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Silvio Berlusconi arrives to greet Palestinian President Mahmoud Abbas on Tuesday in Rome, before a
court stripped Italy’s prime minister of immunity from prosecution on pending corruption charges.

Editorial&Opinion

By Stacy Meichtry

ROME—Italy’s Constitu-
tional Court struck down a
controversial immunity law
that protected Italian Prime
Minister Silvio Berlusconi
and other top state officials
from criminal prosecution,
dealing a major blow to Italy’s
billionaire premier who has
two suspended corruption tri-
als pending against him re-
lated to his media empire.

Soon after the 15-person
court delivered its verdict,
Mr. Berlusconi’s spokesman
said the premier had no inten-
tion of calling early elections
or of resigning—as some of
his political opponents
urged—as a result of the rul-
ing. Mr. Berlusconi, who has
long denied all of the criminal
charges leveled against him,
also has deep support among
Italian voters.

“We’re moving on,” Mr.
Berlusconi told TV cameras as
he walked, smilingly, into an
art exhibit. Passersby greeted
him with a round of applause.

Still, the ruling—which
can’t be appealed and allows
prosecutors to restart crimi-
nal trials against the premier
right away—could further de-
stabilize an administration al-
ready troubled and distracted
by embarrassing disclosures
over Mr. Berlusconi’s per-
sonal life.

The decision raises the
specter that Mr. Berlusconi
could become distracted with
legal hearings, just as Italy is
struggling with its deepest re-
cession since World War II. In-
ternational organizations
such as the International Mon-
etary Fund have been urging
Italy to pass long-needed over-
hauls to its pension and social-
security system.

“The Berlusconi govern-
ment has the duty to carry out
its agenda ... especially in this
delicate phase for the econ-
omy,” Industry Minister Clau-
dio Scajola said in a statement
released after the ruling.

In its decision, the Consti-
tutional Court ruled that the
immunity law—passed by Par-
liament in July 2008—un-
fairly placed Mr. Berlusconi
above the law, according to a
six-line statement issued by
the court late Wednesday. The
court also ruled that Italy’s
Parliament, where Mr. Berlus-
coni’s center-right coalition
holds a majority of votes, over-
stepped its powers in passing
the law because a constitu-
tional amendment should
have been sought.

The legal proceedings that
had been brought against Mr.
Berlusconi—and had later
been suspended under the im-
munity law—include two
criminal trials for alleged cor-
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MADRID—Spanish tele-
communications operator
Telefónica SA’s Brazilian unit
made an all-cash bid for GVT
Holding SA that values the
Brazilian telecommunica-
tions company at $3.7 billion—
trumping an earlier offer
from France’s Vivendi SA.

In a filing to the Spanish
market regulator Wednesday,
Telefónica said its Telesp unit
would offer 48 Brazilian reals
($27.20) a share for GVT, top-
ping the offer of 42 Brazilian
reals a share made by Vivendi
last month. Vivendi had no im-
mediate comment on the offer.

Telefónica said its offer
was contingent on it acquir-
ing 51% of GVT’s shares and

the Brazilian regulator ap-
proving the deal. “GVT would
expand our footprint in Brazil
and is complimentary to our
existing operations,” a
Telefónica spokesman said.

A spokesman for GVT de-
clined to comment.

Telefónica’s bid comes as
Vivendi hurries to conclude
the purchase of GVT. The
French company’s bid
sparked a turf war in Brazil,
where Telefónica is already
heavily present through its
Telesp subsidiary, which is
the second-biggest fixed-line
operator in the country.

Last week, a spokesman
for Vivendi said the company
was in the final stages of its
due diligence and would rec-
ommend its board approve
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What’s
News

Euro-zone GDP contracted
amid warnings by the EU to
coordinate economic policies
and get widening budget def-
icits under control. Revised
data showed the economy
shrank 0.2% in the second quar-
ter from the first and fell 4.8%
from a year earlier. Page 4

n U.K. opposition leader Cam-
eron will try to turn the mood
to optimism in a speech to
his Conservative Party con-
vention Thursday. Page 2

n U.S. stocks were weighed
down by telecom firms as
traders awaited an earnings
report after the close. Europe
shares slipped amid worries
about a weak dollar. Page 20

n IPO investors warmed to
Verisk Analytics but turned
cold to Santander Brasil, two
of the world’s largest new
listings this year. Page 21

n Ireland’s Aer Lingus said it
will reduce annual operating
costs by about $140 million
by the end of 2011, including
cutting 17% of staff. Page 6

n Gianni Versace closed its
boutiques in Japan, a sign of
how one big luxury market is
starting to lose its luster with
some luxury brands. Page 5

n French retail conglomerate
PPR plans to list its African
distribution division on the
stock market. Page 19

n The European Commission
fined six European and Japa-
nese firms a total of $99.5 mil-
lion for colluding in the power-
transformers market. Page 5

n Amazon trimmed $40 off
the price of its Kindle e-reader
and introduced a version of
the device with international
wireless service. Page 6

n GM said it hasn’t met sev-
eral goals it planned to reach
by year’s end, including work-
force reductions and the sale
of failing brands. Page 8

n Julius Baer Group will buy
ING’s Swiss private-bank op-
erations for $506.4 million in
an effort to strengthen its
core business. Page 22

n Protesters in Istanbul
hurled firebombs at banks
and police in a second day of
protests against the IMF.

n An Egyptian cleric allegedly
kidnapped in Milan in 2003 as
part of a CIA rendition pro-
gram asked for $15 million in
damages from the defendants
charged in his abduction.

n Hilary Mantel’s novel
“Wolf Hall” won the Man
Booker prize for fiction.
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The phony chocolate war
is nearly over. Kraft Foods
has until Nov. 9 to make a for-
mal offer for Cadbury or walk
away.

Right now, it is hard to see
why the U.S. food company
should improve its original
745-pence-a-share ($11.86) pro-
posal, unless it would yield a
Cadbury board recommenda-
tion. And that is a long shot.
The U.K. company has sig-
naled that it is worth more
than its current
793.50-pence-a-share price.

Meanwhile, Cadbury Chair-
man Roger Carr has a track

record seeing off hostile bids.
At Thames Water, he forced
RWE into a fat premium the
German company came to re-
gret. Without an eye-watering
bid, Mr. Carr likely will dare
Kraft to appeal to sharehold-
ers.

True, Kraft probably needs
to adjust its bid, perhaps by
adding more cash. Beyond
this, Kraft simply should wait
for Cadbury’s defense to play
itself out.

There is no point in bid-
ding against itself. Even if pos-
sible rivals Hershey and
Nestlé overcome funding and

regulatory obstacles, they
likely will wait for Kraft to
move first. And if no counter-
offer emerges, Kraft may need
only a modest sweetener to
win over Cadbury sharehold-
ers. Their alternative: watch-
ing the shares slump back to-
ward prebid levels and relying
on management promises to
boost sales and margins.

Of course, hostile bids, par-
ticularly share deals, are two-
way streets. If Kraft goes hos-
tile, CEO Irene Rosenfeld will
find her track record,
strengths and weaknesses un-
der relentless scrutiny. That

ultimately may be the decid-
ing factor: whether Kraft is up
for a bloody fight.
 —Matthew Curtin

More at WSJ.com/Heard

French judges try new tactic in slander trial
De Villepin confronts
witness against him,
but little emerges

Latvian tensions on rise

AT&T is losing its voice when it comes to the iPhone

By David Gauthier-Villars

PARIS—French judges resorted
to a new tactic on Wednesday—di-
rect confrontations between defen-
dants and witnesses—as they seek
the truth amid reams of contradict-
ing statements in the slander trial
pitting plaintiffs including Presi-
dent Nicolas Sarkozy against
former Premier Dominique de Ville-
pin and others.

The court called three defen-
dants, including Mr. de Villepin, and

a key witness—former top spy Gen.
Philippe Rondot—simultaneously
to the stand, in hopes of
shedding light on the pro-
tracted case. But the three-
hour confrontation pro-
duced few new elements.

Mr. de Villepin, who
faces charges of complicity
in an alleged plot to dis-
credit Mr. Sarkozy ahead of
the 2007 presidential elec-
tion, stuck to his denial that
he never took part in a
smear campaign against his
rival.

“It would have caused
[my] death as a politician,” Mr. de
Villepin told the court.

The confrontation technique
isn’t unusual in France, where

judges have more flexibility than in
the U.S. to organize the cross-exami-

nation process and ask
that witnesses and defen-
dants react to their respec-
tive statements.

Judges are trying to de-
termine who falsified and
disseminated banking
records purporting to
show that Mr. Sarkozy and
several other politicians,
lawyers and executives
held secret bank accounts
in Luxembourg to collect
kickbacks.

Between October 2003
and July 2004, the banking records
made their way into the hands of
Gen. Rondot, the office of Mr. de
Villepin, an investigative magis-

trate’s mailbox and onto the front
page of a French weekly magazine.

At the time, Messrs. Sarkozy and
de Villepin both were ministers in
the administration of then-Presi-
dent Jacques Chirac. Gen. Rondot
and the magistrate who received
copies of the records have said that
they independently came to the con-
clusion that the records were fake.

In 2006, Mr. Sarkozy and many
others whose names appeared on
the fake bank documents lodged a le-
gal complaint for slander.

Judges are trying to find out
when Mr. de Villepin first learned
that Mr. Sarkozy’s name was on the
banking records because, in earlier
testimony, the former premier and
Gen. Rondot gave contradicting ver-

sions of events.
During the confrontation, Mr. de

Villepin challenged the content of
notepads written by Gen. Rondot,
who had the habit of transcribing all
of the details of his missions. “When
notes are written and rewritten,
there is a problem,” Mr. de Villepin
said.

In his testimony earlier this
week, Gen. Rondot said he took
notes meticulously.

The notepads, copies of which
were seized during the investiga-
tion, provided the main base for the
charges of complicity in slander
filed against Mr. de Villepin.

“The confrontation showed that
charges against [my client] are
groundless,” said Olivier Metzner,
one of Mr. de Villepin’s lawyers.

Latvia is back in the
storm. A row between the
Baltic state and its Nordic
neighbors over compliance
with an international agree-
ment to cut spending has
raised fears of a lat devalua-
tion. The Swedish krona tum-
bled Wednesday, and Latvia
failed to sell one of three
bonds it was auctioning.

Nordic governments are
threatening to withhold the
latest tranche of a Œ7.5 bil-
lion ($11.04 billion) bailout
unless Latvia cuts spending
by 500 million lats ($1.04 bil-
lion) in 2010. Prime Minister
Valdis Dombrovskis has of-
fered to cut 325 million lats.

Meanwhile, Mr. Dom-
brovskis is threatening a
new law limiting Latvian
homeowners’ mortgage lia-
bilities to the value of their
homes rather than the value
of the loans. That has raised
fears he is preparing the
way for a devaluation. Most
Latvian mortgages are de-
nominated in foreign cur-
rency, and house prices have
fallen 70%, according to Dan-
ske Bank. Devaluation would

saddle homeowners with
soaring debts. But Mr. Dom-
brovskis’s proposal would
transfer much of the risk to
Nordic banks, the main mort-
gage lenders to Latvia.

This mortgage plan sim-
ply may be a bargaining
chip. Latvia’s central bank
has criticized the govern-
ment over its stance on the
budget and its mortgage
plan. And Mr. Dombrovskis
softened his line on the bud-
get Wednesday, saying more
cuts could be found if it
would avoid a worse out-
come. Even so, the row re-
flects public opposition to
the austerity measures. Real
wages fell 5.3% in the first
half, according to Fitch.

The likelihood of a messy
outcome has risen. But the
risk of contagion to East Eu-
ropean states has receded.
Lithuania pushed ahead
Wednesday with a $1.5 bil-
lion bond sale. Swedish
banks have raised capital to
prepare for losses on Baltic
lending. What happens in
Latvia may stay in Latvia.
 —Richard Barley

ruption, false accounting and fraud
stemming from the premier’s role as
owner of Mediaset SpA, Italy’s domi-
nant private broadcaster, according
to Gaetano Pecorella, Mr. Berlusco-
ni’s lawyer. Mr. Pecorella, who had
delivered arguments before the
court on Monday, said the premier
denies all of the charges.

The lawyer added that he
doubted Mr. Berlusconi’s govern-
ment would try to present a new im-
munity law to Parliament because
Wednesday’s ruling would require
the government to seek a two-thirds
majority vote in both houses of Par-
liament to pass a similar bill.

It is unclear whether the Consti-

tutional Court ruling will have any
impact on Mr. Berlusconi’s media
empire—especially as the resump-
tion of any trial wouldn’t be likely to
reach a definitive verdict for several
years. On Sunday, a civil court in Mi-
lan ordered Fininvest SpA, Mr. Ber-
lusconi’s family company of which
Mediaset is a part, to pay Œ750 mil-
lion ($1.1 billion) in damages to CIR
SpA, a company controlled by a rival
media mogul. The civil ruling aimed
to compensate CIR for a 1991 court
ruling that allowed Mr. Berlusconi
to take control of Italy’s biggest pub-
lisher, Arnoldo Mondadori SpA,
away from CIR. The civil court said
the conviction in 2007 of a Fininvest
lawyer for bribing one of the judges

in the 1991 formed the basis for its
ordering Fininvest to pay the dam-
ages. A spokeswoman for Mediaset
declined to comment on the Consti-
tutional Court’s ruling.

During his 15 years in politics,
Mr. Berlusconi, amid criminal inves-
tigations, indictments and trials on
charges ranging from false account-
ing to corruption, has never been
convicted of any wrongdoing. In
some of the cases, Mr. Berlusconi
was acquitted at trial. In some oth-
ers, the statute of limitations on the
alleged crimes expired; because of
that, either he wasn’t charged or the
charges were dropped when the stat-
ute of limitations expired. The pre-
mier has long denied all charges

against him, arguing he is the victim
of left-leaning judges.

Mr. Berlusconi first attempted in
2003 to erect a legal shield for top of-
ficials including the sitting prime
minister, the president and the
heads of the lower and upper houses
of Parliament, during their term in
office. The law was swiftly struck
down by the Constitutional Court,
which argued that it unfairly placed
officials above the law. After the
new immunity law was introduced
in the spring of 2008, prosecutors
quickly filed an appeal to the Consti-
tutional Court.

One of the suspended cases in-
volving fraud and false-accounting
charges relates to arrangements by

Mr. Berlusconi to buy film rights in
the 1990s on behalf of Mediaset. Mr.
Berlusconi denies the charges re-
lated to that case. In connection
with that case, prosecutors in Milan
also charged Mr. Berlusconi with
corruption for allegedly ordering
the payment of more than $600,000
to his co-defendant, British lawyer
David Mills, allegedly in exchange
for false testimony. In February, Mr.
Mills was convicted of perjury and
accepting a bribe and sentenced to
4µ years in prison. Mr. Mills denies
any wrongdoing and is appealing
the conviction. A hearing in Mr.
Mills’s appeal is scheduled for later
this week. Mr. Berlusconi denies or-
dering any payment, his lawyers
have said.

Continued from first page
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Italian court strikes down immunity for Berlusconi

Talk is cheap, and it is get-
ting cheaper.

That is the implication of
AT&T’s decision, at a time of
regulatory scrutiny, to allow
use of Internet phone applica-
tions like Skype on the
iPhone. While AT&T doesn’t
let iPhone customers sign up
for data-only plans, custom-

ers could downshift from an
unlimited voice-minute plan
to the lowest tier of minutes.
Then they could use Internet
services for free or very
cheap calls, taking advantage
of the unlimited nature of
AT&T’s data plans.

J.P. Morgan analyst Mike
McCormack estimates that if

an average user drops to the
cheapest voice plan, AT&T
would lose 20%-33% of voice
revenue.

Of course, not all iPhone
users will make that switch,
given uncertainty about call-
ing quality.

Still, improvements in cell
networks, phones and Inter-

net voice services are likely to
fuel revenue erosion in the
most valuable part of carri-
ers’ business. Voice service of-
fers high returns, because it
uses much less network ca-
pacity than data and, there-
fore, requires less invest-
ment.
 —Martin Peers

Source: WSJ Market Data Group
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By Alistair MacDonald

Britain’s opposition Conserva-
tive Party plans to announce
Thursday that it will appoint re-
tired army Gen. Sir Richard Dan-
natt as a defense adviser, a person
familiar with the matter said, in a
move that could cause discomfort

for the ruling Labour government,
which clashed with Gen. Dannatt
over Afghanistan.

Conservative leader David Cam-
eron also will say that the party is
recommending Gen. Dannatt to the
government for a peerage, this per-
son said.

A spokesman for the Conserva-

tives said there will be an announce-
ment on Gen. Dannatt, but declined
to offer further details.

Gen. Dannatt, who has led British
forces in Afghanistan and Iraq, has
in the past voiced criticisms of the
government’s military policy, includ-
ing what he has described as a short-
age of equipment.

He retired in August, and in re-
cent days he has said that he asked
the government for more troops
than he was given for Afghanistan,
appearing to contradict a govern-
ment claim that it had agreed to all
of the requests for troop numbers
made by the army.

A spokesman for U.K. Prime Min-
ister Gordon Brown declined to dis-
cuss details of internal government
discussions on troop numbers, but
noted that troop counts in Afghani-
stan had risen from 7,800 in the sum-
mer of 2007 to more than 9,000
now, mostly in the southern prov-
ince of Helmand.

“Any suggestion that the prime
minister was unwilling to deploy
more troops or provide the neces-

sary resources was wrong,” he said.
Labour Party politicians have

complained in the past that Gen.
Dannatt was close to the Conserva-
tives. As British casualties rise
and public opinion turns more
strongly against the war, the issue
of Afghanistan has become increas-
ingly important to politicians.

Vartan Oksanian is a former Ar-
menian foreign minister. A Leading
the News article Wednesday incor-
rectly identified him as a member of
the nationalist Dashnak party.

U.K. Conservatives tap Gen. Dannatt as defense adviser

By Laurence Norman

MANCHESTER —U.K. opposition
leader David Cameron will warn
that “painful” cuts in spending will
be needed to get Britain through the
next few years in a key speech to his
Conservative Party annual conven-
tion Thursday.

But Mr. Cameron will also seek to
turn the mood of a fairly sober party
conference so far—the last before
an election due by mid-2010—to one
of optimism. “So yes, there is a steep
climb ahead. But I tell you this: the
view from the summit will be worth
it,” he is due to say. “Ask me what a
Conservative government stands
for and the answer is this ... we will
reward those who take responsibil-
ity and care for those who can’t.”

Senior party officials don’t ex-
pect the speech to contain major
new proposals. Instead, Mr. Cam-
eron will try to show his party has
more to offer than an “age of auster-
ity.” His finance-policy spokesman,
George Osborne, had laid out cuts
suited to the age on Tuesday: an
early increase in the retirement age,
a public-sector salary freeze in 2011,
cuts to middle-class tax benefits,
and an end to large salaries for se-
nior bureaucrats.

Mr. Cameron plans to warn that

he and his party would be “tested” if
it returns to power next year, as it
seeks to drive down a debt burden
that is expected to reach some 80%
of gross domestic product by the
middle of the next decade.

“If we win this election, it is go-
ing to be tough,” Mr. Cameron will
say, according to extracts of the
speech made available. “There will
have to be cutbacks in public spend-
ing and that will be painful.”

In the wake of the Irish approval
of the European Union’s Lisbon
Treaty, Mr. Cameron is expected to
briefly mention Europe but make no
change to his party’s official policy
that it will promise a referendum
only if all other member states
haven’t already ratified the treaty.
The party’s old divisions on Europe
have surfaced this week with some
members calling on Mr. Cameron to
hold a vote even if all other coun-
tries have signed on.

Mr. Cameron, who turns 43 on
Friday, will be speaking on the final
day of the Conservative Party con-
ference in the northern English city
of Manchester. He took over as party
leader four years ago in the wake of
the party’s third straight election
thumping by the Labour Party—the
fourth leader since 1997.

His party came into this week’s

conference buoyed by polls showing
they have a real chance of returning
to office in the election, which must
be held by June 3.

However much of that success
has been due to a slump in support
for Prime Minister Gordon Brown’s
Labour government, which has
faced a deep recession, a parliamen-

tary expenses scandal and a tough
war in Afghanistan.

Party officials said Mr. Cam-
eron is expected to repeat his par-
ty’s pitch that it has become the
“progressive” force in U.K. poli-
tics—one that would protect pub-
lic services, work to reduce pov-
erty and social exclusion, and look

after the environment.
On welfare, the party has allied

its threat to cut welfare checks for
some of the 2.6 million Britons on in-
capacity benefit with a promise to
spend big on bringing in private sec-
tor or charity providers to offer per-
sonalized help for people to find
work and a guarantee to offer em-
ployment to young people who have
been jobless for six months. Like-
wise, Mr. Osborne’s proposed pay
freeze exempted the poorest-paid
tranche of employees.

On Wednesday, Mr. Cameron’s
close ally Michael Gove, promised a
Conservative government would
move rapidly to turn around the
country’s worst-performing
schools by sacking ineffective lead-
ership and creating academies run
by nongovernment bodies.

In a statement Wednesday, La-
bour’s Schools Minister Vernon
Coaker said Mr. Gove’s plans for
academies were less ambitious than
the government’s own academy pro-
gram.

“George Osborne has made clear
that he wants to cut schools spend-
ing from next year,” he said.
“Michael Gove needs to come clean
on the scale of their cuts to schools,
teachers and teaching assistants.”

Cameron aims for an upbeat, austere note
Conservatives try to balance spending cuts with a new progressive image and an optimistic vision of the future

CORRECTIONS &
AMPLIFICATIONS

LEADING THE NEWS

Shadow secretary of state for work and pensions Theresa May speaks
Wednesday at the Conservative Party conference in Manchester, England.
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Panasonic cites hurdles for 3-D television
Sales could stall as consumers absorb flat screens; Japanese maker focuses on offsetting strong yen

TOKYO—Even as the electronics
industry pushes televisions for
watching three-dimensional videos
as a future growth area, Panasonic
Corp. acknowledged that it will be
challenging to get consumers to up-
grade to 3-D sets so soon after
many purchased new flat-screen
TVs.

The electronics company also
said it is sourcing more components
from places where the currency is
tied to the U.S. dollar to offset the
strength of the Japanese yen, which
it said was putting the company at
a disadvantage to rivals, particularly
from South Korea.

Japanese electronics makers,
along with South Korean rivals Sam-
sung Electronics and LG Electronics
Inc., see 3-D as the next major tech-
nological breakthrough to spur sales
of televisions and Blu-ray players,
similar to how high-definition video
helped to drum up demand for liq-
uid-crystal-display and plasma tele-
visions.

However, there is still only a lim-
ited amount of 3-D content, and
consumers would need to change
viewing habits, since the televisions
require special glasses to enable the
3-D effect. The new televisions will
also be more expensive than con-
ventional models.

Panasonic President Fumio Oht-
subo said it is a “very ambitious”
undertaking to persuade people to

make the switch to 3-D and it may
take “three to four years” before it
starts to gain broader appeal. Pana-
sonic has said it plans to introduce
a 3-D TV next year.

Osaka-based Panasonic says 3-D
looks better on plasma displays,

andthe company sees the technol-
ogy as a strategic way to keep
plasma televisions in demand to
counteract widespread adoption of
LCD televisions.

Sony Corp. is also making a big
push into 3-D with LCD televisions.

Last month, Sony Chief Executive
Howard Stringer said at an electron-
ics trade show that it plans to intro-
duce its own 3-D television in 2010.
He also said Sony will put 3-D com-
patibility into many of its devices
,including its PlayStation 3 game

console.
Speaking to reporters at an

event during Japan’s CEATEC elec-
tronics show, Mr. Ohtsubo said the
company is currently focused on
large 3-D televisions, but it expects
many future innovations within the
field, such as smaller TVs and even
portable devices for 3-D video.

“In the beginning, we think
glasses are a must, but in the future,
we think that we can enjoy 3-D con-
tent without glasses,” said Mr. Oht-
subo.

Even without 3-D televisions, Pa-
nasonic expects to increase ship-
ments of plasma-display and LCD
televisions by 54% in the fiscal year
to March 31, as consumers continue
to upgrade from their older TVs.

But Panasonic’s big push into 3-D
comes amid heavy losses at its main
consumer-electronics business,
which has been pressured by intense
price competition.

In August, Panasonic reported a
net loss of 52.98 billion yen, or
about $596.6 million at current
rates, for the April-June period.

Like other companies, Panasonic
has seen its results pressured by the
strengthening yen which makes TVs
and other devices more expensive
when exported for sale. Hitoshi Ot-
suki, a senior managing director in
charge of Panasonic’s overseas busi-
ness, also cited the comparatively
weak South Korean won, which he
said puts Panasonic at a 25% price
disadvantage.

BY DAISUKE WAKABAYASHI

Panasonic demonstrated a 3-D high-definition TV at an electronics show last year.

Emerson intends to buy Avocent for $1.2 billion
Industrial-equipment maker Em-

erson Electric Co. will acquire info-
rmation-technology company Avo-
cent Corp. for about $1.2 billion to
broaden the capabilities of Emer-
son’s data-center equipment busi-
ness.

Emerson plans to apply Avo-
cent’s software-management tech-
nology to its network-power-sys-

tems segment, a business that
generated $6.3 billion in revenue in
2008. Emerson considers the data-
center market ripe for expansion
and estimates the addition of Avo-
cent will give Emerson the opportu-
nity to pursue more than $1 billion
in new-data center revenue.

“The game for us is to expand
that market,” Chief Executive David
Farr said during a conference call
with analysts Tuesday.

Emerson now supplies data cen-
ters with power-distribution units,
generators, surge suppression gear,
cooling equipment and server-rack
components.

Mr. Farr aims to boost Emerson’s
presence in “smart” equipment and
software that would enable data-
center hardware and systems to idle
during off-peak periods, reducing
energy consumption.

The acquisition would put Emer-

son in competition with Interna-
tional Business Machines Corp.,
Cisco Systems Inc. and Hewlett-
Packard Co. in providing servers and
IT management for data centers.

Mr. Farr said he has been consid-
ering Avocent for some time and
had been talking with Avocent board
members for about two years.

Emerson sees Avocent adding
about $400 million to fiscal 2010
revenue and be accretive to earn-

ings in 2011. The deal, unanimously
recommended by the Avocent board,
is expected to be completed around
year end, pending regulatory and
shareholder approvals.

Avocent shareholders will re-
ceive $25 a share, a 22% premium to
Monday’s close. In 4 p.m. trading on
the Nasdaq Stock Market, Avocent’s
stock was up 21% at $24.86.

—Joan E. Solsman
contributed to this article.

BY BOB TITA

Inswitch,AT&TallowsSkypeoniPhone
AT&T Inc. reversed its stance on

the use of Skype and other Internet-
phone applications by users of Ap-
ple Inc.’s iPhone, saying it would no
longer block customers from using
them on its wireless network.

The change means iPhone users
will soon be able to use eBay Inc.’s
Skype and other services on AT&T’s
high-speed 3G network, taking ad-
vantage of competitors’ efforts to
offer cheaper international calls and
text messaging.

AT&T previously blocked iPhone
customers from using Internet-
phone applications on its cellular
network, citing congestion concerns.
However, customers have been al-
lowed to use the software to make
calls if using a Wi-Fi Internet con-
nection, such as at home or at a cof-
fee shop.

Ralph de la Vega, head of AT&T’s
wireless division, said the company
made the change in response to cus-
tomer requests.

Consumer advocates had ques-

tioned why AT&T blocked iPhone
users from using the services, and
asked the Federal Communications
Commission to get involved.

Google Inc. in August told the
FCC that its Google Voice Internet
phone software was rejected by Ap-
ple for inclusion in Apple’s App
Store, an online marketplace.

Apple disputed that claim, saying
it hadn’t rejected Google’s applica-
tion since it was still being re-
viewed.

The FCC also began an inquiry
into competition in the wireless
phone market in August.

FCC Chairman Julius Genach-
owski said in a statement he com-
mended AT&T’s decision to open its

network. The FCC hadn’t formally
investigated the AT&T-Skype issue.

AT&T executives were expected
to announce the news at a trade
show this week, but the company
pushed up the announcement Tues-
day when the news began leaking
onto blogs.

Skype President Josh Silverman,
in a statement, called AT&T’s move
“the right step” for all the compa-
nies involved, as well as for Internet
users.

An Apple spokeswoman said the
company is “very happy” with the
move, and will work to make Inter-
net-phone programs available via
the App store soon.

It is unclear what AT&T’s about-
face could mean for Google’s Voice
application, which still isn’t avail-
able on the iPhone. AT&T said that
it hadn’t played a role in rejecting
Google Voice.

A Google representative said Ap-
ple hadn’t informed it of any change
in the status of its application.

——Jessica E. Vascellaro
contributed to this article.

BY AMY SCHATZ

AT&T said it made
the change in
response to
customer requests.

Essar makes bid for
Rocklands Richfield

MELBOURNE, Australia—Indian
conglomerate Essar Group has
launched a 144.2 million Australian
dollar (US$128.5 million) bid for
Australian coke producer and coal
explorer Rocklands Richfield Ltd.,
trumping an offer from Jindal Steel
& Power Ltd.

The takeover tussle between the
two highlights India’s hunger for
Australian coking coal assets to feed
its growing steel industry and illus-
trates a key difference with the
wave of investment by Chinese
state-owned enterprises in Austra-
lia’s mining sector.

The Chinese have been much
more active and aggressive in pur-
suing Australian mining assets, but
have met with a cool response from
Australian regulators, who have re-
jected some deals and expressed a
preference for stakes to be limited

to under 50%.
Some Australia are concerned

about Chinese state-owned enter-
prises winning control of production
of key Australian export commodi-
ties when Chinese government-
backed companies are also the big-
gest buyers of the commodities and
have an interest in lower prices.

Indian investments haven’t trig-
gered the same level of concern, as
they have come from nongovern-
ment-owned companies, and the
bidding war over Rocklands Rich-
field underlines the market-based
nature of Indian investment com-
pared with the coordinated ap-
proach of China’s state-owned en-
terprises, who don’t bid against
each other.

Essar’s offer is pitched at 50
Australian cents a share, while Jin-
dal is offering 42 cents a share, val-
uing the Perth-based target at
A$121.1 million.

BY ALEX WILSON
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Health-care fight simmers
FDP seeks to dump
fund as conservatives
defend the status quo

German Chancellor Angela Merkel, left, and Foreign Minister Frank-Walter
Steinmeier arrive for a cabinet meeting on Wednesday.

By Patrick McGroarty

And Andrea Thomas

BERLIN—German Chancellor An-
gela Merkel’s incoming center-right
government is already at odds over
how to deal with Germany’s health-
care system, whose funding is com-
ing under increasing strain follow-
ing the economic downturn.

The pro-business Free Demo-
cratic Party, Ms. Merkel’s partner
in a new governing coalition, is call-
ing for a radical reorganization of
Germany’s health-care system. But
Ms. Merkel’s conservatives are de-
fending the status quo.

Germany’s state-backed health
insurers warned this week they
face a financial shortfall of Œ7.45 bil-
lion ($10.96 billion) next year as ris-
ing unemployment leads to lower
health-insurance contributions.

The GKV association for public

health insurers said Tuesday that
spending discipline alone can’t com-
pensate for a “dramatic loss in reve-
nue,” and that the new government,
which is expected to take office in a
few weeks, will have to raise insur-
ance premiums or subsidize the sys-
tem more heavily from taxes.

Ms. Merkel’s conservative
Christian Democratic Union and
its Bavarian sister party, the Chris-
tian Social Union, began talks this
week with the FDP to hammer out
common policies, after the parties
jointly won a parliamentary major-
ity in Germany’s Sept. 27 election.

Ms. Merkel’s conservatives and
the FDP have clashed in recent
days over Germany’s health fund,
which pools fixed-rate health-in-
surance payments from employers
and workers.

The fixed insurance premiums,
currently set at 14.9% of workers’
gross pay, replaced a previous sys-
tem under which health insurers
set their own rates. The change
was an attempt to create a fairer
balance between insurers with
poorer clients and those with
richer clients.

A 2007 health overhaul by Ms.
Merkel’s previous coalition with
the left-leaning Social Democrats,
which created the health fund, was
an attempt to slow the rising cost
of health insurance.

Currently, insurers can de-
mand extra payments from individ-
uals if the insurers’ costs resulting
from medical treatment exceed
their intake from the health fund,
but those extra contributions are
capped at 1% of an individuals’ in-
come. Rising health-care costs
and falling employment are likely
to mean that many health insurers
can’t make ends meet, analysts
say.

Ms. Merkel made clear after the
election that she wouldn’t accept
fundamental changes to the health
fund.

The FDP, however, is pushing to
abolish the health fund and instead al-
low more competition and a greater
role for private health insurers.

“I think the health working
group has some of the most diffi-
cult work,” said Daniel Bahr, an
FDP lawmaker and the party’s
spokesman on health issues, add-

ing that he hoped Ms. Merkel’s con-
servatives “will make a shift in di-
rection away from state-run medi-
cine.” Mr. Bahr added that “the cur-
rent financial figures have showed
us that the health-care fund
doesn’t work.”

Germany’s state-supported
health-insurance system covers
nine in 10 Germans at an annual
cost of around Œ170 billion. Most

other Germans have private health
insurance.

Health-care costs are set to
jump in coming years partly be-
cause of the country’s aging popu-
lation. That threatens to push up la-
bor costs for German business and
to shrink workers’ take-home pay,
since health insurance contribu-
tions are traditionally split be-
tween employers and employees.

LEADING THE NEWS
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Smart-phone makers give doctors a call
The medical waistband is the lat-

est front in the battle among smart-
phone makers for the business cus-
tomer.

Pagers have long reigned in hos-
pitals, where they are prized for
their dependability. But with doc-
tors treating more patients and hos-
pitals facing pressure to be more ef-
ficient, companies like Apple Inc.
and Research In Motion Ltd. see an
opportunity to peddle their devices.

Last month, Stanford Hospital &
Clinics, in Palo Alto, Calif., started a
trial with Apple and Epic Systems
Corp., a provider of health-care in-
formation systems, to test software
that will let medical staff access pa-
tient charts on Apple’s iPhone.

Stanford is studying ways to use
the devices to reduce the risk of er-

ror as patient care is increasingly
handed off from one doctor to an-
other, says Pravene Nath, chief med-
ical information officer.

Around the same time, the Uni-
versity of Pittsburgh Medical Center
handed out RIM’s BlackBerry to
nurses and doctors at one of its
emergency rooms and surgical
floors. Instead of paging each other,
they will use the devices to commu-
nicate. The hospital also plans to
add medical applications to the de-
vices.

One such application, from
mVisum Inc., of Cedar Brook, N.J.,
lets ambulances send EKG images
and patient data directly to doctors’
BlackBerrys. That way, patients suf-
fering heart attacks can get into
surgery more quickly, says William
Fera, UMPC’s vice president of med-
ical technologies.

According to market-research

firm Manhattan Research LLC, of
New York, about 64% of U.S. physi-
cians are using smart phones; up
from just 50% two years ago. The
firm expects that figure to increase
to 81% by 2011, with the majority of
physicians owning iPhones or Black-
Berrys.

Apple and RIM’s gains in medi-
cine are coming mostly at the ex-
pense of Windows-based devices as
well as Palm Inc., whose older hand-
held computing devices are still
widely used by doctors. Palm didn’t
respond to requests for comment.

Apple appears to be making a
concerted effort to target the medi-
cal community. It often features
health-care apps at press events and
has started taking some of the app
developers to meetings with medical
institutions, according to one partic-
ipant. Apple declined to comment.

Among U.S. doctors with smart

phones, however, BlackBerry devices
still prevail, with a 37% usage rate,
compared with 27% for the iPhone,
according to Manhattan Research.

Fraser Edward, head of RIM’s
market development for health care,
says he touts the BlackBerry’s repu-
tation for security of sensitive infor-
mation like patient data when he
talks to hospital administrators.

It is security—and the rise of
smart phones in medicine—that
worries Deborah Peel, a physician
and founder of the advocacy group
Patient Privacy Rights. The more
ways doctors can access their pa-
tients’ records, the greater the
threat to confidentiality, Ms. Peel
says.

“The vast majority of health in-
formation technology has not been
designed to ensure that patients
control access to that data and use
of that data,” she says.

Medical-application developers
say their programs are compliant
with federal law for protecting
health information.

The vast majority of medical ap-
plications available through the
iPhone App Store are still reference
guides from companies like Epo-
crates Inc. But some allow doctors
to remotely access patient data or
lab results.

For example, an app called Air-
Strip OB lets obstetricians access
maternal and fetal data remotely on
the iPhone through a special server.
AirStrip Technologies LLC says
more than 100 hospitals use the
product, which requires hospitals to
subscribe to its software suite.

“It allows us to monitor our pa-
tients’ labor from wherever we are,”
says Jay Staub, an obstetrician at
Texas Health Resources Presbyte-
rian Hospital in Dallas. The hospital
has been using the app since April.

Dr. Staub says that in the past+,
he has had to rely on a nurse’s de-
scription of a potential red flag or
go to the hospital to personally
check the data, but now he can look
at it remotely. The images are better
on the iPhone than at the bedside,
he says.

BY NIRAJ SHETH
AND YUKARI IWATANI KANE
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Among apps for iPhones, BlackBerrys

are tools that give doctors reference

guides, lab results and patients’ vital

signs.
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Euro-zone output reflects economic fragility
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Joaquin Almúnia, European Union commissioner for economic and monetary affairs

Growing gaps
The European Commission Wednesday issued warnings to nine countries 
about excessive budget deficits. Expected deficits as a percentage of GDP:

Latvia’s woes rise as auction fails
Central bank warns
of ‘wave of distrust’
limiting a recovery

Source: International Monetary Fund
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By Adam Cohen

And Nicholas Winning

BRUSSELS—New output figures
confirmed the euro zone’s economic
fragility, underscoring calls Wednes-
day for the 16-nation bloc to better
coordinate economic policies, and
for many European countries to cut
budget deficits.

The European Union statistics
agency revised its measure of euro-
zone gross domestic product for the
second quarter to show a contrac-
tion of 0.2% from the first three
months of the year and a 4.8% con-
traction from the second quarter of
2008. The new findings were down-
grades from earlier readings of 0.1%
and 4.7% contractions, respectively.

Economists warn that the finan-
cial sector has been slow in ramping
up lending to households and busi-
nesses. Governments, meanwhile,
are under pressure to consider with-
drawing economic-stimulus mea-
sures and tighten fiscal policy to
tackle budget deficits.

“We suspect that euro-zone eco-
nomic recovery will be prone to re-
lapses for some time to come, partic-
ularly when any stimulus is with-
drawn,” Howard Archer, chief Euro-
pean and U.K. economist at Global In-
sight, wrote in a note, adding, “Any
loss of momentum in global growth
would have significant adverse re-
percussions for euro-zone recovery
prospects, especially given the cur-
rent strength of the euro.”

On Wednesday, the European
Commission issued warnings to nine
countries—including Germany and It-
aly—about excessive budget deficits.

Under European Union rules,
countries must keep their budget
deficits below 3% of gross domestic
product. According to the commis-
sion, the EU’s executive arm, 20 of
the EU’s 27 member countries are
on track to break that limit this year.

The commission blamed falling

tax revenue coupled with excep-
tional state spending to help the un-
employed, prop up ailing banks and
stimulate an economic recovery.

In addition to Germany and Italy,
the commission warned Austria, Bel-
gium, the Czech Republic, the Neth-
erlands, Portugal, Slovakia and Slov-
enia about budget deficits.

Nine other countries were
warned earlier this year. Last fall, be-
fore the economic crisis deepened,
the U.K. and Hungary were cited for
excessive budget deficits.

European Commissioner for Eco-
nomic and Monetary Affairs
Joaquin Almúnia has previously
said he will give governments some
leeway to expand their spending,
but added that any deficits above
the 3% limit should be close to that
level and should be temporary.

The commission said in a state-
ment, “Although the deficit levels
are exceptional in nature, resulting
primarily from a severe economic
downturn or recession of an unfore-
seeable scale, they are neither close
to [3% of GDP] nor temporary.” The
commission also called on euro-
zone countries to more closely coor-
dinate economic policies.

Coordinated withdrawal of euro-
zone governments’ support for the
economic recovery would improve
the outlook for price stability and
make the European Central Bank’s
monetary-policy decisions easier.

“Coordination should essen-
tially take the form of common un-
derstandings on the appropriate
timing, pace and sequencing” of a re-
turn to normal government policies,
the commission said.

The U.S., meanwhile, is increas-
ing pressure on Europe to pump up
domestic demand to help balance
the global recovery.

U.S. Treasury Secretary Timothy
Geithnersaidin an interview with Ger-
many’s Die Zeit newspaper to be pub-
lished Thursday that the world needs

to address trade imbalances. “We
can’t make decisions for the Europe-
ans themselves. They have to consider
themselves how they will adapt, but I
don’t know any other strategy that
promises success,” Mr. Geithner was
quoted as saying. He said China has
done more to adapt to the landscape
in the aftermath of the financial crisis.

Europe’s dependence on overseas
demand was borne out by Germany’s

manufacturing order intake for Au-
gust. German manufacturers saw sea-
sonally adjusted orders rise 1.4%
from July, while domestic orders fell
1.9%, according to the country’s eco-
nomics ministry. Orders from out-
side the euro zone jumped 5.9%. De-
mand from the euro zone rose 2.8%
from July. —Andrea Thomas

and Geoffrey T. Smith
contributed to this article.

LEADING THE NEWS

By Marc Champion

ISTANBUL—Turkey’s finance
minister gave a passionate defense
of his country’s courts and tax sys-
tem, insisting that a $3.2 billion
back-tax case against the Dogan
Yayin Group was “purely technical.”

“This country is not a banana re-
public,” said Mehmet Simsek, speak-
ingtoreportersatthecloseoftheInter-
nationalMonetaryFund’sannualmeet-
ing. “There are strong institutions
and those institutions are not new.
There has been absolutely no attempt
to politically influence this process.”

Mr. Simsek also said Turkey hasn’t
set a date to restart talks on a loan fa-
cility with the IMF. He repeated Tur-
key’s position that while it would like
to have a new standby agreement
with the fund, it wants the loan to sup-
port the government’s own medium-
term economic program, rather than
a program set out by the IMF.

Turkish official
plays down case
against Dogan

Bl
oo

m
be

rg
N

ew
s

By Charles Forelle

Slow progress on budget cuts
and a government suggestion to let
homeowners get out of mortgages
more easily are causing “another
wave of distrust” to roll over Latvia
that could have worrying conse-
quences, the Baltic nation’s central
bank warned Wednesday.

The criticism came as a govern-
ment bond auction failed to attract
buyers, and worries about the econ-
omy weighed on the currencies of
Sweden, whose banks are Latvia’s
major lenders, as well as other coun-
tries in the region.

Latvia’s woes again spurred mar-
ket speculation that the country
could try to ease its troubles by de-
valuing its currency, the lat. Such a
move could trigger devaluations in
the region as Latvia’s neighbors
come under pressure from nervous
markets, analysts said.

“There is a most urgent need for
fixing the budget, by setting state
expenditures at levels that are sus-
tainable in the long run,” the cen-
tral bank said. The bank warned
that otherwise, “future prospects

will worsen not just for the econ-
omy as a whole but also for each of
its participants.”

Of the 27 European Union coun-
tries, Latvia has been the worst-hit
by the economic crisis. The nation of
2.2 million people is being kept
afloat by a Œ7.5 billion ($11.04 bil-
lion) package of loans from the EU,
the International Monetary Fund,
Sweden and other countries. In re-
turn, the lenders want Latvia to trim
a wide budget gap. The IMF fore-
casts gross domestic product in
Latvia will plunge by 18% this year.

Cutting the budget has proved
hard, with the government wran-
gling over the issue for months.

This week, the government said
it could come up with 325 million
lats ($670 million) in cuts, below the
500 million lats it had agreed to
with the IMF and other interna-
tional lenders. That prompted a re-
buke Tuesday from the Swedish fi-
nance minister, who said interna-
tional lenders were losing patience,
and that further payments to Latvia
from the package could be delayed.

Wednesday, Latvian Prime Minis-
ter Valdis Dombrovskis said on state
radio that he would find a way to
make more cuts. “If it comes to a
choice between a bad scenario and
an even worse scenario, where the
bad scenario is the goal of these 500
million lats and the worse scenario
is that this international program is

stopped…of course we will go more
for this bad scenario,” he said, ac-
cording to Reuters. The prime minis-
ter has long resisted devaluation.

Neil Shearing, emerging-mar-
kets economist with Capital Eco-
nomics in London, said speculation
has been building over the past few
days that Latvia’s government is on
the verge of giving up on a central te-
net of its austerity program by allow-
ing a devaluation. That could goose
the economy by making exports
more attractive, and it would elimi-
nate the expensive process of buy-
ing lats to maintain the currency’s
peg against the euro.

Devaluation would have serious

consequences. The Swedish banks
that made euro-denominated mort-
gages would see a sharp jump in fore-
closures as fewer borrowers would
be able to make payments. Latvia
also would likely lose any chance of
being allowing into the euro zone in
the near future.

“Basically, there’s a lot of specula-
tion that the ground is being pre-
pared for a devaluation,” Mr. Shear-
ing said.

The government also floated this
week the idea of a law that would
limit borrowers’ liability to the
value of the property. In other
words, they could give the keys to
the bank and walk away.

The central bank said the idea of
loan modifications would “diminish
confidence in the Latvian financial
sector and Latvia’s chances for re-
storing its economic health.”

Mr. Shearing said Estonia and
Lithuania could follow suit with de-
valuations if Latvia led the way. Hun-
gary, Romania and Ukraine are also
vulnerable to contagion, he said.

How far Latvia’s troubles would
spread if it devalues its currency is
an open question. Worries about de-
valuation have persisted for months—
another bond auction failed this sum-
mer—and financial markets and
banks have had time to prepare.
 —Alan Cullison, Katie Marin

and Emily Barrett
contributed to this article.

Telefónica unit
trumps Vivendi
in bid for GVT
the deal when it convenes in mid-Oc-
tober. People close to the matter
said GVT’s two main shareholders—
who own around 30% of GVT—were
eager to conclude the deal.

For either of the two offers to go
through, GVT shareholders would
still need to waive a bylaw that
states that all bids need to offer a
25% premium on GVT’s closing
share price a day before the offer.
Vivendi’s cash offer represented a
15.8% premium to GVT’s closing
share price on Sept. 8, the day be-
fore the deal was announced.
Telefónica’s offer is a 16.4% increase
on the average share price over the
past 30 days, the company said.

The bid also needs to be ap-
proved by the Brazilian telecom reg-
ulator and GVT’s board.

“It is hard to imagine the share-
holders are going to be pleased to
leave a 15% increased bid on the ta-
ble,” said Claudio Aspesi, an analyst
at Sanford C. Bernstein. “Further-
more, Telefónica could justify the syn-
ergies coming from such an acquisi-
tion,” he added.

Should Vivendi’s offer fail, it
would be a blow for the telecom and
entertainment conglomerate whose
recent strategy has focused on buy-
ing companies in developing mar-
kets, as revenues from its telecom
operations in Europe stagnate due
to increased competition and
greater regulatory pressure.

Vivendi owns a controlling stake in
Maroc Telecom and has been search-
ing for other acquisitions. Earlier this
year, Vivendi looked into buying the
African telecommunications activi-
ties of Mobile Telecommunications
Co., known as Zain Group, but pulled
out because it was too expensive.

Telefónica already operates fixed-
line and broadband provider Telesp,
but its presence is limited to the
state of São Paulo. GVT started busi-
ness in 2000 and operates in Brazil’s
midwest and southern regions, as
well as some northern states.
Telefónica has relied increasingly on
the strong revenue growth in its
Latin American markets as an eco-
nomic downturn hits its mature mar-
kets in Europe, especially in Spain.

Continued from first page
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By Walter S. Mossberg

In just two weeks, on Oct. 22, Mi-
crosoft’s long operating-system
nightmare will be over. The com-
pany will release Windows 7, a
faster and much better operating
system than the little-loved Win-
dows Vista, which did a lot to harm

both the company’s
reputation, and the
productivity and
blood pressure of
its users. PC mak-

ers will rush to flood physical and on-
line stores with new computers pre-
loaded with Windows 7, and to offer
the software to Vista owners who
wish to upgrade.

With Windows 7, PC users will at
last have a strong, modern succes-
sor to the sturdy and familiar, but
aged, Windows XP, which is still the
most popular version of Windows,
despite having come out in 2001. In
the high-tech world, an eight-year-
old operating system is the equiva-
lent of a 20-year-old car. While XP
works well for many people, it is rela-
tively weak in areas such as security,
networking and other features more
important today than when XP was
designed around 1999.

After using pre-release versions
of Windows 7 for nine months, and
intensively testing the final version
for the last month on many different
machines, I believe it is the best ver-
sion of Windows Microsoft has pro-
duced. It’s a boost to productivity
and a pleasure to use. Despite a few
drawbacks, I can heartily recom-
mend Windows 7 to mainstream con-
sumers.

Like the new Snow Leopard oper-
ating system released in August by
Microsoft’s archrival, Apple, Win-
dows 7 is much more of an evolution-
ary than a revolutionary product. Its
main goal was to fix the flaws in
Vista and to finally give Microsoft
customers a reason to move up from
XP. But Windows 7 is packed with
features and tweaks that make us-
ing your computer an easier and
more satisfying experience.

Windows 7 introduces real ad-
vances in organizing your programs
and files, arranging your taskbar
and desktop, and quickly viewing
and launching the page or document
you want, when you want it. It also
has cool built-in touch-screen fea-
tures.

It removes a lot of clutter. And it
mostly banishes Vista’s main flaws—
sluggishness; incompatibility with
third-party software and hardware,
heavyhardwarerequirementsandcon-
stant, annoying security warnings.

I tested Windows 7 on 11 differ-
ent computers, ranging from tiny
netbooks to standard laptops to a
couple of big desktops. These in-
cluded machines from Lenovo,
Hewlett-Packard, Dell, Acer, Asus,
Toshiba and Sony. I even success-
fully ran it on an Apple Macintosh
laptop. On some of these machines,
Windows 7 was pre-loaded. On oth-
ers, I had to upgrade from an earlier
version of Windows.

In most cases, the installation
took 45 minutes or less, and the new
operating system worked snappily
and well. But, I did encounter some
drawbacks and problems. On a cou-
ple of these machines, glacial
start-up and reboot times reminded
me of Vista. And, on a couple of oth-
ers, after upgrading, key features

like the display or touchpad didn’t
work properly.

Also, Windows 7 still requires
add-on security software that has to
be frequently updated. It’s tedious
and painful to upgrade an existing
computer from XP to 7, and the vari-
ety of editions in which Windows 7
is offered is confusing.

Finally, Microsoft has stripped
Windows 7 of familiar built-in appli-
cations, such as email, photo orga-
nizing, address book, calendar and
video-editing programs. These can
be downloaded free of charge, but
they no longer come with the operat-
ing system, though some PC makers
may choose to pre-load them.

In recent years, I, like many other
reviewers, have argued that Apple’s
Mac OS X operating system is much
better than Windows. That’s no
longer true. I still give the Mac OS a
slight edge because it has a much
easier and cheaper upgrade path,
more built-in software programs;
and far less vulnerability to viruses
and other malicious software,
which are overwhelmingly built to
run on Windows.

Now, however, it’s much more of
a toss-up between the two rivals.
Windows 7 beats the Mac OS in
some areas, such as better previews
and navigation right from the task-
bar; easier organization of open win-
dows on the desktop and touch-
screen capabilities. So Apple will
have to scramble now that the gift of
a flawed Vista has been replaced
with a reliable, elegant version of
Windows.

Here are some of the key features
of Windows 7.

n New taskbar: In Windows 7,
the familiar taskbar has been rein-
vented and made taller. Instead of
mainly being a place where icons of
open windows temporarily appear,
it now is a place where you can per-
manently “pin” the icons of fre-
quently used programs anywhere
along its length, and in any arrange-
ment you choose. This is a concept
borrowed from Apple’s similar fea-
ture, the Dock. But Windows 7 takes
the concept further.

For each running program, hover-
ing over its taskbar icon pops up a
small preview screen showing a
mini-view of that program. This pre-
view idea was in Vista. But, in Win-
dows 7, it has been expanded in sev-
eral ways. Now, every open window
in that program is included sepa-
rately in the preview. If you mouse
over a window in the preview
screen, it appears at full size on your
desktop and all other windows on
the desktop become transparent—
part of a feature called Aero Peek.
Click on the window, and it comes
up, ready for use. You can even close
windows from these previews, or
play media in them.

I found this feature more natural
and versatile than a similar feature
in Snow Leopard called Dock Ex-
pose.

You can also use Aero Peek at any
time to see your empty desktop,
with open windows reduced to vir-
tual panes of glass. To do this, you
just hover over a small rectangle at
the right edge of the taskbar.

Taskbar icons also provide Jump
Lists—pop-up menus listing fre-
quent actions or recent files used.

n Desktop organization: A fea-
ture called Snap allows you to ex-
pand windows to full-screen size by

just dragging them to the top of the
screen, or to half-screen size by
dragging them to the left or right
edges of the screen. Another called
Shake allows you to make all other
windows but the one you’re working
on disappear by simply grabbing its
title bar with the mouse and shaking
it several times.

n File organization: In Win-
dows Explorer, the left-hand col-
umn now includes a feature called Li-
braries. Each library—Documents,
Music, Pictures and Videos—consol-
idates all files of those types regard-
less of which folder, or even which
hard disk, they live in.

n Networking: Windows 7 still
isn’t quite as natural at networking
as I find the Mac to be, but it’s better

than Vista. For instance, now you
can see all available wireless net-
works by just clicking on an icon in
the taskbar.

A new feature called Home-
Groups is supposed to let you share
files more easily among Windows 7
PCs on your home network. In my
tests, it worked, but not consis-
tently, and it required typing in
long, arcane passwords.

n Touch: Some of the same
kinds of multitouch gestures made
popular on the iPhone are now built
into Windows 7. But these features
won’t likely become popular for
awhile because to get the most out
of them, a computer needs a special
type of touch screen that goes be-
yond most of the ones existing now.
I tested this on one such laptop, a Le-
novo, and was able to move win-
dows around, to resize and flip
through photos, and more.

n Speed: In my tests, on every

machine, Windows 7 ran swiftly and
with far fewer of the delays typical
in running Vista. All the laptops I
tested resumed from sleep quickly
and properly, unlike in Vista.
Start-up and restart times were also
improved. I chose six Windows 7 lap-
tops from different makers to com-
pare with a new MacBook Pro lap-
top. The Mac still started and re-
started faster than most of the Win-
dows 7 PCs. But the speed gap has
narrowed considerably, and one of
the Lenovos beat the Mac in restart
time.

n Nagging: In the name of secu-
rity, Vista put up nagging warnings
about a wide variety of tasks, driv-
ing people crazy. In Windows 7, you
can now set this system so it nags

you only when things are happening
that you consider really worth the
nag. Also, Microsoft has consoli-
dated most of the alerts from the
lower-right system tray into one
icon, and they seemed less frequent.

n Compatibility: I tried a wide
variety of third-party software and
all worked fine on every Windows 7
machine. These included Mozilla
Firefox; Adobe Reader; Google’s Pi-
casa and Chrome; and Apple’s
iTunes and Safari.

I also tested a bunch of hard-
ware devices, and unlike Vista, Win-
dows 7 handled all but one
smoothly. These included a net-
worked H-P printer, a Canon cam-
era, an iPod nano, and at least five
different external flash drives and
hard disks.

The one failure was a Verizon
USB cellular modem. Though Mi-
crosoft says you don’t need external
software to run these, I found that it

was necessary, and even then I had
to use a trick I found on the Web to
get it to work.

n System requirements: Nearly
all Vista PCs, and newer or beefier
XP machines, should be able to run
Windows 7 fine. Even the netbooks I
tested ran it speedily, especially
with the Starter Edition, which
lacks some of the powerful graphics
effects in the operating system.
(Other netbooks will be able to run
other editions.)

If you have a standard PC, called a
32-bit PC, you’ll need at least one gi-
gabyte of memory, 16 gigabytes of
free hard-disk space and a graphics
system that can support Microsoft
technologies called “DirectX 9 with
WDDM1.0.”You’ll also needa proces-
sor with a speed of at least one giga-
hertz. If you have a newer-style
64-bit PC, which can use more mem-
ory, you’ll need at least two gi-
gabytes of memory and 20 gigabytes
of free hard disk space. In either
case, I recommend you double the
minimum memory specification.

n Installation, editions and
price: There are four editions of
Windows 7 of interest to consum-
ers. One, a limited version called
Starter, comes pre-loaded on net-
books. A second, called Business, is
mainly for people who need to tap re-
motely into company networks con-
figured in a certain way (check with
your company to see if you need
this.) A third, called Ultimate, is
mainly for techies who want every
feature of all other editions. But
most average consumers will want
Home Premium, which costs $120
for upgrades.

The system for upgrading is com-
plicated, but basically, Vista owners
can upgrade to the exactly compara-
ble edition of Windows 7 while keep-
ing all their files, settings and pro-
grams in place.

Unfortunately, XP owners, the
biggest body of Windows users,
won’t be able to do that. They’ll have
to wipe out their hard disks after
backing up their files elsewhere,
then install Windows 7, then restore
their personal files, then re-install
all their programs from the original
CDs or downloaded installer files.
Then, they have to install all the
patches and upgrades to those pro-
grams from over the years.

Microsoft includes an Easy
Transfer wizard to help with this,
but it only moves personal files, not
your programs. This painful XP up-
grade process is one of the worst
things about Windows 7 and will
likely drive many XP owners to ei-
ther stick with what they’ve got or
wait and buy a new one.

In my tests, both kinds of installa-
tions, easy and hard, went OK,
though the latter could take a very
long time. On one Vista machine, a
Dell XPS desktop, the Windows 7 in-
stallation asked me to first uninstall
a bunch of incompatible software,
mostly security programs and Dell
utilities. On a second, a Sony Vaio SZ
laptop, the upgrade left me with a
screen resolution that wouldn’t fill
the whole display no matter what I
tried.

Bottom line: Windows 7 is a very
good, versatile operating system
that should help Microsoft bury the
memory of Vista and make PC users
happy.

Email to mossberg@wsj.com.
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Windows 7 will help PC users forget Vista
Versatile operating system mostly banishes sluggishness, compatibility flaws; a look at some of the key features

In Windows 7, the familiar taskbar has been made taller and reinvented, above. Built-in
applications such as photo organizing, below, can be downloaded free of charge.
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Versace to shutter its last stores in Japan
Sharp decline in luxury spending hurts a fashion house that lacks deep pockets; focus shifts to China

ROME — Gianni Versace SpA
has closed its boutiques in Japan, a
sign of how one of the world’s big-
gest luxury markets is beginning to
lose its luster with some luxury
brands.

The fashion house said it shut-
tered its last three stores in Japan
because they “no longer represented
the brand image.” The company de-
scribed the move as part of a
broader overhaul of strategy, adding
that Versace wanted “a clean slate”
while hunting for “new locations
and more suitable distribution chan-
nels” in Japan. Versace didn’t say
when it planned to reopen stores in
Japan.

The closures show how Japan’s
dwindling appetite for luxury goods
is forcing brands to reassess their
operations in pricey cities such as
Tokyo and Osaka. Smaller fashion
companies like Versace are under
the most pressure, because they lack
the financial firepower and econo-
mies of scale that larger rivals are
tapping to ride out Japan’s economic
woes.

Japan has long been one of the
fashion world’s most important lux-
ury markets because of strong de-
mand for accessories such as leather

handbags, which generate higher
profit margins than clothing.

The economic crisis, however,
has severely sapped spending on
big-ticket items. The squeeze has
been particularly acute in Japan,
which is grappling not only with a
weak economy but also with a gen-
erational shift in spending habits.

For decades, Japanese customers
were drawn to pricey handbags and

jewelry as symbols of upward mobil-
ity. In recent years, however,
younger Japanese have begun to es-
chew the upscale tastes of older
generations, turning instead to low-
er-priced “fast fashion” brands.

Luxury-goods sales in Japan are
expected to fall 10% this year to €18
billion, according to a report by the
Bain & Co. consultancy.

In China, meanwhile, luxury sales

are expected to climb 7% due to the
rising number of wealthy Chinese,
the report said.

“All the luxury brands are re-
thinking their business models in Ja-
pan,” said Rogerio Fujimori, a luxu-
ry-goods industry analyst with
Credit Suisse. “We’re going to see
Japanese clientele replaced by Chi-
nese clientele.”

As Japanese demand wilts, even

luxury behemoth LVMH Moët Hen-
nessy Louis Vuitton SA has begun to
rethink its presence in Japan, can-
celing plans for a new store in To-
kyo’s Ginza shopping district.
Smaller brands like Versace, how-
ever, are under increasing pressure
to choose between maintaining
stores in Japan’s high-priced real-es-
tate market or opening new stores
in China. Versace has opened more
than 20 stores in greater China to
date.

In recent years, Versace refo-
cused its business on high-margin
accessories to cater to big-spending
customers in the U.S., Japan and
Asia. Clashes between designer Do-
natella Versace and former Chief Ex-
ecutive Giancarlo Di Risio over con-
trol of the company’s strategy,
however, led to Mr. Di Risio’s depar-
ture in May. Since then, Versace has
appointed a new CEO, Giangiacomo
Ferraris, who is currently reviewing
the fashion house’s strategy.

Versace reported revenue of €336
million ($494.5 million) in 2008, up
8% from a year earlier.

Ms. Versace holds a 20% stake in
the fashion house and is backed by
her daughter Allegra Versace Beck,
who owns 50%. Santo Versace, Ms.
Versace’s brother, holds a 30% stake
in the label.

BY STACY MEICHTRY

Pedestrians walk by a closed Versace store in Tokyo. The Italian company is looking for ‘a clean slate.’ in Japan.
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EU fines six power companies
BRUSSELS—The European Com-

mission Wednesday fined six Euro-
pean and Japanese companies a to-
tal of €67.64 million ($99.5 million)
for colluding in the power-trans-
formers market.

Swiss ABB Ltd., France’s Areva
SA and Alstom SA, as well as Ja-
pan’s Fuji Electrics Co., Hitachi
Ltd. and Toshiba Corp. were found
guilty and fined for having an oral
market-sharing agreement in which
the makers of power-transformers
promised to stay out of each others’
markets.

Customers Suffer
The companies’ deal to divide

the market “artificially hiked
prices,” causing suffering for cus-
tomers and European taxpayers for
a number of years, said Neelie
Kroes, the European Union’s compe-
tition commissioner.

Company representatives met
twice a year between 1999 and
2003, usually in “high-class hotels”
in places such as Singapore, Barce-
lona and Tokyo to reaffirm the deal,

said the commission, the EU’s exec-
utive branch.

The agreement was always oral
and the companies used code names
for each other to avoid detection,
the commission added.

Siemens Gets a Break
Germany’s Siemens AG also par-

ticipated in the agreement, but
wasn’t fined as it had revealed the
existence of the cartel to the com-
mission.

Power transformers are used to
modify the voltage in electricity-
transmission networks. They are
mainly used by electricity suppliers
in their grids for distribution to cus-
tomers.

The highest fine was given to
Swiss engineering company ABB at
€33.75 million, because it had par-
ticipated in a similar cartel before.

“The commission will not hesi-
tate to increase fines for repeat of-

fenders until they have learned the
lesson that cartels do not pay,” said
Ms. Kroes.

Alstom and Areva were fined
€16.5 million, out of which they are
jointly liable for €13.53 million. Als-
tom faces the remaining €2.97 mil-
lion. This is because at the time of
the collusion, Alstom owned the
unit responsible for the infringe-
ment, which Areva then bought, the
commission said.

Of the Japanese companies,
Toshiba faces the highest fine at
€13.2 million. Fuji Electrics and Hi-
tachi both got reductions for coop-
eration, paying €1.73 million and
€2.46 million respectively, the com-
mission said.

ABB said once it has the full de-
cision from the commission it will
consider its options for “appropriate
next steps.”

French industrial giant Alstom
said it may appeal the decision once
it has studied the commission’s rea-
soning carefully.

A Toshiba spokesman said the
company has cooperated fully in the
commission’s investigation, and
maintains there was no infringe-
ment of EU competition law.
“Toshiba believes that the European
Commission’s conclusions are un-
founded, and is currently consider-
ing appealing the decision,” the
spokesman added.

A Hitachi spokesman said the
company is reviewing the commis-
sion’s judgment and will consider
whether to pay the fine or appeal it.

Areva said it will “assess the op-
portunity of appealing this deci-
sion.”

Fuji Electrics couldn’t be reached
for comment.

Siemens said it had suspended
the employees in its former power-
transmission group following the
commission’s 2007 cartel charges.

BY PEPPI KIVINIEMI

Source: European Commission
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Microsoft case in Europe
could end within months

BRUSSELS—The European Union
signaled it would accept a settle-
ment proposal outlined this summer
by Microsoft Corp. that would end
the bloc’s pursuit of antitrust
charges over the Internet Explorer
Web browser, drawing the software
giant closer to resolving nearly a de-
cade of tussles with the regulator.

The European Commission, the
EU’s executive arm, said Wednesday
it will “market test” the proposal,
under which Windows users in Eu-
rope would get a “ballot screen” al-
lowing them to choose a browser
other than Internet Explorer.

Formally, the market test seeks
comments from Microsoft’s rivals
and others in the industry, but the
commission already has canvassed
them for input and it is unlikely to
change its course at this stage.

Both the EU’s competition com-
missioner, Neelie Kroes, and Micro-
soft’s general counsel, Brad Smith,
said they expected the case to be
wrapped up before year end.

Closing the Internet Explorer
case would be a happy milestone for
Microsoft, which has been fined
more than $2 billion by the Euro-
pean antitrust regulator. The only
unresolved matters are a court ap-
peal of part of the fine and an early-
stage investigation of whether Mi-
crosoft impedes competition by
withholding information that rival
software developers need to work
with its monopoly products. Micro-
soft also made proposals Wednesday
to wrap up that matter.

“We are very pleased that this
day has arrived,” Mr. Smith said.

Mrs. Kroes said she is “very

hopeful” the new proposal will give
“a choice between Internet Explorer
and competing Web browsers.”

Delivering the ballot screen to
hundreds of millions of Windows us-
ers in Europe is expected to help in-
crease market share of rival brows-
ers, which include Mozilla’s Firefox,
Google Inc.’s Chrome and Opera
Software ASA’s browser.

An executive of Norway-based
Opera, which launched the case with
a complaint to the EU, said it was
studying the announcement. Opera
and an allied group, the European
Committee for Interoperable Sys-
tems, had expressed worries that
Microsoft’s proposal didn’t do
enough: They feared that the ballot
screen, which will appear as a Web
page inside Internet Explorer, favors
the Microsoft browser too much.

The commission opened its
browser investigation in January
2008 after winning a landmark court
judgment that confirmed the princi-
ple that tying products to Windows
could be an antitrust violation.

As the commission moved close
to imposing a fine on Microsoft and
ordering the company to make
changes, Microsoft in July of this
year offered to settle. The two sides
negotiated throughout the summer,
bridging the 8,000 kilometers (4,971
miles) between Microsoft’s Wash-
ington state headquarters and Brus-
sels with video conferences.

Microsoft “agreed to make a sig-
nificant number of changes to im-
prove our proposals,” Mr. Smith
said. The changes include more de-
tail about different browers, and
moving Internet Explorer out of the
first position on the ballot screen.

—Carolyn Henson
contributed to this article.

BY CHARLES FORELLE
AND PEPPI KIVINIEMI

Nobel cause
Three scientists win
chemistry prize for DNA
studies > Page 10
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 36.60 $26.18 –0.56 –2.09%
Alcoa AA 44.40 14.21 0.32 2.30%
AmExpress AXP 8.30 33.99 0.47 1.40%
BankAm BAC 144.40 17.35 0.35 2.06%
Boeing BA 3.40 51.79 –0.50 –0.96%
Caterpillar CAT 7.30 51.90 0.20 0.39%
Chevron CVX 6.50 70.51 –0.05 –0.07%
CiscoSys CSCO 40.20 23.61 0.26 1.11%
CocaCola KO 8.00 54.81 0.49 0.90%
Disney DIS 6.40 28.17 –0.01 –0.04%
DuPont DD 4.50 31.78 –0.11 –0.34%
ExxonMobil XOM 14.20 68.67 0.01 0.01%
GenElec GE 57.70 16.16 0.08 0.50%
HewlettPk HPQ 9.50 46.56 –0.45 –0.96%
HomeDpt HD 12.90 26.14 –0.15 –0.57%
Intel INTC 47.20 19.75 0.12 0.61%
IBM IBM 5.40 122.78 1.43 1.18%
JPMorgChas JPM 33.40 45.70 0.79 1.76%
JohnsJohns JNJ 6.90 60.71 0.42 0.70%
KftFoods KFT 6.20 26.05 –0.04 –0.15%
McDonalds MCD 6.80 57.14 –0.30 –0.52%
Merck MRK 10.80 32.19 –0.32 –0.98%
Microsoft MSFT 33.70 25.10 –0.01 –0.04%
Pfizer PFE 38.50 16.69 –0.09 –0.54%
ProctGamb PG 6.40 56.95 –0.08 –0.14%
3M MMM 3.00 73.14 –0.79 –1.07%
TravelersCos TRV 4.90 48.93 –0.60 –1.21%
UnitedTech UTX 2.20 61.07 –0.42 –0.68%
Verizon VZ 17.40 29.38 –0.32 –1.06%
WalMart WMT 10.90 49.49 0.01 0.02%

Dow Jones Industrial Average P/E: 16
LAST: 9725.58 t 5.67, or 0.06%

YEAR TO DATE: s 949.19, or 10.8%

OVER 52 WEEKS s 467.48, or 5.0%

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

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

JPMorgan $1,914 7.3% 51% 21% 27% 1%

UBS 1,418 5.4% 49% 17% 33% 1%

Credit Suisse 1,400 5.3% 47% 30% 22% 1%

Deutsche Bank 1,263 4.8% 38% 32% 28% 2%

Goldman Sachs 1,206 4.6% 44% 16% 40% …%

Citi 1,090 4.2% 34% 32% 30% 3%

Morgan Stanley 1,084 4.1% 50% 19% 30% …%

Bank of America Merrill Lynch 973 3.7% 43% 26% 29% 2%

Nomura 950 3.6% 65% 19% 16% 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

Seat Pagine Gialle  1481 –73 44 –683 Rolls Royce  70 ... 9 20

Grohe Hldg  1439 –27 66 –382 mmO2  35 1 3 3

Havas 303 –25 –25 –60 Colt Telecom Group 187 1 8 –3

M real  1421 –24 81 –232 Assa Abloy 71 1 5 ...

Bqe Psa Fin 293 –23 –4 –58 Rep Iceland 339 2 5 –130

Stora Enso  391 –22 –5 –65 Hellenic Rep 122 3 1 –3

EMI Group  753 –21 60 –106 Nationwide Bldg Soc 99 3 6 –25

Nielsen 601 –20 –14 –65 Eircom 203 6 –1 –5

Evonik Degussa  66 –20 –22 –101 Rallye 606 7 33 –352

Stena Aktiebolag 642 –20 –5 –134 Klepierre 202 19 –9 –43

Source: Markit Group

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

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

SAP Germany Software $60.1 33.40 0.85% 23.9% –17.5%

ING Groep Netherlands Life Insurance 35.9 11.77 0.81 –7.9 –66.8

AXA S.A. France Full Line Insurance 57.7 18.80 0.67 1.1 –38.6

Sanofi-Aventis S.A. France Pharmaceuticals 97.6 50.54 0.62 16.3 –26.9

Assicurazioni Gen Italy Full Line Insurance 42.0 18.37 0.60 –12.7 –31.7

Soc. Generale France Banks $44.9 50.50 –5.94% –11.9 –58.3

Tesco U.K. Food Rtlrs & Whlslrs 47.7 3.82 –2.25 0.2 –1.1

Vodafone Grp U.K. Mobile Telecomms 126.9 1.37 –2.04 12.7 5.2

BNP Paribas S.A. France Banks 92.0 52.93 –1.96 –14.1 –37.0

BP U.K. Integrated Oil & Gas 177.8 5.41 –1.74 29.6 –6.2

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

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

HSBC Hldgs 193.3 7.06 0.57% –7.7% –19.6%
U.K. (Banks)
Credit Suisse Grp 67.4 58.80 0.51 39.7 –23.1
Switzerland (Banks)
BASF 48.9 36.24 0.33 28.1 10.9
Germany (Commodity Chemicals)
Unilever 49.0 19.46 0.31 3.7 –1.0
Netherlands (Food Products)
Roche Hldg Part. Cert. 113.2 166.40 0.30 –0.4 –24.9
Switzerland (Pharmaceuticals)
Allianz SE 57.2 86.10 0.28 8.5 –39.8
Germany (Full Line Insurance)
BHP Billiton 61.8 17.40 0.26 78.9 83.5
U.K. (General Mining)
Barclays 64.9 3.70 0.11 33.1 –46.4
U.K. (Banks)
British Amer Tob 62.9 19.51 0.10 15.2 37.4
U.K. (Tobacco)
UniCredit 65.4 2.66 0.09 28.6 –53.0
Italy (Banks)
Iberdrola S.A. 51.0 6.62 ... 4.9 –22.5
Spain (Conventional Electricity)
Nokia 54.0 9.82 ... –19.8 –38.8
Finland (Telecomms Equipment)
Rio Tinto 66.7 27.39 –0.07 26.2 28.7
U.K. (General Mining)
Banco Bilbao Viz 66.5 12.09 –0.08 10.8 –34.7
Spain (Banks)
Anglo Amer 44.8 20.98 –0.12 47.7 –11.6
U.K. (General Mining)
RWE 48.6 63.23 –0.13 –1.3 –17.8
Germany (Multiutilities)
Bayer 57.6 47.43 –0.19 2.4 17.7
Germany (Specialty Chemicals)
ArcelorMittal 56.6 24.71 –0.20 7.4 –16.8
Luxembourg (Iron & Steel)
Intesa Sanpaolo 52.5 3.02 –0.25 –8.6 –46.2
Italy (Banks)
Siemens 84.4 62.90 –0.32 28.2 –6.0
Germany (Diversified Industrials)

GDF Suez 100.0 30.15 –0.36% 2.0% –2.0%
France (Multiutilities)
GlaxoSmithKline 111.9 12.31 –0.40 6.9 –16.1
U.K. (Pharmaceuticals)
Diageo 42.0 9.57 –0.47 12.3 0.6
U.K. (Distillers & Vintners)
France Telecom 70.0 17.99 –0.47 –4.1 –3.9
France (Fixed Line Telecomms)
Deutsche Telekom 60.0 9.38 –0.48 –13.0 –26.6
Germany (Mobile Telecomms)
Novartis 131.0 51.20 –0.58 –9.9 –30.3
Switzerland (Pharmaceuticals)
Deutsche Bk 47.9 52.54 –0.59 34.9 –46.8
Germany (Banks)
Nestle S.A. 153.6 43.46 –0.59 –2.3 –1.1
Switzerland (Food Products)
Daimler 52.2 33.53 –0.67 35.0 –15.6
Germany (Automobiles)
Royal Dutch Shell A 100.7 19.33 –0.74 2.8 –25.3
U.K. (Integrated Oil & Gas)
Total S.A. 137.7 39.96 –0.81 7.6 –23.0
France (Integrated Oil & Gas)
ENI 100.6 17.10 –0.81 12.0 –27.6
Italy (Integrated Oil & Gas)
Astrazeneca 63.7 27.56 –0.97 20.1 –16.2
U.K. (Pharmaceuticals)
Banco Santander 132.4 11.06 –0.98 11.4 –9.3
Spain (Banks)
UBS 63.1 18.33 –1.19 0.7 –73.7
Switzerland (Banks)
E.ON 82.3 28.03 –1.30 –11.4 –9.3
Germany (Multiutilities)
BG Grp 61.9 10.88 –1.36 33.8 63.7
U.K. (Integrated Oil & Gas)
L.M. Ericsson Tel B 29.5 69.50 –1.42 45.7 –49.3
Sweden (Telecomms Equipment)
Telefonica S.A. 131.5 19.03 –1.60 21.1 37.0
Spain (Fixed Line Telecomms)
ABB 45.8 20.38 –1.74 23.7 21.9
Switzerland (Industrial Machinery)

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 0.23% 0.87% 2.1% 6.7% 9.2%
Event Driven 0.37% 2.17% 5.6% 12.4% -5.1%
Equity Market Neutral -0.19% -1.72% -2.1% -5.5% -9.9%
Equity Long/Short 0.13% 0.71% 3.3% 4.0% -2.8%

*Estimates as of 10/06/09, 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 0.89 100.52% 0.01% 1.00 0.78 0.87

Eur. High Volatility: 12/1 1.55 97.44 0.01 1.76 1.42 1.55

Europe Crossover: 12/1 5.66 97.35 0.05 6.15 5.52 5.77

Asia ex-Japan IG: 12/1 1.11 99.47 0.01 1.26 1.06 1.15

Japan: 12/1 1.48 97.61 0.01 1.53 0.99 1.32

 Note: Data as of October 6

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.

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



CORPORATE NEWS

Aer Lingus to cut staff, salaries
Chairman offers
bleak outlook
in core markets

DUBLIN—Ireland’s troubled flag-
ship carrier, Aer Lingus PLC, said
Wednesday it will cut annual oper-
ating costs by €97 million (about
$140 million) by the end of 2011,
€74 million of which will come from
cutting staff by about 17% and slash-
ing pay—a move that is likely to be
resisted by trade unions.

The plan will result in the loss of
676 jobs from the airline’s 3,879-
strong work force; 489 of those jobs
are in operational areas and some
support areas, and a further 187 job
cuts will come in other support ar-
eas when new computer systems are
introduced.

That is in addition to 100 staff
leaving this year at the end of fixed-
term contracts.

Cost-cutting effort
The Aer Lingus move comes af-

ter British Airways PLC said Tues-
day that it is shedding 1,000 full-
time jobs and putting 3,000 more
employees on part-time hours in an
effort to get the airline’s finances
back in order. The move is part of a
broader cost-cutting effort.

Aer Lingus’s cuts in staff costs
will include reductions for workers
whose basic pay exceeds €35,000 a
year as well as reduced variable pay

and allowances for all staff.
“The job cuts seem to be ex-

treme and draconian and an overre-
action to the current difficult eco-
nomic climate,” said Gerry
McCormack, national industrial sec-
retary for the Siptu union.

“We cannot see any basis for pay
cuts, job losses or changes to the
pension scheme on behalf of Siptu
members.”

The Impact trade union, which

represents cabin crew and pilots,
said the cuts were “deeply unfair ...
The company has come back looking
for more, with no regard to existing
agreements.”

The former state carrier warned,
“If it’s not possible to deliver the re-
quired cost savings in line with the
plan, and within the required time
frame, it may be necessary to re-
duce staff numbers further.”

Aer Lingus Chief Executive

Christoph Mueller gave a bleak as-
sessment of the company’s pros-
pects: “The outlook in each of our
current core markets is poor and, in
line with the macroeconomic out-
look, we do not expect any near-
term recovery.”

Chairman Colm Barrington said
the executive and management
teams have agreed to a 10% reduc-
tion in salaries, which will be frozen
at least through the end of 2011, and
nonexecutive directors have unani-
mously agreed to a further 10% re-
duction in their fees, on top of the
20% reduction they took earlier this
year.

Consultation period
The company will now hold a six-

week consultation period with em-
ployees, union representatives and
pension-plan trustees. Aer Lingus
said it expects to conclude this con-
sultation by Nov. 18.

Aer Lingus said passenger traffic
in September climbed 4.1% from a
year earlier to 960,000.

Short-haul passenger numbers
rose 7.4% to 874,000, while long-
haul passenger figures were down
20% at 86,000.

Separately, Franco-Dutch airline
Air France-KLM SA said Wednesday
passenger traffic fell 3.7% in Sep-
tember from a year earlier as mar-
ket conditions remained difficult.

However, load factor, a measure
of how full its planes are, improved
by one percentage point to 81.9% as
the airline cut capacity by 4.9%.

—William Horobin
contributed to this article

BY QUENTIN FOTTRELL

Passengers prepare to board an Aer Lingus flight from Dublin Airport.
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Amazon’s Kindle e-reader goes global

Amazon.com Inc. trimmed $40
off the price of its Kindle e-reader
and introduced a version of the de-
vice with international wireless ser-
vice, in an effort to combat growing
competition in the coming holiday
shopping season.

The move drops the price of an
entry-level U.S.-only Kindle with a
six-inch display to $259--still $60
higher than the entry-level e-reader
from Sony Corp., Amazon’s rival in
the emerging business.

Previous versions of the Kindle
have been available only from Ama-
zon’s American store, and only had
the ability to wirelessly download
books inside the U.S.

A new $279 premium version
that can be used in the U.S. and in-
ternationally will begin shipping to
customers on Oct. 19. It will offer
wireless service in more than 100
countries.

“For years we have shipped Eng-
lish-language books from its U.S.
store to customers in countries

around the world,” said Amazon’s
vice president of Kindle, Steve Kes-
sel.

Now, Amazon will be able to of-
fer that same service with digital
books, he said.

There are some limitations: Most

of the titles the company sells to in-
ternational readers will be written
in English. And for now, interna-
tional customers are able to choose
from a selection of about 200,000 e-
books--compared with the 355,000
that area available to customers in
the U.S.

Several U.S. publishers said on
Tuesday that Amazon in recent
weeks has been eager to secure
rights to international markets from
publishers where possible. In recent
years it has become more common
for publishers to purchase world-
wide English-language rights on ma-
jor books.

The move will enable Amazon to
tap demand for e-books in markets
where other companies have taken
the early lead, such as the Cooler

reader sold by Interead in the
United Kingdom.

The international Kindle is simi-
lar to its U.S. counterpart in other
respects, including its e-ink screen.
Global and U.S. wireless service for
the international version of the Kin-
dle will be provided by AT&T Inc.
Sprint Nextel Corp. provides cellu-
lar connections in the U.S. for the
domestic Kindle.

Amazon has taken the lead in the
U.S. market for e-book readers. For-
rester Research analyst Sarah Rot-
man Epps estimates that Amazon
accounts for 60% of the U.S. market
for such devices, with Sony account-
ing for 35%.

She forecasts three million e-
book readers will be sold in the U.S.

in 2009, with 900,000 likely to sell
during the coming holiday shopping
season.

But Amazon’s competitors are
beginning to challenge the Kindle on
features and flexibility to work with
different kinds of e-books. Sony
touts an e-reader that features a
touch-screen interface and the abil-
ity to download and buy e-books
from multiple sources in formats
that can be read on multiple de-
vices. Sony’s e-book store also in-
cludes access to more than one mil-
lion free out-of-copyright books
offered by Google Inc.

Mr. Kessel said Amazon hasn’t
added a touchscreen to the Kindle
because the technology detracts
from its readability. As for the flexi-
bility of using e-books bought from
Amazon’s Kindle store on other de-
vices, he said “we will continue to
roll out Kindle applications to read
on other devices, just like we have
today on the iPhone” from Apple
Inc.

Mr. Kessel said Amazon would
market the new international Kindle
with a letter on the home page of
Amazon’s shopping sites in coun-
tries around the world.

He declined to say whether Ama-
zon would be announcing any other
new versions or features for the
Kindle before this holiday shopping
season.

“We think it is going to be a
great season for Kindle,” he said.

Mr. Kessel also declined to say
how many Kindles Amazon had sold
since launching the product in 2007.
He said that today, among books
available in both digital and physical
editions, the company sells 48 Kin-
dle editions for every 100 physical
copies of those books.

BY GEOFFREY A. FOWLER
AND JEFFREY A. TRACHTENBERG

Jeff Bezos, CEO of Amazon.com, holds a Kindle e-reader. A wireless version of

the device will be available internationally.
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Amazon has been
eager to secure
international rights
from publishers.

Google given
date to revise
its books pact

A U.S. District Court judge told
Google Inc. that it has until Nov. 9
to submit a revised version of its
controversial pact with publishers
and authors, as the parties work to
fix concerns that their agreement is
anticompetitive.

Judge Denny Chin set the fresh
deadline at a Wednesday status
hearing in New York.

Google announced the original
settlement last October, aiming to
resolve separate lawsuits that the
Authors Guild and the Association
of American Publishers filed against
the Internet giant in 2005, on the
grounds that the company’s book-
scanning efforts violated their copy-
rights.

That version is being redesigned
amid growing criticism. Last month,
the Justice Department said the
original agreement shouldn’t be ap-
proved without changes that limit
what Google can do with the digital
copies and address the fact that
those who have copyrights over the
books may have differing interests.

Under that original settlement,
Google could sell access to and ad-
vertising against the out-of-print
works that it has scanned, in ex-
change for sharing revenue back
with the authors and others who
own the books’ copyrights. Included
in the group are works whose copy-
right owners are unknown, so-called
orphan works. That provision has
drawn significant heat from critics,
who argue it would give Google ex-
clusive rights to those works.

At a meeting with reporters in
New York Monday, Google Chief Ex-
ecutive Eric Schmidt said the issue
of orphan works can be resolved
with legislation, which Google sup-
ports.

The parties are also contemplat-
ing other modifications, including
changes to the structure of the reg-

istry, the groups of authors and
publishers that are charged with
overseeing the settlement, setting
some prices and sharing revenue
with copyright owners, say people
familiar with the matter.

Speaking at the hearing, Deputy
Assistant Attorney General William
Cavanaugh said the Justice Depart-
ment hadn’t yet seen any proposed
amendments.

Michael Boni, a lawyer for the
authors, said at the hearing that the
parties hope to seek final approval
of an amended pact in December or
early January. “We have been work-
ing around the clock,” Mr. Boni said.

Judge Chin’s new deadline sets
the clock on what the parties hope
will be the final phase of a multi-
year struggle to clear the way to in-
crease access and revenue to digital
books.

Publishers are banking on the
digital market for new growth and
looking for more channels in addi-
tion to Amazon.com Inc., whose
Kindle device is leading the market
in electronic book-reading devices.

—Chad Bray and Julia Angwin
contributed to this article.

BY JESSICA E. VASCELLARO

‘We have been
working around the
clock,’ said a lawyer
for the authors.
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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.

2.27% 2 DJ Global Index -a % % 217.07 –0.03% 16.3% 4.25% 14 U.S. Select Dividend -b % % 600.75 –0.45% –6.3%

1.88% 20 Global Dow 1207.00 0.51% 4.3% 1881.69 0.05% 12.2% 4.03% 17 Infrastructure 1342.80 0.34% 2.3% 1879.22 –0.13% 10.1%

2.75% 47 Stoxx 600 240.30 –0.36% 6.2% 263.49 –0.81% 14.2% 1.45% 9 Luxury 840.90 0.47% 28.9% 1049.52 0.29% 39.1%

2.89% 36 Stoxx Large 200 255.90 –0.42% 3.9% 279.10 –0.86% 11.8% 6.08% 6 BRIC 50 404.60 0.55% 55.4% 566.26 0.09% 67.1%

2.12% -63 Stoxx Mid 200 227.40 –0.12% 17.8% 247.92 –0.57% 26.7% 2.88% 15 Africa 50 738.90 0.46% 2.2% 688.47 0.00% 10.0%

2.15% 150 Stoxx Small 200 145.10 –0.02% 19.3% 158.17 –0.46% 28.4% 3.14% 10 GCC % % 1567.91 0.60% –17.4%

2.77% 40 Euro Stoxx 267.70 –0.32% 8.4% 293.52 –0.76% 16.6% 3.14% 10 Sustainability 784.00 0.20% 5.6% 971.67 –0.26% 13.6%

2.89% 34 Euro Stoxx Large 200 282.80 –0.39% 5.9% 308.13 –0.83% 13.9% 2.25% 13 Islamic Market -a % % 1844.18 –0.19% 18.2%

2.20% 76 Euro Stoxx Mid 200 258.20 –0.06% 19.6% 281.20 –0.51% 28.6% 2.63% 14 Islamic Market 100 1567.80 0.17% 2.8% 1969.56 –0.29% 10.6%

2.26% -52 Euro Stoxx Small 200 164.70 0.17% 25.0% 179.29 –0.28% 34.5% 2.63% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1405.10 –0.07% –4.3% 1765.46 –0.52% 3.0% 1.92% 21 DJ U.S. TSM % % 10866.86 –0.13% 9.5%

3.96% 15 Euro Stoxx Select Div 30 1686.00 –0.51% 3.7% 2126.51 –0.95% 11.5% % DJ-UBS Commodity 119.60 0.44% –21.8% 127.50 –0.01% –15.8%

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

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

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

Australia 1.1256 1.7911 1.0895 0.1602 0.0378 0.1972 0.0126 0.3007 1.6525 0.2220 1.0612 ...

 Canada 1.0607 1.6878 1.0267 0.1510 0.0357 0.1859 0.0119 0.2833 1.5572 0.2092 ... 0.9423

 Denmark 5.0697 8.0674 4.9075 0.7216 0.1704 0.8884 0.0569 1.3543 7.4431 ... 4.7798 4.5042

 Euro 0.6811 1.0839 0.6593 0.0970 0.0229 0.1194 0.0076 0.1819 ... 0.1344 0.6422 0.6051

 Israel 3.7435 5.9570 3.6237 0.5329 0.1258 0.6560 0.0420 ... 5.4960 0.7384 3.5294 3.3259

 Japan 89.0700 141.7371 86.2204 12.6786 2.9939 15.6085 ... 23.7932 130.7681 17.5691 83.9768 79.1342

 Norway 5.7065 9.0808 5.5239 0.8123 0.1918 ... 0.0641 1.5244 8.3780 1.1256 5.3802 5.0699

 Russia 29.7505 47.3420 28.7987 4.2348 ... 5.2134 0.3340 7.9472 43.6782 5.8683 28.0493 26.4318

 Sweden 7.0253 11.1793 6.8005 ... 0.2361 1.2311 0.0789 1.8767 10.3141 1.3857 6.6235 6.2416

 Switzerland 1.0331 1.6439 ... 0.1470 0.0347 0.1810 0.0116 0.2760 1.5167 0.2038 0.9740 0.9178

 U.K. 0.6284 ... 0.6083 0.0895 0.0211 0.1101 0.0071 0.1679 0.9226 0.1240 0.5925 0.5583

 U.S. ... 1.5913 0.9680 0.1423 0.0336 0.1752 0.0112 0.2671 1.4682 0.1973 0.9428 0.8885

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 359.75 1.50 0.42% 707.00 302.00
Soybeans (cents/bu.) CBOT 912.00 2.00 0.22 1,557.50 670.00
Wheat (cents/bu.) CBOT 463.25 3.00 0.65 1,155.75 439.25
Live cattle (cents/lb.) CME 84.075 0.525 0.63 116.900 83.400
Cocoa ($/ton) ICE-US 3,242 31 0.97 3,268 1,961
Coffee (cents/lb.) ICE-US 134.25 0.65 0.49 189.00 112.00
Sugar (cents/lb.) ICE-US 23.12 –0.88 –3.67% 26.25 11.91
Cotton (cents/lb.) ICE-US 62.50 –0.48 –0.76 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,077.00 15 0.73 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,133 13 0.61 2,147 1,187
Robusta coffee ($/ton) LIFFE 1,437 18 1.27 2,256 1,275

Copper (cents/lb.) COMEX 277.95 –0.50 –0.18 378.00 131.15
Gold ($/troy oz.) COMEX 1044.40 4.70 0.45 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1750.00 20.50 1.19 2,200.00 740.00
Aluminum ($/ton) LME 1,827.50 –2.50 –0.14 2,319.50 1,288.00
Tin ($/ton) LME 14,525.00 225.00 1.57 15,700.00 9,750.00
Copper ($/ton) LME 6,080.00 20.00 0.33 6,499.00 2,815.00
Lead ($/ton) LME 2,162.00 9.00 0.42 2,459.50 870.00
Zinc ($/ton) LME 1,925.00 11.00 0.57 1,986.00 1,065.00
Nickel ($/ton) LME 18,200 250 1.39 21,150 9,000

Crude oil ($/bbl.) NYMEX 69.57 –1.31 –1.85 125.63 45.87
Heating oil ($/gal.) NYMEX 1.7811 –0.0331 –1.82 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.7203 –0.0524 –2.96 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.904 0.024 0.49 12.405 3.491
Brent crude ($/bbl.) ICE-EU 68.04 –1.32 –1.90 149.27 45.99
Gas oil ($/ton) ICE-EU 569.25 –7.25 –1.26 897.00 428.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 7
Per In

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

Argentina peso-a 5.6289 0.1777 3.8340 0.2608

Brazil real 2.5775 0.3880 1.7556 0.5696

Canada dollar 1.5572 0.6422 1.0607 0.9428
1-mo. forward 1.5571 0.6422 1.0606 0.9428

3-mos. forward 1.5570 0.6423 1.0605 0.9429
6-mos. forward 1.5572 0.6422 1.0607 0.9428

Chile peso 811.01 0.001233 552.40 0.001810
Colombia peso 2782.95 0.0003593 1895.55 0.0005276

Ecuador US dollar-f 1.4682 0.6811 1 1
Mexico peso-a 19.7914 0.0505 13.4805 0.0742

Peru sol 4.2096 0.2376 2.8673 0.3488
Uruguay peso-e 30.758 0.0325 20.950 0.0477

U.S. dollar 1.4682 0.6811 1 1
Venezuela bolivar 3.15 0.317203 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6525 0.6051 1.1256 0.8885
China yuan 10.0222 0.0998 6.8264 0.1465

Hong Kong dollar 11.3780 0.0879 7.7499 0.1290
India rupee 68.4231 0.0146 46.6050 0.0215

Indonesia rupiah 13837 0.0000723 9425 0.0001061
Japan yen 130.77 0.007647 89.07 0.011227

1-mo. forward 130.74 0.007649 89.05 0.011229
3-mos. forward 130.68 0.007652 89.01 0.011235

6-mos. forward 130.57 0.007659 88.94 0.011244
Malaysia ringgit-c 5.0174 0.1993 3.4175 0.2926

New Zealand dollar 2.0006 0.4998 1.3627 0.7339
Pakistan rupee 122.179 0.0082 83.220 0.0120

Philippines peso 68.306 0.0146 46.525 0.0215
Singapore dollar 2.0566 0.4862 1.4008 0.7139

South Korea won 1718.54 0.0005819 1170.55 0.0008543
Taiwan dollar 47.076 0.02124 32.065 0.03119
Thailand baht 49.000 0.02041 33.375 0.02996

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

Euro zone euro 1 1 0.6811 1.4682

1-mo. forward 1.0001 0.9999 0.6812 1.4681

3-mos. forward 1.0003 0.9997 0.6814 1.4677

6-mos. forward 1.0008 0.9992 0.6817 1.4670

Czech Rep. koruna-b 25.719 0.0389 17.518 0.0571

Denmark krone 7.4431 0.1344 5.0697 0.1973

Hungary forint 269.03 0.003717 183.25 0.005457

Norway krone 8.3780 0.1194 5.7065 0.1752

Poland zloty 4.2286 0.2365 2.8802 0.3472

Russia ruble-d 43.678 0.02289 29.751 0.03361

Sweden krona 10.3141 0.0970 7.0253 0.1423

Switzerland franc 1.5167 0.6593 1.0331 0.9680

1-mo. forward 1.5163 0.6595 1.0328 0.9683

3-mos. forward 1.5155 0.6599 1.0322 0.9688

6-mos. forward 1.5140 0.6605 1.0313 0.9697

Turkey lira 2.1609 0.4628 1.4719 0.6794

U.K. pound 0.9226 1.0839 0.6284 1.5913

1-mo. forward 0.9228 1.0837 0.6285 1.5910

3-mos. forward 0.9229 1.0835 0.6286 1.5907

6-mos. forward 0.9231 1.0833 0.6287 1.5905

MIDDLE EAST/AFRICA
Bahrain dinar 0.5535 1.8068 0.3770 2.6526

Egypt pound-a 8.0440 0.1243 5.4790 0.1825

Israel shekel 5.4960 0.1819 3.7435 0.2671

Jordan dinar 1.0399 0.9616 0.7083 1.4118

Kuwait dinar 0.4210 2.3753 0.2868 3.4874

Lebanon pound 2204.43 0.0004536 1501.50 0.0006660

Saudi Arabia riyal 5.5058 0.1816 3.7502 0.2667

South Africa rand 10.9468 0.0914 7.4562 0.1341

United Arab dirham 5.3926 0.1854 3.6731 0.2723

SDR -f 0.9256 1.0803 0.6305 1.5861

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 47 EUROPE DJ Stoxx 600 240.30 –0.87 –0.36% 22.0% 6.2%

 21 DJ Stoxx 50 2424.84 –13.31 –0.55 17.4% 2.7%

 40 Euro Zone DJ Euro Stoxx 267.69 –0.85 –0.32 20.1% 8.4%

 18 DJ Euro Stoxx 50 2852.17 –13.53 –0.47 16.3% 5.8%

 16 Austria ATX 2605.33 –6.41 –0.25 48.8% 15.6%

 14 Belgium Bel-20 2507.22 –19.65 –0.78 31.4% 7.9%

 11 Czech Republic PX 1134.2 –10.0 –0.87 32.2% 8.8%

 19 Denmark OMX Copenhagen 308.84 –2.37 –0.76 36.5% 14.4%

 14 Finland OMX Helsinki 6274.72 –36.98 –0.59 16.1% 3.5%

 16 France CAC-40 3756.41 –13.80 –0.37 16.7% 7.4%

 20 Germany DAX 5640.75 –16.89 –0.30 17.3% 12.5%

 … Hungary BUX 20048.68 –237.36 –1.17 63.8% 24.0%

 19 Ireland ISEQ 3310.76 15.01 0.46% 41.3% 8.4%

 14 Italy FTSE MIB 23414.28 –45.31 –0.19 20.3% 5.1%

 … Netherlands AEX 309.21 –0.07 –0.02 25.7% 8.2%

 14 Norway All-Shares 373.05 –2.79 –0.74 38.1% 23.5%

 17 Poland WIG 37644.68 –444.29 –1.17 38.3% 11.9%

 18 Portugal PSI 20 8648.11 53.65 0.62 36.4% 30.6%

 … Russia RTSI 1287.37 16.74 1.32% 103.7% 69.0%

 11 Spain IBEX 35 11721.4 –95.7 –0.81% 27.5% 13.8%

 15 Sweden OMX Stockholm 276.98 –1.59 –0.57 35.6% 32.0%

 13 Switzerland SMI 6260.15 –17.01 –0.27 13.1% 3.1%

 … Turkey ISE National 100 49036.08 –429.97 –0.87 82.5% 59.3%

 13 U.K. FTSE 100 5108.90 –29.08 –0.57 15.2% 17.0%

 41 ASIA-PACIFIC DJ Asia-Pacific 119.86 1.47 1.24 28.1% 27.0%

 … Australia SPX/ASX 200 4695.7 104.1 2.27 26.2% 7.0%

 … China CBN 600 24032.93 Closed 62.8% 48.7%

 19 Hong Kong Hang Seng 21241.59 430.06 2.07 47.6% 37.6%

 20 India Sensex 16806.66 –151.88 –0.90 74.2% 48.4%

 … Japan Nikkei Stock Average 9799.60 107.80 1.11 10.6% 6.5%

 … Singapore Straits Times 2634.63 22.74 0.87 49.6% 29.6%

 11 South Korea Kospi 1598.00 –0.44 –0.03 42.1% 24.2%

 1 AMERICAS DJ Americas 279.19 –0.59 –0.21 23.5% 9.2%

 … Brazil Bovespa 62509.15 –161.44 –0.26 66.5% 55.6%

 19 Mexico IPC 29659.13 –31.35 –0.11 32.5% 40.1%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 7, 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* 286.50 2.03% 25.8% –2.8%

2.50% 25 World (Developed Markets) 1,121.63 2.02% 21.9% –5.1%

2.30% 26 World ex-EMU 130.07 1.74% 20.9% –5.9%

2.40% 28 World ex-UK 1,119.37 2.00% 21.2% –5.1%

3.00% 26 EAFE 1,541.10 2.57% 24.5% –0.8%

2.20% 19 Emerging Markets (EM) 925.95 2.09% 63.3% 17.7%

3.50% 17 EUROPE 83.83 2.15% 20.7% –6.3%

3.70% 19 EMU 181.07 3.49% 27.4% –1.0%

3.30% 21 Europe ex-UK 93.48 2.52% 20.5% –4.3%

4.10% 15 Europe Value 96.61 2.46% 24.6% –4.6%

2.80% 19 Europe Growth 70.60 1.81% 16.8% –8.2%

2.50% 18 Europe Small Cap 153.78 2.54% 52.3% 6.2%

2.10% 10 EM Europe 254.96 3.15% 60.5% –12.8%

3.80% 12 UK 1,528.77 2.23% 16.3% 5.1%

2.70% 21 Nordic Countries 130.29 2.59% 32.8% –1.8%

1.50% 9 Russia 680.57 3.18% 65.1% –15.9%

2.90% 13 South Africa 672.71 1.27% 16.2% 7.8%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 389.83 1.78% 57.6% 20.7%

1.30% -41 Japan 539.41 0.67% 1.8% –21.0%

2.00% 19 China 60.02 2.81% 47.1% 30.7%

0.90% 20 India 675.54 0.73% 83.0% 32.8%

0.80% 26 Korea 450.98 –0.61% 46.9% 12.7%

2.70% 415 Taiwan 275.24 1.43% 58.8% 23.0%

1.90% 32 US BROAD MARKET 1,170.89 1.41% 19.2% –8.6%

1.30% -17 US Small Cap 1,602.36 1.70% 28.5% –6.4%

3.30% 15 EM LATIN AMERICA 3,814.41 2.04% 83.6% 19.7%

*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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CORPORATE NEWS

Soccer TV rights cloud StarHub outlook
New contract may spur exodus, bolster SingTel’s plan to overtake rival in Singapore’s pay-TV market

SINGAPORE—StarHub Ltd. may
be losing some luster amid expecta-
tions of a mass exodus for its pay-
television subscriber base after it
was stripped of broadcasting rights
for the immensely popular Barclays
Premier League soccer games by ri-
val Singapore Telecommunications
Ltd.

SingTel, seeking to overtake
StarHub in the pay-TV market, said
Thursday it got the rights to show
the soccer games for three years
starting August 2010. It also got ex-
clusive rights to sports content from
ESPN Star Sports starting mid-2010.

Losing the soccer rights is a
blow for StarHub, which has been
broadcasting the English league
matches since 1997 and was widely
expected to keep them.

Analysts say the content is a key
differentiator with no equal substi-
tute, leaving StarHub increasingly
vulnerable in a highly competitive
domestic market.

While there is little risk of earn-
ings erosion in the near term as
StarHub controls the sports content
until mid-2010, it could impact the
Singapore telecom operator’s long-
term earnings.

Partly on those concerns, Star-
Hub shares lost more than 9% of
their value in the past four sessions
combined. On Wednesday in Sin-
gapore, StarHub’s shares rose 0.5%
to S$1.98. Several brokerage firms

including Nomura and Citigroup
downgraded the stock’s rating and
target price.

“Much more of the cable-TV rev-
enue and revenue share will be at
risk for StarHub than just the
[sports] revenues come June 2010,”
Citigroup said, noting that the loss
of the soccer rights is a serious
blow to its strategy of using the
pay-TV service as a centerpiece to
bundle other services such as mo-
bile phones and broadband.

Citigroup estimates that about
250,000 of StarHub TV subscribers,
or about 45% of the total base, cur-

rently pay for sports content, the
majority of whom Citigroup believes
are likely to defect once StarHub’s
broadcasting rights for the soccer
league expire.

Nomura cut its forecast for Star-
Hub’s earnings per share in the next
three financial years by between 1%
and 11% and said that as much as
300 million Singapore dollars, or
around US$200 million, in revenue
and S$70 million in earnings before
interest, taxes, depreciation and
amortization could be at risk.

Jeannie Ong, StarHub’s head of
corporate communications, con-

ceded that the company’s top line
will be affected by the loss of the
English soccer rights in mid-2010.
But she said the number of custom-
ers who use the company’s pay TV
services for the soccer content alone
is a “very small number.”

She also said StarHub would look
to reprice its sports package once
costs for the “negative margin” Eng-
lish soccer league and ESPN Star
Sports rights are removed to retain
subscribers.

The company still has rights to
other sports content such as the
Spanish soccer league and two of

the four major tennis tournaments,
and it plans to use the cash freed up
from the English soccer and ESPN
Star Sports content to bolster the
line-up for its pay-TV platform.

Several analysts have said the
Singapore government may inter-
vene in the local pay-TV market, cit-
ing possible anticompetition issues
because SingTel is expected to re-
main aggressive in getting addi-
tional content to bolster its pay TV
service, which had 101,000 subscrib-
ers as of June 30.

A person familiar with the situa-
tion said Friday that SingTel paid
more than S$280 million for the
English soccer rights, which is about
90% of StarHub’s full-year net profit
last year, and that SingTel likely
can’t recover the cost from the
pay-TV business.

“Effectively what SingTel’s done
is throw the balance sheet and
crowd out the competitor,” CLSA
analyst Ashwin Sanketh said Thurs-
day.

“If this is a precedent for any
content coming up, then you basi-
cally have the incumbent using their
size…which is obviously not an ideal
situation.”

The Media Development Author-
ity, which has jurisdiction over the
market, said in an e-mail statement
that it is monitoring the situation
and will evaluate whether a direct
intervention is “necessary and ap-
propriate within the context of in-
ternational trade practice.”

BY SE YOUNG LEE
StarHub
Wednesday’s close: S$1.98, up 0.5%

2009

Source: Thomson Reuters Datastream
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Ford steps up ad campaign to win back customers
DEARBORN, Mich.—Ford Motor

Co. has made progress with its
“Drive One” advertising campaign
since its launch 18 months ago by
convincing U.S. customers—some-
times at the expense of its bailed-
out competitors—to buy its vehicles
based on improvements in quality,
fuel economy and safety.

But Ford officials admit they
have made fewer gains persuading
would-be buyers that their cars and
trucks are savvy, clever and
cool—the kind of emotional pur-
chase triggers that could outweigh
the more rational ones.

Starting Monday, Ford is launch-
ing a new chapter of its “Drive One”
campaign, featuring 15-second spots
of real customers talking about the
“cool” features of their new Fords
they own. It comes as the auto
maker plans to boost its fourth-
quarter advertising budget by 10%
compared with the same period last
year.

“It’s all about what real custom-
ers are saying,” said Matt VanDyke,
Ford’s director of marketing com-
munications. The up to 40 spots
have a grainy, home-video feel and
Mr. VanDyke said they are meant to
showcase owners’ testimonials as
“believable, honest and authentic”
over the next 26 weeks.

The “Drive One” campaign has
given Ford a consistent theme after
years of changing slogans as often
as once a year. But the company still
needs to find ways of luring those
hard-to-reach import buyers, espe-
cially as the economy picks up and
auto sales increase.

At the same time, Ford’s compet-
itors are re-entering the advertising

game, convinced that the last three
months of the year could mark the
beginning of a recovery in the auto
sector.

Slammed by declining sales and
disappearing profits, Toyota Motor
Co. is preparing a $1 billion market-
ing effort to prime the U.S. market
in the fourth quarter. The world’s
largest auto maker needs to turn
around its North American business
after acknowledging it expects to

report a loss in its current fiscal
year, which would be its second an-
nual deficit in a row.

The $1 billion marketing and ad-
vertising plan is 30% to 40% more
than Toyota typically spends in the
quarter.

Ford’s recent challenge has been
to entice buyers to reconsider the
brand, a problem from which Toyota
doesn’t suffer. But as the industry
suffered its worst slump in a quar-
ter century and General Motors Co.
and Chrysler Group LLC reorga-
nized in bankruptcy aided by a gov-
ernment cash infusion, Ford’s mes-
sage over the past year has also
been tailored to remind Americans
the car company shunned a bailout.

In a variety of venues from pub-
lic speeches to Internet postings,
Ford began to preach the message
that “Ford is different”—a not-too-
subtle jab at its cross-town competi-
tors. More recently, during the cash-

for-clunkers government rebate pro-
gram, many Ford ads featured the
headline, “Why Ford? Why Now?”

But Jim Farley, Ford’s global
marketing chief, insisted at the
Frankfurt motor show last month
that the company’s “Drive One” slo-
gan remains paramount and isn’t
disappearing as the unifying theme.

In an effort Ford called “friend to
friend,” the company early last year
loaned autos to people who drove
competitors’ offerings. After a week,
the drivers were allowed to pass the
keys to a friend to try the same
week-long experience, creating fod-
der for Ford commercials.

More recently, the Dearborn,
Mich., auto maker has provided
Ford cars and trucks to school fund
raisers, hoping to multiply the
power of the test drive experience
to several hundred people at each
event.

This fall’s lighthearted television
campaign centers on straight-talk-
ing Ford owners who gush about a

particular feature—from in-car am-
bient lighting offered in different
hues to keyless entry devices—that
makes them fans of the Blue Oval.
The tagline at the end emphasizes
the point.

In one, the line is “Ford Flex,
wear skinny jeans in one” to high-
light one owner who didn’t have to
keep bulky keys in his tight pockets.

“They weren’t told that there
was a commercial,” said Toby Bar-
low, chief creative officer, at Team
Detroit, Ford’s joint venture from
WPP’s Detroit-based advertising
agencies, adding that those selected
for the ads granted their permission
after the filming.

It was designed to “show the
new face of the new owner,” Mr.
Barlow said. Ford officials down-
played concern by some dealers that
ads that don’t feature the car or
truck have a tendency to be less ef-
fective.

According to Ford’s internal re-
search, consumers often dismissed

Ford vehicles out of hand without
even giving them a look because of
its poor reputation. IHS Global In-
sight recently found that Ford last
year failed to rank among Genera-
tion X’s top brands and among Gen-
eration Y, Ford placed 10th out of 11
top brands, only besting Chrysler’s
Jeep.

But numbers from the second
quarter of this year show some
progress. Favorable opinion of the
Ford brand has increased by 17%
from its low point last year, and 13%
more potential customers will con-
sider a Ford when thinking about a
new-car purchase, according to the
company statistics.

It’s been a rough year for all ad-
vertising, especially in the automo-
tive sector. General Motors pared its
spending 25.9% to $773.1 million. In
contrast, Ford’s total ad spending
during the same period only
dropped 7.3% to $498.1 million and
the auto maker more than doubled
its spending on the Internet.

BY MATTHEW DOLAN

Rum maker wins St. Croix deal

Spirits maker Fortune Brands
Inc. reached a tentative agreement
with the U.S. Virgin Islands to con-
tinue making rum on St. Croix in ex-
change for marketing and other in-
centives whose value is projected to
exceed $1 billion over 30 years.

The long-term deal, spearheaded
by Virgin Islands Gov. John P. de-
Jongh Jr., includes a pledge by the
government to cover the roughly
$100 million cost of both expanding
the Cruzan Rum distillery and build-

ing a state-of-the-art wastewater-
treatment facility.

Mr. deJongh, a Democrat, hopes
to secure a long-term stream of U.S.
excise-tax revenue for the Virgin Is-
lands by wooing distillers to pro-
duce rum there, ultimately helping
to bolster the territory’s fragile
economy.

In its current fiscal year, the ter-
ritory faces a projected budget defi-
cit of about $250 million. The agree-
ment with Fortune Brands still has
to be approved by the Virgin Islands
senate.

BY DAVID KESMODEL

The campaign has
given Ford a
consistent theme
after years.
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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 10/06 USD 348.66 42.0 28.8 6.6
Sel Emerg Mkt Equity GL EQ GGY 10/06 USD 203.01 55.0 31.5 –13.6
Sel Euro Equity EUR US EQ GGY 10/06 EUR 94.62 24.2 –6.1 –23.5
Sel European Equity EU EQ GGY 10/06 USD 185.05 34.6 10.6 –21.0
Sel Glob Equity GL EQ GGY 10/06 USD 185.80 29.4 7.4 –20.9
Sel Glob Fxd Inc GL BD GGY 10/06 USD 142.81 10.7 7.0 –0.4
Sel Pacific Equity AS EQ GGY 10/06 USD 139.73 54.6 30.2 –12.4
Sel US Equity US EQ GGY 10/06 USD 118.65 17.8 –0.1 –19.0
Sel US Sm Cap Eq US EQ GGY 10/06 USD 167.68 28.2 4.9 –19.7

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/06 EUR 27.35 4.3 –25.8 –44.3
MP-TURKEY.SI OT OT SVN 10/06 EUR 32.50 66.4 18.9 –23.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/06 EUR 3.34 59.0 –26.4 –39.5
Parex Eastern Europ Bal OT OT LVA 10/06 EUR 13.08 52.4 7.8 –2.9
Parex Eastern Europ Bd EU BD LVA 10/06 USD 14.04 61.0 14.0 2.3
Parex Russian Eq EE EQ LVA 10/06 USD 18.33 111.7 33.6 –18.9

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 10/07 USD 165.40 49.2 29.8 –18.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/07 USD 157.72 48.2 28.7 –19.5
PF (LUX)-Biotech-Pca OT EQ LUX 10/06 USD 289.40 1.5 –5.2 –9.4
PF (LUX)-CHF Liq-Pca CH MM LUX 10/06 CHF 124.22 0.2 0.4 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/06 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/06 USD 109.61 34.8 34.3 –8.7
PF (LUX)-East Eu-Pca EU EQ LUX 10/06 EUR 282.42 111.5 35.0 –23.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/07 USD 499.60 64.2 38.5 –16.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/06 EUR 95.84 25.4 2.8 –18.5
PF (LUX)-EUR Bds-Pca EU BD LUX 10/06 EUR 384.59 3.0 3.8 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/06 EUR 292.67 3.0 3.8 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/06 EUR 145.61 16.6 16.7 5.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/06 EUR 102.37 16.6 16.7 5.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/06 EUR 139.64 54.8 21.8 –2.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/06 EUR 80.95 54.8 21.8 –2.6
PF (LUX)-EUR Liq-Pca EU MM LUX 10/06 EUR 135.89 0.9 1.7 2.7
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/06 EUR 97.93 0.9 1.7 2.7
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/06 EUR 102.38 0.5 1.2 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/06 EUR 101.02 0.5 1.2 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/06 EUR 388.89 27.1 2.2 –23.3
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/06 EUR 125.89 24.5 2.4 –21.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/06 USD 244.28 29.0 29.3 11.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/06 USD 166.18 29.0 29.3 11.8
PF (LUX)-Gr China-Pca AS EQ LUX 10/07 USD 325.54 53.0 35.3 –14.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/07 USD 349.25 82.3 50.2 –11.6
PF (LUX)-Jap Index-Pca JP EQ LUX 10/07 JPY 8559.15 5.1 –9.3 –26.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/07 JPY 7557.50 3.5 –13.6 –31.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/07 JPY 7340.97 3.0 –14.2 –31.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/07 JPY 4294.23 9.4 –5.8 –26.7
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/06 USD 51.43 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/07 USD 259.31 63.8 31.7 –11.3
PF (LUX)-Piclife-Pca CH BA LUX 10/06 CHF 775.38 12.5 4.8 –6.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/06 EUR 58.70 33.0 10.7 –16.9
PF (LUX)-Rus Eq-Pca OT OT LUX 10/06 USD 56.89 149.1 70.9 NS
PF (LUX)-Security-Pca GL EQ LUX 10/06 USD 92.71 29.8 24.3 –12.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/06 EUR 437.43 34.0 9.5 –20.0
PF (LUX)-US Eq-Ica US EQ LUX 10/06 USD 98.60 20.8 4.0 –14.2
PF (LUX)-USA Index-Pca US EQ LUX 10/06 USD 85.51 18.0 1.3 –16.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/06 USD 516.63 –2.6 3.6 6.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/06 USD 379.09 –2.6 3.7 6.5
PF (LUX)-USD Liq-Pca US MM LUX 10/06 USD 131.00 0.6 1.2 2.0
PF (LUX)-USD Liq-Pdi US MM LUX 10/06 USD 85.54 0.6 1.2 2.0

PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/06 USD 101.56 0.3 0.9 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/06 USD 100.85 0.3 0.9 NS
PF (LUX)-Water-Pca GL EQ LUX 10/06 EUR 113.39 10.1 –2.7 –15.8
PF (LUX)-WldGovBds-Pca GL BD LUX 10/07 USD 170.13 3.2 12.2 9.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/07 USD 140.82 3.2 12.2 9.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 10/06 USD 12.11 54.5 33.5 –10.9
Japan Fund USD JP EQ IRL 10/07 USD 16.89 15.0 33.8 –3.3
Polar Healthcare Class I USD OT OT IRL 10/06 USD 12.08 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/06 USD 12.08 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: 6221 25574 883 Fax: 6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/30 USD 118.53 105.5 28.2 0.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/06 EUR 681.96 21.0 1.6 –19.2
Core Eurozone Eq B EU EQ IRL 10/06 EUR 809.19 23.1 4.3 NS
Euro Fixed Income A EU BD IRL 10/06 EUR 1222.12 8.0 4.1 –1.6
Euro Fixed Income B EU BD IRL 10/06 EUR 1302.88 8.5 4.7 –1.0
Euro Small Cap A EU EQ IRL 10/06 EUR 1158.15 36.6 5.7 –23.6
Euro Small Cap B EU EQ IRL 10/06 EUR 1238.83 37.2 6.3 –23.1
Eurozone Agg Eq A EU EQ IRL 10/06 EUR 645.20 29.8 7.6 –20.5
Eurozone Agg Eq B EU EQ IRL 10/06 EUR 925.93 30.4 8.3 –20.1
Glbl Bd (EuroHdg) A GL BD IRL 10/06 EUR 1356.81 13.3 8.2 2.7
Glbl Bd (EuroHdg) B GL BD IRL 10/06 EUR 1438.11 13.8 8.9 3.3
Glbl Bd A EU BD IRL 10/06 EUR 1076.98 9.8 3.7 2.6
Glbl Bd B EU BD IRL 10/06 EUR 1145.37 10.4 4.4 3.2
Glbl Real Estate A OT EQ IRL 10/06 USD 843.82 26.6 –4.2 –24.0
Glbl Real Estate B OT EQ IRL 10/06 USD 868.71 27.2 –3.6 –23.6
Glbl Real Estate EH-A OT EQ IRL 10/06 EUR 753.49 20.1 –9.9 –25.5
Glbl Real Estate SH-B OT EQ IRL 10/06 GBP 70.86 19.5 –10.9 –25.1
Glbl Strategic Yield A EU BD IRL 10/06 EUR 1534.37 35.7 15.6 0.7
Glbl Strategic Yield B EU BD IRL 10/06 EUR 1639.68 36.4 16.3 1.3
Japan Equity A JP EQ IRL 10/06 JPY 11154.49 7.9 –7.5 –27.7
Japan Equity B JP EQ IRL 10/06 JPY 11872.18 8.4 –6.9 –27.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/06 USD 2121.12 64.9 37.1 –11.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/06 USD 2260.49 65.7 37.9 –11.3
Pan European Eq A EU EQ IRL 10/06 EUR 929.17 29.3 5.6 –19.9
Pan European Eq B EU EQ IRL 10/06 EUR 989.11 29.9 6.2 –19.5
US Equity A US EQ IRL 10/06 USD 826.02 23.4 3.0 –17.4
US Equity B US EQ IRL 10/06 USD 883.15 24.0 3.7 –16.9
US Small Cap A US EQ IRL 10/06 USD 1226.83 22.0 1.1 –18.9
US Small Cap B US EQ IRL 10/06 USD 1312.53 22.6 1.7 –18.4

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/07 EUR 14.15 0.2 11.5 12.5
Asset Sele C H-CHF OT OT LUX 10/07 CHF 98.24 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/07 GBP 99.39 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/07 JPY 9854.99 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/07 NOK 113.34 0.7 NS NS
Asset Sele C H-SEK OT OT LUX 10/07 SEK 142.10 –0.3 12.3 12.9
Asset Sele C H-USD OT OT LUX 10/07 USD 99.23 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/07 SEK 133.35 –0.3 NS NS
Choice Global Value -C- GL EQ LUX 10/07 SEK 72.93 21.2 1.6 –24.9
Choice Global Value -D- OT OT LUX 10/07 SEK 69.87 21.2 1.6 –24.9
Choice Global Value -I- OT OT LUX 10/07 EUR 6.30 29.4 –5.3 –28.5
Choice Japan Fd -C- OT OT LUX 10/07 JPY 46.47 3.4 –10.9 –28.2
Choice Japan Fd -D- OT OT LUX 10/07 JPY 41.79 3.4 –9.1 –28.2
Choice Jpn Chance/Risk JP EQ LUX 10/07 JPY 48.74 8.8 –9.2 –30.2
Choice NthAmChance/Risk US EQ LUX 10/07 USD 3.74 33.7 7.2 –16.2
Ethical Europe Fd OT OT LUX 10/07 EUR 1.86 24.8 –3.0 –24.3
Europe 1 Fd OT OT LUX 10/07 EUR 2.68 28.4 –0.5 –24.1
Europe 3 Fd EU EQ LUX 10/07 EUR 3.85 26.0 –2.2 –25.0
Global Chance/Risk Fd GL EQ LUX 10/07 EUR 0.56 19.8 0.4 –19.3
Global Fd -C- OT OT LUX 10/07 USD 2.04 22.6 3.0 –19.0
Global Fd -D- OT OT LUX 10/07 USD 1.28 22.6 NS NS
Nordic Fd OT OT LUX 10/07 EUR 5.24 30.8 19.4 –15.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/07 USD 7.01 54.8 37.8 –14.5
Choice Asia ex. Japan -D- OT OT LUX 10/07 USD 1.24 54.8 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/07 EUR 10.44 –4.4 –3.6 0.1
Currency Alpha EUR -RC- OT OT LUX 10/07 EUR 10.35 –4.7 –4.0 –0.4

Currency Alpha SEK -ID- OT OT LUX 10/07 SEK 97.04 –8.1 –7.6 NS
Currency Alpha SEK -RC- OT OT LUX 10/07 SEK 106.77 –4.7 –4.0 –0.4
Generation Fd 80 OT OT LUX 10/07 SEK 7.46 16.8 5.8 –13.7
Nordic Focus EUR NO EQ LUX 10/07 EUR 74.02 48.4 15.4 NS
Nordic Focus NOK NO EQ LUX 10/07 NOK 77.09 48.4 15.4 NS
Nordic Focus SEK NO EQ LUX 10/07 SEK 81.35 48.4 15.4 NS
Russia Fd OT OT LUX 10/07 EUR 8.01 139.9 52.8 –16.0

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/07 USD 1.71 23.0 1.4 –17.2
Ethical Glbl Fd -C- OT OT LUX 10/07 USD 0.80 17.3 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/07 USD 0.78 30.8 6.8 –17.0
Ethical Sweden Fd NO EQ LUX 10/07 SEK 38.21 38.6 27.2 –11.3
Index Linked Bd Fd SEK OT BD LUX 10/07 SEK 13.18 3.5 4.5 5.5
Medical Fd OT EQ LUX 10/07 USD 3.05 6.2 –3.7 –10.9
Short Medium Bd Fd SEK NO MM LUX 10/07 SEK 8.80 1.1 2.3 2.5
Technology Fd -C- OT OT LUX 10/07 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 10/07 USD 2.31 48.2 25.0 –10.7
World Fd -C- OT OT LUX 10/07 USD 27.50 NS NS NS
World Fd -D- OT OT LUX 10/07 USD 2.09 30.2 13.9 –12.6

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/07 EUR 1.27 0.0 0.8 1.1
Short Bond Fd EUR -D- OT OT LUX 10/07 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/07 SEK 21.95 1.8 3.2 2.7
Short Bond Fd USD US MM LUX 10/07 USD 2.49 –0.2 0.3 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/07 SEK 10.34 2.7 3.3 1.0
Alpha Bond Fd SEK -B- NO BD LUX 10/07 SEK 8.95 2.7 3.3 1.0
Alpha Bond Fd SEK -C- NO BD LUX 10/07 SEK 25.87 2.6 3.5 0.9
Alpha Bond Fd SEK -D- NO BD LUX 10/07 SEK 8.06 2.6 3.2 0.9
Alpha Short Bd SEK -A- NO MM LUX 10/07 SEK 11.08 2.6 3.4 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/07 SEK 10.14 2.6 3.4 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/07 SEK 21.68 2.5 3.3 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/07 SEK 8.20 2.5 3.3 3.0
Bond Fd SEK -C- NO BD LUX 10/07 SEK 42.66 2.7 9.2 6.7
Bond Fd SEK -D- NO BD LUX 10/07 SEK 12.39 2.7 9.3 6.1
Corp. Bond Fd EUR -C- EU BD LUX 10/07 EUR 1.25 14.7 16.0 2.6
Corp. Bond Fd EUR -D- EU BD LUX 10/07 EUR 0.96 14.8 15.4 2.4
Corp. Bond Fd SEK -C- NO BD LUX 10/07 SEK 12.44 15.7 11.9 1.4
Corp. Bond Fd SEK -D- NO BD LUX 10/07 SEK 9.40 15.8 11.9 1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/07 EUR 104.21 0.3 5.7 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/07 EUR 108.60 4.9 10.3 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 10/07 SEK 1120.76 4.9 10.3 NS
Flexible Bond Fd -C- NO BD LUX 10/07 SEK 21.34 2.3 5.6 4.4
Flexible Bond Fd -D- NO BD LUX 10/07 SEK 11.67 2.3 5.6 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/07 USD 2.52 64.0 40.9 –11.6
Eastern Europe Fd OT OT LUX 10/07 EUR 2.36 39.2 4.8 –21.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/07 SEK 27.20 62.1 41.2 –14.6
Eastern Europe SmCap Fd OT OT LUX 10/07 EUR 2.44 87.8 17.0 –21.1
Europe Chance/Risk Fd EU EQ LUX 10/07 EUR 991.45 30.0 –1.1 –26.0
Listed Private Equity -C- OT OT LUX 10/07 EUR 124.96 51.7 –28.1 NS
Listed Private Equity -IC- OT OT LUX 10/07 EUR 73.25 77.3 –15.8 NS
Listed Private Equity -ID- OT OT LUX 10/07 EUR 71.07 72.3 –18.3 NS
Nordic Small Cap -C- OT OT LUX 10/06 EUR 120.12 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/06 EUR 120.42 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/07 SEK 79.17 –1.1 –14.3 –14.4
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/07 EUR 101.00 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/07 SEK 101.02 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/07 USD 102.15 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/07 SEK 72.33 –1.2 –14.4 –15.7
Asset Sele Opp C H NOK OT OT LUX 10/07 NOK 106.55 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/07 SEK 105.50 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/07 EUR 106.33 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/07 GBP 106.72 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/07 SEK 106.30 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/07 EUR 103.77 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/07 GBP 104.25 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/07 GBP 103.99 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 10/01 AED 6.66 45.2 –24.0 –12.1

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 10/05 EUR 29.18 2.9 –4.0 0.9
Bonds Eur Corp A OT OT LUX 10/05 EUR 22.95 10.7 13.0 2.0
Bonds Eur Hi Yld A OT OT LUX 10/05 EUR 20.02 50.6 17.0 –4.0
Bonds EURO A OT OT LUX 10/06 EUR 41.23 4.4 7.7 6.0
Bonds Europe A OT OT LUX 10/06 EUR 39.29 3.7 6.3 4.7
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 10/05 USD 36.65 16.2 16.3 9.2
Bonds World A OT OT LUX 10/06 USD 43.61 9.5 15.6 10.4
Eq. China A OT OT LUX 10/06 USD 21.79 45.8 40.8 –22.2
Eq. ConcentratedEuropeA OT OT LUX 10/06 EUR 25.81 25.3 5.3 –21.6
Eq. Eastern Europe A OT OT LUX 10/06 EUR 21.01 59.0 11.6 –29.7
Eq. Equities Global Energy OT OT LUX 10/05 USD 16.80 17.9 –5.6 –15.4
Eq. Euroland A OT OT LUX 10/06 EUR 10.41 13.6 –2.8 –24.0
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/06 EUR 16.98 23.6 9.1 –18.7
Eq. EurolandFinancialA OT OT LUX 10/05 EUR 11.72 39.1 –11.9 –23.7
Eq. Glbl Emg Cty A OT OT LUX 10/05 USD 9.00 50.5 17.0 –17.9
Eq. Global A OT OT LUX 10/06 USD 26.70 26.9 13.5 –18.2
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/05 USD 28.31 35.4 49.7 –0.8
Eq. Japan Sm Cap A OT OT LUX 10/06 JPY 1083.06 19.6 16.9 –24.4
Eq. Japan Target A OT OT LUX 10/06 JPY 1701.67 8.7 8.7 –13.3
Eq. Pacific A OT OT LUX 10/06 USD 9.72 52.2 25.6 –17.2
Eq. US ConcenCore A OT OT LUX 10/06 USD 20.75 27.7 14.3 –12.9
Eq. US Lg Cap Gr A OT OT LUX 10/06 USD 14.27 32.3 9.2 –16.4
Eq. US Mid Cap A OT OT LUX 10/05 USD 27.55 37.5 13.0 –17.3
Eq. US Multi Strg A OT OT LUX 10/06 USD 20.30 27.1 3.2 –18.0
Eq. US Rel Val A OT OT LUX 10/06 USD 19.90 28.1 –0.1 –20.2
Eq. US Sm Cap Val A OT OT LUX 10/06 USD 15.86 22.6 –10.1 –24.7
Eq. US Value Opp A OT OT LUX 10/06 USD 15.64 20.6 –7.6 –24.9
Money Market EURO A OT OT LUX 10/06 EUR 27.37 0.9 1.9 3.1
Money Market USD A OT OT LUX 10/05 USD 15.83 0.5 1.1 2.2

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/07 JPY 8857.00 2.9 –9.9 –33.1
YMR-N Small Cap Fund OT OT IRL 10/07 JPY 7024.00 9.4 12.0 –31.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/07 JPY 6021.00 2.0 –13.4 –33.5
Yuki 77 Growth JP EQ IRL 10/07 JPY 5678.00 –4.0 –25.1 –37.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/07 JPY 6431.00 3.1 –12.2 –32.9
Yuki Chugoku JpnLowP JP EQ IRL 10/07 JPY 7909.00 –3.4 –5.6 –28.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/07 JPY 6474.00 –4.4 –18.1 –34.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/07 JPY 4397.00 –3.3 –18.3 –34.7
Yuki Hokuyo Jpn Inc JP EQ IRL 10/07 JPY 5101.00 –3.4 –17.6 –28.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/07 JPY 5143.00 9.3 11.9 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/07 JPY 4168.00 –1.9 –21.5 –37.6
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/07 JPY 4550.00 1.3 –19.9 –37.2
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/07 JPY 6464.00 5.9 –13.5 –32.7
Yuki Mizuho Jpn Gen OT OT IRL 10/07 JPY 8253.00 2.9 –12.3 –33.6
Yuki Mizuho Jpn Gro OT OT IRL 10/07 JPY 6190.00 –1.0 –11.6 –34.8
Yuki Mizuho Jpn Inc OT OT IRL 10/07 JPY 7349.00 –7.6 –19.0 –31.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/07 JPY 4928.00 –1.1 –16.6 –32.7
Yuki Mizuho Jpn LowP OT OT IRL 10/07 JPY 11729.00 3.5 1.4 –24.3
Yuki Mizuho Jpn PGth OT OT IRL 10/07 JPY 7754.00 1.5 –14.1 –35.9
Yuki Mizuho Jpn SmCp OT OT IRL 10/07 JPY 7222.00 17.8 19.4 –30.1
Yuki Mizuho Jpn Val Sel OT OT IRL 10/07 JPY 5518.00 6.3 –8.7 –28.4
Yuki Mizuho Jpn YoungCo OT OT IRL 10/07 JPY 2970.00 24.4 10.3 –33.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/07 JPY 4591.00 2.0 –19.7 –36.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/07 JPY 5201.00 2.0 –13.9 –35.5

Continued from previous page

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/31 EUR 99.78 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 09/30 EUR 194.95 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 09/30 USD 142.87 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 09/30 EUR 951.96 NS NS NS
Winton Evolution GBP Cls G OT OT CYM 09/30 GBP 955.54 NS NS NS
Winton Evolution USD Cls F OT OT CYM 09/30 USD 1205.96 –8.3 –3.7 5.7
Winton Futures EUR Cls C OT OT VGB 09/30 EUR 195.41 –5.1 5.5 10.0
Winton Futures GBP Cls D OT OT VGB 09/30 GBP 210.95 –7.6 3.1 13.2
Winton Futures JPY Cls E OT OT VGB 09/30 JPY 13951.58 –8.9 –0.3 9.0
Winton Futures USD Cls B OT OT VGB 09/30 USD 693.00 –8.1 1.7 11.9

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Charges are weighed in hotel feud
Grand jury considers whether Hilton, executives should face criminal counts

A federal grand jury is investi-
gating whether Hilton Worldwide
and several of its former executives
should face criminal charges for al-
legedly stealing tens of thousands of
pages of confidential documents
from rival Starwood Hotels & Re-
sorts, according to people familiar
with the situation.

The grand jury is part of a six-
month-old Justice Department
probe into allegations that Hilton,
which is owned by private-equity
firm Blackstone Group, used trade
secrets taken by former Starwood
executives, who defected to Hilton
last year, to develop its own luxury-
hotel brand to compete with Star-
wood’s successful W chain.

Federal grand juries in the U.S.
review evidence presented by prose-
cutors to determine whether there
is probable cause to return an in-
dictment. At the conclusion of an in-
vestigation, prosecutors may decide
not to pursue charges.

In the Hilton case, federal prose-
cutors are considering an aggressive
approach, potentially bringing crim-
inal charges against Hilton itself, in
addition to possible charges against
individuals, people familiar with the
matter said. Criminal indictments of
a major corporation are relatively
rare.

The investigation, which is being
handled by the U.S. attorney’s office
in Manhattan, is expected to reach a
conclusion in the next two months,
these people said. A spokeswoman
for the U.S. attorney’s office de-
clined to comment.

A spokeswoman for Hilton,
which was until recently known as
Hilton Hotels Corp., declined to
comment on the specifics of the in-
vestigation but said that the com-
pany is cooperating fully with the
U.S. attorney’s office.

Among the subjects of the probe
is one of Hilton’s top executives,
Steven Goldman, said people famil-
iar with the matter. Mr. Goldman,
the hotel operator’s 48-year-old
president of global development and
real estate, was placed on leave last
month, and isn’t expected to return
to the company, one of these people
said. The reason for his departure
isn’t known.

Daniel Gittner, a lawyer for Mr.
Goldman, said his client did nothing
wrong. “Steve Goldman has, and will

continue to have, a sterling reputa-
tion,” Mr. Gittner said.

Ross Klein and Amar Lalvani,
both former Starwood executives
who moved to Hilton’s luxury-
brands group in June 2008, are also
subjects of the criminal inquiry, said
the people familiar with the matter.

Ronald Nessim, a lawyer for Mr.
Klein, said, “We are confident that
after the U.S. attorney’s office re-
views all the evidence, they will
conclude that Ross Klein shouldn’t
be criminally prosecuted.”

Christopher Morvillo, a lawyer
for Mr. Lalvani, said, “In light of the
pending investigation and lawsuit,
all I can say at this time is that
Amar has an impeccable reputation
in the industry and hopes to put
this matter behind him as soon as
possible.”

The investigation comes at a
challenging time for Hilton, which
runs more than 3,400 hotels in 79
countries. Hilton, like the rest of the
hotel industry, is struggling with de-
clining room rates and revenue. The
company also labors under a $20
billion debt load from Blackstone’s
2007 buyout.

Prosecutors have exercised par-
ticular caution in pursuing criminal
charges against major companies
since the 2002 indictment of Arthur
Andersen LLP. Criminal charges
against Arthur Andersen for alleg-
edly destroying evidence in the
massive fraud case against Enron
Corp. are widely regarded as having
led to the big accounting firm’s de-
mise. The Supreme Court eventually
reversed its conviction on those

charges, but only after the firm was
disbanded.

An alternative approach that has
become more common in recent
years is for prosecutors to seek
what is known as a deferred prose-
cution or nonprosecution agree-
ment. Such an agreement typically
requires that a company be super-
vised by a federally appointed moni-
tor and commit to reforms over a
period of years.

The Hilton investigation, which
involves the alleged theft of com-
puter files, reflects an area of grow-
ing interest to the Justice Depart-
ment and Federal Bureau of
Investigation.

Early this decade, the Justice De-
partment formed Computer Hacking
and Intellectual Property units, or
CHIP units, at U.S. attorney’s offices
around the country to combat intel-
lectual-property theft and cyber-
crime.

But federal prosecutors often de-
cline to prosecute alleged theft of
trade secrets because victims such
as Starwood often have suitable
remedies in civil court.

Indeed, the Justice Department’s
criminal investigation grew out of a
civil lawsuit Starwood filed against
Hilton in April alleging that Messrs.
Klein and Lalvani, who both left
Starwood in June 2008 to join Hil-
ton, stole more than 100,000 elec-
tronic documents in “the clearest
imaginable case of corporate espio-
nage.”

Before leaving Starwood, Messrs.
Klein and Lalvani smuggled thou-
sands of confidential documents via

email and via boxes from Starwood
to Hilton, according to Starwood’s
complaint.

Hilton has said the lawsuit is
without merit.

Starwood said in its complaint
that Messrs. Klein and Lalvani stole,
among other documents, its “brand
in a box”—essentially the blueprints
for launching a new luxury hotel
brand. The lawsuit also alleges the
two men stole demographic studies
and lists of hotel projects that were
in Starwood’s development pipeline
around the world.

Although he wasn’t named as a
defendant in the civil suit, Mr. Gold-
man played an active role in bring-
ing Mr. Lalvani to Hilton, according
to the complaint.

“Worst thing that happens,” Mr.
Goldman allegedly wrote to Mr. Lal-
vani in an email, “is they find out
you are talking to me and pay you a
load of money to stay and you owe
me drinks for life.”

The Starwood lawsuit halted the
development of Hilton’s Denizen
brand, the company’s answer to the
W chain and its first entry into the
boutique-hotel category. Today,
Starwood operates roughly 30 W
hotels.

Since the imbroglio began, Hilton
has fired, or placed on leave, about
30 members of its luxury-brands
group, many of them former Star-
wood employees, according to peo-
ple familiar with the situation.

Legal experts also say that if
prosecutors bring charges against
any of the executives, the case
would test the boundaries of U.S.
criminal law in the trade-secrets
area.

The men could be charged under
the Economic Espionage Act, a 1996
federal law that specifically makes
theft of trade secrets a felony, ac-
cording to people familiar with the
matter. Another law, the Computer
Fraud and Abuse Act, which makes
it a crime to steal data from com-
pany computers, could also apply in
this case.

Earlier this year a former Gold-
man Sachs Group Inc. computer pro-
grammer was charged with stealing
codes related to a high-speed trad-
ing program that he had helped to
develop. In 2007, two former Coca-
Cola Co. employees were sentenced
to prison for conspiring to steal and
sell trade secrets to rival PepsiCo
Inc.

BY PETER LATTMAN

Starwood Hotels & Resorts’ W hotel in San Diego, shown in February 2008.
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GM falls short on some goals, CEO says in update
DETROIT--General Motors Co. is

falling short on several significant
goals it plans to meet by year’s end,
including worker reductions and the
sale of failing brands, Chief Execu-
tive Frederick “Fritz” Henderson
told reporters and analysts.

Mr. Henderson on Wednesday
outlined progress made by GM in
the 90 days since it emerged from
bankruptcy protection. He also an-
nounced that Mark LaNeve, GM’s
sales chief and longtime executive, is
leaving for a job at an unidentified
company. Mr. LaNeve headed sales
and marketing until Mr. Henderson
restructured the management team
and put former product head Bob
Lutz in charge of marketing.

Mr. Henderson said GM is on
track to meet cash flow and cost-re-

duction targets, though he didn’t
elaborate. GM will release financial
results for the third quarter in the
middle of November, he said. Also
on schedule are plans to shrink GM’s
U.S. dealership network.

Mr. Henderson said GM also is
succeeding at changing a culture
long criticized for being slow to
adapt and averse to new ideas.

The company has reduced North
American production to what Mr.
Henderson said is an acceptable
level. GM’s global market share rose
slightly in the third quarter to 11.9%
compared to 11.6% the first half of
this year, he said, though the figure
is still below last year’s.

However, GM has about 10,000
more U.S. workers than it planned to
have by the end of 2009 after buy-
out programs for hourly and salaried
programs fell short. GM aims to

have 64,000 workers and isn’t as far
along toward that goal as it ex-
pected by this point.

GM also missed a Sept. 30 goal of
finalizing a deal to sell the Hummer
truck brand to a Chinese manufac-
turer. And a plan to sell Saturn to
Penske Automotive Group fell
through after Penske failed to find a
company to build the vehicles once
GM stops making them, though Mr.
Henderson said the development
won’t hurt GM’s restructuring.

GM also is racing to complete the
sale of a majority stake in its Opel
European unit to a consortium let by
Canadian car-parts maker Magna
International Inc. Mr. Henderson
said Magna and GM remain in con-
cessionary talks with European labor
groups.

Meantime, the company’s sales
have suffered amid a global sales

slump, and GM lost two percentage
points of market share in the critical
U.S. market. Mr. Henderson said
GM’s market share remains slightly
ahead of the conservative estimates
the company made early this year
when laying out its restructuring.

“We are knocking some of these
things off and staying focused on
getting the rest of these matters be-
hind us before the end of the year,”
Mr. Henderson said. “We are quite
confident we will come out of this
with a competitive cost structure.”

Mr. Henderson faces intense
pressure from GM’s new chairman
and the U.S. government—the com-
pany’s new majority owner—to stem
the sales slide and improve GM’s fi-
nancial performance. The move to
publicize its restructuring efforts
contrasts with the more buttoned-up
strategy of Chrysler Group LLC..

BY SHARON TERLEP

GLOBAL
BUSINESS

BRIEFS

BMW

BMW AG, the world’s largest lux-
ury-car maker by sales, said monthly
sales increased year-over-year for
the first time this year in September,
due to its compact Mini brand, and
said sales in the fourth quarter
should also be above last year’s
level. “Provided there are no eco-
nomic setbacks, we should continue
to make gains throughout the re-
maining months of the year, not
least thanks to the new BMW mod-
els X1 and 5 Series Gran Turismo,
which will join our model range in
late October,” BMW executive board
member Ian Robertson said. The
Munich-based company sold 122,354
BMW, Mini and Rolls-Royce cars, up
0.7%. The rise was fueled by 9.5%
growth at Mini to 24,759 vehicles,
behind the Mini Cabrio and One.

Anheuser-Busch InBev

Anheuser-Busch InBev said it
will sell its theme-parks business to
private-equity firm Blackstone
Group LP for as much as $2.7 bil-
lion. The deal will help An-
heuser-Busch InBev pay down $45
billion in debt it took on to buy An-
heuser Busch last year. It has been
rumored that Anheuser-Busch InBev
wanted to sell the theme parks but
had held off because the collapse of
credit markets made buyers unable
to raise financing. The Belgian
brewer will receive $2.3 billion in
cash and the right to participate in
the first $400 million of Blackstone’s
return on investment. The business,
Busch Entertainment Corp., operates
10 entertainment parks in the U.S.

Monsanto Co.

The head of Monsanto Co. said
next year will be “critical” as the
company lines up new seed products
to counter lower earnings from its
crop-protection business. Hugh
Grant, chairman and chief executive
of the world’s largest seed producer
by revenue, said the rollout of high-
tech corn and soybean seeds and in-
ternational expansion will provide
“the slingshot” for Monsanto’s to
reach medium-term growth targets.
The strategy hinges on persuading
farmers to buy the more expensive
new offerings as global agricultural
profits are under pressure from de-
clining global commodity prices. The
company Wednesday reported a loss
of $284 million, or 43 cents a share,
for the quarter ended Aug. 31.

Daimler AG

Financial-services venture
launched with Mideast firms

German auto maker Daimler AG
plans to establish a financial ser-
vices joint-venture in the Middle
East with Al Fahim Group and Gar-
gash Enterprises as part of its ex-
pansion plans, according to a com-
pany document viewed by Dow
Jones Newswires. The joint-venture
will have its headquarters in Dubai
and offer loans and leasing packages
for new and preowned passenger
cars and commercial vehicles, in-
cluding a shariat-compliant Islamic
finance product. Daimler, the maker
of Mercedes Benz luxury cars, is
targeting a contract volume of €300
million, or about $450 million, in the
midterm. In March, Abu Dhabi-based
Aabar Investments became the larg-
est single shareholder of the car
maker by acquiring a 9.1% stake in a
deal worth €1.95 billion. Both com-
panies at the time announced plans
to launch joint Mideast projects.
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Gl Value A GL EQ LUX 10/06 USD 10.81 27.3 4.3 –25.4
Gl Value B GL EQ LUX 10/06 USD 9.95 26.3 3.2 –26.1
Gl Value I GL EQ LUX 10/06 USD 11.47 28.0 5.0 –24.8
India Growth A - OT OT LUX 10/06 USD 118.60 NS NS NS
India Growth AX OT OT LUX 10/06 USD 103.61 79.3 40.8 –5.4
India Growth B - OT OT NA 10/06 USD 124.54 NS NS NS
India Growth BX OT OT LUX 10/06 USD 88.78 78.0 39.4 –6.3
India Growth I EA EQ LUX 10/06 USD 107.24 79.9 41.3 –5.1
Int'l Health Care A OT EQ LUX 10/06 USD 125.50 6.9 –3.4 –13.6
Int'l Health Care B OT EQ LUX 10/06 USD 106.11 6.1 –4.4 –14.5
Int'l Health Care I OT EQ LUX 10/06 USD 136.86 7.5 –2.6 –13.0
Int'l Technology A OT EQ LUX 10/06 USD 100.04 36.8 14.6 –16.9
Int'l Technology B OT EQ LUX 10/06 USD 86.89 35.7 13.4 –17.7
Int'l Technology I OT EQ LUX 10/06 USD 111.96 37.6 15.5 –16.2
Japan Blend A JP EQ LUX 10/06 JPY 5640.00 5.1 –6.6 –30.2
Japan Growth A JP EQ LUX 10/06 JPY 5590.00 0.5 –8.8 –30.0
Japan Growth I JP EQ LUX 10/06 JPY 5741.00 1.1 –8.1 –29.4
Japan Strat Value A JP EQ LUX 10/06 JPY 5656.00 9.7 –4.5 –30.8
Japan Strat Value I JP EQ LUX 10/06 JPY 5796.00 10.4 –3.7 –30.3

Real Estate Sec. A OT EQ LUX 10/06 USD 13.65 27.9 –0.1 –22.1
Real Estate Sec. B OT EQ LUX 10/06 USD 12.51 27.0 –1.0 –22.9
Real Estate Sec. I OT EQ LUX 10/06 USD 14.65 28.7 0.8 –21.5
Short Mat Dollar A US BD LUX 10/06 USD 7.17 9.2 0.8 –7.8
Short Mat Dollar A2 US BD LUX 10/06 USD 9.58 9.4 0.7 –7.8
Short Mat Dollar B US BD LUX 10/06 USD 7.17 8.8 0.3 –8.2
Short Mat Dollar B2 US BD LUX 10/06 USD 9.54 8.9 0.3 –8.2
Short Mat Dollar I US BD LUX 10/06 USD 7.17 9.7 1.3 –7.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/06 GBP 7.82 17.4 15.2 –10.0
Andfs. Borsa Global GL EQ AND 10/06 EUR 6.20 6.8 –4.0 –20.8
Andfs. Emergents GL EQ AND 10/06 USD 16.12 61.2 37.4 –12.8

Andfs. Espanya EU EQ AND 10/06 EUR 13.52 25.0 8.7 –11.5
Andfs. Estats Units US EQ AND 10/06 USD 14.08 15.5 –1.0 –16.9
Andfs. Europa EU EQ AND 10/06 EUR 7.62 17.5 3.1 –18.2
Andfs. Franca EU EQ AND 10/06 EUR 9.31 12.5 0.5 –20.2
Andfs. Japo JP EQ AND 10/06 JPY 480.55 9.6 –4.6 –25.8
Andfs. Plus Dollars US BA AND 10/06 USD 9.26 9.8 3.9 –7.4
Andfs. RF Dolars US BD AND 10/06 USD 11.28 10.4 7.9 0.0
Andfs. RF Euros EU BD AND 10/06 EUR 10.78 20.4 11.8 –1.9
Andorfons EU BD AND 10/06 EUR 14.40 20.7 9.2 –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 10/06 EUR 9.40 16.1 3.4 –10.8
Andorfons Mix 60 EU BA AND 10/06 EUR 9.00 10.7 –4.1 –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 09/30 USD 226807.10 68.1 22.1 –8.1

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 10/07 EUR 9.14 –5.5 –6.9 –3.3
DJE-Absolut P GL EQ LUX 10/07 EUR 194.94 11.2 2.6 –10.5

DJE-Alpha Glbl P EU BA LUX 10/07 EUR 171.00 11.2 4.8 –7.0
DJE-Div& Substanz P GL EQ LUX 10/07 EUR 204.57 17.0 10.4 –7.8
DJE-Gold&Resourc P OT EQ LUX 10/07 EUR 164.22 25.6 31.3 –5.6
DJE-Renten Glbl P EU BD LUX 10/07 EUR 129.37 8.1 9.1 2.9
LuxPro-Dragon I AS EQ LUX 10/07 EUR 145.35 56.5 40.4 –12.7
LuxPro-Dragon P AS EQ LUX 10/07 EUR 141.63 56.1 39.7 –13.8
LuxTopic-Aktien Europa EU EQ LUX 10/07 EUR 16.97 18.4 13.6 –5.0
LuxTopic-Pacific AS EQ LUX 10/07 EUR 14.63 61.7 11.0 –18.1

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
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Bank of America narrows list
of internal CEO candidates
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Saudi Arabia plans IMF contribution

Premiums decline again
as markets regain stability

Islamic bonds heating up
Indonesia, Pakistan,
South Korea offerings
could net $2 billion

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

By Ditas Lopez

SINGAPORE—Indonesia, Paki-
stan and South Korea are lining up
to sell Islamic bonds offshore in sep-
arate offerings that will add diver-
sity to a niche area of finance and
spur the revival of a market that
had a severe setback during the glo-
bal credit crisis.

The deals, likely to be initiated
next year, could net the three gov-
ernments a total of $2 billion and
would reflect a growing recogni-
tion of sukuk as an alternative
source of funds for governments in
Asia. Investors appear hungry for
investments that comply with Sha-
riah, or Islamic law.

“There is a shortage of Shariah-
compliant instruments for a num-
ber of funds,” said Lum Chung
Kuan, head of fixed income re-
search at CIMB Group in Kuala Lum-
pur. “Definitely this will be good
news for them.”

The planned return of these
Asian governments to the sukuk
market comes amid signs that the
global credit crisis has dissipated
and that the global economy is on
its way to recovery.

Instead of interest, sukuk make
payouts derived from underlying
assets typically sold to a separate
vehicle that is the issuer of the pa-
per.

Global issuance of sukuk gained
much ground in the third quarter,
with the value of offerings rising
82% from a year earlier to $6.2 bil-
lion, data from Zawya.com’s Sukuk
Monitor show. The Sukuk Monitor
is a comprehensive database track-
ing major sukuk issued globally
that is run by Zawya, a Dubai-based
business-information company.

The outlook appears robust as
demand for capital rises in step
with the rebound in the global econ-
omy. Increased stability in prices of
physical assets, such as land and
buildings, should also make it less
difficult to value underlying sukuk
assets, paving the way for more
deals.

Indonesia’s planned Islamic
bond would follow its first global
sukuk sale in April, which raised
$650 million and reopened the in-

ternational sukuk market after it
was shut by last year’s crisis.

Jakarta plans to sell up to $1 bil-
lion of global sukuk by the second
quarter of 2010, according to peo-
ple familiar with the situation.

Dahlan Siamat, head of Islamic
finance at Indonesia’s Finance Min-
istry, said last week that the Parlia-
ment has approved a plan to ex-
pand to 25 trillion rupiah ($2.6 bil-
lion) a pool of assets that may be
used to back global and domestic
sales of the Islamic bonds this year
and next. This is about double the
previous size of the asset pool.

Pakistan, the only other Asian
nation to have issued offshore Is-
lamic bonds, has just $600 million
outstanding from its 2005 sale. It is
looking to raise $500 million in Is-
lamic bonds next year.

The Karachi government aims
to begin the process of hiring the ar-
rangers for the bond sale by the
first week of November and offer
the issue by February, a finance min-
istry official said late last month.

South Korea is looking to sell
what would be its first ever sukuk
as it continues to refine its tax laws
to facilitate issuance. It wants to at-
tract capital from Islamic markets
to diversify its funding sources and
reduce its refinancing risks. The Ko-
rean government plans a road show
in Malaysia and the United Arab
Emirates in November.

Since the start of this year, $8.1
billion of Islamic bonds out of the
Asian-Pacific region have priced,
exceeding the $6.4 billion volume
in the same period last year, accord-
ing to data provider Dealogic.

THE INTERNATIONAL INVESTOR

Note: years to date               Source: Dealogic

Growing numbers
Asian-Pacific Islamic bond volume
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By Dan Fitzpatrick

And Joann S. Lublin

The race to succeed Kenneth Lewis
as Bank of America Corp. chief execu-
tive has narrowed to two internal can-
didates, though the board still is look-
ing outside for a new leader of the
U.S.’s largest bank by assets, according
to people familiar with the situation.

The inside candidates are Bank of
America Chief Risk Officer Gregory
Curl and Brian Moynihan, the Char-
lotte, N.C., bank’s consumer and small-
business banking chief, these people
said. A board search committee
formed last week also is expected to
sift through external candidates, and
other names could enter the process
depending on input from other Bank
of America directors, these people
added, cautioning that the situation
remains fluid.

The search committee is ex-
pected to meet for the first time later
this week, followed by a meeting of
the full board on Friday.

If the 61-year-old Mr. Curl were
named CEO, he likely would keep the
job for no more than two years, these
people said. Mr. Moynihan, 49, likely
would be a longer-term choice.

Among financial-services execu-
tivesnot at Bank of America,those dis-

cussed by the board include Gregory
Fleming, former president and chief
operating officer of Merrill Lynch &
Co. and a senior research scholar and
lecturer at Yale Law School, according
to people familiar with the matter.

The board’s choice as CEO also
could take over if Mr. Lewis had to
step down before the year end, these
people said. New York Attorney Gen-
eral Andrew Cuomo is weighing civil-
fraud charges against Mr. Lewis.

Mr. Curl’s stock as a candidate has
risen in recent months. A longtime
behind-the-scenes deal maker, he be-
came chief risk officer after the de-
parture last summer of Amy Woods
Brinkley. Mr. Curl was a vice chair-
man at Boatmen’s Bancshares Inc. in
1997, when he helped engineer a $10
billion sale of the St. Louis bank to Na-
tionsBank Corp., BofA’s predecessor.

Mr. Moynihan has been viewed for
some time as a leading candidate to
succeed the 62-year-old Mr. Lewis,
who last week said he intends to retire
at year end. Mr. Moynihan joined the
bank as part of the 2004 takeover of
FleetBoston Financial Corp. and has
run wealth management and the in-
vestment bank and was general coun-
sel while BofA digested Merrill. In Au-
gust, he was named president of con-
sumer and small-business banking.

By Liam Vaughan

The average premium being of-
fered to takeover targets in Europe
fell for the third consecutive quar-
ter, in a further sign of stabilization
in the region’s mergers-and-acquisi-
tions market.

One-week bid premiums, or the
average amount offered for take-
over targets above their share price
a week before an offer was made,
fell to 17.5% in the third quarter, ac-
cording to data provider Dealogic.
That is down from 20.8% in the sec-
ond quarter, 26.9% in the first quar-
ter and 27.0% in the same quarter
last year.

Globally, the average was 23.5%
in the third quarter, slightly up on
the 22.8% in the second quarter but
still a big drop from the 30.3% in the
first three months of the year.

Bid premiums are a good indica-
tor of the strength of the M&A mar-
ket: Average bid premiums tend to
rise in periods of instability and fall
off when confidence returns to the
market.

Following the decline in the
value of shares at the start of the
year, bid premiums shot up. Oppor-
tunistic buyers looking to take ad-
vantage of cheap valuations were
forced to pay high premiums in or-
der to convince shareholders to
tender shares that had been worth
substantially more a few months
before.

As equity markets have rallied,
premiums have come down, reflect-
ing an increasing consensus on the
fair value of companies.

“The fall in bid premiums is re-
flective of a convergence in value-
perception between buyers and sell-
ers,” said Daniel Stillit, an analyst at
UBS AG. “After stock prices had
fallen far and fast, sellers were reluc-
tant to part with their shares at os-
tensibly depressed levels. As prices
have recovered, sellers are more
willing to consider letting go, and
some bids may be viewed as less op-
portunistic.”

 —For more, visit
efinancialnews.com

By Maria Abi-Habib

And Bob Davis

ISTANBUL—Saudi Arabia is nego-
tiating a substantial contribution to
the International Monetary Fund in
large part to assure its ownership
share of the fund isn’t reduced, its
central banker said.

“If you look at the track record of
Saudi since the ’70s you’ll see the will-
ingness to support the IMF when oth-
ers were unwilling or unable,” said
Muhammad al Jasser, governor of the
Saudi Arabian Monetary Authority.

He wouldn’t disclose the
amount or the terms of Saudi Ara-
bia’s contribution, but a person
with knowledge of the talks said it
is likely to be about $10 billion. Eu-
ropean nations, as a whole, have
contributed $175 billion.

Saudi Arabia has long had an out-
size role in the IMF, compared with

its economic size. It is one of only
eight countries at the IMF to have its
own board member. The other 16
board members represent a number
of the IMF’s 186 countries each. It
also has a 3.2% stake in the IMF,
while the Saudi economy repre-
sented 0.8% of global GDP in 2008, ac-
cording to World Bank calculations.

The IMF now is in the middle of
a politically charged fight to shift
ownership by at least five percent-
age points from industrialized to
big developing countries like China
and India, so it will come close to a
50-50 split. The clear losers in the
fight are European nations whose
share of the global economy has
slipped over time.

Mr. al Jasser argued GDP wasn’t a
good way to judge a nation’s eco-
nomic value. “What is most impor-
tant is the propensity of a country to
disrupt or safeguard the global econ-

omy,” he said. Saudi Arabia is “one of
the most systemically important
countries” because of its central role
in supplying oil. If Saudi Arabia
hadn’t increased production during
the Iraq War, the global economy
would have been battered, he said.

Mr. al Jasser said Saudi monetary
contributions to the IMF over the
years justified a larger share—the
same argument that some European
countries are using too. British Chan-
cellor of the Exchequer Alistair Dar-
ling, for instance, uses the slogan
“no taxation without representa-
tion” to argue that his country’s
share and single-country seat on the
board should be preserved.

“It’s not a question of competi-
tion with the Europeans or non-Euro-
peans,” Mr. al Jasser said. “It’s just to
state our claim [that] the representa-
tion we have is very well justified in
the state of the global economy.”
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U.S. wants Iran to free detainees
Families are also pressing for release of foreign nationals amid talks on nuclear program

Why the word ‘reunification’ was verboten in Washington

By Tomoyuki Tachikawa

TOKYO—Consumer sentiment to-
ward Japan’s economy improved for
the second straight quarter, a Bank
of Japan survey showed, suggesting
households are starting to feel the
benefits of a pickup in corporate per-
formance.

Butfears about worsening employ-
ment conditions grew, the central
bank’s quarterly survey showed. That
could prompt consumers to hold their
purse strings tightly, possibly chok-
ing off a nascent economic recovery.

The BOJ’s consumer sentiment
diffusion index was minus 72.3 in
September, up from minus 81.4 in
June. The index subtracts the num-
ber of consumers who say economic
conditions are worse than a year
ago from the number who say condi-
tions are better.

Last month, 14.9% of respon-
dents said they expect the economy
to improve a year down the road,
compared with 13.9% in June.

The results indicate consumers
have started to believe the worst is
over for the country’s economy, and
are less pessimistic about the outlook,
as exports and industrial production
bounced back from sharp losses trig-
gered by the global financial crisis.

The BOJ’s September tankan sur-
vey, released Oct. 1, also showed that
sentiment among big manufacturers
improved for the second straight
quarter. The headline diffusion in-
dex rose to minus 33 in September,
from minus 48 in the June survey.

However, 43.7% of consumers
said in September they were greatly
concerned about their employment
conditions in the year ahead. This
was up from 41.9% in the previous
quarter. Reflecting such worries,
59.4% told the BOJ they will spend
less over the next year, compared
with 59.2% in June.

Japan’s jobless rate fell to 5.5% in
August from 5.7% in July. But some
analysts think unemployment may
reverse course and reach 6% toward
the end of 2009, as pessimistic com-
pany managers reduce staff further.

Iranian-American Kian Tajbakhsh appears during an August trial in Tehran, in a photo released by Iranian news agency ILNA.
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As we approach the 20th anniver-
sary on Nov. 9, we will chronicle the
events that precipitated the fall of
the Berlin Wall as they played out in
the pages of The Wall Street Journal.

At the end of weekend celebra-
tions marking East Germany’s 40th
anniversary, security forces in East
Berlin stormed a candlelight march
by more than 1,000 people calling
for political changes. Demonstra-
tions were reported in five other
East German cities, and the protests
were considered the largest since a
workers’ uprising was put down by
the Soviets in 1953.

Meanwhile, Hungary’s Commu-
nist Party had voted to disband and
recreate itself as a party of social
democrats in an attempt to survive
multiparty elections with a shred of
its once-absolute power. The move
made Hungary the first Soviet bloc
nation to dissolve its ruling Commu-
nist Party.

The delicate issue of German re-
unification was returning to the
halls of Washington, according to

one Journal article. “U.S. officials
are convinced that the Soviets are
far from ready to see a rebirth of
the Greater Germany that invaded
the U.S.S.R. less than 50 years
ago,” the Journal wrote. Visiting
West German officials tried to re-
assure the first Bush administra-
tion that reunification wouldn’t
mean the return to a nationalist
German superstate.

While the U.S. had formally
pledged to support German reunifi-
cation—as long as it happened dem-
ocratically—the Journal reports
that officials actually were “pro-
foundly uneasy with the idea.” An
aide to then-U.S. Secretary of State
James Baker told the Journal that
the very word “reunification” was
shunned inside the administration
because it connoted a return to Ger-
many’s dark past.

“I prefer to speak of it in terms of
normalization of relations between
the two Germanys on the basis of
Western values,” Mr. Baker told the
Senate Foreign Relations Commit-
tee. “In other words, even in a Eu-
rope where ‘Western values’ pre-
vail, there would still be two Ger-
manys,” the Journal wrote. At left, U.S. servicemen patrol at the Berlin Wall. At right, a Wall Street Journal article from Oct. 9, 1989.

East and West

Japan consumers
are more upbeat
about economy

By Farnaz Fassihi

The United States is asking that
Iran immediately release two jailed
foreign nationals even as it pursues
talks over Tehran’s nuclear pro-
gram, according to people familiar
with the negotiations.

Families, colleagues and friends
of the detainees have collected peti-
tions signed by prominent figures
and written letters to public offi-
cials as part of their far-reaching ef-
forts to win the release of American-
Iranian scholar Kian Tajbakhsh and
Canadian-Iranian Newsweek jour-
nalist Maziar Bahari, who have been
held captive by Iran for nearly three
months.

The State Department says it
pressed Iran on its human-rights
record when representatives of the
two countries sat at the negotiating
table to discuss Iran’s nuclear pro-
gram in Geneva last week. So far,
Iran hasn’t taken any action.

The U.S. didn’t make the release
of Mr. Tajbakhsh, 47, and Mr. Bahari,
42, a condition for further negotia-
tions on the nuclear matter. The U.S.
used the opportunity of the face-to-
face high-level meeting with Iran to
appeal for their release on humani-
tarian grounds and as a measure of
good will, according to the people.

Supporters of the two men hope
the backdrop of the talks will aid
their cause. “If Iran is trying to build
trust with the rest of the world one
good way to do it would be to release
people like Maziar and Kian,” says
Newsweek’s foreign editor Nisid
Hajari.

The two men are the only foreign
nationals arrested in relation to the
recent unrest surrounding contro-
versial presidential elections in
June. Neither has a political affilia-
tion in Iran.

Three young Americans have
been detained since the end of July
by Iran for illegally crossing the Ira-
nian border during a hike in the Kur-
dish areas of northern Iraq. Iran al-
lowed a representative of the Swiss

Embassy to meet with the hikers
last week.

Mr. Tajbakhsh and Mr. Bahari
were arrested soon after the elec-
tions, on different days but under
similar circumstances. Intelligence
officials raided their homes in the
middle of the night, confiscated their
computers, documents and pass-
ports. The two men were taken to the
notorious Evin prison, to the ward
controlled by the intelligence unit of
the Revolutionary Guards. They have
had no access to legal counsel, and
haven’t been charged or sentenced,
according to their families.

Prisoners who have been re-
leased on bail recently from the
same ward say they were blind-
folded most of the day, beaten, psy-
chologically tortured and interro-
gated for up to 12 hours at a time, of-
ten in the middle of the night.

Mr. Tajbakhsh and Mr. Bahari
looked visibly thinner and haggard
when they appeared in televised
mass trials in August next to promi-
nent opposition figures. Each deliv-
ered a confession detailing how, in
their respective roles as academic
and journalist, they had unwittingly
participated in a plot by the West
for a so-called soft revolution
against Iran’s regime.

The court appearance was the
first time their families had seen
them since the arrests. Families and
colleagues dismiss the confessions
and say they were coerced.

Mr. Tajbakhsh’s 2-year-old daugh-
ter, Hasti, ran to the television and
kissed the screen as it showed him
mumbling his confession, and his
wife sobbed, according to family
members. Mr. Tajbakhsh and his fam-
ily were planning to move this fall

from Tehran to New York, where he
was scheduled to start teaching at
Columbia University.

In London, Mr. Bahari’s wife, Pa-
ola Gourley, is eight months preg-
nant with the couple’s first child.
She says her husband’s hollow eyes
in court shocked her.

“Understanding the reality of
where he is and what he is going
through was heart breaking,” says
Ms. Gourley, a British lawyer. Since
his court appearance, she says she has
suffered serious pregnancy complica-
tions threatening her life and the ba-
by’s and has been hospitalized twice.
She says doctors tell her the problems
are related to too much stress.

Mr. Bahari and Mr. Tajbakhsh
have recently been allowed occa-
sional brief phone calls and visits
with their families supervised by a
prison guard.
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Eur Growth I EU EQ LUX 10/06 EUR 7.31 21.2 –0.7 –21.1
Eur Income A EU BD LUX 10/06 EUR 6.61 37.6 20.8 2.4
Eur Income A2 EU BD LUX 10/06 EUR 12.70 37.9 20.8 2.4
Eur Income B EU BD LUX 10/06 EUR 6.61 36.9 20.0 1.7
Eur Income B2 EU BD LUX 10/06 EUR 11.83 37.1 20.0 1.7
Eur Income I EU BD LUX 10/06 EUR 6.61 38.1 21.5 3.0
Eur Strat Value A EU EQ LUX 10/06 EUR 8.25 18.5 –6.3 –27.4
Eur Strat Value I EU EQ LUX 10/06 EUR 8.43 19.2 –5.5 –26.8
Eur Value A EU EQ LUX 10/06 EUR 8.82 21.2 –0.3 –24.3
Eur Value B EU EQ LUX 10/06 EUR 8.13 20.1 –1.3 –25.0
Eur Value I EU EQ LUX 10/06 EUR 10.16 21.7 0.4 –23.7
Gl Balanced (Euro) A EU BA LUX 10/06 USD 16.28 16.7 2.8 –14.8
Gl Balanced (Euro) B EU BA LUX 10/06 USD 15.90 15.8 1.8 –15.6
Gl Balanced (Euro) C EU BA LUX 10/06 USD 16.17 16.4 2.5 –15.0
Gl Balanced (Euro) I EU BA LUX 10/06 USD 16.55 NS NS NS
Gl Balanced A US BA LUX 10/06 USD 16.04 20.7 8.0 –13.4
Gl Balanced B US BA LUX 10/06 USD 15.28 19.7 6.9 –14.3
Gl Balanced I US BA LUX 10/06 USD 16.60 21.3 8.7 –12.8
Gl Bond A US BD LUX 10/06 USD 9.30 12.2 12.3 5.0

Gl Bond A2 US BD LUX 10/06 USD 15.95 12.2 12.2 5.0
Gl Bond B US BD LUX 10/06 USD 9.30 11.4 11.2 4.0
Gl Bond B2 US BD LUX 10/06 USD 14.01 11.5 11.2 4.0
Gl Bond I US BD LUX 10/06 USD 9.30 12.7 12.9 5.6
Gl Conservative A US BA LUX 10/06 USD 14.71 14.2 8.2 –5.4
Gl Conservative A2 US BA LUX 10/06 USD 16.64 14.1 8.1 –5.4
Gl Conservative B US BA LUX 10/06 USD 14.70 13.3 7.1 –6.3
Gl Conservative B2 US BA LUX 10/06 USD 15.85 13.3 7.0 –6.3
Gl Conservative I US BA LUX 10/06 USD 14.76 14.9 9.1 –4.7
Gl Eq Blend A GL EQ LUX 10/06 USD 11.18 25.1 2.7 –25.3
Gl Eq Blend B GL EQ LUX 10/06 USD 10.52 24.2 1.7 –26.0
Gl Eq Blend I GL EQ LUX 10/06 USD 11.77 25.9 3.5 –24.6
Gl Growth A GL EQ LUX 10/06 USD 39.66 23.0 1.1 –25.2
Gl Growth B GL EQ LUX 10/06 USD 33.19 22.1 0.1 –26.0
Gl Growth I GL EQ LUX 10/06 USD 43.95 23.7 1.9 –24.6
Gl High Yield A US BD LUX 10/06 USD 4.24 54.1 26.0 1.8
Gl High Yield A2 US BD LUX 10/06 USD 8.89 54.3 25.7 1.7
Gl High Yield B US BD LUX 10/06 USD 4.24 52.5 24.3 0.6
Gl High Yield B2 US BD LUX 10/06 USD 14.33 53.3 24.6 0.7
Gl High Yield I US BD LUX 10/06 USD 4.24 54.9 27.0 2.5
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NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Australia jumps 2.3% to lead
commodities-powered rally

HF Europe Equity
These funds primarily take long/short positions in European equities. At least 60% of assets
are invested in Developed Greater Europe equities Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending October 07, 2009

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

5 O.E.I. MAC Odey Asset USDiCayman Isl 28.16 55.15 54.17 28.01
(US$) Management Ltd

5 Odey Odey Asset USDiCayman Isl 47.29 50.14 40.60 23.31
European Inc USD Management Ltd

3 Odey Odey Asset EURiCayman Isl 49.89 45.15 44.62 27.55
European Inc GBP Management Ltd

2 OEI Mac GBP Odey Asset GBPiCayman Isl 43.00 37.58 38.98 25.77
Management Ltd

3 Victory Bradshaw Asset USDiCayman Isl 41.47 32.36 7.78 7.05
Capital Management Limited

NS NewSmith UK NewSmith Asset EURiCayman Isl 17.55 30.28 22.87 NS
Hedge Fund EUR Management LLP

2 Eclectica Eclectica Asset USDiCayman Isl –9.38 29.76 10.13 8.18
Fund USD Management LLP

NS SYSTEIA Systeia Capital EURiIreland 8.39 29.71 24.24 NS
EQUITY QUANT Program Management

2 Eclectica Eclectica Asset EURiCayman Isl –6.36 29.03 14.10 11.15
Fund EURO Management LLP

5 AlphaGen Gartmore USDiCayman Isl 36.33 24.88 7.92 16.47
Rhocas Fund Limited (Class A) Investment Ltd.
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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

Is India’s rally too hot?
Warning signs flash
after year’s 74% rise;
‘bouts of euphoria’

FUND SCORECARD
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By V. Phani Kumar

And Colin Ng

Australia and most other Asian
stock markets rose Wednesday,
with resource shares rallying on the
back of strong commodity prices as
gold hovered near its record high.

Investors were also looking for-
ward to U.S. third-quarter earnings,

which kicked off
later on Wednes-
day with aluminum
giant Alcoa report-
ing.

“There are few negatives seen,
with increasing optimism about
profit-margin expansion and not
necessarily top-line revenue growth
driving the market,” said Bell Potter
Senior Client Adviser Stuart Smith.

In Sydney, the S&P/ASX 200 rose
2.3% to 4695.70. Japan’s Nikkei
Stock Average of 225 companies
gained 1.1% to 9799.60, and Hong
Kong’s Hang Seng Index climbed
2.1% to 21241.59.

Gold miners jumped after spot
gold prices hit a record high. Austra-
lia’s Lihir Gold soared 5.7% and
Newcrest Mining surged 6.7%; in
Hong Kong, Zhaojin Mining Indus-
try rose 4.6% and Zijin Mining
Group gained 4.2%.

Gains in base-metal prices Tues-

day also helped BHP Billiton, up
3.2%, and Rio Tinto, up 5.2%, in Syd-
ney, while a rise in crude-oil futures
lifted Santos 1.2%. PetroChina
climbed 3.6% in Hong Kong.

Miners and energy stocks also
outperformed in other Asian mar-
kets. Korea Zinc soared 7.5% in
Seoul and Sumitomo Metal Mining
was up 5.4% in Tokyo. Japan’s Inpex
gained 2.9%.

Japanese materials manufac-
turer Tosoh jumped 6.8% and peer
Showa Denko soared 11%, after the
Nikkei newspaper reported the two
were starting to produce safe, low-
cost materials for lithium-ion batter-
ies with an eye toward growing de-
mand for green vehicles.

Elsewhere, Taiwan’s Taiex
gained 1% to 7608.66, and the Philip-
pines’ main index jumped 2.9% to
2967.06.

In New Zealand, heavyweight
Telecom Corp. of New Zealand fell
2.3% and Fletcher Building lost
2.1%. Forsyth Barr broker David
Price said weakness in these two
stocks was likely due to index adjust-
ments from offshore parties.

In Taipei, banks, land-asset plays
and construction stocks got a boost
from the weaker U.S. dollar, with Ca-
thay Financial Holding up 5.2% and
Fubon Financial 2.1% higher.

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.

By Shefali Anand

NEW DELHI—Indian stocks are
hurtling back toward last year’s all-
time highs, fueled by foreign inves-
tors, but some see warning signs.

Foreign institutional investors
have poured $12.7 billion into Indian
stocks this year, more than making
up for the $12 billion they withdrew
in 2008 as they shied away from
risk.

India is part of a broader push
into emerging markets by U.S. and
other developed-country investors
who have been increasingly taking
on new risk in an effort to boost re-
turns. These investors are encour-
aged by India’s healthy economic
growth—expected to be at least 6%
for the fiscal year ending March
2010—and an improved earnings
outlook for local companies.

Foreign direct investment into In-
dia has also picked up in recent
months, with approximately $16.6
billion invested through July, ac-
cording to the most recent data
available. Since then, several compa-

nies, including Ford Motor Co. and
Toyota Motor Corp., have an-
nounced plans for new manufactur-
ing initiatives in India.

Still, given the sharp run-up in
stocks, even some investors who are
bullish on India in the long term
have turned cautious. India remains
vulnerable to the unpredictable
mood of global investors, many of
whom are currently optimistic that
the U.S. and global economies are im-
proving. If the recovery falters, it
could cause investors to pull back
from India and elsewhere. “Senti-
ment is going to be the major factor
in the equity market,” says Joseph
Tan, Asian chief economist at Credit
Suisse’s private-banking division.

Rusty Johnson, portfolio man-
ager of the $1.7 billion Harding Lo-
evner Emerging Markets fund in the
U.S., said, “We’ve…seen India in the
past go through bouts of euphoria.
There’s some room for correction.”

India’s benchmark Bombay
Stock Exchange Sensitive Index, or
Sensex, is up 74% for the year, mak-
ing it one of the best performers in
the world. In comparison, the
broader MSCI Emerging Markets In-
dex is up 60% and the Dow Jones In-
dustrial Average was up 11% as of
Tuesday’s close.

At its current level of 16806.66,
the Sensex is less than 20% away

from its all-time high of 20873.33,
hit in January 2008. This year’s
sharp gains followed steep losses:
The Sensex fell 61% between its peak
last year and the trough in early
March.

Another cautionary sign: Inves-
tors in India find that stocks are ex-
pensive compared with their earn-
ings, particularly for companies in
the technology and materials indus-
tries.

“We’re not finding a lot of things
to buy cheap today” in India, says
Mr. Johnson, who lately has been al-
locating new cash flowing into his
fund to stocks of other emerging
countries. The fund has a neutral
weighting on India.

The Sensex currently has a
price-to-earnings ratio of 20, on a
12-month trailing basis; a year ago
its P/E was 13, according to Thom-
son Reuters. The P/E of the MSCI
Emerging Markets Index was 19 as
of Tuesday.

Investors are also wary of a num-
ber of initial public offerings that
are slated to hit the market over the
next few months, especially of com-
panies tied to real estate. Develop-
ers including Emaar MGF Land Ltd.
and Lodha Developers Ltd. are plan-
ning to raise more than $1 billion.
Last year, Emaar and other compa-
nies had to shelve their IPOs due to
poor market conditions.

ASIAN-PACIFIC
STOCKS

Sources: Thomson Reuters Datastream; 
Reuters (photo)
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Wednesday’s close: 16806.66, 
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The Bombay Stock Exchange 
displays India’s benchmark 
index on its facade, last week 
in Mumbai.
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Saudi king’s visit to Syria
sets stage for cooperation

Nobel for antibiotics tool
Trio win chemistry prize for work that has led to cures for diseases

Chemistry Nobel Prize winners, from left: Venkatraman Ramakrishnan, Thomas
Steitz and Ada Yonath.

By Marek Strzelecki

And Malgorzata Halaba

WARSAW—Polish Prime Minis-
ter Donald Tusk shuffled his cabinet
Wednesday in an effort to minimize
the consequences of an alleged cor-
ruption scandal involving ruling-
party officials.

Mr. Tusk dismissed Deputy
Prime Minister Grzegorz Schetyna,
Justice Minister Andrzej Czuma and
Deputy Economy Minister Adam
Szejnfeld and started a process nec-
essary to dismiss the head of the
anticorruption office.

The shuffle follows a scandal that
allegedly involved the sports minis-
ter and the head of the ruling Civic
Platform party’s parliamentary club,
both of whom resigned earlier.

Mr. Tusk acknowledged that how
he handles the allegations is the
first serious political test for his coa-
lition cabinet, formed two years
ago. “Public trust has been the foun-
dation of my cabinet from the start
and it has been crucial when we saw
[the] first signs of the global crisis,”
Mr. Tusk said. “Recent events have
raised justified doubts among Poles

and as result trust in the govern-
ment has faced a test.”

Poland will hold a presidential
election next year and a general elec-
tion in 2011. Mr. Tusk will be running
for president, and is now considered
a favorite. A presidential win would
enable Mr. Tusk’s Civic Platform to
proceed with much-needed struc-
tural reforms, analysts say.

“Tusk and his party are clearly
the markets’ favorites and any indi-
cation that Tusk’s or [Civic Plat-
form’s] likelihood of success in the
coming elections has been affected
should be negative for Polish assets
and the zloty,” Bank Nordea wrote in
research note Wednesday.

Mr. Szejnfeld on Monday said he
had been involved in drafting gam-
bling legislation that was allegedly
the subject of illegal lobbying by Civic
Platform politicians at the request of
a businessman who owned gambling
outlets. Mr. Szejnfeld stressed that
his role was transparent and reduced
to the usual process of preparing min-
isterial opinions on drafted laws.

A spokesman for Mr. Czuma de-
clined to comment. Mr. Schetyna’s
press office wasn’t available.

Polish premier dismisses
several cabinet members

ASSOCIATED PRESS

STOCKHOLM—Americans Ven-
katraman Ramakrishnan and
Thomas Steitz and Israeli Ada Yo-
nath on Wednesday won the 2009
Nobel Prize in chemistry for the
atom-by-atom mapping of protein-
making factories within cells.

The Royal Swedish Academy of
Sciences said their work on ribo-
somes has been fundamental to the
scientific understanding of life and
has helped researchers develop an-
tibiotic cures for various diseases.

This year’s three laureates all
generated three-dimensional mod-
els that show how different antibi-
otics bind to ribosomes. “These
models are now used by scientists
in order to develop new antibiot-
ics, directly assisting the saving of
lives and decreasing humanity’s
suffering,” the academy said.

The researchers used a method
called X-ray crystallography to pin-
point the positions of the hundreds
of thousands of atoms that make
up the ribosome. “This knowledge
can be put to a practical and imme-
diate use; many of today’s antibiot-
ics cure various diseases by block-
ing the function of bacterial ribo-
somes,” the Nobel citation said.
“Without functional ribosomes,
bacteria cannot survive. This is
why ribosomes are such an impor-
tant target for new antibiotics.”

The scientists’ work builds on
Charles Darwin’s theory of evolu-

tion and, more directly, on the
work done by James Watson, Fran-
cis Crick and Maurice Wilkins, who
won the 1962 Nobel Prize in medi-
cine for mapping DNA’s double he-
lix, the citation said.

In 2006, Roger D. Kornberg
won the Nobel Prize in chemistry
for X-ray structures that showed
how information is copied to mes-
senger RNA molecules, which
carry information from DNA to
the ribosomes.

“Now, one of the last pieces of
the puzzles has been added—under-
standing how proteins are made,”
said Prof. Gunnar von Heijne of the
Swedish Academy of Sciences, the

chairman of the Nobel committee
for chemistry.

The Indian-born Mr. Ramakrish-
nan, 57 years old, is the senior sci-
entist and group leader at the Struc-
tural Studies Division of the MRC
Laboratory of Molecular Biology in
Cambridge, England. Mr. Steitz, a
69-year-old born in Milwaukee, is a
professor of molecular biophysics
and biochemistry at Yale Univer-
sity and attached to the Howard
Hughes Medical Institute, both in
New Haven, Conn. Ms. Yonath, 70,
is a professor of structural biology
at the Weizmann Institute of Sci-
ence in Rehovot, Israel.

ECONOMY & POLITICS

Syrian President Bashar Assad, right, welcomes Saudi King Abdullah al-Saud at
the presidential palace in Damascus on Wednesday.
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By Julien Barnes-Dacey

DAMASCUS—Saudi King Abdul-
lah al-Saud started a two-day visit to
Syria Wednesday, marking a thaw in
relations between the two Arab pow-
ers andsetting the stage forcoopera-
tion on regional issues from Leba-
non to the Palestinian territories.

Authorities in Damascus wel-
comed King Abdullah in extravagant
fashion, adorning the capital’s
streets with Saudi flags. Syrian Pres-
ident Bashar Assad hosted a state
banquet, and the two leaders
awarded each other their respective
states’ highest honors.

The visit is King Abdullah’s first
to Syria since he ascended the
throne in 2005, and it goes some
way in healing a four-year rift be-
tween the two countries. Relations
soured after Saudi Arabia accused
Syria of complicity in the 2005 assas-
sination of former Lebanese Prime
Minister Rafik Hariri, who was close
to the Saudi monarchy. Syria has al-
ways denied the allegation.

Political stalemates in Lebanon

and the Palestinian territories were
expected to dominate meetings be-
tween Saudi and Syrian officials dur-
ing the visit. Both countries exert in-
fluence on opposing sides of those
standoffs. Analysts also expected
King Abdullah to press Mr. Assad to
loosen his country’s ties with Iran.

King Abdullah and Mr. Assad
held brief talks Wednesday, which
Syrian officials described as “posi-
tive and constructive,” according to
Buthaina Shaaban, political and me-
dia adviser to the Syrian president.

“Syrian-Saudi relations are
headed toward excellent progress,”
state media quoted her saying.

The king is accompanied by a sig-
nificant delegation of Saudi govern-
ment officials, who are expected to
discuss political and economic coop-
eration with their Syrian counter-
parts. Among the delegation were
the ministers of finance and foreign
affairs, as well as the head of Saudi
intelligence. The two sides signed a
tax-cooperation agreement Wednes-
day, according to the Syrian state
news agency SANA.
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By David Enrich

And Joann S. Lublin

An outside review of Citigroup
Inc.’s management team has con-
cluded that it is generally in good
shape but that some shuffling of se-
nior executives might be needed, ac-
cording to people familiar
with the matter.

The review, conducted
this summer for Citigroup’s
board by recruiting and con-
sulting firm Egon Zehnder
International, was triggered
by the U.S. government’s
stress tests of top banks last
spring. Companies found to
need more capital were re-
quired to conduct assess-
ments of their management
and report the findings to
federal regulators.

The Federal Deposit Insurance
Corp., which has had concerns about
the qualifications of Chief Executive
Vikram Pandit and his top manage-
ment team, required that Citigroup
hire an outside firm to perform the
review. In a sign of the sensitivity
about the report inside the company,
the document hasn’t been circulated
in electronic form and is printed on

paper that can’t be photocopied.
Egon Zehnder’s report, delivered

to Citigroup’s board Friday, awarded
strong overall marks to Citigroup’s
management team and to Mr. Pandit
in particular, according to the peo-
ple familiar with the matter.

The report provided less-favor-
able assessments of at least two of
Mr. Pandit’s lieutenants, Vice Chair-
man Lewis Kaden and Chief Adminis-
trative Officer Don Callahan, the peo-
ple said. Mr. Kaden’s responsibilities
include Citigroup’s legal, human-re-
sources and government-relations

departments, while Mr. Cal-
lahan is in charge of the
New York company’s opera-
tions and technology.

Citigroup’s board met
Tuesday morning to start
discussing the findings and
how to respond to them.
The meeting didn’t yield
any final decisions. The op-
tions include removing cer-
tain executives and reas-
signing or clarifying their
job responsibilities, accord-

ing to people familiar with the pro-
cess. Citigroup directors also could
decide not to make any changes.

A Citigroup spokesman declined
to comment. Messrs. Callahan and
Kaden couldn’t be reached. Citi-
group Chairman Richard Parsons de-
clined to comment through a com-
pany spokesman. An FDIC spokes-
man wasn’t immediately available
to comment.

HSBC is in advanced talks
on buying RBS Asian assets

Citigroup review hints
at management changes
Pandit wins approval,
but two lieutenants
may be vulnerable

Vikram Pandit

FSA gives bankers lesser penalty
MONEY & INVESTING

By Adam Bradbery

LONDON—The U.K.’s Financial
Services Authority on Wednesday
said it has censured two portfolio
managers at Dresdner Kleinwort,
the investment banking arm of Ger-
many’s Dresdner Bank AG, for using
insider information when it came to
selling bonds issued by Barclays
PLC.

This is the first time that the FSA
has censured someone for this kind
of activity rather than issuing a
heavier penalty and it is the result of
a successful fight by the two Dresd-
ner staffers against the detail of the
regulator’s allegations for which
fines are the usual penalty.

The lowered penalty raises the
possibility of more attempts to fight
back against FSA allegations in the
future.

The FSA said Darren Morton, a di-
rector at Dresdner, which is now
part of Commerzbank AG, and Chris-
topher Parry, a vice president at the
bank, sold the bonds issued by Bar-
clays because they had information
about a new issue due to be placed
by the U.K. bank that gave investors
more favorable terms.

The floating-rate notes—bonds
with coupons that rise and fall in
line with market or official interest
rates—were sold in March 2007 to
two counterparties who com-
plained to Dresdner about the
trades when new floating-rate notes
were issued, the FSA said.

Messrs. Morton and Parry
worked for Dresdner’s K2 struc-
tured-investment vehicle, which

held $65 million of Barclays floating-
rate notes. On March 15, Mr. Morton
was given inside information about
the new issue of notes, which he
shared with Mr. Parry, the FSA said.
The two portfolio managers then
agreed to sell K2’s entire holding of
the old note, the FSA said. Com-
merzbank declined to publicly com-
ment on the matter.

The two counterparties, which
bought the bonds and which the FSA
declined to name, were unaware of
the imminent new issue and, when it
was announced that day, they made
$66,000 of mark-to-market losses,
the regulator said.

The regulator said Messrs. Mor-
ton and Parry committed market
abuse because they sold the original
notes based on information about
the new issue even though it found
they believed they were acting in ac-
cordance with market practice. The
FSA said it doesn’t accept that such
a belief is reasonable.

The FSA normally fines or bans
people from working in financial ser-
vices if they are found to have com-
mitted market abuse, but Messrs.
Morton and Parry used their option
to have the case heard by the FSA’s
regulatory decisions committee,
which is made up of senior figures in
financial-services firms. The com-
mittee downgraded the punishment
to a public censure from a fine, ac-
cording to a person familiar with
the matter.

“Our action reflects the fact that
some market participants may, in
the past, not have paid sufficient at-
tention to their obligations in this

area,” said Margaret Cole, FSA direc-
tor of enforcement. “Future offend-
ers will be likely to face significantly
more severe sanctions.”

The FSA said its decision to issue
a public censure took into account
the fact that Messrs. Morton and
Parry didn’t make a personal profit
from the trades. The censure will ap-
pear on the two men’s entries in the
FSA’s register of approved people. It
isn’t the weakest form of punish-
ment because the regulator can pri-
vately warn individuals.

Ms. Cole said the FSA will work
with the financial-services industry
to make sure firms and their staffs
are aware of their obligations with
regard to the treatment of inside in-
formation.

The case shows that individuals
can challenge FSA market-abuse
cases if they feel allegations are un-
founded, according to Simon Morris
of law firm CMS Cameron McKenna.

“Firms and individuals should al-
ways scrutinize the FSA’s market-
abuse allegations, calling in market
evidence to rein in its wilder
claims,” said Mr. Morris. “While re-
sulting in a censure, the outcome in
this case vindicates the two individu-
als’ refusal to roll over and accept all
of FSA’s allegations.”

Only one of the two individuals is
currently employed by Com-
merzbank, a person familiar with
the matter said. Dresdner’s K2 was
one of about two dozen bank-
backed structured-investment vehi-
cles that faced collapse after the
credit crisis struck in August 2007
and their funding dried up. It sold its
remaining assets to Commerzbank
in June.

By Rick Carew

HONG KONG—HSBC Holdings
PLC is in advanced discussions to
buy the retail- and commercial-
banking assets of Royal Bank of
Scotland Group PLC in China, India
and Malaysia, according to a person
familiar with the situation.

The emergence of HSBC as the
leading bidder comes after exclu-
sive talks between RBS and Stan-
dard Chartered PLC about those as-
sets have stalled over price, the per-
son said. It isn’t clear that Standard
Chartered is out of the race com-
pletely, but its bid appears to have
lost momentum.

HSBC is making a push to extend
its reach further in Asia’s relatively
healthy banking markets. It is com-
peting with Singapore’s DBS Group
Holdings Ltd. to buy the Asian pri-
vate-banking assets of ING Groep
NV for about $1.5 billion in a contest
that could be decided later this
month. Last month, HSBC said it
will return the principal office of its
group chief executive to Hong Kong,
a small but symbolic gesture to
China, where it hopes to list its
shares.

“RBS is in ongoing discussions
with bidders for the remaining as-
sets it has decided to sell in Asia and
will make further announcements,
as appropriate, in due course,” said
RBS spokeswoman Yuk Min Hui in a
statement.

Spokespeople for HSBC and Stan-
dard Chartered declined to com-
ment.

The assets are the final piece of
an auction that began earlier this
year to sell Royal Bank of Scotland’s

retail- and commercial-banking as-
sets across the region. The British
lender wants to trim its operations
to repay a U.K. government bailout
during the financial crisis, shedding
some operations it acquired as the
leader of a consortium that ac-
quired Dutch financial-services firm
ABN Amro.

HSBC, Standard Chartered and
Australia & New Zealand Banking
Group Ltd. were short-listed as bid-
ders in the auction of the RBS busi-
nesses this year.

ANZ agreed in August to buy
some of RBS’s retail- and commer-
cial-banking operations in Asia for
$550 million, giving the Australian
bank what it described as a stepping
stone into the region. ANZ bought
RBS’s retail- and commercial-bank-
ing operations in Taiwan, Sin-
gapore, Indonesia and Hong Kong,
and its institutional businesses in
Taiwan, the Philippines and Viet-
nam. Pakistan’s MCB Bank Ltd. paid
$87 million for RBS’s Pakistan opera-
tions.

ANZ said Tuesday it could take
another look at the China business
up for sale, but said no active talks
were under way.

“ANZ would be prepared to look
at the RBS assets in China if finan-
cial sense could be made of that,” a
spokesman for the Melbourne-
based bank said. “At present, how-
ever, our priority is around regula-
tory approvals and integration plan-
ning for the assets in the six coun-
tries where we have already reached
agreement with RBS.”

RBS is planning to retain its in-
vestment-banking operations and
corporate-banking business in Asia.
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