books most costs in eu-
ros, the currency swings go straight
to its bottom line.

“This situation is critical for a
company like EADS, which has costs
in euros and sales in dollars,” EADS
Chief Executive Louis Gallois re-
cently told a French parliamentary
committee. EADS estimates that a
10-cent drop in the dollar against

the euro wipes €1 billion ($1.47 bil-
lion) off earnings.

Air France’s new A380 is particu-
larly significant for Airbus, because
it is the first delivered to a euro-
zone customer. The previous 19 su-
per-jumbos went to Singapore Air-
lines, Dubai’s Emirates Airline and
Australia’s Qantas Airways Ltd. and
involved multiple currencies.

Airbus’s U.S. rival, Boeing Co.,
which sells and operates in dollars,
faces almost none of this margin
squeeze or currency risk. Air France
also suffers less than Airbus because
much of its revenue is in euros,
while expenses, such as fuel and
planes, are priced in dollars.

The euro’s strength has
prompted Airbus and other Euro-
pean suppliers to move beyond the
Continent. Air France’s A380 is
more than 50% American, based on
the value of its components, Airbus
says. That includes four U.S.-made
engines from a joint venture of Gen-
eral Electric Co. and the Pratt &
Whitney unit of United Technologies
Corp. The new long-range A350
model Airbus is developing will be
its first to source major structural
elements in the U.S., from Spirit
AeroSystems Inc. of Wichita, Kan.

Airbus isn’t the only European
company looking abroad. French
aerospace group Safran SA has
nearly doubled its staff outside the

euro zone since 2002, to 14,000 peo-
ple, as it has expanded operations in
the U.S., Mexico and Morocco. Com-
pany officials say this can help them
tap new labor pools, cut costs and
serve customers more quickly.

Even when Airbus buys from Eu-
ropean suppliers, it is increasingly
copying Boeing by requiring con-
tractors to price components in dol-
lars. That cuts Airbus’s currency risk
but squeezes smaller aerospace
companies.

“The major challenge is more in
Europe’s supply chain, where com-
panies have to face global competi-
tion,” said François Gayet, secre-
tary-general of the AeroSpace &
Defence Industries Association of
Europe. Safran, Airbus and other
European aerospace companies have
expanded overseas without cutting
jobs at home in recent years be-
cause the industry has been boom-
ing. But Mr. Gayet notes that while
this shift helps individual compa-
nies, Europe’s future competiveness
could suffer if it loses its current
global edge in highly skilled labor.

The best solution, Mr. Gayet
says, is to close the gap between the
euro and dollar. Mr. Gallois at EADS
has lobbied European Central Bank
President Jean-Claude Trichet on
the point for more than a year, ac-
cording to people familiar with the
talks. The euro hit an all-time high
above $1.60 in July 2008, then
plunged to $1.27 in February but re-
cently rebounded to near $1.50.
EADS covers some of Airbus’s expo-
sure with currency hedges and op-
tions, which secure future rates.

—David Pearson
contributed to this article.

BY DANIEL MICHAELS

Trimmed hedge
Airbus parent EADS's ability
to lock in favorable exchange
rates is diminishing
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$1.38*

EADS hedge rate
Average euro-dollar
exchange rate
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*Year to date
Sources: EADS, U.S. Federal Reserve,
European Central Bank
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Airbus plans Friday to
deliver its first A380
superjumbo to a European
customer, Air France.

Luxottica Net Drops 21%
MILAN—Eyewear maker Luxot-

tica SpA on Thursday reported a
21% fall in third-quarter net profit,
though it said markets in “several
countries have shown encouraging
signs of returning to growth.”

Luxottica, which makes eyewear
for fashion houses such as Prada
and Chanel and is the world’s top
eyewear maker by sales, said net
profit fell to €83.1 million ($122.3
million) in the quarter ended Sept.
30 from €104.6 million a year ear-
lier. Sales rose 0.9% to €1.22 billion.

“We believe that the worst is be-
hind us,” Chief Executive Officer An-
drea Guerra said in a statement.

Luxottica, which also owns the
LensCrafters retail chain, didn’t pro-
vide an outlook for the fourth quar-

ter or 2010, though it said it is opti-
mistic about the future, and that it
is “working to make sure that 2010
is again a normal year.”

Overall, the European market im-
proved for the second quarter in a
row, and the third quarter saw “sta-
bilization in International markets.”

The company said its free cash
flow was €207 million, while its
debt declined to €2.41 billion as of
Sept. 30 from €2.62 billion as of
June 30.

Claudia D’Arpizio, an analyst at
Bain, has forecast an 8% drop in the
overall luxury-goods market this
year, with a return to 1% growth
next year. The U.S., which accounts
for roughly one-third of luxury-
goods sales, remains the worst-hit
market. Bain sees U.S. luxury-goods
sales dropping 16% this year.

BY JENNIFER CLARK
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Brand New!!
161’ trinity (2009)

Contemporary Interior
See at Ft. Lauderdale Show

Call Bob for appt.
954 646-3090
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Critically Acclaimed
42 bedroom country inn/conference
center on 45 developable acres 2 hrs.
frommidtown NYC. Think adult
community; spa resort; private

estate. Visit Troutbeck.com, write
jim@skiberty.com

Marina Project
Majority interest conversion
project. Appraisal $21 M.

debt $8 M Conv. est $34 M.
Opptnv@yahoo.com

à As with all investments,
appropriate advice should

be obtained prior to
entering into any
binding contract. à

BUSINESS SERVICES

Financial Guarantees
For your project; deal and

structure flexibility.
We guarantee lowest costs.
$50MMminimum deal size.
Call (727) 916-7568 or e-mail

info@amerisure.com for details.

CAPITALWANTED

Amazing Opportunity!
Cancer Center in China
We are building a Government
licensed State-of-the art Cancer

center attached to a Hospital in Shanghai.
Need $8 MIL to complete .

Creative Deals Considered.
516-410-6291

TRAVEL
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AUCTIONS

Executive Travel Program

Guests and clients of 320
leading hotels receive
The Wall Street Journal
Europe daily, courtesy of

www.thinkmediaoutdoor.be
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/20 SAR 6.33 33.5 2.7 NS
EFG-Hermes Telecom OT EQ BMU 09/30 USD 29.73 16.0 –0.1 –8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/28 USD 343.71 40.0 63.1 5.0
Sel Emerg Mkt Equity GL EQ GGY 10/28 USD 200.01 52.7 72.3 –16.2
Sel Euro Equity EUR US EQ GGY 10/28 EUR 92.62 27.3 27.3 –22.2
Sel European Equity EU EQ GGY 10/28 USD 181.20 31.8 47.1 –22.2
Sel Glob Equity GL EQ GGY 10/28 USD 182.43 27.0 33.9 –20.8
Sel Glob Fxd Inc GL BD GGY 10/28 USD 141.73 9.9 14.9 –1.7
Sel Pacific Equity AS EQ GGY 10/28 USD 144.34 59.7 80.7 –12.3
Sel US Equity US EQ GGY 10/28 USD 117.27 16.4 13.1 –18.9
Sel US Sm Cap Eq US EQ GGY 10/28 USD 159.89 22.3 25.9 –20.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/28 EUR 28.37 8.2 –6.6 –42.3
MP-TURKEY.SI OT OT SVN 10/28 EUR 31.31 60.3 53.1 –22.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/28 EUR 3.49 66.2 16.3 –38.4
Parex Eastern Europ Bal OT OT LVA 10/28 EUR 13.24 54.3 35.2 –2.9
Parex Eastern Europ Bd EU BD LVA 10/28 USD 14.34 64.4 46.8 2.5
Parex Russian Eq EE EQ LVA 10/28 USD 19.00 119.4 149.0 –20.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 10/28 EUR 103.43 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/29 USD 161.00 45.2 67.0 –23.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/29 USD 153.44 44.2 65.6 –24.2
PF (LUX)-Biotech-Pca OT EQ LUX 10/28 USD 264.03 –7.4 –0.2 –13.7
PF (LUX)-CHF Liq-Pca CH MM LUX 10/28 CHF 124.22 0.2 0.4 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/28 CHF 93.76 0.2 0.4 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/28 USD 107.75 32.5 47.4 –11.9
PF (LUX)-East Eu-Pca EU EQ LUX 10/28 EUR 281.41 110.7 88.5 –24.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/29 USD 483.91 59.1 78.5 –21.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/28 EUR 94.60 23.7 22.3 –18.8
PF (LUX)-EUR Bds-Pca EU BD LUX 10/28 EUR 384.41 2.9 3.9 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/28 EUR 292.53 2.9 3.9 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/28 EUR 146.51 17.3 19.6 4.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/28 EUR 103.00 17.3 19.6 4.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/28 EUR 143.12 58.7 54.3 –1.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/28 EUR 82.97 58.7 54.2 –1.7
PF (LUX)-EUR Liq-Pca EU MM LUX 10/28 EUR 135.92 1.0 1.5 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/28 EUR 97.95 0.9 1.5 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/28 EUR 102.39 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/28 EUR 101.02 0.5 1.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/28 EUR 380.62 24.4 29.2 –23.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/28 EUR 124.70 23.3 21.4 –20.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/28 USD 240.61 27.0 52.8 9.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/28 USD 163.68 27.0 52.8 9.8
PF (LUX)-Gr China-Pca AS EQ LUX 10/29 USD 320.13 50.5 71.5 –19.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/29 USD 327.21 70.8 83.7 –20.0
PF (LUX)-Jap Index-Pca JP EQ LUX 10/29 JPY 8532.78 4.7 7.5 –25.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/29 JPY 7487.20 2.6 4.5 –30.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/29 JPY 7269.88 2.0 3.9 –30.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/29 JPY 4278.69 9.0 13.9 –25.9
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/28 USD 50.42 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/29 USD 257.24 62.5 71.5 –14.6
PF (LUX)-Piclife-Pca CH BA LUX 10/28 CHF 769.24 11.6 12.5 –6.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/28 EUR 57.82 31.0 22.0 –16.5
PF (LUX)-Rus Eq-Pca OT OT LUX 10/28 USD 57.55 152.0 156.9 NS
PF (LUX)-Security-Pca GL EQ LUX 10/28 USD 90.20 26.2 31.9 –13.6
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/28 EUR 424.64 30.1 31.7 –21.2
PF (LUX)-Timber-Pca OT OT LUX 10/28 USD 91.67 36.1 28.3 NS
PF (LUX)-US Eq-Ica US EQ LUX 10/28 USD 96.18 17.8 18.3 –14.8
PF (LUX)-USA Index-Pca US EQ LUX 10/28 USD 84.57 16.7 12.5 –16.4

PF (LUX)-USD Gov Bds-Pca US BD LUX 10/28 USD 513.71 –3.1 5.3 5.3
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/28 USD 376.95 –3.1 5.3 5.3
PF (LUX)-USD Liq-Pca US MM LUX 10/28 USD 131.02 0.6 0.9 1.9
PF (LUX)-USD Liq-Pdi US MM LUX 10/28 USD 85.55 0.6 0.9 1.9
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/28 USD 101.56 0.3 0.7 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/28 USD 100.84 0.2 0.7 NS
PF (LUX)-Water-Pca GL EQ LUX 10/28 EUR 111.70 8.4 5.9 –16.4
PF (LUX)-WldGovBds-Pca GL BD LUX 10/29 USD 168.10 2.0 13.0 7.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/29 USD 139.14 2.0 13.0 7.8

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 10/28 USD 11.88 51.5 50.4 –11.4
Japan Fund USD JP EQ IRL 10/29 USD 16.11 9.7 40.3 –5.5
Polar Healthcare Class I USD OT OT IRL 10/28 USD 11.92 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/28 USD 11.91 NS NS NS

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/28 USD 113.15 111.0 71.7 –4.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/28 EUR 659.78 17.1 20.0 –20.1
Core Eurozone Eq B EU EQ IRL 10/28 EUR 778.64 18.4 21.5 NS
Euro Fixed Income A EU BD IRL 10/28 EUR 1228.65 8.5 7.6 –1.7
Euro Fixed Income B EU BD IRL 10/28 EUR 1310.31 9.1 8.3 –1.1
Euro Small Cap A EU EQ IRL 10/28 EUR 1123.84 32.6 27.7 –24.5
Euro Small Cap B EU EQ IRL 10/28 EUR 1202.56 33.2 28.5 –24.0
Eurozone Agg Eq A EU EQ IRL 10/28 EUR 611.82 23.1 28.2 –22.2
Eurozone Agg Eq B EU EQ IRL 10/28 EUR 878.33 23.7 29.0 –21.7
Glbl Bd (EuroHdg) A GL BD IRL 10/28 EUR 1363.98 13.9 15.3 2.5
Glbl Bd (EuroHdg) B GL BD IRL 10/28 EUR 1446.20 14.5 16.0 3.2
Glbl Bd A EU BD IRL 10/28 EUR 1077.66 9.9 4.5 2.6
Glbl Bd B EU BD IRL 10/28 EUR 1146.52 10.5 5.1 3.2
Glbl Real Estate A OT EQ IRL 10/28 USD 830.58 24.6 26.7 –23.7
Glbl Real Estate B OT EQ IRL 10/28 USD 855.39 25.2 27.5 –23.2
Glbl Real Estate EH-A OT EQ IRL 10/28 EUR 741.64 18.2 17.0 –24.8
Glbl Real Estate SH-B OT EQ IRL 10/28 GBP 69.79 17.7 16.7 –24.4
Glbl Strategic Yield A EU BD IRL 10/28 EUR 1549.81 37.1 37.7 1.1
Glbl Strategic Yield B EU BD IRL 10/28 EUR 1656.78 37.8 38.5 1.7
Japan Equity A JP EQ IRL 10/28 JPY 11422.75 10.5 22.9 –25.0
Japan Equity B JP EQ IRL 10/28 JPY 12162.08 11.1 23.6 –24.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/28 USD 2164.59 68.3 93.0 –12.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/28 USD 2307.65 69.1 94.2 –12.2
Pan European Eq A EU EQ IRL 10/28 EUR 898.83 25.1 27.5 –21.1
Pan European Eq B EU EQ IRL 10/28 EUR 957.16 25.7 28.3 –20.6
US Equity A US EQ IRL 10/28 USD 817.70 22.2 17.2 –17.6
US Equity B US EQ IRL 10/28 USD 874.56 22.8 17.9 –17.1
US Small Cap A US EQ IRL 10/28 USD 1172.66 16.6 19.3 –20.2
US Small Cap B US EQ IRL 10/28 USD 1255.03 17.2 20.0 –19.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/29 EUR 13.91 –1.6 5.9 9.5
Asset Sele C H-CHF OT OT LUX 10/29 CHF 96.53 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/29 GBP 97.61 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/29 JPY 9693.33 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/29 NOK 111.50 –0.9 7.9 NS
Asset Sele C H-SEK OT OT LUX 10/29 SEK 139.62 –2.1 6.2 9.9
Asset Sele C H-USD OT OT LUX 10/29 USD 97.50 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/29 SEK 131.03 –2.1 6.1 NS
Choice Global Value -C- GL EQ LUX 10/29 SEK 71.60 19.0 16.8 –25.1
Choice Global Value -D- OT OT LUX 10/29 SEK 68.60 19.0 16.7 –25.1
Choice Global Value -I- OT OT LUX 10/29 EUR 6.19 27.3 13.5 –28.5
Choice Japan Fd -C- OT OT LUX 10/29 JPY 46.25 2.9 7.2 –26.9
Choice Japan Fd -D- OT OT LUX 10/29 JPY 41.59 2.9 7.2 –26.9
Choice Jpn Chance/Risk JP EQ LUX 10/29 JPY 48.88 9.1 13.0 –29.4
Choice NthAmChance/Risk US EQ LUX 10/29 USD 3.70 32.1 25.7 –16.7
Ethical Europe Fd OT OT LUX 10/29 EUR 1.86 24.2 14.6 –24.2
Europe 1 Fd OT OT LUX 10/29 EUR 2.67 28.0 17.8 –24.0
Europe 3 Fd EU EQ LUX 10/29 EUR 3.80 24.3 13.4 –25.1
Global Chance/Risk Fd GL EQ LUX 10/29 EUR 0.55 18.0 6.4 –19.4
Global Fd -C- OT OT LUX 10/29 USD 2.04 22.3 21.6 –19.2

Global Fd -D- OT OT LUX 10/29 USD 1.27 22.3 NS NS
Nordic Fd OT OT LUX 10/29 EUR 5.28 31.7 34.5 –14.4

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/29 USD 6.99 54.2 84.7 –17.2
Choice Asia ex. Japan -D- OT OT LUX 10/29 USD 1.23 54.2 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/29 EUR 10.40 –4.7 –5.1 0.5
Currency Alpha EUR -RC- OT OT LUX 10/29 EUR 10.31 –5.1 –5.6 0.1
Currency Alpha SEK -ID- OT OT LUX 10/29 SEK 96.67 –8.5 –9.0 NS
Currency Alpha SEK -RC- OT OT LUX 10/29 SEK 106.22 –5.1 –5.6 0.1
Generation Fd 80 OT OT LUX 10/29 SEK 7.43 16.4 17.9 –13.4
Nordic Focus EUR NO EQ LUX 10/29 EUR 72.79 45.9 35.8 NS
Nordic Focus NOK NO EQ LUX 10/29 NOK 76.06 45.9 35.8 NS
Nordic Focus SEK NO EQ LUX 10/29 SEK 80.63 45.9 35.8 NS
Russia Fd OT OT LUX 10/29 EUR 8.07 141.9 113.5 –17.6

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/29 USD 1.69 21.7 16.3 –17.4
Ethical Glbl Fd -C- OT OT LUX 10/29 USD 0.80 18.5 16.6 NS
Ethical Glbl Fd -D- OT OT LUX 10/29 USD 0.78 29.7 26.7 –17.4
Ethical Sweden Fd NO EQ LUX 10/29 SEK 40.07 45.3 55.4 –6.5
Index Linked Bd Fd SEK OT BD LUX 10/29 SEK 13.13 3.1 6.2 4.8
Medical Fd OT EQ LUX 10/29 USD 3.04 6.0 6.4 –10.8
Short Medium Bd Fd SEK NO MM LUX 10/29 SEK 8.81 1.1 1.9 2.4
Technology Fd -C- OT OT LUX 10/29 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 10/29 USD 2.32 48.7 38.6 –11.6
World Fd -C- OT OT LUX 10/29 USD 28.15 NS NS NS
World Fd -D- OT OT LUX 10/29 USD 2.13 33.2 36.3 –11.4

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/29 EUR 1.27 0.0 0.6 1.0
Short Bond Fd EUR -D- OT OT LUX 10/29 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/29 SEK 21.95 1.8 2.7 2.6
Short Bond Fd USD US MM LUX 10/29 USD 2.49 –0.3 0.1 1.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/22 SEK 10.34 2.8 3.9 0.8
Alpha Bond Fd SEK -B- NO BD LUX 10/22 SEK 8.95 2.8 3.9 0.8
Alpha Bond Fd SEK -C- NO BD LUX 10/23 SEK 25.85 2.5 3.4 0.6
Alpha Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.05 2.5 3.4 0.6
Alpha Short Bd SEK -A- NO MM LUX 10/22 SEK 11.09 2.6 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/22 SEK 10.14 2.6 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/23 SEK 21.68 2.5 3.6 2.9
Alpha Short Bd SEK -D- NO MM LUX 10/23 SEK 8.21 2.5 3.6 2.9
Bond Fd SEK -C- NO BD LUX 10/29 SEK 42.69 2.7 7.3 6.5
Bond Fd SEK -D- NO BD LUX 10/29 SEK 12.40 2.8 7.3 5.9
Corp. Bond Fd EUR -C- EU BD LUX 10/29 EUR 1.26 15.3 17.7 2.5
Corp. Bond Fd EUR -D- EU BD LUX 10/29 EUR 0.96 15.4 17.3 2.3
Corp. Bond Fd SEK -C- NO BD LUX 10/29 SEK 12.48 16.2 19.2 1.1
Corp. Bond Fd SEK -D- NO BD LUX 10/29 SEK 9.44 16.2 19.2 1.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/29 EUR 103.56 –0.3 8.0 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/29 EUR 107.90 4.2 12.8 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/29 SEK 1112.10 4.2 12.8 NS
Flexible Bond Fd -C- NO BD LUX 10/29 SEK 21.36 2.4 4.6 4.3
Flexible Bond Fd -D- NO BD LUX 10/29 SEK 11.68 2.4 4.6 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/29 USD 2.51 63.3 84.8 –15.6
Eastern Europe Fd OT OT LUX 10/29 EUR 2.39 40.3 35.5 –22.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/29 SEK 27.67 64.8 93.0 –14.9
Eastern Europe SmCap Fd OT OT LUX 10/29 EUR 2.41 84.9 50.9 –22.2
Europe Chance/Risk Fd EU EQ LUX 10/29 EUR 984.33 29.1 18.6 –26.0
Listed Private Equity -C- OT OT LUX 10/29 EUR 120.19 45.9 –7.2 NS
Listed Private Equity -IC- OT OT LUX 10/29 EUR 70.90 71.6 9.3 NS
Listed Private Equity -ID- OT OT LUX 10/29 EUR 68.77 66.7 6.1 NS
Nordic Small Cap -C- OT OT LUX 10/28 EUR 125.64 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/28 EUR 125.95 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/29 SEK 78.46 –2.0 –7.1 –15.5
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/29 EUR 99.97 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/29 SEK 99.99 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/29 USD 101.13 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/29 SEK 71.68 –2.0 –7.1 –16.7
Asset Sele Opp C H NOK OT OT LUX 10/29 NOK 102.46 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/29 SEK 101.28 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/29 EUR 102.21 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/29 GBP 102.13 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/29 SEK 102.05 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/29 EUR 101.64 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/29 GBP 101.98 NS NS NS

Asset Sele Original ID GBP OT OT LUX 10/29 GBP 101.66 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/22 USD 1110.35 18.1 –9.1 –16.6
MENA Special Sits Fund OT OT BMU 09/30 USD 1139.93 17.4 14.2 NS
UAE Blue Chip Fund OT OT ARE 10/22 AED 6.67 45.3 –8.5 –17.3

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 10/28 EUR 28.88 1.8 4.2 –0.7
Bonds Eur Corp A OT OT LUX 10/27 EUR 23.05 11.2 16.2 1.8
Bonds Eur Hi Yld A OT OT LUX 10/27 EUR 20.46 53.9 49.8 –3.2
Bonds EURO A OT OT LUX 10/27 EUR 41.14 4.2 8.7 5.3
Bonds Europe A OT OT LUX 10/28 EUR 39.18 3.4 6.9 4.3
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 10/27 USD 36.74 16.5 19.6 8.7
Bonds World A OT OT LUX 10/28 USD 43.03 8.0 18.3 8.4
Eq. China A OT OT LUX 10/28 USD 22.97 53.7 101.6 –23.3
Eq. ConcentratedEuropeA OT OT LUX 10/28 EUR 25.24 22.5 35.1 –22.2
Eq. Eastern Europe A OT OT LUX 10/28 EUR 21.30 61.2 59.2 –30.3
Eq. Equities Global Energy OT OT LUX 10/28 USD 17.57 23.3 31.3 –15.3
Eq. Euroland A OT OT LUX 10/28 EUR 10.17 11.0 19.8 –24.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/27 EUR 17.01 23.8 41.4 –18.6
Eq. EurolandFinancialA OT OT LUX 10/27 EUR 11.65 38.3 35.0 –22.3
Eq. Glbl Emg Cty A OT OT LUX 10/28 USD 9.14 52.9 78.2 –19.1
Eq. Global A OT OT LUX 10/28 USD 26.30 25.0 31.3 –18.4
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/28 USD 27.34 30.7 134.9 –5.7
Eq. Japan Sm Cap A OT OT LUX 10/28 JPY 1103.32 21.8 38.5 –24.6
Eq. Japan Target A OT OT LUX 10/29 JPY 1671.48 6.8 16.6 –12.5
Eq. Pacific A OT OT LUX 10/28 USD 9.89 54.9 78.0 –18.9
Eq. US ConcenCore A OT OT LUX 10/27 USD 21.27 31.0 39.8 –11.1
Eq. US Lg Cap Gr A OT OT LUX 10/27 USD 14.44 34.0 40.8 –16.9
Eq. US Mid Cap A OT OT LUX 10/28 USD 26.94 34.4 39.5 –19.2
Eq. US Multi Strg A OT OT LUX 10/27 USD 20.25 26.8 33.6 –17.6
Eq. US Rel Val A OT OT LUX 10/27 USD 19.66 26.6 31.6 –19.1
Eq. US Sm Cap Val A OT OT LUX 10/28 USD 14.66 13.3 6.8 –27.0
Eq. US Value Opp A OT OT LUX 10/27 USD 15.55 20.0 21.2 –24.1
Money Market EURO A OT OT LUX 10/27 EUR 27.38 0.9 1.6 3.0
Money Market USD A OT OT LUX 10/27 USD 15.83 0.5 0.9 2.1

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/29 JPY 8974.00 4.3 9.5 –32.2
YMR-N Small Cap Fund OT OT IRL 10/29 JPY 7104.00 10.7 24.7 –29.9

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/29 JPY 6027.00 2.1 3.6 –31.9
Yuki 77 Growth JP EQ IRL 10/29 JPY 5665.00 –4.2 –8.8 –37.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/29 JPY 6539.00 4.8 4.8 –31.0
Yuki Chugoku JpnLowP JP EQ IRL 10/29 JPY 7798.00 –4.8 6.1 –28.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/29 JPY 4439.00 –2.4 –2.6 –33.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/29 JPY 5066.00 –4.0 –3.1 –27.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/29 JPY 5199.00 10.5 23.9 –27.1

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/29 JPY 4224.00 –0.6 –4.5 –36.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/29 JPY 4597.00 2.3 –2.8 –36.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/29 JPY 6495.00 6.5 3.4 –31.8
Yuki Mizuho Jpn Gen OT OT IRL 10/29 JPY 8279.00 3.2 2.8 –32.4
Yuki Mizuho Jpn Gro OT OT IRL 10/29 JPY 6207.00 –0.7 5.6 –34.3
Yuki Mizuho Jpn Inc OT OT IRL 10/29 JPY 7307.00 –8.1 –6.5 –30.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/29 JPY 4954.00 –0.6 –1.9 –31.2
Yuki Mizuho Jpn LowP OT OT IRL 10/29 JPY 11711.00 3.3 15.5 –24.8
Yuki Mizuho Jpn PGth OT OT IRL 10/29 JPY 7862.00 2.9 4.9 –34.9
Yuki Mizuho Jpn SmCp OT OT IRL 10/29 JPY 7266.00 18.5 31.3 –29.6
Yuki Mizuho Jpn Val Sel OT OT IRL 10/29 JPY 5617.00 8.2 14.5 –26.8
Yuki Mizuho Jpn YoungCo OT OT IRL 10/29 JPY 3002.00 25.8 32.9 –34.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/29 JPY 5211.00 2.2 1.3 –34.6
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 09/30 USD 1588.41 64.0 59.5 NS

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 10/16 GBP 1.07 13.8 NS NS
Global Absolute EUR OT OT NA 10/16 EUR 1.55 12.0 NS NS
Global Absolute USD OT OT GGY 10/16 USD 1.98 12.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 10/16 EUR 88.51 16.0 NS NS
Special Opp Inst EUR OT OT CYM 10/16 EUR 83.62 16.5 NS NS
Special Opp Inst USD OT OT CYM 10/16 USD 95.06 17.8 NS NS
Special Opp USD OT OT CYM 10/16 USD 93.24 17.2 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 10/16 CHF 110.52 10.7 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 10/16 GBP 131.64 11.7 NS NS
GH Fund Inst USD OT OT JEY 10/16 USD 111.34 12.8 NS NS

GH FUND S EUR OT OT CYM 10/16 EUR 127.21 12.5 NS NS
GH FUND S GBP OT OT JEY 10/16 GBP 131.91 12.1 NS NS
GH Fund S USD OT OT CYM 10/16 USD 149.45 13.2 NS NS
GH Fund USD OT OT GGY 10/16 USD 273.08 12.0 NS NS
Hedge Investments OT OT JEY 10/16 USD 139.44 12.6 NS NS
Leverage GH USD OT OT GGY 10/16 USD 119.98 23.0 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 10/16 CHF 93.19 10.9 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 10/16 EUR 101.23 12.0 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 10/16 GBP 109.21 12.7 NS NS
MultiAdv Arb S EUR OT OT CYM 10/16 EUR 107.98 12.8 NS NS
MultiAdv Arb S GBP OT OT CYM 10/16 GBP 113.09 13.4 NS NS
MultiAdv Arb S USD OT OT CYM 10/16 USD 123.60 14.1 NS NS
MultiAdv Arb USD OT OT GGY 10/16 USD 191.03 13.2 NS NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 10/16 EUR 99.01 11.6 NS NS
Asian AdvantEdge OT OT JEY 10/16 USD 181.99 12.3 NS NS
Emerg AdvantEdge OT OT JEY 10/16 USD 168.70 20.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 10/16 EUR 93.77 19.4 NS NS
Europ AdvantEdge EUR OT OT JEY 10/16 EUR 134.77 16.9 NS NS
Europ AdvantEdge USD OT OT JEY 10/16 USD 143.30 17.4 NS NS
Real AdvantEdge EUR OT OT NA 10/16 EUR 109.03 10.3 NS NS
Real AdvantEdge USD OT OT NA 10/16 USD 109.27 10.7 NS NS
Trading Adv JPY OT OT NA 10/16 JPY 9801.84 NS NS NS
Trading AdvantEdge OT OT GGY 10/16 USD 148.80 –1.9 NS NS
Trading AdvantEdge EUR OT OT GGY 10/16 EUR 135.18 –1.8 NS NS
Trading AdvantEdge GBP OT OT GGY 10/16 GBP 142.61 –2.0 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 09/30 EUR 194.95 NS NS NS
Integrated European Fd EUR OT OT CYM 07/31 EUR 151.81 1.9 –2.7 –0.7
Integrated Multi St N EUR OT OT VGB 07/31 EUR 99.08 NS NS NS
Integrated Multi St N GBP OT OT VGB 07/31 GBP 99.21 NS NS NS
Integrated Multi St N USD OT OT VGB 07/31 USD 99.39 NS NS NS

Integrated Strategic Fund-MS Z EUR OT OT VGB 07/31 EUR 100.07 NS NS NS

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/23 USD 362.59 88.7 64.0 –32.8

Antanta MidCap Fund EE EQ AND 10/23 USD 656.78 126.6 33.6 –37.7

Meriden Opps Fund GL OT AND 10/21 EUR 68.50 –21.3 –26.9 NS

Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

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

Key Europe Long/Short EUR -RC- OT OT LUX 09/30 EUR 91.15 7.7 1.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 09/30 EUR 101.20 11.6 7.9 NS

Key Hedge EUR-RC- OT OT LUX 09/30 EUR 100.55 11.2 7.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 09/30 EUR 95.70 12.9 5.1 NS
Key Market Independent II SEK -I- OT OT LUX 09/30 SEK 92.92 13.1 4.9 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 09/30 EUR 87.81 10.3 –4.1 NS
Key Recovery -RC- OT OT LUX 09/30 EUR 87.17 9.9 –4.7 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 10/27 USD 40.95 –45.1 –32.5 3.4
Superfund GCT USD* OT OT LUX 10/27 USD 2156.00 –35.5 –26.9 2.4
Superfund Green Gold A (SPC) OT OT CYM 10/27 USD 918.33 –14.8 –3.2 13.9
Superfund Green Gold B (SPC) OT OT CYM 10/27 USD 892.68 –26.6 –12.6 12.0
Superfund Q-AG* OT OT AUT 10/27 EUR 6380.00 –23.0 –13.8 4.8

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

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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P&G CEO may boot some brands
Acquisitions eyed;
profit slipped 1.2%
in latest quarter

Procter & Gamble Co.’s new
chief is ready to deal.

Facing mounting pressure to
boost sliding sales and recalibrate
his company, P&G Chief Executive
Robert McDonald is stepping up the
hunt for candidates to buy or sell,
people close to the company said.

Since becoming CEO in July, Mr.
McDonald has been trying to shake
up P&G’s slow, process-heavy cul-
ture. He has increased scrutiny of
P&G brands including Braun small
appliances, Iams pet food, Duracell
batteries and Pringles potato snacks.
While those businesses have long
been considered extraneous to P&G’s
focus on beauty, health and nonfood
household staples, Mr. McDonald
now is presenting an ultimatum: The
leaders of those businesses must
prove their brands’ prospects or
face a sale.

The division heads have been
“pushed to perform better and make
the case for more investment,” ac-
cording to one of the people familiar
with the situation, who said the im-
plication was that those divisions
could be divested “if they don’t im-
prove results soon.”

Meanwhile, P&G has looked at
the consumer-products portfolio of
Schering-Plough, which is merging
with Merck & Co., as well as that of
Wyeth, which was just acquired by
Pfizer Inc. Another possibility:
Beauty-products maker Alberto-Cul-
ver Co. It’s unclear, however,
whether those companies would
choose to sell.

P&G is getting closer to a deal to
acquire Sara Lee Corp.’s interna-
tional household-products unit, par-
ticularly its Ambi Pur air fresheners,
which are popular in Europe, people
familiar with the matter said.

Pfizer, Alberto-Culver and Sara
Lee declined to comment.

A P&G spokesman said, “We will
continue to closely monitor our
brand portfolio.”

P&G Thursday reported that its
earnings fell 1.2% for its fiscal first
quarter, but it raised projections for
the year, a sign that efforts to boost
sales may be starting to pay off. P&G
in September said it was cutting
prices and increasing promotions
across nearly 10% of its household
brands in a bid to increase volume
sales and its market share.

Procter & Gamble posted earn-
ings of $3.31 billion, or $1.06 a
share, for the quarter ended Sept.
30, down from $3.35 billion, or $1.03
a share, a year earlier. The company
had projected earning 95 cents to $1
a share. Per-share results rose as the
number of shares outstanding fell.
Earnings from continuing operations
edged up to 97 cents a share from
96 cents.

Revenue declined 6% to $19.81
billion. P&G’s closely watched “or-
ganic” sales growth, which excludes
the effect of divestitures, acquisi-
tions and exchange rates, rose 2%.
Gross margins widened to 52.6%
from 49.7% on price increases and
lower costs.

For fiscal 2010, P&G increased its
expectations for organic sales
growth by one percentage point to a
range of 2% to 4%.

Penny-pinching shoppers in-
creasingly have forgone P&G’s pre-
mium-priced staples, which can cost
more than twice as much as compet-
ing brands, especially retailers’ pri-

vate-label goods. Many of P&G’s
high-end brands, including Tide de-
tergent, Downy fabric softener and
Dawn dish soap, have lost market
share, pulling down P&G’s overall
sales and profits.

Acquiring faster-growing busi-
nesses, especially for its household-
cleaning and beauty divisions, would
allow P&G to buy its way back to
sales gains, people close to the com-
pany say.

Some analysts insist that improv-
ing P&G’s mega brands is the only
way to turn around overall results.
The company has 23 brands that
each garner more than $1 billion in
annual sales. They account for 69%
of P&G’s total sales and about 75% of
profits, according to estimates by
Deutsche Bank analyst Bill Schmitz.

Last month, Mr. McDonald as-
sured investors that the company
was “in touch with reality,” and de-
tailed for investors his plans to reig-
nite growth, including price cuts,
overseas expansion and creating
more low-cost products.

Instead of spending several
months evaluating where to make
changes, as would be the norm at
P&G, Mr. McDonald aims to “get
more aggressive and do deals that
will enhance what the company
has,” said one person familiar with
the matter.

A more aggressive deal-making
stance from P&G could shake up the

entire consumer-products segment.
With consumers pulling back on
spending, a growing number of
these companies are contemplating
mergers, say consumer-product
bankers.

Duracell—which P&G acquired
when it bought Gillette in 2005—has
been considered a questionable fit in
P&G’s cupboard because of its expo-
sure to cheap private-label batteries
and fluctuating commodity costs.

P&G has shopped Duracell to po-
tential buyers, but so far no deal has
emerged, according to a person
close to the matter. Duracell will
post about $2.5 billion in sales for
the fiscal year ending June 30, ac-
cording to Sanford Bernstein analyst
Ali Dibadj.

Iams, with about $1.8 billion in
sales according to Mr. Dibadj, has
struggled to improve its margins
amid fluctuating commodity costs.
As one of the most expensive brands
in the pet-food aisle, Iams has been
a tougher sell in the recession and
its market share has slipped.

Braun, with annual sales esti-
mated at $1.3 billion, is also deemed
outside of P&G’s core businesses.
Like Duracell, the brand came along
with the acquisition of Gillette.

P&G executives have been exam-
ining Braun’s technologies to see if
they can be applied to other prod-
ucts, such as facial cleansers or de-
pilatories.

BY JEFFREY MCCRACKEN
AND ELLEN BYRON
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AstraZeneca settles U.S. Seroquel probe

LONDON—AstraZeneca PLC got
a boost from pandemic-flu-vaccine
sales in the third quarter, and said it
has reached an agreement “in prin-
ciple” to settle a U.S. investigation
into the company’s marketing of
schizophrenia drug Seroquel for
$520 million.

The U.S. Attorney’s Office in
Philadelphia has been leading an in-
vestigation into AstraZeneca’s mar-
keting of Seroquel, including allega-
tions that the company promoted
the drug for uses for which it isn’t
approved by the Food and Drug Ad-
ministration, the company said
Thursday.

The investigation has also scruti-
nized “selected physicians who par-
ticipated in clinical trials involving
Seroquel,” the company said, adding
that the investigations are the sub-
ject of two sealed whistleblower
lawsuits filed under the False
Claims Act.

A spokeswoman for the U.S. At-
torney’s Office declined to comment.

AstraZeneca said it reached the
“agreement in principle” in Septem-
ber to resolve the investigations for
$520 million, “subject to the negoti-
ation and finalization of appropriate
implementing agreements, including
civil settlement agreements and a
corporate integrity agreement.”

Because of this, the company
said it has increased its legal provi-
sions to $538 million for the first
nine months of the year.

In a conference call with report-
ers, AstraZeneca Chief Financial Of-
ficer Simon Lowth declined to com-
ment further on the investigations,
or to say whether the company was
admitting any wrongdoing as part
of the settlement.

A number of drug companies
have reached large settlements in
recent months with U.S. investiga-
tors probing marketing practices.

Pfizer Inc. recently reached a
$2.3 billion settlement over its pro-
motion of various drugs, while Eli

Lilly & Co. earlier reached a $1.4 bil-
lion settlement over its marketing
of the schizophrenia drug Zyprexa,
which is similar to AstraZeneca’s
Seroquel.

AstraZeneca said net profit rose
22% in the third quarter to $2.12
billion from $1.73 billion a year ear-
lier, while revenue increased 5.4% to
$8.2 billion from $7.78 billion.

The company, which started de-
livering H1N1 vaccine to the U.S. in
September, booked $152 million of
swine-flu vaccine sales in the quar-
ter, and said it was on track to de-
liver all 40 million doses the U.S.
government has ordered by early
next year.

The vaccine is administered
through a nasal spray.

Revenue was also boosted by hy-
pertension drug Toprol XL, which
has experienced a revival after ge-
neric competitors withdrew from
the market.

The drug’s sales doubled to $414
million.

While other vaccine makers

struggle with production problems
that have led to delays in H1N1 vac-
cine delivery, AstraZeneca has expe-
rienced few hitches, because it uses
a different production process that
has proved more successful.

The company on Thursday reiter-
ated that it has the capacity to make
more doses, but not as a nasal
spray, because it has limited sup-
plies of sprayers.

AstraZeneca said it is still talk-
ing to the U.S. Food and Drug Ad-
ministration about other ways to
deliver the vaccine.

Mr. Lowth said the company has
the capacity to make as many as
200 million doses—but 40 million is
the upper limit as a nasal spray.

He said the company is talking to
the U.S. Food and Drug Administra-
tion about getting its agreement to
deliver the vaccine some other way.

The company earlier said it was
exploring the possibility of using a
dropper.

—Peter Loftus in Philadelphia
contributed to this article.

BY JEANNE WHALEN
AND JASON DOUGLAS
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BRIEFS
Alstom SA

First-half net rises 6.6%;
pickup in orders is expected

French power-station-equipment
and train maker Alstom SA said
Thursday that its fiscal first-half net
profit increased 6.6%, helped by cost
cuts, and added that it expects or-
ders to pick up in the second half.
Chief Executive Patrick Kron said he
believes the first half of Alstom’s
fiscal year, the six months ended
Sept. 30, will prove to have been a
low point for overall orders. Despite
the falling orders, Alstom’s net
profit rose to €562 million ($827.1
million) from €527 million a year
earlier, as it worked through a large
backlog of orders and trimmed ex-
penses. Orders received in the fiscal
first half fell 54% to €7.13 billion
from €15.4 billion a year earlier.

France Télécom SA

France Télécom SA said it
doesn’t expect revenue to improve
in the fourth quarter as economic
and regulatory conditions remain
difficult, after the company posted
an 8% fall in third-quarter operating
earnings because of lower revenue.
Chief Financial Officer Gervais Pel-
lissier said the company will con-
tinue to implement cost-saving
plans. Earnings before interest,
taxes, depreciation and amortiza-
tion, the company’s preferred mea-
sure of profitability, dropped to
€4.56 billion ($6.71 billion) in the
three months ended Sept. 30, from
€4.95 billion a year earlier, as the
economic crisis and regulatory pres-
sures weighed on revenue. Third-
quarter revenue declined 6.4% to
€12.69 billion.

Motorola Inc.

Motorola Inc. swung to a third-
quarter profit, as cost cuts offset a
28% decline in revenue, ahead of the
debut of two phones aimed at re-
versing the handset maker’s pro-
longed sales slump. The Schaum-
burg, Ill., company recently unveiled
the Cliq for T-Mobile USA and the
Droid for Verizon Wireless. Neither
device, however, was available in
the third quarter. The company
shipped 13.6 million phones in the
third quarter, compared with 14.8
million in the second quarter. Its
global market share fell to 4.7% in
the period. For the quarter, Motor-
ola posted a profit of $12 million, or
a penny a share, versus a year-ear-
lier loss of $397 million, or 18 cents
a share, based largely on an aggres-
sive series of cost cuts. Revenue de-
clined to $5.45 billion.

National Express Group PLC

National Express Group PLC of
Britain said it has abandoned
merger talks with rival bus and rail
company Stagecoach Group PLC so
it can focus on an equity fund rais-
ing by year end to help reduce its
debt. The decision comes less than
two weeks after a consortium led by
CVC Capital Partners decided
against making a binding £765 mil-
lion ($1.25 billion) offer for National
Express. Shares of National Express
fell 12% to 321 pence. National Ex-
press said it had “concluded it is un-
likely that a combination with
Stagecoach could be successfully ex-
ecuted in 2009, even if appropriate
terms could be agreed.” Stagecoach
said it was disappointed by National
Express’s decision, adding that a
deal could have been financed
within the appropriate time frame.

Bloomberg News
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Gl High Yield I US BD LUX 10/28 USD 4.26 55.7 61.8 2.6
Gl Value A GL EQ LUX 10/28 USD 10.55 24.3 25.1 –25.6
Gl Value B GL EQ LUX 10/28 USD 9.71 23.2 24.0 –26.3
Gl Value I GL EQ LUX 10/28 USD 11.20 25.0 26.1 –25.0
India Growth A - OT OT LUX 10/28 USD 114.94 NS NS NS
India Growth AX OT OT LUX 10/28 USD 100.42 73.8 96.9 –11.1
India Growth B - OT OT NA 10/28 USD 120.62 NS NS NS
India Growth BX OT OT LUX 10/28 USD 85.99 72.4 94.9 –12.0
India Growth I EA EQ LUX 10/28 USD 103.97 74.4 97.6 –10.8
Int'l Health Care A OT EQ LUX 10/28 USD 123.62 5.3 6.9 –13.8
Int'l Health Care B OT EQ LUX 10/28 USD 104.46 4.4 5.8 –14.6
Int'l Health Care I OT EQ LUX 10/28 USD 134.88 6.0 7.7 –13.1
Int'l Technology A OT EQ LUX 10/28 USD 98.91 35.2 26.7 –18.4
Int'l Technology B OT EQ LUX 10/28 USD 85.86 34.1 25.4 –19.3
Int'l Technology I OT EQ LUX 10/28 USD 110.75 36.1 27.7 –17.8
Japan Blend A JP EQ LUX 10/28 JPY 5662.00 5.5 6.5 –28.5
Japan Growth A JP EQ LUX 10/28 JPY 5575.00 0.2 0.8 –28.9
Japan Growth I JP EQ LUX 10/28 JPY 5729.00 0.9 1.6 –28.3
Japan Strat Value A JP EQ LUX 10/28 JPY 5717.00 10.9 12.3 –28.4
Japan Strat Value I JP EQ LUX 10/28 JPY 5861.00 11.6 13.3 –27.8
Real Estate Sec. A OT EQ LUX 10/28 USD 13.25 24.2 23.0 –23.0

Real Estate Sec. B OT EQ LUX 10/28 USD 12.13 23.1 21.8 –23.8
Real Estate Sec. I OT EQ LUX 10/28 USD 14.22 25.0 24.0 –22.4
Short Mat Dollar A US BD LUX 10/28 USD 7.22 10.0 3.7 –7.3
Short Mat Dollar A2 US BD LUX 10/28 USD 9.67 10.4 3.6 –7.3
Short Mat Dollar B US BD LUX 10/28 USD 7.22 9.6 3.2 –7.7
Short Mat Dollar B2 US BD LUX 10/28 USD 9.63 9.9 3.2 –7.8
Short Mat Dollar I US BD LUX 10/28 USD 7.22 10.4 4.3 –6.7

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/28 GBP 7.74 16.3 29.2 –10.8
Andfs. Borsa Global GL EQ AND 10/28 EUR 6.10 5.1 8.0 –21.5
Andfs. Emergents GL EQ AND 10/28 USD 16.08 60.8 91.0 –14.6
Andfs. Espanya EU EQ AND 10/28 EUR 13.17 21.7 44.3 –14.6
Andfs. Estats Units US EQ AND 10/28 USD 14.16 16.1 20.5 –16.3
Andfs. Europa EU EQ AND 10/28 EUR 7.39 13.9 21.8 –19.2

Andfs. Franca EU EQ AND 10/28 EUR 9.08 9.6 13.2 –20.8

Andfs. Japo JP EQ AND 10/28 JPY 490.12 11.8 27.8 –22.9

Andfs. Plus Dollars US BA AND 10/28 USD 9.25 9.7 10.5 –7.8

Andfs. RF Dolars US BD AND 10/28 USD 11.38 11.4 12.5 0.0

Andfs. RF Euros EU BD AND 10/28 EUR 10.85 21.2 19.8 –1.8

Andorfons EU BD AND 10/28 EUR 14.50 21.6 17.9 –3.9

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

Andorfons Mix 30 EU BA AND 10/28 EUR 9.41 16.2 12.4 –11.0

Andorfons Mix 60 EU BA AND 10/28 EUR 8.93 9.9 9.4 –18.4

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/23 USD 252062.78 86.9 60.7 –3.0

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 10/29 EUR 9.11 –5.8 –6.6 –3.6

DJE-Absolut P GL EQ LUX 10/29 EUR 190.37 8.6 11.2 –13.2

DJE-Alpha Glbl P EU BA LUX 10/29 EUR 167.66 9.0 14.3 –9.2
DJE-Div& Substanz P GL EQ LUX 10/29 EUR 202.69 15.9 25.6 –9.4
DJE-Gold&Resourc P OT EQ LUX 10/29 EUR 153.75 17.6 45.8 –11.6
DJE-Renten Glbl P EU BD LUX 10/29 EUR 129.22 8.0 10.0 2.4
LuxPro-Dragon I AS EQ LUX 10/29 EUR 147.55 58.9 78.2 –15.6
LuxPro-Dragon P AS EQ LUX 10/29 EUR 143.74 58.4 77.5 –16.7
LuxTopic-Aktien Europa EU EQ LUX 10/29 EUR 16.67 16.3 34.3 –6.7
LuxTopic-Pacific AS EQ LUX 10/29 EUR 15.23 68.3 79.4 –17.8

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 10/21 USD 44.59 28.9 NS NS
EFG-Hermes MEDA* GL EQ BMU 09/30 USD 24.16 15.3 –17.3 –10.4
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AIG recoups collateral from Wall Street
As markets rebound,
so do credit swaps;
a relief for taxpayers

Sinopec profit for quarter more than doubles on better demand

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

By Liam Pleven

After shelling out billions of dol-
lars to Wall Street banks last year on
souring trades, American Interna-
tional Group Inc. has gotten some of
that money back, thanks to a turn-
around in the very securities that
helped level the insurer.

Billions of dollars have flowed
from banks into AIG coffers in recent
months, according to people famil-
iar with the matter. For the second
quarter, the figure may have topped
$3 billion, public filings suggest.

Goldman Sachs Group Inc. has
sent back about $1 billion, according
to people familiar with the matter.

The inflows come as AIG still is
struggling under government con-
trol while some banks it trades with
already have reported strong prof-
its. The reversal also illustrates how
a move in the U.S. rescue, closing
out some of the soured trades, both
helped save AIG and potentially de-
prived it of billions of dollars. The
money flows follow a rebound in the
financial markets, including in
bonds tied to subprime mortgages.

The cash that AIG is getting back
from Wall Street is tied to credit-de-
fault swaps, which act as insurance
policies on securities backed by as-
sets such as mortgages and pay off
in case of default. AIG sold these
swaps to Wall Street banks. Under
these contracts, it was required to
pony up collateral if the invest-
ments they backed fell in value.
When the credit crisis hit, AIG had
to fork over billions of dollars to the
banks, draining it of cash and help-

ing push it to the brink of a bank-
ruptcy filing.

Many of these trades were closed
out last year after the government
rescue in an effort to stem banks’ col-
lateral calls to AIG. But some trades
remained in place, including those
that recently have reversed in AIG’s
favor, prompting banks to return col-
lateral. It isn’t clear exactly how
much collateral has flowed back to
AIG, or how much is outstanding.

The amount of collateral AIG’s
trading partners held fell more than
$3 billion between the end of the
first and second quarters, according
to AIG’s filings with the U.S. Securi-
ties and Exchange Commission.

Credit markets continued to rally
in the third quarter, suggesting AIG
got more collateral back. AIG is ex-
pected to report quarterly financial
results in the next couple of weeks.

The inflow of funds is welcome
for taxpayers, as AIG owes the U.S.
government over $80 billion. Still,
AIG might have to send collateral

back to banks if markets reverse; the
trades mightn’t settle for years. The
development highlights how the gov-
ernment’s decision in November to
close out many of these trades aided
big banks while costing AIG a chance
to get billions of dollars more in col-
lateral back in any rebound.

When the government first res-
cued AIG in September 2008, it lent
AIG up to $85 billion, much of which
AIG turned around and handed out
to the banks to meet its collateral ob-
ligations under the contracts. Two
months after the bailout, the govern-
ment adopted a new strategy. The
Federal Reserve Bank of New York
helped create an entity called
Maiden Lane III to buy the underly-
ing investments, and arranged to ter-
minate many of the swap contracts.

That was a boon to the banks,
which were effectively made whole.
The banks pocketed $35 billion in
collateral AIG already had paid
them, and collected $26.8 billion
more in cash for selling the invest-

ments at roughly their lowered val-
ues. Goldman Sachs got to keep bil-
lions in collateral and got paid $5.6
billion for the investments.

Whether that was the best strat-
egy for AIG remains a subject of de-
bate.

At the time, the move eliminated
the risk that AIG would have to post
still more collateral on the canceled
swaps if the investments continued
to decline.

Last November, AIG’s then-chief
executive, Edward Liddy, told inves-
tors that the company was hemor-
rhaging cash because it had to post
collateral on the swaps and had prob-
lems with other deals. “We need to
stop that, and that’s what this is de-
signed to do,” Mr. Liddy said.

The advantage of that approach
was illustrated in the first quarter.
Markets continued to fall, but AIG
didn’t have to keep handing over
more cash on closed-out deals. But
AIG also surrendered any chance of
getting some of the collateral back

on the canceled swaps.
AIG’s former longtime CEO, Mau-

rice R. “Hank” Greenberg, argued
publicly at the time that the govern-
ment should have guaranteed the
swap contracts, eliminating the need
for AIG to post more collateral. Oth-
ers have contended that AIG’s trad-
ing partners should have been forced
to accept less money for tearing up
the contracts.

Officials have said the govern-
ment lacked the authority to impose
a different solution.

The U.S. Treasury Department’s
special inspector general is expected
to issue a report soon on the pay-
ments to the banks, according to a
person familiar with the matter.

While AIG can’t get any of the col-
lateral back on the swaps that were
canceled, it still could see some small
upside on the deal. The investments
held by Maiden Lane III increased in
value in the second quarter.

If they ultimately end up throwing
off enough cash to pay off the loans
that funded Maiden Lane III, the New
York Fed will get two-thirds of any
profits, and AIG will get one-third.
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As investments declined in value, AIG had to send 
collateral to trading partners as security.

Now that some investments are improving in 
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By Yvonne Lee

China Petroleum Chemical
Corp., or Sinopec, posted third-quar-
ter net profit more than double year-
earlier levels, beating out rivals
Cnooc Ltd. and PetroChina Co.

Sinopec said it expects its net
profit for 2009 to rise at least 50%
from a year earlier.

“Domestic demand for oil prod-
ucts has stopped falling and has be-
gun to rebound, and the demand for
chemical products has bounced
back,” Sinopec Chairman Su Shulin
said.

Net profit at Sinopec, Asia’s larg-
est refiner by capacity, jumped to

16.55 billion yuan ($2.4 billion) in
the third quarter, from 7.39 billion
yuan a year earlier, helped by Chi-
na’s introduction in January of a
more market-oriented fuel-pricing
system.

As well as bringing the domestic
price of refined products more
closely in line with global crude
prices, the reforms guarantee Chi-
na’s refiners a 5% profit margin as
long as the price of international
crude is below $80 a barrel.

Sinopec processed 134.39 mil-
lion metric tons of crude oil in the
January-September period, up 3%
from 130.49 million tons a year ear-
lier.

In contrast, lower crude oil
prices and weaker energy demand
knocked the quarterly earnings of
Cnooc, which is mainly a production
company, and those of its rival, Pet-
roChina.

Cnooc said Thursday its third-
quarter revenue fell 23% to 23.76 bil-
lion yuan from 30.88 billion yuan a
year earlier due to lower crude oil
prices. Its average selling price of
crude oil fell 37% to $67.83 a barrel
in the third quarter from a year ear-
lier. Cnooc didn’t give a net profit fig-
ure for the period.

PetroChina, the largest listed Chi-
nese oil company by capacity,
posted Wednesday a 23% fall in

third-quarter profit, with its bottom
line being eroded by weak crude
prices.

Beijing has adjusted fuel prices
seven times since the start of the
year. It raised gasoline and diesel
prices by 4% to 5% in September, the
fourth increase this year.

Analysts said Sinopec’s down-
stream refining margins will likely
be under pressure in the fourth-
quarter if crude oil prices stay over
$80 a barrel. The Chinese refiner im-
ports around 70% of its crude needs.

Light, sweet crude traded on the
New York Mercantile Exchange hov-
ered in a range of $65-$75 a barrel
from mid-June until mid-October,

but gained strength to settle above
$81 a barrel last week.

Cnooc President Yang Hua, mean-
while, told reporters that Cnooc is
confident of meeting its 2009 pro-
duction target, even after a typhoon
last month caused a net loss in pro-
duction of 2.34 million barrels of oil
equivalent. Mr. Yang said the com-
pany targets to produce 225 mil-
lion-231 million barrels of oil equiva-
lent of oil and gas this year, up from
194 million in 2008.

Third-quarter total oil and gas
output rose 18.4% to 647,382 barrels
of oil equivalent a day, from 546,719
barrels of oil equivalent a day in the
same period a year earlier.
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Aswe approach the 20th anniver-
sary on Nov. 9, we will chronicle the
events that precipitated the fall of
the Berlin Wall as they played out in
the pages of The Wall Street Journal.

At the end of October 1989, U.S.
President George H.W. Bush and So-
viet leader Mikhail Gorbachev an-
nounced that they would hold an in-
formal meeting in early December.
“The White House is purposely not
calling the meeting a summit so that
there won’t be any expectation of de-
tailed negotiations or agreements,”
the Journal wrote.

Mr. Bush told reporters that the
purpose of the meeting, which was
to take place on U.S. and Soviet na-
val vessels in the Mediterranean
Sea, was simply for the two to get
“better acquainted.”

The meetingwas expected to “pay

significant political dividends for
both leaders,” the Journal wrote.
“Mr. Gorbachev badly needs a diver-
sion from the serious economic prob-
lems and ethnic unrest he faces at
home.” American officials said a
meeting with the leader of the U.S.
could help his stature among Soviet
politicians and academics.

“For his part, Mr. Bush has been
criticized regularly at home for mov-
ing too slowly and cautiously in re-
acting to Mr. Gorbachev’s reforms
and the historic moves away from
communism in Eastern Europe. A
face-to-face meeting with Mr. Gor-
bachev should damp such criticism,
though it will hardly eliminate it,”
the Journal wrote.

Meet-up heralded sea change

Iran seeks to switch deal
on reprocessing uranium
Request to the IAEA
appears to represent
big setback for talks

Iraq holds officers in bomb probe
By Gina Chon

BAGHDAD—Iraq authorities
said they detained more than 60
army, police and other security of-
ficers in an investigation into Sun-
day’s bombing, the latest move by
Baghdad to contain fallout from the
worst single act of violence here
since 2007.

The officials are being investi-
gated for possible negligence or
complicity, said Baghdad opera-
tions command spokesman Maj.
Gen. Qassim Atta. The detainees in-
clude 11 senior officials, he said.

Two explosives-laden vehicles
driven by suicide bombers deto-
nated outside the Baghdad provin-
cial-council offices and the Minis-
try of Justice in downtown Bagh-
dad on Sunday, killing 155. The at-
tacks triggered fresh criticism of se-
curity at government installations,
including accusations of lax vigi-
lance at checkpoints. Authorities
said they would detain others in the
probe, including police officers at
more than a dozen checkpoints in
the area.

After an Aug. 19 bombing target-
ing the ministries of Finance and
Foreign Affairs, government offi-
cials took similar steps, rounding
up dozens of security officials for
questioning. After that attack,
Baghdad accused al Qaeda-affili-
ated operatives and former
Baathists across the border in
Syria.

An al Qaeda-linked group active
in Iraq claimed responsibility for
both attacks.

Iraq also has demanded a United
Nations probe into alleged foreign
involvement in the August attack.
The U.N. said earlier this week it
was sending a senior official to
Baghdad for preliminary consulta-
tions.

The attacks, and allegations of
lax security, have become a politi-
cal issue before parliamentary elec-
tions in January. Prime Minister
Nouri al-Maliki has benefited from
security gains across the country
but some of his popularity has
eroded amid high-profile attacks in
recent months.

The United Iraqi Alliance, the
largest bloc in parliament, on Thurs-
day called on Mr. Maliki to attend a
parliament session to discuss secu-

rity breaches. The prime minister’s
Islamic Dawa Party split from the al-
liance before next year’s elections.

Separately, Iraqi lawmakers on
Thursday traded barbs over a
stalled election law. The key stick-
ing point remains who is eligible to
vote in the oil-rich area of Kirkuk in
northern Iraq, which is claimed by
Sunni Arabs, Turkmen and Kurds.

Lawmakers have raised the pos-
sibility of delaying the elections be-

cause the sides are so far apart. U.S.
Ambassador Christopher Hill vis-
ited parliament on Thursday to
push for a compromise.

American officials are con-
cerned about the possibility of a de-
lay. The U.S. military will make an
assessment 30 to 60 days after the
vote about the pace of a large troop
drawdown scheduled for next year.
 —Munaf Mustafa

contributed to this article.

At left, George H.W. Bush discusses planned talks with Mikhail Gorbachev. At right, a Nov. 1, 1989, Wall Street Journal article.
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Iran asked on Thursday for
changes to an International Atomic
Energy Agency proposal to ship nu-
clear fuel out of the country for re-
processing abroad.

The request represents a signifi-
cant setback in attempts by the in-
ternational community to negotiate
with Iran over its nuclear ambitions.
Just last week, negotiators from the
U.S., France and Russia left the table
with Iranian counterparts in Vienna
optimistic that they had hammered
out a deal acceptable to all parties.

Iran’s response also raises a
fresh challenge for U.S. President
Barack Obama, who has made en-
gagement with Tehran a major
plank of his foreign policy. U.S. and
European officials have said they
won’t extend negotiations indefi-
nitely, suggesting a year-end dead-
line to determine good faith on the
part of Tehran. Pursuing further
compromise on the deal may look
like weakness. But Washington may
have little leverage to do much else.

The Obama administration has
threatened tough new sanctions if
talks fail, but United Nations Secu-
rity Council members China and Rus-
sia remain opposed. Washington
and its allies are exploring sanctions
outside the U.N. framework, but it is
unclear how effective such mea-
sures would be.

U.S. officials Thursday said they
were evaluating Tehran’s response.
“We need further clarification. And
I think it’s also fair to say that we
need to have a formal response from
Iran,” said U.S. State Department
spokesman Ian Kelly. “At this point,
we’ve been given some details of it,
but we’re still talking to the Iranians
about it.”

Privately,senior U.S.officials work-
ing on Iran said they fear the move is

aimed at drawing out negotiations or
further splitting Washington from
other members of the U.N. on the is-
sue of sanctions. “We assumed they’d
try and drag this out,” said a U.S. offi-
cial. “It’s their modus operandi.”

Details of Iran’s objections to the
proposed deal weren’t clear late
Thursday. In a statement, the IAEA,
the Vienna-based U.N. nuclear
watchdog, said only that it had re-
ceived an “initial response” from
Tehran to the proposal.

The IAEA said the agency’s direc-
tor general, Mohamed ElBaradei, is
“engaged in consultations with the
government of Iran as well as all rele-
vant parties, with the hope that
agreement on [the] proposal can be
reached soon.” A spokesman for the
IAEA declined to discuss the
changes Iran has demanded.

The draft agreement envisioned
Iran shipping out the bulk of its low-
enriched uranium to Russia, which
would enrich it further for use in an
Iranian medical-research reactor.
The plan was designed to temporarily
keep Iran’s store of of low-enriched
nuclear fuel below the threshold re-
quired to build a nuclear weapon.

The deal was seen as an impor-
tant first step in winning coopera-
tion with Iran over its nuclear ambi-
tions. Iran says it is interested in de-
veloping only nuclear energy, while
Western and Arab officials worry it
intends to build weapons.

Iranian officials in recent days
had suggested they would object to
any provision that would see them
shipping out all of the fuel at once.
Instead, they said they would agree
to send out fuel in only small ship-
ments, one at a time.

U.S. officials said that any offer
from Tehran that doesn’t include a
single, large shipment of uranium
outside Iranian territory undercuts
the rationale for the initial deal.

The transaction was viewed as
buying time for the White House in
forging a broader agreement with
Tehran to curtail its nuclear activi-
ties. Israel has suggested it might take
military action against Iran if U.S.-led
diplomatic efforts don’t succeed.
 —Joshua Mitnick

contributed to this article.

WSJ.com

A man stands before the destroyed Ministry of Justice in Baghdad on Thursday.
The building was hit by a bombing Sunday in which 155 people were killed.
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East and West

By Chip Cummins, Jay Solomon
and David Crawford
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WSJ.com wants to publish your
personal photos and stories on the
20th anniversary of the fall of the

Berlin Wall. Please send submissions
to berlinwall@wsj.com
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Am Blend Portfolio A US EQ LUX 10/28 USD 9.73 18.5 14.6 –20.0

Am Blend Portfolio I US EQ LUX 10/28 USD 11.45 19.3 15.5 –19.3
Am Growth A US EQ LUX 10/28 USD 28.90 26.2 32.1 –10.9
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Eur Income A2 EU BD LUX 10/28 EUR 12.84 39.4 33.9 2.7
Eur Income B EU BD LUX 10/28 EUR 6.66 38.0 33.1 1.9
Eur Income B2 EU BD LUX 10/28 EUR 11.95 38.5 32.9 1.9
Eur Income I EU BD LUX 10/28 EUR 6.66 39.1 34.7 3.2
Eur Strat Value A EU EQ LUX 10/28 EUR 8.00 14.9 11.1 –27.6
Eur Strat Value I EU EQ LUX 10/28 EUR 8.18 15.7 12.1 –27.0
Eur Value A EU EQ LUX 10/28 EUR 8.60 18.1 15.7 –24.5
Eur Value B EU EQ LUX 10/28 EUR 7.93 17.1 14.6 –25.2
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Gl Conservative A2 US BA LUX 10/28 USD 16.56 13.6 15.5 –5.8
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Gl Conservative B2 US BA LUX 10/28 USD 15.76 12.7 14.3 –6.8
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Gl Eq Blend B GL EQ LUX 10/28 USD 10.30 21.6 20.3 –26.5
Gl Eq Blend I GL EQ LUX 10/28 USD 11.54 23.4 22.5 –25.2
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Gl Growth B GL EQ LUX 10/28 USD 32.63 20.0 16.8 –26.8
Gl Growth I GL EQ LUX 10/28 USD 43.27 21.8 19.0 –25.4
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Dollar worries help send
Nikkei average below 10000

Euro Inflation Linked Bond
Funds that invest principally in inflation-linked bonds denominated in or hedged-into the
Euro. Ranked on % total return (dividends reinvested) in U.S. dollars for one year ending Octo-
ber 29, 2009

Leading 15 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

4 CAAM Crédit Agricole EURiFrance 18.80 39.41 7.61 NS
Inflation Monde I

3 PIMCO GIS Pimco Global EURiIreland 20.78 38.32 6.28 NS
Euro Real Return Ins Acc Advisors (Ireland) Limited

NS FF Glbl Infl Fidelity (FIL EURiLuxembrg 15.77 36.06 NS NS
Bd AC Hdg Acc EUR (Luxembourg) S.A.)

NS CamGestion CamGestion EURiFrance 17.57 34.97 12.06 NS
Oblicycle Inflation I

NS CAAM LDI Crédit Agricole EURiFrance 16.04 34.87 9.74 NS
Inflation MT

5 AXA WF AXA Investment EURiLuxembrg 14.72 34.37 6.48 NS
Global Inflation Bds I Cap EUR Managers Paris S.A

NS CAAM LDI Crédit Agricole EURiFrance 12.65 34.08 10.55 NS
Inflation LT

4 CPR Global CPR Asset EURiFrance 15.17 33.91 7.86 6.87
Inflation Management

4 CAAM Funds Crédit EURiLuxembrg 14.53 33.40 7.20 6.64
Euro Inflation Bond I Agricole-LCL

5 AXA WF Euro AXA Investment EURiLuxembrg 12.99 33.31 6.99 6.77
Inflation Bonds I-Cap Managers Paris S.A

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

A shop clerk prepares pork at a wholesale meat market in Shanghai on Thursday.
China said it will lift a ban imposed in May on importing pork from the U.S.
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By James T. Areddy

HANGZHOU, China—The U.S.
and China agreed to relax agricul-
ture, technology, travel and other
trade restrictions ahead of Presi-
dent Barack Obama’s first visit to
Beijing in November.

The two sides made “solid
progress” that helps “both of our
countries achieve balanced and sus-
tainable growth,” U.S. Trade Repre-
sentative Ron Kirk said Thursday at
the end of a meeting of the
U.S.-China Joint Commission on
Commerce and Trade, or JCCT.

Chen Deming, China’s commerce
minister, said the two sides will
“jointly oppose trade and invest-
ment protectionism.”

As China and the U.S. emerge as
each other’s second-largest trading
partners, the ties are strained by a
$147.3 billion trade surplus in China’s
favor, based on numbers through Au-
gust. The imbalance carries risks for
each side and sets the economic back-
drop for the summit in Beijing.

Mr. Chen said the answer is “not
to restrict imports from China but
to promote balance.”

The JCCT is a forum for dealing
on nuts-and-bolts trade items, and
the agreements announced Thurs-
day could have important implica-
tions for individual sectors. Agricul-
ture was a highlight, with Thursday’s
agreements paving the way for the re-
sumption of U.S. pork exports to
China, which were halted in May on
Chinese fears about H1N1 influenza,
known as swine flu. U.S. pork exports
to China had been growing quickly,
reaching $560 million last year.

In exchange, the U.S. agreed to
ease a six-year-old restriction on
Chinese poultry exports to the U.S.

Reflecting the Obama adminis-
tration’s green-energy and technol-
ogy priorities, the U.S. said it won

easier access for foreign companies
to sell wind-power technology in
China. U.S. Commerce Secretary
Gary Locke said 30,000 megawatts
of generating capacity will be in-
stalled by year-end.

The U.S. also said China will take
steps toward improving intellectual-
property protection by re-examining
an Internet music-distribu-
tion protocol, and beefing up
protection of academic jour-
nals at Chinese libraries.

More broadly, China
agreed to ease “local con-
tent” restrictions on prod-
ucts sold to Chinese govern-
ment agencies, as well as re-
gard products made in
China by foreign companies
as domestic-made items.

Details weren’t released
for the series of agreements
reached and instead were outlined
separately by the goverments after
the talks concluded in a lakeside
villa in Hangzhou, in eastern China.

In a move likely to unlock Chi-
nese spending power to the benefit
of U.S. airlines and other companies,
tourists from around two-thirds of

Chinese provinces will be able to ob-
tain visas to visit the U.S. in travel
groups, up from a third now, offi-
cials said.

As U.S.-China trade has fallen
this year—two-way trade is down
about 15% from 2008—disputes
have gained, raising the specter of
protectionism by two of the world’s

largest traders.
On the eve of the Hang-

zhou talks, Beijing took pre-
liminary steps that could in-
crease tariffs on U.S.-made
luxury vehicles, according
to an official from the Fair
Trade for Imports and Ex-
ports Bureau of China’s
Ministry of Commerce. If
the measure leads to tar-
iffs, it is expect to affect sev-
eral thousand vehicle ex-
ports from the U.S.

“The relevant government au-
thorities have to protect China’s
companies and market based on
World Trade Organization rules,”
said Mr. Chen, China’s commerce
minister.
 —Denis McMahon

contributed to this article.

U.S., China reach deals
Joint trade group
eases limits on pork
and other products
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By Shri Navaratnam

And Philip Vahn

Japan’s benchmark index fell for
a third consecutive session Thurs-
day, retreating below 10000 for the
first time since early this month.

The Nikkei
Stock Average of
225 companies
s h e d 1 .8 % to
9891.10 after large

declines on Wall Street sapped inves-
tors’ risk appetite and sent stocks
lower throughout Asia.

DBS Vickers strategist Yeo Kee
Yan said concerns about a rising U.S.
dollar as a haven play also were a fac-
tor. “We have seen the hot money
flowing into Asia and commodity
plays recently, but if the U.S. dollar
rises, these dollar carry trades will un-
wind,” he said.

NEC Electronics sank 8.3% after
its net loss for the fiscal second quar-
ter widened from a year earlier and
the company said it now expected a
much wider loss for the full business
year. Advantest lost 6.6% after the
memory-chip testing systems spe-
cialist posted a net loss for the fiscal
second quarter.

Nippon Light Metal fell 3.6% as

metal and mining stocks declined
across the region after commodity
prices dropped sharply overnight in
the face of U.S. dollar strength.

In Sydney, Rio Tinto skidded
4.9% and Newcrest Mining fell
4.3%, while in Seoul, Posco tumbled
5.1% and Korea Zinc shed 4.7%. Alu-
minum Corp. of China fell 6.4% and
Jiangxi Copper lost 5% in Shanghai
and were down 3.3% and 2.4%, re-
spectively, in Hong Kong.

Australia’s S&P/ASX 200 dropped
2.4% to 4574.70. South Korea’s Kospi
gave up 1.5% to 1585.85, Hong Kong’s
Hang Seng Index skidded 2.3% to
21264.99, the Shanghai Composite
lost 2.3% to 2960.47 and India’s
Sensex sank 1.4% to 16052.72.

Real-estate developers tumbled
in Shanghai on concerns of a poten-
tial decline in the number of prop-
erty sales as Beijing’s property-
transaction tax-cut measures will ex-
pire at the end of the year. Beijing
Huaye Real Estate fell 6% and Poly
Real Estate shed 3.8%.

Nine Dragons Paper Holdings
sank 12% in Hong Kong, resuming
trade after announcing it was rais-
ing 2.87 billion Hong Kong dollars
(US$370.3 million) through a share
sale.

Ron Kirk

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

ASIAN-PACIFIC
STOCKS

By Kathy Sandler

And Marietta Cauchi

LONDON—U.S. hedge fund Och-
Ziff Capital Management LLC ac-
quired 11.5% of U.K. department
store chain Debenhams PLC, after
the private-equity group TPG sold
its remaining 9.4% stake in the re-
tailer, according to a regulatory fil-
ing Thursday.

Part of the stake now held by Och-

Ziff companies Oz Management LP
and Och-Ziff Management Europe
Ltd., was bought from TPG, accord-
ing to a person familiar with the situ-
ation. TPG sold its stake in the re-
tailer Tuesday, according to a sepa-
rate regulatory filing Wednesday.

For TPG, the sale marked its exit
from Debenhams, which it took pri-
vate in 2003 together with CVC Capi-
tal Partners and Merrill Lynch Pri-
vate Equity.

Debenhams returned to the
stock market in 2006, but each of
the three partners retained shares.
Merrill Lynch Private Equity sold its
stake in March last year while CVC
sold most of its 8.4% stake earlier
this year. It continues to own 2.4% of
the retailer.

Based on Tuesday’s closing
share price, TPG’s 9.4% stake was
worth just more than £100 million,
or more than $163.8 milion.

Och-Ziff takes Debenhams stake sold off by TPG
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Review & Outlook

Bad Manners From a Dictator

T he United Nations is shocked
that its torture inspector has
been deported from Zimba-
bwe. “I think I have never
been treated by any govern-

ment in such a rude manner than by the
government of Zimbabwe,” Manfred
Nowak huffed on Thursday.

The special rapporteur for the U.N.
Human Rights Council says he is alarmed
that an invitation extended to him by
Morgan Tsvangirai, Zimbabwe’s nominal

prime minister, was disregarded by Rob-
ert Mugabe’s immigration officials. This
is not, he protests, in the spirit of Febru-
ary’s shaky power-sharing deal between
Zimbabwe’s dictator and his democratic
challenger.

Forgive us if we can’t work up the cor-
rect degree of outrage at Mr. Nowak’s
treatment. Mugabe has been abusing, dis-
possessing, murdering and most recently
starving his domestic “enemies” for the
better part of 30 years. For much of that

time, he was garlanded in so many West-
ern honors it almost seems surprising he
didn’t win a Nobel Peace Prize.

Even now, despite ongoing EU sanc-
tions, he is being courted at the highest
levels. Last month Brussels sent a high-
level delegation to Zimbabwe, led by De-
velopment Commissioner Karel De Gu-
cht, for talks that included Mugabe. And
earlier this month, Madrid said it would
use its turn at the rotating EU presi-
dency next year to push for more talks

between Brussels and Harare.
Meanwhile, Mugabe’s abuses remain

unchecked, including attacks on mem-
bers of Mr. Tsvangirai’s Movement for
Democratic Change and invasions of still
more white-owned commercial farms.
But, of course, this is nothing more than
what dictators of Mugabe’s ilk always do.
The wonder of it is that the West keeps
knocking on his door, seeking to reason
with a man who treats them with the
contempt they probably deserve.

First-Time Fraudsters

I t’s hard not to laugh when view-
ing the results of the U.S. federal
first-time home-buyer tax credit.
The credit, worth up to $8,000 for
the purchase of a home, has only

been available since April of last year.
Yet news of the latest taxpayer-funded
mortgage scam has traveled fast. The
Treasury’s inspector general for tax ad-
ministration, J. Russell George, recently
told Congress that at least 19,000 filers
hadn’t purchased a home when they
claimed the credit. For another 74,000
filers, claiming a total of $500 million in
credits, evidence suggests that they
weren’t first-time buyers.

Among those claiming bogus credits,
at least some of them were definitely
first-timers. The credit has already been
claimed by 500 people under the age of
18, including a four-year-old. This pre-K
housing whiz likely bought because mom
and dad make too much to qualify for
the full credit, which starts to phase out
at $150,000 of income for couples,
$75,000 for singles.

As a “refundable” tax credit, it guar-
antees the claimants will get cash back
even if they paid no taxes. A lack of doc-
umentation requirements also makes this
program a slow pitch in the middle of
the strike zone for scammers. The Inter-

nal Revenue Service and the Justice De-
partment are pursuing more than 100
criminal investigations related to the
credit, and the IRS is reportedly trying to
audit almost everyone who claims it this
year.

Speaking of the IRS, apparently its
own staff couldn’t help but notice this op-
portunity to snag an easy $8,000. One
day after explaining to Congress how
many “home-buyers” were
climbing aboard this gravy
train, Mr. George appeared
on Neil Cavuto’s program on
the Fox Business Network.
Mr. George said his staff has
found at least 53 cases of
IRS employees filing “illegal
or inappropriate” claims for
the credit. “In all honesty
this is an interim report. I expect that the
number would be much larger than that
number,” he said.

The program is set to expire at the
end of November, so naturally given its
record of abuse, Congress is preparing to
extend it. Republican Senator Johnny
Isakson of Georgia is so pleased with the
results that he wants to expand the pro-
gram beyond first-time buyers and dou-
ble the income limits.

This is the point in the story when a

taxpayer’s sense of humor is bound to
give way to a different emotion. The
credit’s cost is running at about $1 billion
a month and $15 billion for the year. Also,
even when employed by an honest buyer,
it’s another distortion that drives capital
into housing and away from other more
productive uses. For America’s tens of
millions of tax-paying renters, it’s another
subsidy they provide for their neighbors

to be able to sell their
houses at a higher price.

While the credit seems
to have boosted home sales,
many of those sales would
have happened anyway and
have merely been stolen
from the future. Meanwhile,
the credit continues to dis-
tort the housing market and

postpone the day when home prices can
find a floor that is a basis for a stable
recovery.

More than two years into the housing
bust, trillions of dollars in taxpayer
losses or guarantees via Fannie Mae and
Freddie Mac, and amid an ongoing
plague of redefaults in federal programs
to prevent foreclosures, politicians are
still trying to manipulate housing prices.
And leave it to Congress to design a pro-
gram that even a four-year-old can scam.

A Dubious
Import

G ordon Brown this week prom-
ised a crackdown on “sharp
practices” by credit card issu-
ers. As the U.S. Congress be-
fore him, the British Prime

Minister is selling this as a consumer-
protection measure. But the PM might
want to look across the pond at how a
similar law, passed in Washington last
spring, is actually hurting consumers
and restricting access to credit.

There, Senate Banking Chairman
Chris Dodd has been hearing from con-
stituents upset because banks have been
raising the interest rates on their credit
cards. This week Mr. Dodd decided to do
something about it. He proposed a bill
imposing an immediate freeze on those

rates.
“At a time when

families are struggling
to make ends meet,
jacked up rates can
quickly create crushing
debt,” Mr. Dodd said in
a statement. “People
need to be responsible
with their money, but
they shouldn’t be taken
to the cleaners by out-
rageous rates.”

But if customers are being taken to
the cleaners, it is because U.S. law-
makers like Mr. Dodd sent them there.
In May, Congress passed the Credit
Card Accountability, Responsibility and
Disclosure Act, which bars rate in-
creases without a 45-day notification.
To reduce their risk under this law,
banks in the U.S. are rushing to raise
rates before it takes effect in February.
Thus the Senator’s latest political
grandstand.

In the unlikely event that Mr. Dodd’s
new legislation passes, banks would
limit their risk in other ways, such as
canceling cards or refusing to extend
credit to marginal customers. The un-
availability of credit can also be a bur-
den on struggling families, not to men-
tion having a depressive effect on the
economy.

If Mr. Brown wants to avoid this arms
race, we suppose he could offer a mea-
sure that addresses all of the above, as
well as pre-emptively barring banks from
tightening credit requirements. But
maybe it would be more efficient to enact
comprehensive legislation to repeal the
Law of Unintended Consequences. Almost
any Member of Congress or Parliament
could support that—assuming, of course,
that Mr. Brown could convince them that
it would work according to plan.

U .S. President Barack Obama
observed in Florida on Tues-
day that his “clean energy
economy” will require “mo-
bilization” on the order of

fighting World War II, building the inter-
state highway system and going to the
moon. Of course, the only “mobilization”
going on at the moment is
on behalf of ethanol, whose
many political dispensa-
tions the biofuels lobby is
finding new ways to pre-
serve even as the evidence
of its destructiveness piles
up.

The latest embarrass-
ment arrives via the peer-
reviewed journal Science,
not known for its right-wing inclina-
tions. A new paper calls attention to
what the authors (led by Princeton’s Tim
Searchinger) call “a critical accounting
error” in the way carbon emissions from
biofuels are measured in climate-change
programs world-wide.

Though you won’t hear it from the
biofuels lobby, ethanol actually generates

the same amount of greenhouse gas as
fossil fuels, or more, per unit of energy.
But this was still supposed to be better
than coal or oil because ethanol’s CO2 is
“recycled.” Since plants absorb and store
carbon that is already in the atmosphere,
burning them as fuel would create no
new emissions, whereas fossil fuels re-

lease CO2 that has been bur-
ied for millions of years.

With everything suppos-
edly balancing out, the cap-
and-trade programs run by
the United Nations and Eu-
ropean Union—and maybe
soon the U.S.—treat biofuels
as carbon-neutral. The Sci-
ence study argues that this
is a false economy, because

it doesn’t consider changes in land use.
If mature forests are cleared to make
room for biofuel-growing farms, then the
carbon that would otherwise accumulate
in those forests ought to be counted on
ethanol’s balance sheet as well.

Cap-and-trade programs exacerbate
the problem because developed coun-
tries (where emissions are putatively

capped) get credit for reductions from
ethanol—despite the fact that their bio-
fuels are generally grown in developing
countries (where emissions aren’t
capped). So if Malaysians burn down a
rain forest to grow palm oil that ends up
in German biodiesel, Malaysia doesn’t
count the land-use emissions and Ger-
many doesn’t count the tail-pipe emis-
sions.

Given these incentives, the authors
cite a study showing that by 2050,
“based solely on economic consider-
ations, bioenergy could displace 59% of
the world’s natural forest cover. . . . The
reason: When bioenergy from any bio-
mass is counted as carbon neutral, eco-
nomics favor large-scale land conversion
for bioenergy regardless of the actual
net emissions.” In other words, not only
is cap and trade self-defeating on its
own terms but it also risks creating a
genuine ecological disaster.

In Florida, Mr. Obama said the only
people who could oppose his climate
plan are “those who are afraid of the fu-
ture.” On this one, at least, the U.S. Pres-
ident is right.

Sins of Emission

A tax credit so
silly even a

four-year-old
can exploit it.

Gordon Brown

The ethanol
boondoggle is

also an
environmental

catastrophe.
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Firms discover credit ratings are optional
Even complex deals
sometimes take a bye;
Highland’s CLO

Morgan Stanley battles
Chinese firm over hedges

By Liz Rappaport

And Serena Ng

Some debt issuers are finding
they don’t need credit ratings.

The past few months have seen
a handful of prominent companies
selling bonds or structuring com-
plex securities without credit rat-
ings. They include money manager
Highland Capital Management LP,
European drinks makers Heineken
NV and Gruppo Campari and the
global bank Credit Suisse Group
AG.

“Two years ago, deals like this
would have been inconceivable,”
said Peter Sack, who runs Credit
Suisse’s mortgage-backed securi-
ties structuring group. “Now they
are a viable option.”

While small in scope so far, the
deals indicate that credit ratings
from major firms like Moody’s In-
vestors Service and Standard &
Poor’s aren’t a necessary ingredi-
ent for successful bond sales. The
raters’ alphabetical risk assess-
ments have been ubiquitous in
credit markets for decades. And,
even though policy makers and reg-
ulators criticized the ratings firms
for failing to foresee risks in the
markets that led to trillions in
losses, they have yet to propose a
viable alternative to the current
system.

“The ratings process is still un-
dergoing changes, but the market
needs to move forward and people
are finding ways to do so,” says
Stephan Kuppenheimer, chief exec-
utive of FSI Capital, a New York
money manager.

Dallas-based Highland Capital is
putting together three collateral-
ized-loan obligations, deals that
will be at least $500 million in size
and backed by corporate loans, ac-
cording to a person familiar with
the matter. The deals will be
launched in coming months, and
one will have no credit ratings at all.

The Highland deal could help
resurrect a part of the credit mar-
kets that had effectively shut
down—in part because investors
feared massive losses due to credit-
ratings downgrades. It comes after
another unrated “structured” deal
this past summer, when Credit
Suisse sold about $1 billion of secu-
rities backed by mortgages it had
bought from a lending unit of Amer-
ican International Group Inc.

This week, Dubai sold $1.25 bil-
lion in U.S. dollar bonds and about
$681 million in Islamic bonds with-
out credit ratings. The Persian Gulf
emirate’s economy has been hard
hit by downturns in real estate and

the financial markets, but its un-
rated bonds attracted risk-taking
investors looking for yield. The
Dubai government sold the debt
for a yield over 6%, compared with
3.85% yields on comparable debt of
neighbor Abu Dhabi, which has a
strong credit rating of double-A
and recently provided Dubai with
financial support.

Speed is driving part of the
push toward offerings without rat-
ings firms’ rubber stamps. Debt is-
suers are paying slightly more
money to sell unrated deals, but
the deals are likely to get done
more quickly. Obtaining a credit
rating for a securitization, particu-
larly one that is backed by non-
standard loans, can take several
months.

Some U.S. and global-debt issu-
ers may be taking a page out of the
playbook of Europe’s debt mar-
kets, where several well-known
companies have for years by-
passed ratings.

“Our reputation is good….I
don’t think a rating would have
mattered that much,” said Bob
Kunze-Concewitz, chief executive
of Italy’s Gruppo Campari, which
in October sold Œ350 million
($515.1 million) in seven-year
bonds with a 5.375% interest rate.

Moody’s and S&P said in state-
ments that, while they encourage
investors to do their own due dili-
gence, their ratings still play an im-
portant role in the markets and in-
vestors will continue to use them.
Moody’s said it continues to rate
more than 90% of the corporate
and financial institution bonds is-
sued globally. S&P said it contin-
ues “to work with market partici-
pants to restore confidence in the
capital markets and the ratings pro-
cess.”

Investors buying unrated debt
are doing their own analysis of the
collateral and expected cash flows
that back the debt. They include
hedge funds and other types of in-

stitutional investors such as pen-
sions, say people involved in the
deals. More deals are in the pipe-
line, said bankers.

To be sure, selling unrated
deals into the markets comes with
its own set of potential troubles.
Many investors’ mandated guide-
lines are pegged to credit ratings,
which provide a common ground
when trading securities in the sec-
ondary markets. Unrated deals
may be hard to sell.

In September, Bank of America
Merrill Lynch offered investors
the opportunity to buy $239 mil-
lion of securities backed by
subprime mortgages owned by
Lone Star Funds without credit rat-
ings. Since its initial offering, par-
ties involved in the deal have
sought an investment-grade credit
rating in a move that may make it
easier for an investor to sell the se-
curities into the secondary mar-
ket.

Wall Street isn’t alone in taking
steps to move away from ratings. In-
surance regulators are considering
an overhaul of the way they calcu-
late insurers’ capital requirements
to remove ties to credit ratings for
some types of securities.

The Securities and Exchange
Commission last month voted to
amend some securities laws to re-
move references to credit ratings.
The Federal Reserve will soon start
performing formal risk assess-
ments on securities that may be fi-
nanced by one of its key lending
programs, the Term Asset-Backed
Securities Loan Facility.

Wednesday, a U.S. House panel
approved a credit-ratings bill that
would subject ratings firms to
more regulation and require fed-
eral agencies and departments to
review their reliance on ratings
and consider using other risk mea-
sures for debt instruments.

GMAC unit fined in U.K.
over treatment of clients

By Nisha Gopalan

And Chuin-Wei Yap

HONG KONG—Morgan Stanley
is in the midst of a legal tussle in Eng-
land and China with a Chinese com-
pany over yuan-dollar hedges worth
millions of dollars, people familiar
with the proceedings said Thursday.

In a sign that mainland enter-
prises continue to be at odds with
foreign investment banks over ear-
lier derivatives deals, Morgan Stan-
ley is suing Hong Kong-listed China
Haisheng Juice Holdings Co. in Lon-
don for US$26 million over its al-
leged refusal to put up collateral for
a hedging contract, according to
these people and legal filings.

The Chinese firm in turn is coun-
tersuing the Wall Street bank in
China for allegedly miss-selling it
the contracts. The case, first re-
ported in the Financial Times, is the
latest illustration of the tension be-
tween Chinese companies that have
problems with derivatives contracts
they bought before the financial cri-
sis and the investment banks that
sold these contracts.

Some of China’s biggest airlines
and shipping companies, which lost
hundreds of millions of dollars last
year on derivative trades when the
price of oil plunged, are seeking to

claw back those losses.
China’s State-Owned Assets Su-

pervision and Administration Com-
mission said last month it backed
Chinese state-owned enterprises in
reserving the right to seek payment
and take legal action against coun-
terparties on oil-related derivatives
contracts that have gone sour.

But the Haisheng case is unre-
lated to the commission’s stance,
China-based people familiar with
the situation said.

One person said the derivatives
sold to Haisheng involved a straight-
forward currency-swap transaction
between the U.S. dollar and the Chi-
nese yuan, and wouldn’t have gener-
ated a loss for either party. Morgan
Stanley’s claim against Haisheng is
over its refusal to post collateral,
rather than for realized losses.

The contracts contained a clause
that any dispute would be heard in a
U.K. court.

The English High Court, on Oct.
5, dismissed Morgan Stanley’s plea
that its dispute with Haisheng only
be heard in England, according to a
statement by Haisheng to the Hong
Kong stock exchange dated Oct. 12.

The court concluded that “there
is no strong reason for…restraining
the company from pursuing its
claims” in China, Haisheng said.

By Joan E. Solsman

Moody’s Corp. reported a
smaller-than-expected 11% decline
in third-quarter profit on a surprise
climb in revenue.

The credit-ratings and research
firm raised its full-year earnings
guidance to between $1.60 and
$1.68 a share, from $1.55.

A stream of new debt issuance
has reinvigorated the bond market—
and the market to rate debt. Mon-
day, McGraw-Hill Cos., owner of ri-
val credit-ratings firm Standard &
Poor’s, said earnings at that unit im-
proved as corporate debt issuance
offset declines in the structured-fi-
nance market.

Still, a shadow remains over
Moody’s and other ratings firms, as
lawmakers in the U.S. and else-
where examine stricter regulation
because of criticism that the raters’
shoddy ratings contributed to the fi-
nancial crisis. Wednesday, a key
U.S. House panel approved a bill
that would impose more regula-
tions and make it easier for inves-
tors to win lawsuits.

Moody's posted a profit of
$100.6 million, or 42 cents a share,
down 11% from $113.0 million, or 46
cents a share, a year earlier. Reve-
nue increased 4.2% to $451.8.

By Margot Patrick

LONDON—GMAC-RFC Ltd., a
U.K. unit of struggling U.S. financial-
services firm GMAC Financial Ser-
vices Inc., has been charged £10.5
million ($17.2 million) for unfair
treatment of homeowners who fell
behind on mortgage payments.

The firm Thursday was fined
£2.8 million by the U.K. markets reg-
ulator and told it must spend about
£7.7 million to compensate custom-
ers for excessive charges.

The fine and compensation re-
late to more than 46,000 mortgage
customers who took out loans from
GMAC-RFC and subsequently fell be-
hind on payments.

According to the Financial Ser-
vices Authority, the firm started re-
possession proceedings before fully
considering alternatives, and took
“excessive and unfair charges” from
customers that didn’t reflect actual
administration costs.

Staff at GMAC-RFC were inade-
quately trained, the FSA said, and
proposed repayment plans that
didn’t always consider customers’
individual circumstances.

GMAC-RFC apologized and said
it has changed its procedures and
training programs. It said its ar-

rears charges were in line with the
market, but that, in hindsight, “we
fully accept that for certain fees our
estimates of the costs were not pro-
portionate to the additional adminis-
tration actually required.”

The GMAC unit started its activi-
ties in the U.K. in 1998, just as the
U.K. housing market’s boom was get-
ting under way. Within a few years,
it had become one of the nation’s big-
gest lenders to landlords buying
rental properties and for people self-
certifying their ability to make mort-
gage repayments.

It stopped originating mort-
gages in August 200 and stopped
lending in May 2008. GMAC-RFC’s
sole business now is to service exist-
ing mortgages, a function it out-
sources to other firms.

The actions that the FSA counted
as unfair treatment took place be-
tween October 2004 and November
2008. They were identified by the
FSA during a review last year into ar-
rears handling and repossessions.

Margaret Cole, director of en-
forcement and financial crime, said
the case was an example of what the
FSA’s “more intrusive approach”
can achieve for consumers. The regu-
latory body has stepped up its ef-
forts to crack down on misbehavior.
in the mortgage market.

MONEY & INVESTING

Bypassing 
credit ratings
Unrated deals for 
mortgage-backed 
securities have simpler 
designs, making them 
easier for some 
investors to analyze.

MBS: Rated example*

1 to 5% each

MBS: Unrated example

Class A  40%

Class M  25%
Equity  35%

AAA  80%

AA+ to BBB–  20%

Lower

RISK

Higher

AA+
AA
AA-
A+
A
A-
BBB+
BBB
BBB-
Equity

*Based on a 2007 residential 
mortgage-backed securities transaction 

Moody’s benefits
from the boost
in debt issuance
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