
By Ulrike Dauer

FRANKFURT—Goldman
Sachs Group Inc. Chairman
and Chief Executive Lloyd
Blankfein said that the anger
over bank compensation pro-
gramsandbonuseswas “under-
standable and appropriate”
and that multiyear guaranteed
employment contracts “should
be banned entirely.”

“There is little justification
forthe payment of outsized dis-
cretionary compensation

when a financial institution
lost money for the year,” Mr.
Blankfeintold abanking confer-
ence Wednesday in Frankfurt.

Banks around the world
have come under criticism for
paying out huge bonuses to
managers while the sector has
been hit by historically large
losses, even after some had re-
quested government aid. Much
of the criticism has centered on
thepayment of bonuses to indi-
vidual bankers based on how
much money they earn for the

bank, which critics claim en-
courages them to try to maxi-
mize returns by taking bigger
risks.

“Noone should get compen-
sated with reference to only his
or her own P&L,” Mr. Blankfein
said, referring to bankers’ indi-
vidual profit-and-loss ac-

counts and adding that com-
pensation should encourage
teamwork.

“Multiyear guaranteed em-
ployment contracts should be
banned entirely,” Mr. Blankfein
said. “We should all recognize
that they are bad for the long-
term interests of our industry
and the financial system.”

Some governments already
are taking action to limit bank-
ers’ compensation, and leaders
of the Group of 20 industrial
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Goldman urges pay changes
Multiyear guaranteed contracts should be banned, CEO Blankfein says
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Bill of health
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SAFE HAVEN: People wait to be rescued on a highway in the Ikitelli district of Istanbul on Wednesday. Dozens were stranded in their
vehicles, as waters rose more than a meter high. Page 2.

Lehman’s legacy

Finance overhaul falters as
shock of 2008 fades
News in Depth, pages 16-17
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n European banks, insurers
shed some state aid ...... Page 3

By Anand Gopal

KABUL—The U.N.-funded
elections watchdog in Afghan-
istan has begun to throw out
fraudulent ballots from the
country’s presidential ballot-
ing, a day after a tally includ-
ing contested votes put Ha-
mid Karzai over the 50% he
needs to avoid a second
round.

The Electoral Complaints
Commission, a United Na-
tions-sponsored body respon-
sible for investigating allega-
tions of fraud and miscon-
duct, has been looking into
more than 600 serious accusa-
tions, Commissioner Grant
Kippen said. The accusations
include instances of ballot
stuffing and voter intimida-
tion. In some cases, the com-

mission has disqualified re-
sults from entire polling sta-
tions.

Although Mr. Kippen de-
clined to say how many votes
have been thrown out so far,
the commission has rendered
verdicts on 25 to 30 cases,
and expects to reach deci-
sions on more in coming
days. The cases that have
been decided are from Af-
ghanistan’s southern prov-
inces, where most votes went
to Mr. Karzai, he said.

The decisions to disqual-
ify votes put Mr. Kippen’s
commission in a politically
delicate spot. The ballots un-
der scrutiny include enough
votes that, if discarded, could
erode Mr. Karzai’s lead and
majority, obliging him to sur-
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Flash floods kill at least 20 people in Turkey

Innocence Lost
What Germany has
learned about itself in
Afghanistan. Page 14

U.K. aide
to advise
funds
on rules

Marketplace: Steve Jobs takes center stage at Apple’s iPod event
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Afghan body scraps

fraudulent votes

By Laurence Norman

And Margot Patrick

LONDON — The U.K.’s
hedge funds and private-eq-
uity firms have to adjust their
tactics in their opposition to a
European Commission direc-
tive, the U.K.’s financial-ser-
vices minister Paul Myners
plans to say late Thursday.

Earlier this year, the Euro-
pean Union unveiled the Alter-
native Investment Fund Man-
agers directive, requiring
them to disclose more infor-
mation and hold minimum lev-
els of capital, among other
things. Hedge-fund managers
say the disclosures will erode
their competitive advantage,
and British officials fear it
could drive some U.S. and Asia-
based firms out of London.

The U.K. government fears
hedge funds and private-eq-
uity firms’ blanket rejection
of the directive actually helps
their opponents, by making it
seem the industry wants only
to return to the pre-crisis sta-
tus quo.

Lord Myners plans to say
the government supports
some tightening of regulation
and EU-wide standards, an of-
ficial for the U.K.’s Treasury
said, and that businesses
needed to have face-to-face
meetings with government of-
ficials, as well as to start offer-
ing constructive counter pro-
posals, rather than wholesale
dismissals. “We haven’t yet
seen the effort needed from
the industry,” he said.

Inside

Markets

Britain’s top share index, the
FTSE 100, surpassed 5000
nearly a year after Lehman’s
collapse sent investors run-
ning. Other European mar-
kets also gained. U.S. shares
rose, but gains were tem-
pered by concerns about con-
sumer spending. Pages 19, 20

n Spain’s prime minister un-
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budget deficit. Page 2

n European banks and insur-
ers that had to be rescued
are seeking to shed some
state aid and prove their re-
turn to health. Page 3

n German companies made
14.8% more insolvency filings
in the first half of 2009 than
they did a year earlier, raising
credit-crunch fears. Page 3

n Europeans give Obama
high marks, according to a
German Marshall Fund sur-
vey, but are skeptical of U.S.
foreign-policy goals. Page 4
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Fed survey found. Page 11

n Vivendi bid $2.9 billion for
Brazilian fixed-line telecom
operator GVT, as part of an
effort to offset slowing
growth in Europe. Page 10

n Kraft covets Cadbury for
the U.K. company’s hold on
consumers in India and other
emerging markets. Page 7

n GM could close up to three
plants if it were to keep con-
trol of its European operations
as part of a revised plan un-
der consideration. Page 7

n Italian e-commerce fashion
company Yoox took a step
toward listing on the Milan
stock market. Page 6

n An Aeromexico plane trav-
eling from Cancun to Mexico
City with 104 passengers was
hijacked briefly, but all were
released unharmed. WSJ.com

n Richemont provided a cau-
tious outlook as its sales fell
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n No downgrade is expected
of the triple-A sovereign rat-
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high taxes are stifling invest-
ment from oil firms in the
North Sea basin. Page 19

Copyright © 2009, Oracle. All rights reserved.

Oracle’s acquisition of Sun is subject to certain closing conditions. Please refer to
Oracle’s SEC filings for additional risks related to the proposed acquisition of Sun.

1. Spend more money developing SPARC than Sun does now;

2. Spend more money developing Solaris than Sun does now;

3. Have more than twice as many hardware specialists selling
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4. Dramatically improve Sun’s hardware performance by
tightly integrating Oracle software with Sun hardware.
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– Larry Ellison
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It ain’t what you do, it’s
the way that you do it.
Moody’s latest thinking on
triple-A sovereign ratings is
that the key to a country’s
creditworthiness is the cost,
not the quantity, of its debt.

Bond markets so far have
provided stunning amounts
of debt at very low rates to
governments. Even so, U.S.
and U.K. interest costs are
likely to flash danger signals
in coming years.

For Moody’s, the key met-
ric is interest payments as a
percentage of revenue, and
the danger point is 10%, a

level at which it believes debt
becomes a serious constraint
on government-spending poli-
cies. It forecasts the U.S. and
U.K. will hit this level in 2012,
although that doesn’t mean a
downgrade is inevitable.
There is a buffer zone that de-
pends on how credible it is
that the rise can be reversed.
That puts the onus onto gov-
ernment actions, because eco-
nomic growth alone is un-
likely to repair the damage.

Quantitative easing has so
far helped obscure the need
for fiscal tightening. Central
banks have been buying gov-

ernment debt, helping to keep
interest costs low in the U.S.
and U.K. At some point, cen-
tral banks must withdraw
quantitative easing or risk
damaging their credibility. If
governments don’t have credi-
ble fiscal tightening policies in
place at this point, the bond
market could react violently.

This transition already
seems under way in the U.K.,
where Chancellor Alistair
Darling and Conservative
leader David Cameron have
made speeches this week on
approaches to reining in
spending. But the point will

come where actions, rather
than words, are necessary.

—Richard Barley

More at WSJ.com/Heard

Taking down the barricades as gold miners end hedging

Limits on the Cadbury bid
Kraft Foods is facing the

usual heat on an acquirer to
raise its bid for Cadbury. But
investors hoping for a big
bump could be disappointed.

At roughly $16.5 billion,
Kraft’s cash-and-share bid
for London-listed Cadbury
reflects a premium of nearly
30%. But some shareholders
say the bid is insufficient,
coming at a time when the
company is wrapped up in a
restructuring that could
boost profit. Cadbury shares
have soared nearly 10%
above Kraft’s bid.

On the face of it, the deal
benefits justify Kraft’s origi-
nal offer. The expected $625
million in annual cost sav-
ings, assuming a tax rate of
30%, are worth $4.4 billion if
put on a multiple of 10 times,
a reasonable level for a cash
stream that won’t grow. Sub-
tract upfront integration
costs, and the savings are
worth about $3.5 billion.

And it’s probably fair to
say Cadbury’s valuation was
roughly on the mark before
Kraft came around. The com-
pany’s enterprise value was

equal to 9.3 times next
year’s expected earnings be-
fore interest, taxes, deprecia-
tion and amortization, ac-
cording to Infinancials. Her-
shey and Nestlé both trade
not far from nine times
Ebitda.

So why raise the bid? For
one thing, the deal will give
Kraft unmatched scale and
access to faster-growing
markets.

But Kraft has limitations.
The company has about $3
billion in net debt, and
would pile on another $6.8
billion to finance the cash
portion of its current offer.
Pushing debt levels much fur-
ther would threaten Kraft’s
investment-grade rating.

Without a competing bid,
Cadbury has little leverage.
And with the shares up al-
most 40%, investors have
much to lose if Kraft walks.
Given its enviable assets, Cad-
bury should be able to extract
more. But investors hoping
for another 15% or so have
gotten ahead of themselves.

 —John Jannarone and
Matthew Curtin

Debt reckoning ahead

U.K. eyes low reserve rate
Central bank aims
to persuade banks
to deploy more money

Lehman Europe administrator seeks faster return of funds

Source: Moody’s

Pushing the limits

Base case for U.K. 
government borrowing.
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By Natasha Brereton

LONDON—The Bank of Eng-
land’s Monetary Policy Committee
is likely to keep its bond-buying pro-
gram at £175 billion (about $290 bil-
lion) on Thursday, but policy mak-
ers may be considering additional
measures to enhance the effective-
ness of those purchases.

Economists expect the BOE to an-
nounce that it will continue its £175
billion quantitative easing program
and leave its benchmark interest
rate at 0.5% when it ends its regular
two-day meeting Thursday.

But some economists believe the
BOE might opt to lower the interest

that banks get paid on reserves held
at the central bank to encourage
them to use the extra money it is
pumping into the economy.

Asked about the issue in August,
BOE Gov. Mervyn King didn’t rule
out following the lead of Sweden’s
central bank, which said in July that
it would reduce its deposit rate to mi-
nus 0.25%, meaning that banks have
to pay to store excess reserves. Mr.
King said it would be useful to think
about ways to encourage individual
banks to use their reserves to buy
other assets, to magnify the impact
of its quantitative easing policy.

“It’s an idea we will certainly be
looking at to see whether, in fact,
the effectiveness of our asset pur-
chases could be increased by reduc-
ing the rate at which we remunerate
reserves,” Mr. King said.

The BOE has pumped more than
£140 billion into the economy since
March, but there is still little evi-

dence that money is finding its way
into households and businesses.

The BOE’s Monetary Policy Com-
mittee “should consider reducing
the remuneration on reserves and
probably will,” said Alan Clarke, U.K.
economist at BNP Paribas. Because
the latest tranche of quantitative eas-
ing purchases runs out just ahead of
the November meeting, “we see a
strong argument for announcing it
at the October MPC,” but September
is also a possibility, he said.

It isn’t clear that a marginal reduc-
tion in the return for holding reserves
at the BOE would encourage banks to
invest more widely in an environment
where investments have become
more risky as a result of the recession.
If banks are already happy to receive a
return of 0.5%—far lower than what
they could earn by lending to compa-
nies and consumers—reducing that
rate further looks unlikely to encour-
age them to move funds elsewhere.

Analysts say the BOE may be more
likely to penalize excess reserves
above a certain level, as former Mone-
tary Policy Committee member
Charles Goodhart recently proposed.

Some also argue that, with the
U.K. economy seemingly on the cusp
of an upturn, reducing the rate paid
on reserves could boost recovery ex-
pectations, pushing up long-term in-
terest rates and counterproductively

weakening the impact of the central
bank’s policy stimulus measures.

Indeed, recent data continue to
suggest the U.K. economy is likely to
grow in the third quarter. The trade
deficit was unchanged in July from
June, figures showed Wednesday, but
exports and imports both recorded
their largest increases since January
2008. —Laurence Norman

contributed to this article.
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Still pumping
The U.K. central bank has injected funds into the economy 
several times a month since March
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Is risk appetite back? With
gold, it never went away.

That is why Barrick Gold is
selling up to $4 billion of stock
to buy out most of its remain-
ing hedge book. A reason for
buying gold-mining shares is
exposure to gold price move-
ments. Hedging damps this.

This decade, hedging has

fallen out of favor. Barrick,
one of the last holdouts, has
seen its stock trail the sector
this year.

Barrick cites a positive out-
look for gold prices for its de-
cision, but this should be
treated with caution. Miners
unwinding hedges lend sup-
port to gold prices. Barrick’s

unwinding efforts so far have
likely helped the recent push
to more than $1,000 an ounce.

AngloGold Ashanti now
sticks out as the last big miner
with a significant hedge book.
If it follows suit, that could fur-
ther support gold prices.

It also could pose a chal-
lenge to exchange-traded

funds providing direct expo-
sure to gold. Miners without
hedge books offer an alterna-
tive, with leverage on profit
margins and dividends to
boot. Against that, they carry
operating risk. Competition
for the dollars that gold bugs
so often deride is heating up.
 —Liam Denning

By Ainsley Thomson

LONDON—Lehman Brothers
Holdings’ European administrator,
PricewaterhouseCoopers, plans to
meet Thursday with the investment
bank’s former clients to discuss pos-
sible ways to speed the return of
about $9 billion of clients’ assets.

The move comes three weeks af-
ter the U.K.’s High Court rejected
Pricewaterhouse’s application for
the court to sanction the use of a le-
gal process called a scheme of ar-
rangement, which was designed to
achieve a quicker solution by deal-

ing with Lehman’s clients collec-
tively, rather than negotiating bilat-
eral agreements. Pricewaterhouse
has said it could take up to a decade
to return assets via bilateral pacts.

In an interview, joint administra-
tors Steven Pearson and Tony Lo-
mas said that in addition to meeting
with hedge-fund representatives—
one of Lehman’s biggest client
groups—they will appeal the High
Court ruling this week.

“We will find a way of expediting
the return of assets, of that I am con-
fident,” Mr. Pearson said.

Justice William Blackburne

ruled that the court doesn’t have ju-
risdiction to sanction the agree-
ment because a scheme of arrange-
ment can apply only to creditors,
not clients, and can’t be used in a
way that would compromise clients’
proprietary rights.

“We disagree,” Mr. Pearson said.
“We think it is a very narrow inter-
pretation of how [the relevant por-
tion of the law] works.”

If the Court of Appeal deter-
mines in favor of the administra-
tors’ appeal, the former clients of
Lehman’s European operations,
who number around 1,000, will be

asked to vote on the scheme of ar-
rangement. At least 50% of the total
number of creditors representing
no less than 75% of the $9 billion in
assets need to approve for it to be
sanctioned.

“Notwithstanding the judge’s rul-
ing, we have very good reason to be-
lieve the industry supports this
scheme and that we would get the re-
quired majorities,” Mr. Lomas said.

If the scheme of arrangement is
passed, Messrs. Lomas and Pearson
hope to begin distributing the as-
sets by the second half of 2010.

If the appeal fails, or if the clients

reject the scheme of arrangement,
the administrators will continue
with a backup plan they have been
working on to expedite the return of
assets. Mr. Pearson said they aren’t
ready to share details of the plan, be-
cause it hasn’t been fully tested. He
said the plan “will be potentially
more time-consuming, more costly
and more demanding from an opera-
tional perspective than the current
scheme of arrangement. But I am
confident we will find a solution.”
Meanwhile, Pricewaterhouse contin-
ues to negotiate bilateral agree-
ments with clients.
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Spanish premier tackles budget
Zapatero unveils
plan to rein in
a growing deficit
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Spanish Prime 
Minister José Luis 
Rodríguez Zapatero 
will raise taxes and 
cut spending in an 
effort to rein in the 
country's spiralling 
budget deficit

Source: Organization for Economic Cooperation and Development
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Spain’s budget
deficit as a
percentage of GDP 

Projected budget deficit as a percentage of GDP in 2010 

By Thomas Catan

MADRID—Spain’s Prime Minis-
ter, José Luis Rodríguez Zapatero,
facing criticism for his handling of
the economy, unveiled tax increases
and spending cuts to help contain the
country’s ballooning budget deficit.

The moves come as countries
across Europe are grappling with
sharply wider budget deficits follow-
ing the financial crisis. Ireland sev-
eral months ago moved to raise
taxes and cut spending, and the U.K.
is weighing similar moves.

Mr. Zapatero said in a speech to
Parliament that Spain’s tax burden
would rise by as much as 1.5% of gross
domestic product—around Œ15 bil-
lion ($21.75 billion)—under a series of
unspecified fiscal changes. At the
same time, he vowed to undertake an
“exhaustive purge” of all nonessential
spending by the central government.

“The 2010 budget will be the
most austere in recent years,” he
said, promising to cut government
spending by 4.5%, or Œ8.6 billion.

Spain’s main opposition party,
the conservative Popular Party,
which has long accused Mr. Zapatero
of being in denial about the serious-
ness of Spain’s economic predica-
ment, said the center-left govern-

ment had been spending recklessly
and lacked a coherent plan to right
the economy. “There is no tax in-
crease capable of filling the hole that
you have created,” the Popular Party
leader, Mariano Rajoy, told the prime
minister in Wednesday’s debate.

While bigger euro-zone mem-
bers like France and Germany are
starting to recover from the reces-
sion, weaker members like Spain re-
main mired in recession, spiking con-
cerns about a divergence in the cur-
rency union’s economic fortunes. On
Wednesday, Mr. Zapatero, altering
his usual upbeat one, acknowledged
that Spain would face a lengthy pe-
riod of high unemployment and eco-
nomic difficulty even after it eventu-
ally pulls out of recession.

The global financial crisis
pricked Spain’s debt-fueled housing
bubble in 2008, causing the bloated
construction sector, the engine of
Spain’s 14-year-long economic

boom, to stall. In the face of soaring
unemployment—which at 18.5% is
now twice the rate in the rest of the
European Union—Spain’s debt-
laden households have slashed
spending, hobbling Spain’s only
other major growth engine.

Economists believe Spain is facing
years of economic stagnation, as it
struggles to find new sources of
growth and regain its international
competitiveness. To address the first
point, Madrid is preparing to intro-
duce a bill aimed at shifting Spain’s
growth model from construction to
what it calls a “sustainable economy.”
Details of this remain vague but Mr.
Zapatero has hinted it will include
fresh government incentives for the
renewable-energy sector.

However, the prime minister has
repeatedly dismissed calls from busi-
ness leaders to make Spain’s rigid la-
bor market more flexible. Without
such changes, which are opposed by

Spain’s labor unions, many econo-
mists say the unemployment rate
will remain high for years to come.

Over the past decade, Spain’s la-
bor costs have risen at nearly twice
the rate of the other nations that use
the euro as their currency, making
Spain increasingly uncompetitive in-
ternationally. Because it has no cur-
rency of its own to devalue, econo-
mists say it can regain its competi-
tiveness only through years of pain-
ful wage and price disinflation.

Spain entered the crisis with rela-
tively low levels of public debt com-
pared with other European nations,
but the burden is rising as tax receipts
plunge and government spending
jumps. An extended period of low
growth would make it harder for Spain
to service its debt. Mr. Zapatero ruled
out raising income taxes, but he didn’t
specify what taxes will be raised.

Many private economists expect
Spain’s budget deficit to approach
10% of GDP this year, up from 3.8%
last year. However, Mr. Zapatero
vowed that by 2012 Spain would re-
turn to the 3% deficit limit that euro-
zone members are supposed to ad-
here to under European Union rules.
 —Jonathan House

contributed to this article.
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Fiat SpA established a service
network in China and signed agree-
ments with suppliers for spare parts
after it pulled out of a dealership net-
work run by former partner Nanjing
Automobile Corp. in late 2007. An
Aug. 17 Leading the News article
about Fiat failed to note the agree-
ments for continued service.

ASSOCIATED PRESS

ISTANBUL—Flash floods
roared across a major highway
and a commercial district in Istan-
bul on Wednesday, killing at least
20 people and forcing dozens to
scramble onto the roofs of cars
and trucks. Some of the dead
drowned in their vehicles.

Istanbul Gov. Muammer Guler
said that in addition to the 20
killed, eight people were missing
and 20 others were injured. The
deaths raised the toll in the floods
that have slammed northwestern
Turkey since late Monday to at
least 28.

Fueled by the worst rain in 80
years, waters rose up to two
meters high in the city’s Ikitelli dis-
trict, cutting off the route to Istan-
bul’s main airport and the high-
way to Greece and Bulgaria on the
European side of Istanbul.

The heavy rains caused two
streams to overflow, inundating
hundreds of homes and work-
places.

Rapid population growth—
fueled by decades of emigration
from Turkey’s impoverished rural
regions—has meant that the
sprawling metropolis of 15 million
has developed without adequate
infrastructure or city planning.

The surging water flipped
trucks, cars and buses over, crush-
ing them into piles of debris.
Trapped motorists climbed out of
their vehicles, hoping to be res-
cued. Helicopters lifted stranded
people off rooftops, while inflat-
able boats fought the swirling wa-
ters to go from vehicle to vehicle,
picking up survivors. Some rescu-
ers used nothing but ropes to drag
people across the torrent to
safety.

Mithat Demirata was traveling
in Ikitelli when the waters rose
suddenly. “I grabbed my daughter,
left my car and escaped,” he said.
“I am sure many people were not
able to save their lives.”

Hikmet Cakmak, Istanbul’s dep-
uty governor, described the scene
at Ikitelli as a disaster and said
four helicopters and eight boats
were sent to help with the rescues.

Floods in Turkey
kill 20 more;
8 others missing
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A boy climbs a pole next to pictures of President Hamid Karzai, left, and Vice
President Mohammed Qasim Fahim, top, in Kabul, Afghanistan, this week.

Fraudulent Afghan votes scrapped

and developing nations are expected
to discuss the issue at their summit in
Pittsburgh later this month.

On Wednesday, the Netherlands
Bankers’ Association saidit will imple-
ment a code of conduct for banks next
year that will limit the level of bo-
nuses awarded and strengthen corpo-
rate governance.

According to the Code for Banks,
bonuses for board members can’t ex-
ceed their fixed income by more than
100%. The code also determines that
bonuses can be reclaimed “if long-
term targets will not be met,” said
Kees Verhagen, a spokesman for the
association. “This also means that in
practice bonuses will often be paid in
terms related to achieved targets and
not all at once in advance anymore.”

The code also requires strengthen-
ing of governance, risk management
and auditing for banks. The associa-

tionsaid that thecodewillapplybegin-
ning Jan. 1 and that banks must report
on the implementation of the code’s
regulations in their annual reports.

The concept of performance-re-
lated compensation was applied by
Royal Bank of Scotland Group PLC,
which said Wednesday it has awarded
shares currently valued at £1.02 mil-
lion ($1.68 million) to new Finance Di-
rector Bruce Van Saun. The package is
smaller than recent awards to other
new RBS executives but could never-
theless add fuel to criticism that the
partly state-owned bank should set a
better example on executive pay.

RBS said it awarded Mr. Van Saun
1.8 million shares that can be cashed
out from Sept. 8, 2012, as long as he
meets performance conditions that in-
clude the bank’s share price being
above 70 pence and its total share-
holder return reaching a certain level
against peers. Shares in the bank

closed at 56.9 pence Wednesday.
RBS granted Mr. Van Saun a fur-

ther 905,306 share options at 56
pence that also vest in three years.

Last month, the bank awarded a
share package currently valued at £2.7
million to new retail-branch-network
head Brian Hartzer that can’t be
cashed out until 2012 and most of
which is also conditional on perform-
ance.

Meanwhile, some bankers are tak-
ing legal action to defend their bo-
nuses. A group of 72 former and cur-
rent fixed-income traders at Dresdner
Kleinwort on Tuesday filed a claim in
the U.K.’s High Court for Œ34 million
($49.3 million) in unpaid bonuses
that they say they are owed following
the firm’s takeover by Commerzbank
AG.

—Bart Koster in Amsterdam and
Matt Turner and Margot Patrick in

London contributed to this article.

Continued from first page

Goldman CEO says multiyear pay contracts should be banned

Iran Foreign Minister Manouchehr Mottaki, left, hands unidentified papers to
German ambassador Herbert Honsowitz, his Chinese counterpart Xie Xiaoyan and
U.K.’s deputy ambassador Patrick Davies during a meeting in Tehran Wednesday.

U.S., allies address Iran
Nations seek proof
that nuclear activity
is for peaceful use
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FROM PAGE ONE

Lloyd Blankfein, chairman and CEO of Goldman Sachs Group, speaks at a banking
conference Wednesday, where he said the “clawback” of pay should be permitted.

vive a second round of voting to be
re-elected.

The commission’s fraud investi-
gation could extend into November
or December, delaying the final
count until then and throwing up in
the air the timing of a runoff. “It
will take quite awhile to go through
all of this,” Mr. Kippen said.

Since the Aug. 20 elections, Af-
ghanistan has hung in political
limbo as voting results trickle in
from remote reaches of the country—
often accompanied by allegations
of fraud. The U.S. and its allies have
pressed Afghanistan’s government-
appointed election commission to
throw out suspect ballots, but they
were included in the tally released
Tuesday showing Mr. Karzai with
54.1% of the votes and his main chal-
lenger Abdullah Abdullah with
28.3%. More than 90% of the votes
have been counted.

Weeks after polls closed, precise
turnout figures remain elusive, in
part due to rampant fraud in the to-
tals of registered voters and ballots
cast. Election officials estimate
that a generous percentage of the
5.4 million ballots cast Aug. 20
were fraudulent, submitted by non-
existent “phantom voters.” During
the 2004 presidential elections,

about seven million votes were
cast.

Unraveling the fraud-scarred
polls also could place the Electoral
Complaints Commission in opposi-
tion to the government-backed In-
dependent Election Commission.
Mr. Kippen says the IEC officials
have assured investigators that
they would ultimately comply with
the ECC’s orders to disqualify
votes.

Thus far, the disqualified votes
come from three southern prov-
inces, the heartland of ethnic Pash-
tuns who heavily favor Mr. Karzai,
also a Pashtun. ECC investigators
have disqualified ballots in Spin
Boldak, for example, an area in the
southern province of Kandahar
where pro-Karzai officials removed
all votes for other candidates from
the ballot boxes, officials say. In
other cases, the ECC has ordered re-
counts, such as in the Shorabak
area of Kandahar. That is an area
where tribal elders complained
that government officials pre-
vented them from voting for oppo-
nent Abdullah Abdullah, according
to election officials.

While Dr. Abdullah and other
candidates have vowed not to ac-
cept a Karzai victory—unless thou-
sands of tainted votes are thrown

out—Mr. Karzai’s supporters say
that a second round would be
fraught with danger and logistical
challenges.

“People put their necks out
there, despite intimidation and
rocket attacks, to vote on Election
Day,” said Hajji Sayed Jan, a tribal
elder from Kandahar province. “I
don’t think they will want to go
through this again if there is a run-
off.”

The prospect of the U.N.-backed
body disqualifying enough votes to
force a runoff is bound to heighten
political tensions, at a time when Af-
ghanistan is reeling from a wave of
attacks by Taliban insurgents. U.S.
deaths have increased over the sum-
mer, and August was the deadliest
month for troops since the war be-
gan in 2001. A recent German-or-
dered airstrike on stolen fuel
trucks, which may have killed civil-
ians as well as insurgents, also has
rattled the security situation.

On Wednesday, British comman-
does freed a New York Times re-
porter who had been kidnapped by
militants in northern Afghanistan.
The predawn raid, however, killed
an Afghan journalist working for
the Times as an interpreter. Insur-
gents had abducted British re-
porter Stephen Farrell and Muham-

mad Sultan Munadi, a well-known
Afghan journalist, on Saturday
when the pair went to investigate
the scene of a NATO airstrike that
purportedly killed a large number
of civilians.

Militants fired on the comman-
does during the raid, killing one Brit-
ish soldier. Mr. Farrell and Mr. Mu-
nadi managed to escape during the
firefight, but Mr. Munadi was soon
hit in a storm of bullets, according
to an account of the incident on the

New York Times Web site.
Leaders of Britain, France and

Germany—three countries with
substantial commitments to Af-
ghanistan—are scrambling for
ways to help stabilize the country.
In a joint letter delivered Tuesday,
the leaders urged the U.N. to con-
vene a conference once the elec-
tions are over to “agree on new
benchmarks and timelines” for
transferring authority and respon-
sibility to the Afghans.

Continued from first page
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VIENNA—The U.S. joined major
European powers Wednesday in urg-
ing Iran to “turn the page” and en-
gage in dialogue to prove that its
atomic activities are peaceful.

While stressing that the path to a
negotiated solution to the standoff
remained on the table, Washington
also warned that Tehran is close to
having the capabilities to produce a
nuclear weapon.

Glyn Davies, chief U.S. envoy to
the International Atomic Energy
Agency, said the latest report by the
nuclear watchdog shows that Teh-
ran is very near or already in posses-
sion of sufficient low-enriched ura-

nium to produce one nuclear
weapon, if the decision were made to
further enrich it to weapons-grade.
“This ongoing enrichment activity ...
moves Iran closer to a dangerous and
destabilizing possible breakout ca-
pacity,” Mr. Davies told the agency’s
35-nation board of governors.

The latest IAEA report describes
how Iran now has a minimum of
1,430 kilograms of low-enriched ura-
nium hexafluoride, he added. Iran in-
sists its program is peaceful and
aimed at generating electricity. But
the U.S. and allies contend it is co-
vertly trying to build a bomb.

President Barack Obama and Eu-
ropean allies have given Iran until
the end of September to take up an
offer of nuclear talks with six world
powers and trade incentives should
it suspend uranium enrichment ac-
tivities. If not, Iran could face
harsher punitive sanctions. It al-
ready has defied three sets of United

Nations Security Council sanctions
since 2006 for its refusal to freeze
uranium enrichment.

In Tehran Wednesday, Iranian For-
eign Minister Manouchehr Mottaki
handed his country’s proposals for
new talks to the ambassadors of Brit-
ain, France, China, Russia and Ger-
many—and to the Swiss ambassador,
representing U.S. interests. Details
weren’t immediately known but on
Monday Iranian President Mahmoud
Ahmadinejad said his country will
neither halt uranium enrichment nor
negotiate over its nuclear rights, but
is ready to sit and talk with world
powers over “global challenges.”

“The basis of negotiation will be
this package,” Tehran’s envoy Ali As-
ghar Soltanieh told reporters in Vi-
enna earlier in the day, declining to
divulge any details. Mr. Soltanieh
also reiterated that his country was
ready to clear up questions.

At the U.S. State Department,

spokesman Ian C. Kelly said the Ira-
nian proposal was received early
Wednesday afternoon. He said he
couldn’tcomment onits specifics until
officials had reviewed the document
and consulted with other countries.

Britain, France and Germany
urged Iran to engage in “meaningful
negotiations” aimed at achieving a
diplomatic solution to the interna-
tional standoff over its nuclear pro-
gram.
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Commerzbank’s Martin Blessing, at a banking conference Wednesday in Frankfurt, won’t request more government guarantees.

European banks, insurers shedding state aid
Moves assert return
to health and desire
for fewer restrictions

By Margot Patrick

And Ulrike Dauer

European banks and insurers
that had to be rescued by their gov-
ernments at the height of the finan-
cial crisis are seeking to shed some
of the state aid and prove to inves-
tors their return to health.

Commerzbank AG Chief Execu-
tive Martin Blessing said Wednes-
day that the German bank won’t be
asking for more government guaran-
tees on new bonds it issues, reflect-
ing the lower returns investors are
demanding to buy bank debt as fears
of further bank collapses recede.

In the Netherlands, insurer Aegon
NV plans to repay Œ1 billion ($1.45 bil-
lion) in state aid by Dec. 1, while the
U.K.’s Lloyds Banking Group PLC is
considering tapping shareholders for
new capital in an effort to reduce its
reliance on the government.

The moves show how quickly in-
vestors’ confidence in financial com-
panies has returned as many of the re-
gion’s economies start to recover.
They also demonstrate banks’ desires
to operate unhindered by state inter-
vention as they see opportunities to
increase market share and enter new
business lines.

“The banks less reliant on the
governments are seen as much

stronger and much better for equity
holders as well as management,”
said Irfan Younus, a bank analyst at
NCB Stockbrokers. “It means less re-
strictions on things like paying bo-
nuses and stops having everything
you do at risk of making headlines in
the evening papers.”

Banks are also keen to start pay-

ing dividends to shareholders again,
a restriction the European Union can
impose as a condition of state aid.

Some of the steps being taken
now look like a drop in the ocean in
the context of the collective Œ313 bil-
lion that governments injected into
EU banks in the financial crisis. A fur-
ther Œ2.9 trillion in guarantee mea-

sures were approved by the EU.
Commerzbank’s effort an-

nounced on Wednesday, for in-
stance, is relatively modest com-
pared with those of U.S. banks that
repaid bailout cash. The bank is es-
sentially saying it doesn’t need gov-
ernment guarantees that would
have backed Commerzbank debt, a

guarantee that would make the debt
more attractive to investors.

Commerzbank has used Œ5 bil-
lion of the total Œ15 billion of guaran-
tees on offer. Wednesday, it said it no
longer needs to draw upon the rest
of the commitment. By dropping the
guarantees, it said it would save
about Œ10 million a year in payments
to the government had it kept the op-
tion to draw on the guarantees.

Aegon raised Œ1 billion in fresh
capital a month ago to help it reduce
by one-third the Œ3 billion it owes the
Dutch government and freeing up
Œ370 million it would have spent on
interest payments. Also in the Nether-
lands, ING Groep NV plans to sell as
much as Œ8 billion in assets “as soon
as possible” to pay down the Œ10 bil-
lion lifeline it got in October 2008.

Meanwhile, Lloyds shareholders
are on tenterhooks to see whether the
bankmight rejigger a plan to get a gov-
ernment guarantee on £260 billion
($429 billion) in risky assets and in-
stead raise some new capital. The
bank already repaid about £2.3 billion
of a £17 billion capital injection by re-
deeming some government prefer-
ence shares in May, saving £480 mil-
lion in annual interest costs and allow-
ing it to pay dividends.

By cutting back on government
help, Lloyds might temper expected
European Commission demands for
it to sell off vast swathes of its retail
and consumer lending businesses to
meet state-aid conditions, analysts
say.

Switzerland has recouped its
sole bailout investment in UBS AG.

Corporate insolvencies
raise German credit fears

LEADING THE NEWS

By Geoffrey T. Smith

And Terence Roth

FRANKFURT—The number of
German businesses declaring insol-
vency is rising this year, underscor-
ing government warnings that a
wave of credit defaults could trigger
a second credit crunch.

The German statistics office,
Destatis, said that corporate insol-
vencies filed from January through
June jumped 14.8% from a year ear-
lier. Economists said the trend will
cut deeply into government tax reve-
nue.

Corporate insolvency filings
alone in June were up 15.9% from a
year earlier, compared with a 14.9%
annual increase in May. The total vol-
ume of claims involved in insol-
vency cases, including individuals,
rose to Œ24.4 billion ($35.38 billion)
in the first half from Œ14.7 billion a
year earlier.

Insolvencies are traditionally a
lagging indicator of economic activ-
ity, albeit a highly sensitive one be-
cause of the job losses that generally
accompany them. The German eco-
nomics ministry has warned of the
possibility of a second credit crisis if
a rise in corporate credit defaults
moves banks to rein in lending any
further.

“A very deep sense of crisis” is
still prevalent in many sectors, es-
pecially in engineering and elec-
tronics, said Werner Schnappauf,
head of the Federation of German
Industry. Mr. Schnappauf warned
of a “large and concrete danger
that by the end of 2009 or early
2010, we will be in a generalized

credit crunch.”
A German government commit-

tee last week announced new mea-
sures designed to avert a wide-
spread credit crunch across the
economy, earmarking a total of Œ17.5
billion out of an existing aid package
for loans and guarantees. The pro-
gram is aimed at small and medium-
size companies.

Among recent filings, Arcandor
AG, a retailing and travel company
with 43,000 employees in Germany,
initiated insolvency proceedings in
June after requests for a govern-
ment bailout were turned down.

Some economists expect the
withdrawal of government stimulus
programs could drag on the recov-
ery, even though the scrapping pro-
gram accounted for only Œ5 billion
of an overall Œ40 billion stimulus.

Credit crunched
Aggregate claims against newly 
insolvent German companies 
have in May and June, on average, 
run at more than twice the level 
of a year earlier

2008 2009

Source: German federal statistics
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Flights improved but still have ways to go
More travelers got
bumped this summer,
but less baggage did

ASSOCIATED PRESS

MOSCOW—Russia has made a
once-banned book recounting the
brutality and despair of the Soviet
Gulag required reading in the coun-
try’s schools.

The Education Ministry said ex-
cerpts of Alexander Solzhenitsyn’s
1973 epic “The Gulag Archipelago”
have been added to the cur-
riculum for high-school
students. The three-vol-
ume book was banned by
Soviet censors, sparking
Solzhenitsyn’s retreat into
exile.

The decision announced
Wednesday was taken be-
cause of “the vital histori-
cal and cultural heritage on
the course of 20th-century
domestic history” con-
tained in Solzhenitsyn’s
work, the ministry said.

The move comes de-
spite Russian efforts dur-
ing the past decade to re-
store some Soviet symbols
and, some liberals say, glo-

rify Soviet dictator Josef Stalin. It
wasn’t immediately clear whether
the addition of the book would ap-
ply to the current academic year,
which began Sept. 1.

It is said that more than a million
Russians died in the Gulag, a sprawl-
ing secret network of prison and la-
bor camps created by Soviet

founder Vladimir Lenin and ex-
panded by Stalin.

“The Gulag Archipelago” was
published in the West in 1973, and
circulated in the Soviet Union via
amateur publishing houses thereaf-
ter. Solzhenitsyn’s widow, Natalya,
said in July that the work should be
included in the curriculum, though

not in its multivolume en-
tirety. It isn’t the dissident
writer’s debut in Russian
schools, however. Rus-
sians students have been
studying “One Day in the
Life of Ivan Denisovich,” a
graphic first-person ac-
count of life in a prison
camp, and “Matryona’s
Place,” a novella written
from the perspective of a
freed prisoner that an-
gered Soviet authorities
by comparing life on a col-
lective farm to serfdom.

Solzhenitsyn, who died
in 2008 at the age of 89,
won the Nobel Prize for lit-
erature in 1970.

By Scott McCartney

Airlines arrived on time more,
handled luggage better and logged
fewer consumer complaints this
summer than last year. But the im-
provement was overshadowed by
nightmarish flights and other trou-
bles that underscore how far the
business still has to go.

One especially horrific Delta Air
Lines Inc. international trip in July,

for example, ar-
rived 20 hours late,
after a plane and its
replacement both
suffered mechani-

cal problems and a nonstop flight
turned into a long-distance esca-
pade, as passengers boomeranged
from New York to Atlanta and back
to New York before finally leaving
for Venice.

In addition, more than 440
planes were stuck on tarmacs for
more than three hours in June and
July alone—and that doesn’t in-
clude a diverted Continental Ex-
press regional jet with 47 passen-
gers that sat overnight in Rochester,
Minn., in August because another
airline wouldn’t open a terminal.

Meanwhile, problems persist at
New York area airports, despite
some tweaks to improve congestion
there. Those festering issues make
it hard to believe that this summer,
on the whole, was better than last
year and a significant improvement
over miserable travel experiences in
the 2007 “summer of travel hell.”

The main reason for better re-
sults: Recessionary cuts in airline
schedules have reduced congestion
at airports and in the sky. The total
numberof airlineflightsin June,July
and August combined fell 10% this
yearcompared withlast year,accord-
ing to data from FlightStats.com, a
flight tracking and alert service.

Airlines say baggage handling im-
proved because baggage fees have
led to far fewer checked bags. In
June and July, according to the U.S.

Department of Transportation, air-
lines recorded 4.1 mishandled bag-
gage reports for every 1,000 passen-
gers, down from 5 for the same
months of last year.

AirTran Airways was tops at bag-
gage handling; AMR Corp.’s Ameri-
can Airlines was worst among major
airlines.

Overall in June, July and August,
77.6% of all airline flights arrived on
time, or within 15 minutes of their
scheduled arrival, according to
FlightStats, compared with 74.2%
last year. Best among major airlines:
Alaska Airlines, with 85.3% of
planes arriving on time. In a repeat
from last summer, American was
worst, at 70.8%. A spokesman for
American says the airline has im-
proved its operation, but so have
competitors. “We’re making
progress,” he said.

The average delay was 58 min-
utes, down from 61 minutes last
year, according to FlightStats.

“I think this has been a much bet-
ter summer than we’ve seen over the
last three or four years,’’ said Mike
Sammartino, director of system op-
erations at the Federal Aviation Ad-
ministration’s command center.

Better weather and changes at
the FAA were factors along with less
traffic. One particular bright spot:
Chicago’s O’Hare International Air-
port, where a new runway helped
flip the on-time arrivals rate to a bet-
ter-than-average 78.2% this summer
from a dismal 66.9% last summer.

But the New York area remains a
trouble spot, and delays there radi-
ate across the country. At New
York’s LaGuardia and Kennedy air-
ports, 65% of flights arrived on time
in June, July and August combined;
Newark Liberty International Air-
port in New Jersey was only fraction-
ally better at 66%. Still, in the same
months of 2008, all three of those
airports were below 59% in on-time
arrivals, according to FlightStats.

Mr. Sammartino says air traffic
in New York hasn’t declined as much
as in other parts of the country, leav-
ing the airspace and airports con-
gested. To improve operations the
FAA created a round-the-clock hot-
line so that all airlines could listen
to and participate in planning be-
tween different air-traffic control fa-

cilities in the Northeast.
In addition, it set up a new

weather-predicting system in New
York and a new traffic-management
system was installed in Newark to
avoid traffic jams in the sky. And at
Kennedy Airport, controllers began
allowing take-offs from two run-
ways in the morning, instead of one,
with a third runway for arrivals.

Airlines say a more-subtle
change comes from improved rela-
tions with air-traffic controllers.

FAA Administrator Randy Babbitt
has removed controller names from
incident reports when planes, for in-
stance, get closer than about five ki-
lometers apart on approach to land-
ing. In the past, controllers worried
so much about being disciplined
that they would keep jets about
eight to 10 kilometers apart, slow-
ing down traffic.

Newark, for example, routinely
landed 45 planes an hour in 2005
but slid to 40 an hour in good
weather over the past few years.
This summer, controllers cleared as
many as 48 to 50 planes to land
some hours, according to the FAA.

“The FAA has made some good
steps,’’ said Mark Moran, executive
vice president of operations at Con-
tinental Airlines Inc.

Continental has smoothed out
its own schedule at Newark to avoid
jams at peak hours, has tried to antic-
ipate weather problems a day ahead
and cancel flights ahead of FAA or-
ders to thin out schedules.

“On an operational basis, sum-
mer has been better and we’ve done
a lot of things to make it better,’’
said Continental Chief Executive
Larry Kellner. He notes there was a
major exception: the Continental Ex-
press fiasco in Rochester. Despite ef-

forts by the crew and dispatcher to
resolve the situation, “results for
the customers were clearly unac-
ceptable,’’ he said.

So, too was the experience for
Delta Flight 186 on July 26, which
also highlights airlines’ and the
FAA’s ongoing inefficiency in balanc-
ing delays, work rules and customer
service when storms strike.

Rodney Glover and his wife left
Tampa in the morning to catch the
6:30 p.m. New York departure to
Venice. Bad weather forced the wide-
body Boeing 767-400 to sit several
hours in a JFK conga-line of jets
waiting to takeoff. The DOT tracks
wait time for domestic flights (not
international) and counted 10 that
waited more than four hours to
leave JFK that night.

Flight 186’s auxiliary power unit
failed during the wait and the air-
craft had to return to a gate. The
plane could fly domestically with-
out the unit, but not to Europe. With-
out spare pilots or airplanes in New
York, the airline decided to fly pas-
sengers to Atlanta to swap both air-
craft and crew rather than fly an
empty plane to New York.

After passengers scrambled to
use vouchers from Delta for food
from a Dunkin Donuts shop, the
plane took off at 1:33 a.m. with more
than 200 aboard, including about
150 people headed to the same
cruise ship in Venice as Mr. Glover. It
landed at 3:52 a.m. and passengers
were rushed onto another 767-400.
Then they sat waiting for the plane
to be catered. By 6:21 a.m., the flight
was on its way to Europe.

Or so they thought. Off the coast
of New York, the second aircraft’s
weather radar failed and the flight
was diverted back to JFK. They
landed at 9:07 a.m. and waited until
the afternoon for a new crew. Delta
handed out food vouchers, but
“have you ever seen what you can
get at JFK for $7?’’ the 77-year-old
Mr. Glover said.

The plane landed in Venice 30
hours after passengers originally
boarded in New York—with buses
from the cruise line waiting to meet
them.

Delta had the highest percentage
among major airlines of complaints
filed by consumers at the DOT for
June and July. Spokesman Anthony
Black said the primary driver of com-
plaints has been mishandled bag-
gage, and the airline invested $100
million last year in its baggage sys-
tem in Atlanta.

On Flight 186, Delta said passen-
gers were flown to Atlanta in the
middle of the night because the air-
line determined that was the most
efficient and fastest way to get them
to Venice. The airline bases its
767-400 pilots and 21 planes in At-
lanta because more 767-400 flights
depart daily from that airport than
New York, Mr. Black said.

“Itwasanunfortunateevent—dou-
ble mechanical (problems) on one of
the worst weather daysof the month,”
he said. Mr. Black noted passengers
were compensated with vouchers.
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Russia schools to assign Gulag epic

Passengers waiting at the United airport counter in Chicago. Travel this summer
was better compared than last year and the 2008 ‘summer of travel hell.’

U.K. releases football fan
jailed in case in Bulgaria

THE MIDDLE
SEAT

Late author Alexander Solzhenitsyn, shown signing copies
of ‘The Gulag Archipelago’ in Vladivostok in a file photo.

ASSOCIATED PRESS

LONDON—Britain pardoned an
English football fan who spent four
years in prison for attempted mur-
der in Bulgaria, saying another man
had confessed to the crime.

British Justice Secretary Jack
Straw said Wednesday he pardoned
Michael Shields, 22 years old, after
new evidence “profoundly changed
the credibility of the various ac-
counts of what actually happened in
this case.” Another man, whom Mr.
Straw didn’t name, confessed to the
attempted killing at the time Mr.
Shields was on trial in Bulgaria in
2005, Mr. Straw said.

Legal experts said Bulgaria
didn’t accept that written confes-
sion.

Mr. Shields left detention Wednes-
day morning, calling his four years in
custody “a living hell.” He had been
transferred to Britain in 2006 to com-
plete his 10-year sentence.

Mr. Shields said he must now re-
build a “life which was shattered by
the failure of two legal systems, one
here in the U.K. and one in Bul-
garia.”

Mr. Shields and other fans were
visiting Bulgaria after seeing Liver-

pool FC win the Champions League
football final in neighboring Turkey
in 2005. Bartender Martin Georgiev
was attacked when he tried to break
up a brawl between fans, suffering
head injuries when he was struck
with a paving stone.

MARKETPLACE

Mr. Shields
called his four
years in custody
‘a living hell.’
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By Dan Fitzpatrick

And Kara Scannell

Bank of America Corp. fired back
in its disputes with New York Attor-
ney General Andrew Cuomo and the
U.S. Securities and Exchange Com-
mission, asserting that Mr. Cuomo’s
allegations of the lender’s wrongdo-
ing were “spurious” and rejecting
suggestions that bank officers hid
behind lawyers while defending de-
cisions made during the takeover of
Merrill Lynch & Co.

The counterattack from the Char-
lotte, N.C., lender arrived Tuesday
in a letter to Mr. Cuomo’s office and
in a brief filed Wednesday to the fed-
eral judge being asked to approve a
$33 million settlement with the SEC
over the bank’s nondisclosure of
Merrill bonuses. In its court brief,
the bank argued there is “nothing ne-

farious” about the settlement and
“no basis” for any suggestion that
the bank lied in a merger proxy docu-
ment about its approval of $3.6 bil-
lion in year-end compensation for
Merrill employees.

The letter to Mr. Cuomo’s office
from Bank of America outside attor-
ney Lewis Liman addresses claims
made Tuesday by David Markowitz,
chief of Mr. Cuomo’s investor-pro-
tection bureau, who accused the
bank of “indiscriminate invocation
of the attorney-client privilege” and
“hindering” efforts to determine
which company officers potentially
should be charged with securities-
law violations. Mr. Markowitz also
outlined four Bank of America “fail-
ures” to tell shareholders material
information related to the bank’s
takeover of Merrill.

“The basic premise of the letter

is simply wrong,” Mr. Liman wrote.
The bank, Mr. Liman said, hasn’t

“offered reliance on legal advice as a
justification for its disclosures” and
“no one has sought to take unfair ad-
vantage of the assertion of the privi-
lege by hiding information from
your office or anyone else.” He also
said that Mr. Cuomo’s office re-
jected requests to talk about the “rel-
evant facts” of the case.

A spokesman for Mr. Cuomo’s of-
fice said Wednesday that Bank of
America’s letter was “riddled with
inaccuracies,” and the office stands
by its position.

“Bank of America’s officers have
clearly contended that they should
not be charged because they sought
and relied on advice of counsel in
good faith,” the spokesman said. “If
Bank of America is disavowing the
claims of its officers, we will con-

sider this new position accord-
ingly.”

The bank also addressed ques-
tions about attorney-client privi-
lege in its Wednesday brief to fed-
eral Judge Jed Rakoff, noting that it
hadn’t invoked this protection while
discussing the SEC’s case and that it
hadn’t relied on the advice of coun-
sel for the writing of the merger
proxy. Instead, outside lawyers pre-
pared it without the help of bank ex-
ecutives, the bank said, and the
proxy made “no material omission”
about the Merrill bonuses.

Bank of America filed its brief in
response to a request from the judge
for information about the proposed
settlement.

In a separate court filing Wednes-
day, the SEC said the bank’s argu-
ment that it didn’t violate the proxy
rules “run counter to the fundamen-

tal principle that it is the responsibil-
ity of the issuer” to provide accurate
proxy statements.

“Shareholders are entitled to
rely on the representations in the
proxy itself, and are not required to
puzzle out material information
from a variety of external sources,”
the SEC said.

The SEC had been criticized by
Judge Rakoff for fining Bank of
America and its shareholders in-
stead of pursuing charges from indi-
viduals at the bank. In its brief, the
SEC said the penalty “will send a
clear message” that failing to dis-
close separate documents beyond
the proxy is unacceptable.

The bank told the judge in its
brief that if the settlement isn’t ap-
proved, Bank of America “stands
ready to litigate.”

BofA punches back against Cuomo, SEC in Merrill dispute

Obama remains popular among Europeans
U.S. foreign policy
is less successful,
Marshall Fund finds

Note: Survey was conducted by TNS Opinion, mostly by phone, of a random sample 
of 1,000 men and women in each country surveyed between June 9 and July 1, 2009. 
Margin of error: +/-3 percentage points
Source: German Marshall Fund
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Global opinions | Americans, Europeans and Turks respond to a German Marshall Fund survey

LEADING THE NEWS

By John W. Miller

BRUSSELS—Barack Obama’s
popularity is shrinking at home, but
Europeans still give the American
president high marks, according to
a public-opinion survey in the Euro-
pean Union, the U.S. and Turkey.

The report, released Wednesday
by the German Marshall Fund,
showed a record 77% of Europeans
approve of Mr. Obama’s handling of
international affairs, compared with
19% support for former President

George W. Bush a year ago. In Ger-
many, Europe’s biggest country, the
jump was 80 percentage points, the
biggest increase in any category in
the seven-year history of the survey.

“Beyond the hype about
‘Obamamania,’ this is a tsunami, a
once-in-a-generation bounce in pop-
ularity,” says Ronald Asmus, execu-
tive director of the fund’s Trans-At-
lantic Center in Brussels.

The news is less good for U.S. for-
eign policy. Europeans remain highly
skeptical about American goals for Af-
ghanistan, American diplomatic pres-
sure directed at Iran’s nuclear pro-
gram, and American support for Tur-
key’s admission into the EU. “The
president has not been able to con-
vert personal popularity into real sup-
port for policies,” Mr. Asmus says.

While 47% of Americans support
the possibility of a strike against
Iran to get the country to eliminate a
nuclear-weapons threat, only 18% of
Europeans do.

After the Sept. 11, 2001, attacks,
invading Afghanistan was one thing
the U.S. and Europe agreed on. Now,
with no end in sight, the European
public has grown weary of the war.

A majority of people in the coun-
tries surveyed, except the U.S., want
their troop presences there reduced
or withdrawn. In Poland, 68% of re-
spondents want their country’s
troops brought home; in the U.K.,60%;
in Germany, 56%; and in the U.S., 30%.

Mr. Obama has pledged to send
21,000 more soldiers to Afghani-
stan, and the top U.S. commander in
the country, Gen. Stanley McChrys-

tal, is expected to ask for tens of
thousands more. The president has
said he is counting on continued Eu-
ropean support for the mission to
stabilize Afghanistan.

With only three weeks before
German national elections, a North
Atlantic Treaty Organization air-
strike in Afghanistan on Friday that
Afghan and Western officials have
said killed as many as 130 people, in-
cluding civilians, has heightened
doubts in Germany. The attack was
called in by German troops who felt
under threat, and carried out by U.S.
planes. An inquiry is under way.

Turkey seems increasingly dis-
tanced from both the EU and U.S., de-
spite Mr. Obama’s trip to the coun-
try in April. Only 3% of Turks say the
U.S. should be their country’s “ma-

jor international partner.”
Says Mr. Asmus, “If you’re in the

State Department, you have to be
frustrated that Obama’s efforts
didn’t spill over into public support
for the U.S.”

European attitudes toward Tur-
key joining the EU remain ambiva-
lent. Only 12% of French and 16% of
Germans say the 27-nation bloc wel-
coming Turkey would be “a good
thing,” compared with 41% of Ameri-
cans. Michael Emerson, an analyst
at the Brussels-based Center for Eu-
ropean Policy Studies, said this
shows the time isn’t ripe for Turkish
membership. “The political facts
are transparent that a sufficient
number of European states don’t
want Turkey in,” he says.
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Navigation, with help from Apple
For many iPhones,
turn, turn, turn
using these apps

WSJ.com

By Walter S. Mossberg

Among its many features, Apple’s
iPhone is equipped with GPS and in-
cludes manual, written driving direc-
tions built into its standard Maps ap-
plication. But that function doesn’t
automatically bring up each turn se-
quentially,and it lacks voice prompts.

Now, a number of companies
have launched, or will soon launch,

iPhone apps that
do offer voice-
prompted, auto-
mated, turn-by-
turn navigation. Of

course, many other cellphones have
long offered such services. But the
iPhone’s large screen, decent mono
speaker and large selection of car
mounting kits make it a tempting
navigation device.

I’ve been testing four such apps:
from TomTom, Navigon, AT&T and
Fullpower. The last, called MotionX
GPS Drive, isn’t available in Apple’s
app store as I write this. In the case
of the Navigon MobileNavigator,
which is already available, I tested
an updated version expected to hit
the store shortly.

One big downside: Because Ap-
ple doesn’t allow third-party iPhone
apps to run simultaneously with the
device’s core functions, any incom-
ing or outgoing phone call will inter-
rupt all these apps during routing.
When the call is over, the apps will
automatically resume and continue
your route. And none of these apps
work on the original iPhone, only

the 3G and 3GS.
Some of the apps take up a large

amount of space on your iPhone, be-
cause they store all their maps lo-
cally. Others are much slimmer, be-
cause they download the apps on
the fly, but these require you to have
good cellular or Wi-Fi coverage at
least at the start of a navigation ses-
sion.

In my tests, on both local streets
and highways, all four apps ate up
big chunks of the iPhone’s battery
life. So, I recommend that you em-
ploy a car charger when running
them. Also, they all work much bet-
ter and more safely if you use a wind-
shield or dashboard mount.

None of the apps stood out as
much better than the others at navi-
gation, though they have different
styles and features. All include the
usual lists of local businesses and
other points of interest.

n TomTom: The U.S. and Can-
ada navigation app costs $100 and
takes up a whopping 1.2 gigabytes of
space on your phone. But there is no
subscription fee and the maps are al-
ways present. Like a stand-alone
navigation device, it uses big icons
and lettering in its menus. It worked
OK in my tests, except that it took a
little longer than the others to ac-
quire a GPS satellite signal to accu-
rately situate itself. TomTom’s app
doesn’t have live traffic informa-
tion, doesn’t provide a text sum-
mary of your planned route, doesn’t
announce street names and doesn’t
integrate control of the iPhone’s mu-
sic player.

Like all of its rivals, TomTom can
fetch destinations from addresses
in your iPhone’s contact list. But it
didn’t understand a typical Washing-
ton, D.C., street name, such as “11th
St., NE.” TomTom plans an extra-

cost mounting kit
that includes a bet-
ter speaker, a power
plug and a GPS re-
ceiver more potent
than the iPhone’s.

n Navigon Mo-
bileNavigator: This
app costs $90, and it
takes up 1.3 GB on
the iPhone because
it also stores all the
maps. There is no re-
curring fee. I
thought Navigon
had the cleanest in-
terface and the best
3D map view, includ-
ing representations
of some highway-
exit and speed-limit
signs. The app syn-
chronizes with a
Web site where you
can plan trips. It
also barks the word
“caution” at you
when you are speed-
ing.

But the voice in
Navigon was the least distinct, and
while it generally did OK in my tests,
it thought my D.C. test address was a
bridge. It also lacks a text route sum-
mary and live-traffic reports,
though the new update I tested now
announces street names and inte-
grates music control.

n MotionX-GPS Drive: Of all the
apps, this one looks and works most
like a typical iPod app, and least like
a navigation program ported from
another device. Its main screen has
a clever menu arranged in a circle.
It’s also fairly small—just 10 mega-
bytes or so. But it must download
maps and other info each time you
start a route. This also allows it to

update the informa-
tion on the fly. Drive
also is potentially
the cheapest of the
four apps I tested. It
will cost $1.99 and
include a 30-day
free trial. After that,
it’s $25 a year.

This app worked
well in my tests, and
is packed with fea-
tures, including live
traffic, a text route
summary, and inte-
grated music con-
trol. It understood
my D.C. test ad-
dress, but it doesn’t
announce street
names, and its func-
tion buttons are
very small and la-
beled with tiny
type.

n AT&T Naviga-
tor: The iPhone ver-
sion of this existing
service, like Drive,
downloads maps

and info on the fly, but it takes up
even less space on the phone—just
2.3 megabytes. That means you
need a good connection at the start
of a trip. It worked OK for me. Its in-
terface is clean, and it has a route
summary, live traffic and announce-
ment of street names. It also under-
stood my D.C. test address. And it
synchronizes saved addresses with
a Web site. But it is potentially the
priciest. The app itself is free but us-
age costs $10 a month.

None of these apps is perfect, but
each adds a new dimension to the
iPhone.

Email to mossberg@wsj.com.
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By Jessica Hodgson

SAN FRANCISCO—Steve Jobs
took the stage at an Apple Inc. prod-
uct event on Wednesday, marking
the first public appearance by the
chief executive since returning from
medical leave after receiving a liver
transplant earlier this year.

Mr. Jobs, who appeared thin and
spoke with a scratchy voice, was
greeted with a standing ovation and
lengthy applause from the crowd.
He told the audience he had received
the liver of a young adult who died in
a car accident, and urged the crowd
to become organ donors.

“I wouldn’t be here without such
generosity,” Mr. Jobs said. He also
thanked the senior Apple executive
team for running the company "very
ably during a very difficult time."

Mr. Jobs hadn’t appeared at such
an event since last October. He
bowed out of his usual keynote at the
Macworld trade show in January
and went on leave shortly thereafter,
sparking concerns about his health.

On Wednesday, Apple unveiled
newfeaturesforitsiPodmusicplayers
as well as lowering some prices. The
company said it is adding a built-in
video camera and FM radio to its iPod
nano, which starts at $149. It added
storage capacity for its iPod touch de-
vices, which now start at $199.

The changes follow signs that
iPod sales growth was slowing and
Microsoft Corp.’s recent announce-

ment that a new version of its Zune
HD music player would sell at $199,
dramatically undercutting Apple's
high-end iPods.

Mr. Jobs also unveiled a new op-
erating system for its iPods, as
well as a new version of its iTunes

online music store.
Among the new features in

iTunes: greater ability to share music
and other digital content between dif-
ferent computers in a single home
and a feature called iTunes LP, which
brings additional digital content like

lyrics, videos and artwork to albums
purchased on the store.

While it remains one of the com-
pany’s biggest businesses, iPod
sales have cooled. In the quarter
ended June 27, Apple reported that
iPod shipments fell 7% from a year
earlier to 10.2 million units. Sales
have fallen in part due to the reces-
sion but also because of the success
of Apple’s iPhone, a smart phone
which combines most of the func-
tionality of the high-end iPod touch.

Apple marketing chief Phil
Schiller told the crowd the com-
pany had sold more than 20 million
iPod touch units so far and that iPod
had 73.8% of the digital player mar-
ket.

Eric Schmidt, the CEO of Google
Inc., was also present at the event,
held in a downtown San Francisco
venue. Mr. Schmidt resigned from
Apple’s board a little over a month
ago after his company increasingly
entered businesses that competed
with Apple’s, particularly mobile
and computer operating systems.
 —Yukari Iwatani Kane

and Ben Charny
contributed to this article.

Steve Jobs takes center stage at Apple event
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TomTom can get destinations
from addresses in your iPhone.
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Steve Jobs, in San Francisco
Wednesday, thanked his
executives for running Apple
‘very ably’ during his leave.

Online today
See more coverage of

Steve Jobs’s presentation and
a gallery of photos from the event

at WSJ.com/Technology

By Yukari Iwatani Kane

And Roger Cheng

Palm Inc. unveiled a thinner,
less-expensive smart phone called
the Pixi, part of the handset mak-
er’s effort to turn itself around.

The announcement comes
three months after Palm launched
its Pre phone, which is positioned
as a rival to smart phones such as
Apple Inc.’s iPhone.

Palm also said it was cutting the
Pre’s price to $149 with a two-year
service agreement with provider
Sprint Nextel Corp. and after a $150
instant rebate and a $100 mail-in re-
bate. The Pre previously cost $199 af-
ter rebates. The move makes the Pre
more competitive with the iPhone,
which starts at $99.

While Palm declined to provide
pricing for the Pixi, the company
considers the Pixi to be a less-ex-
pensive alternative to the Pre,
much like the Centro was a con-
sumer-friendly counterpart to the
company’s long-running Treo line.

“We took the formula that was
successful with the Pre and we
packaged it for someone who was
looking for something more afford-
able,” said Katie Mitic, senior vice
president of marketing for Palm.

Palm said the Pixi will be avail-
able through Sprint in time for the
holiday season and is aimed at
younger consumers.

The new Pixi and the Pre price
cut are Palm’s latest actions to re-
capture lost market share. The
Sunnyvale, Calif., company had
been a leader in the smart-phone
market, but fell behind rivals such
as Apple and BlackBerry maker Re-
search In Motion Ltd. over the
past several years.

Private-equity firm Elevation
Partners bought a stake in Palm in
2007 and brought in new execu-
tives, including former Apple exec-
utive Jon Rubinstein. Mr. Rubin-
stein became Palm’s chief execu-
tive in June.

The success of the Pixi is impor-
tant for Palm and Sprint, which
need to increase their customer
bases. While Palm’s Pre was well-
reviewed, it lost some momentum
when initial sales were hurt by sup-
ply constraints that meant the de-
vices were largely confined for
sale at Sprint stores.

The phones eventually became
available to U.S. retail chains such
as Best Buy Co., but some analysts
believe Palm has sold fewer Pre
phones than expected.

Neither Sprint nor Palm have
disclosed Pre sales figures. Palm is
slated to post fiscal first-quarter
results on Sept. 17.

The Pre and the Pixi also face
strong competition as Sprint is ex-
pected to launch several high-pro-
file smart phones in coming
months, including HTC Corp.’s
Hero, powered by Google Inc.’s An-
droid software, in October.

Palm said the Pixi will have
many of the same features as the
Pre, including the company’s we-
bOS operating system that allows
people to easily and speedily con-
nect to the Internet.

Unlike the Pre, however, the
Pixi has an exposed keyboard in-
stead of one that slides out. It also
will have interchangeable back
covers. Palm said it plans to re-
lease pricing details closer to the
device’s launch.

Palm unveils
smaller phone,
drops Pre price
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.30 $25.94 0.19 0.74%
Alcoa AA 21.40 12.81 0.21 1.67%
AmExpress AXP 9.80 34.09 0.60 1.79%
BankAm BAC 148.80 17.04 0.02 0.12%
Boeing BA 5.50 50.53 1.03 2.08%
Caterpillar CAT 11.90 48.41 1.44 3.07%
Chevron CVX 7.50 70.33 –0.15 –0.21%
CiscoSys CSCO 42.70 22.23 0.31 1.41%
CocaCola KO 7.50 50.63 0.22 0.44%
Disney DIS 18.30 26.95 0.67 2.55%
DuPont DD 8.70 31.36 –0.47 –1.48%
ExxonMobil XOM 18.30 70.50 –0.15 –0.21%
GenElec GE 147.60 14.87 0.37 2.55%
HewlettPk HPQ 15.70 45.98 0.51 1.12%
HomeDpt HD 10.00 27.38 –0.10 –0.36%
Intel INTC 46.30 19.93 0.13 0.66%
IBM IBM 4.70 116.76 –0.40 –0.34%
JPMorgChas JPM 27.10 42.86 0.32 0.75%
JohnsJohns JNJ 8.60 60.92 0.35 0.58%
KftFoods KFT 17.50 26.85 0.40 1.51%
McDonalds MCD 16.90 55.09 –1.13 –2.01%
Merck MRK 11.90 31.55 0.58 1.87%
Microsoft MSFT 47.50 24.78 –0.04 –0.16%
Pfizer PFE 39.10 16.17 –0.04 –0.25%
ProctGamb PG 10.60 53.76 –0.44 –0.81%
3M MMM 4.50 73.18 1.49 2.08%
TravelersCos TRV 4.00 49.14 0.17 0.35%
UnitedTech UTX 4.50 61.24 0.86 1.42%
Verizon VZ 11.60 30.89 –0.06 –0.19%
WalMart WMT 14.70 51.11 –0.29 –0.56%

Dow Jones Industrial Average P/E: 15
LAST: 9547.22 s 49.88, or 0.53%

YEAR TO DATE: s 770.83, or 8.8%

OVER 52 WEEKS t 1,721.70, or 15.3%

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

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

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

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

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

TUI "1,148" –124 –88 –542 EnBW Energie Baden Wuerttemberg 53 ... 1 8

HeidelbergCement 629 –48 –117 –163 FKI  112 ... 2 4

Grohe Hldg "1,821" –43 –15 74 J Sainsbury 83 ... ... 8

Norske Skogindustrier "1,156" –30 25 93 Unilever  25 1 ... 1

Fiat 476 –24 –9 15 Safeway 40 1 –1 3

Contl 728 –21 –22 –104 Thales 39 1 –1 –1

Alcatel Lucent 706 –17 –5 10 StatoilHydro  74 1 1 –1

Brit Awys  639 –17 –5 10 Brit Sky Broadcasting Gp 71 1 12 23

Peugeot  352 –16 –22 14 ABN AMRO Bk  80 2 4 12

Glencore Intl 322 –16 –16 ... AB  87 2 –1 –5

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

BG Grp U.K. Integrated Oil & Gas $64.9 10.95 3.79% 3.8% 69.6%

ABB Switzerland Industrial Machinery 47.0 21.06 3.54 –9.6 31.3

Bayer Germany Specialty Chemicals 55.6 46.10 3.46 –14.7 18.8

Daimler Germany Automobiles 51.5 33.31 3.46 –18.4 –19.6

Koninklijke Phlps Netherlands Consumer Electronics 24.1 17.01 3.40 –22.2 –37.4

L.M. Ericsson Tel B Sweden Telecomms Equipment $30.3 71.20 –1.93% 0.6 –42.8

Diageo U.K. Distillers & Vintners 43.8 9.59 –1.24 –8.3 3.0

UBS Switzerland Banks 64.8 18.94 –1.15 –18.6 –70.1

Astrazeneca U.K. Pharmaceuticals 65.6 27.26 –1.07 3.2 –18.1

Nestle S.A. Switzerland Food Products 159.7 43.38 –0.69 –11.7 1.1

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

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

Barclays 66.9 3.67 3.15% 5.8% –44.3%
U.K. (Banks)
GDF Suez 100.5 30.52 2.74 –9.6 3.0
France (Multiutilities)
Allianz SE 52.6 79.78 2.48 –28.3 –40.8
Germany (Full Line Insurance)
Total S.A. 144.2 41.70 2.16 –5.9 –17.2
France (Integrated Oil & Gas)
BP 189.7 5.54 2.03 10.4 –5.9
U.K. (Integrated Oil & Gas)
ENI 100.7 17.24 1.89 –13.8 –24.7
Italy (Integrated Oil & Gas)
Siemens 84.2 63.13 1.87 –7.6 –6.0
Germany (Diversified Industrials)
AXA S.A. 49.7 16.30 1.72 –28.3 –43.4
France (Full Line Insurance)
ArcelorMittal 59.5 26.12 1.69 –38.7 –0.8
Luxembourg (Iron & Steel)
British Amer Tob 65.1 19.42 1.68 2.5 30.1
U.K. (Tobacco)
Royal Dutch Shell A 103.5 20.01 1.57 –7.6 –22.8
U.K. (Integrated Oil & Gas)
Soc. Generale 43.5 51.33 1.46 –21.9 –55.5
France (Banks)
Telefonica S.A. 124.3 18.13 1.40 7.3 36.5
Spain (Fixed Line Telecoms)
Tesco 49.6 3.81 1.25 –0.1 3.5
U.K. (Food Retailers & Wholesalers)
Nokia 56.4 10.33 1.18 –27.2 –33.7
Finland (Telecommunications Equip)
ING Groep 33.7 11.13 1.18 –48.1 –67.0
Netherlands (Life Insurance)
SAP 61.1 34.19 1.15 –8.2 –10.6
Germany (Software)
Vodafone Grp 133.4 1.38 1.13 1.5 17.3
U.K. (Mobile Telecoms)
Deutsche Bk 44.3 48.89 1.06 –19.9 –46.1
Germany (Banks)
HSBC Hldgs 188.4 6.61 1.04 –15.9 –20.7
U.K. (Banks)

E.ON 84.8 29.06 1.01% –19.3% –11.6%
Germany (Multiutilities)
Assicurazioni Gen 35.3 17.15 0.94 –22.8 –34.1
Italy (Full Line Insurance)
Intesa Sanpaolo 51.3 2.97 0.93 –23.5 –42.1
Italy (Banks)
Banco Bilbao Viz 67.9 12.43 0.89 9.4 –28.9
Spain (Banks)
GlaxoSmithKline 112.6 11.90 0.81 –7.1 –20.0
U.K. (Pharmaceuticals)
BNP Paribas S.A. 82.5 54.15 0.65 –15.0 –34.5
France (Banks)
Iberdrola S.A. 47.1 6.48 0.54 –11.2 –13.9
Spain (Conventional Electricity)
Sanofi-Aventis S.A. 91.2 47.55 0.51 –6.6 –31.0
France (Pharmaceuticals)
Anglo Amer 45.5 20.46 0.47 –6.8 –7.5
U.K. (General Mining)
Deutsche Telekom 61.5 9.67 0.36 –15.1 –18.0
Germany (Mobile Telecoms)
Credit Suisse Grp 61.3 53.85 0.28 3.7 –22.5
Switzerland (Banks)
Roche Hldg Part. Cert. 111.4 164.90 0.06 –12.8 –24.1
Switzerland (Pharmaceuticals)
BASF 48.9 36.49 0.05 –2.5 15.3
Germany (Commodity Chemicals)
UniCredit 63.0 2.58 ... –19.1 –51.7
Italy (Banks)
France Telecom 70.3 18.43 –0.05 –5.1 5.6
France (Fixed Line Telecoms)
Unilever 47.7 19.08 –0.05 –7.4 0.8
Netherlands (Food Products)
Novartis 125.8 49.50 –0.08 –18.7 –30.7
Switzerland (Pharmaceuticals)
Banco Santander 127.4 10.71 –0.09 2.2 –5.5
Spain (Banks)
BHP Billiton 61.5 16.64 –0.12 20.1 79.1
U.K. (General Mining)
Rio Tinto 64.4 25.40 –0.47 –25.9 22.5
U.K. (General Mining)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.04% 0.62% 1.9% 5.8% -2.9%
Event Driven 0.18% 1.60% 4.9% 9.9% -17.3%
Equity Market Neutral -0.02% -0.64% -0.6% -4.0% -8.7%
Equity Long/Short 0.85% 1.05% 3.5% 3.6% -9.9%

*Estimates as of 09/08/09, 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: 11/1 0.92 104.16% 0.02% 1.87 0.85 1.22

Eur. High Volatility: 11/1 1.72 108.79 0.04 3.89 1.56 2.41

Europe Crossover: 11/2 5.94 114.07 0.10 6.51 5.81 6.09

Asia ex-Japan IG: 11/1 1.32 109.61 0.04 3.84 1.21 2.09

Japan: 11/1 1.66 115.10 0.05 4.33 1.41 2.21

 Note: Data as of September 8

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Documentarian
goes behind curtain
Prigent says after 10 years,

top designers have gotten

much more media-savvy

Getty Images
From left, Lazaro Hernandez, Nathalie Rykiel, Jack McCollough and Loic
Prigent. ‘Everybody’s media-trained now,’ Mr. Prigent says.

Yoox bucks the fashion,
setting stage for an IPO
Web-site operator
for fancy labels says,
‘We’re not scared’

McDonald’s sales rise 2.2%
but growth slows in the U.S.

Fashion documentarian Loic
Prigent has captured the indus-
try’s whimsy and relentless
work ethic for nearly 10 years.
His newest series, “The Day Be-
fore,” which is being aired on
the Sundance Channel in the
U.S., goes behind the scenes at
four designers’ runway shows.
Ahead of New York fashion
week, Mr. Prigent spoke to The
Wall Street Journal about what
drives designers.

WSJ: In the 10 years that you’ve
been filming fashion, how has it
changed?
Loic Prigent: Everybody’s media-
trained now. It really started
when Tom Ford arrived in Paris.
Everybody took note of him be-
cause he was suddenly giving in-
terviews in black tents. He was giv-
ing media bites that were really
TV-friendly and giving the sexy
eye to all the editors.

The backstage fashion shows
in Paris [used to feel] like a hooli-
gan party. Then it became black
tents, very well-organized, every-
body media-trained. All the hys-
terical assistants disappeared.
Now [designers] will give you
only two sound bites.
WSJ: How has the treatment of
luxury changed in recent years?
Mr. Prigent: All the designers in
Paris are so bored when you ask
them about the crisis and what it
means for them. They didn’t care
that much when the numbers
were high and now they don’t care
that much [when the numbers are
low]. Crisis or no crisis, they will
go on designing garments.
WSJ: After the fact, a designer
like Marc Jacobs might say they
were inspired by something. But
how do you film what’s a purely in-
ternal moment?
Mr. Prigent: With Marc Jacobs, it
was very strange. At the end of
his New York show, he said it was
about optimism. That was the
only word he used for the media.
But the elements of air were a
great inspiration and some
clothes were about water. I only
noticed it because I was there
night and day, but he never said
it.

I’m not pushing them to articu-
late stuff. If they don’t want to ar-
ticulate it, I respect that. But you
know, “What is your inspiration?”
is the number one enemy in fash-
ion journalism now. They really
hate it when you ask it. I’ve said it
one million times. You have to say
it, but when I do the documenta-
ries I try to not ask it. I try to ask it
myself when I’m in the editing
room.

WSJ: Why do designers hate that
question so much?
Mr. Prigent: Because everyone
asks it. Sometimes it’s not some-
thing they can articulate. Some-
times it’s not one inspiration but a
whole realm of things and feelings.
Sometimes it’s not an inspiration
at all but it’s just about an obses-
sion. I really feel that Sonia Rykiel
is not inspired but she’s obsessed.

WSJ: Who is Sonia Rykiel’s obses-
sion?
Mr. Prigent: A Parisian woman
who reads, who is sex crazy, who
lies and is crazy and messy, and
has hair that’s not washed every
day.
WSJ: After being around fashion
for so long, you’ve seen it all, in-
cluding the occasional bad atti-
tude. Where do you find the magic
now?
Mr. Prigent: It’s a fantasy. When
everyone is realistic and boring
in real life, fashion can tran-
scend lots of stuff. I love how cu-
rious [fashion people] are about
everything. They eat from every-
thing they can, without shame
or mercy or second thoughts.
WSJ: The designers you’ve pro-
filed are very different but is there
anything these creative types
have in common?
Mr. Prigent: [During the fittings,
Karl Lagerfeld and Jean Paul
Gaultier] were always inventing
words, always being snappy, al-
ways being funny. You feel they
would have been friends with Tru-
man Capote.

Sonia Rykiel is always so spiri-
tual. She will say the most incredi-
ble stuff that you would never ex-
pect from a woman her age. She’s
really hysterical. You are talking
about bread and she will quote
Verlaine or Baudelaire, and you
were only talking bread and but-
ter!

This sense of taste is a com-
mon thing between all those peo-
ple. You want to be on a boat in Ca-
pri with them.

 —Elva Ramirez

Duckie Brown,
L.A.M.B. featured

A global, monthlong design
tour de force begins Thursday in
New York with runway shows
from the likes of Ports 1961,
Duckie Brown and Gwen Stefani’s
L.A.M.B. Throughout the week,
America’s fashion heavy hitters—
including Diane von Furstenberg
on Sunday, Marc Jacobs on Mon-
day, Proenza Schouler on Wednes-
day and Calvin Klein on Thursday—
will show their latest collections,
hinting at trends that will come to
a store near you next spring. Keep
up with the latest designs at the
Journal’s Heard on the Runway
blog, at WSJ.com/Runway
 —Beth Schepens

Anna Wintour hosts
Fashion’s Night Out

Thursday night is Fashion’s
Night Out, a party thrown by U.S.
Vogue’s Anna Wintour. Although
there is some early optimism on
Wall Street about the economic re-
covery, retail continues to take a
pummeling. Fashion’s Night Out
hopes to counter that. Stores from
across Europe, the U.S. and world
have lined up to keep their stores
open late and create a party atmo-
sphere to nudge the consumer to
shop. While the event doesn’t ad-
dress the current vogue for dis-
counting, it might turn out to be
just the uplifting evening the fash-
ion industry needs.

In London, fashion lovers can
be styled by model Jourdan Dunn
at Topshop, have their fortune
read at Roger Vivier or celebrate
fashion concept store Dover
Street Market’s fifth birthday
with designers including Christo-
pher Kane and Gareth Pugh, who
will be helping sell their wares. In
Paris, shoppers can catch fashion
shows at Louis Vuitton and Bluma-
rine, or sip cocktails while milling
around stores along the famed Av-
enue Montaigne. In Milan, join a
block party at 10 Corso Como,
former fashion editor Carla Sozza-
ni’s boutique.

For a full listing of retailers
and events, visit Fashion’s Night
Out, at http://fashionsnightout.
com/, or follow them on Twitter,
at http://twitter.com/FNOnyc.
 —Elva Ramirez, Beth Schepens

 —For updates from New York’s
fashion week, see

WSJ.com/Runway

HEARD ON THE RUNWAY
New York Fashion Week

By Christina Passariello

Yoox SpA, the Italian e-commerce
fashion company, Wednesday took
the first step toward listing on the Mi-
lan stock market—a rare success in
an Italian fashion industry littered
with bankrupt and cash-drained vic-
tims of the economic crisis.

The company informed Italy’s
market regulator, Consob, of its inten-
tion to do an initial public of-
fering by the end of the year,
making it the only Italian
fashion player in more than
a year to follow through on
plans to list. Prada and Fer-
ragamo both pulled the plug
on their much-anticipated
listings at the end of last
year after the market
slumped, and neither has re-
vived those plans.

“We’re not scared of any-
thing,” says founder and
Chief Executive Federico
Marchetti, who owns a minority
stake in Yoox. “Yoox has a lot of un-
tapped potential. We like to have a
first-mover advantage.”

After presenting its IPO project
to the stock-market regulator, Yoox
must await Consob’s approval be-
fore going ahead with the marketing
and the listing by the end of the year.
The process could still be canceled if
market conditions worsen.

When it comes to the stock mar-
ket, Yoox has more in common with
e-commerce giants such as Amazon.
com Inc. than with fashion houses,
Mr. Marchetti says. Founded nine
years ago, Yoox operates two Web
sites selling labels such as Armani
and Marc Jacobs, as well as running
online stores for more than a dozen

fashion houses including Emporio
Armani and Valentino. While Yoox’s
valuation has yet to be set, other
e-commerce players trade at 12 to
25 times operating profit.

“The difference between us and
fashion companies is really simple:
We’re doing fantastically well and
some fashion companies this year
are not going to post good results.
We’ve not been hit by the reces-
sion,” Mr. Marchetti says.

On Tuesday, Yoox reported that
first-half sales rose 47% to Œ68.3 mil-
lion ($99 million) and operating profit
more than doubled to Œ4.2 million.

Yoox’s planned listing will consist
of a capital increase as well as some of

the venture-capital funds,
which own 75% of the com-
pany, selling their stakes.
With the extra cash from the
IPO, Yoox could expand its
geographic reach beyond Eu-
rope, North America and Ja-
pan to emerging markets
such as China.

The proposed listing is a
source of optimism for in-
vestors, but overall, high-
end fashion is still suffering
from consumers slamming
their purses shut and de-

partment stores canceling orders.
Giorgio Armani SpA said in its an-
nual report, released this month,
that it expects profit to fall again this
year after dropping 41% in 2008.

Still, as fashion houses scale
back their store expansion plans,
they are turning to the Internet for
growth—and that is where Yoox
comes in. For less than the cost of
opening a traditional store, Yoox
sets up and operates a brand’s on-
line boutique, selling to shoppers all
over the world.

Fashion sales online haven’t been
hit by the economic crisis because
high-speed Internet connections
make it efficient to shop and enter-
tain consumers, and customer ser-
vice is excellent, Mr. Marchetti says.

‘All the designers in Paris are so bored
when you ask them about the crisis and
what it means for them, ’ says fashion
documentarian Loic Prigent.

Federico
Marchetti

CORPORATE NEWS

By Paul Ziobro

McDonald’s Corp.’s same-store
sales rose 2.2% last month, with
slowing growth in the U.S. highlight-
ing the fast-food chain’s sensitivity
to high unemployment and a dis-
counting war.

The sales growth, at locations
open at least a year, was half what
the company recorded for July.

U.S. same-store sales rose 1.7%,
less than analysts had expected. Mc-
Donald’s other regions faced tough
comparisons with year-earlier re-
sults. But Europe was healthy, with
same-store sales rising 3.5%. Sales fell
0.5% in the Asia/Pacific, Middle East
and Africa region, with the China and
Japan market weighing on results.

U.S. unemployment of 9.7% is
likely taking a bite out of McDonald’s
robust breakfast business as fewer
commuters mean fewer customers.
Higher joblessness among teenage
workers also didn’t give the chain its
usualsummertimelift,saidOppenhei-
mer & Co. analyst Matthew DiFrisco.

Unemployment is pinching the
broader dining industry, and Mc-

Donald’s main competitors are re-
sponding with discounts and new
products. Burger King Holdings
Inc. is pushing a $1 double cheese-
burger with coupons and plans to
home in on $1 products in ads.
Wendy’s/Arby’s Group Inc., mean-
while, has gotten a lift from new
“Boneless Wings.”

McDonald’s has instead focused
on new premium products, includ-
ing its Angus Third Pounders and
its McCafé coffee line, as well as
core menu items such as Big Macs.
McDonald’s as a result may have
ceded some value-seeking custom-
ers to competitors.

The decline for Asia/Pacific, the
Middle East and Africa was in sharp
contrast to the 10% jump from last
year, which was aided in part by the
Summer Olympics in Beijing.

Overall global sales increased
1.1%, or 4.1% adjusted for foreign-ex-
change rates.

McDonald’s shares were down
2.1% in afternoon trading on the
New York Stock Exchange.
 —Tess Stynes

contributed to this article.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.35% 17 DJ Global Index -a % % 213.21 0.68% –10.6% 4.33% 13 U.S. Select Dividend -b % % 582.05 0.30%–21.7%

2.00% 19 Global Dow 1200.60 –0.15% –18.0% 1848.27 –0.27% –15.4% 4.24% 17 Infrastructure 1300.80 0.01% –15.2% 1797.68 –0.12% –12.5%

2.90% 43 Stoxx 600 240.10 0.92% –13.4% 261.46 1.39% –10.2% 1.50% 8 Luxury 819.10 0.54% –9.5% 1006.57 0.41% –6.7%

3.05% 27 Stoxx Large 200 256.10 0.90% –14.3% 277.37 1.37% –11.0% 6.01% 6 BRIC 50 380.20 0.13% –1.6% 525.40 0.00% 1.5%

2.17% -18 Stoxx Mid 200 226.70 1.04% –9.0% 245.50 1.50% –5.6% 4.06% 13 Africa 50 723.90 0.07% –21.6% 666.08 –0.06% –19.2%

2.19% -91 Stoxx Small 200 142.30 1.04% –9.0% 154.05 1.51% –5.6% 3.26% 8 GCC % % 1497.64 0.56% –37.7%

2.93% 34 Euro Stoxx 262.60 1.21% –14.3% 286.03 1.67% –11.1% 2.87% 17 Sustainability 775.70 0.15% –14.3% 954.72 0.58% –11.1%

3.07% 21 Euro Stoxx Large 200 278.30 1.24% –15.2% 301.21 1.71% –12.0% 2.31% 14 Islamic Market -a % % 1820.22 0.59% –7.2%

2.21% -12 Euro Stoxx Mid 200 252.70 1.03% –10.5% 273.34 1.49% –7.1% 2.64% 14 Islamic Market 100 1572.40 –0.05% –11.3% 1961.62 0.38% –8.0%

2.44% 47 Euro Stoxx Small 200 154.70 1.14% –9.2% 167.25 1.61% –5.8% 2.64% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1355.50 0.84% –23.7% 1691.56 1.31% –20.8% 2.02% 17 DJ U.S. TSM % % 10587.27 0.34% –15.8%

4.20% 15 Euro Stoxx Select Div 30 1659.50 0.96% –23.1% 2078.86 1.42% –20.2% % DJ-UBS Commodity 119.30 0.25% –30.1% 126.35 0.72% –27.5%

*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 1.1553 1.9140 1.1108 0.1650 0.0372 0.1961 0.0126 0.3069 1.6847 0.2263 1.0735 ...

 Canada 1.0762 1.7829 1.0348 0.1537 0.0347 0.1827 0.0117 0.2859 1.5693 0.2108 ... 0.9315

 Denmark 5.1048 8.4570 4.9082 0.7292 0.1646 0.8666 0.0556 1.3559 7.4435 ... 4.7433 4.4184

 Euro 0.6858 1.1362 0.6594 0.0980 0.0221 0.1164 0.0075 0.1822 ... 0.1343 0.6372 0.5936

 Israel 3.7649 6.2373 3.6199 0.5378 0.1214 0.6391 0.0410 ... 5.4898 0.7375 3.4983 3.2587

 Japan 91.7500 152.0022 88.2169 13.1070 2.9581 15.5751 ... 24.3698 133.7853 17.9735 85.2537 79.4142

 Norway 5.8908 9.7593 5.6640 0.8415 0.1899 ... 0.0642 1.5647 8.5897 1.1540 5.4737 5.0988

 Russia 31.0170 51.3859 29.8226 4.4309 ... 5.2653 0.3381 8.2385 45.2274 6.0761 28.8209 26.8468

 Sweden 7.0001 11.5971 6.7305 ... 0.2257 1.1883 0.0763 1.8593 10.2072 1.3713 6.5045 6.0589

 Switzerland 1.0401 1.7231 ... 0.1486 0.0335 0.1766 0.0113 0.2762 1.5165 0.2037 0.9664 0.9002

 U.K. 0.6036 ... 0.5804 0.0862 0.0195 0.1025 0.0066 0.1603 0.8802 0.1182 0.5609 0.5225

 U.S. ... 1.6567 0.9615 0.1429 0.0322 0.1698 0.0109 0.2656 1.4582 0.1959 0.9292 0.8655

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 309.75 2.25 0.73% 707.00 302.00
Soybeans (cents/bu.) CBOT 928.50 –8.00 –0.85% 1,557.50 670.00
Wheat (cents/bu.) CBOT 456.25 –2.75 –0.60 1,155.75 452.75
Live cattle (cents/lb.) CME 87.550 0.450 0.52 118.500 81.250
Cocoa ($/ton) ICE-US 3,033 80 2.71 3,217 1,961
Coffee (cents/lb.) ICE-US 125.20 0.60 0.48 189.00 112.00
Sugar (cents/lb.) ICE-US 22.53 0.13 0.58 26.25 11.91
Cotton (cents/lb.) ICE-US 60.77 0.01 0.02 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,179.00 –31 –1.40 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,927 42 2.23 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,495 1 0.07 2,256 1,275

Copper (cents/lb.) COMEX 292.40 –3.20 –1.08 378.00 131.15
Gold ($/troy oz.) COMEX 997.10 –2.70 –0.27 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1647.00 –4.00 –0.24 2,200.00 740.00
Aluminum ($/ton) LME 1,898.00 –20.00 –1.04 2,631.00 1,288.00
Tin ($/ton) LME 14,720.00 120.00 0.82 19,150.00 9,750.00
Copper ($/ton) LME 6,431.50 –13.50 –0.21 7,135.00 2,815.00
Lead ($/ton) LME 2,455.00 –4.50 –0.18 2,459.50 870.00
Zinc ($/ton) LME 1,984.00 –2.00 –0.10 1,986.00 1,065.00
Nickel ($/ton) LME 18,050 –550 –2.96 21,150 9,000

Crude oil ($/bbl.) NYMEX 71.31 0.21 0.30 125.66 45.13
Heating oil ($/gal.) NYMEX 1.7944 0.0119 0.67 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.8281 –0.0008 –0.04 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 2.829 0.022 0.78 12.115 2.409
Brent crude ($/bbl.) ICE-EU 70.59 0.44 0.63 143.75 45.37
Gas oil ($/ton) ICE-EU 579.00 4.00 0.70 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 9
Per In

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

Argentina peso-a 5.6197 0.1779 3.8540 0.2595

Brazil real 2.6585 0.3762 1.8232 0.5485

Canada dollar 1.5693 0.6372 1.0762 0.9292
1-mo. forward 1.5692 0.6373 1.0761 0.9293

3-mos. forward 1.5690 0.6373 1.0761 0.9293
6-mos. forward 1.5694 0.6372 1.0763 0.9291

Chile peso 804.32 0.001243 551.60 0.001813
Colombia peso 2903.18 0.0003445 1991.00 0.0005023

Ecuador US dollar-f 1.4582 0.6858 1 1
Mexico peso-a 19.5016 0.0513 13.3742 0.0748

Peru sol 4.2563 0.2349 2.9190 0.3426
Uruguay peso-e 32.517 0.0308 22.300 0.0448

U.S. dollar 1.4582 0.6858 1 1
Venezuela bolivar 3.13 0.319378 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6847 0.5936 1.1553 0.8656
China yuan 9.9572 0.1004 6.8287 0.1464

Hong Kong dollar 11.3013 0.0885 7.7505 0.1290
India rupee 70.5234 0.0142 48.3650 0.0207

Indonesia rupiah 14472 0.0000691 9925 0.0001008
Japan yen 133.79 0.007475 91.75 0.010899

1-mo. forward 133.76 0.007476 91.73 0.010901
3-mos. forward 133.71 0.007479 91.70 0.010905

6-mos. forward 133.61 0.007484 91.63 0.010913
Malaysia ringgit-c 5.0984 0.1961 3.4965 0.2860

New Zealand dollar 2.0892 0.4787 1.4328 0.6980
Pakistan rupee 120.589 0.0083 82.700 0.0121

Philippines peso 70.538 0.0142 48.375 0.0207
Singapore dollar 2.0758 0.4817 1.4236 0.7024

South Korea won 1781.86 0.0005612 1222.00 0.0008183
Taiwan dollar 47.601 0.02101 32.645 0.03063
Thailand baht 49.599 0.02016 34.015 0.02940

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

Euro zone euro 1 1 0.6858 1.4582

1-mo. forward 1.0000 1.0000 0.6858 1.4582

3-mos. forward 1.0000 1.0000 0.6858 1.4581

6-mos. forward 1.0000 1.0000 0.6858 1.4581

Czech Rep. koruna-b 25.414 0.0393 17.429 0.0574

Denmark krone 7.4435 0.1343 5.1048 0.1959

Hungary forint 271.00 0.003690 185.85 0.005381

Norway krone 8.5897 0.1164 5.8908 0.1698

Poland zloty 4.1094 0.2433 2.8183 0.3548

Russia ruble-d 45.227 0.02211 31.017 0.03224

Sweden krona 10.2072 0.0980 7.0001 0.1429

Switzerland franc 1.5165 0.6594 1.0401 0.9615

1-mo. forward 1.5162 0.6596 1.0398 0.9617

3-mos. forward 1.5154 0.6599 1.0393 0.9622

6-mos. forward 1.5138 0.6606 1.0382 0.9632

Turkey lira 2.1722 0.4604 1.4897 0.6713

U.K. pound 0.8802 1.1362 0.6036 1.6567

1-mo. forward 0.8802 1.1361 0.6036 1.6566

3-mos. forward 0.8802 1.1361 0.6036 1.6566

6-mos. forward 0.8802 1.1361 0.6036 1.6567

MIDDLE EAST/AFRICA
Bahrain dinar 0.5497 1.8192 0.3770 2.6527

Egypt pound-a 8.0545 0.1242 5.5238 0.1810

Israel shekel 5.4898 0.1822 3.7649 0.2656

Jordan dinar 1.0320 0.9690 0.7078 1.4129

Kuwait dinar 0.4183 2.3908 0.2869 3.4861

Lebanon pound 2190.87 0.0004564 1502.50 0.0006656

Saudi Arabia riyal 5.4684 0.1829 3.7503 0.2666

South Africa rand 10.8921 0.0918 7.4698 0.1339

United Arab dirham 5.3557 0.1867 3.6730 0.2723

SDR -f 0.9263 1.0795 0.6353 1.5741

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 43 EUROPE DJ Stoxx 600 240.09 2.20 0.92% 21.9% –13.4%

 21 DJ Stoxx 50 2432.54 20.09 0.83 17.8% –13.8%

 34 Euro Zone DJ Euro Stoxx 262.65 3.13 1.21 17.9% –14.3%

 29 DJ Euro Stoxx 50 2820.58 34.33 1.23 15.1% –13.0%

 16 Austria ATX 2527.02 16.78 0.67 44.3% –23.4%

 14 Belgium Bel-20 2446.64 24.69 1.02 28.2% –19.9%

 12 Czech Republic PX 1152.9 –5.7 –0.49% 34.3% –12.8%

 19 Denmark OMX Copenhagen 316.51 1.48 0.47 39.9% –13.2%

 14 Finland OMX Helsinki 6430.89 67.73 1.06 19.0% –15.6%

 16 France CAC-40 3707.69 46.73 1.28 15.2% –13.4%

 19 Germany DAX 5574.26 92.53 1.69 15.9% –10.2%

 … Hungary BUX 19017.99 –305.76 –1.58 55.4% –5.1%

 16 Ireland ISEQ 3176.00 32.28 1.03 35.5% –27.8%

 12 Italy FTSE MIB 22802.04 259.11 1.15 17.2% –18.7%

 … Netherlands AEX 304.25 3.44 1.14 23.7% –22.8%

 13 Norway All-Shares 361.32 4.45 1.25 33.7% –13.2%

 17 Poland WIG 37534.52 273.29 0.73 37.8% –5.1%

 16 Portugal PSI 20 7999.06 74.58 0.94 26.1% –3.5%

 … Russia RTSI 1159.80 23.86 2.10% 83.5% –13.1%

 10 Spain IBEX 35 11462.0 95.4 0.84 24.6% 2.5%

 15 Sweden OMX Stockholm 285.30 4.79 1.71 39.7% 5.9%

 13 Switzerland SMI 6202.04 7.32 0.12 12.1% –12.9%

 … Turkey ISE National 100 44585.14 –260.89 –0.58% 66.0% 13.5%

 13 U.K. FTSE 100 5004.30 56.96 1.15 12.9% –6.7%

 52 ASIA-PACIFIC DJ Asia-Pacific 118.35 –0.29 –0.24 26.5% –2.2%

 … Australia SPX/ASX 200 4522.2 –1.6 –0.04 21.5% –7.8%

 … China CBN 600 25543.31 156.43 0.62 73.0% 50.1%

 22 Hong Kong Hang Seng 20851.04 –218.77 –1.04 44.9% 4.3%

 19 India Sensex 16183.55 59.88 0.37 67.8% 10.4%

 … Japan Nikkei Stock Average 10312.14 –81.09 –0.78 16.4% –16.5%

 … Singapore Straits Times 2650.48 –10.43 –0.39 50.5% 1.1%

 11 South Korea Kospi 1607.77 –11.92 –0.74 43.0% 9.7%

 18 AMERICAS DJ Americas 272.31 1.82 0.67 20.4% –14.1%

 … Brazil Bovespa 57732.87 –121.93 –0.21 53.7% 16.4%

 19 Mexico IPC 29189.16 –1.66 –0.01 30.4% 13.9%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sept. 9, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 20 ALL COUNTRY (AC) WORLD* 279.59 1.30% 22.8% –17.2%

2.60% 21 World (Developed Markets) 1,098.55 1.23% 19.4% –18.3%

2.40% 23 World ex-EMU 128.09 1.17% 19.0% –17.9%

2.50% 23 World ex-UK 1,093.65 1.20% 18.4% –18.1%

3.20% 20 EAFE 1,520.64 1.54% 22.9% –16.5%

2.50% 16 Emerging Markets (EM) 880.78 1.83% 55.3% –7.9%

3.60% 14 EUROPE 82.72 0.29% 19.1% –17.8%

3.90% 14 EMU 172.37 1.55% 21.3% –20.4%

3.40% 16 Europe ex-UK 90.96 0.35% 17.2% –17.3%

4.20% 12 Europe Value 95.02 0.09% 22.6% –16.9%

2.90% 17 Europe Growth 69.92 0.51% 15.7% –19.0%

2.70% 17 Europe Small Cap 150.50 0.91% 49.1% –12.9%

2.30% 8 EM Europe 236.96 1.48% 49.2% –32.5%

4.00% 11 UK 1,472.36 0.27% 12.0% –12.0%

2.80% 20 Nordic Countries 130.72 0.50% 33.3% –20.0%

1.80% 7 Russia 636.05 3.21% 54.3% –39.4%

3.40% 13 South Africa 674.32 0.55% 16.5% –1.8%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 378.80 1.79% 53.1% –2.8%

1.70% -72 Japan 585.34 0.14% 10.4% –26.1%

2.30% 16 China 61.33 1.87% 50.4% 5.1%

1.00% 20 India 641.48 0.33% 73.7% 9.9%

0.90% 24 Korea 458.07 0.81% 49.2% 13.4%

2.90% 31 Taiwan 269.08 1.25% 55.2% –0.8%

2.00% 28 US BROAD MARKET 1,135.71 0.97% 15.6% –19.7%

1.40% -47 US Small Cap 1,528.95 1.18% 22.6% –19.2%

3.50% 14 EM LATIN AMERICA 3,443.97 2.94% 65.8% –13.2%

*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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Kraft hungry for overseas markets
Cadbury’s success
in developing world
was big factor in bid

GM could close three plants if it keeps Opel

Source: Euromonitor
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Candymen | Confectionery leaders by market share

Amitabh Bachchan, 
a Bollywood film 
actor, is the face of
Cadbury’s  in India

MUMBAI— At the heart of Kraft
Foods Inc.’s craving for British con-
fectionery maker Cadbury PLC are
consumers such as Divya Rodrigues.

Ms. Rodrigues, a 21-year-old ac-
counting student in Mumbai, regu-
larly munches on Cadbury’s Crackle
and Dairy Milk brands, eats twice as

much chocolate as she used to, and
might buy even more as presents for
India’s Diwali holiday.

Cadbury’s hold on consumers in
India and other emerging markets
was a factor in Kraft’s $16.8 billion
takeover offer for the U.K. candy
maker. A successful bid would boost
Kraft’s presence in two fast-grow-
ing parts of the global confectionery
market: developing countries and
the chewing-gum business.

Kraft, which makes the Milka, To-
blerone and Cote d’Or brands, al-
ready has sizable chocolate busi-
nesses in Europe and Latin America.
But in reaching consumers in over-
seas growth markets, Cadbury has
had a double advantage: It is deeply
entrenched in British Common-
wealth countries such as India,
where it has been selling chocolate
for more than 60 years.

Cadbury’s 2002 acquisition of
several chewing-gum brands from
Pfizer Inc. has yielded a strong pres-
ence in Latin America. One of those
brands, Trident, was Cadbury’s
main growth motor in South Amer-
ica in the first half of this year. In
Mexico, Cadbury’s sales of about
$500 million far outpace Kraft’s
sales of $350 million there, accord-
ing to Andrew Lazar, an analyst with
Barclays Capital.

Cadbury is the biggest confec-
tioner in growth markets such as In-
dia, Mexico, Egypt and Thailand, ac-

cording to consultancy Euromoni-
tor International, and emerging mar-
kets provide 38% of the company’s
global sales, compared with about
20% at Kraft. As a combined com-
pany it would be nearly 70% bigger
than its nearest competitor, candy
giant Mars Inc., in emerging mar-
kets, according to a recent report by
British bank Panmure Gordon Co.

In India alone, “the Kraft-Cad-
bury deal, if it materializes, would
open up a $500 million chocolate
market which is growing at 15%” per
year, says Anand Shah, consumer-
goods analyst at Angel Broking Ltd.
in Mumbai. “Kraft has a small pres-
ence here with malted beverages,
chocolates and dairy products,” he
says. “With dairy they would need
strong distribution.”

Cadbury first ventured abroad in
1921, when it opened a factory in Tas-
mania. It set up shop in India in 1947
and now controls 70% of the Indian
chocolate market and 30% of the
broader confectionary market, ac-
cording to ACNielsen. Cadbury’s

malted-milk powder Bournvita is
such a part of growing up in India
that few realize it is a global brand.

Self-described chocoholic Nicole
Braganza, a 23-year-old copy writer
for Mumbai advertising agency
Tribal DDB, also views her daily Cad-
bury Dairy Milk chocolate as a local
brand. “I spend an average of 20 to
25 rupees [40 cents to 50 cents] a
day on chocolate,” she says.

Still, Cadbury estimates that
more than half of India’s more than
one billion people have never tasted
chocolate. For now, the company
says the Indian chocolate market is
worth $465 million a year, com-
pared with $4.89 billion in Britain,
which has one-tenth the population.

“There are significant opportuni-
ties to reach out to the new consum-
ers,” Cadbury Chief Executive Todd
Stitzer said during an interview ear-
lier this year.

Cadbury’s sales in India have ex-
panded 20% a year for the past three
years, as a growing middle class has
more money for little luxuries. Cad-

bury is also targeting lower-income
consumers with chocolates that
cost less than five cents.

Equally important is the British
company’s vast distribution net-
work, which includes the small
kiosks and family-owned storesthat
sell large volumes of candy in emerg-
ing markets such as India or Mexico.

Kraft wants to tap into this distri-
bution network. On a conference
call with analysts Wednesday, Kraft
executives said sales of its chocolate
cookies have been growing rapidly,
and they expect to expand those
sales around the world, partially us-
ing Cadbury’s distribution network.

“In some developing markets,
Cadbury has quite a good toehold,”
says Neil Saunders, consulting direc-
tor of Verdict Research in London.
“If Kraft got a hold of it, they could
speed things up by using some of
Cadbury’s distribution channels to
really roll out their products.”

 —Eric Bellman, Deborah Ball and
Ilan Brat contributed to this article

Mitsubishi hires
1,300 workers
for auto plants

CORPORATE NEWS

Cadbury

By Sonya Misquitta in Mumbai
and Cecilie Rohwedder

in London

A WSJ NEWS ROUNDUP

General Motors Co. could close
up to three plants if it were to keep
control of its European operations
as part of a revised plan under con-
sideration, two people familiar with
the situation said Wednesday.

Opel plants in Bochum, Germany,
and Antwerp, Belgium, could face
closure, these people said. And
Opel’s Eisenach, Germany, facility
might be shut if a buyer for it can’t
be found, the people said.

GM’s board of directors was ex-
pected to discuss the future of the
European operations at a meeting
Wednesday in Detroit. Although the
company for many months was lean-
ing toward selling a majority stake
in Opel and its sister British brand,
Vauxhall, the newly constituted GM
board now is exploring whether to
keep control of the operations.

Meanwhile Wednesday, German
Finance Minister Peer Steinbrueck
said GM would have to repay the aid
the German government has pro-
vided to support Opel if GM decides
to keep its German unit.

The German government has
supplied Œ1.5 billion ($2.16 billion)
in bridge financing to help keep

Opel afloat while a deal was being
hammered out for the company.
The financing, and any further aid,
is considered contingent on
whether GM decides to go with Ger-
many’s favored buyer, Magna In-
ternational Inc.

Mr. Steinbrueck said the German
government wouldn’t provide any
further financial guarantees if Opel
plants were closed.

Also Wednesday, Swedish sports-
car manufacturer Koenigsegg
Group AB said it has signed a part-
nership deal with a Chinese govern-
ment-controlled company, easing fi-
nancing concerns for its planned ac-
quisition of GM's Swedish unit, Saab
Automobile AB.

Under the terms of the prelimi-
nary deal, Beijing Automotive In-
dustry Holdings Co. will become a
minority owner in Koenigsegg
Group, Koenigsegg said. It declined
to disclose any financial details but
Koenigsegg last month said it
needed to find around three billion
Swedish kronor ($425 million) in fi-
nancing to satisfy its business plan
for Saab.

“We have a solid business plan,
an important partnership and we

are now in a position to go ahead
without any governmental financ-
ing,” said Christian von Koenigsegg,
founder and chief executive of
Koenigsegg Group.

Koenigsegg said the partnership
would allow the companies to ex-
plore growth opportunities in the
Chinese and international markets
for Saab and Beijing Auto.

Beijing Auto mounted an unsuc-
cessful bid for GM’s European opera-
tions, dropping out in July because
of issues involving intellectual prop-
erty rights. It is one of three bidders
for Sweden’s largest car producer,
Volvo Cars, a unit of Ford Motor Co.

GM Chief Executive Frederick
“Fritz” Henderson wasn’t expected
to make a specific recommendation
on what to do with Opel and Vaux-
hall when he was scheduled to meet
with directors Wednesday, people
familiar with the matter said.

The new board, conducting only
its second formal meeting since it
was formed after GM’s July release
from bankruptcy protection, could
decide to postpone a decision on the
European operations until later in
September, these people said. While
such a move would provide more

time to devise a plan for Opel, it
could jeopardize billions in financ-
ing that Germany is offering in an ef-
fort to save jobs, one person in-
volved in the negotiations said.

The board is considering four
potential scenarios for Opel and
Vauxhall. The first two are to sell
control to either Canadian auto-
parts supplier Magna or Belgian
private-equity firm RHJ Interna-
tional. A third is to keep the opera-
tions and restructure them. The
fourth is to liquidate them. People
involved in the talks say liquida-
tion is the least-likely outcome.

In considering the operation’s
fate, the board is expected to weigh
how deeply its costs must be cut to
make it viable and how much invest-
ment a turnaround would take. GM
hasn’t made money in Europe since
the late 1990s, and already has spent
about $5 billion trying to revamp
Opel and Vauxhall.

The board is expected to press
management to analyze how each
scenario would affect GM’s global
strategy. Opel has been a consider-
able source of revenue and product
development, including being the
center of fuel-efficiency technology.

By Yoshio Takahashi

TOKYO—The initial delivery of
the first passenger jet to be devel-
oped in Japan will be delayed by a
few months to the first quarter of
2014 because customers have asked
for specification changes, the devel-
oper of the jet said Wednesday.

Mitsubishi Aircraft Corp., a
64%-held subsidiary of Mitsubishi
Heavy Industries Ltd., initially
planned to deliver the Mitsubishi Re-
gional Jet, or MRJ, in late 2013 to
early 2014 to launch customer All Nip-
pon Airways Co.

But the aircraft maker decided to
enlarge the customer cabin and rear
cargo compartment, and scrap
plans to make a front cargo room, in
response to requests from potential
customers, Mitsubishi Aircraft Pres-
ident Hideo Egawa said at a news
conference.

Mitsubishi Aircraft also has de-
cided to add to its lineup a larger,
“stretched type” jet to meet demand
for 100-seat planes, he said. The ini-
tial plan was to develop 70-seat and
90-seat jets.

The 180 billion yen ($1.95 billion)
small-jet project aims to develop do-
mestically a plane that would be used
for short passenger flights.

An All Nippon Airways spokes-
man said the MRJ postponement will
have no significant impact on the air-
line’s operations, partly because the
period of delay is relatively short.

ANA has placed a 60 billion yen
order for 15 MRJs with an option to
buy 10 more.

Mitsubishi stalls
first regional jet
for alterations

ASSOCIATED PRESS

Mitsubishi Motors Corp. is hir-
ing 1,300 workers in Thailand, the
latest sign of a global automotive re-
covery, coming a day after Toyota
Motor Corp. said it was adding 800
employees in Japan.

Mitsubishi, Japan’s fifth-biggest
auto maker, said it is hiring the work-
ers for its two assembly plants and
one engine plant in Thailand.

The company, which along with
its Japanese peers had been bat-
tered by the global economic slump,
reduced its 1,100 temporary work-
ers at its Thai plants in January and
had no temporary workers in the
country, Mitsubishi spokesman
Yuki Murata said. Workers with pre-
vious experience will get preference
in hiring, he said.

Government incentives intro-
duced around the world have slowly
lifted auto sales in recent months.

Toyota, the world’s No. 1 auto
maker, said Tuesday it is hiring 800
contract workers in Japan in its first
such job increase in more than a
year amid signs of a global recovery
led by brisk sales of the company’s
Prius hybrid.

Mitsubishi makes the Pajero
sport-utility vehicle, Triton pickup,
Lancer sedan and other models in
Thailand—some for export to the
rest of Asia as well as to Brazil and
the Middle East.

Tokyo-based Mitsubishi recently
said it was adding 350 temporary
workers at its plant in Okazaki, cen-
tral Japan, and 300 workers at an-
other plant in southwestern Japan.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/01 SAR 5.50 16.0 –39.3 NS
EFG-Hermes Telecom OT EQ BMU 07/31 USD 29.36 14.5 –10.6 –7.9

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/08 USD 327.54 33.4 7.6 5.1
Sel Emerg Mkt Equity GL EQ GGY 09/08 USD 193.03 47.4 –4.8 –10.4
Sel Euro Equity EUR US EQ GGY 09/08 EUR 93.14 24.4 –14.2 –21.3
Sel European Equity EU EQ GGY 09/08 USD 179.24 30.3 –14.7 –19.1
Sel Glob Equity GL EQ GGY 09/08 USD 181.12 26.1 –16.5 –18.5

Sel Glob Fxd Inc GL BD GGY 09/08 USD 138.65 7.5 –1.8 –1.7
Sel Pacific Equity AS EQ GGY 09/08 USD 135.77 50.2 –0.2 –8.0
Sel US Equity US EQ GGY 09/08 USD 115.61 14.7 –20.6 –16.9
Sel US Sm Cap Eq US EQ GGY 09/08 USD 160.38 22.7 –22.2 –18.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/08 EUR 25.72 –1.9 –42.4 –46.6
MP-TURKEY.SI OT OT SVN 09/08 EUR 30.13 54.3 –19.8 –21.2

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 09/08 EUR 3.13 49.0 –52.9 –42.0
Parex Eastern Europ Bal OT OT LVA 09/08 EUR 12.67 47.7 –7.2 –4.6

Parex Eastern Europ Bd EU BD LVA 09/08 USD 13.58 55.7 –2.7 0.7
Parex Russian Eq EE EQ LVA 09/08 USD 16.71 93.0 –22.9 –19.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/09 USD 156.53 41.2 –1.9 –15.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/09 USD 149.35 40.3 –2.7 –15.9
PF (LUX)-Biotech-Pca OT EQ LUX 09/08 USD 287.47 0.8 –17.3 –6.2
PF (LUX)-CHF Liq-Pca CH MM LUX 09/08 CHF 124.22 0.2 0.3 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/08 CHF 93.76 0.2 0.3 1.3

PF (LUX)-Digital Comm-Pca OT EQ LUX 09/08 USD 103.49 27.3 2.2 –7.9
PF (LUX)-East Eu-Pca EU EQ LUX 09/08 EUR 258.34 93.5 –24.7 –23.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/09 USD 466.70 53.4 –6.8 –14.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/08 EUR 94.55 23.7 –12.6 –16.8
PF (LUX)-EUR Bds-Pca EU BD LUX 09/08 EUR 380.41 1.9 4.4 2.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/08 EUR 289.49 1.9 4.4 2.1

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/08 EUR 143.38 14.8 9.8 4.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/08 EUR 100.80 14.8 9.8 4.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/08 EUR 131.54 45.9 –2.1 –4.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/08 EUR 76.25 45.8 –2.2 –4.2
PF (LUX)-EUR Liq-Pca EU MM LUX 09/08 EUR 135.85 0.9 1.8 2.8

PF (LUX)-EUR Liq-Pdi EU MM LUX 09/08 EUR 97.91 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/08 EUR 102.38 0.5 1.4 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/08 EUR 101.02 0.5 1.5 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/08 EUR 378.26 22.9 –14.3 –22.4
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/08 EUR 124.60 22.7 –10.3 –19.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/08 USD 233.12 21.8 13.5 9.9

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/08 USD 158.59 21.8 13.5 9.9
PF (LUX)-Gr China-Pca AS EQ LUX 09/09 USD 317.54 50.2 6.3 –9.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/09 USD 320.23 66.6 –0.3 –9.0
PF (LUX)-Jap Index-Pca JP EQ LUX 09/09 JPY 9023.66 11.6 –22.3 –21.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/09 JPY 7993.81 10.1 –26.3 –26.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/09 JPY 7768.56 9.6 –26.7 –26.5

PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/09 JPY 4523.29 15.7 –20.7 –20.7
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/08 USD 48.30 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/09 USD 244.94 55.3 1.1 –7.8
PF (LUX)-Piclife-Pca CH BA LUX 09/08 CHF 767.32 11.0 –3.0 –5.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/08 EUR 57.14 27.2 –11.9 –17.7

PF (LUX)-Rus Eq-Pca OT OT LUX 09/08 USD 49.39 103.6 –29.2 NS
PF (LUX)-Security-Pca GL EQ LUX 09/08 USD 89.16 24.8 –5.6 –10.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/08 EUR 429.93 30.5 –13.2 –19.7
PF (LUX)-US Eq-Ica US EQ LUX 09/08 USD 94.52 14.4 –18.3 –14.0
PF (LUX)-USA Index-Pca US EQ LUX 09/08 USD 83.10 13.6 –16.5 –16.2

PF (LUX)-USD Gov Bds-Pca US BD LUX 09/08 USD 510.27 –3.7 4.1 5.9
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/08 USD 374.42 –3.7 4.1 6.0
PF (LUX)-USD Liq-Pca US MM LUX 09/08 USD 130.99 0.6 1.1 2.2
PF (LUX)-USD Liq-Pdi US MM LUX 09/08 USD 85.53 0.6 1.1 2.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/08 USD 101.56 0.3 1.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/08 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 09/08 EUR 114.29 10.5 –15.1 –15.4
PF (LUX)-WldGovBds-Pca GL BD LUX 09/09 USD 166.00 0.7 11.2 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/09 USD 137.40 0.7 11.2 8.3

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/08 USD 11.61 45.9 –2.0 –10.5
Japan Fund USD JP EQ IRL 09/09 USD 17.05 16.1 17.7 –0.9
Polar Healthcare Class I USD OT OT IRL 09/08 USD 11.94 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/08 USD 11.94 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 07/31 USD 123.37 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6
Europn Conviction USD B EU EQ CYM 07/31 USD 129.28 2.4 15.2 10.4
Europn Forager USD B OT OT CYM 07/31 USD 201.50 12.6 4.4 –2.7
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 06/30 USD 171.84 3.6 5.7 1.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/02 USD 104.32 80.8 –3.9 0.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/08 EUR 661.41 17.4 –15.8 NS
Core Eurozone Eq B EU EQ IRL 09/08 EUR 783.43 19.1 –12.5 NS
Euro Fixed Income A EU BD IRL 09/08 EUR 1197.38 5.8 –1.1 –2.9
Euro Fixed Income B EU BD IRL 09/08 EUR 1275.91 6.2 –0.5 –2.3
Euro Small Cap A EU EQ IRL 09/08 EUR 1138.42 34.3 –15.9 –24.0
Euro Small Cap B EU EQ IRL 09/08 EUR 1217.17 34.8 –15.4 –23.5
Eurozone Agg Eq A EU EQ IRL 09/08 EUR 616.29 24.0 –14.4 –20.0
Eurozone Agg Eq B EU EQ IRL 09/08 EUR 884.04 24.5 –13.9 –19.5
Glbl Bd (EuroHdg) A GL BD IRL 09/08 EUR 1339.20 11.8 3.7 1.7
Glbl Bd (EuroHdg) B GL BD IRL 09/08 EUR 1418.80 12.3 4.4 2.4
Glbl Bd A EU BD IRL 09/08 EUR 1066.13 8.7 4.1 0.9
Glbl Bd B EU BD IRL 09/08 EUR 1133.31 9.2 4.7 1.5
Glbl Real Estate A OT EQ IRL 09/08 USD 830.37 24.6 –24.5 –20.5
Glbl Real Estate B OT EQ IRL 09/08 USD 854.46 25.1 –24.1 –20.1
Glbl Real Estate EH-A OT EQ IRL 09/08 EUR 747.87 19.2 –27.7 –22.3
Glbl Real Estate SH-B OT EQ IRL 09/08 GBP 70.18 18.4 –28.5 –21.9
Glbl Strategic Yield A EU BD IRL 09/08 EUR 1461.04 29.2 –0.4 –0.6
Glbl Strategic Yield B EU BD IRL 09/08 EUR 1560.49 29.8 0.2 0.0
Japan Equity A JP EQ IRL 09/08 JPY 12154.18 17.6 –18.2 –21.8
Japan Equity B JP EQ IRL 09/08 JPY 12930.18 18.1 –17.7 –21.4
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/08 USD 2061.31 60.3 6.6 –8.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/08 USD 2195.75 60.9 7.2 –7.6
Pan European Eq A EU EQ IRL 09/08 EUR 906.94 26.2 –13.4 –19.0
Pan European Eq B EU EQ IRL 09/08 EUR 965.00 26.7 –13.0 –18.6
US Equity A US EQ IRL 09/08 USD 804.60 20.2 –18.7 –15.0
US Equity B US EQ IRL 09/08 USD 859.86 20.8 –18.2 –14.5
US Small Cap A US EQ IRL 09/08 USD 1172.58 16.6 –22.1 –17.1
US Small Cap B US EQ IRL 09/08 USD 1253.87 17.1 –21.7 –16.6

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/09 EUR 13.77 –2.6 12.2 11.9
Asset Sele C H-CHF OT OT LUX 09/09 CHF 95.62 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/09 GBP 96.69 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/09 JPY 9599.61 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/09 NOK 110.33 –2.0 NS NS
Asset Sele C H-SEK OT OT LUX 09/09 SEK 138.28 –3.0 13.1 12.3
Asset Sele C H-USD OT OT LUX 09/09 USD 96.51 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/09 SEK 129.77 –3.0 NS NS
Choice Global Value -C- GL EQ LUX 09/09 SEK 70.28 16.8 –20.5 –24.0
Choice Global Value -D- OT OT LUX 09/09 SEK 67.34 16.8 –20.5 NS
Choice Global Value -I- OT OT LUX 09/09 EUR 6.13 26.0 –25.3 –26.6
Choice Japan Fd -C- OT OT LUX 09/09 JPY 49.18 9.4 –21.2 –23.5
Choice Japan Fd -D- OT OT LUX 09/09 JPY 44.22 9.4 –21.2 –23.5
Choice Jpn Chance/Risk JP EQ LUX 09/09 JPY 51.13 14.2 –23.0 –26.1
Choice NthAmChance/Risk US EQ LUX 09/09 USD 3.66 30.6 –17.9 –13.8
Ethical Europe Fd OT OT LUX 09/09 EUR 1.84 23.2 –20.2 –23.6
Europe 1 Fd OT OT LUX 09/09 EUR 2.64 26.6 –18.9 –23.2
Europe 3 Fd EU EQ LUX 09/09 EUR 3.79 24.3 –20.2 –23.8
Global Chance/Risk Fd GL EQ LUX 09/09 EUR 0.55 17.4 –17.1 –18.8
Global Fd -C- OT OT LUX 09/09 USD 2.00 20.3 –16.5 –17.1

Global Fd -D- OT OT LUX 09/09 USD 1.25 20.2 NS NS
Nordic Fd OT OT LUX 09/09 EUR 5.27 30.2 –3.3 –13.2

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/09 USD 6.74 48.7 5.4 –10.9
Choice Asia ex. Japan -D- OT OT LUX 09/09 USD 1.19 48.7 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/09 EUR 10.42 –4.6 –2.8 1.0
Currency Alpha EUR -RC- OT OT LUX 09/09 EUR 10.33 –4.9 –3.2 0.6
Currency Alpha SEK -ID- OT OT LUX 09/09 SEK 96.90 –8.3 –6.7 NS
Currency Alpha SEK -RC- OT OT LUX 09/09 SEK 105.39 –4.9 –3.2 0.6
Generation Fd 80 OT OT LUX 09/09 SEK 7.39 15.7 –9.7 –14.1
Nordic Focus EUR NO EQ LUX 09/09 EUR 73.34 47.0 –7.3 NS
Nordic Focus NOK NO EQ LUX 09/09 NOK 78.25 47.0 –7.3 NS
Nordic Focus SEK NO EQ LUX 09/09 SEK 79.70 47.0 –7.3 NS
Russia Fd OT OT LUX 09/09 EUR 7.07 111.9 –13.1 –17.4

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/09 USD 1.66 19.6 –17.7 –16.0
Ethical Glbl Fd -C- OT OT LUX 09/09 USD 0.78 16.0 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/09 USD 0.76 27.5 –10.3 –15.5
Ethical Sweden Fd NO EQ LUX 09/09 SEK 39.59 43.6 9.8 –6.4
Index Linked Bd Fd SEK OT BD LUX 09/09 SEK 13.14 3.2 3.9 5.0
Medical Fd OT EQ LUX 09/09 USD 3.02 5.4 –13.3 –9.4
Short Medium Bd Fd SEK NO MM LUX 09/09 SEK 8.80 1.1 1.6 2.6
Technology Fd -C- OT OT LUX 09/09 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 09/09 USD 2.26 44.8 –0.6 –8.6
World Fd -C- OT OT LUX 09/09 USD 27.69 NS NS NS
World Fd -D- OT OT LUX 09/09 USD 2.10 31.1 –3.2 –8.9

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/09 EUR 1.27 0.1 0.0 1.3
Short Bond Fd EUR -D- OT OT LUX 09/09 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/09 SEK 21.94 1.8 1.8 2.8
Short Bond Fd USD US MM LUX 09/09 USD 2.49 –0.2 0.4 1.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/09 SEK 10.28 2.1 –1.1 0.5
Alpha Bond Fd SEK -B- NO BD LUX 09/09 SEK 8.90 2.1 –1.1 0.5
Alpha Bond Fd SEK -C- NO BD LUX 09/09 SEK 25.72 2.0 –1.2 0.4
Alpha Bond Fd SEK -D- NO BD LUX 09/09 SEK 8.01 2.0 –1.2 0.4
Alpha Short Bd SEK -A- NO MM LUX 09/09 SEK 11.08 2.5 2.5 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/09 SEK 10.13 2.5 2.5 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/09 SEK 21.67 2.4 2.4 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/09 SEK 8.20 2.4 2.4 3.1
Bond Fd SEK -C- NO BD LUX 09/09 SEK 42.35 1.9 9.5 6.1
Bond Fd SEK -D- NO BD LUX 09/09 SEK 12.30 2.0 9.6 5.6
Corp. Bond Fd EUR -C- EU BD LUX 09/09 EUR 1.23 12.9 5.0 2.0
Corp. Bond Fd EUR -D- EU BD LUX 09/09 EUR 0.94 12.9 5.1 1.8
Corp. Bond Fd SEK -C- NO BD LUX 09/09 SEK 12.18 13.4 0.7 0.4
Corp. Bond Fd SEK -D- NO BD LUX 09/09 SEK 9.21 13.4 0.7 0.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/09 EUR 103.20 –0.6 3.9 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/09 EUR 107.59 3.9 8.5 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 09/09 SEK 1097.77 3.9 8.5 NS
Flexible Bond Fd -C- NO BD LUX 09/09 SEK 21.34 2.3 5.5 4.4
Flexible Bond Fd -D- NO BD LUX 09/09 SEK 11.67 2.3 5.5 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/09 USD 2.37 54.3 2.6 –8.0
Eastern Europe Fd OT OT LUX 09/09 EUR 2.40 39.5 –17.1 –19.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/09 SEK 25.87 54.1 10.7 –15.3
Eastern Europe SmCap Fd OT OT LUX 09/09 EUR 2.27 72.7 –16.6 –24.4
Europe Chance/Risk Fd EU EQ LUX 09/09 EUR 970.83 27.3 –22.1 –25.4
Listed Private Equity -C- OT OT LUX 09/09 EUR 120.12 45.8 NS NS
Listed Private Equity -IC- OT OT LUX 09/09 EUR 69.88 69.2 NS NS
Listed Private Equity -ID- OT OT LUX 09/09 EUR 67.82 64.4 NS NS
Nordic Small Cap -C- OT OT LUX 09/09 EUR 119.53 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/09 EUR 119.79 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/09 SEK 78.08 –2.5 –19.3 –13.7
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/09 EUR 99.80 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/09 SEK 99.85 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/09 USD 101.06 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/09 SEK 71.33 –2.5 –19.3 –14.9
Asset Sele Opp C H NOK OT OT LUX 09/09 NOK 102.00 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/09 SEK 101.00 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/09 EUR 101.80 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/09 GBP 101.75 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/09 SEK 101.75 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/09 EUR 101.41 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/09 GBP 101.60 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/09 GBP 101.42 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/03 USD 1004.66 6.9 –34.7 –13.1

MENA Special Sits Fund OT OT BMU 08/31 USD 1085.58 11.8 NS NS
UAE Blue Chip Fund OT OT ARE 09/03 AED 5.94 29.4 –42.9 –16.3

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 09/08 EUR 29.42 3.7 –2.8 2.7
Bonds Eur Corp A OT OT LUX 09/07 EUR 22.76 9.8 4.7 1.3
Bonds Eur Hi Yld A OT OT LUX 09/07 EUR 19.12 43.8 –0.9 –5.2
Bonds EURO A OT OT LUX 09/08 EUR 40.81 3.3 8.5 5.1
Bonds Europe A OT OT LUX 09/08 EUR 39.08 3.2 7.9 4.5
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 09/04 USD 36.01 14.2 13.0 8.8
Bonds World A OT OT LUX 09/08 USD 42.28 6.2 12.3 9.6
Eq. China A OT OT LUX 09/08 USD 22.02 47.4 12.9 –14.2
Eq. ConcentratedEuropeA OT OT LUX 09/08 EUR 25.73 24.9 –15.7 –20.8
Eq. Eastern Europe A OT OT LUX 09/08 EUR 19.49 47.5 –34.2 –30.5
Eq. Equities Global Energy OT OT LUX 09/08 USD 16.70 17.1 –21.9 –13.1
Eq. Euroland A OT OT LUX 09/08 EUR 10.11 10.3 –20.5 –23.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/07 EUR 16.56 20.6 –14.0 –18.3
Eq. EurolandFinancialA OT OT LUX 09/08 EUR 11.53 36.8 –18.1 –22.7
Eq. Glbl Emg Cty A OT OT LUX 09/08 USD 8.76 46.6 –7.1 –14.0
Eq. Global A OT OT LUX 09/08 USD 25.90 23.1 –12.2 –17.7
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/08 USD 29.19 39.6 48.1 6.7
Eq. Japan Sm Cap A OT OT LUX 09/08 JPY 1154.74 27.5 –0.7 –19.0
Eq. Japan Target A OT OT LUX 09/09 JPY 1792.68 14.5 –0.3 –10.3
Eq. Pacific A OT OT LUX 09/08 USD 9.41 47.3 –0.2 –12.6
Eq. US ConcenCore A OT OT LUX 09/08 USD 20.41 25.6 –7.7 –10.7
Eq. US Lg Cap Gr A OT OT LUX 09/08 USD 14.01 30.0 –17.9 –14.4
Eq. US Mid Cap A OT OT LUX 09/08 USD 26.79 33.7 –12.2 –14.6
Eq. US Multi Strg A OT OT LUX 09/08 USD 19.83 24.2 –19.5 –16.9
Eq. US Rel Val A OT OT LUX 09/08 USD 19.32 24.4 –21.2 –20.4
Eq. US Sm Cap Val A OT OT LUX 09/08 USD 15.09 16.6 –32.9 –25.9
Eq. US Value Opp A OT OT LUX 09/08 USD 15.16 17.0 –28.5 –25.5
Money Market EURO A OT OT LUX 09/08 EUR 27.37 0.9 2.2 3.3
Money Market USD A OT OT LUX 09/08 USD 15.83 0.5 1.3 2.4

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 09/09 JPY 9268.00 7.7 –20.5 –29.6
YMR-N Japan Fund OT OT IRL 09/09 JPY 10379.00 9.9 –21.0 –27.3
YMR-N Small Cap Fund OT OT IRL 09/09 JPY 7452.00 16.1 –7.3 –27.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/09 JPY 6407.00 8.5 –24.2 –28.7
Yuki 77 Growth JP EQ IRL 09/09 JPY 6008.00 1.6 –30.5 –33.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/09 JPY 6721.00 7.7 –23.2 –29.2
Yuki Chugoku JpnLowP JP EQ IRL 09/09 JPY 8500.00 3.8 –16.3 –22.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/09 JPY 6954.00 2.7 –27.1 –30.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/09 JPY 4663.00 2.5 –28.6 –29.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/09 JPY 5405.00 2.4 –25.0 –23.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/09 JPY 5463.00 16.1 –7.5 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/09 JPY 4460.00 5.0 –31.3 –33.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/09 JPY 4799.00 6.8 –30.1 –33.3
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/09 JPY 6767.00 10.9 –25.4 –29.5
Yuki Mizuho Jpn Gen OT OT IRL 09/09 JPY 8676.00 8.2 –22.2 –29.9
Yuki Mizuho Jpn Gro OT OT IRL 09/09 JPY 6552.00 4.8 –20.5 –30.5
Yuki Mizuho Jpn Inc OT OT IRL 09/09 JPY 7814.00 –1.7 –27.5 –27.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/09 JPY 5184.00 4.0 –25.5 –29.1
Yuki Mizuho Jpn LowP OT OT IRL 09/09 JPY 12645.00 11.6 –9.7 –18.5
Yuki Mizuho Jpn PGth OT OT IRL 09/09 JPY 8237.00 7.8 –25.4 –31.4
Yuki Mizuho Jpn SmCp OT OT IRL 09/09 JPY 7629.00 24.4 –5.1 –25.7
Yuki Mizuho Jpn Val Sel OT OT IRL 09/09 JPY 5825.00 12.2 –17.4 –25.1
Yuki Mizuho Jpn YoungCo OT OT IRL 09/09 JPY 3181.00 33.3 –6.1 –30.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/09 JPY 5039.00 12.0 –27.5 –31.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/09 JPY 5470.00 7.3 –23.5 –30.7

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 07/31 USD 1359.45 40.3 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 07/31 USD 1355.14 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1752.69 0.7 –8.8 –4.4
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 07/31 USD 1687.07 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 946.07 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/31 EUR 99.61 0.8 –20.2 –11.8
D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 985.72 –1.0 –23.2 –15.4

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 08/21 USD 753.63 67.1 –46.5 –27.9

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 08/21 GBP 1.01 7.4 NS NS
Global Absolute EUR OT OT NA 08/21 EUR 1.49 8.1 NS NS
Global Absolute USD OT OT GGY 08/21 USD 1.90 7.7 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/21 EUR 83.53 9.4 NS –10.5
Special Opp Inst EUR OT OT CYM 08/21 EUR 78.74 9.7 NS –9.8
Special Opp Inst USD OT OT CYM 08/21 USD 89.26 10.6 NS –23.0

Special Opp USD OT OT CYM 08/21 USD 87.64 10.1 NS –8.7

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 08/21 CHF 106.88 7.1 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 08/21 GBP 126.98 7.8 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 08/21 USD 107.31 8.8 NS –0.8
GH FUND S EUR OT OT CYM 08/21 EUR 122.73 8.6 NS –1.8
GH FUND S GBP OT OT JEY 08/21 GBP 127.11 8.1 NS –1.1
GH Fund S USD OT OT CYM 08/21 USD 143.91 9.0 NS –0.3
GH Fund USD OT OT GGY 08/21 USD 263.50 8.1 NS NS
Hedge Investments OT OT JEY 08/21 USD 134.41 8.5 NS NS
Leverage GH USD OT OT GGY 07/31 USD 110.58 13.4 –23.1 –13.3
MultiAdv Arb CHF Hdg OT OT JEY 08/21 CHF 91.08 8.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 08/21 EUR 98.86 9.4 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 08/21 GBP 106.52 9.9 NS NS
MultiAdv Arb S EUR OT OT CYM 08/21 EUR 105.26 10.0 NS –7.3
MultiAdv Arb S GBP OT OT CYM 08/21 GBP 110.03 10.3 NS –7.1
MultiAdv Arb S USD OT OT CYM 08/21 USD 120.27 11.0 NS –6.0
MultiAdv Arb USD OT OT GGY 07/31 USD 184.08 9.1 –14.1 –9.7

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 08/21 EUR 97.57 10.0 NS –4.2
Asian AdvantEdge OT OT JEY 08/21 USD 179.02 10.5 NS NS
Emerg AdvantEdge OT OT JEY 08/21 USD 160.18 14.1 NS NS
Emerg AdvantEdge EUR OT OT JEY 08/21 EUR 89.20 13.6 NS –9.0
Europ AdvantEdge EUR OT OT JEY 08/21 EUR 126.99 10.2 NS NS
Europ AdvantEdge USD OT OT JEY 08/21 USD 134.62 10.3 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 08/21 EUR 105.12 6.4 NS NS
Real AdvantEdge USD OT OT NA 08/21 USD 105.16 6.6 NS NS
Trading Adv JPY OT OT NA 08/21 JPY 9564.40 NS NS NS
Trading AdvantEdge OT OT GGY 08/21 USD 145.21 –4.3 NS NS
Trading AdvantEdge EUR OT OT GGY 08/21 EUR 132.08 –4.0 NS NS
Trading AdvantEdge GBP OT OT GGY 08/21 GBP 139.24 –4.3 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 08/31 EUR 192.86 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 07/31 EUR 150.94 1.3 –3.2 –0.9
Integrated Event Driven USD OT OT CYM 06/30 USD 82.54 0.3 –22.8 –11.0
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 85.01 –1.6 –14.8 –6.9
Integrated MultSt B USD OT OT VGB 06/30 USD 119.05 3.3 –16.3 –6.8
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.14 3.1 –5.3 –3.0

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/04 USD 308.36 60.5 –46.4 –36.6
Antanta MidCap Fund EE EQ AND 09/04 USD 551.14 90.2 –56.6 –40.8
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 06/30 USD 1278.00 NS –13.7 –5.5

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 07/31 EUR 88.04 3.7 –9.1 NS
Key Europe Long/Short EUR -RC- OT OT LUX 07/31 EUR 87.47 3.4 –9.6 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 07/31 EUR 98.83 9.0 –0.2 NS
Key Hedge EUR-RC- OT OT LUX 07/31 EUR 98.22 8.7 –0.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 07/31 EUR 93.41 10.2 –3.3 NS
Key Market Independent II SEK -I- OT OT LUX 07/31 SEK 90.76 10.5 –3.5 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 07/31 EUR 85.18 7.0 –12.6 NS
Key Recovery -RC- OT OT LUX 07/31 EUR 84.64 6.7 –13.0 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 09/01 USD 46.63 –44.0 –7.7 12.2
Superfund GCT USD* OT OT LUX 09/01 USD 2346.00 –35.8 –11.6 6.3
Superfund Gold A (SPC) OT OT CYM 09/01 USD 903.65 –22.3 3.6 18.1
Superfund Gold B (SPC) OT OT CYM 09/01 USD 902.89 –33.0 0.8 17.2
Superfund Q-AG* OT OT AUT 09/01 EUR 6762.00 –22.8 –3.1 7.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 08/31 EUR 1195.14 –7.6 –8.5 2.7
Winton Evolution GBP GL OT VGB 08/31 GBP 1176.95 –7.7 –8.0 3.5
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 08/31 USD 1164.15 –7.9 –8.5 2.6
Winton Futures EUR GL OT VGB 08/31 EUR 190.12 –7.7 2.5 12.0
Winton Futures GBP GL OT VGB 08/31 GBP 205.03 –7.6 3.1 13.2
Winton Futures JPY Lead Series 2 GL OT VGB 08/31 JPY 13583.03 –8.0 0.7 9.6
Winton Futures USD GL OT VGB 08/31 USD 673.84 –8.2 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 08/31 USD 1370.76 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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Jeweler Richemont is
cautious as sales drop

Richemont, whose brands include Cartier and Alfred Dunhill, says it is too early to
say whether the worst is over for its markets.

By David Kesmodel

Tobacco giant Altria Group Inc.
plans to unveil a new version of
Copenhagen this fall, one of several
moves aimed at increasing the com-
pany’s smokeless-tobacco sales
amid tough competition from lower-
priced brands.

Altria said at a Barclays Capital
investor conference Wednesday
that it will launch a long-cut winter-
green version of its Copenhagen pre-
mium brand to compete with Rey-
nolds American Inc.’s fast-growing
Grizzly long-cut wintergreen vari-
ety. Altria also said it plans to ex-
pand the number of markets where
it is testing Marlboro Snus, a type of
spit-free smokeless tobacco.

The moves come about eight
months after Altria became the big-
gest U.S. player in smokeless to-
bacco by buying UST Inc., owner of
the Copenhagen and Skoal brands,
for about $10 billion. The deal gave
Altria a foothold in a growing cate-
gory of the tobacco sector, helping
it counteract the prolonged de-
cline in cigarette sales, where its
Philip Morris USA unit is the U.S.
market leader.

The Richmond, Va., company
said it is introducing a wintergreen
version of Copenhagen because it
has a relatively small stake in that
segment, the largest within the
smokeless-tobacco category. “It’s
the natural place for Copenhagen to
go…and to begin to take some mar-
ket share,” Michael Szymanczyk, Al-
tria’s chairman and chief executive,
said in an interview.

Altria has slashed prices of Skoal
and Copenhagen this year to better
compete with discount moist-snuff
brands such as Grizzly. But the com-
pany has continued to cede market
share to Grizzly and others, prompt-
ing concern among Wall Street ana-
lysts. “I would have thought the
trends would have been somewhat
better,” said David Adelman, an ana-
lyst with Morgan Stanley.

The UST deal came with risks.Mar-
ket share for Skoal and Copenhagen
hadlong been slipping. In addition, Al-
tria is paying high interest rates on
debt used to finance the UST deal be-

cause of the tight credit markets at
the time of the transaction.

Mr. Szymanczyk said the com-
pany has steadied the market share
of Skoal and Copenhagen after low-
ering prices for the brands by 62
cents per 1.2-ounce can in March.
“Our objective was not to use price
to grow the business, but simply to
stabilize those brands,” he said.

The company knew it would take
time to revitalize Skoal and Copen-
hagen, he said. “We never intended
on trying to get that accomplished
in eight months.”

In the wake of the price cuts, the
average U.S. price for premium
moist snuff such as Skoal is about
$4.15, compared with about $2.75
for discount brands such as Grizzly
and Swedish Match AB’s Timber
Wolf, according to Morgan Stanley.
That price gap of about 50% is down
from about 100% in the second quar-
ter of last year.

Grizzly’s market share is a bit
higher than Skoal’s, though both are
around 25%, according to analysts.
Copenhagen’s is about 24%. It’s also
a challenge for Altria that the total
discount category accounts for
more than half of industry volume,
compared with less than 10% in the
mid-1990s.

Skoal made a modest market-
share gain in the second quarter,
while Copenhagen lost share. In all,
volume for Altria’s moist snuff
products fell 2% in the first half, ad-
justed for tax changes and the dis-
continuation of certain products. “I

really expected to see more of an im-
mediate turn in market share” for
Skoal and Copenhagen after the
price cuts, said Christopher Growe,
an analyst with Stifel Nicolaus.

Sales of Grizzly, which is only
about a decade old, are up about 14%
by volume this year, said Winton Jen-
nette, vice president of marketing
for Conwood Co., the Reynolds Amer-
ican unit that markets the brand.

Growth remains steady, he said,
because customers are impressed
with the product’s quality, not just
its low price. The strategy of offer-
ing “an everyday honest price,”
rather than pushing lots of promo-
tions, is paying off. he said.

Industry volume for smokeless to-
bacco has been growing at 6% to 7% a
year. That’s in part because smokers
are switching to snuff becauseof wide-
spread smoking bans in public places.

Another reason some smokers are
switching is scientific research show-
ing smokeless tobacco is safer for us-
ers’ health than smoking cigarettes.
But Rich Flaherty, president of the
U.S. operations for Swedish Match,
said he thinks few Americans are
aware of the difference. “I don’t think
it’s a real major impact on the growth
of smokeless so far,” he said.

Altria’s Mr. Szymanczyk de-
clined to disclose the new markets
where the company plans to test
sales of Marlboro Snus. It has been
testing the product in Dallas, India-
napolis and Arizona. The snus cate-
gory is a small but growing segment
of the U.S. tobacco industry.

By Martin Gelnar

ZURICH—Swiss jeweler and
watchmaker Cie. Financière Riche-
mont SA said it was too early to say
whether the worst was over for its
markets after sales in the five months
through August fell 16%.

Other luxury-goods makers—in-
cluding Tiffany & Co., Swatch Group
AG, LVMH Moët Hennessy Louis
Vuitton SA and Hermes Interna-
tional SCA—recently have reported
sturdier sales than Richemont or
given cautiously optimistic outlooks
on the markets, signaling the worst
of the downturn in luxury markets
may be over.

“We would prefer to wait until we
have more evidence of a broader eco-
nomic recovery before speculating
on the likelihood of a better second
half, particularly when it comes to the
wholesale business,” said Richemont
Chairman Johann Rupert in a state-
ment released Wednesday ahead of
the company’s annual meeting.

Richemont shares were down
3.5% to 28.98 Swiss francs ($27.70) fol-
lowing the outlook.

“The outlook is more pessimis-
tic than elsewhere in the sector, al-
though that probably reflects cor-
porate culture more than anything
else,” said Kepler analyst Jon Cox.
Richemont has been more conser-
vative in its outlook than some of
its rivals.

The credit crunch and economic
downturn were slow to hit the
world’s $240 billion luxury-goods
market, but from late last year the
market has slowed sharply as even
the world’s highest-spending con-
sumers cut back. Watches and jew-
elry have been among the worst-per-
forming products.

In the April-to-August period, rev-

enue of the Geneva-based owner of
brands such as Cartier, Alfred Dunhill
and Vacheron Constantin dropped
16%, or 21% at constant currencies,
broadly in line with market expecta-
tions. It didn’t provide the absolute
figures, and will report its fiscal first-
half figures in November.

The company reiterated that it ex-
pects profitability for the six months
that end Sept. 30, the first half of its
financial year, to be significantly be-
low the year-earlier figure.

Still, analysts noted some bright
spots in Richemont’s trading update.
Asian sales—excluding Japan, which
continued to contract—rose 5%.

Analysts expect Richemont’s
sales performance to improve in com-
ing months because comparative fig-
ures will be easier, while profitability
should be helped by cost-cutting mea-
sures such as reducing hours for
Swiss employees at its Cartier and
Piaget operations.

Longer-term, Richemont is ex-
pected to play a role in any industry
consolidation. The company, con-
trolled by South Africa’s Rupert fam-
ily, has Œ820 million ($1.19 billion) of
cash on its books. It hasn’t ruled out
any acquisitions, and smaller players
may come up for grabs as the eco-
nomic downturn hits company fi-
nances. However, so far Richemont
says it is struggling to find any inter-
esting targets.

Altria sets new products
Tobacco giant takes
aim at expanding
smokeless market

Panel backs Glaxo HPV vaccine

Altria is launching a long-cut wintergreen version of Copenhagen that will compete
with Reynolds American’s fast-growing Grizzly long-cut wintergreen variety.

CORPORATE NEWS

By Jennifer Corbett Dooren

A U.S. Food and Drug Adminis-
tration panel Wednesday backed

GlaxoSmithKline PLC’s Cervarix
vaccine that is designed to protect
against cervical cancer.

The panel of outside medical ex-
perts voted that the vaccine was
safe and effective at preventing an
infection that can cause cervical
cancer in women as well as a pre-
cancerous condition that can lead
to cervical cancer. The votes
amount to a recommendation that
the FDA approve the vaccine for
use in females 10 to 25 years old.

The FDA usually follows the ad-
vice of its panels but isn’t required
to do so. The agency could make a
decision by Sept. 29. Cervarix, one
of Glaxo’s most important new prod-
ucts, is currently approved in about
100 countries outside the U.S.

If approved in the U.S., Cer-
varix would compete against
Merck & Co.’s Gardasil, which
was approved in 2006. Gardasil is

also available outside the U.S.
Later Wednesday, the same

FDA panel was to review Merck’s
application to expand Gardasil’s
use in males to prevent genital
warts.

Cervarix is designed to protect
against cervical cancer and other
conditions linked to two strains of
human papillomavirus, or HPV, a
common sexually transmitted dis-
ease. Cervarix protects against
HPV strains 16 and 18, which are
linked to about 70% of cervical can-
cer cases in the U.S.

The FDA, however, raised con-
cerns about a higher rate of miscar-
riages among females who received
Cervarix and couldn’t rule out a
“small effect” on pregnancies.

Cervarix and Gardasil aren’t ap-
proved for use in pregnant women.

Neither Cervarix nor Gardasil
protects against all HPV infection.

Richemont has been
traditionally more
conservative in its
outlook than rivals.
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Executive Travel Program

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

www.thinkmediaoutdoor.be
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Gl High Yield I US BD LUX 09/08 USD 3.98 44.3 2.3 1.1
Gl Value A GL EQ LUX 09/08 USD 10.48 23.4 –21.4 –23.2
Gl Value B GL EQ LUX 09/08 USD 9.66 22.6 –22.2 –24.0
Gl Value I GL EQ LUX 09/08 USD 11.12 24.1 –20.8 –22.6
India Growth A - OT OT LUX 09/08 USD 108.90 NS NS NS
India Growth AX OT OT LUX 09/08 USD 95.12 64.7 7.6 –3.2
India Growth B - OT OT NA 09/08 USD 114.45 NS NS NS
India Growth BX OT OT LUX 09/08 USD 81.56 63.5 6.6 –4.1
India Growth I EA EQ LUX 09/08 USD 98.42 65.1 8.0 –2.9
Int'l Health Care A OT EQ LUX 09/08 USD 124.43 6.0 –14.3 –11.9
Int'l Health Care B OT EQ LUX 09/08 USD 105.28 5.2 –15.2 –12.8
Int'l Health Care I OT EQ LUX 09/08 USD 135.61 6.6 –13.7 –11.2
Int'l Technology A OT EQ LUX 09/08 USD 98.24 34.3 –10.8 –14.3
Int'l Technology B OT EQ LUX 09/08 USD 85.40 33.4 –11.7 –15.1
Int'l Technology I OT EQ LUX 09/08 USD 109.88 35.0 –10.1 –13.6
Japan Blend A JP EQ LUX 09/08 JPY 6067.00 13.1 –22.1 –23.2
Japan Growth A JP EQ LUX 09/08 JPY 5929.00 6.6 –23.4 –23.6
Japan Growth I JP EQ LUX 09/08 JPY 6086.00 7.2 –22.8 –23.0
Japan Strat Value A JP EQ LUX 09/08 JPY 6146.00 19.2 –21.5 –23.4
Japan Strat Value I JP EQ LUX 09/08 JPY 6294.00 19.8 –20.9 –22.7
Real Estate Sec. A OT EQ LUX 09/08 USD 13.41 25.7 –20.5 –18.2

Real Estate Sec. B OT EQ LUX 09/08 USD 12.29 24.8 –21.3 –19.1
Real Estate Sec. I OT EQ LUX 09/08 USD 14.37 26.3 –19.9 –17.6
Short Mat Dollar A US BD LUX 09/08 USD 7.10 7.8 –2.0 –8.0
Short Mat Dollar A2 US BD LUX 09/08 USD 9.45 7.9 –2.2 –8.1
Short Mat Dollar B US BD LUX 09/08 USD 7.10 7.5 –2.5 –8.5
Short Mat Dollar B2 US BD LUX 09/08 USD 9.42 7.5 –2.6 –8.5
Short Mat Dollar I US BD LUX 09/08 USD 7.10 8.2 –1.5 –7.5

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 09/07 GBP 7.51 12.7 –2.3 –8.7
Andfs. Borsa Global GL EQ AND 09/07 EUR 6.00 3.4 –20.3 –19.8
Andfs. Emergents GL EQ AND 09/07 USD 14.96 49.7 –3.5 –10.8
Andfs. Espanya EU EQ AND 09/07 EUR 13.05 20.6 –0.5 –10.1
Andfs. Estats Units US EQ AND 09/07 USD 13.59 11.5 –18.3 –15.7
Andfs. Europa EU EQ AND 09/07 EUR 7.41 14.2 –11.1 –16.8

Andfs. Franca EU EQ AND 09/07 EUR 9.05 9.3 –12.8 –18.6

Andfs. Japo JP EQ AND 09/07 JPY 505.99 15.4 –14.3 –21.2

Andfs. Plus Dollars US BA AND 09/07 USD 9.04 7.2 –8.1 –7.5

Andfs. RF Dolars US BD AND 09/07 USD 11.08 8.5 –2.1 –1.0

Andfs. RF Euros EU BD AND 09/07 EUR 10.58 18.1 0.1 –2.7

Andorfons EU BD AND 09/07 EUR 14.05 17.8 –0.8 –5.2

Andorfons Alternative Premium OT OT AND 07/31 EUR 95.97 3.9 –14.7 –8.8

Andorfons Mix 30 EU BA AND 09/07 EUR 9.14 12.9 –10.9 –11.0

Andorfons Mix 60 EU BA AND 09/07 EUR 8.73 7.3 –19.2 –17.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/04 USD 216937.33 60.8 4.8 –8.4

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 09/09 EUR 9.17 –5.2 –7.7 –3.0

DJE-Absolut P GL EQ LUX 09/09 EUR 190.82 8.9 –7.4 –10.4

DJE-Alpha Glbl P EU BA LUX 09/09 EUR 167.34 8.8 –4.5 –7.3
DJE-Div& Substanz P GL EQ LUX 09/09 EUR 200.37 14.6 –3.1 –8.1
DJE-Gold&Resourc P OT EQ LUX 09/09 EUR 159.32 21.9 10.5 –2.6
DJE-Renten Glbl P EU BD LUX 09/09 EUR 128.08 7.0 5.7 2.6
LuxPro-Dragon I AS EQ LUX 09/09 EUR 142.06 53.0 14.9 –8.4
LuxPro-Dragon P AS EQ LUX 09/09 EUR 138.46 52.6 14.2 –9.6
LuxTopic-Aktien Europa EU EQ LUX 09/09 EUR 16.64 16.1 –0.5 –4.8
LuxTopic-Pacific AS EQ LUX 09/09 EUR 14.32 58.2 –11.1 –17.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 08/31 USD 42.95 24.2 –16.9 –8.2
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 22.51 7.4 –41.0 –12.4
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Petrobras CEO Sergio Gabrielli, shown last week, said the valuations would be
transparent and adhere to established industry standards.

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

By John Lyons

SÃO PAULO—Seeking to allay in-
vestor concerns about the Brazilian
government’s plan to use oil rights
to purchase shares in Petroleo
Brasileiro SA, Chief Executive Ser-
gio Gabrielli said he plans to hire es-
tablished appraisal firms to ensure
that Petrobras pays “fair value” for
the rights.

After the plan was announced
last week, some investors in Petro-
bras sold their shares, concerned
that the company might overpay for
the rights, undermining the hold-
ings of existing minority investors.
Although Petrobras is controlled by
the government, a substantial num-
ber of its shares trade in São Paulo
and New York.

That the federal government is
also the controlling shareholder of
Petrobras creates a conflict of inter-
est that unnerved investors, ana-
lysts said.

But hiring well-known oil-rights
appraisal firms may help boost in-
vestor confidence, analysts said. Un-
der the plan, the Brazilian govern-
ment will purchase new Petrobras
shares by transferring to the com-
pany rights to extract five billion
barrels of oil from unspecified fields
located in newly discovered off-
shore tracts that represent poten-
tially the biggest Western Hemi-
sphere discovery in three decades.

Mr. Gabrielli said the valuations
would be transparent and adhere to

established industry standards.
“This has to be done at a fair value,”
Mr. Gabrielli said by telephone from
Rio de Janeiro.

The oil industry relies on a small
group of oil appraisal firms such as
Gaffney, Cline & Associates to cer-
tify reserves and provide informa-
tion in oil-rights auctions.

Mr. Gabrielli, a bearded, 59-year-
old academic who holds a doctorate
in economics from Boston Univer-
sity, is set Monday to begin a week-
long trip to reassure suppliers, in-
dustry peers and U.S. and European
investors about planned changes to
Brazil’s oil industry.

The Brazilian government wants
to play a bigger role in the develop-
ment of the nation’s massive new oil
finds in order to reap more earnings
and fund an ambitious social
agenda.

Under proposed rule changes,
Petrobras is guaranteed a 30% stake
in the development of the new
fields. The federal government will
also take direct stakes in production
of the fields and launch a fund to pay
for education, social welfare and
other programs.

But the government’s decision to
pay for its investments with oil-field
rights, rather than cash, unnerved
some investors. Valuing such rights
is tricky because development of
Brazil’s new oil fields is challenging.
The oil lies miles below the ocean
floor, under a layer of shifting salt.

Some analysts have suggested
that Brazil is overly optimistic
about the fields’ prospects. A Brazil-
ian senator last week told reporters
that the rights will be worth around
$10 a barrel. Morgan Stanley esti-
mates fair value at closer to $5.80.

Petrobras defends deal
‘Fair value’ will rule
state’s investment,
chief executive says

Credit Suisse, Deutsche
sell their Huntsman debt

Brazil’s Guara field has more oil than expected, companies say

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

By Kate Haywood

Credit Suisse Group and Deut-
sche Bank AG are selling down their
exposure to Huntsman Internation-
al’s $600 million 5.5% seven-year
bonds, as well as the firm’s $500 mil-
lion loan facility, according to three
people familiar with the situation.

The sell-down highlights how far
the credit markets have come since
they soured two years ago.

Huntsman issued the senior unse-
cured notes to Credit Suisse and
Deutsche Bank as part of a $1.7 bil-
lion settlement of a lawsuit with the
banks in favor of parent Huntsman
Corp. over a failed buyout of the
company. The loan was part of that
litigation deal.

The banks now are looking to sell
their exposure to junk-bond and le-
veraged-loan investors, according
to Timothy Doherty, analyst at KDP
Investment Advisors. Writing in a
note to clients, Mr. Doherty said that
Huntsman’s debt balance won’t be
affected by the sale; rather, the cash
will be realized by the two banks.

James Lee, senior fixed-income
analyst at Calvert Asset Manage-
ment, described Wednesday’s deal
as a “refinancing” of the $600 mil-
lion bonds. He said the banks were
looking to sell the $600 million 5.5%
senior unsecured bonds due 2016.

Yield guidance on the bonds was
set around 9.57%, Mr. Doherty said

A spokesman for Huntsman
Corp. wasn’t available to comment
on the debt sales.

The settlement related to the ter-
minated merger agreements with
Apollo Management LP-owned Hex-
ion Specialty Chemicals Inc.

Hexion had agreed to buy Hunts-
man in July 2007 for $6.5 billion. But
the Huntsman buyout collapsed in
June 2008 as the credit markets
soured. Apollo asked a Delaware
court to rescind the deal, arguing a
combined firm would be insolvent. A
judge ruled against Apollo.

Huntsman later sued the banks in
Texas, accusing them of failing to
fund the deal because they wanted to
avoid billions of dollars in loan losses.
In December, Huntsman reached a $1
billion settlement with Apollo.

As part of the settlement, Credit
Suisse and Deutsche Bank agreed to
provide Huntsman with $1.73 billion
in cash and financing, according to
Standard & Poor’s LCD Unit. This in-
cluded the $600 million bond, as
well as $650 million in cash and $12
million in reimbursements for litiga-
tion costs. In addition, they pro-
vided the $500 million term loan
due 2016. The banks launched a sell-
down of this loan earlier this week,
according to LCD.

Huntsman used the settlement
proceeds to pay down the $296 mil-
lion principal outstanding on the com-
pany’s 11.625% senior secured notes
due 2010, and $198 million outstand-
ing on 11.5% senior notes due 2012.
The remaining portion of the settle-
ment bolstered liquidity at the com-
pany, according to Standard & Poor’s.

Calvert Asset Management’s Mr.
Lee said the debt is likely to find fa-
vor with investors. “The settlement
is the biggest positive Huntsman
has. Operationally the company
isn’t doing very well, but it has
plenty of cash,” he said.
 —Peter Lattman

contributed to this article.
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By Bernd Radowitz

And James Herron

Repsol YPF SA and BG Group
PLC said Wednesday that the Guara
field in Brazil contains more oil than
expected, but analysts cautioned
that production from the field could
be costly because of its geographi-
cal location.

The potential of the “megafield”
shown in a recent production test
has “surprised us all,” said Repsol
Chairman Antonio Brufau in a radio
interview. “The reserves that could
exist there exceed our initial esti-
mates a lot.”

Late Tuesday, Brazilian state-run
oil company Petróleo Brasileiro SA,
or Petrobras, said the find has an esti-
mated 1.1 billion to two billion bar-

rels of oil equivalent in reserves. Rep-
sol holds 25% in the block, while BG
Group and operator Petrobras have
stakes of 30% and 45%, respectively.

The new reserves figure is an in-
crease from previous estimates of
about one billion barrels of oil equiv-
alent, but the wide range and lack of
information about the economics of
production from the field makes it
difficult to value, said Evolution Se-
curities analyst Richard Griffith.

Oil found in Brazil’s subsalt region
is usually located at water depths of
about 2,000 meters and a further
5,000 meters under sand, rock and a
shifting layer of salt, making produc-
tion complicated and costly.

The Guara result is nevertheless
a welcome bit of good news after a
pair of disappointing wells this sum-

mer that tarnished the image of Bra-
zil’s prolific Santos Basin. In July
ExxonMobil Corp.’s Guarani pros-
pect, in the BM-S-22 offshore block
to the southeast of other discover-
ies, came up dry. Last month BG
Group’s Corcovado-2 well, in the
BM-S-52 block northwest of the big-
gest fields, also failed to find recov-
erable hydrocarbons.

Industry observers are awaiting
test results from BG’s nearby Corco-
vado-1 well, which have been de-
layed because of higher-than-ex-
pected pressure in the borehole. De-
spite these setbacks, the Santos ba-
sin is still estimated to contain bil-
lions of barrels of oil and transform
Brazil into a major oil exporter.

Guara is one of Repsol’s priori-
ties, Mr. Brufau said, and should

produce about 120,000 barrels a
day within two or three years. That
is 20% larger than a 100,000-bar-
rels-per-day output estimate BG
gave in July.

“With activities ongoing and
planned at Tupi, Abare-West, Corco-
vado, Iracema, Iara, Carioca and Pa-
rati, it is clear that the Santos Basin
presalt will make a very material
contribution to the production and
cash flow of BG Group for many
years to come,” said BG Chief Execu-
tive Frank Chapman.

Brazil could be transformational
for Repsol as it boosts its reserves
and helps the company diversify
away from Argentina to other less
risky countries, analysts at Chev-
reux said in a research note.

Repsol’s reserves have been de-

clining in recent years as oil fields
matured and production contracts
in several South American coun-
tries changed.

Without its Argentine YPF unit,
Repsol had 1.1 billion barrels of oil
equivalent in proven reserves at
the end of 2008. The company has
long said it plans to reduce its 84%
stake in YPF. Once the reserves
from Guara can be booked, the field
could add as many as 500 million
barrels of oil equivalent to Repsol’s
own reserves.

BG had 2.5 billion barrels of oil
equivalent in proven oil and gas re-
serves at the end of 2008. Guara
could add as many as 600 million
barrels of oil equivalent to its re-
serves.
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After a rough year, it looks
like the worst is over
for Hungary’s economy,
which was hit hard by

the global economic downturn.
“Hungary has quietly done

much better than anybody thought
it would have done,” says Anders
Aslund, senior fellow at the
Peterson Institute for International
Economics in Washington.

In July, Hungary sold €1
billion of bonds on the interna-
tional market, a sign of renewed
investor confidence.

“The good news is they have
made significant progress in both
the fiscal area and the banking
area,” says James Morsink, the
International Monetary Fund’s
mission chief for Hungary,
speaking from Washington. “As
global financial markets settle
down, investors who look at
Hungary are feeling confident
that prospects are improving.”

Like many countries, Hungary
is still in recession. The Paris-
based Organization for Econom-
ic Cooperation and Development
(OECD) forecasts a 6% drop in
gross domestic product for this
year, with GDP slightly negative
to flat next year and returning to
growth in 2011. Though Hungary
is one of the hardest-hit countries
among the new European Union
member states, it is doing better
than Russia, Ukraine or the Baltics.

As a small country of only 10
million people, Hungary opened
its economy to the outside world

in the early 1990s, after the fall
of communism in 1989.

Exports account for 80% of
GDP, one of the highest rates in
Europe. Exports in the first half
of this year were €28.39 billion,
down 25.5% from a year earlier
in euro terms, according to the
Hungarian Central Statistical
Office. Most of Hungary’s
exports are to the EU, and
within that, Germany leads the
list. Even Hungary’s financial
sector is highly integrated into
global markets, with, for
example, about 60% of the
country’s banking system being
owned by foreign banks.

Even before the global crisis,
Hungary was in a vulnerable state

because of high debt levels, says
Margit Molnár, an economist with
the OECD. Hungary’s external
debt is around 120% of GDP, which
is high though not the highest in
the region. “In the last decade,
the country was relying on foreign
financing,” she says. Once the crisis
hit, “a bailout by international
institutionswas inevitable,” she adds.

The IMF, World Bank and EU
stepped in last October with a
€20 billion loan package that
came with plenty of strings
attached, mainly to reduce the
budget deficit and bring down
government debt.

Hungary has been working to
comply. Its budget deficit for this
year is 3.9% of GDP, compared
with 5.7% for the euro zone, Mr.
Aslund of the Peterson Institute
says. This year it slashed govern-
ment spending by four percent-
age points of GDP, and another
one percentage point of cuts is
expected in 2010. “When the
economy comes back, it will
bring in revenues. That will give
them a fiscal situation that’s
broadly balanced and will eventu-
ally help bring down the debt,”
Mr. Morsink says.

Foreign investors already are
positioning themselves to be

ready for the rebound in Hungary,
says György Retfalvi, chief executive
of ITD Hungary, the country’s
investment and trade develop-
ment agency, based in Budapest.

“What we see currently is a
high intensity of would-be investors,”

he says. “They aren’t rushing in,
but are evaluating business cases
so when they see the end of the
tunnel they can act with precision.”

The sectors generating the
most interest are shared-service
centers, autos and electronics.

The focus on these areas stems
from what companies are
experiencing elsewhere in the
current economic crisis, Mr.
Retfalvi says. Companies that
have already slashed costs can
turn to shared-service centers for
new savings, while improving
quality and standardization of
services. In production sectors
such as autos and electronics,
companies are re-evaluating
excess capacity in high-cost
locations and looking for more
attractive alternatives to move
into when the economy picks up.

Hungary has a well-educated,
skilled work force in a central
location, adds Mr. Retfalvi.

Another advantage for exporters is
the forint, which has bounced back
from its low point of about 315 to
the euro to about 270 currently,
some 10% below its pre-crisis levels.

The improved environment
has allowed the central bank to
cut interest rates, which in turn
tends to stimulate growth. The
central bank trimmed one percent-
age point in July and half a
percentage point in August to 8%.

“In macroeconomic areas, the
government has made important
progress that has laid the founda-
tion for growth,” says Mr. Morsink
of the IMF. “Because they have
done this, they can now start
cutting interest rates.”

Special Advertising Section

Hungary

“In macroeconomic
areas, the government
has made important
progress that has
laid the foundation
for growth.”

By Catherine Bolgar

Hungary GDP
at current prices
(annual % change)

* estimates

Source: IMF, World Economic Outlook
Database, April 2009
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Foreign investors
are poised for an
economic rebound
Significant progress in banking and finance
boosts foreign confidence; shared-service centers,
autos and electronics attract most interest

Japan’s Suzuki Motor Corp. is a significant investor in Hungary’s auto industry.
The sector is likely to invite more foreign interest as the export market improves.
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Contact: rudolf.lercher@ri.co.at Phone: +43-1-71 707-3537 www.ri.co.at

Follow the leader in
Central and eastern europe.
■ The largest banking network in Central and Eastern Europe ■ 15 million customers
serviced through more than 3,000 business outlets ■ An extensive range of
financial services, including leasing, building society, investment banking, asset
management and pension funds ■ Recent awards include Best Bank in Central and
Eastern Europe from Euromoney, Global Finance and The Banker.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 09/08 USD 9.60 16.9 –18.2 –17.9

Am Blend Portfolio I US EQ LUX 09/08 USD 11.29 17.6 –17.5 –17.2
Am Growth A US EQ LUX 09/08 USD 28.04 22.4 –4.1 –8.0
Am Growth B US EQ LUX 09/08 USD 23.65 21.6 –5.1 –9.0
Am Growth I US EQ LUX 09/08 USD 31.00 23.1 –3.3 –7.3
Am Income A US BD LUX 09/08 USD 8.14 18.4 5.2 3.9
Am Income A2 US BD LUX 09/08 USD 18.06 18.7 5.1 3.9
Am Income B US BD LUX 09/08 USD 8.14 17.7 4.3 3.1
Am Income B2 US BD LUX 09/08 USD 15.60 18.1 4.4 3.2
Am Income I US BD LUX 09/08 USD 8.14 18.9 5.9 4.5
Am Value A US EQ LUX 09/08 USD 7.98 10.7 –14.7 –17.0
Am Value B US EQ LUX 09/08 USD 7.37 9.8 –15.6 –17.8
Am Value I US EQ LUX 09/08 USD 8.56 11.2 –14.1 –16.4
Asian Technology A OT EQ LUX 09/08 USD 13.99 59.9 8.7 –8.7
Asian Technology B OT EQ LUX 09/08 USD 12.28 58.9 7.6 –9.6
Asian Technology I OT EQ LUX 09/08 USD 15.56 60.7 9.6 –8.0
Emg Mkts Debt A GL BD LUX 09/08 USD 14.79 34.1 9.1 6.4
Emg Mkts Debt A2 GL BD LUX 09/08 USD 18.72 34.5 9.2 6.4
Emg Mkts Debt B GL BD LUX 09/08 USD 14.79 33.3 8.0 5.3
Emg Mkts Debt B2 GL BD LUX 09/08 USD 18.08 33.5 8.1 5.4
Emg Mkts Debt I GL BD LUX 09/08 USD 14.79 34.6 9.6 6.9
Emg Mkts Growth A GL EQ LUX 09/08 USD 30.01 49.8 –10.4 –13.7

Emg Mkts Growth B GL EQ LUX 09/08 USD 25.51 48.7 –11.3 –14.5
Emg Mkts Growth I GL EQ LUX 09/08 USD 33.18 50.5 –9.6 –13.0
Eur Growth A EU EQ LUX 09/08 EUR 6.63 19.0 –16.2 –19.8
Eur Growth B EU EQ LUX 09/08 EUR 5.98 18.2 –17.1 –20.5
Eur Growth I EU EQ LUX 09/08 EUR 7.21 19.6 –15.6 –19.1
Eur Income A EU BD LUX 09/08 EUR 6.38 32.1 5.1 0.7
Eur Income A2 EU BD LUX 09/08 EUR 12.18 32.2 5.1 0.7
Eur Income B EU BD LUX 09/08 EUR 6.38 31.5 4.4 0.0
Eur Income B2 EU BD LUX 09/08 EUR 11.36 31.6 4.4 0.0
Eur Income I EU BD LUX 09/08 EUR 6.38 32.5 5.7 1.3
Eur Strat Value A EU EQ LUX 09/08 EUR 8.20 17.8 –23.4 –25.5
Eur Strat Value I EU EQ LUX 09/08 EUR 8.38 18.5 –22.7 –24.8
Eur Value A EU EQ LUX 09/08 EUR 8.76 20.3 –18.1 –22.4
Eur Value B EU EQ LUX 09/08 EUR 8.09 19.5 –18.9 –23.2
Eur Value I EU EQ LUX 09/08 EUR 10.10 21.0 –17.4 –21.8
Gl Balanced (Euro) A EU BA LUX 09/08 USD 15.68 14.1 –13.7 –13.6
Gl Balanced (Euro) B EU BA LUX 09/08 USD 15.32 13.3 –14.6 –14.4
Gl Balanced (Euro) C EU BA LUX 09/08 USD 15.58 14.0 –13.9 –13.8
Gl Balanced (Euro) I EU BA LUX 09/08 USD 15.95 14.7 –13.0 –13.0
Gl Balanced A US BA LUX 09/08 USD 15.61 17.5 –10.3 –12.0
Gl Balanced B US BA LUX 09/08 USD 14.89 16.7 –11.2 –12.8

Gl Balanced I US BA LUX 09/08 USD 16.15 18.0 –9.7 –11.4
Gl Bond A US BD LUX 09/08 USD 9.12 9.7 6.3 3.9
Gl Bond A2 US BD LUX 09/08 USD 15.60 9.8 6.3 3.9
Gl Bond B US BD LUX 09/08 USD 9.12 9.0 5.2 2.9
Gl Bond B2 US BD LUX 09/08 USD 13.71 9.1 5.2 2.9
Gl Bond I US BD LUX 09/08 USD 9.12 10.1 6.9 4.5
Gl Conservative A US BA LUX 09/08 USD 14.42 11.9 –3.0 –4.9
Gl Conservative A2 US BA LUX 09/08 USD 16.32 11.9 –2.9 –4.9
Gl Conservative B US BA LUX 09/08 USD 14.43 11.2 –3.8 –5.8
Gl Conservative B2 US BA LUX 09/08 USD 15.56 11.2 –3.9 –5.8
Gl Conservative I US BA LUX 09/08 USD 14.47 12.6 –2.0 –4.2
Gl Eq Blend A GL EQ LUX 09/08 USD 10.86 21.5 –22.3 –22.6
Gl Eq Blend B GL EQ LUX 09/08 USD 10.22 20.7 –23.1 –23.4
Gl Eq Blend I GL EQ LUX 09/08 USD 11.42 22.1 –21.7 –22.0
Gl Growth A GL EQ LUX 09/08 USD 38.56 19.6 –23.3 –22.2
Gl Growth B GL EQ LUX 09/08 USD 32.29 18.8 –24.0 –23.0
Gl Growth I GL EQ LUX 09/08 USD 42.71 20.2 –22.7 –21.6
Gl High Yield A US BD LUX 09/08 USD 3.98 43.6 1.5 0.4
Gl High Yield A2 US BD LUX 09/08 USD 8.29 43.9 1.3 0.4
Gl High Yield B US BD LUX 09/08 USD 3.98 42.3 0.1 –0.8
Gl High Yield B2 US BD LUX 09/08 USD 13.37 43.0 0.4 –0.6

Please turn to next page

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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Yen, capital concerns end
run of three gains for Nikkei

HF Distressed Securities
These funds specialize in financially troubled companies. Bankruptcy, distressed sales, or re-
organizations are some opportunities. Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending September 09, 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

4 Forum Forum Asset USDiBritish VI –2.01 16.85 10.68 10.34
Absolute Return Fund Ltd A Management LLC

4 Wexford Wexford Capital USDiUnited States 25.09 14.35 7.42 13.39
Credit Opportunities LP LLC

4 Wexford Wexford Capital USDiCayman Isl 25.09 14.35 7.43 13.21
Offshore Credit Opts Limited LLC

5 King Street King Street USDiBritish VI 10.94 12.91 8.81 12.75
Capital, Ltd. Capital Management, L.P.

NS Brookdale Weiss Asset USDiCayman Isl 15.03 11.51 12.72 16.43
Global Opportunity Fund Management LLC

5 King Street King Street USDiUnited States 11.00 11.09 8.20 12.97
Capital LP Capital Management, L.P.

NS ASM Asia Argyle Street USDiCayman Isl –2.57 9.15 14.49 14.18
Recovery Fund Management Limited

NS Endeavour Endeavour Capital USDiCayman Isl 8.06 5.48 9.52 NS
Pembroke Fund Limited LLP

NS Ascend Alpha Ascend Capital LLC USDiUnited States –4.76 3.13 NS NS
Strategies LP

NS Ascend Alpha Ascend Capital LLC USDiBritish VI –4.92 3.06 NS NS
Strategies LTD
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Dilemma in derivatives
Soured contracts
a reminder of risks
in Chinese dealings

ICBC starts unit for metals trading

FUND SCORECARD

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

By Colin Ng

And Philip Vahn

Japanese stocks retreated for
the first time in four sessions
Wednesday as worries about the
yen’s recent strength pressured ex-

porters, while
banks lost ground
on concerns they
could have to raise
capital.

Chinese stocks edged higher for a
seventh session, matching a seven-
day streak that ended May 8. Re-
source-sector shares paced the gains
and outperformed in some other mar-
kets on higher commodity prices.

Japan’s Nikkei Stock Average of
225 companies fell 0.8% to 10312.14,
China’s Shanghai Composite edged
up 0.5% to 2946.26, and Hong Kong’s
Hang Seng Index lost 1% to 20851.04,
snapping a four-session rally. The
Bombay Stock Exchange’s 30-share
Sensitive Index rose 0.4% to 16183.55,
its highest close since May 30, 2008.

Japanese banks traded lower af-
ter Goldman Sachs wrote in a report
that they were among “the more vul-
nerable to implementation of new
global capital regulations.” The bro-
kerage cited “low levels of internal
capital generation to avert capital
raisings” and cut its price target for

Mizuho Financial Group. Mizuho fell
2%, with Mitsubishi UFJ Financial
Group dropping 3% and Sumitomo
Mitsui Financial Group losing 2.7%.

Exporters Toyota Motor fell 1.8%
and Sony slid 2.2%. “The market is
worried that the dollar may fall to
90 yen near term,” said Mizuho Secu-
rities’ senior technical analyst Yu-
taka Miura.

Among resources stocks, Baos-
han Iron & Steel rose 3.1% and Yun-
nan Chihong Zinc & Germanium
jumped 5% in Shanghai, while
Jiangxi Copper rose 1.9% in Hong
Kong. Newcrest Mining rose 1.5% in
Sydney, Japan Petroleum Explora-
tion rose 1.9% in Tokyo, and base
metals producer Sterlite Industries
(India) closed up 1% in Mumbai.

These stocks were supported af-
ter crude-oil futures on Tuesday
posted their biggest single-day rise
since Aug. 19 and the price of gold
again topped $1,000 per ounce in in-
traday trade.

Elsewhere, Lenovo Group tum-
bled 5.7% in Hong Kong as private-eq-
uity funds sold shares in the personal-
computer maker worth $133 million.

Trading in shares of Genting Sin-
gapore was suspended before the
company announced a rights issue
to boost capital and expand its busi-
nesses.

By Laura Santini

HONG KONG—Foreign banks that
entered oil-derivative contracts
with some Chinese airlines and ship-
pers could find they have little re-
course if the companies make good
on threats to default on their obliga-
tions.

Earlier this week, China’s State-
Owned Assets Supervision and Ad-
ministration Commission offered en-
couragement to some Chinese com-
panies to challenge losses stemming
from derivatives used to protect
against sudden spikes in the price of
fuel.

Some of China’s biggest airlines
and shippers lost hundreds of mil-
lions of dollars last year on deriva-
tive trades when the price of oil
plunged. They are now seeking to
claw back those losses.

Last month, China Eastern Air-
lines Corp., Air China Ltd. and China
Ocean Shipping (Group) Co. sent let-
ters to a handful of foreign banks, in-
cluding Deutsche Bank AG, Goldman
Sachs Group Inc., J.P. Morgan Chase
& Co., Citigroup Inc. and Morgan
Stanley. The letters warned that the
companies reserved the right to de-
fault on those obligations.

Bankers say they haven’t heard of
any defaults thus far. A spokes-
woman for the International Swaps
and Derivatives Association, a global
trade association for over-the-
counter derivatives, declined to com-
ment.

Still, support from the Chinese

government has heightened con-
cerns among Western investment
banks about the risks of doing busi-
ness in China. Bankers and lawyers
say that firms’ ability to collect on
outstanding obligations, especially
in the event of a dispute, has always
been tenuous, but the recent letters
have pushed these concerns to the
fore.

Western banks are already plan-
ning to impose higher costs on Chi-
nese companies that want to enter
into such hedging arrangements, in-
cluding requiring larger amounts of
collateral, bankers say.

Typically, such hedging arrange-
ments are struck in Hong Kong, Sin-
gapore or other jurisdictions with a
well-established framework for re-
solving contract disputes.

Foreign court rulings are notori-
ously difficult to enforce on the main-
land, lawyers say. In addition, deriva-
tives counterparties generally in-
clude mandatory binding arbitra-
tion, says Thomas Britt, a Hong Kong-
based lawyer at Debevoise &
Plimpton LLC. The parties agree to
select their own arbitrators, usually

experts in the field, and abide by the
resulting decision.

Lawyers say that China has
agreed to enforce arbitration awards
on the mainland, under terms of a
multilateral convention drafted in
the late 1950s. Still, Beijing can opt to
set aside an arbitration outcome.

“The government can still con-
clude that it is contrary to public pol-
icy to enforce complex and unfair
contracts when Chinese companies
have made a legitimate claim that
they were misled,” Mr. Britt says.

People close to the banks that re-
ceived letters say that if China balks
at accepting arbitration terms, the
firms could still seek a court ruling in
Hong Kong, Singapore, the U.K., or
whichever jurisdiction governs a par-
ticular contract. In that case, they
may be able to seize overseas assets
of the Chinese companies—a Chi-
nese aircraft that touches down in
London, for example.

But it’s an unlikely course of ac-
tion, these people say. No global
bank wants to be responsible for
heightening international political
tensions with China.

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.
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Picking a fight
Some of the foreign banks China Eastern Airlines, Air China and China Ocean 
Shipping sent letters to:

n Goldman Sachs

n J.P. Morgan Chase

n Deutsche Bank

n Citigroup

n Morgan Stanley

SHANGHAI—Industrial & Com-
mercial Bank of China Ltd. on
Wednesday launched a unit special-
izing in precious-metals trading,
seeking to capitalize on bullish com-
modity prices and an appetite for
gold in China.

“With China’s rising affluent pop-
ulation, its gold market has been ex-
panding at a rapid pace, and we be-
lieve it still has huge potential to
grow,” ICBC said in a statement.

ICBC, China’s largest lender by
assets, said the Shanghai-based unit
will engage in financing, investing
and leasing in the precious-metal
markets, mainly related to gold.

The statement comes after gold
futures topped $1,000 an ounce
both in London and New York trad-

ing Tuesday as the U.S. dollar tum-
bled.

Gold-futures prices also have ral-
lied in China in the past week, and
some foreign analysts have specu-
lated that that the Chinese govern-
ment is encouraging “gold fever,”
pointing to a recent China Central
Television news program that ap-
peared to advocate ordinary citi-
zens buying precious metals as in-
vestments.

But Hu Yanyan, gold analyst for
Everbright Futures, said there
hasn’t been any direct government
action to support gold prices and dis-
missed suggestions that the CCTV
program was an expression of gov-
ernment policy. “The large majority
of trading is going on among funds

and bigger investors,” Ms. Hu said.
Analysts expect the rally in gold

prices to ebb after it rides a period
of dollar weakness and equity
strength.

In 2008, China overtook South Af-
rica as the world’s largest supplier
of gold. In January-May 2009, Chi-
na’s gold output rose 14% from a
year earlier to 120.24 metric tons, ac-
cording to government data.

Earlier this year, China’s regula-
tors allowed ICBC and three other
banks to trade gold futures in a bid
to invigorate the Shanghai Futures
Exchange. The move also gave the
banks a platform to develop hedg-
ing products for wealth-manage-
ment clients, analysts said.
 —Yue Li and Chuin-Wei Yap
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Jet Airways cancels flights for second day

Jet Airways canceled 174 flights Wednesday in a standoff with its pilots. Above,
jets at the Mumbai airport

Vivendi bids for Brazilian telecom
French media giant
offers $2.9 billion;
Europe growth slows

Note: EBITA is earnings before interest, taxes 
and amortization
Source: the company

Slowing down
Vivendi’s SFR revenues slow as 
demand in mature markets dries up. 
SFR’s Ebita, in billions
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By Max Colchester

PARIS—French telecom and me-
dia firm Vivendi SA unveiled a Œ2 bil-
lion ($2.9 billion) bid for Brazilian
fixed-line telecom operator GVT
Holding SA on Wednesday, as part
of a wider strategy to offset slowing
growth in Europe by investing in
emerging markets.

Vivendi, which owns French tele-
com operator SFR, has been expand-
ing its telecom business around the
world over the past few years as its
fixed-line business in Europe has
suffered by consumers’ increased
use of mobile phones.

“It is not in our DNA to buy slow-
growing assets in slow-growing
markets,” Vivendi Chief Executive
Jean-Bernard Levy said in an inter-
view.

Brazil is the largest telecommu-
nications market in Latin America
by revenue—and Spain’s Telefónica
SA is a key player there in the both
the wireless and fixed-line busi-
nesses. GVT started in 2000 and op-
erates in the 72 most important cit-
ies in midwestern and southern Bra-

zil, and some northern states. Viv-
endi says GVT has 2.3 million cus-
tomers and had sales of $800 mil-
lion last year; a UBS research note
said GVT has 4% of Brazil’s market.

As regulators open the Brazilian
fixed-line telephone market to com-
petition, Vivendi says GVT can win
market share from current opera-
tors. Mr. Levy says GVT now has ac-
cess to all of Brazil, whereas before
it had access to only a third of the
country. He said GVT’s revenue had
grown 30% for two successive
years.

Some analysts, however, ques-
tioned the long-term benefits of in-
vesting in Brazil’s fixed-line busi-
ness just as Brazilians are turning to
mobile telephony.

“We are not getting into the mo-
bile business. We are going to focus
on GVT’s strategy, which is to focus
on the fixed-line services,” Mr. Levy
said in the interview.

The Paris-based company—
which owns record company Univer-
sal Music and video games maker Ac-
tivision Blizzard—is also hoping to
profit from GVT’s growing presence

in the Brazilian broadband Internet
market. Internet penetration is still
low at about 5%, compared with
France’s 30%, according to French
brokerage firm CM-CIC.

The deal requires the approval of
GVT’s board and shareholders. Viv-
endi, whose board also has to ap-
prove the deal, said the offer would
only go ahead if it obtained at least
51% of GVT’s capital and if it com-
pletes due diligence by Oct. 16. Ac-
cording to the terms of the deal,
GVT would remain listed and the
founding shareholders would hold
10% of the company, Mr. Levy
added.

“GVT looks like an attractive op-
erator with strong growth poten-
tial, but the price Vivendi is ready to
pay seems quite high,” Exane BNP
analyst Charles Bedouelle said in a
research note. Vivendi’s cash offer
of 42 Brazilian reals ($22.98) per
share represents a 15.83% premium
to GVT’s last closing share price.

As of March 31, Vivendi’s debt
stood at Œ8.3 billion . Mr. Levy said a
potential deal with GVT wouldn’t
harm Vivendi’s credit rating nor
would it affect dividend payments.

Should the GVT deal go through
Vivendi will stop investing in for-
eign telecoms “for the time being,”
Mr. Levy said.
 —Ruth Bender

contributed to this article.

Sino Land’s underlying profit climbs as sales strengthen

By Santanu Choudhury

And Anirban Chowdhury

NEW DELHI—Jet Airways India
Ltd. canceled 174 flights Wednesday
on the second day of a standoff with
its pilots amid a slowdown in the lo-
cal aviation market that has forced
carriers to trim capacity.

India’s second-largest domestic
carrier by market share sacked two
pilots earlier in the day Wednesday
and said it will consider all legal op-
tions against 432 pilots who are on
sick leave in protest against the sack-
ing of two pilots in July.

The two pilots fired Wednesday
were dismissed for disciplinary rea-
sons, Saroj Dutta, Jet’s executive di-
rector, said. The airline has a total of
760 pilots.

The standoff, which Jet calls a
“simulated strike,” forced the car-
rier to cancel 186 flights Tuesday, in-
cluding 32 international flights, and
combine several others, affecting
about 13,000 passengers.

Jet Wednesday canceled flights
to destinations including Bangkok,
Dubai, Singapore and Hong Kong
and shifted half its 14,000 domestic
passengers to other carriers.

The airline’s chief commercial of-
ficer, Sudheer Raghavan, said do-

mestic ticket bookings have slid to
14,000 per day from 23,000 follow-
ing the dispute. International book-
ings have dropped to 9,500 per day
from 10,500.

Jet said the pilots went on sick
leavedespiteacontinuingconciliation
process with airline management.

The Bombay High Court Tuesday
issuedarestrainingorderpreventing
pilots from going on sick leave after
Jetmovedanapplicationinthecourt.

Sam Thomas, general secretary
of the National Aviators’ Guild,
which represents the pilots, said the
pilots are willing to meet the air-
line’s management but will end
their protest only after the sacked pi-
lots are reinstated.

The dispute with the pilots
comes as Indian carriers such as Jet,
Kingfisher Airlines Ltd. and Air In-
dia post losses due to higher operat-
ing costs and lower consumer spend-
ing, which has hit air travel.

The carriers, which lost an esti-
mated $2 billion in the year ended
March 31, have reduced capacity,
cut staff numbers and deferred tak-
ing delivery of Boeing and Airbus
planes to lower costs.

Air passenger traffic fell about
5% in 2008 and declined 4.9% to
24.75 million passengers during the

first seven months of 2009.
The pilots who took leave are

part of the newly created National
Aviators’ Guild. The guild, which
says it represents more than 650 pi-
lots, had Monday called off a
planned strike after the government
labor commissioner said the strike
would be termed illegal under the In-
dustrial Disputes Act.

“In the last two years, the man-
agement has changed and has gone
back on every agreement there was,

including career progression and pi-
lot rostering agreements,” Mr.
Thomas said. “It’s our constitu-
tional right to form the union and
we are not going to disband it.”

Shares of Jet fell on investors’
worries over the impact of the stand-
off on the airline’s operations.

Shares fell as much as 6.5% in
early trade on the Bombay Stock Ex-
change but they recovered to close
fairly unchanged at 262.55 rupees
($5.42).

By Joyce Li

HONG KONG—Property devel-
oper Sino Land Co. said Wednesday
its annual underlying net profit rose
6.8% amid higher sales and solid de-
mand for the company’s projects.

Sino Land, which derives more
than 90% of its revenue from Hong
Kong, said underlying net profit was
3.6 billion Hong Kong dollars
(US$464.5 million) for the 12 months
ended June 30, up from HK$3.37 bil-

lion the previous year.
Analysts prefer to use underlying

netprofitas a gaugeof apropertycom-
pany’s performance, because changes
in the value of investment properties
can distort net earnings figures.

Sino Land’s net profit for the pe-
riod, which includes changes in the
value of investment properties, was
HK$3.73 billion, down 52% from
HK$7.72 billion the previous year.

The developer posted a gain
from investment properties of

HK$693.8 million, compared with
HK$3.91 billion in the previous year.
Disposal gains from equity invest-
ments totaling HK$272.9 million
also boosted the company’s net
profit in the previous fiscal year.

Revenue rose 55% to HK$9.69 bil-
lion, supported by a good market re-
sponse to several of the company’s
Hong Kong residential projects.

Revenue from property sales rose
88% to HK$6.81 billion, while revenue
from property investment increased

24% to HK$1.78 billion.
Chairman Robert Ng said Sino

Land will continue its policy of selec-
tively and continuously replenish-
ing its land bank both in Hong Kong
and China.

Sino Land, which had a land bank
of about 43.5 million square feet as
of the end of June, completed nine
residential projects in the most re-
cent fiscal year with a total attribut-
able gross floor area of more than
3.2 million square feet.
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—Compiled from staff
and wire service reports.

Barry Callebaut AG

Barry Callebaut AG said
Wednesday that its plan to merge
its consumer chocolate business
with Spain’s Natra SA soured due to
financial concerns, but the Swiss in-
dustrial chocolate producer re-
mained confident of being able to
sell the business in the medium
term. The Swiss chocolate maker
blamed the “gap in valuation of the
two companies” for the merger’s
failure. Barry Callebaut said in
March it would sell its consumer
business in exchange for a minority
stake of about 45% to 49% in the
Spanish company. But with the
slump in Natra’s valuation, Barry
Callebaut would have been forced
to take a bigger stake, which it
didn’t want to do, a spokeswoman
for the Swiss company said.

Diageo PLC

U.K.-based drinks giant Diageo
PLC on Wednesday rejected propos-
als from the Scottish government
that sought to safeguard the jobs of
Scottish workers, saying talks on
the issue are now closed. The Scot-
tish government last week called for
the use of public money to protect
900 workers whose jobs are under
threat from Diageo’s planned re-
structuring. Diageo said the propos-
als would embed inefficiencies and
would put further investment in
Scotland at risk. “Diageo has never
sought public funding for our pro-
posals,” said David Gosnell, Diageo’s
managing director for global sup-
ply. “We would prefer public money
to be directed to the economies of
Kilmarnock and Glasgow.”

OAO Gazprom

Oil arm posts 45% decline
in second-quarter profit

The oil arm of Russian gas mo-
nopoly OAO Gazprom on Wednes-
day posted a 45% drop in net profit
for the second quarter. OAO Gaz-
prom Neft recorded a $1.2 billion
net profit, down from $2.2 billion a
year earlier. However, lagging ex-
port duties and a recovery in oil
prices helped provide a boost com-
pared with first-quarter profit of
$334 million. Revenue slid 48% to
$5.18 billion from $9.96 billion a
year earlier, as crude-oil production
fell. Gazprom Neft also said it ob-
tained a $300 million three-year, un-
secured club term loan from Bank of
Tokyo-Mitsubishi UFJ Ltd.,
Raiffeisenbank and Orgresbank at
the beginning of August.

Deutsche Lufthansa AG

Deutsche Lufthansa AG said
Wednesday that passenger figures
for the airline group it heads were
up 13% in August from a year earlier,
boosted mainly by the inclusion of
British Midland Airways, or BMI. Co-
logne-based Lufthansa said the
group, which also includes Swiss In-
ternational Airlines, transported
nearly seven million passengers last
month, up from 6.1 million in August
2008. Last year’s figures were
dragged down by strikes. The com-
pany’s main airline, Germany’s
Lufthansa, posted a modest 0.4% in-
crease in passenger numbers, to
4.92 million from 4.88 million. The
group’s passenger load factor, a mea-
sure of how full its airplanes are, im-
proved to 83.5% from 81.9%.
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Jump in gold is tied to Barrick dehedging
As these trades ebb,
the market will lose
a key price suppport

By Devon Maylie

LONDON—Dehedging by the
world's largest gold producer, Bar-
rick Gold Corp., has been the driv-
ing force behind gold's move above
$1,000 a troy ounce this week, a
price level analysts say is unsus-
tainable.

Barrick said late Tuesday that it
will close its gold
hedges at a cost of
$1.9 billion over
t h e n e x t 1 2
months.

The company has converted 2.4
million ounces of fixed-price con-
tracts to floating-price contracts
since the end of June, which re-
quired the miner to buy that
amount of gold in the market.

The company still has three mil-
lion ounces of fixed-price con-
tracts to dehedge, but that will
take place over a longer period of
time, a Barrick spokesman said.

Gold hedging among producers,
or the practice of selling future
gold production in advance on the
belief that current prices will be
better than those in the future, is
declining. Dehedging involves a
company buying back such gold in
expectation of price rises.

“We have more buying to do,”
the Barrick spokesman said.

Traders and analysts said the de-
hedging done since the end of the
second quarter, before Barrick’s an-
nouncement, had been a major con-
tributor to the nearly $100 rise in
the price of gold over that period.

Barrick’s announcement indi-
cates producers are accelerating
the process of buying back hedges
to get full exposure to the metal, in
anticipation that prices will rise
further. But while dehedging has
driven gold prices higher, as the

amount of gold hedged shrinks, the
support to prices from dehedging
will begin to flag.

Barrick had 5.4 million ounces
of fixed-priced contracts at the end
of June. On Tuesday, the company
said it had 3.0 million ounces re-
maining as of Monday. The 2.4 mil-
lion ounces that it therefore de-
hedged between July 1 and then is
the equivalent to a sixth of global
mine production in that period,
said VM Group analyst Matthew
Turner.

The news is bearish for gold
prices. Analysts had been scram-
bling to explain the recent rise. But
now there is a consensus on the
cause—the Barrick dehedging—
and that it isn’t a cause likely to be
repeated with the same intensity,
he said.

“We conclude that recent buy-
ing from Barrick probably contrib-
uted a lot to the move in gold over
the past week and that, while there
may be more buying to do, we be-
lieve their outstanding position is
closer to two million ounces than
the three million ounces reported,”
UBS analyst John Reade said.

There have been other factors
driving the gold price, which
briedly topped $1,000 an ounce
Tuesday, and these will continue to
buoy the price into 2010, analysts
say. Such factors include a weaker

U.S. dollar and investor concerns
about future inflation.

“We hold our one- and three-
month forecasts for gold at $950
an ounce and $1,000 an ounce re-
spectively, signaling that we ex-
pect a pullback in the short term,”
Mr. Reade said.

Royal Bank of Scotland fore-
casts gold to peak next year at
$1,100 an ounce in the first quarter
and to average $1,000 an ounce
through 2010.

“Gold's long-term history as a
harbinger of inflation, or gauge of
inflation expectations, is clear,”
RBS analyst Stephen Briggs said. In-
vestors are concerned about infla-
tion and are getting into gold now
to protect against possible infla-
tion in the future, he said.

As a result of Barrick’s an-
nouncement, dehedging this year
may be more than had been ex-
pected, but the long-term pattern
still is for the global hedge book to

fall to zero, he said.
As of the end of the second quar-

ter, the global hedge book was at
14.7 million ounces, down from the
peak of 103 million ounces in the
third quarter of 2001.

Barrick's hedge-book closure
“marks the beginning of the end of
the global gold-miner hedge book:
Once this transaction is com-
pleted, it will leave the industry's
remaining hedge book concen-
trated in the hand of one producer,
AngloGold Ashanti [Ltd.],” Mr.
Reade said.

AngloGold has said it plans to re-
duce its hedge book to 4.1 million
ounces by year-end.

Barrick’s decision could pres-
sure AngloGold to accelerate its de-
hedging process, he said.

After that, there won't be much
dehedging left to do.

Under the terms of the gold
hedges, Barrick could purchase
gold in the open market or deliver
physical gold into these contracts
in order to terminate them, the
company said.

Within the next 12 months, Bar-
rick said that, when a good opportu-
nity arises, it will purchase gold in
the open market and/or deliver
metal from its own production to
minimize the cost of settlement.
These ounces will then be deliv-
ered against the gold hedges in or-
der to terminate them.

Barrick cited concern by share-
holders and a bullish outlook for
the metal as reasons for closing the
hedge book.

Arcandor lenders seek buyers
for 43.9% Thomas Cook stake

MONEY & INVESTING

Gold producers
are accelerating the
process of buying
back their hedges.

Barrick Gold Corp. will close its gold hedges at a cost of $1.9 billion over the next 12 months. The company is buying back
gold in expectation of higher prices later. Here, a truck drives through Barrick’s Veladero mine in Argentina.
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By Michael Carolan

LONDON—The three lenders of
insolvent German retailer Arcandor
AG began selling their 43.9% stake
in U.K. travel company Thomas
Cook Group PLC late Wednesday.

The stake, which was valued at
£923 million ($1.52 billion) at
Wednesday’s closing price, was
turned over to BayernLB, Royal
Bank of Scotland Group PLC and
Commerzbank AG after Arcandor
defaulted on its Œ1.5 billion ($2.17
billion) credit lines.

The number of shares sold and
the price will be decided after order-
taking ends. Shares generally are
sold at a discount.

The expected sale has weighed

on Thomas Cook’s share price and
has made the stock a favorite of
short sellers. The company last
month said it would miss its profit
target for the next fiscal year ending
Sept. 30, 2010, because of the eco-
nomic downturn.

The firm Wednesday said its out-
look hasn’t changed.

Separately, the firm on Wednes-
day said Michael Beckett will be-
come chairman once the lenders
have sold their shares, replacing
Karl-Gerhard Eick, Arcandor’s chief
executive and chairman. Mr. Beckett
is Thomas Cook’s deputy chairman.

BayernLB said it appointed Com-
merzbank, RBS Hoare Govett and
UBS AG to handle the share sale. Or-
der-taking began late Wednesday.
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