
Supporters rallied as Greece’s opposition Socialists headed for victory in national elections. Voters rejected the incumbent center-right
party, which had been tarred by scandals and unpopular economic policies during its five-and-a-half years in office. See article, page 2.
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Lehman to offer payouts
London hedge-fund creditors to receive assets under administrator’s plan

By Sudeep Reddy

The U.S. has shed 7.2 million
jobs since the recession began
in December 2007. How long
will it take for the economy to
replace them? And where will

the jobs come
from?

The ques-
tions haunt
people from

the unemployed in San Fran-
cisco to officials in Washing-
ton. Glenn Atias lost his job as
a $100,000-a-year statisti-
cian at a market-research
firm in the Bay Area last sum-
mer when the work was out-
sourced to India. At 46 years
old, he pores over job ads and
online postings daily. “I’m
stuck watching hundreds of
thousands of people in my po-

sition grow in ranks each and
every month,” said Mr. Atias,
who lives in Salton City, Calif.,
in a house worth less than the
mortgage.

When unemployment ben-
efits run out, he said, “I liter-
ally don’t know how I’ll pay
my mortgage, how I’ll pay my
health care.”

Economists say that when
demand picks up—as it is
starting to do—jobs eventu-
ally will follow. History shows
that has always been true. But
guessing which jobs will be
created over the long run is of-
ten fruitless. Many of tomor-
row’s jobs don’t exist today.

In 2003, Treasury Depart-
ment chief economist Alan
Krueger, then at Princeton,
calculated that a quarter of

Please turn to page 4

Long march

In China, forgotten Manchu
seek to rekindle their glory
News in Depth, pages 16-17
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Nasdaq 2048.11 -0.46
DJ Stoxx 600 234.10 -1.89
FTSE 100 4988.70 -1.17
DAX 5467.90 -1.56
CAC 40 3649.90 -1.90
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Nymex crude $69.95 -1.23

A changing of the guard, as Greek politics shifts to the left

EU treaty
hinges
on Czech
president

By Randall Smitth

And Ianthe

Jeanne Dugan

Lehman Brothers Hold-
ings Inc.’s hedge-fund credi-
tors in London, with as much
as $16 billion tied up in the se-
curities firm’s bankruptcy,
will be asked on Monday to
join in an unusual effort to
break a yearlong logjam.

The administrator for Leh-
man’s operations in London
plans to seek permission to re-

move the claims from U.K.
courts and dole out assets di-
rectly to creditors, if enough
hedge funds are willing to go
along with the move.

Steven Pearson, joint ad-
ministrator of Lehman Broth-
ers International (Europe)
and a partner at Pricewater-
houseCoopers, said in an in-
terview that he hopes to gain
the support of 90% of credi-
tors. That would reduce the
risk that creditors who don’t
participate could file claims

later against those who do.
The assets have been

snarled since Lehman tum-
bled into bankruptcy in Sep-
tember 2008, frustrating
some hedge funds that made
trades through the firm be-
fore it collapsed. In August,
the U.K. High Court denied
the Lehman administrator’s
plan to begin returning the
hedge-fund assets in the first
quarter of 2010.

Lehman’s bankruptcy is
the largest by assets in U.S.

history. In addition to the
sheer size of the case, unravel-
ing creditors’ claims is compli-
cated by the fact that assets
were held by Lehman in differ-
ent countries, resulting in sep-
arate bankruptcy proceed-
ings in the U.S. and the U.K.

Mr. Pearson’s payout pro-
posal also comes amid huge
claims at other former Leh-
man units. Meanwhile, numer-
ous countries are trying to re-
cover assets, including Germa-

Please turn to page 31

By Charles Forelle

DUBLIN—Backed by Ire-
land’s resounding approval of a
treaty designed to strengthen
the European Union and give it
a full-time president, leaders
of the bloc said they would
start a drive to remove the last
remaining hurdle to the so-
called Lisbon Treaty—the re-
fusal of Czech President Vaclav
Klaus to sign it.

Ireland’s 67% to 33% vote
for the treaty Friday was a
huge turnaround, reversing
Irish voters’ veto in a referen-
dum last year. The change of
heart appears to have been
driven mainly by the dramatic
collapse of Ireland’s economy,
which made voters less will-
ing to risk weakening the
bloc.

For EU leaders who have
been struggling for nearly a
decade to pass versions of the
treaty, it was a huge relief.
They hope the scale of the vic-
tory will help them to per-
suade Mr. Klaus, a committed
euroskeptic who has refused
to sign the Czech legislature’s
ratification of the treaty, to
back down.

Swedish Prime Minster Fre-
drik Reinfeldt and European
Commission President José
Manuel Barroso said over the
weekend they would meet
Wednesday with the Czech Re-
public’s prime minister to add
pressure on Mr. Klaus. Swe-
den, which holds the EU’s ro-
tating presidency, is also dis-

Please turn to page 31

THE
OUTLOOK

EU scare tactics
Fear and misinformation
win an Irish Yes for Lis-
bon. Pages 13 and 15.
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Many lost jobs in U.S.

will never come back

Inside

Markets

U.N. atomic inspectors will
visit an Iranian nuclear-en-
richment facility later this
month to determine if it has
a military purpose, as the
U.S. cast doubt on a report
Iran was closer to designing
a nuclear warhead than previ-
ously thought. Page 5

n Mudslides triggered by
last week’s Indonesian earth-
quake have wiped out an en-
tire valley of villages on the
island of Sumatra. Page 5

n Fed and Treasury officials
didn’t advise Bank of Amer-
ica to withhold publicly dis-
closing losses at Merrill
Lynch, a U.S. government
watchdog said. Page 24

n A Milan civil court ordered
Berlusconi’s Fininvest to pay
damages to the company of
rival media mogul Carlo De
Benedetti. Page 7

n Carlsberg said it will con-
tinue to fight Russia’s pro-
posed beer tax, arguing it
would hurt sales. Page 6

n Poland, Eureko settle a de-
cade-old dispute, clearing the
way for stock listing of in-
surer PZU in 2010. Page 7

n The owner of the Ports-
mouth Football Club said he
expects Saudi investors to
bid for the English Premier
League team. Page 7

n Some of Nigeria’s militant
leaders accepted a govern-
ment amnesty deal, a move
expected to help pacify the
restive Niger Delta. Page 9

n The U.K. housing market
continued its recovery, but
economists are cautious
about the sustainability of
the rebound. Page 10

n Documents circulated
among central banks cast
doubt on a reassuring report
from the EU. Pages 19, 32

n Currency trading could be
roiled this week as officials
from the euro zone and Ja-
pan step up rhetoric against
rising currencies. Page 20

n The financial-services sec-
tor in the U.K. saw its first in-
crease in business volumes
and profitability since the third
quarter of 2007. Page 23

n Investors are putting
more faith in the Islamic
bonds market, where issu-
ance world-wide jumped 82%
in the third quarter. Page 23

n Died: Reinhard Mohn, 88,
patriarch of Bertelsmann, Eu-
rope’s biggest media com-
pany. Page 7

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

Learn more at exxonmobil.com

VO L . X X V I I N O . 17 1  M O N DAY, O C T O B E R 5 , 2 0 0 9

H E A R D O N T H E S T R E E T
More at WSJ.com/Heard

Investors hoping for a big
retail performance next year
should beware Wal-Mart.

In a way, the recession has
been a break for the world’s
biggest retailer, directing
more traffic to its stores at
the expense of pricier rivals.
And while many retailers re-
duced spending and slashed
prices, Wal-Mart Stores has

actually spent more and
avoided aggressive price cuts.

But with comparable-
store sales barely growing,
Wal-Mart appears ready for
an offensive that could hob-
ble rivals’ hopes for a sharp
profit rebound. Following un-
usually high gross-margin
growth in recent quarters,
Wal-Mart Chief Executive

Mike Duke told The Wall
Street Journal Thursday he
expects gross margins to be
more stable. That could
mean the company will cut
prices faster and offer more
cheap products.

That could put Wal-
Mart’s smaller rivals further
on the defensive..
 —John Jannarone

So that’s all right then.
Europe’s banks have been
given a clean bill of health,
by the International Mone-
tary Fund, and now by Eu-
ropean finance ministers
following stress tests con-
ducted by banking supervi-
sors and central bankers.
All concluded the European
banking system has enough
capital to withstand severe
shocks. Although the two
studies aren’t comparable,
both found that European
banks had enough capital
to maintain a Tier 1 capital
ratio above 6% even under
stressed conditions.

That is good, but is it
good enough? The banks
certainly think so. Al-
though a number an-
nounced plans to raise capi-
tal this week, including
Unicredit, Intesa San-
paulo and BNP Paribas,
none is doing to so to
boost core Tier 1 ratios,
but simply to repay or
avoid government aid.
There is no appetite among
either bank executives or

investors for raising capi-
tal beyond that demanded
by regulators. Banks don’t

want to depress returns by
holding excess capital nor
to dilute existing sharehold-
ers by raising equity at the
roughly 30% discount the
market currently demands.

But European policy
makers shouldn’t be com-
placent. The few details of
the stress tests provided
don’t look particularly de-
manding and the results
are dependent on current
earnings forecasts proving
sustainable. More impor-
tant, policy makers need to
satisfy themselves that
banks have enough capital
not just to absorb losses
but to support a recovery.
If the worst case scenario
does emerge and Tier 1 ra-
tios fall to 6%, banks will
struggle to raise new eq-
uity and will have even less
capacity for new lending.
Regulators should force
banks to hold a buffer of ex-
cess capital—and to raise it
now, while the going is
good.
 —Simon Nixon

Financial Analysis and Commentary

Deutsche Bank’s real test is earnings

Wal-Mart’s rivals have reason to worry

Deutsche Bank aroused a
lot of controversy during the
financial crisis. The German
banking giant is considered
lucky to have avoided having
to raise fresh capital, after
deploying various account-
ing moves to boost its capi-
tal ratios. But Deutsche’s
real challenge is earnings.

Deutsche’s capital position
was never as weak as critics
claimed. Now, Deutsche’s core
Tier 1 ratio is a relatively ro-
bust 7.8%, boosted by Œ2.3 bil-
lion of net income in the first

half. New regulatory require-
ments could force it to hold
an extra Œ5 billion of capital
against its trading books by
2012. The likely eventual con-
solidation of Deutsche Post-
bank and likely acquisition of
Sal. Oppenheim assets could
require a further Œ6 billion.
But these needs should be met
from retained earnings.

The bigger concern is
whether Deutsche can sustain
its impressive first-half earn-
ings performance—including
record underlying trading rev-

enues. But this was largely
due to booming markets,
wide margins and reduced
competition, none of which
may last. Deutsche is now
more disciplined with a
smaller balance sheet, some-
thing that also points to
lower returns. Yet it trades on
1.5 times tangible book value,
suggesting it can maintain
something close to the 16%
return on equity Credit Suisse
forecasts it will achieve this
year. That looks demanding.

—Simon Nixon

Iraq delays push for security vote
Threat of referendum
clouded U.S. plans
for military pullout

A U.S. soldier chats with Iraqi police officers in June in the northeastern town of Baquba, 60 kilometers from Baghdad. A
U.S.-Iraqi security pact calls for all American troops to be out of Iraq by the end of 2011.

By Brian Baskin

Even as oil drops, a shift in the
way crude is being valued across
future months points to surpris-
ingly strong support for prices.

Market participants see the so-
called spread between crude-oil fu-
tures contracts as a rough indica-
tor of how tight supplies are. Cur-
rently, benchmark futures—which

represent delivery
in November—are
trading at dis-
counts to Decem-
ber crude futures
that are the small-

est in almost a year. This indicates
that many believe demand will
soon pick up and eat into stock-
piles that soared to multidecade
highs during the trough of the glo-
bal economic downturn.

Light, sweet crude oil for No-
vember delivery on Friday settled
87 cents, or 1.2%, lower at $69.95 a
barrel on the New York Mercantile
Exchange. December crude fell by
the same amount to $70.33, or a
38-cent premium to November.

It was a different story when
prices were falling earlier this
year and spreads were widening to
historic highs above $8: At that
point, oil traders were desperately
unloading contracts for near-term
delivery because the demand out-
look was so grim.

“The spreads are acting as sup-
port,” said Darin Newsom, a senior
analyst at DTN, a market informa-
tion service in Omaha, Neb. “They’re
showing there’s commercial
strength out there that isn’t register-
ing in the news or might not be show-
ing up in some [inventory] reports.”

Time to raise capital

Futures spreads
suggest oil prices
won’t fall much

COMMODITIES
MARKETS

By Gina Chon

BAGHDAD—Iraqi politicians say
they have put aside for the time being
any plans to push for a referendum on
the U.S.-Iraqi security pact governing
the American troop pullout here.

The threat of a referendum had
clouded U.S. withdrawal plans. If
Iraqi voters were given a chance to
vote on the deal some U.S. officials
feared they’d reject it, forcing an ac-
celerated U.S. withdrawal.

Military officials have said they
will comply with any sped-up with-
drawal in the case of a “no” vote in a
referendum. The flagging momen-
tum for a referendum now, however,
eases pressure on U.S. commanders.

U.S. military spokesman Brig.
Gen. Stephen Lanza said the referen-
dum is an issue that is completely up
to the Iraqis, and American troops
are focused on continuing to comply
with the security agreement.

The securitypact calls for allAmer-
ican troops to be out of Iraq by the end
of 2011. When the security treaty was
approved, Sunni lawmakers insisted
on a referendum as a condition of
their support. Originally scheduled
for last July, it was delayed.

Many observers suspected it
might never happen. But in August,
Iraq’s cabinet officially set a new date
of Jan. 16, coinciding with nation-
wide parliamentary polls. A “no” vote
on the deal would trigger a termina-
tion clause, speeding up a full Ameri-
can troop withdrawal by almost a
year. Lawmakers said Sunday that
there weren’t any moves afoot to

push through legislation authoriz-
ing the referendum. That, they say,
means it will either be delayed once
again, or dropped altogether.

Recent worry over Iraq’s ability
to take over security from the U.S.
faster—should the referendum
force an early American withdrawal—
appears to have cooled some Sun-
nis’ insistence on the referendum.

“A fast withdrawal of American
troops may create a security vacuum,”
said Sunni lawmaker Saleh Mutlaq,
who had pushed for a referendum. “So
a referendum carries some risks, and
we should not have it,” he added.

Lawmakers are also consumed
with trying to pass a more-crucial
elections law, and they have had no
time to deal with legislation for a ref-
erendum vote, said Muther al-
Hakim, a member of both the largest
Shiite alliance in parliament and the
legal committee, which would be re-
sponsible for putting together a ref-
erendum proposal.

Mr. Hakim and Rashid al-Azawi,
a lawmaker and senior member of
the Sunni Iraqi Islamic Party, both
said a referendum was no longer nec-
essary because the U.S. military had
so far abided by the security pact.

In the battle over the separate
election legislation, political lead-
ers have largely agreed to rely on
the elections law from the 2005
race, with a few changes, lawmakers
said Sunday. Parliament is required
to pass by Oct. 15 an election law gov-
erning parliamentary polls sched-
uled for January.

But disputes continue on how vot-
ing will be held in the province where
the oil-rich city of Kirkuk is located.
Arabs and Kurds have long squab-
bled over the province’s status.

 —Munaf Mustafa contributed to
this article.

Banks don’t
want to depress
returns with
excess capital.
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Source: Thomson Reuters Datastream

Continental lift
DJ Stoxx European 
bank index
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Greek election shifts power to Socialists
Pasok wins majority,
and freer hand to add
stimulus packages

Washington war debate seeks to addresses Taliban-al Qaeda ties
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By Alkman Granitsas

ATHENS—Greece’s opposition
Socialists were headed for victory in
national elections on Sunday as vot-
ers rejected the incumbent center-
right party, which had been tarred
by scandals and unpopular eco-
nomic policies during its five and a
half years in office.

According to early official esti-
mates, Pasok, the Socialist party, se-
cured 43.8% of the vote, translating
to 160 seats in Greece’s 300-mem-
ber parliament. That should give the
new government a freer hand to in-
troduce the hefty stimulus packages
it says are needed to revive Greece’s
suffering economy.

“This is an historic victory,
which also comes with very great re-
sponsibilities,” senior Pasok parlia-
mentarian Evangelos Venizelos said
shortly before the party officially de-
clared victory.

The incumbent New Democracy
party won 33.9% of the vote, the
early estimates showed, meaning
that its seats will shrink from the cur-
rent 151-seat majority to 92 seats.

Under Greece's reinforced propor-

tional-representation system, the
party with the largest number of votes
is awarded seats based on its overall
results plus a bonus of 40 seats.

To tackle an unemployment rate
of 9% and what is expected be
Greece’s first recession in 15 years,
Pasok has vowed to pursue a Œ3 bil-
lion ($4.4 billion) stimulus program.
It has pledged to raise taxes on the
wealthy and clean up endemic cor-
ruption in the public sector.

The incumbents had promised an
austerity program to cut the govern-
ment deficit—forecast at between

6% and 8% of gross domestic prod-
uct this year, far above the European-
Union mandated level—and that
they would continue to liberalize
Greece’s heavily regulated economy.

Thousands gathered for victory
celebrations, waving flags and cheer-
ing, in the streets outside Pasok head-
quarters in central Athens—close to
the epicenter of student riots last De-
cember. Television images showed
Pasok party leader George Papan-
dreou mobbed by supporters as he
made his way to party headquarters.

“This is a chance for Pasok to re-
ally show its stuff. I think we can ex-
pect some positive surprises,” said
Spyros Draenos, 64 years old, a
Greek academic and longtime Pasok
supporter. “I think people are really
happy.”

The Socialist victory bucks a
wider conservative trend across Eu-
rope. France and Italy have center-
right governments. Germany re-
turned center-right Chancellor An-
gela Merkel to power last Sunday,
and the U.K. is moving toward choos-
ing a Conservative government in
2010, which would end a stretch of
Labour rule since 1997.

On Sunday, Italy’s center-left Par-
tito Democratico said Pasok’s vic-
tory should serve as an example for
other left-leaning parties across the
continent. The Pasok party “con-
firms that when the Left synchro-
nizes itself with the changes and ex-

pectations of society, it reaps con-
sent and confidence,” said Piero
Fassino, who runs foreign policy for
the PD, in a statement Sunday night.

In the weeks leading up to the
vote, it had been unclear whether Pa-
sok would secure an outright major-
ity, stoking fears of a hung parlia-
ment and sending jitters through
Greece’s equity and bond markets.

Voters on Sunday chose to pun-
ish New Democracy, not only for the
ailing economy but also for a string
of scandals—including last year’s
revelations of a controversial land-
swap deal that the government en-
tered into with a local monastery;
the deal cost taxpayers more than
Œ100 million.

Among the first challenges fac-
ing the new government will be to
present a credible program to the Eu-
ropean Commission for how it plans
to reduce Greece’s budget deficit in
the short term and, in the medium
term, how it plans to cut the coun-
try’s debt burden, estimated to top
100% of GDP this year.

The European Commission has
given Greece until the end of 2010 to
bring its budget deficit below the Eu-
ropean Union-mandated ceiling of
3% of GDP. The country is unlikely to
meet that target.

The Socialists will also have to
tackle other problems, including
cracking down on widespread tax
evasion. It is estimated that about a

quarter of tax revenue is lost
through evasion.

“The first thing the Socialists
will have to do is develop a three-
year budget program to show the
commission how it plans to reduce
the budget deficit,” said Panagiotis
Petrakis, head of the economics de-
partment at the University of Ath-
ens. “After that, it will have to work
out a long-term program, say, for
the next 10 years, that will focus on
long-term structural reforms.”

Greece thrived after adopting the
euro in 2001. Requirements for adopt-
ing the currency, such as keeping
down inflation and the government
deficit, led to lower interest rates,
which triggered consumer and hous-
ing booms. Before the global eco-
nomic crisis struck, the Greek econ-
omy expanded at an annual average
rate of 4% for five years, making it one
of the euro zone’s best performers.

But fallout from the financial cri-
sis has buffeted Greece. Shipping
companies lost business, and al-
though the Greek economy contin-
ued to grow until the first quarter of
this year, it was hit this summer as
tourist visits by Northern Europe-
ans declined.

In Sunday’s ballot, three smaller
parties—the Communist Party of
Greece, the Coalition of the Radical
Left and right-wing nationalist party
LAOS—also secured enough votes for
representation in parliament.

Source: Greek state television exit poll

Socialist victory
Projected results of Greek election

Party
Pct. of
vote

Seats in 
Parliament

Pasok

New Democracy

Eco-Greens

Other

KKE 
(Communists)

Coalition of the 
Radical Left

LA.O.S. (right-
wing nationalist)

43.8%

33.9

7.6

4.5 

5.6

2-3

1-2

160

92

21

12

15

-

-

By Peter Spiegel

And Jonathan Weisman

WASHINGTON—Senior mem-
bers of the Obama administration’s
national-security team have im-
mersed themselves in their wide-
ranging review of Afghan war strat-
egy, following signs the president is
seeking to determine whether the re-
surgence of the Taliban would neces-
sarily lead to an increased threat of
a terrorist attack in the U.S.

President Barack Obama held a
surprise meeting with Gen. Stanley
McChrystal during a stopover in
Copenhagen Friday, the first face-to-
face session between the two men

since the general took command of
the Afghan war in June.

Secretary of State Hillary Clinton
met for four hours Friday afternoon
withthe State Department’s tophands
in the region, including Richard Hol-
brooke, the special envoy to Afghani-
stan and Pakistan, and the U.S. ambas-
sadors to Kabul, and Islamabad.

Mr.Obama, in acabinet-level meet-
ing last Wednesday, pressed his mili-
tary commanders over whether the
Taliban still has close ties to al Qaeda
and whether the international terror-
ist group would continue to have a ha-
ven should the Taliban regain control
of parts of the country, according to a
senior administration official.

“There are people over there
that think that there’s a rift between
the Taliban and al Qaeda,” said a se-
nior military official. “The logic is
that since the Taliban once owned
Afghanistan, and got kicked out of
Afghanistan, they’re not likely to
make the same mistake twice.”

But the official added that “it’s a
small number of people who think
that,” and that most officials in-
volved in the debate are convinced
that the Taliban “will at least be com-
plicit in allowing al Qaeda back in” if
they regain control.

The White House plans two more
meetings this week on Afghanistan,
on Wednesday and Friday. But

White House officials aren’t saying
final decisions are imminent on
troop levels or shifts in strategy.

Gen. McChrystal, in a strategic as-
sessment last month, said time is of
theessence in the fightagainst the Tal-
iban. In late September, he presented
the Pentagon with a request for up to
an additional 40,000 troops to join
the over 60,000 in Afghanistan.

Top White House officials, led by
Vice President Joe Biden and White
House Chief of Staff Rahm Emanuel,
areincreasinglyleery ofa majorexpan-
sion of U.S. troop presence. They paint
the current debate as a crucial mo-
ment, similar to the final months of

the Kennedy administration and the
opening months of Lyndon Johnson’s
administration, when both presidents
faced the choice of doubling down in
Vietnam or rethinking strategy there.

But administration officials cau-
tion that no one is talking about pull-
ing out of Afghanistan or even a sub-
stantial troop reduction. The effort
should focus on stabilizing Afghani-
stan and bringing cooperative ele-
ments of the Taliban into the politi-
cal process while redoubling efforts
against al Qaeda in Pakistan, say
those in the Biden camp.

—Yochi J. Dreazen
contributed to this article.
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EU to press Czech President Klaus to sign Lisbon Treaty

EU ponders new president, foreign minister
After Ireland’s vote,
many see top post
going to Tony Blair

Lehman seeks to pay assets straight to its hedge-fund creditors

patching its European-affairs minis-
ter to Prague.

Mr. Barroso said he was also
ready to accept names from the 27
EU countries of their representa-
tives on the commission, the union’s
executive arm. Terms of the current
commissioners end this month, and
the process of replacing them had
been delayed until the fate of the Lis-
bon Treaty became clear.

“We start already on Monday to
start to push every head of state” to
sign the treaty, said Guy Verhofs-
tadt, a former Belgian prime minis-
ter and the leader of the European
Parliament’s liberal wing.

Ireland alone held a popular ref-
erendum on the treaty; the others
ratified it through their parlia-
ments. The process is now incom-
plete in two countries: Poland and
the Czech Republic, which need
their presidents’ signatures.

Polish President Lech Kaczynski
has said he would sign it as soon as
Irish voters approved it, though his
office gave no details on timing in a
statement Sunday.

Mr. Klaus is another matter. The
Czech president has never hidden
his disdain for the EU, and he has a
hero’s status among treaty oppo-
nents across Europe.

He also has little regard for the
EU’s niceties; he has sparred pub-
licly with Mr. Barroso and was dis-
missive of the EU during the Czech
Republic’s six-month presidency
that ended in June.

Allies of Mr. Klaus last week com-
plained to the Czech constitutional
court that the treaty is incompatible
with Czech law, buying him some
time. The court, which rejected a
similar complaint last year, said it
will rule by the end of the month-
though it could decide it needs more
time for a full ruling.

But defying all the rest of Europe
may prove difficult. If the court
blesses the treaty and Mr. Klaus con-
tinues to refuse, “he would be in real
danger of being impeached” or re-
moved from office, saysJiri Pehe, a po-
litical analyst and the director of New
York University’s program in Prague.

Mr. Klaus’s spokesman didn’t re-
spond to requests for comment. The
president is the head of state in the

Czech Republic, but the prime minis-
ter wields most executive authority.
The strong Irish vote doesn’t help
Mr. Klaus’s cause.

“He is under a lot of pressure do-
mestically already, and he will be un-
der a lot more pressure after today,”
Mr. Pehe said Saturday as results
from Ireland became clear.

The Lisbon Treaty’s roots go back
to 2001, when the union—urged by
leaders who believed in deeper Euro-
pean federalism—laid the ground-
work for an EU constitution. The
draft constitution was defeated in ref-
erendums in France and the Nether-
lands in 2005; it was watered down
and repackaged as the Lisbon Treaty.

Among the changes the new
treaty would introduce are elimina-
tions of national vetos, where indi-
vidual governments can block EU ac-
tions, in more areas.

But most visible is the new per-
manent job of EU president, ap-
pointed for up to five years. That
would replace the current system,
whereby countries chair the EU in
six-month rotations. The treaty also
would strengthen the EU foreign-af-
fairs representative.

A replacement for the incum-
bent, Javier Solana, who is step-
ping down, would be bolstered by a
diplomatic service and the large
staff and aid budget of a hitherto
parallel foreign-affairs staff inside
the European Commission.

Backers believe the new struc-
ture will beef up the EU’s often elu-
sive common foreign policy. “Eu-
rope has lost and lost and lost

weight in the world,” says Romano
Prodi, the former Italian prime min-
ister and European Commission
president. “We are more and more
spectators and less and less actors.”

The Lisbon Treaty isn’t a pana-
cea, Mr. Prodi adds, but it will mean
“less fragmented power for Europe.”

Whether that turns out to be the
case will depend on who fills the top
posts. Former British Prime Minis-
ter Tony Blair is frequently men-
tioned. He doesn’t lack for celebrity
wattage, but he may be an uncom-
fortable choice for some national
leaders who fear receding into his
shadow. He is also unloved by many
for supporting the Iraq war.

Europe has also changed substan-
tially since the era of the federalists
who shaped the constitution effort.
Its largest state, Germany, has al-
ways been ardently pro-European.
But in recent years, it has become
more assertive of German interests
within the bloc. The U.K.—always
skeptical of adding to EU powers—
could end up with a Conservative
government next year that is partic-
ularly hostile.

“The member states that will en-
force the treaty today are perhaps
less interested in European integra-
tion” than those who wrote it, says
Giuliano Amato, a former Italian
prime minister who was vice presi-
dent of the convention that drafted
the failed constitution.

“Would you consider that we will
have a coordinated foreign policy
[once the Lisbon Treaty is imple-
mented]?” Mr. Amato says. “I would

say you are naïve.”
The Irish vote could prove an un-

welcome headache for Britain’s To-
ries, who have pledged a referen-
dum if they come to power and Lis-
bon isn’t fully ratified but have not
spelled what they would do if it is. Di-
visions within the party over the is-
sue of Europe helped send them to
landslide defeats in the past three
general elections

Indeed, the strength of the pro-
treaty vote stunned even its most ar-
dent supporters in Ireland. In the
2008 running, 33 of Ireland’s 43 par-
liamentary constituencies voted no.
This year, only two of them did. Many
chalked it up to the poor economy.

“We need Europe’s support at
present,” said Garret FitzGerald,
who was Ireland’s prime minister in
the 1980s, and who had come to the
cavernous hall in south Dublin Satur-
day morning where ballots from the
city were being counted by hand on
long tables. He pointed out that the
European Central Bank is providing
substantial liquidity to Ireland’s hob-
bled banking system.

“Don’t kick them in the teeth,” he
said. “Europe is enormously impor-
tant to us.”
 —Alistair MacDonald

in London, Sean Carney in Prague
and Malgorzata Halaba in

Warsaw contributed to this article.
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Results from the voting in 
Ireland on the second Lisbon 
Treaty referendum
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2008

67%33%

In favorAgainst
47%53%

By John W. Miller

BRUSSELS—The Irish answer to
the Lisbon Treaty formally opens
the gates to the politically charged
business of choosing Europe’s first-
ever president and foreign minister
of the assembly of the European
Union’s 27 member governments.

For weeks, pundits and politi-
cians have been handicapping the
field, with former British prime min-
ister Tony Blair emerging as the
man to beat, although his candidacy
faces some high hurdles.

The Lisbon Treaty calls for the
two new posts to be chosen by na-
tional leaders and confirmed by the
European Parliament. Inevitably,
their selection will be part of a conti-

nental horse-trading game involv-
ing other IOUs among nations, and
plum positions in the European Com-
mission, the EU’s executive branch.

Mr. Blair could give Europe a fa-
mous face and a connection to elites
everywhere. As a left-of-center poli-
tician from Northern Europe, he of-
fers political and geographical bal-
ance to the EU commission presi-
dent, José Manuel Barroso, a Portu-
guese conservative. Mr. Barroso, a
consensus-builder who doesn’t ruf-
fle many feathers, was reappointed
to a five-year term this summer.

France regards Mr. Blair as a can-
didate who has “all the creden-
tials,” said a spokesman for French
President Nicolas Sarkozy. German
Chancellor Angela Merkel en-
dorses the notion of a powerful per-
sonality as president, says a person
familiar with her thinking. How-
ever, Ms. Merkel is concerned that
Mr. Blair might not be acceptable
to the European Parliament, the
person said.

Other factors could cripple Mr.
Blair’s candidacy, say government
officials in several EU countries. Mr.
Sarkozy and Ms. Merkel—who have
the greatest weight in the voting—
could decide they don’t want the
high-profile Briton overshadowing
them. Mr. Blair is known in Brussels
for propelling the Iraq war, which is
still very unpopular in Europe.

Mr. Blair has kept busy since step-
ping down as prime minister in
2007, working as Middle East envoy
for the Quartet group of the United
Nations, the U.S., the European
Union and Russia, making regular
paid speeches to U.S. audiences, run-
ning two charitable foundations,
and consulting for J.P. Morgan
Chase & Co. and Swiss insurer Zur-
ich Financial Services Group.

Other candidates have shortcom-
ings of their own, say EU diplomats.
Former Spanish Prime Minister Fe-
lipe Gonzalez, a socialist, hasn’t mas-
tered English sufficiently. Luxem-
bourg Premier Jean-Claude Juncker

and former Belgian leader Guy Ver-
hofstadt are too attached to the idea
of a powerful EU state for some coun-
tries. Chris Patten, the last governor
of Hong Kong, would upset China.

One favorite with few strikes
against him, say EU diplomats, is
Dutch center-right Prime Minister
Jan Peter Balkenende. “He’s young
but he’s been around, he speaks lan-
guages, he’s inclusive, he doesn’t
have many enemies” says Piotr Ma-
ciej Kaczynski, an analyst with the
Centre for European Policy Stud-
ies. “The one downside is that he
doesn’t offer the visibility of
Blair.”

The foreign minister is likely to
be a political opposite of the presi-
dent. If Mr. Blair is selected, the job
could go to EU enlargement commis-
sioner Olli Rehn, a Finnish conserva-
tive, or former German foreign min-
ister Frank-Walter Steinmeier, a
Christian Democrat. Other candi-
dates named by diplomats in Brus-
sels include Mr. Balkenende, Mr. Pat-

ten and former Swedish Prime Min-
ister Carl Bildt.

The EU commission’s five-year
term ends this month, opening up
26 top civil-servant jobs to yet more
negotiations. Over the next few
weeks, each EU capital will submit a
nominee to Mr. Barroso, who will as-
sign them portfolios. The European
Parliament then must vote to ap-
prove the commissioners.

The top jobs are those that grant
real power over the economy. The
antitrust commissioner, for exam-
ple, can fine big corporations and
bust megamergers; the trade chief
is mandated to negotiate interna-
tional agreements; and the internal-
markets boss will have a hand in re-
writing regulation on financial mar-
kets. There are too many possible
permutations to speculate on names
at this stage, say diplomats and ana-
lysts.
 —Quentin Fottrell and

David Gauthier-Villars
contributed to this article.

ny’s central bank, since a bank it par-
tially owned made a loan to Lehman
just before the firm filed for bank-
ruptcy.

Under the proposal set to be an-
nounced on Monday, creditors who
agree in writing would be bound to
the plan. Support from a large major-
ity of creditors would allow the ad-
ministrator to set a time frame to re-
lease assets.

The High Court in August said it
lacked jurisdiction to close out fu-
ture claims by setting a “bar date.”

The administrator has appealed the
decision. Lehman’s London unit has
assets valued at about $9.5 billion,
and the administrator is seeking
$6.9 billion elsewhere at the firm.

The creditors’ committee in the
U.K. bankruptcy case includes
hedge-fund managers Ramius LLC,
GLG Partners LP and Oceanwood
Capital Management LLP.

“A collective solution likely will
lead to the fastest resolution,” said
Alejandro San Miguel, a lawyer for
GLG. “We’re optimistic that we’ll
get support if the proposal is suffi-

ciently attractive for clients” of Leh-
man’s London operations “such that
they can put this behind them.”
When Lehman filed for bankruptcy,
GLG said it had about $100 million
in Lehman, or less than 1% of GLG’s
assets.

“The situation is so complex, if
we don’t have something like this,
lots of clients will have their assets
stuck … for a long, long time,” said
Owen Littman, general counsel at
Ramius.

An estimated 400 to 450 of Leh-
man’s secured creditors in the U.K.

bankruptcy case are hedge funds
that were “prime brokerage” cli-
ents, trading through Lehman and
receiving funding for the transac-
tions, among other things.

U.S. hedge funds were able to ob-
tain more favorable terms on their
prime-brokerage accounts at the
overseas Lehman office because
their assets could be used as collat-
eral for debt at Lehman. In the U.S.,
brokerage assets must be segre-
gated to avoid such snarls.

About $2 billion to $3 billion in
hedge-fund assets have already

been returned under various “hard-
ship” provisions of the bankruptcy
procedures, Mr. Pearson said. For ex-
ample, if a fund had 75% of its assets
tied up, it could have applied under
the procedures. Asset returns were
subject to being reclaimed under
certain scenarios.

Hedge-fund trade groups have in-
tensified efforts to gain support
from U.S. lawmakers and regulators
to free their marooned assets. Their
pitch: Investors in the hedge funds
include pension funds and college
endowments.

Continued from first page
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Turkish premier defends media tax battle
A $3.2 billion fine
threatens standing
of the Dogan group

Turkey's Prime Minister Recep Tayyip Erdogan greets his supporters as he enters the hall to address the third congress of
his Justice and Development party in Ankara on Saturday.

By Marc Champion

ISTANBUL—Turkey’s Prime Min-
ister Recep Tayyip Erdogan de-
fended his government’s crippling
$3.2 billion demand in fines and pen-
alties against the country’s largest
media business, comparing the case
with the U.S. pursuit of gangster Al
Capone on tax-evasion charges in
the 1930s.

Mr. Erdogan, interviewed Sun-
day at the elegant waterside offices
that serve as the government’s
home when in Istanbul, also said his
country had resolved its dispute
with the International Monetary
Fund over the fund’s demand he
should make Turkey’s tax authority
independent. He said he would like
to see a new IMF program for Tur-
key agreed “soon.”

Marek Belka, director of the
IMF’s Europe department, declined
to comment. Turkey is hosting the
annual meeting of the IMF and the
World Bank in Istanbul this week.

Mr. Erdogan also challenged the
intense focus on checking Iran’s nu-
clear-fuel program, saying it wasn’t
the biggest problem in the Middle
East. And he said he was certain Tur-
key and Armenia would sign an
agreement to reopen their closed
border and establish diplomatic rela-
tions on Oct. 10, provided Armenia
doesn’t alter the text.

The tax case against Dogan Yayin
Holding AS—which owns roughly
half the television and newspaper
market in Turkey—has drawn con-
cern at home and abroad. Days after
a $2.5 billion fine was announced

last month, the European Commis-
sion in Brussels expressed “serious
concerns” over the implications for
press freedom in Turkey and said it
would include the incident in its re-
port later this month on progress in
Turkey’s talks to join the European
Union. The Organization for Secu-
rity and Cooperation in Europe also
has expressed concern.

“The issue here is of a routine tax
examination,” Mr. Erdogan said. “In
the U.S., too, there are people who
have had problems with evading
taxes. Al Capone comes to mind. He
was very rich but then he spent the
rest of his life in jail. … Nobody
raised a voice when those events
happened.”

“There are no legal grounds for
these tax [demands], they are base-
less,” said a senior executive at the
Dogan group, who asked not to be
named. He said the Dogan group had
been singled for attention out after
the media group published stories al-
leging corruption in fundraising for
the ruling party. He said 30 tax in-
spectors had been at the group’s of-
fices for a year since, combing
through its books.

By the end of this week, Turkey’s
finance ministry is due to decide on
whether to insist on its decision that
Dogan group provide $3.2 billion in

collateral, the full amount of the fine
plus interest and penalties to date,
while the group appeals the fine in
court.

The senior Dogan executive said
the company would file for a court
injunction if the finance ministry
stuck to its demand. If it were imple-
mented, “We would be inoperative;
we’d be out of the picture,” the exec-
utive added.

Mr. Erdogan said the Dogan
group can challenge the fine in court
and has already settled one tax-eva-
sion case out of court, related to its
petroleum business Petrol Ofisi.
Asked if it was acceptable for the gov-
ernment to demand collateral that
would collapse the company before
the case reaches court, Mr. Erdogan
said the court might issue an injunc-
tion, or the group could settle first.

He bristled at the comparison
some critics have drawn between
his government’s pursuit of Dogan
group and the Russian govern-
ment’s bankrupting of oil company
Yukos with back-tax charges, under
then-President Vladimir Putin.

“I find it to be very ugly, very im-
proper. I think those words have
been expressed by some people
from the Dogan group, like the
daughters of [chairman Aydin]
Dogan,” Mr. Erdogan said. He de-
scribed the charges as “disrespect-
ful” to both himself and Mr. Putin as
elected leaders.

Mr. Erdogan said the case
against the Dogan group was part of
a broad government policy aimed at
cleaning up Turkey’s large under-
ground economy and bringing it
onto the books. That is the same rea-
son for which he said he had resisted
the IMF’s request to depoliticize the
tax authorities. “We need to work
hand in hand,” with the tax service
in that effort, he said.

Earlier this year, Dogan group
was hit with a $500 million fine in
connection with the sale of a minor-
ity stake in its television unit to Axel
Springer AG, of Germany. A $2.5 bil-
lion fine came Sept. 8, this time for
upaid taxes sales of shares within
the group.

The Dogan executive said the
transactions were aimed at unwind-

ing cross ownership within the
group, to make units more attrac-
tive to outside buyers, and weren’t
tax liable.

Late last month, the finance min-

istry told the group it had 15 days to
provide collateral for the fine, plus
penalties and interest, amounting
to $3.2 billion in total. That deadline
expires Friday, the Dogan executive

said. The group is now in talks to sell
its stake in Petrol Ofisi to its partner,
Austria’s OMV AG, to help cover the
fines.

The Dogan group gets little sym-
pathy in Turkey, said Soli Özel, a
prominent columnist with Hab-
ertürk, an independent daily. That’s
because the group used its media
and connections to further its busi-
ness interests in the past. Still, “this
is ultimately about shutting up all
sources of opposition, and you can-
not have a democracy like that,”
said Mr. Özel.

“We have never been against
freedom of the press,” said Mr. Er-
dogan.

The prime minister’s Justice and
Development, or AK, party came to
power in 2001, challenging the secu-
lar elite—including Mr. Dogan—
that had long run Turkey. Though
the AK party triggered concerns
among some with its Islamist roots,
in government it has pursued eco-
nomic and other reforms that
opened the way to membership
talks with the EU and created the
kind of macroeconomic stability
long lacking in Turkey.

Despite a sharp drop in growth in
the first quarter, Turkey appears to
have weathered the financial crisis
relatively well. Whereas IMF pro-
grams negotiated for some other
countries in emerging Europe are
about “preventing collapse, that’s
not the case in Turkey,” said Mr.
Belka. A facility would instead aim
to boost growth by freeing credit for
use in the private sector.

LEADING THE NEWS

The European
Commission in
Brussels expressed
‘serious concerns.’
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Cameron promises push on welfare, jobs
Conservative leader
also vows to lower
U.K. public spending

This time, Iran’s nuclear program isn’t nudging oil prices

Many lost jobs in U.S. will never return as economy keeps shifting

By Laurence Norman

LONDON—The U.K.’s opposition
Conservative Party goes into its an-
nual convention today buoyed by
hopes of ending its long exile from
power and promising to tackle the
jobs and debt crisis sparked by the
country’s recession.

On Sunday, conservative leader
David Cameron promised a big push
on welfare reform and job creation
in a bid to get millions back to work
while also cutting public spending
to trim the U.K.’s soaring borrowing.
However, in the wake of Ireland’s
“yes” vote on the Lisbon treaty, Mr.
Cameron’s party continued to face

questions over its attitude to the Eu-
ropean Union, an issue that tore
apart the last Conservative govern-
ment in the 1990s and has often di-
vided the party since.

Mr. Cameron told the British
Broadcasting Corp. that his party
will launch a major program to
tackle the “jobs crisis” if elected
next year. He promised a “big, bold
and radical scheme to get millions of
people back to work.”

The Conservatives currently
hold a clear lead in opinion polls
with the governing Labour Party
needing to call an election by June
2010. The Conservatives have been
out of power since 1997.

Mr. Cameron, who is expected to
make his keynote speech to the con-
ference Thursday, said the upfront
cost of the scheme would be £600
million ($955.8 million) and the
party would lay out exactly how it
would be paid for during the coming

days. Mr. Cameron’s plans would
mean scrapping Labour’s New Deal
scheme, which is Prime Minister
Gordon Brown’s flagship program
for getting people back to work.

The Conservative proposals
were attacked by Labour Chancellor
of the Exchequer Alistair Darling,
who told reporters on the sidelines
of the International Monetary Fund
and World Bank meetings in Istan-
bul that Mr. Cameron’s plans would
put at risk the tentative economic
pick up. “When I read today that the
Conservatives and David Cameron
are proposing to not only end the
support for the economy, which of
course would mean unemployment
would go up, but also to scrap the
New Deal and to withdraw many of
the measures that we have put in
place, that seems to me to be en-
tirely wrong,” Mr. Darling said.

Both parties are facing increasing
scrutiny on how they will fund their

promises to the electorate with the
U.K.’s budget deficit expected to hit
12% of gross domestic product dur-
ing the current financial year, among
the highest in the developed world.

Mr. Cameron has also been
boosted by Mr. Brown’s decision dur-
ing the weekend to accept face-to-
face TV debates in the run-up to the
election, which Mr. Cameron, whose
communication skills were key to
propelling him to the leadership,
has repeatedly called for.

Although the Conservatives will
use their conference in the northern
city of Manchester to try and ram
home their attack on Labour, it risks
also being the first place where divi-
sions over Europe reopen.

The Conservatives have said
they want a referendum on Lisbon
and would campaign for a “no” vote,
a result that could reignite a divisive
European debate on the treaty and
aggravate tensions between Mr.

Cameron and other center-right
leaders across Europe, such as Ger-
many’s Angela Merkel and France’s
Nicolas Sarkozy.

However, Mr. Cameron hasn’t
said what he will do if the treaty has
already been ratified by all other
member states, with the likes of Po-
land and the Czech Republic yet to
approve the treaty.

Refusing to commit to a vote
would exasperate the Conservative
party’s many Euro-skeptics but
pressing ahead could prove a huge
distraction for what Mr. Cameron
hopes will be a new Conservative
government keen to put the econ-
omy and debt reduction at the front
of its agenda.

Conservative London Mayor
Boris Johnson started the argument
Sunday in an interview in the Sun-
day Times, calling for a referendum.

—Natasha Brereton
contributed to this article.
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U.S. workers at the time were in jobs
the Census Bureau didn’t even list as
occupations in 1967.

Determining which fields will be-
come popular is next to impossible.
“It is very difficult, without a crystal
ball, to know where the economy
will be in 10 years,” said Susan
Wolff, chief academic officer of Co-
lumbia Gorge Community College in
The Dalles, Ore. “Sometimes we
think we’re doing a pretty good job
if we can guess where the economy
is going to be in five years.”

In addition to replacing 7.2 mil-
lion lost jobs, the economy needs an
additional 100,000 a month to keep
up with population growth. If the
job market returns to the rapid pace
of the 1990s—adding 2.15 million
private-sector jobs a year, double
the 2001-2007 pace—the U.S.
wouldn’t get back to a 5% unemploy-
ment rate until late 2017, Rutgers
University economist Joseph Sen-
eca estimated. And that assumes no
recession between now and then.
“Even with some very optimistic as-
sumptions, it’s a long road back,”
Mr. Seneca said.

Where will the jobs come from? In

the short run, a growing economy
means some businesses will recall
laid-off workers. But others won’t.
Many jobs in real estate and finance,
for instance, are likely gone forever.
And those in retail and leisure may be
slow to return if consumers are reluc-
tant to spend. Federal-government
spending—in research and develop-
ment, in stimulus spending on the dig-
itization of health records and energy
efficiency—will create some jobs. But
that leaves open the big question of
whether the private sector can create
jobs when stimulus spending ebbs.

Health care and education have
proved resilient in the recession and
are expected to be big gainers over
the long run. Even if lawmakers find
a way to slow health spending, add-
ing more Americans to insurance
rolls would raise demand for health
care. But that would only go part of
the way toward creating two million
jobs a year. The Labor Department
estimates health care will add about
300,000 jobs a year through 2016.

The service sector will be key,
particularly jobs based on analytical
skills that require specialized train-
ing. “It’s not manufacturing,” said
Nigel Gault, chief U.S. economist at

forecasting firm IHS Global Insight.
“Wherever the U.S. has a compara-
tive advantage in brainpower will be
strong sources of job growth. You
have to keep generating the innova-
tions here in order to keep generat-
ing the employment gains.”

The White House and many law-
makers are counting on “green” jobs
built around clean-energy technol-
ogy. President Barack Obama wants
the U.S. to create five million such

jobs—from solar and wind to energy
efficiency—over the next decade.
Getting there would require ad-
vances in current technology from
transmission lines to energy stor-
age and advances in training—all of
which are likely to take years.

Columbia Gorge Community Col-
lege started a renewable-energy-
technology program in early 2007
with 58 students during that year.
For the current academic year, it has

156 students learning about wind
towers and electrical systems, and
the school turned away 100 for lack
of space.

But will the graduates find jobs?
Dave Fenwick, a 57-year-old soft-
ware engineer, started in the pro-
gram in the spring to find a more de-
pendable source of income after
business in his field ran dry. He ex-
pects to have his one-year certifi-
cate in December and to have a job
eventually—but he isn’t counting
on getting hired immediately.
“None of the companies building
wind farms can get financing, so
they’re not hiring many techni-
cians,” Mr. Fenwick said. “Things
have just been stagnating waiting
for credit to be freed up.”

IHS Global Insight predicts the to-
tal number of jobs in the U.S. won’t
return to prerecession levels until
2013. And that doesn’t account for
the growth in the labor force, so it
forecasts unemployment will be a
painfully high 8.1% then. Getting
back to the 5% unemployment rate
that prevailed before the downturn
isn’t anywhere in the firm’s 10-year
forecast horizon. At the end of 2019,
it puts unemployment at 5.75%.

Continued from first page

Source: U.S. Labor Department
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By Guy Chazan

Tensions over Iran’s nuclear pro-
gram were one of the main drivers
pushing oil up to nearly $150 a year
ago. What a difference a year makes.

Oil markets have brushed off last
week’s disclosures about Iran’s se-
cret uranium-enrichment facility
near the holy city of Qom. The news
increased suspicions that Tehran
may be seeking a nuclear weapon,
raising the prospect of a diplomatic
crisis that could prompt Iran to cut
its oil exports—but oil prices have
barely budged.

The reason: The world is a very
different place than it was a year
ago. The global economic slowdown
has eroded oil demand, inventories
are full, and there is plenty of spare
supply. Even if Iran cut its oil ex-
ports, Saudi Arabia has so much
spare production capacity that it
could easily make up the shortfall.

“There’s never been a better
time to impose sanctions on Iran,

and there won’t be in the future ei-
ther,” said Olivier Jakob, managing
director of Petromatrix, an oil re-

search firm. “Today, the world can
afford to lose Iranian crude exports
for a few months.”

There is also a sense of jaded-
ness among oil traders about Iran’s
nuclear ambitions. “It’s like—
we’ve seen this movie before,” said
Stephen Schork, an independent
oil analyst. “That’s why the mar-
ket’s response to Qom has been
tepid to say the least.”

The price of crude did jump
above $70 a barrel on Wednesday,
ahead of talks in Geneva between
Iran and six global powers, part of
the international effort to prevent
Tehran from developing nuclear
weapons. But analysts said that
jump was driven by a surprisingly
large draw in gasoline stocks.

Since then, oil has fallen back,
closing down $1.17 Friday at $69.65
a barrel on the New York Mercantile
Exchange.

The revelations about the Qom
facility, and missile launches by
Iran on Monday, initially prompted

talk of a renewed “Iranian risk pre-
mium” in price forecasts. The
worry was that a more confronta-
tional stance by Tehran could trig-
ger an embargo on gasoline im-
ports to Iran. That in turn might
provoke Iran to retaliate by cutting
off its oil exports.

Yet the likelihood of tough new
sanctions appeared to ebb this week
after the talks in Geneva. Tehran
made some concessions, agreeing to
ship part of its stockpile of enriched
uranium to Russia and France for
further processing and allowing
United Nations inspectors to visit
the previously clandestine facility
in Qom within weeks.

For now, Iran appears to be off
the hook, with the West pushing
back its deadline for seeing
progress in talks to December. That
means there is little immediate
chance of new punitive sanctions
against Tehran.

The result is that oil market ana-
lysts say they believe the geopoliti-

cal risk around Iran will wane.
“Once the current hype fades and
the situation calms down, for the
rest of this year, Iran will be neutral”
for the oil price, said Mike Wittner,
an oil analyst at Société Générale.
“Next year may be another story.”

In the dying days of the Bush ad-
ministration, rumors flew that the
U.S. might launch airstrikes to
thwart Iran’s putative nuclear ambi-
tions. Israel, too, was refusing to rule
out a military option. Iran, mean-
while, said it would respond to an air-
strike by closing the Strait of Hor-
muz, through which some 40% of all
seaborne traded oil flows. Such talk
set oil markets alight.

Since then, the mood has
changed, with President Barack
Obama saying he is committed to en-
gagement with Iran. U.S. Defense
Secretary Robert Gates last week
played down the effectiveness of mil-
itary strikes.

Still, Iran will likely remain a
source of volatility in oil markets.
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For Viktor & Rolf,
tulle’s shear delight
Dutch duo cut and slice

their ‘Credit Crunch Couture’

and create works of art

The world has to cut back—and
sodid ViktorHorsting and Rolf Sno-
eren,the entertaining and thought-
provoking designers behind Viktor
& Rolf. The Dutch-based duo called
their spring show Saturday “Credit
Crunch Couture,” saying they “cut
the tulle from their ball gowns to
make more tailored tulle gowns.”

Dresses and ball gowns of
thickly packed layers of tulle were
cut and sliced—sometimes with cir-
cular holes like Swiss cheese, and
other times as though a chainsaw
cut off half a sponge. They were ex-
ercises in geometry and illusion.
One was cut through in the mid-
dle—a black sheath dress barely
visible between the upper and
lower halves, which seemed to
float separately down the runway.

It’s easy to get carried away
with Viktor & Rolf’s shows—those
fantastic gowns are works of art—
but this duo does exquisite tailor-
ing as well. And this time, they
showed pajamas and lingerie—
something we’ve seen a lot of at Mi-
lan and Paris fashion weeks. Linge-
rie could be a nice little splurge for
consumers who have been holding
back on purchases for a year.

And then there were the lovely

sort of pieces that we’ll actually
see more of in stores. Like a peach
silk blouse with circles cut out and
the edges of the circles embroi-
dered in various sizes, like bubbles
that popped.
 —Christina Binkley

Akris introduces
luscious accessories

Albert Kriemler is known for de-
livering elegant architectural lines
in his clothes, making them from
the most expensive fabrics possi-
ble in Switzerland, and selling
them like crazy.

So it will be very, very interest-
ing to see how his handbags, belts
and shoes for family-owned Akris
sell. In a surprise decision several
months ago, the brand announced
that it will produce accessories.

The handbags on the runway
Sunday were luscious—unadorned
with the heavy hardware or other
excitement used on trendy bags.
Their competitors will probably be
Balenciaga and Jil Sander—but
they are unlike those, featuring
rich textures and unusual shapes,
like the small triangular evening
bags and a roomy, rounded bag
that looked soft enough to serve as
a pillow.

Mr. Kriemler also gave us linge-
rie looks—bras peeking from un-
derneath long plunging necklines
or loosely hanging tunics. Net
backs on some suits and tunics
were modern and urban.

Women who wear Akris can’t

help but look rich and tasteful—re-
gardless of whether they are.
 —Christina Binkley

Jean Paul Gaultier
makes his point

It’s been a big season for linge-
rie on the runway, but Jean Paul
Gaultier did it bigger and badder.
His models wore pointy bras, cor-
sets with pointy bras and even
denim overalls with pointy bras—
along with garters and something
that can only be described as a
quilted and padded pad for the
rear end. Remember the pointy bra
he did for Madonna’s “Blond Ambi-
tion” tour years ago?

Mr. Gaultier started his show
Saturday with straightforward
men’s overalls, followed by more
feminine versions, and then the de-
signer began to play with denim-
like patterns on other textiles—
and with overalls in silk.

But the real takeaway for the
collection was in the clothes one
could practically overlook under
all the adornment: the exquisitely

tailored trench coats, a soft pink
jacket, several shirt dresses. A real
standout—showing what can hap-
pen when a designer thinks inside
out—was a perfectly tailored dark
jacket fit for any boardroom. But
from behind, the back was cut out
in a half circle—exactly the oppo-
site of what you’d anticipate.
That’s what we’re paying for.
 —Christina Binkley

Fun and elegance
imbue Lanvin party

Lanvin is a party. And why not?
Why buy casual daywear from a
line of clothing with such a storied
name for elegance?

Guests to Lanvin’s Friday run-
way show were greeted with fruity
mixed drinks and tiny pastries
passed around by waiters who
leapt and skittered around fashion-
hardliners in shoes so large and
clumpy that they stormed like ele-
phants down the center aisle.

Aside from this slightly comical
scene, the show, held in a ware-
house a few blocks from the Seine

River, was all about fun and ele-
gance.

The show began with a certain
mature strictness—looks for la-
dies who want a nipped waist dress
with a large ruffle running off the
shoulder that makes an entrance in
a room. Gradually, the looks soft-
ened until the dresses were of a
washed silk, still slightly wrinkled
as though it had been pulled from
the dryer.

A highlight was a beige slip of a
dress wrapped in transparent red
silk like a gift. Also, look for the
jacket of a material that was
pleated in the shape of quilting.

Lanvin’s Alber Elbaz is ador-
able—a cherubic Israeli, Moroccan-
born designer who chuckles at his
ownweight issuesand hugsbackers
in his front row. He looks as though
he’s having fun. Good karma.
 —Christina Binkley

Read more write-ups from Paris
fashion week, including Balen-
ciaga and Dior, and find the lat-
est updates and photos, at WSJ.
com/Runway

HEARD ON THE RUNWAY
Paris’s fashion week

With 2016 Games in hand, the real work begins for Rio

Jean Paul Gaultier, above,
did this season’s lingerie
trend bigger and badder. At right,
Viktor & Rolf’s dresses were
exercises in geometry and illusion.

Akris’s newly launched handbags came in rich textures and unusual shapes.
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By Matt Moffett

RIO DE JANEIRO—There are
2,496 days until the opening of the
2016 Olympics. Rio de Janeiro, the
first South American Olympic host,
will need every last one of them to
complete an epic urban makeover.

For all of its natural beauty, Rio
has been in a state of decline since
the national capital was transferred
from here to the newly created city
of Brasilia in 1960.As part of a $14bil-
lion Olympic overhaul, Rio will have
to add subway lines and a new bus
system, attract investors to double
the city’s hotel space and clean up a
polluted bay and lakes. It must build
four arenas, overhaul two stadiums
and construct facilities for sports
like tennis and mountain biking. And
somehow, authorities must deal

with drug-related violence in a city
where statisticians routinely pub-
lish data on killings by stray bullets.

Rio residents are hoping that the
international spotlight on the city
cast by the Olympics will introduce
someaccountability into thelocalpo-
litical system, which has been prone
to inefficiency and corruption. Rio
Mayor Eduardo Paes said the city this
week will launch a Web site, Olympic
Transparency, where all spending on
the games will be posted.

But amid the euphoria over how
the Olympics could give Brazil an in-
ternational visibility it has always
craved, there were voices of caution.

“I feel there might be a little bit
of naivete that an event is going to
be able to transform patterns of poli-
tics that have been in place many,
many years,” said Jose Antonio

Cheibub, a political scientist at the
University of Illinois.

On Friday, the day the Olympic
committee awarded the games to
Rio,Dilma Rousseff,cabinet chief and
right hand aide of President Luiz Iná-
cio Lula da Silva, lead a committee of
politicians visiting some poor neigh-
borhoods in northern Rio where the
government is spending heavily on
public works. But before it dared to
venture into the violence-ridden
neighborhood, the group needed an
escort of 80 military policemen.

Cities in circumstances more fa-
vorable than Rio’s, such as Mont-
real, have had trouble making a go of
the Olympics economically, experts
say. “Evidence overwhelmingly sug-
gests it’s very difficult for the
Games to be an economic positive,”
says Andrew Zimbalist. a sports

economist at Smith College in
Northampton, Mass.

The experience Rio gained hosting
the 2007 Pan Am Games counted in its
favor in winning the Olympics. But
while PanAm visitors were enchanted
by the city’s beauty and hospitality,
outlays were four times higher than
originally budgeted, by some calcula-
tions. Some projects were never
startedandothersneverfinished.Gov-
ernment auditors are still investigat-
ing the Pan Am Games’ financials.

The business community is bull-
ish, however. The games will help
tourism and “the infrastructure in-
vestments for the Games will stay to
benefit the population,” said Alvaro
Bandeira, chief economist of Agora
Corretora, a brokerage house in Rio.
One thinly traded hotel stock, Ho-
teis Othon, leapt 78% on Friday

amid huge volume, on Brazil’s rally-
ing bourse.

But aheadfor Rio lie huge bureau-
cratic battles over new Olympic re-
lated projects, such as a Bus Rapid
Transit system, consisting of dedi-
cated lanes and modern buses to
make travel more fluid. The Brazil-
ian city of Curitiba actually did pio-
neering work on Bus Rapid Transit
many years ago, and the system has
since been adopted by Bogota, Co-
lombia, and 40 Chinese cities,
among others, says Joseph Ryan,
managing director for Latin Amer-
ica for the William and Flora Hewlett
Foundation, which supports cul-
tural, educational and development
projects, in Menlo Park, Calif. He
saystheOlympicsare agolden oppor-
tunity for Rio to break political grid-
lock and adopt the system.
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By Joe Lauria

And Jay Solomon

United Nations atomic inspec-
tors said they will visit a recently
revealed Iranian nuclear-enrich-
ment facility in Qom later this
month to determine if it has a mili-
tary purpose, while Gen. James
Jones, the U.S. national security
adviser, on Sunday cast doubt on a
report that Iran was closer to de-
signing a nuclear warhead than
previously thought.

Mohamed ElBaradei, chief of
the International Atomic Energy
Agency, told a news conference in
Tehran on Sunday that “It is impor-
tant for us to send out inspectors
to do comprehensive verifica-
tion…to assure ourselves that it is…
fit for peaceful purposes.”

The inspectors will arrive at
the facility on Oct. 25 to carry out
a design verification, Mr. ElBara-
dei said.

Iran says its nuclear program is
purely civilian. The IAEA “has no
concrete proof of an ongoing weap-
ons program in Iran,” Mr. ElBaradei
said, but still harbors “concerns
about Iran’s future intentions.”

U.S. intelligence agencies have
raised suspicions based on the
small size of the facility and its lo-
cation under a mountain near a mil-
itary base.

The facility under construction
can house only 3,000 centrifuges—
far too few to enrich uranium for a
nuclear-power plant but enough
to fill a nuclear warhead.

Gen. Jones played down an

IAEA report that suggests Iran is
closer to being able to make an
atomic bomb than U.S. reports
have indicated.

The U.S. position has been that
Iran halted its program to develop
atomic weapons in 2003.

The IAEA report raises con-
cerns about evidence indicating
Iran had conducted studies on
ways to build a nuclear warhead,
said David Albright, founder of the
Institute for Science and Interna-
tional Security and a former nu-
clear inspector, who released ex-
cerpts of the report on Friday.

Asked on CNN’s “State of the
Union” on Sunday if he thought
Iran’s capability to build such a
weapon had increased, Gen. Jones
replied, “No. We stand by the re-
ports that we put out.”

He added, “I think you’re going
to get a lot of speculation one way
or another. I think that what’s hap-
pened regarding Iran in the last cou-
ple of weeks is very significant.”

Officials say the new IAEA re-
port appears more resolute in de-
claring that Tehran has been exper-
imenting in weaponization. Diplo-
mats at the IAEA say the technical
reports they have received in re-
cent months are much more declar-
ative.

A British security official said
last week that the U.K. doesn’t
share Washington’s view that Teh-
ran ended its experiments into de-
veloping a nuclear warhead in
2003.
 —David Crawford

contributed to this article.

Mudslides bury villages in Sumatra valley
Quake rescue efforts shift to hard-hit rural areas outside main city, where aid is just beginning to arrive

U.S. plays down reports
on Iran’s nuclear program

Indonesian rescue workers in the village of Lubuk Laweh remove a body from a landslide triggered by last week’s quake.
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LEADING THE NEWS

By Yaroslav Trofimov

And Tom Wright

LUBUK LAWEH, Indonesia—
Mudslides triggered by last week’s
Indonesian earthquake have wiped
out an entire valley of villages on the
island of Sumatra, a discovery that
is shifting attention away from the
destruction found earlier in the re-
gional capital of Padang.

As rescuers on Sunday were
winding down their efforts in
Padang, where hope was fading that
more victims would be found alive
under the rubble, aid was only just
beginning to reach this lush valley
surrounded by volcanoes some two
hours’ drive from the city.

Lubuk Laweh and two neighbor-
ing villages, complete with mosques
and a school, used to cover volcano
slopes that rise from a raging river at
the bottom of the valley. When the
7.6 magnitude earthquake struck
Wednesday , entire hills came crash-
ing down. The tremors dragged al-
mostall the houses—andtheir inhab-
itants—into a giant mud flat that is
nowstrewnwithuprooted trees,bro-
ken toys and soaked photographs.

According to Indonesian offi-
cials, more than 200 villagers, and at
least severaldozen outsiders attend-
ing a wedding, are still buried under
the mud in the valley. About 40
corpses have been recovered so far.

“We’ve had to dig three meters
deep to find this one, and it took

three hours to pull it out,” said res-
cue worker Bobi Herianto, as his col-
leagues carried a yellow body bag
suspended on a wooden pole
through the treacherous terrain.

The official toll from the
Sumatra quake is 688 dead and 343
missing, although that number has
fluctuated as rescuers access more
areas. The casualty number isn’t

likely to rise significantly, however,
because helicopter surveys have
found no other major landslides,
said Priyati Kardono of Indonesia’s
Disaster Management Agency.

The majority of the dead and the
missing from the earthquake are out-
side Padang city, in the rural Padang
Pariaman area that includes Lubuk
Laweh’s valley. Because the road to
Lubuk Laweh has been blocked by
debris, sliding rocks and fallen
trees, rescue efforts have been con-
ducted mostly with shovels, hoes
and bare hands.

Volunteers drawn from nearby
communities and local police find ca-
davers by their stench and then
smear black ground-up coffee paste
on their noses to offset the smell of
decomposition as they dig deeper.

Getting to Lubuk Laweh involves
an hour-long walk through rice pad-
dies where onlookers from neighbor-
ing villages congregate to gawk at
human remains. It wasn’t until Sat-
urday afternoon that the first team
of foreign rescue workers, from Ja-
pan, arrived in the area. The Japa-
nese turned back because any res-
cue effort seemed pointless so late
after the quake.

“When buildings collapse, you
have air pockets. But it’s much more
difficult to deal with landslides, and
there is a much smaller chance of
finding people there alive,” said
Gisli Olafsson, a United Nations offi-
cial helping to coordinate the inter-
national aid pouring into Sumatra.

The focus is now shifting to car-
ing for those rendered homeless by
the tremors, and on rebuilding the
region’s shattered infrastructure.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.10 $26.52 –0.09 –0.34%
Alcoa AA 33.60 12.82 –0.10 –0.77%
AmExpress AXP 11.60 32.49 0.03 0.09%
BankAm BAC 207.90 16.34 0.13 0.80%
Boeing BA 5.80 51.40 –0.71 –1.36%
Caterpillar CAT 10.40 48.83 –0.62 –1.25%
Chevron CVX 8.30 68.14 –0.67 –0.97%
CiscoSys CSCO 38.70 22.67 –0.42 –1.82%
CocaCola KO 11.70 53.87 0.75 1.41%
Disney DIS 13.60 27.21 –0.15 –0.55%
DuPont DD 6.40 30.54 –0.06 –0.20%
ExxonMobil XOM 18.90 66.58 –0.69 –1.03%
GenElec GE 119.50 15.36 –0.61 –3.82%
HewlettPk HPQ 16.20 45.28 –0.68 –1.48%
HomeDpt HD 12.20 26.03 –0.29 –1.10%
Intel INTC 53.60 18.97 0.07 0.37%
IBM IBM 7.00 119.02 1.12 0.95%
JPMorgChas JPM 39.60 41.86 0.54 1.31%
JohnsJohns JNJ 8.30 59.73 –0.08 –0.13%
KftFoods KFT 9.10 25.95 –0.04 –0.15%
McDonalds MCD 8.40 56.71 –0.03 –0.05%
Merck MRK 18.60 31.65 0.47 1.51%
Microsoft MSFT 46.50 24.96 0.08 0.32%
Pfizer PFE 47.50 16.15 –0.16 –0.98%
ProctGamb PG 12.30 56.75 0.13 0.23%
3M MMM 3.00 71.93 –0.62 –0.85%
TravelersCos TRV 4.40 49.04 0.27 0.55%
UnitedTech UTX 4.40 59.63 –0.36 –0.60%
Verizon VZ 15.60 29.89 –0.12 –0.40%
WalMart WMT 14.20 49.08 0.08 0.16%

Dow Jones Industrial Average P/E: 15
LAST: 9487.67 t 21.61, or 0.23%

YEAR TO DATE: s 711.28, or 8.1%

OVER 52 WEEKS t 837.71, or 8.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Follow the markets throughout
the day, with updated stock
quotes, news and commentary
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summarize the day’s trading in
Europe and Asia.
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WSJ.com/Online Today

Behind Europe’s deals: Bank revenue rankings, UK
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 $469 13.0% 76% 8% 16% …%

RBS 340 9.4% 58% 35% 4% 3%

UBS 249 6.9% 44% 5% 51% …%

Goldman Sachs 222 6.2% 56% 18% 26% …%

Citi 222 6.1% 50% 11% 39% 1%

Credit Suisse 211 5.8% 85% 8% 6% 1%

Morgan Stanley 185 5.1% 52% 12% 35% 1%

Barclays Capital 182 5.0% 11% 71% 10% 8%

Deutsche Bank 166 4.6% 54% 27% 18% 1%

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

DSG Intl  843 –15 –2 125 Rhodia 526 16 –4 –134

Nationwide Bldg  98 –10 –19 –35 Contl 518 17 24 –246

Man Gp  177 –8 –2 –35 J Sainsbury 106 17 21 22

ISS Glob  381 –7 –10 –59 Alcatel Lucent 633 19 7 –101

Smurfit Kappa Fdg  488 –6 3 –105 Norske Skogindustrier  1046 19 43 –115

Sol Melia 483 –5 –8 –97 TUI  886 29 –109 –399

Havas 327 –3 –5 –45 Bertelsmann  272 29 32 35

Swedbank  121 –3 –8 –64 M real  1397 64 47 –438

Vivendi 121 –2 –6 –30 Seat Pagine Gialle 1539 75 116 –622

Utd Kdom Gt Britn & Nthn Irlnd 42 –2 –5 –14 Grohe Hldg 1458 93 76 –423

Source: Markit Group

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

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

L.M. Ericsson Tel B Sweden Telecomms Equipment $29.6 69.80 0.43% 21.0% –45.9%

Sanofi-Aventis S.A. France Pharmaceuticals 95.4 49.70 unch. 0.3 –28.0

Diageo U.K. Distillers & Vintners 41.9 9.55 –0.05% 3.4 –0.2

Astrazeneca U.K. Pharmaceuticals 63.8 27.61 –0.14 8.1 –16.3

GlaxoSmithKline U.K. Pharmaceuticals 110.7 12.19 –0.41 –0.9 –15.7

ING Groep Netherlands Life Insurance $33.3 10.96 –5.60% –39.1 –68.7

BNP Paribas S.A. France Banks 87.8 50.77 –3.31 –26.8 –39.9

Allianz SE Germany Full Line Insurance 54.1 81.90 –2.96 –17.4 –41.7

Nokia Finland Telecomms Equipment 52.0 9.51 –2.96 –27.0 –38.4

ArcelorMittal Luxembourg Iron & Steel 54.1 23.74 –2.76 –28.6 –17.1

...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

Anglo Amer 40.0 18.77 –0.50% 5.4% –17.9%
U.K. (General Mining)
British Amer Tob 62.4 19.40 –0.56 0.4 35.8
U.K. (Tobacco)
Deutsche Telekom 58.0 9.11 –0.65 –22.1 –27.9
Germany (Mobile Telecomms)
RWE 47.5 62.20 –0.72 –8.8 –19.2
Germany (Multiutilities)
Telefonica S.A. 127.0 18.48 –0.75 6.5 35.1
Spain (Fixed Line Telecomms)
GDF Suez 96.9 29.38 –0.76 –18.4 –2.3
France (Multiutilities)
ENI 97.9 16.73 –0.77 –9.0 –28.6
Italy (Integrated Oil & Gas)
Unilever 48.6 19.40 –0.84 –5.1 –1.2
Netherlands (Food Products)
SAP 59.2 33.07 –0.85 –4.1 –17.9
Germany (Software)
Novartis 130.8 51.20 –0.87 –16.3 –29.8
Switzerland (Pharmaceuticals)
Tesco 48.7 3.90 –0.94 –6.2 2.6
U.K. (Food Rtlrs & Whlslrs)
BHP Billiton 57.7 16.27 –0.97 37.1 79.8
U.K. (General Mining)
BP 175.8 5.35 –1.05 14.4 –6.5
U.K. (Integrated Oil & Gas)
France Telecom 68.4 17.67 –1.06 –13.3 –5.0
France (Fixed Line Telecomms)
Roche Hldg Part. Cert. 111.7 164.40 –1.14 –9.2 –24.2
Switzerland (Pharmaceuticals)
Vodafone Grp 128.0 1.38 –1.18 7.0 9.5
U.K. (Mobile Telecomms)
Bayer 55.0 45.50 –1.19 –12.2 13.6
Germany (Specialty Chemicals)
BG Grp 60.0 10.56 –1.31 13.8 63.3
U.K. (Integrated Oil & Gas)
Royal Dutch Shell A 98.9 19.10 –1.32 –8.8 –25.5
U.K. (Integrated Oil & Gas)
E.ON 81.4 27.87 –1.35 –21.1 –9.3
Germany (Multiutilities)

Total S.A. 134.8 39.32 –1.53% –7.8% –23.4%
France (Integrated Oil & Gas)
Iberdrola S.A. 49.6 6.47 –1.60 –12.0 –28.5
Spain (Conventional Electricity)
AXA S.A. 54.8 17.95 –1.64 –22.3 –40.1
France (Full Line Insurance)
Nestle S.A. 152.6 43.24 –1.64 –9.0 –1.5
Switzerland (Food Products)
HSBC Hldgs 187.7 6.87 –1.65 –15.1 –21.1
U.K. (Banks)
BASF 45.8 34.15 –1.67 2.7 5.6
Germany (Commodity Chemicals)
Barclays 62.4 3.57 –1.76 –3.1 –47.5
U.K. (Banks)
Daimler 50.8 32.79 –1.84 3.0 –17.7
Germany (Automobiles)
ABB 45.0 20.06 –1.96 –0.8 22.5
Switzerland (Industrial Machinery)
Intesa Sanpaolo 50.1 2.90 –2.11 –25.7 –45.0
Italy (Banks)
Soc. Generale 46.4 52.47 –2.16 –23.6 –55.7
France (Banks)
Credit Suisse Grp 64.3 56.20 –2.18 –2.1 –25.1
Switzerland (Banks)
UniCredit 62.2 2.54 –2.21 –2.6 –55.1
Italy (Banks)
Siemens 80.4 60.20 –2.24 –1.5 –11.3
Germany (Diversified Industrials)
Deutsche Bk 45.2 49.82 –2.31 –6.0 –49.1
Germany (Banks)
Banco Bilbao Viz 63.0 11.51 –2.37 –4.9 –38.5
Spain (Banks)
UBS 61.7 17.93 –2.50 –25.2 –73.6
Switzerland (Banks)
Assicurazioni Gen 40.4 17.76 –2.52 –19.7 –33.0
Italy (Full Line Insurance)
Banco Santander 124.1 10.42 –2.66 –4.4 –12.9
Spain (Banks)
Rio Tinto 61.0 25.06 –2.74 –10.7 23.1
U.K. (General Mining)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.25% 0.80% 1.8% 6.6% 2.3%
Event Driven 0.50% 2.46% 5.7% 12.4% -10.3%
Equity Market Neutral -0.77% -1.84% -2.6% -5.8% -10.0%
Equity Long/Short -0.71% 0.46% 2.3% 3.2% -5.7%

*Estimates as of 10/01/09, 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 0.92 100.37% 0.01% 0.93 0.78 0.85

Eur. High Volatility: 12/1 1.59 97.22 0.01 1.60 1.42 1.52

Europe Crossover: 12/1 5.90 96.43 0.05 6.06 5.52 5.74

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

Japan: 12/1 1.35 98.26 0.01 1.35 0.99 1.21

 Note: Data as of October 1

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

In percentage points

3.00

2.25

1.50

0.75

0

t

Europe

t

Europe Sub Financials

2009
April May June July Aug. Sept.

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Carlsberg vows to fight
Russia’s beer-tax hike

By Giada Zampano

ROME—Faced with the growing
dominance of satellite broadcaster
Sky Italia, Italy’s Mediaset SpA is try-
ing to hang on to its share of the Ital-
ian television sector and offset fall-
ing advertising sales by targeting
the lower end of the pay-TV market.

But Italy’s largest commercial
broadcaster—controlled by the fam-
ily holding company of Prime Minis-
ter Silvio Berlusconi—will face a chal-
lenge to knock News Corp.’s Sky off
the top spot in Italy, as analysts say
the satellite broadcaster has the best
content and the most diverse offering.

Analysts say Mediaset should be
able to win a stake of the fast-grow-
ing pay-TV sector by offering an in-
expensive mix of programs, movies
and soccer matches through its digi-
tal terrestrial pay-TV package.

“Mediaset is targeting a differ-
ent public from Sky—those families
who can’t afford an expensive
pay-TV package, but still would like
to have access to high-quality con-
tent and a multichannel offer,” a
company spokesman says.

Mediaset has been locked in a
long-standing battle with News
Corp. Last month, News Corp. said it
filed suit against two units of Mr.
Berlusconi’s media empire, accus-
ing them of refusing to let Sky Italia
advertise on the Italian prime minis-
ter’s terrestrial network. News
Corp. owns Dow Jones, publisher of
The Wall Street Journal.

With a 90% share of Italy’s
pay-TV market, Sky has already bro-
ken the domestic duopoly of pri-
vately owned Mediaset and state-
controlled RAI Holding SpA. Sky sur-
passed Mediaset in overall revenue
for the first time last year, Italy’s tele-
communications regulator said in

July. Analysts say its investment in
new technology, such as high-defini-
tion TV, is likely to attract more pre-
mium customers, who pay more and
are less willing to switch providers.

Mediaset started its pay-TV
business by offering prepaid cards,
which usually expire after three
months and are rechargeable. The
company is now trying to convert
its 3.6 million holders of prepaid
cards into long-term subscribers,
offering a low-cost package with a
dozen channels.

Media experts say the economic
downturn may support this strat-
egy, as families are forced to cut
their entertainment costs.

“Mediaset, which has a poorer
[product offering] and aims at the

lower end of the market, may ex-
ploit this phase of recession as its po-
tential target widens,” says Oriana
Cardani, media analyst at Cen-
trobanca in Milan.

Analysts say Mediaset’s commer-
cial strategy may also get a boost
from Italy’s switch to digital TV
from analog, expected to be com-
pleted in 2012.

At a meeting in June, Mediaset
Chief Financial Officer Marco Gior-
dani said the company aims to raise
its share of the Italian pay-TV mar-
ket to 15% in five years, from 2%-3%
last year. Those targets still stand,
Mediaset said last week.

Mediaset recently joined forces
with RAI to launch a free satellite
platform, TivuSat, which is ex-

pected to increase competition in
the satellite market dominated by
Sky Italia. RAI and Mediaset said
the initiative is aimed at helping to

drive the switch to digital TV, tar-
geting the 5% of Italian families
who aren’t reached by terrestrial
digital technology.

Following the creation of Tivu-
Sat, RAI withdrew five of its digital
channels from Sky Italia’s plat-
form, a move analysts say favors
Mediaset in the short term. But
some are skeptical about TivuSat’s
long-term potential.

“I don’t see TivuSat having a dra-
matic impact on the Italian market,”
Centrobanca’s Ms. Cardani says. Be-
cause it is principally aimed at areas
where terrestrial digital TV is un-
available, it may only attract a lim-
ited number of viewers, she says.

Sky Italia executives have repeat-
edly said they aren’t worried by
RAI’s channel withdrawal and its
tie-up with Mediaset. They re-
sponded with additional channels
and original programming.

Sky Chief Executive Tom Mock-
ridge said in August that he hoped
the 2009-2010 sport schedule—
which includes exclusive coverage of
the football World Cup in South Af-
rica, Six Nations Rugby and the Win-
ter Olympics—will boost Sky Italia’s
subscribers to five million.

Mediaset targets down-to-earth viewers
Italian pay-TV service tries to counter dominance of Sky Italia by offering packages tailored to lower-income homes

By Gustav Sandstrom

STOCKHOLM—Carlsberg A/S
said it will continue to fight Russia’s
proposed beer tax, saying it would
hurt beer sales there.

The measure, which is in draft
form, calls for an increase of 200%
next year and increases of 11% and
20% in 2011 and 2012, respectively.

The Danish brewer, which is
staking its strategy on growth in
Russia, said the final version will
depend on discussions between
Russia’s lower house of parlia-
ment, known as the State Duma,
and the upper house, the Federa-
tion Council. It may take several
weeks until the bill is approved by
Russian President Dmitry
Medvedev, Carlsberg said.

Still, investors on Friday sent
Carlsberg shares down 8% to close
at 333 Danish kroner ($65.17) in
Copenhagen.

Carlsberg Chief Executive Jor-
gen Buhl Rasmussen said his com-
pany has been in talks with Rus-
sian authorities over the higher du-
ties. Carlsberg has 41% of Russia’s
beer market, the world’s third-big-
gest by net consumption, after
China and the U.S.

While the new levy would hurt
all brewers operating in Russia,
the move could strengthen Carls-
berg’s competitive position, Mr.
Rasmussen said in an interview,
since the tax could hit rivals with a
weaker share of the Russian mar-
ket harder. Mr. Rasmussen said he
retains a positive long-term view
on Russia’s prospects.

Carlsberg’s exposure to Russia
increased after the company
bought part of Scottish & Newcas-
tle PLC last year. The deal gave
Carlsberg full control of Baltic Bev-

erages Holding, which had been a
joint venture between the two com-
panies.

Market watchers have been pos-
itive about the deal because the
Russian beer market has grown
rapidly along with rising wages.
Beer consumption per capita in
Russia increased by two-thirds be-
tween 2001 and 2007, according to
Sweden’s Handelsbanken.

The government’s proposed tax
increase would apply to local and
imported beer. It calls for duties to
rise to nine rubles (30 cents) a li-
ter from three rubles a liter. The
most popular beers in Russia are
sold for about 50 rubles a liter.

The proposed bill also calls for
a 10% increase of excise duties on
strong alcoholic liquors such as
vodka, according to Carlsberg.
 —Will Bland in Moscow

and Anna Van Der Meulen
in Amsterdam

contributed to this article.

CORPORATE NEWS

*Data in terms of active cards 
†Started operations in March 2009 
Source: ITMedia Consulting
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Location, location 
A Russian beer tax could cut into 
Carlsberg’s Eastern Europe revenue, 
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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.

2.35% 17 DJ Global Index -a % % 210.94 –1.20% –1.0% 4.30% 13 U.S. Select Dividend -b % % 587.92 –0.74% –19.6%

1.88% 20 Global Dow 1181.70 –1.48% –11.3% 1832.87 –1.19% –6.2% 4.15% 17 Infrastructure 1318.40 –1.15% –10.5% 1835.76 –0.86% –5.3%

2.90% 43 Stoxx 600 234.10 –1.90% –10.5% 255.34 –1.60% –5.3% 1.49% 9 Luxury 811.10 –1.79% 8.8% 1004.24 –1.50% 15.1%

3.05% 27 Stoxx Large 200 249.70 –1.80% –12.3% 270.92 –1.51% –7.2% 5.77% 6 BRIC 50 394.00 –1.24% 20.5% 548.66 –0.95% 27.4%

2.17% -18 Stoxx Mid 200 220.10 –2.29% –0.9% 238.80 –2.00% 4.8% 4.33% 13 Africa 50 718.20 –0.16% –11.7% 665.79 0.14% –6.6%

2.19% -91 Stoxx Small 200 139.80 –2.45% –0.5% 151.59 –2.16% 5.2% 3.30% 8 GCC % % 1530.14 0.02% –33.2%

2.93% 34 Euro Stoxx 259.10 –1.88% –9.7% 282.60 –1.58% –4.4% 2.86% 17 Sustainability 765.50 –1.64% –9.4% 943.97 –1.34% –4.2%

3.07% 21 Euro Stoxx Large 200 273.90 –1.81% –11.6% 296.91 –1.51% –6.5% 2.32% 14 Islamic Market -a % % 1798.51 –1.03% 2.5%

2.21% -12 Euro Stoxx Mid 200 249.60 –2.14% –0.6% 270.42 –1.84% 5.1% 2.65% 14 Islamic Market 100 1544.40 –1.01% –7.8% 1930.38 –0.72% –2.5%

2.44% 47 Euro Stoxx Small 200 157.80 –2.34% 2.1% 170.85 –2.05% 8.0% 2.65% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1346.50 –2.17% –21.8% 1683.01 –1.88% –17.3% 1.99% 19 DJ U.S. TSM % % 10567.12 –0.50% –5.0%

4.20% 15 Euro Stoxx Select Div 30 1619.30 –2.22% –19.4% 2031.79 –1.93% –14.7% % DJ-UBS Commodity 117.10 –1.31% –26.2% 124.17 –1.02% –21.9%

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

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

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

Australia 1.1547 1.8353 1.1165 0.1644 0.0383 0.1992 0.0129 0.3064 1.6868 0.2266 1.0674 ...

 Canada 1.0818 1.7194 1.0460 0.1540 0.0359 0.1867 0.0121 0.2870 1.5802 0.2123 ... 0.9368

 Denmark 5.0963 8.1001 4.9275 0.7253 0.1690 0.8793 0.0571 1.3522 7.4444 ... 4.7109 4.4134

 Euro 0.6846 1.0881 0.6619 0.0974 0.0227 0.1181 0.0077 0.1816 ... 0.1343 0.6328 0.5928

 Israel 3.7690 5.9904 3.6442 0.5364 0.1250 0.6503 0.0422 ... 5.5056 0.7396 3.4840 3.2640

 Japan 89.2150 141.7983 86.2606 12.6977 2.9590 15.3930 ... 23.6707 130.3208 17.5058 82.4690 77.2602

 Norway 5.7958 9.2118 5.6039 0.8249 0.1922 ... 0.0650 1.5378 8.4662 1.1373 5.3576 5.0192

 Russia 30.1500 47.9204 29.1516 4.2912 ... 5.2020 0.3379 7.9995 44.0416 5.9161 27.8702 26.1099

 Sweden 7.0261 11.1672 6.7934 ... 0.2330 1.2123 0.0788 1.8642 10.2633 1.3787 6.4948 6.0846

 Switzerland 1.0343 1.6438 ... 0.1472 0.0343 0.1784 0.0116 0.2744 1.5108 0.2029 0.9560 0.8957

 U.K. 0.6292 ... 0.6083 0.0895 0.0209 0.1086 0.0071 0.1669 0.9191 0.1235 0.5816 0.5449

 U.S. ... 1.5894 0.9669 0.1423 0.0332 0.1725 0.0112 0.2653 1.4607 0.1962 0.9244 0.8660

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 333.50 –7.00 –2.06% 707.00 302.00
Soybeans (cents/bu.) CBOT 885.00 –33.00 –3.59 1,557.50 670.00
Wheat (cents/bu.) CBOT 441.25 –11.50 –2.54 1,155.75 439.25
Live cattle (cents/lb.) CME 84.000 –0.975 –1.15 116.900 83.850
Cocoa ($/ton) ICE-US 3,001 –91 –2.94 3,219 1,961
Coffee (cents/lb.) ICE-US 129.70 3.00 2.37% 189.00 112.00
Sugar (cents/lb.) ICE-US 23.78 –0.86 –3.49 26.25 11.91
Cotton (cents/lb.) ICE-US 60.66 –0.68 –1.11 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,037.00 –78 –3.69 2,493 1,990
Cocoa (pounds/ton) LIFFE 1,988 –65 –3.17 2,090 1,187
Robusta coffee ($/ton) LIFFE 1,383 20 1.47 2,256 1,275

Copper (cents/lb.) COMEX 268.15 –5.55 –2.03 378.00 131.15
Gold ($/troy oz.) COMEX 1004.30 3.60 0.36 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1623.00 –21.00 –1.28 2,200.00 740.00
Aluminum ($/ton) LME 1,822.00 –71.00 –3.75 2,319.50 1,288.00
Tin ($/ton) LME 14,245.00 –380.00 –2.60 16,855.00 9,750.00
Copper ($/ton) LME 5,894.00 –212.00 –3.47 6,499.00 2,815.00
Lead ($/ton) LME 2,109.50 –109.50 –4.93 2,459.50 870.00
Zinc ($/ton) LME 1,877.00 –63.00 –3.25 1,986.00 1,065.00
Nickel ($/ton) LME 17,250 –450 –2.54 21,150 9,000

Crude oil ($/bbl.) NYMEX 69.95 –0.87 –1.23 125.63 45.87
Heating oil ($/gal.) NYMEX 1.7968 –0.0306 –1.67 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.7409 –0.0170 –0.97 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.718 0.252 5.64 12.405 3.491
Brent crude ($/bbl.) ICE-EU 68.86 –1.11 –1.59 149.27 45.99
Gas oil ($/ton) ICE-EU 561.25 –9.25 –1.62 897.00 428.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 2
Per In

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

Argentina peso-a 5.6184 0.1780 3.8463 0.2600

Brazil real 2.6086 0.3833 1.7858 0.5600

Canada dollar 1.5802 0.6328 1.0818 0.9244
1-mo. forward 1.5802 0.6328 1.0817 0.9244

3-mos. forward 1.5800 0.6329 1.0817 0.9245
6-mos. forward 1.5800 0.6329 1.0816 0.9246

Chile peso 816.78 0.001224 559.15 0.001788
Colombia peso 2796.97 0.0003575 1914.75 0.0005223

Ecuador US dollar-f 1.4607 0.6846 1 1
Mexico peso-a 20.0291 0.0499 13.7115 0.0729

Peru sol 4.2113 0.2375 2.8830 0.3469
Uruguay peso-e 31.187 0.0321 21.350 0.0468

U.S. dollar 1.4607 0.6846 1 1
Venezuela bolivar 3.14 0.318810 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6868 0.5928 1.1547 0.8660
China yuan 9.9717 0.1003 6.8264 0.1465

Hong Kong dollar 11.3210 0.0883 7.7501 0.1290
India rupee 69.5828 0.0144 47.6350 0.0210

Indonesia rupiah 14082 0.0000710 9640 0.0001037
Japan yen 130.32 0.007673 89.22 0.011209

1-mo. forward 130.30 0.007675 89.20 0.011211
3-mos. forward 130.24 0.007678 89.16 0.011216

6-mos. forward 130.15 0.007683 89.10 0.011224
Malaysia ringgit-c 5.0827 0.1967 3.4795 0.2874

New Zealand dollar 2.0355 0.4913 1.3934 0.7177
Pakistan rupee 121.607 0.0082 83.250 0.0120

Philippines peso 68.699 0.0146 47.030 0.0213
Singapore dollar 2.0656 0.4841 1.4141 0.7072

South Korea won 1715.40 0.0005830 1174.33 0.0008516
Taiwan dollar 47.073 0.02124 32.225 0.03103
Thailand baht 48.891 0.02045 33.470 0.02988

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

Euro zone euro 1 1 0.6846 1.4608

1-mo. forward 1.0000 1.0000 0.6846 1.4607

3-mos. forward 1.0002 0.9998 0.6847 1.4605

6-mos. forward 1.0005 0.9995 0.6849 1.4601

Czech Rep. koruna-b 25.410 0.0394 17.395 0.0575

Denmark krone 7.4444 0.1343 5.0963 0.1962

Hungary forint 267.61 0.003737 183.20 0.005459

Norway krone 8.4662 0.1181 5.7958 0.1725

Poland zloty 4.2328 0.2362 2.8977 0.3451

Russia ruble-d 44.042 0.02271 30.150 0.03317

Sweden krona 10.2633 0.0974 7.0261 0.1423

Switzerland franc 1.5108 0.6619 1.0343 0.9669

1-mo. forward 1.5105 0.6621 1.0340 0.9671

3-mos. forward 1.5098 0.6624 1.0336 0.9675

6-mos. forward 1.5083 0.6630 1.0325 0.9685

Turkey lira 2.1794 0.4588 1.4920 0.6702

U.K. pound 0.9191 1.0881 0.6292 1.5894

1-mo. forward 0.9192 1.0879 0.6293 1.5892

3-mos. forward 0.9193 1.0878 0.6293 1.5889

6-mos. forward 0.9194 1.0877 0.6294 1.5888

MIDDLE EAST/AFRICA
Bahrain dinar 0.5507 1.8160 0.3770 2.6527

Egypt pound-a 8.0137 0.1248 5.4860 0.1823

Israel shekel 5.5056 0.1816 3.7690 0.2653

Jordan dinar 1.0338 0.9673 0.7078 1.4129

Kuwait dinar 0.4187 2.3885 0.2866 3.4889

Lebanon pound 2202.08 0.0004541 1507.50 0.0006634

Saudi Arabia riyal 5.4780 0.1825 3.7502 0.2667

South Africa rand 11.1784 0.0895 7.6525 0.1307

United Arab dirham 5.3653 0.1864 3.6730 0.2723

SDR -f 0.9263 1.0796 0.6341 1.5770

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 43 EUROPE DJ Stoxx 600 234.10 –4.52 –1.89% 18.9% –10.5%

 21 DJ Stoxx 50 2369.54 –41.78 –1.73 14.7% –13.1%

 34 Euro Zone DJ Euro Stoxx 259.08 –4.95 –1.87 16.3% –9.7%

 29 DJ Euro Stoxx 50 2760.60 –49.86 –1.77 12.6% –11.3%

 16 Austria ATX 2486.61 –91.66 –3.56 42.0% –11.7%

 14 Belgium Bel-20 2415.96 –35.41 –1.44 26.6% –12.4%

 12 Czech Republic PX 1115.9 –37.0 –3.21 30.0% –7.4%

 19 Denmark OMX Copenhagen 305.06 –6.37 –2.05 34.9% –6.7%

 14 Finland OMX Helsinki 6095.93 –159.60 –2.55 12.8% –12.2%

 16 France CAC-40 3649.90 –70.87 –1.90 13.4% –10.6%

 19 Germany DAX 5467.90 –86.65 –1.56 13.7% –5.7%

 … Hungary BUX 19956.28 –360.76 –1.78 63.0% 4.6%

 19 Ireland ISEQ 3230.82 –73.46 –2.22 37.9% –18.1%

 13 Italy FTSE MIB 22652.94 –400.57 –1.74 16.4% –12.6%

 … Netherlands AEX 299.30 –6.44 –2.11 21.7% –13.0%

 13 Norway All-Shares 357.56 –7.74 –2.12 32.3% –1.7%

 17 Poland WIG 37045.62 –1144.77 –3.00 36.1% 0.6%

 18 Portugal PSI 20 8353.87 –118.24 –1.40 31.7% 8.3%

 … Russia RTSI 1224.80 –42.05 –3.32% 93.8% 14.4%

 11 Spain IBEX 35 11326.7 –191.5 –1.66 23.2% –0.8%

 15 Sweden OMX Stockholm 271.27 –3.59 –1.31 32.8% 9.5%

 13 Switzerland SMI 6150.17 –105.00 –1.68 11.1% –10.6%

 9 Turkey ISE National 100 46856.94 –947.45 –1.98 74.4% 35.6%

 13 U.K. FTSE 100 4988.70 –59.11 –1.17 12.5% 0.2%

 51 ASIA-PACIFIC DJ Asia-Pacific 117.32 –2.26 –1.89 25.4% 8.8%

 … Australia SPX/ASX 200 4601.7 –99.4 –2.11 23.6% –2.0%

 17 China CBN 600 24032.93 Closed 62.8% 35.2%

 20 Hong Kong Hang Seng 20375.49 –579.76 –2.77 41.6% 15.2%

 20 India Sensex 17134.55 Closed 77.6% 36.8%

 … Japan Nikkei Stock Average 9731.87 –246.77 –2.47 9.8% –11.0%

 … Singapore Straits Times 2604.53 –52.91 –1.99 47.9% 13.4%

 11 South Korea Kospi 1644.63 Closed 46.3% 15.8%

 18 AMERICAS DJ Americas 271.02 –1.58 –0.58 19.9% –2.9%

 … Brazil Bovespa 61171.99 712.66 1.18% 62.9% 37.4%

 18 Mexico IPC 28678.66 90.40 0.32 28.1% 24.7%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 2, 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* 281.55 –1.98% 23.7% –4.5%

2.50% 25 World (Developed Markets) 1,102.04 –2.21% 19.8% –6.8%

2.30% 26 World ex-EMU 128.09 –2.21% 19.0% –7.3%

2.40% 28 World ex-UK 1,099.33 –2.27% 19.0% –6.8%

3.00% 26 EAFE 1,524.76 –1.81% 23.2% –1.8%

2.20% 19 Emerging Markets (EM) 911.26 –0.30% 60.7% 15.8%

3.50% 17 EUROPE 82.94 –1.60% 19.5% –7.3%

3.70% 19 EMU 175.77 –2.26% 23.7% –3.9%

3.30% 21 Europe ex-UK 92.07 –1.73% 18.7% –5.7%

4.10% 15 Europe Value 95.40 –1.87% 23.1% –5.8%

2.80% 19 Europe Growth 69.99 –1.31% 15.8% –9.0%

2.50% 18 Europe Small Cap 152.31 –1.14% 50.9% 5.2%

2.10% 10 EM Europe 252.43 0.85% 58.9% –13.7%

3.80% 12 UK 1,502.75 –1.67% 14.3% 3.3%

2.70% 21 Nordic Countries 128.34 –1.77% 30.9% –3.3%

1.50% 9 Russia 675.11 0.58% 63.8% –16.6%

2.90% 13 South Africa 674.08 0.82% 16.4% 8.0%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 391.61 –0.58% 58.3% 21.2%

1.30% -41 Japan 554.01 –1.52% 4.5% –18.9%

2.00% 19 China 59.14 0.00% 45.0% 28.8%

0.90% 20 India 680.10 0.01% 84.2% 33.7%

0.80% 26 Korea 466.26 –1.93% 51.9% 16.5%

2.70% 415 Taiwan 276.75 0.57% 59.6% 23.7%

1.90% 32 US BROAD MARKET 1,142.73 –2.69% 16.3% –10.8%

1.30% -17 US Small Cap 1,555.01 –3.47% 24.7% –9.1%

3.30% 15 EM LATIN AMERICA 3,641.72 –1.29% 75.3% 14.3%

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

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

ROME—A Milan civil court has or-
dered Italian Prime Minister Silvio
Berlusconi’s family holding company
to pay Œ750 million in damages to the
company of a rival media mogul who
decades ago lost a legal battle with
Mr. Berlusconi for control of one of It-
aly’s biggest publishers.

The ruling, which the court is-
sued Saturday, aimed to compen-

sate CIR, the
publishing and
energy conglom-
erate controlled
by Italian media
magnate Carlo
De Benedetti,
for a 1991 court
ruling that al-
lowed Mr. Ber-
lusconi’s hold-
ing company Fin-
invest SpA to
take control of

the Italian publisher Arnoldo
Mondadori SpA away from Mr. De
Benedetti.

The decision comes two years
after Italy’s highest appeals court
upheld the conviction of a Finin-
vest lawyer for corrupting a judge
in the 1991 case.

The conviction gave new mo-
mentum to Mr. De Benedetti’s civil
case against Fininvest, which had
begun years earlier.

In a statement issued late Satur-
day, Fininvest called the civil rul-
ing “profoundly unjust,” adding
that it planned to appeal the deci-
sion. “Fininvest reaffirms the cor-
rectness of its conduct,” the state-
ment said.

A statement issued by CIR, Mr.
De Benedetti’s publishing and en-
ergy conglomerate, expressed “sat-
isfaction with this ruling which
brings justice to the company and
its shareholders.”

Although the civil ruling
doesn’t affect Mr. Berlusconi’s con-
trol of Mondadori, the decision de-
livers a severe financial blow to
Fininvest. Under Italian law, the
company must immediately begin
paying the damages even as Finin-
vest pushes for an appeal.

Mr. Berlusconi’s takeover of
Mondadori in 1991 gave him con-
trol of several influential national
newspapers and weekly maga-
zines. Mr. Berlusconi already
owned Italy’s dominant commer-
cial TV network Mediaset SpA.

Mondadori, however, gave Mr.
Berlusconi clout at newsstands
across Italy, helping to pave the
way for his rise to political power.

In the wake of the 1991 court deci-
sion, Mr. Berlusconi agreed to sell
some Mondadori publications, in-
cluding the Rome daily La Repub-
blica and the newsweekly
L’espresso, to Mr. De Benedetti. Over
the years, both publications have be-
come fierce critics of the premier.

Mr. Berlusconi fears losing con-
trol of Mondadori.

The paper said at Friday’s clos-
ing price Mondadori’s market capi-
talization was about Œ850 million.

The paper adds that Fininvest,
the Italian unlisted holding com-
pany that controls Mediaset and
Mondadori and is controlled by the
family of Mr. Berlusconi, could seek
financing from the banks as it did
15 years ago should the Milan Civil
court ruling become definitive.

 —Sabrina Cohen in Milan
contributed to this article.

By Matthew Karnitschnig

Bertelsmann AG patriarch Rein-
hard Mohn, a towering figure in Ger-
many’s postwar economic revival
who created Europe’s biggest media
company from the ashes of a war-
time propaganda publisher, died on
Saturday. He was 88 years old.

During a career that spanned
more than a half-century, Mr. Mohn
oversaw the expansion of his fami-
ly’s company away from its core
book printing and publishing busi-
ness into magazines, music and tele-
vision. He leaves behind a company
that straddles a broad swath of the
European media landscape, from
RTL Group, Europe’s leading com-
mercial broadcaster, to Gruner +
Jahr, its biggest magazine pub-
lisher. Bertelsmann also owns
U.S.-based Random House, the
world’s largest book publisher.

Mr. Mohn prided himself as a
management theorist and as a phi-
lanthropist. Bertelsmann’s success
was only possible, Mr. Mohn
stressed, because “ethical consider-

ations have always managed to take
priority over economic aims.”

Yet Mr. Mohn was known not al-
ways to practice what he preached.
Though he expounded on the impor-
tance of giving executives freedom
to run a business as they saw fit, he
often clashed with his own execu-
tives. In 2002 he unexpectedly fired
Bertelsmann’s then-Chief Executive
Thomas Middelhoff who had tried to
modernize Bertelsmann.

Born in 1921 in Gütersloh, a rural
town in northwest Germany where
Bertelsmann is based, Mr. Mohn had
hopedto becomean engineer.The out-
break of World War II dashed those
plans. During the war, Mr. Mohn
served in the German air force until
he was captured in 1943 and sent to a
prison camp in Kansas.

He returned home in 1946. With
his father ill and the company in a
shambles, Mr. Mohn was recruited
to help run it.

Bertelsmann’s breakthrough came
in 1950 with the introduction of its
first book club, an idea championed
by Mr. Mohn. Bertelsmann dispatched

legions of sharply dressed young men
across Germany to hawk books, using
advertising that promised war-weary
Germans a literary world ofadventure
and sophistication.

After just three years, Bertels-
mann’s Reading Circle had nearly
one million members, becoming the
engine that would drive Bertels-
mann’s expansion across the globe
over the next several decades.

In the late 1990s, however, Mr.
Mohn was forced to confront what
his family’s company had been doing
before its postwar transformation.

For years, Bertelsmann had cast
itself as a victim of Nazi persecution.
The company claimed that it had
been shut down during the war “for
publishing books that were banned
by the Third Reich as subversive.”

In 1998, German researcher
Hersch Fischler exposed that story
as a fabrication. Bertelsmann even
surpassed the Nazi party’s own pub-
lishing house with a catalog of
works that included titles such as
“Sterilization and Euthanasia—a
Contribution to Applied Christian

Ethics” and “Dr. Martin Luther’s
Small Catechism for the Man in
Brown” (a reference to the Nazis’
paramilitary dress).

A 2002 Bertelsmann official his-
tory of its wartime activities sub-
stantially confirmed what Mr. Fis-
chler had found.

Poland, Eureko settle decade-long dispute involving PZU

Portsmouth awaits Saudi bid
English-league club
is latest snapped up
by oil-rich investors

Bertelsmann patriarch dies at 88

Reinhard Mohn built Bertelsmann into
Europe’s biggest media company.

By Stefania Bianchi

DUBAI—Portsmouth Football
Club owner Sulaiman Al Fahim said
he expects Saudi investors to bid for
the English Premier League team
this week.

“I need to see the offer tomor-
row,” the Abu Dhabi business ty-
coon told Zawya Dow Jones in a text-
message response to a question
about whether he plans to sell the
club he bought earlier this year.

Mr. Fahim—who is recovering in
a Dubai hospital from a Friday kid-
ney-stone operation—said negotia-
tions over the sale had “started be-
fore I bought the club.”

The U.K.’s Observer newspaper on
Sunday quoted Mr. Fahim as saying he
was in talks to sell a majority holding
in Portsmouth to Ali al-Faraj, a prop-
erty investor and member of one of
Saudi Arabia’s wealthiest families,
with apersonal holdingin petrochemi-
calsgiantSaudi BasicIndustriesCorp.

Mr. Fahim, the former chief exec-
utive of Hydra Properties, one of
Abu Dhabi’s largest closely held de-
velopers, in July became chairman
of Portsmouth, known locally as
Pompey. The deal was brokered
through Al Fahim Asia Associates
Ltd., of which Mr. Fahim is sole
owner and chairman. Portsmouth
didn’t disclose the value of the deal

at the time, but in June, Mr. Fahim
said it was in the region of £80 mil-
lion, or about $125 million.

Oil-rich Middle East investors
have been buying teams in the Eng-
lish league, the most lucrative in Eu-

rope, at a time when many owners
are struggling for funding amid the
global financial crisis. Last week,
Saudi Prince Faisal bin Fahd bin Ab-
dullah Al Saud told the Saudi Al Riy-
adh newspaper that Saudi investors
were looking at buying a 50% stake
in Liverpool Football Club.

Abu Dhabi royal Sheik Mansour
bin Zayed Al Nahyan recently
bought the final 10% controlling
stake in Manchester City Football
Club after acquiring 90% of the club
from Thaksin Shinawatra for £210
million in September 2008.

The new owners have since bank-
rolled a spending spree by manager
Mark Hughes. The club has had one
of its most successful starts to the
football season and was in fifth
place in the Premier League table at
the time of writing.

Portsmouth has only won one
match so far this season and could
face the prospect of being relegated
to the second division. The team’s
precarious financial position was un-
derlined Thursday when the club an-
nounced the first-team squad and ex-
ecutive board hadn’t been paid.

Mr. Fahim, 32 years old, is one of
the best-known businessmen in the
conservative oil-rich emirate of Abu
Dhabi. He brokered the emirate’s
takeover of Manchester City F.C.
last year on behalf of Sheikh Man-
sour bin Zayed, a senior royal in the
emirate. He also hosted a television
show modeled on “The Apprentice”
known as “Hydra Executives.”

In June, he unexpectedly left his
post as chief executive of Hydra
Properties.

CORPORATE NEWS

By Marek Strzelecki

And Marynia Kruk

WARSAW—Poland and Dutch in-
surer Eureko BV have settled a nearly
decade-long dispute over a botched
privatization, clearing the way for a
high-profile initial public offering
next year and saving the country
from a potential $12.1 billion payout
in an international arbitration case.

Analysts consider the difficult

and complex deal a major victory for
Poland’s ruling Civic Platform party.

“This is definitely a success and
it’s good that normal investment
conditions are returning to Poland,”
said Pawel Swieboda, chief execu-
tive of DemosEuropa, a Warsaw-
based think tank. “This conflict was
turning investors off the country.”

An element of the historic settle-
ment are plans for an IPO of insurer
Powszechny Zaklad Ubezpieczen

SA, or PZU, on the Warsaw Stock Ex-
change sometime in the first half of
2010. It is expected to be one of the
largest companies by market capital-
ization in Poland.

The resolution also unlocks a pay-
out of three years of dividends total-
ing 12 billion zlotys ($4.14 billion)
that will go to the Polish govern-
ment, Eureko and the holders of PZU
employee shares.

Negotiations between succes-

sive Polish administrations and Eu-
reko had stalled until one effect of
the global economic slowdown—
the need for funds—brought both
sides back the bargaining table.

The Treasury and Eureko will
both sell stakes in PZU in an IPO
likely to be held next year. Poland
will pay Eureko compensation
partly from its dividend proceeds
and partly from the sale of a 5%
stake in PZU sold in the IPO.

Portsmouth Football Club owner Sulaiman Al Fahim, shown last month, said he
expects a bid from Saudi investors this week.

Silvio Berlusconi
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is ordered to pay
damages to rival
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/29 SAR 6.08 28.3 –20.6 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/01 USD 343.67 40.0 22.3 6.0
Sel Emerg Mkt Equity GL EQ GGY 10/01 USD 199.74 52.5 12.1 –13.6
Sel Euro Equity EUR US EQ GGY 10/01 EUR 93.62 27.6 –4.2 –21.4
Sel European Equity EU EQ GGY 10/01 USD 180.68 31.4 –2.5 –21.5
Sel Glob Equity GL EQ GGY 10/01 USD 182.90 27.3 –4.7 –21.0
Sel Glob Fxd Inc GL BD GGY 10/01 USD 141.78 9.9 5.3 –1.0
Sel Pacific Equity AS EQ GGY 10/01 USD 141.09 56.1 15.8 –11.3
Sel US Equity US EQ GGY 10/01 USD 116.08 15.2 –11.6 –19.5
Sel US Sm Cap Eq US EQ GGY 10/01 USD 163.00 24.7 –10.6 –20.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/01 EUR 27.48 4.8 –28.5 –44.2
MP-TURKEY.SI OT OT SVN 10/01 EUR 31.60 61.8 –0.6 –23.1

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 10/01 EUR 3.35 59.5 –35.0 –40.1
Parex Eastern Europ Bal OT OT LVA 10/01 EUR 13.08 52.4 6.0 –3.1
Parex Eastern Europ Bd EU BD LVA 10/01 USD 14.01 60.7 12.3 1.8
Parex Russian Eq EE EQ LVA 10/01 USD 18.49 113.5 8.3 –17.7

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/02 USD 162.01 46.1 18.0 –20.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/02 USD 154.51 45.2 17.0 –21.0
PF (LUX)-Biotech-Pca OT EQ LUX 10/01 USD 288.43 1.2 –14.9 –8.5
PF (LUX)-CHF Liq-Pca CH MM LUX 10/01 CHF 124.23 0.2 0.4 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/01 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/01 USD 107.06 31.7 19.1 –10.3
PF (LUX)-East Eu-Pca EU EQ LUX 10/01 EUR 279.02 109.0 –0.1 –23.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/02 USD 485.01 59.4 13.0 –18.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/01 EUR 94.82 24.0 –4.6 –18.4
PF (LUX)-EUR Bds-Pca EU BD LUX 10/01 EUR 383.88 2.8 5.4 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/01 EUR 292.13 2.8 5.4 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/01 EUR 145.25 16.3 16.6 5.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/01 EUR 102.12 16.3 16.6 5.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/01 EUR 139.72 54.9 14.0 –2.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/01 EUR 81.00 54.9 14.0 –2.4
PF (LUX)-EUR Liq-Pca EU MM LUX 10/01 EUR 135.89 0.9 1.8 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/01 EUR 97.93 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/01 EUR 102.38 0.5 1.2 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/01 EUR 101.02 0.5 1.2 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/01 EUR 385.04 25.9 –6.5 –23.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/01 EUR 124.64 23.2 –5.2 –20.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/01 USD 240.01 26.7 24.7 10.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/01 USD 163.27 26.7 24.7 10.9
PF (LUX)-Gr China-Pca AS EQ LUX 10/02 USD 314.26 47.7 21.3 –17.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/01 USD 344.93 80.0 27.7 –11.1
PF (LUX)-Jap Index-Pca JP EQ LUX 10/02 JPY 8446.77 3.7 –18.8 –26.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/02 JPY 7465.67 2.3 –21.9 –30.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/02 JPY 7252.40 1.8 –22.4 –31.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/02 JPY 4261.74 8.6 –15.2 –26.1
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/30 USD 50.64 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/02 USD 248.20 56.8 14.8 –13.5
PF (LUX)-Piclife-Pca CH BA LUX 10/01 CHF 771.66 11.9 1.4 –6.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/01 EUR 58.42 32.4 0.6 –16.3
PF (LUX)-Rus Eq-Pca OT OT LUX 10/01 USD 56.06 145.4 11.9 NS
PF (LUX)-Security-Pca GL EQ LUX 10/01 USD 90.24 26.3 7.3 –12.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/01 EUR 435.83 33.6 1.4 –19.1
PF (LUX)-US Eq-Ica US EQ LUX 10/01 USD 96.44 18.1 –8.7 –14.4
PF (LUX)-USA Index-Pca US EQ LUX 10/01 USD 83.49 15.2 –9.9 –17.2
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/01 USD 517.71 –2.4 5.8 6.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/01 USD 379.88 –2.4 5.8 6.4
PF (LUX)-USD Liq-Pca US MM LUX 10/01 USD 131.00 0.6 1.2 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 10/01 USD 85.54 0.6 1.2 2.1

PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/01 USD 101.57 0.3 1.0 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/01 USD 100.85 0.3 0.9 NS
PF (LUX)-Water-Pca GL EQ LUX 10/01 EUR 113.97 10.6 –9.8 –15.0
PF (LUX)-WldGovBds-Pca GL BD LUX 10/02 USD 168.80 2.4 12.8 9.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/02 USD 139.71 2.4 12.8 9.2

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 10/01 USD 11.86 51.3 15.6 –11.1
Japan Fund USD JP EQ IRL 10/02 USD 16.46 12.0 22.3 –4.6
Polar Healthcare Class I USD OT OT IRL 10/01 USD 11.93 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/01 USD 11.93 NS NS NS

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/30 USD 118.53 102.9 27.9 5.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/01 EUR 673.35 19.5 –7.7 –19.0
Core Eurozone Eq B EU EQ IRL 10/01 EUR 795.65 21.0 –3.8 NS
Euro Fixed Income A EU BD IRL 10/01 EUR 1219.70 7.7 4.6 –1.7
Euro Fixed Income B EU BD IRL 10/01 EUR 1300.19 8.2 5.2 –1.1
Euro Small Cap A EU EQ IRL 10/01 EUR 1151.52 35.8 –2.0 –22.8
Euro Small Cap B EU EQ IRL 10/01 EUR 1231.64 36.4 –1.4 –22.4
Eurozone Agg Eq A EU EQ IRL 10/01 EUR 634.79 27.7 –2.5 –20.6
Eurozone Agg Eq B EU EQ IRL 10/01 EUR 910.92 28.3 –1.9 –20.1
Glbl Bd (EuroHdg) A GL BD IRL 10/01 EUR 1355.26 13.2 8.8 2.5
Glbl Bd (EuroHdg) B GL BD IRL 10/01 EUR 1436.35 13.7 9.5 3.2
Glbl Bd A EU BD IRL 10/01 EUR 1081.69 10.3 8.1 2.9
Glbl Bd B EU BD IRL 10/01 EUR 1150.29 10.9 8.8 3.5
Glbl Real Estate A OT EQ IRL 10/01 USD 836.70 25.5 –16.0 –23.6
Glbl Real Estate B OT EQ IRL 10/01 USD 861.31 26.1 –15.5 –23.1
Glbl Real Estate EH-A OT EQ IRL 10/01 EUR 750.71 19.7 –19.8 –24.8
Glbl Real Estate SH-B OT EQ IRL 10/01 GBP 70.63 19.1 –20.6 –24.4
Glbl Strategic Yield A EU BD IRL 10/01 EUR 1526.58 35.0 11.4 0.6
Glbl Strategic Yield B EU BD IRL 10/01 EUR 1631.21 35.7 12.0 1.3
Japan Equity A JP EQ IRL 10/01 JPY 11454.85 10.8 –14.8 –25.9
Japan Equity B JP EQ IRL 10/01 JPY 12190.85 11.3 –14.3 –25.5
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/01 USD 2140.00 66.4 25.6 –10.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/01 USD 2280.43 67.1 26.4 –10.3
Pan European Eq A EU EQ IRL 10/01 EUR 918.34 27.8 –3.0 –19.9
Pan European Eq B EU EQ IRL 10/01 EUR 977.51 28.4 –2.4 –19.4
US Equity A US EQ IRL 10/01 USD 806.38 20.5 –9.5 –18.0
US Equity B US EQ IRL 10/01 USD 862.08 21.1 –9.0 –17.5
US Small Cap A US EQ IRL 10/01 USD 1191.95 18.5 –13.3 –19.2
US Small Cap B US EQ IRL 10/01 USD 1275.11 19.1 –12.8 –18.8

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/02 EUR 13.94 –1.3 13.6 11.6
Asset Sele C H-CHF OT OT LUX 10/02 CHF 96.77 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/02 GBP 97.82 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/02 JPY 9709.62 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/02 NOK 111.74 –0.7 NS NS
Asset Sele C H-SEK OT OT LUX 10/02 SEK 139.96 –1.8 14.2 12.0
Asset Sele C H-USD OT OT LUX 10/02 USD 97.71 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/02 SEK 131.35 –1.8 NS NS
Choice Global Value -C- GL EQ LUX 10/02 SEK 69.93 16.2 –10.8 –26.3
Choice Global Value -D- OT OT LUX 10/01 SEK 69.08 19.8 –7.2 NS
Choice Global Value -I- OT OT LUX 10/02 EUR 6.09 25.1 –14.6 –29.3
Choice Japan Fd -C- OT OT LUX 10/02 JPY 45.81 1.9 –18.6 –28.3
Choice Japan Fd -D- OT OT LUX 10/02 JPY 41.19 1.9 –18.6 –27.8
Choice Jpn Chance/Risk JP EQ LUX 10/02 JPY 47.39 5.8 –18.7 –30.8
Choice NthAmChance/Risk US EQ LUX 10/02 USD 3.64 29.8 –4.5 –17.3
Ethical Europe Fd OT OT LUX 10/02 EUR 1.81 21.0 –11.4 –25.1
Europe 1 Fd OT OT LUX 10/02 EUR 2.60 24.6 –9.3 –24.9
Europe 3 Fd EU EQ LUX 10/02 EUR 3.80 24.6 –9.4 –24.9
Global Chance/Risk Fd GL EQ LUX 10/02 EUR 0.54 15.5 –10.0 –20.6
Global Fd -C- OT OT LUX 10/01 USD 2.03 22.1 –6.7 –18.5
Global Fd -D- OT OT LUX 10/02 USD 1.23 18.5 NS NS
Nordic Fd OT OT LUX 10/02 EUR 5.08 25.7 5.5 –17.0

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/02 USD 6.91 52.6 25.8 –15.4
Choice Asia ex. Japan -D- OT OT LUX 10/02 USD 1.22 52.5 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/02 EUR 10.45 –4.3 –3.1 0.1

Currency Alpha EUR -RC- OT OT LUX 10/02 EUR 10.36 –4.7 –3.5 –0.4
Currency Alpha SEK -ID- OT OT LUX 10/02 SEK 97.10 –8.1 –7.1 NS
Currency Alpha SEK -RC- OT OT LUX 10/02 SEK 105.96 –4.7 –3.5 –0.4
Generation Fd 80 OT OT LUX 10/02 SEK 7.26 13.8 –3.6 –14.9
Nordic Focus EUR NO EQ LUX 10/02 EUR 71.55 43.4 4.4 NS
Nordic Focus NOK NO EQ LUX 10/02 NOK 75.41 43.4 4.4 NS
Nordic Focus SEK NO EQ LUX 10/02 SEK 77.96 43.4 4.4 NS
Russia Fd OT OT LUX 10/02 EUR 7.55 126.2 14.6 –18.4

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/02 USD 1.67 20.2 –7.8 –18.1
Ethical Glbl Fd -C- OT OT LUX 10/02 USD 0.79 16.8 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/02 USD 0.77 28.5 –1.7 –17.6
Ethical Sweden Fd NO EQ LUX 10/02 SEK 37.27 35.2 15.3 –11.7
Index Linked Bd Fd SEK OT BD LUX 10/02 SEK 13.14 3.2 5.2 5.3
Medical Fd OT EQ LUX 10/02 USD 3.01 5.0 –9.0 –11.4
Short Medium Bd Fd SEK NO MM LUX 10/02 SEK 8.80 1.1 2.2 2.5
Technology Fd -C- OT OT LUX 10/02 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 10/02 USD 2.26 45.2 14.3 –11.4
World Fd -C- OT OT LUX 10/02 USD 26.99 NS NS NS
World Fd -D- OT OT LUX 10/02 USD 2.05 27.7 5.1 –13.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/02 EUR 1.27 0.1 0.9 1.2
Short Bond Fd EUR -D- OT OT LUX 10/02 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/02 SEK 21.95 1.8 3.1 2.7
Short Bond Fd USD US MM LUX 10/02 USD 2.49 –0.2 0.4 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/02 SEK 10.33 2.7 4.2 1.0
Alpha Bond Fd SEK -B- NO BD LUX 10/02 SEK 8.94 2.7 4.2 1.0
Alpha Bond Fd SEK -C- NO BD LUX 10/02 SEK 25.86 2.6 4.1 0.8
Alpha Bond Fd SEK -D- NO BD LUX 10/02 SEK 8.05 2.6 4.1 0.8
Alpha Short Bd SEK -A- NO MM LUX 10/02 SEK 11.08 2.6 3.3 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/02 SEK 10.14 2.6 3.3 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/02 SEK 21.67 2.5 3.2 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/02 SEK 8.20 2.5 3.2 3.0
Bond Fd SEK -C- NO BD LUX 10/02 SEK 42.63 2.6 9.9 6.6
Bond Fd SEK -D- NO BD LUX 10/02 SEK 12.38 2.7 10.0 6.1
Corp. Bond Fd EUR -C- EU BD LUX 10/02 EUR 1.25 14.7 15.6 2.8
Corp. Bond Fd EUR -D- EU BD LUX 10/02 EUR 0.96 14.7 15.7 2.6
Corp. Bond Fd SEK -C- NO BD LUX 10/02 SEK 12.43 15.7 11.6 1.5
Corp. Bond Fd SEK -D- NO BD LUX 10/02 SEK 9.40 15.7 11.6 1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/02 EUR 104.13 0.3 6.3 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/02 EUR 108.53 4.8 11.0 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/02 SEK 1110.48 4.8 11.0 NS
Flexible Bond Fd -C- NO BD LUX 10/02 SEK 21.35 2.3 5.7 4.4
Flexible Bond Fd -D- NO BD LUX 10/02 SEK 11.68 2.3 5.7 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/02 USD 2.45 59.0 20.0 –13.4
Eastern Europe Fd OT OT LUX 10/02 EUR 2.33 36.2 –9.9 –22.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/02 SEK 26.21 56.1 25.1 –16.4
Eastern Europe SmCap Fd OT OT LUX 10/02 EUR 2.34 78.5 1.2 –22.9
Europe Chance/Risk Fd EU EQ LUX 10/02 EUR 960.54 26.0 –10.5 –26.7
Listed Private Equity -C- OT OT LUX 10/02 EUR 120.85 46.7 –36.8 NS
Listed Private Equity -IC- OT OT LUX 10/02 EUR 70.83 71.5 –26.0 NS
Listed Private Equity -ID- OT OT LUX 10/02 EUR 68.73 66.6 –28.1 NS
Nordic Small Cap -C- OT OT LUX 10/02 EUR 122.15 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/02 EUR 122.45 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/02 SEK 78.56 –1.9 –15.7 –14.6
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/02 EUR 100.37 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/02 SEK 100.36 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/02 USD 101.50 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/02 SEK 71.78 –1.9 –15.7 –15.8
Asset Sele Opp C H NOK OT OT LUX 10/02 NOK 103.91 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/02 SEK 102.82 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/02 EUR 103.66 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/02 GBP 103.84 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/02 SEK 103.59 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/02 EUR 102.40 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/02 GBP 102.76 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/02 GBP 102.52 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/24 USD 1076.20 14.5 NS NS

MENA Special Sits Fund OT OT BMU 08/31 USD 1085.58 11.8 NS NS
UAE Blue Chip Fund OT OT ARE 09/24 AED 6.64 44.8 –21.6 –11.6

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 09/30 EUR 29.12 2.7 –4.5 1.1
Bonds Eur Corp A OT OT LUX 09/30 EUR 22.91 10.5 12.4 2.0
Bonds Eur Hi Yld A OT OT LUX 09/30 EUR 20.10 51.2 14.1 –3.5
Bonds EURO A OT OT LUX 10/01 EUR 41.18 4.3 9.6 6.0
Bonds Europe A OT OT LUX 09/30 EUR 39.20 3.5 8.2 5.1
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 09/30 USD 36.50 15.8 16.7 9.1
Bonds World A OT OT LUX 09/30 USD 43.14 8.3 15.5 10.0
Eq. China A OT OT LUX 09/30 USD 21.39 43.1 29.0 –22.0
Eq. ConcentratedEuropeA OT OT LUX 09/30 EUR 26.04 26.4 –2.2 –20.7
Eq. Eastern Europe A OT OT LUX 09/30 EUR 20.57 55.6 –18.4 –30.0
Eq. Equities Global Energy OT OT LUX 10/01 USD 16.81 17.9 –12.2 –15.4
Eq. Euroland A OT OT LUX 09/30 EUR 10.41 13.6 –9.0 –23.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/30 EUR 17.08 24.3 –3.8 –18.3
Eq. EurolandFinancialA OT OT LUX 09/30 EUR 12.21 44.9 –2.6 –20.9
Eq. Glbl Emg Cty A OT OT LUX 09/30 USD 9.09 52.0 11.1 –16.7
Eq. Global A OT OT LUX 09/30 USD 26.85 27.6 1.6 –17.8
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/01 USD 27.81 33.0 28.4 –1.9
Eq. Japan Sm Cap A OT OT LUX 10/01 JPY 1121.86 23.9 6.9 –20.9
Eq. Japan Target A OT OT LUX 10/02 JPY 1731.63 10.6 3.8 –12.4
Eq. Pacific A OT OT LUX 10/01 USD 9.82 53.8 17.0 –15.9
Eq. US ConcenCore A OT OT LUX 10/01 USD 20.35 25.3 1.3 –13.3
Eq. US Lg Cap Gr A OT OT LUX 10/01 USD 13.96 29.4 –6.3 –17.1
Eq. US Mid Cap A OT OT LUX 10/01 USD 27.15 35.5 1.5 –17.1
Eq. US Multi Strg A OT OT LUX 10/01 USD 19.87 24.4 –9.7 –18.5
Eq. US Rel Val A OT OT LUX 10/01 USD 19.50 25.5 –11.6 –20.5
Eq. US Sm Cap Val A OT OT LUX 10/01 USD 15.39 18.9 –23.5 –24.8
Eq. US Value Opp A OT OT LUX 10/01 USD 15.18 17.1 –19.9 –25.8
Money Market EURO A OT OT LUX 10/01 EUR 27.37 0.9 1.9 3.1
Money Market USD A OT OT LUX 10/01 USD 15.83 0.5 1.1 2.3

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/02 JPY 8661.00 0.7 –18.9 –33.7
YMR-N Small Cap Fund OT OT IRL 10/02 JPY 6935.00 8.1 –1.3 –31.8

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/02 JPY 5864.00 –0.7 –22.5 –34.3
Yuki 77 Growth JP EQ IRL 10/02 JPY 5618.00 –5.0 –30.5 –37.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/02 JPY 6310.00 1.1 –20.9 –33.4
Yuki Chugoku JpnLowP JP EQ IRL 10/02 JPY 7777.00 –5.0 –16.3 –28.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/02 JPY 6314.00 –6.7 –26.9 –35.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/02 JPY 4282.00 –5.9 –26.9 –35.7
Yuki Hokuyo Jpn Inc JP EQ IRL 10/02 JPY 5003.00 –5.2 –25.6 –28.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/02 JPY 5079.00 7.9 –1.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/02 JPY 4092.00 –3.7 –29.7 –38.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/02 JPY 4441.00 –1.1 –28.4 –37.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/02 JPY 6314.00 3.5 –22.8 –33.8
Yuki Mizuho Jpn Gen OT OT IRL 10/02 JPY 8023.00 0.0 –21.5 –34.5
Yuki Mizuho Jpn Gro OT OT IRL 10/02 JPY 6064.00 –3.0 –20.0 –35.3
Yuki Mizuho Jpn Inc OT OT IRL 10/02 JPY 7265.00 –8.7 –26.7 –31.8
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/02 JPY 4837.00 –2.9 –24.6 –33.4
Yuki Mizuho Jpn LowP OT OT IRL 10/02 JPY 11414.00 0.7 –10.5 –24.8
Yuki Mizuho Jpn PGth OT OT IRL 10/02 JPY 7555.00 –1.1 –23.7 –36.5
Yuki Mizuho Jpn SmCp OT OT IRL 10/02 JPY 7126.00 16.2 3.8 –30.3
Yuki Mizuho Jpn Val Sel OT OT IRL 10/02 JPY 5377.00 3.5 –18.2 –29.4
Yuki Mizuho Jpn YoungCo OT OT IRL 10/02 JPY 2951.00 23.6 –5.6 –32.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/02 JPY 4889.00 8.6 –22.1 –34.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/02 JPY 5056.00 –0.8 –22.8 –36.0
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 08/31 USD 1439.79 48.6 44.2 NS

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

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

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

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

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

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

Special Opp USD OT OT CYM 09/18 USD 90.23 13.4 NS NS

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

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 08/31 EUR 192.86 NS NS NS
Integrated European Fd EUR OT OT CYM 07/31 EUR 150.94 1.3 –3.2 –0.9
Integrated Multi St N EUR OT OT VGB 06/30 EUR 100.26 NS NS NS
Integrated Multi St N GBP OT OT VGB 06/30 GBP 100.52 NS NS NS
Integrated Multi St N USD OT OT VGB 06/30 USD 99.97 NS NS NS
Integrated Strategic Fund-MS Z EUR OT OT VGB 06/30 EUR 100.24 NS NS NS

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

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

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 08/31 EUR 90.02 6.0 –5.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 08/31 EUR 89.39 5.6 –6.4 NS

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

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

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 09/29 USD 48.01 –42.3 –6.5 7.4
Superfund GCT USD* OT OT LUX 09/29 USD 2414.00 –33.9 –7.9 4.0
Superfund Green Gold A (SPC) OT OT CYM 09/29 USD 959.61 –17.5 4.7 12.8
Superfund Green Gold B (SPC) OT OT CYM 09/29 USD 973.52 –27.8 4.1 11.8
Superfund Q-AG* OT OT AUT 09/29 EUR 6891.00 –21.4 0.3 6.1

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT VGB 08/31 EUR 1195.14 –7.8 –8.5 2.7
Winton Evolution GBP Cls G OT OT CYM 08/31 GBP 1176.95 –7.9 –8.0 3.5
Winton Evolution USD Cls F OT OT CYM 08/31 USD 1163.50 –8.2 –8.6 2.6
Winton Futures EUR Cls C OT OT VGB 08/31 EUR 190.12 –7.7 2.5 12.0
Winton Futures GBP Cls D OT OT VGB 08/31 GBP 205.01 –7.6 3.1 13.2
Winton Futures JPY Cls E OT OT VGB 08/31 JPY 13445.13 –8.9 –0.3 9.0
Winton Futures USD Cls B OT OT VGB 08/31 USD 673.80 –8.1 1.7 11.9
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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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Putin puts pressure on Renault
French car maker
is pressed to bail out
state-held AvtoVAZ

Toyota’s results are dented by yen’s rise, president says

GE speeds push in Indian health-care market
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Evening Standard Ltd.

The London Evening Standard,
the newspaper sold by publisher
Daily Mail & General Trust PLC to
Russian businessman Alexander
Lebedev earlier this year for one
pound, or about $1.60, will be free
for Londoners beginning Oct. 12 and
will compete with Daily Mail’s Lon-
don Lite free afternoon paper.
Evening Standard Ltd. said Friday it
expects circulation to more than
double to 600,000 from 250,000 a
day. With a cover price of 50 pence,
the Evening Standard has struggled
against new free afternoon papers.
News Corp., which owns The Wall
Street Journal, recently closed its
free afternoon newspaper, the Lon-
donpaper. The Daily Mail couldn’t
be reached for comment.

CORPORATE NEWS

Russian Prime Minister Vladimir Putin appeared in May with an AvtoVAZ SUV. Renault bought a 25% stake in the auto maker.

Tesco PLC

U.K. retailer Tesco PLC started a
new online clothing store that will
pit it against established rivals re-
tailers with an online presence, such
as Next PLC, Marks & Spencer PLC
and Asos PLC. The new site will add
another 1,000 product lines to the
current 2,500 lines currently sold.
Market research company Mintel’s
August online fashion report pre-
dicts the market for buying clothes
over the Internet will grow 26% in
the U.K. this year to £4.1 billion ($6.5
billion), or to 8.8% of the total cloth-
ing and footwear market. The com-
pany forecasts this figure will rise to
11.4% by 2014. Tesco’s clothing chief
executive, Terry Green, told report-
ers that the company aims to gener-
ate 10% of clothing sales online.

—Compiled from staff
and wire service reports.

Burberry Group PLC

U.K. luxury fashion group Burb-
erry Group PLC said a change to its
apparel license with Sanyo Shokai
Ltd. and Mitsui & Co. of Japan will
boost its fiscal 2010 operating profit
by £4 million ($6.4 million). In a
short statement, Burberry said the
license deal will expire June 2015, in-
stead of 2020. It said for the year to
March 31, 2010, it will receive higher
royalty payments than previously
planned. According to a FactSet poll
of 15 analysts, Burberry is expected
to post a fiscal 2010 pretax profit of
between £161 million and £188 mil-
lion on sales of between £1.13 billion
and £1.26 billion. Burberry swung to
a net loss of £6 million in fiscal 2009,
ended March 31, after posting net of
£135.2 million a year earlier.

Électricité de France SA

Utility considers the sale
of U.K. distribution unit

Électricité de France SA said it is
studying options for selling its
power-distribution business in the
U.K. as it seeks to reduce debt. The
state-controlled utility, which runs
58 nuclear reactors in France, went
on a buying spree last year in an ef-
fort to lead a global revival in nu-
clear power. A sale of the distribu-
tion assets in the U.K. would be part
of the company’s plan to reduce net
debt by at least Œ5 billion, or
roughly $7 billion, by the end of next
year, EDF said. The company lists
the value of its regulated distribu-
tion assets in the U.K. at around Œ4
billion, Chief Financial Officer
Daniel Camus said during a confer-
ence call Friday. The business also in-
cludes nonregulated assets.

By Paul Beckett

NEW DELHI—General Electric
Co. is accelerating its push into In-
dia, with Chief Executive Jeffrey Im-
melt on Friday unveiling a new struc-
ture that will bring all of GE’s Indian
health-care businesses into an exist-
ing joint venture with Indian tech-
nology giant Wipro Ltd.

“We want to accelerate our
growth in India even more in the fu-
ture,” Mr. Immelt said at a press con-
ference with Wipro Chairman Azim
Premji. “India’s health-care market
is on the verge of substantial

growth, not just in places like Delhi
but throughout the country. We
think this is an exceptionally good
time to invest in India.”

The two companies have had a
joint venture to sell health-care prod-
ucts in India since 1990. Wipro GE
Healthcare, in which GE holds 51%
and Wipro 49%, already accounts for
about 85% of GE Healthcare’s sales in
India. Added to the venture will be
GE’s other Indian health-care units, in-
cluding GE Healthcare Life Sciences,
GE Healthcare Medical Diagnostics
and GE Medical Systems India.

Financial terms of what Mr. Im-

melt called a “simplification” of
GE’s Indian health-care portfolio
weren’t disclosed.

GE also plans to increase manufac-
turing of health-care products in India
for both the domestic and export mar-
kets. Currently, Mr. Immelt said,
about 25% of the health-care products
the company sells in India are made in
India; he intends for that to reach 50%
to 75% within five to 10 years, he said.

The new Indian structure for the
health-care business comes as Mr.
Immelt pursues what he terms “re-
verse innovation” at the Fairfield,
Conn., conglomerate. A recent arti-

cle in Harvard Business Review, co-
authored by Mr. Immelt, said GE is
striving to change its U.S.-centric
method of innovation by developing
products in emerging markets such
as India and China, then distribut-
ing them globally. “Success in devel-
oping countries is a prerequisite for
continued vitality in developed
ones,” the article said.

Mr. Immelt on Friday said he ex-
pected health-care products devel-
oped in India to be exported to the
rest of the world. “Some of these
models and products have applicabil-
ity in Europe and the U.S.,” he said.

By Will Bland

MOSCOW—Russian Prime Minis-
ter Vladimir Putin said Renault SA’s
stake in OAO AvtoVAZ could be di-
luted unless the French company
helps bail out the Russian auto maker.

Renault’s $1 billion investment for
a 25% stake last year was a landmark
deal for Russia, representing the larg-
est by a foreign company outside the
energy sector. But the French car mak-
er’s efforts to streamline production
have stalled, and state-controlled
AvtoVAZ has struggled to pay suppli-
ers and trim its bloated work force.

“Either they participate in the fur-
ther financing of the company or we
will have to negotiate with them
about our relative stakes,” Mr. Putin
told members of the government. He
said the government has already pro-
vided 25 billion rubles ($828.2 mil-
lion) without diluting Renault’s stake.

Mr. Putin’s ultimatum to Renault
Friday contrasts with the investor-
friendly tone he struck at a Moscow
conference earlier last week when he
said Russia wants to reduce the
state’s role in the economy.

Mr. Putin blessed the deal early
last year, giving Renault a blocking
stake and the ability to appoint senior
managers. Many of the Renault-
appointed managers have left Avto-
VAZ this year, and any dilution would
see Renault forfeit its blocking stake.

“AvtoVAZ could end up being a

money pit,” said Warren Browne, who
headed General Motors Co.’s Russian
business between 2004 and 2008.

AvtoVAZ’s Lada brand in 2008 ac-
counted for a quarter of Russia’s car
sales, which are currently down 50%
from last year. The company took the
government’s interest-free loan in
the spring, but that cash was largely
used to pay off suppliers. The com-
pany is now seeking an additional 12
billion rubles.

Deputy Prime Minister Igor Shu-
valovis set to meet with foreigncar ex-
ecutives Monday to discuss AvtoVAZ.

The vehicle maker last month dis-
closed plans to lay off a quarter of its
102,000 workers, as newly installed
Chief Executive Igor Komarov said its
main task now is to avoid bankruptcy.

Analysts say Renault had long
planned to cut workers, but that
AvtoVAZ’s other shareholders,
which include the government,
were concerned about the eco-
nomic fallout in the city of Togli-
atti on the Volga River.

AvtoVAZ’s plant is one of the least
efficient in the country, manufactur-
ing eight cars an employee in 2008,

compared with 28 cars an employee
at Renault’s Moscow factory.The dete-
rioration of Russia’s car market
helped reduce the book value of
Renault’s stake in AvtoVAZ by Œ255
million ($371 million) in the first six
months of the year.

A spokesperson for Renault de-
clined to comment on whether the
company would put more money into
AvtoVAZ. A spokesperson for the
French Industry Ministry also de-
clined to comment.

 —David Pearson in Paris
contributed to this article.

By Yoshio Takahashi

Toyota Motor Corp.’s president

warned that the rising yen will make
it harder for the company to return
to profitability.

President Akio Toyoda, speaking
Friday at the Japan National Press
Club, also said the company is inves-
tigating the cause of its largest
safety recall in the U.S.

Mr. Toyoda said that the company
would take all conceivable measures
to help soften the impact of the strong
yen. He added, “As we [already] have
excessive production capacity, it will
be hard to return to profitability…just
by increasing sales volume.”

His comments came a day after
Honda Motor Co.’s president said in
an interview that the yen’s apprecia-
tion makes it less certain the car
maker can return to profitability in
the second half of its current fiscal
year, as it had planned.

A strong yen makes a Japanese

company’s products more expen-
sive overseas and reduces profits
it earns abroad when they are
translated into yen—a severe hand-
icap to bedrocks of the Japanese
economy such as auto and electron-
ics manufacturers.

Mr. Toyoda has said that the
company, which posted its first net
loss in 59 years in the fiscal year
ended in March, aims to return to
profitability in the next fiscal year.
For this fiscal year, the company ex-
pects an operating loss of 750 bil-
lion yen ($8.36 billion) based on an
estimated exchange rate of 92 yen
to the dollar. But the dollar slipped
to an eight-month low of 88.23 yen
last Monday and remained below
90 yen all last week.

The yen has been bolstered by a
weakening dollar and by statements
by Japan’s new government that it

didn’t want to intervene in currency
markets to bring the yen’s value back
down. Japanese Finance Minister Hi-
rohisa Fujii has since qualified his
statements, saying the government
may act if it sees “abnormal moves.”

Earlier last week, Toyota issued
a safety advisory for U.S. owners of
eight models sold under the Toyota
and Lexus brands, after reports that
accelerator pedals had become
trapped under floor mats, causing
vehicles to speed up even after driv-
ers lifted their foot off the pedal.

The advisory, issued in conjunc-
tion with a similar warning by the
National Highway Traffic Safety Ad-
ministration in the U.S., covers
about 3.8 million vehicles.

“We apologize for worrying our
customers who drive Toyota and
Lexus vehicles, because they are
safe,” Mr. Toyoda said.

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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Gl High Yield I US BD LUX 10/01 USD 4.21 53.8 19.7 2.2
Gl Value A GL EQ LUX 10/01 USD 10.54 24.1 –9.1 –25.9
Gl Value B GL EQ LUX 10/01 USD 9.71 23.2 –10.0 –26.7
Gl Value I GL EQ LUX 10/01 USD 11.19 24.9 –8.4 –25.3
India Growth A - OT OT LUX 10/01 USD 116.96 NS NS NS
India Growth AX OT OT LUX 10/01 USD 102.17 76.9 35.8 –4.6
India Growth B - OT OT NA 10/01 USD 122.83 NS NS NS
India Growth BX OT OT LUX 10/01 USD 87.55 75.6 34.5 –5.5
India Growth I EA EQ LUX 10/01 USD 105.74 77.4 36.3 –4.3
Int'l Health Care A OT EQ LUX 10/01 USD 125.09 6.5 –10.8 –13.5
Int'l Health Care B OT EQ LUX 10/01 USD 105.78 5.7 –11.7 –14.4
Int'l Health Care I OT EQ LUX 10/01 USD 136.40 7.2 –10.1 –12.8
Int'l Technology A OT EQ LUX 10/01 USD 97.74 33.6 0.6 –17.7
Int'l Technology B OT EQ LUX 10/01 USD 84.90 32.6 –0.4 –18.5
Int'l Technology I OT EQ LUX 10/01 USD 109.37 34.4 1.4 –17.0
Japan Blend A JP EQ LUX 10/01 JPY 5670.00 5.7 –19.3 –29.2
Japan Growth A JP EQ LUX 10/01 JPY 5626.00 1.1 –19.8 –29.0
Japan Growth I JP EQ LUX 10/01 JPY 5777.00 1.7 –19.2 –28.4
Japan Strat Value A JP EQ LUX 10/01 JPY 5679.00 10.1 –19.0 –29.8
Japan Strat Value I JP EQ LUX 10/01 JPY 5818.00 10.8 –18.4 –29.2
Real Estate Sec. A OT EQ LUX 10/01 USD 13.43 25.9 –13.1 –22.0

Real Estate Sec. B OT EQ LUX 10/01 USD 12.31 25.0 –14.0 –22.8
Real Estate Sec. I OT EQ LUX 10/01 USD 14.40 26.5 –12.5 –21.4
Short Mat Dollar A US BD LUX 10/01 USD 7.15 8.9 0.2 –7.8
Short Mat Dollar A2 US BD LUX 10/01 USD 9.55 9.0 0.1 –7.9
Short Mat Dollar B US BD LUX 09/29 USD 7.15 8.3 –0.6 –8.3
Short Mat Dollar B2 US BD LUX 10/01 USD 9.52 8.7 –0.2 –8.2
Short Mat Dollar I US BD LUX 10/01 USD 7.15 9.4 0.8 –7.3

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 10/01 GBP 7.67 15.2 5.1 –10.1
Andfs. Borsa Global GL EQ AND 10/01 EUR 6.11 5.4 –13.9 –21.0
Andfs. Emergents GL EQ AND 10/01 USD 15.75 57.5 12.7 –13.2
Andfs. Espanya EU EQ AND 10/01 EUR 13.17 21.7 1.3 –11.9
Andfs. Estats Units US EQ AND 10/01 USD 13.86 13.6 –10.9 –17.3
Andfs. Europa EU EQ AND 10/01 EUR 7.49 15.5 –5.1 –18.6

Andfs. Franca EU EQ AND 10/01 EUR 9.20 11.1 –8.9 –20.3

Andfs. Japo JP EQ AND 10/01 JPY 496.72 13.3 –8.8 –23.7

Andfs. Plus Dollars US BA AND 10/01 USD 9.24 9.5 1.1 –7.4

Andfs. RF Dolars US BD AND 10/01 USD 11.35 11.1 8.4 0.1

Andfs. RF Euros EU BD AND 10/01 EUR 10.79 20.5 11.0 –1.7

Andorfons EU BD AND 10/01 EUR 14.39 20.6 8.4 –4.1

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

Andorfons Mix 30 EU BA AND 10/01 EUR 9.38 15.9 –0.8 –10.7

Andorfons Mix 60 EU BA AND 10/01 EUR 8.93 9.9 –11.0 –18.0

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/25 USD 225847.89 67.4 16.7 –7.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 10/02 EUR 9.13 –5.6 –7.4 –3.4

DJE-Absolut P GL EQ LUX 10/02 EUR 191.72 9.4 –1.9 –11.5

DJE-Alpha Glbl P EU BA LUX 10/02 EUR 168.19 9.3 0.7 –7.9
DJE-Div& Substanz P GL EQ LUX 10/02 EUR 202.93 16.0 5.7 –8.3
DJE-Gold&Resourc P OT EQ LUX 10/02 EUR 154.88 18.5 7.5 –9.4
DJE-Renten Glbl P EU BD LUX 10/02 EUR 129.22 8.0 8.7 2.9
LuxPro-Dragon I AS EQ LUX 10/02 EUR 137.61 48.2 24.7 –15.6
LuxPro-Dragon P AS EQ LUX 10/02 EUR 134.09 47.8 24.1 –16.7
LuxTopic-Aktien Europa EU EQ LUX 10/02 EUR 16.93 18.1 7.8 –4.9
LuxTopic-Pacific AS EQ LUX 10/02 EUR 14.41 59.2 3.2 –19.2

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 09/30 USD 43.50 25.8 –1.4 –10.8
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3

Continued from previous page

Please turn to next page

Think Again uses material from
Dow Jones Investment Banker.
For more information, visit
www.dowjones.com/banker

THINK AGAIN
A considered view of sectors and stocks

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

China’s seemingly insatiable
appetite for hard-commodity as-
sets has put the spotlight on the
premium it’s willing to pay for
those assets.

Sinochem Corp.’s $2.4 billion
bid for Nufarm Ltd. stamps a 10
times multiple on enterprise
value to earnings before interest,
taxes, depreciation and amortiza-
tion. The average multiple agricul-
tural competitors have been trad-
ing at are 6.46. The deal is the sec-
ond attempt by a Chinese state-
owned firm at a merger with the
chemicals company and the fifth
high-profile deal this year in
which a Chinese entity is making a
run for Australian assets.

While the Australian Foreign In-
vestment Review Board, or FIRB,
likes to play tough with China, it
welcomes investment in its coun-
try. Speaking at a China-Australia
investment forum in Sydney last
week, Patrick Colmer, the head of
FIRB, said China—Australia’s
third-largest investor—is likely to
move to the top of the ranks with
the onslaught of deals this year.

Mineral-rich Australia has
been a magnet for deal activity of
late. Total inbound merger-and-
acquisition activity in Australia is
up 85% year to year, according to
Deloitte. Some 114 deals have
been completed in the country
this year with a total value of 44.3
billion Australian dollars
(US$38.2 billion), and mining has
accounted for 86% of that value.
Deloitte expects this trend to con-
tinue into 2010.

While Australia has knocked
down deals in the past, it will be
difficult to ignore the money be-
ing thrown from the north at Aus-
tralian assets. Yet, the yuan depre-
ciation versus the Australian dol-
lar could hamper the possibility of
future deals. The Australian dol-
lar has appreciated 20% versus
the yuan over the last five
months.

But with its focus on hard mate-
rials, Australia presents a great in-
vestment opportunity for compa-
nies searching to expand opera-
tions. The FIRB can’t ignore the

fact that its country has what
China wants and needs—hard
commodities that will help sus-
tain its growth.
 —Kevin M. Nichols

Spared from MTN,
what now for Bharti?

In the current economic and
political environment, dumb
ideas thrive. So we should cele-
brate when an especially bad one,
like the long-discussed tie-up of
South Africa’s MTN Group Ltd.
and India’s Bharti Airtel Ltd., has
the decency to die.

An MTN-Bharti marriage
would have been doomed by a ba-
roque structure, the difficulty of
realizing synergies between two
companies already at scale on
two different continents, and the
radically different regulatory re-
gimes of India and Africa.

Bharti, a wireless operator
with outsized ambitions, now has
to decide what to do next. There
are two promising paths: expan-
sion by acquisition in other Afri-
can and Middle Eastern markets
or through purchases of peers in
its home market. In the long run,
consolidation of Indian wireless
by the strongest players is a ne-
cessity, but structural factors will
prevent it in the short run.

Industry profitability in India
is decelerating as revenue per user
drops. The higher-income part of
the market is saturated, so new
subscribers tend to be rural and
poor. Every state is now served by
four to six firms, and increasing
competition is pushing down
prices. Revenue-per-user data
from the national telecom regula-

tor show declines nearly across
the board in the June quarter.

Two things could block Bharti
from dining out on less fortunate
Indian competitors, however.

First, the Indian government
is very unlikely to smile if consoli-
dators drive up prices at an eco-
nomically sensitive time. Second,
many wireless telecoms—like In-
dian companies generally—are
controlled by dominant share-
holders who will hesitate to sell
their highest-visibility assets.

But those obstacles are likely
to fade with time. An improved
world economy and rising in-
comes could make regulators
more receptive to consolidation,
and even the vainest controlling
shareholder will eventually tire
of being the sixth competitor in
an industry with powerful econo-
mies of scale. But that will take
years.

If Bharti wants Indian-like
growth outside of India, that
means shopping for assets in the
Middle East and Africa. Revenue
per user in the region is a multi-
ple of India’s, and subscriber
growth is comparable in some
countries. There will be plenty of
competition for African and Mid-
dle Eastern assets. India’s Essar
Group, for example, has been ac-
tive in Kenya, Uganda and Congo.
European players, particularly
Vodafone Group PLC and France
Telecom , are acutely interested
in Africa as well.
 —Robert Armstrong

—From Dow Jones Newswires

China speaks
with money
Australia will find it
difficult to reject cash
being thrown at targets

S&P ratings move signals
Hungary may be on the mend
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Xstrata receives deadline
for next move on Anglo
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A worker moves a drum of chemical products at Nufarm. Sinochem is
offering $2.4 billion for the maker of crop protection chemicals.
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By Margit Feher

BUDAPEST—Standard & Poor’s
raised the outlook on Hungary’s
credit rating to stable from nega-
tive, in a sign that one of the coun-
tries hit hardest by the financial
crisis may be on the mend.

Hungary became the first Euro-
pean Union country to secure fi-
nancial aid from the International
Monetary Fund. It received a Œ20
billion ($29.14 billion) joint credit
line from the IMF, the European
Union and the World Bank in Octo-
ber 2008, when its access to credit
froze due to its loose fiscal policy
and large external debt.

S&P said Hungary has suc-
ceeded in fiscal consolidation by
keeping its 2009 budget deficit be-
low 4% of gross domestic product
despite an expected 6.7% drop in
GDP this year, the potentially big-
gest fall in nearly two decades.

S&P warned, however, that a de-
terioration in Hungary’s economic
and fiscal outlook, including exter-
nal pressures or signs of problems
in the financial sector, could lead
to downward pressure on the rat-
ings.

“Furthermore, should the next
government pursue more popu-
list, deficit-widening policies, this
could also adversely affect Hunga-
ry’s creditworthiness,” S&P credit
analyst Kai Stukenbrock said.

S&P also affirmed the BBB-mi-
nus and A-3 foreign and local cur-
rency sovereign-issuer credit rat-
ings, respectively, the former a
notch above “junk” category.

“If we see no U-turn in fiscal pol-
icy after the general elections due
in the second quarter next year,
Hungary’s credit rating is likely to
improve in 2010,” said Raiffeisen
Bank economist Zoltan Torok.
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By Jeffrey Sparshott

LONDON—Xstrata PLC will
have to decide whether to formal-
ize a merger-of-equals proposal,
make a premium bid or walk away
for at least six months from Anglo
American PLC, the rival miner it
first approached in June with an of-
fer to combine.

The U.K. Takeover Panel on Friday
issued London-listed, Switzerland-
based Xstrata a “put up or shut up” or-
der at Anglo’s request, forcing Xstrata
to bid by Oct. 20 or walk away for half
a year. The decision follows repeated
rejection of Xstrata’s proposal byAng-
lo’s management and board, which in-
stead aim to pursue an internal-
growth and cost-savings strategy.

Xstrata hasn’t publicly ruled any-
thing out. “We note this morning’s an-
nouncement by the Takeover Panel
and will respond accordingly by the
agreed deadline of 20th October,” a
spokesman said. Xstrata can formal-
ize its merger-of-equals proposal,
where no cash would change hands
and shareholders from each miner
would end up with half of the com-
bined company.

Such a bid likely would be condi-
tional on regulatory approval in South
Africa and Europe, and take months to
unfold. But it could alienate some
shareholders who already have said a
bid with no premium is a nonstarter.

“Xstrata would antagonize share-

holders if they formalized a nil-pre-
mium merger, and right now it’s most
important to get shareholders on
their side,” said one analyst.

A second option would be to boost
its proposal by offering Anglo a
greater share of the combined com-
panyor addingcash.“Were thistohap-
pen, we think a share premium would
be more likely than a cash offer,” said
MF Global analyst Andrew Gardner.

Xstrata could seek to raise cash by
selling off its 25% stake in platinum
miner Lonmin PLC, selling a coal as-
set to its biggest shareholder, Glen-
core International AG, or turning to
equity markets, Mr. Gardner said.

A third option would be walk-
ing away for six months, an out-
come some analysts said is the
most probable. “We think it un-
likely that Xstrata will ‘put up’ by
20th October,” said Liberum Capi-
tal analyst Michael Rawlinson.

Walking away would give share-
holders time to assess Anglo’s per-
formance against Xstrata’s proposal.
Shareholders appear willing to give
Anglo more time to deliver promises
of cost savings, a turnaround at plati-
num operations and execution of ma-
jor projects.

“Xstrata’s proposal is not in the in-
terests of our shareholders. We have
made our position on Xstrata’s pro-
posal very clear, and we welcome the
panel’s decision today,” said Anglo
Chairman John Parker.
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Fewer options for fugitives fighting extradition

Before the fall of the Berlin Wall
In August 1989, East Germans’ exodus to Austria sparked a diplomatic crisis with Bonn

By Nathan Koppel

And Deborah Ball

As film director Roman Polanski
recently learned, it is becoming
harder for fugitives from the U.S. jus-
tice system to find havens elsewhere.

American crime-fighters in re-
cent years have developed deeper
ties with their counterparts abroad
in the global fight against terrorism.
That has yielded greater coopera-
tion in other law-enforcement mat-
ters, including an increased willing-
ness among the U.S. and its allies to
extradite criminal suspects of all
stripes, attorneys and foreign-pol-
icy experts say.

The number of fugitives deliv-
ered to the U.S. for prosecution
reached a high of 579 last year—
more than double the number of fugi-
tives extradited in 2000, according
to the U.S. Department of Justice,
which oversees extradition requests.

But that doesn’t mean Mr. Polan-
ski will necessarily be sent back to
the U.S. quickly, if at all.

Mr. Polanski, who has French and
Polish citizenship, was arrested
Sept. 26 at an airport in Zurich. An
Oscar-winning director of such
films as “Chinatown” and “The Pia-
nist,” Mr. Polanski pleaded guilty in
1977 to unlawful sexual intercourse,
following accusations that he raped
a 13-year-old girl. He fled the U.S. in
1978 before his sentencing, taking
up residence in France, where he
was born to Polish parents.

The Los Angeles County district
attorney’s office says it has repeat-
edly attempted to have Mr. Polanski
arrested. French authorities have re-
fused to extradite him to the U.S.,
claiming that his crime didn’t fall un-
der those covered by treaties be-

tween the countries. The filmmaker
has traveled extensively in Europe,
including previously to Switzerland,
but he has avoided countries like the
U.K. that were likely to extradite him.

Since the terrorist attacks of
Sept. 11, 2001, the U.S. has created or
updated many extradition treaties,
including those with France, Luxem-
bourg and Romania.

“U.S. law-enforcement authori-
ties now have a close working rela-
tionship with a vast majority of Euro-
pean countries, including Monaco,
Luxembourg and Liechtenstein,
which were, until a few years ago, con-
sidered black holes for us,” said Timo-
thy Coleman, a partner with Dewey &
LeBoeuf LLP, who has worked on
both sides of extradition requests.

A spokesman for the Luxem-
bourg Embassy said the country has
always cooperated fully with U.S. au-
thorities on prosecutions. Requests
for comment from Monaco and
Liechtenstein weren’t returned.

The Swiss, who signed their ex-
tradition treaty with the U.S. in 1997,
tend to follow the treaty terms
strictly, disregarding any political
implications that may arise from
their treatment of a fugitive, say law-
yers in the country.

The French and Polish foreign
ministries were considering a joint
request to U.S. Secretary of State Hil-
lary Clinton to forgo extradition.
U.S. authorities haven’t filed a for-
mal request with Swiss authorities
to extradite Mr. Polanski. While they
are expected to file such a request,
said a person familiar with the mat-
ter, Mrs. Clinton would have the
power to quash extradition.

But that would be rare, if not un-
precedented. State Department offi-
cials said they were unaware of a

case where a secretary of state has
declined to move forward with an ex-
tradition request that met all of the
legal requirements of a treaty.

The Justice and State depart-
ments declined to comment about
the Polanski matter. Reid Weingar-
ten, counsel to Mr. Polanski, didn’t
return a call for comment.

Fugitives and their lawyers can
stave off deportation by citing nu-
merous legal grounds, including
that an American prosecution
would violate their civil liberties.
Such challenges may be raised in the
Polanski case, as his attorneys have
said the judge in the case, now de-
ceased, acted improperly, including
the possibility that he would have re-
neged on the agreed sentence.

“Contested extraditions can be

strung out for years,” says John Bell-
inger III, a partner at Arnold & Por-
ter LLP, who served as the chief legal
adviser to the State Department
from 2005 until earlier this year. In-
ternational human-rights lawyers
often try to defeat extradition by
portraying American prosecutions
as “overreaching and bullying,” Mr.
Bellinger says.

Gary McKinnon, for example, a
British citizen arrested in 2002 and
later ordered extradited for alleg-
edly hacking into U.S. Defense De-
partment computers, has fought de-
portation for years, asserting that
he suffers from Asperger’s syn-
drome, a developmental disorder,
and that his condition could be exac-
erbated by harsh American prison
conditions. Courts have denied the
challenge, but Mr. McKinnon re-
mains in the U.K. as he continues to
pursue his appeal. His attorneys
didn’t return requests for comment.

Mr. Polanski is waiting for a
Swiss court to rule on his appeal of
the arrest warrant and his request
to be released while the legal pro-
ceedings unfold.

It is technically possible for a
judge to release the 76-year-old Mr.
Polanski on bail, given his age, Swiss
lawyers say. In exchange, the direc-
tor likely would be asked to give up
his passport and be confined to his
chalet in the ski resort of Gstaad.

Mr. Polanski, likewise, might rely
on his age as a basis to be set free en-
tirely. His attorneys “might argue
that even though he had sex with a
minor, going to jail for many years at
his age is a punishment so dispropor-
tionate that it would offend funda-
mental notions of human rights,” Mr.
Coleman says. —Tamara Audi

contributed to this article.
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An East German man, above, crosses the Austrian-Hungarian border on Aug. 24,
1989. At right, The Wall Street Journal, Oct. 4, 1989.
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On the hunt
Federal and state fugitives 
extradited to the U.S.

Note: Fiscal year ends Sept. 30. 
2009 data are partial year. Figures don’t 
include fugitives deported to the U.S. under 
routine immigration laws and cooperation 
between U.S. and foreign authorities.
Source: U.S. Justice Department

By Benoit Faucon

Nigerian President Umaru
Yar’Adua scored a victory in his cam-
paign to pacify the restive Niger
Delta, clinching in recent days a flurry
of last-minute deals by militants to ac-
cept a government amnesty.

It’s too early to say whether the
deals will translate into lasting
peace in the mangrove swamps of
the Delta, the source of most of Nige-
ria’s oil wealth. The amnesty pro-
gram has been plagued with specula-
tion the government simply doled
out cash for weapons. The amnesty
committee in charge of disarma-
ment has denied that.

The amnesty deals haven’t shed
much light on the government’s
plans for longer-term develop-
ment in the Delta. That has raised
worries that the region’s bigger
problems—endemic poverty, oil-
related pollution and nearly nonex-
istent infrastructure—will go unad-
dressed and breed new violence in
the future.

Still, the acceptance by some of
the Delta’s most notorious armed
leaders enabled Mr. Yar’Adua to
claim progress. He announced the
offer over the summer amid the
most recent surge in fighting be-
tween armed gangs and govern-
ment forces. This year, attacks on
oil installations have reduced the
nation’s output to about 1.7 mil-
lion barrels a day, from about 2.6
million in 2005, government fig-
ures indicate.

The amnesty offer was initially
met by widespread skepticism, in-
cluding from many of the oil-rich
region’s brash militants. But as the
clock ticked closer to the amnes-
ty’s expiration over the weekend,
several prominent leaders left
their hideouts to accept the offer.
Late Saturday, militant leader Gov-
ernment Ekpemupolo, nicknamed
Tompolo, agreed to the deal in a
meeting in the capital Abuja. He ar-
rived back in his stronghold of
Warri on Sunday aboard a presi-
dential jet.

“Today is the greatest day for Ni-
geria,” Tompolo told reporters as he
stepped off the plane with the presi-
dent’s Niger Delta adviser, accord-
ing to Reuters.

Also on Saturday, the Movement
for the Emancipation of the Niger
Delta said one of its top field com-
manders, Farah Dagogo, had been
“ushered out by MEND” after ac-
cepting the amnesty. MEND has
been at the forefront of militant ac-
tivity in recent years, though its
method of communicating via
email to journalists has made it diffi-
cult to ascertain its real leadership.

One commander who said he oper-
ated under the orders of Mr. Dagogo
said 451 weapons, including AK-47s
and eight rocket launchers, had been
delivered to the governor of River
States, one of the Delta provinces,
and Nigeria’s state security service. A
security official confirmed the com-
mander’s information.

Ateke Tom, head of the Niger Delta
Vigilante Force, another militant
group, agreed to disarm Thursday.

But underscoring the uncertain
prospects of the amnesty, MEND it-
self said in an email to journalists
over the weekend that the move-
ment was taking on new leadership
and warned, “The next phase of our
campaign will commence soon.”

Major militants
accept Nigeria’s
amnesty program

The Berlin Wall appeared be-
fore dawn on Aug. 13, 1961. Using
barbed wire, tanks and hundreds of
troops, East Germany was aiming
to stem the tide of refugees from
the communist East to the demo-
cratic West, adding a more solid
structure over the next few days.

Over the next quarter century,
the wall embodied the division be-
tween East and West, between to-
talitarianism and democracy.

“The Berlin Wall was not built
to prevent an invasion,” wrote U.S.
Defense Secretary Caspar Wein-
berger in The Wall Street Journal,
10 years after the wall fell. “The So-
viets built it to ensure that people
in lands without freedom could not
ever see what they were missing.”

The very appearance of the Ber-
lin Wall reflected the two societies
it divided. Seen from the West, it
was colorful graffiti-covered con-
crete slabs about four meters high.
From the other side, it was a
“death strip” nearly a kilometer
wide with barbed wire, armed
guards and bullet-riddled build-
ings left standing from the war.

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

Late in the summer of 1989,
winds of change were sweeping

the Eastern bloc. Hungary and Po-
land had undertaken major demo-
cratic reforms. East Germany’s rel-
atively strong economy had al-
lowed its leaders to hold fast but
new economic troubles, such as
shortages in fruits and vegetables
and other commodities, were mak-
ing the pressure harder to resist.

In August 1989, there was one

thing East Germans desperately
sought: the right to travel freely.
The Berlin Wall had fostered some
hair-raising escapes. “They have
burrowed under the Berlin Wall or
soared over it in balloons. Most
sought to swim rivers or vault
fences. Thousands have made it
through, but dozens have been
killed by border guards or explod-

ing mines, and countless others
have been caught and impris-
oned,” according to a Wall Street
Journal article published in the
summer of 1989.

A sudden exodus of East Ger-
mans to Hungary sparked a diplo-
matic crisis between Bonn, the capi-
tal of West Germany, and East Ber-
lin that summer. Hungary had liter-
ally torn a hole in the Iron Curtain
by dismantling its border barriers
with Austria. An estimated 10,000
East Germans who were vacation-
ing in Hungary headed westward.
More than 2,000 East Germans fled
to the West from Aug. 21 to Aug. 24
alone, which at the time was the
largest wave of emigration since
construction of the Berlin Wall be-
gan in 1961. Others sought refuge in
West German embassies in Prague
or Budapest.

Peter Hartmann, then the dep-
uty director for a refugee center in
Giessen, Germany, told the Jour-
nal on Aug. 14: “From the numbers
and what the people are saying, all
signs are that East Germany has be-
come a social pressure cooker.”
Those who did reach the West
faced culture shock. “The two Ger-
manys have grown so far apart in
social and economic development
that this is a first step into a new
world for them,” Mr. Hartmann
told the Journal.
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By V. Phani Kumar

And Colin Ng

Shares of Japanese auto makers
were hit hard by weak September
sales in the U.S. and a strong yen,
dragging the benchmark index down

to its lowest close
since July 22.

The Nikkei
Stock Average of
225 companies fell

5.2% over the week, its third consec-
utive weekly decline and the steep-
est weekly drop since July 10.

“It’s not looking pretty,” said IG
Markets institutional dealer, Chris
Weston. “I think this is the breather
people were looking for.”

The Nikkei dropped 2.5% to
9731.87. Toyota Motor fell 3.7%,
Honda Motor dropped 3.4%, Mitsub-
ishi Motors shed 4.1% and Isuzu Mo-
tors sank 5.5%.

Japan’s insurance stocks also fell
sharply. Tokio Marine Holdings and
Mitsui Sumitomo Insurance Group
both slid 4.7%. Lower commodity
prices dragged down Inpex 3.2% and
Nippon Steel 5%.

Hong Kong’s Hang Seng index
ended at a four-week low, down 2.8%
at 20375.49, as trading resumed af-

ter Thursday’s holiday. Blue-chips
were in negative territory across the
board, led by HSBC Holdings’ 3.7%
decline and Wharf’s 4.5% fall.

Shares of Shanghai-based Glori-
ous Property Holdings plunged
more than 14% in their Hong Kong
debut. The property developer is
the fifth consecutive new listing in
Hong Kong to close lower on its trad-
ing debut.

Among other recent Hong Kong
listings, shares of Modern Media
Holdings fell 11%, China Lilang
dropped 1.4% and China South City
Holdings gave up 3.1%.

Shares of PetroChina slipped
2.7%, Aluminum Corp. of China fell
3.9% and Angang Steel slid 4.7% as
part of the regional sell-off in com-
modities plays.

Australia’s S&P/ASX 200 fell
2.1%, its third consecutive decline,
to 4601.70. Miners BHP Billiton fell
2.7% and Rio Tinto shed 2.9%, also
on weaker metals prices.

Markets in South Korea, India
and China were closed.

The region’s technology shares
lost ground amid concerns about
the global economic recovery. Tai-
wan Semiconductor Manufactur-
ing declined 3.5% and Elpida Mem-
ory lost 4.7%.

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 Michael R. Crittenden

Federal Reserve and Treasury De-
partment officials didn’t advise
Bank of America Corp. to withhold
publicly disclosing mounting losses
at Merrill Lynch & Co. last year, ac-
cording to a government watchdog.

The special inspector general for
the U.S. government’s $700 billion fi-
nancial rescue plan said in a report
that investigators found that offi-
cials did pressure Bank of America to
complete the acquisition, but didn’t
tell officials to keep quiet on the
losses. Bank of America CEO Kenneth
Lewis, who last week announced he
would leave the bank by year end,
told investigators that “no such in-
struction was given to him” by then-
Treasury Secretary Henry Paulson or
Fed Chairman Ben Bernanke.

Investigators also said that Bank
of America didn’t think it was re-
quired to disclose the losses.

“Bank of America’s legal counsel
informed [investigators] that he be-
lieved that the bank was under a le-
gal obligation to announce those
losses at the end of each quarter, not

mid-stream,” the report from spe-
cial inspector general Neil Barof-
sky’s office said.

The government’s role in ensur-
ing that Bank of America completed
its deal for Merrill, and whether the
bank should have publicly disclosed
the Merrill losses ahead of a share-
holder vote, have sparked concern
in the U.S. Congress and led to a num-
ber of ongoing investigations. Mr.
Barofsky is conducting a criminal in-
vestigation into the matter.

More broadly, the new report
warned that federal officials need to
be careful when announcing new
government programs, particularly
in cases such as the dramatic inter-
ventions in the financial markets of
the last year. Investigators said the
government hurt its own efforts to
promote public confidence by chang-
ing the goals and focus of its pro-
grams and by describing as
“healthy” financial institutions that
federal officials had serious con-
cerns about.

“Treasury and the TARP pro-
gram lost credibility when lending
at those institutions did not in fact
increase and when subsequent
events…demonstrated that at least
some of those institutions were not
in fact healthy,” the report said.

Mr. Paulson, the report said, ac-
knowledged that some of the initial
nine banks to receive Troubled As-

set Relief Program funds were
healthier than others, and that he
was concerned that one of the nine
firms “was in danger of failing.”

Mr. Barofsky’s office warned
that inaccurate statements could
have the long-term effect of eroding
public confidence in future govern-
ment programs.

The Fed, in a written response to
the report, acknowledged the impor-
tance of transparency in govern-
ment programs, and said effective
communication is paramount “espe-
cially during a financial crisis.”

The Treasury, in a separate writ-
ten response, defended the state-
ments made by officials last year.

“While people may differ today
on how the contemporaneous an-
nouncements…should have been
phrased, any review of such an-
nouncements must be considered in
light of the unprecedented circum-
stances in which they were made,”
Herbert Allison, Treasury’s assis-
tant secretary for financial stability,
wrote to Mr. Barofsky.

Mr. Barofsky’s office has been
conducting a number of investiga-
tions and audits of the govern-
ment’s rescue of the financial sys-
tem. The report said that a review of
American International Group Inc.’s
controversial payments to its coun-
terparties is expected to be released
within the next 30 days.

A deal to merge General Electric
Co.’s NBC Universal into a new joint
venture with Comcast Corp.’s cable
networks might solve pressing needs
for both companies. But a number of
financial and legal issues still hang
over the talks, which are still at an
early stage.

While both sides hope to com-
plete a deal, people familiar with the
matter give the transaction “50-50”
odds of coming together.

In the deal under discussion, Com-
cast would contribute cash and its ca-
ble networks to NBC Universal for a
51% stake in the expanded company.
NBC Universal would borrow money
that would be turned over to GE,
along with the cash contribution, ac-
cording to the person familiar with
the matter.

GE would use that cash to buy out
a 20% stake in NBC Universal held by
Vivendi SA and then pocket the re-
mainder, the person said. In the end,
GE would have a 49% stake.

The chief issue remains valuation.
Comcast, for instance, is eager to con-
tribute as little cash as possible,
meaning it is seeking a high valuation
for its cable networks.

The value for NBC Universal,
meanwhile, must also win the back-
ing of Vivendi, which must agree to
shed its NBC Universal stake as part
of the transaction.

Thepotentialdealalsoincludesop-
tions for GE to ease out of its invest-
ment in NBC Universal in stages, ac-
cording to people familiar with the
matter. Comcast wouldn’t pursue a
dealforNBCUniversalifthereweren’t
an option to eventually own the entire
company, one of the people said.

On Friday, Time Warner Inc.
Chief Executive Jeff Bewkes said that
his company wasn’t interested in an
NBC Universal deal. Reiterating re-
cent comments about the media in-
dustry’s poor track record with big
mergers and acquisitions, Mr. Be-
wkes said that “some deals work, but
in the media most of them have not.”

Such concerns haven’t scared
Comcast, which has been talking for
years about potential deals for NBC
Universal, according to a person
close to Comcast.

The potential tie-up would give
Comcast control over more than 45
million customers spread across TV,
the Web and telephone businesses.

The breadth of that combination
would be reviewed by the U.S. Federal
Communications Commission, which
wouldmostlikelylookatcompetitors’
access to Comcast-owned networks
and competitors’ ability to get their
channels on Comcast’s cable systems.

Antitrustregulators may alsolook
at concerns about how the deal might
affectlocal advertising rates,particu-
larly in markets like Philadelphia and
Washington, D.C., where Comcast is a
local cable operator and NBC owns its
local affiliate.

Comcast executives are pursuing
NBC Universal in large part because
of the rising value of cable-TV chan-
nels such as NBC Universal’s USA and
Comcast’s Versus. Cable networks
have been resilient businesses even
during the recession.

It’s unclear, however, whether the
cable-network gravy train will persist
in the Internet era. The growing popu-
larity of online video viewing raises
questions about how the companies
that produce entertainment content
will be paid for it in the future.

—Amy Schatz
and Nat Worden

contributed to this article.
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Britain’s housing market
continues its recovery
Economists caution
rising joblessness
may thwart rebound

ECONOMY & POLITICS

By Ilona Billington

LONDON—Britain’s housing mar-
ket continued the recovery that be-
gan in the second quarter, a survey
showed, but economists were cau-
tious about the strength and sustain-
ability of the rebound.

U.K. lender Nationwide said
house prices rose 0.9% in September
from August, the fifth straight
monthly increase. For the first time
in 18 months, house prices are now
on par with where they were a year

ago, a big improvement from the
double-digit declines reported in
2008 and the early part of this year.

“The rebound in house prices is
not just a reflection of low supply;
housing demand also rebounded
sharply,” said Michael Saunders,
senior U.K. economist for Citi-
group. “The fuel is cheap money,
provided by the Bank of England,
as well as the improvement in
house valuations.”

The U.K. government will likely
be hoping the rebound continues. In
the past, rising house prices in an
election year, however fleeting the
increase, have typically provided
support for the ruling party.

Economists signaled caution,
however, saying there are likely to
be some bumps in the road. Rising

unemployment, an increase in in-
terest rates and an uncertain eco-
nomic recovery are expected to

keep would-be home buyers in a
cautious frame of mind.

And, far from repeating the dou-

ble-digit monthly price increases re-
ported in the early part of in the de-
cade, economists say they expect
the coming months’ indexes to be
peppered with monthly falls as well
as rises that should keep the real
yearly change broadly flat.

“With unemployment rising and
average earnings’ growth slowing,
the economic backdrop will not sup-
port house-price growth,” said Capi-
tal Economics property economist
Seema Shah. “Even if the economic
recovery turns out to be stronger
than we expect, interest rates would
be likely to rise—an outcome that
also does not look promising for
house prices.”

Rising unemployment is set to
continue weakening consumer confi-
dence, economists say, while rising
interest rates—the central bank is
expected to begin raising rates
around the second quarter of
2010—could halt any recovery in
house prices.

Other data out Friday further in-
dicate risks to house prices. While
confidence in the U.K.’s construc-
tion sector remained high in Sep-
tember, according to a survey of
purchasing managers in the indus-
try, job shedding in the construc-
tion sector continued at the fast-
est rate since June. Meanwhile,
house building rose for the first
time in 22 months, the Chartered
Institute of Purchasing and Supply
and Markit said.

The Bank of England also pub-
lished housing-market data Friday
showing that homeowners are no
longer using their housing wealth to
fund spending in shops. Instead, at a
time when savings rates are at low
levels, they are using any additional
funds to repay their mortgage bor-
rowing, which led to the fifth
straight quarter of a net cash injec-
tion into mortgage debt.

U.K. homeowners injected a net
£7 billion ($11.1 billion) of equity
back into their homes in the second
quarter of 2009.
 —Nicholas Winning in London

contributed to this article.

Source: Nationwide Building Society; Markit; Bank of England 
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The efficient market theory?
U.K.’s Myners says
it just isn’t as robust
as it sounds in theory

Islamic debt issuance jumps
82% as markets recover

By William Hutchings

For Paul Myners, the U.K.’s minis-
ter with responsibility for the finan-
cial sector, something is obstructing
the law of supply and demand in fi-
nancial services.

He spelled this view out in a
speech last month: “Why do bankers
get so hugely rewarded?...Some get
bonuses in excess of £10 million per
annum...If the market was working
rationally, these rewards should
have led to a sharp increase in sup-
ply and downwards pressure on mar-
gins.”

Among the answers: the govern-
ment could declare that some form
of monopoly or oligopoly is in opera-
tion and restrict it, through fees, per-
haps, or limits on employee compen-
sation. Alternatively, it could keep
faith with the free market, but to
seek to improve it.

“I’m a firm believer in markets
generally providing the best route
to allocate resources and price
risk,” said Lord Myners in an inter-
view. “But we all know that markets
need to be regulated, and I think
we’ve come to realize that the effi-
cient market hypothesis is less ro-
bust in practice than it appears to be
in theory.”

A year has gone by since Lord My-
ners was appointed to the govern-

ment, suffering a baptism of fire
with the rescue of troubled U.K. fi-
nancial institutions Royal Bank of
Scotland PLC and Lloyds Banking
Group PLC.

He has since worked on the gov-
ernment’s asset-protection pro-
gram and “living wills” for banks
deemed important enough to the
broader economy that an emer-
gency plan in the event of their de-
mise needs to be considered. He
championed the U.K.’s inter-
ests in relation to the Euro-
pean Union’s proposed di-
rective on private-equity
and venture-capital funds
and instigated a review by
Sir David Walker into gover-
nance of the U.K’s banks.

As he made clear in a
speech last month, Lord My-
ners believes the primary re-
sponsibility for achieving ra-
tional outcomes in financial
services lies with directors
as well as shareholders, rep-
resented mainly by fund managers.
A company’s directors should push
for lower fees for M&A advice.
Banks’ shareholders should push di-
rectors to pay less of the bank’s fee
income in bonuses to senior staff.

“I’m not putting any blame on
fund managers,” said Lord Myners.
“I’m simply asking fund managers...
are you being sufficiently vocal on
the pricing of equity underwriting?
The underwriting fee seems to be ex-
traordinarily high. If it’s 4%, [when
the stock is being issued] at a 40%
discount, Black-Scholes and other
similar models would tell you that’s

an overly rich pricing.”
Lord Myners said there is a need

for a central point through which
fund managers can speak with a com-
mon voice on issues related to client
interests. He said: “If you had a fo-
rum in which fund managers gath-
ered to represent their client inter-
est, rather than their own business
interest, maybe we would see an en-
vironment that would bring in the
group of 100 finance directors, and

the members of London In-
vestment Banking Associa-
tion, and engage with
them constructively on
these issues.

“So it wouldn’t be com-
pany-specific. We would
simply be saying that we,
as the owners of busi-
nesses, believe that there
is a framework that should
operate here. To vote
down a rights issue would
be hopefully an avoidable
option.”

Lord Myners believes fund man-
agers should be asking themselves
“have you acted in the best interests
of your clients in this area of equity
underwriting, around issues of gov-
ernance, around issues connected
with compensation policies?”

Most fund managers must do
more to live up to his expectations,
he said. He noted that “very few
fund managers” submitted views to
the Financial Services Authority
consultation on remuneration,
mainly focusing on fund-manager
organization issues.
—For more,visit efinancialnews.com

By Mirna Sleiman

DUBAI—Global issuance of
sukuk, or Islamic bonds, rallied dur-
ing the third quarter with the value
of sukuk issued rising 82% in the lat-
est sign that confidence is returning
to capital markets.

Data from Zawya.com’s Sukuk
Monitor shows the value of Islamic
bonds issued world-wide for the
third quarter rose to $6.2 billion,
from $3.4 billion for the same quar-
ter of 2008.

Investors are putting more faith
in the sukuk market, seen as a more
stable platform to raise capital, as
the financial crisis eases and global
market conditions improve rapidly,
bankers say.

Sentiment over the $3.5 billion
sukuk due in December by Nakheel,
a real-estate unit of government-
owned Dubai World, has improved
in recent weeks after Sheik Moham-
med bin Rashid Al Maktoum,
Dubai’s ruler and prime minister of
the United Arab Emirates, said the
emirate can meet debt obligations,
estimated at as much as $80 bil-
lion.

Both conventional and Islamic
deals were successfully placed, as in-
vestors became more comfortable

with the economic environment.
Total global sukuk issuance

stood at $13.5 billion at the end of
September, data from Zawya’s
Sukuk Monitor shows. That is close
to the total global market for pri-
mary Islamic bonds in 2008, which
raised $15.2 billion, according to
Zawya.com.

Mukhtar Hussain, global chief ex-
ecutive officer of HSBC Amanah told
Zawya Dow Jones in a recent inter-
view that the volume of Islamic
bonds issued globally this year
could hit $15 billion as the financial
crisis eases and global market condi-
tions improve rapidly.

Sukuk comply with Islam’s ban
on interest and are backed by physi-
cal assets from which returns are de-
rived and paid to bondholders in-
stead. European and Asian inves-
tors are increasingly buying into
Middle East Islamic bonds in a bid to
diversify their portfolios into a mar-
ket showing greater signs of recov-
ery, according to Mark Waters, BNP
Paribas’s head of debt capital mar-
kets in the Middle East.

During the third quarter, more
than $1.8 billion worth of sukuk
were sold by power companies and
utilities world-wide, followed by
$1.5 billion from oil and gas.

Primary sukuk issued out of the
Middle East and North Africa region
accounted for 59% of total volume of
global sukuk this quarter.

Saudi Arabia topped the list of
countries of origin, enjoying 44% of
the total volume, followed by Malay-
sia at 38% and Bahrain 8.5%, accord-
ing to Zawya data.

In U.K.’s finance sector,
tide turns for the better

The volume of
Islamic bonds issued
globally this year
could hit $15 billion.

By Patricia Kowsmann

LONDON—The U.K. financial-ser-
vices sector saw the first increase in
business volumes and profitability
since 2007 in the third quarter, but
bad-debt charges are rising and
more job losses are likely, a quar-
terly survey by a leading business
group showed Monday.

“After nearly two years of excep-
tionally tough operating conditions,
signs of a brighter outlook are ap-
pearing in the financial-services sec-
tor,” said Ian McCafferty, the Confed-
eration of British Industry’s chief
economic adviser. “Future demand
is still a major concern for financial
services, however, and further pain
will continue to be felt in job losses
and lower investment.”

The CBI said between 40,000 and
60,000 job losses in the sector were
expected for the year.

According to the survey of 89
firms conducted by the CBI and
PricewaterhouseCoopers between
Aug. 19 and Sept. 2, a net balance of
respondents totaling seven percent-
age points said business volumes
rose in the third quarter. The bal-
ance is the difference between the
percentage of respondents that said
volumes rose and the percentage
that said volumes fell. It is the first
time in two years that the survey
has pointed to an increase in busi-
ness.

Other measures also painted a
healthier picture. A balance of 16

percentage points of the surveyed
firms expect volumes to grow over
the next three months. A similar bal-
ance saw profitability rising in the
third quarter, compared with a net
balance of 23 percentage points of
firms that saw declining profits in
the second quarter.

Profits, however, are expected to
fall again in the fourth quarter, as
bad-debt charges continue to rise
and cost-cutting measures ease.

By sector, securities traders and
investment managers saw strong
volume growth over the past quar-
ter on an improved stock market,
the survey found. Banks and build-
ing societies expect growth to re-
sume over the next three months.
Life insurers and insurance brokers,
however, anticipate further falls in
business volumes, but at a slower
pace.

Despite the differences between
sectors, the survey found a balance
of 36 percentage points of all the
firms were more optimistic about
the overall business situation in the
sector, compared with 13 percent-
age points in the second quarter.

The CBI also said it expects the
sector to shed about 10,000 jobs in
the fourth quarter, following a
12,000 cut in the third quarter and
15,000 in the second.

Among other concerns, two-
thirds of the companies said they
think the U.K. has become less com-
petitive as a financial-services cen-
ter.

Paul Myners
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