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Selling luxury in the age of
abstinence is a tougher task
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GM to sell Opel, Vauxhall units
Magna-led group including Russian partners will hold a 55% stake; Germany guarantees loans

Harvard lost $10.9 billion in past year

Source: GM

New owners
GM agreed to sell a 55% 
stake in Opel to Magna and 
its partners. 

Magna,
OAO GAZ Group 
and OAO Sberban

GM

Opel employees

55%

35%

10%

General Motors Co.
agreed to sell its Opel and
Vauxhall units to a consor-
tium led by auto-parts maker
Magna International Inc.,
ending months of uncer-

tainty over the fate of opera-
tions that have formed the
backbone of GM’s European
presence for more than 80
years.

GM said Thursday that

Magna and its partners, Rus-
sian auto maker OAO GAZ
Group and state-controlled
OAO Sberbank, would ac-
quire a 55% stake in Opel.
Opel employees would hold
another 10% stake, while GM
would retain the remaining
35%. The U.S. auto maker
said the German government
would continue to support
the sale with loan guaran-
tees.

If concluded, a sale would
turn Canada-based Magna
into a major international
car maker, fulfilling the long-

time ambition of the compa-
ny’s dominant shareholder,
Frank Stronach, an Austria-
born tool-and-die maker who
rose from humble begin-
nings to build one of the
world’s largest auto-parts
makers.

The agreement, an-
nounced by German Chancel-
lor Angela Merkel in Berlin,
ends months of often-tense
negotiations among Detroit,
Washington and Berlin that
put the competing priorities
of the different factions into
stark relief. Germany was a

strong proponent of Magna
and its Russian partners,
while GM and the U.S. fa-
vored alternate solutions
that would have left GM with
more control over the compa-
nies.

In recent weeks, GM
weighed keeping the opera-
tions, an outcome strongly
opposed by Germany’s politi-
cal and labor establishment.

In the end, GM appears to
have acknowledged a deal
was impossible without Ger-
many’s financial and politi-
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Ireland on the Spot
Declan Ganley: Just say
No to Lisbon. Page 13

Italian Prime Minister Silvio Berlusconi, left, shakes hands with Italian swimmer and world champion Federica Pellegrini during a meeting
of young people of PDL (People of Freedom) in Rome on Wednesday.
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Weekend Journal: Do cultural traditions need the same protections as historic sites?
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By Vanessa Fuhrmans,
John D. Stoll

and Marcus Walker

By John Hechinger

Harvard University, dis-
closing investment returns
that trailed well behind the
performance of the average
college, said its endowment
over the last year shrank by
30%, or $10.9 billion.

The dismal returns at Har-
vard and other wealthy
schools in the year ended June
30 have exposed weaknesses
in their exotic and—unexpect-
edly—high-risk approach to in-
vesting. The school’s positions
in such illiquid assets as pri-
vate-equity partnerships were
pummeled, after stellar re-
sults over the previous decade.
In the category Harvard calls
“real assets,” including timber,
commodities and real estate,
losses approached 40%.

In a report released Thurs-
day, Harvard Management
Co., through which the univer-

sity manages the endowment,
showed it had trimmed its risk
profile by raising cash, cutting
by $3 billion its future commit-
ments to invest in private eq-
uity and other investment
funds, and reducing its “real as-
set” category to 23% from 26%
of its model portfolio. It also
said it had “clawed back” previ-
ous bonuses to portfolio man-
agers who performed poorly
in the past year, and planned
to bring more assets under in-
ternal management, which
would give it the ability to
move faster to sell assets and
raise cash in tumultuous mar-
kets.

Harvard’s overall invest-
ment loss of 27% dwarfed the
18% drop of the median U.S. col-
lege endowment calculated by
Wilshire Associates. After sub-
tracting spending and adding
new donations, Harvard’s en-
dowment stood at $26 billion

on June 30, down from $36.9
billion a year earlier. The de-
cline, which Harvard forecast
last December, far surpassed
the school’s loss of 12.2% in
1974, its previous worst show-
ing of the last four decades.

Facing a cash crunch, Har-
vard has laid off staff, sus-
pended some faculty
searches and delayed a major
expansion of its campus.
Spending from the endow-
ment—about $1.6 billion over
the last year—supports a
third of Harvard’s budget.

The endowment remains
the largest in higher educa-
tion—and is so much bigger
than other schools’ that the
loss was larger than the en-
tire endowments of all but six
other colleges last year.

Other wealthy schools, in-
cluding Yale, Stanford, Prince-
ton and the Massachusetts In-
stitute of Technology, have

predicted losses similar to
Harvard’s. They all follow an
investment model that de-em-
phasizes traditional stocks
and bonds and instead loads
up on alternatives unavail-
able to the average investor.

Yale and Harvard, pio-
neers in the method, had said
that they could afford to take
big risks because they were in-
vesting for decades, even cen-
turies. Many lauded and cop-
ied the schools, saying they
had found a high-return, low-
risk strategy. But Eric Bailey,
managing principal of Cap-
Trust Financial Advisors LLC,
a Tampa, Fla., firm that ad-
vises college endowments,
says, “If it looks too good to
be true, it probably is.”

Yale on Thursday esti-
mated that its endowment fell
30% to $16 billion as of June
30 from $22.9 billion a year

Please turn to page 27

By Stacy Meichtry

ROME—Italian Prime Min-
ister Silvio Berlusconi on
Thursday rejected criticism
that his government had been
weakened by months of scru-
tiny over his personal life, and
defended his penchant for
“beautiful women.”

Speaking at a joint news
conference with Spanish
Prime Minister José Luis Ro-
dríguez Zapatero, Mr. Berlus-
coni also denied any involve-
ment inan alleged prostitution
ring that is being investigated
in the Italian port city of Bari.

Mr. Berlusconi isn’t a tar-
get of the probe, prosecutors
told Italy’s Ansa news agency.
However, prosecutors have
put a Bari businessman, Giam-

Please turn to page 27

Berlusconi
rejects swipes
at his lifestyle
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The Bank of England kept
its bond-buying program and
key interest rate unchanged,
as it takes more time to as-
sess whether its past ac-
tions have been sufficient to
propel the U.K. into a sustain-
able recovery. Page 27

n The IEA raised its forecast
for world oil demand for the
third consecutive month, a
day after OPEC said it would
keep output steady. Page 3

n The ECB called resurgent
protectionism a threat to glo-
bal economic recovery. Page 3

n Obama continued to press
for a health-care overhaul
after outlining a $900 billion
plan in a contentious speech
to the U.S. Congress. Page 2

n BofA’s global banking chief
shuffled his team, creating a
structure that makes room
for top London deal maker
Andrea Orcel. Page 17

n U.S. stocks were riding tele-
com and energy shares higher.
Europe’s main index finished
up, but stocks in London and
Paris slipped. Page 18

n France is likely to begin
taxing carbon-dioxide emis-
sions by both households and
companies next year. Page 9

n The European Commission
proposed that the EU con-
tribute to a fund to help de-
veloping countries fight cli-
mate change. Page 10

n William Morrison’s net rose
42%, but the U.K. supermarket
operator expects the indus-
try’s growth to slow. Page 6

n P&G’s CEO offered a plan
on how to reignite sales that
includes price cuts and over-
seas expansion. Page 7

n Investors expect PAI Part-
ners to cut its most recent
fund 20% to 40% rather than
dissolve the firm. Page 17

n Aides to Israel’s Netanyahu
conceded they misled journal-
ists about his activities, amid
reports he made a secret
trip to Moscow. Page 10

n The U.S. trade deficit wid-
ened 16.3% in July on a jump
in imports. Page 11

n Standard Chartered is drop-
ping out of the bidding for
ING’s Swiss and Asian private-
banking business. Page 18

n Venezuela’s Chávez said
he will recognize the indepen-
dence of two Russian-sup-
ported Georgian separatist
regions, on a Moscow visit.

n Died: Aage Bohr, 87, Dan-
ish nuclear physics professor
and Nobel laureate.
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The true test of popular-
ity is the numbers you draw
to a party. That is why Holly-
wood will watch closely
what Vivendi does with its
20% stake in NBC Universal.

Every November, Vivendi
can trigger a right to sell its
stake, either in the market or
to NBCU’s parent, General
Electric. Exercise of that op-
tion this year would test what
buyers really think about core
Hollywood businesses—a ma-
jor film studio, broadcast-TV
network and major cable
channels—at a time of great
uncertainty about the indus-
try’s future business model.

It seems reasonable to
think Vivendi will decide to
sell this year. It is expanding
in telecom, bidding for Bra-
zil’s GVT Holding. Vivendi’s
depressed stock may help
prompt Vivendi CEO Jean-Ber-
nard Levy to sell what he al-
ways called a noncore asset.

The big question is
whether a Vivendi move
might trigger GE to sell the

whole of NBCU, valued by
J.P. Morgan Chase this week
at $30 billion to $35 billion.

If GE itself wanted to
exit, it would have to over-
come Internet-induced iner-
tia among gun-shy potential
buyers. There is little clarity
about film-studio profits, as
DVDs begin to give way to

various forms of online-
movie delivery. The growth
of online viewing of TV
shows has added to chal-
lenges facing ad-dependent
broadcast television. TV sta-
tions have become the enter-
tainment industry’s version
of toxic assets. That busi-
ness alone would put off po-

tential buyers such as Time
Warner, whose stock has
been helped by its lack of ex-
posure to broadcast TV.

In contrast, cable chan-
nels, including USA, Bravo,
Syfy and CNBC, would attract
great interest. But the longev-
ity of that business model is
clouded by online video.

A full sale is possible, par-
ticularly if a wild-card bid
emerges. More likely, GE may
conclude it is better to hold
onto its stake. As it is still
dealing with challenges at its
GE Capital Unit, GE might be
reluctant to put up the $6 bil-
lion to $7 billion likely neces-
sary to buy out Vivendi for
cash. So Vivendi would proba-
bly end up selling the stake
to public investors, turning
NBCU into a public company.

At least that would put a
transparent valuation on
NBCU and could pave the
way for an eventual GE exit,
assuming, of course, that
new media business models
emerge to revive the confi-
dence of buyers.
 —Martin Peers

More at WSJ.com/Heard

A downside of GM’s dealIs Hollywood still a good buy?
In the end, General Mo-

tors went for the least
worst option—for itself and
for Germany. But the U.S.
car maker’s decision to sell
Opel/Vauxhall to Magna In-
ternational, the Canadian
auto-parts maker backed by
Russia’s Sberbank, isn’t
such good news for the rest
of the European car indus-
try.

The short-term benefits
of a deal that saves auto
jobs in Europe and retains
GM’s access to Opel technol-
ogy have to be set against
another missed opportunity
to cut capacity in the over-
supplied Western European
car market.

The option of liquidating
Opel and letting a leaner Ger-
man company emerge was
never likely, particularly
with German elections later
this month. Meanwhile,
other options fell away. Rival
bidder RHJ failed to secure
loan guarantees from a Ger-
man government skeptical of
the private-equity group’s ca-
pacity to finance and man-
age Opel. And talk that GM

might retain majority con-
trol was incomprehensible in
Germany, where Detroit’s ne-
glect of Opel is seen as the
cause of its troubles.

Still, it isn’t a clean break
for GM. It keeps 35% of Opel,
with employees taking a fur-
ther 10%. In a crucial move
for Detroit, GM and Opel
will continue to develop cars
and engines together, giving
GM continued access to
Opel’s platforms needed to
compete with the likes of
Volkswagen and Toyota.

The deal still needs Euro-
pean Union approval, hardly
guaranteed given the Œ4.5
billion ($6.5 billion) in state
financing that Magna and
Sberbank need from Berlin
and London. Magna prom-
ises to close no factories in
Germany and keep the two
Vauxhall plants in the U.K.
going at least until 2013.
Brussels should scrutinize
the terms carefully given the
risk of an Anglo-German
stitch-up to protect the
weakest of Europe’s home-
grown car manufacturers.

—Matthew Curtin

Source: JP Morgan

Good in parts
NBC Universal estimated 
2008 operating profit 
breakdown by division  

Cable networks

Film
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Airline industry rethinks
pilot-fatigue guidelines

Financial Analysis and Commentary

NBC Universal was valued by J.P. Morgan Chase this week at $30
billion to $35 billion.

By Andy Pasztor

Representatives of the airline
industry and pilots unions agreed
to an overhaul of rules aimed at
combating cockpit fatigue, accord-
ing to people familiar with the situ-
ation, a move that could bring
sweeping changes to the way air-
lines run their operations.

The group urged Federal Avia-
tion Administration chief Randy
Babbitt on Wednesday to jettison
decades-old regulations that set
uniform limits on how many hours
pilots can fly and replace them
with more flexible rules based on
scientific studies about what
causes fatigue. The recommenda-
tions call for drafting rules that
would limit each pilot’s flight
hours based on the time of day, the
number of takeoffs, or segments,
during a trip, and the internal body
clocks of pilots.

The proposal envisions a slid-
ing scale of between seven and 11
scheduled flight hours for pilots
per day, compared with the cur-
rent maximum of eight hours,
these people said. Rules on total
hours spent on duty, which aren’t
regulated as strictly as flight time,
also would be adjusted.

If the FAA moves to implement
such far-reaching changes, it
would substantially alter the work-
days of many pilots. It would also
likely increase personnel costs for
many regional carriers, which fly
shorter routes. Many commuter pi-
lots—who work grueling sched-
ules that include multiple takeoffs
and landings a day—likely would
have less time behind the controls.

But major carriers could save,
for example, because they could
schedule the same cockpit crew for
a morning trip from the West
Coast to the East Coast and then a
return flight the same day, accord-
ing to people familiar with the pro-
posal. Rules now require a new
crew on the second flight.

Mr. Babbitt has championed ef-
forts for change in the wake of inci-
dents including February’s crash
of a Colgan Air turboprop near Buf-
falo, N.Y., that killed 50 people.
That accident highlighted wide-
spread fatigue faced by commuter
crews stemming from reduced rest
periods and workdays lasting up to
16 hours.

Although the U.K. and other
countries pioneered scientifically
based pilot scheduling years ago,
the U.S. has largely stuck with a
one-size-fits-all rule because regu-
lators, airlines and pilots couldn’t
agree on changes. But in recent
years, lawmakers, federal air-acci-
dent investigators and outside
safety experts have intensified
their calls for a sweeping rewrite
of fatigue regulations. Pilot fa-
tigue has contributed to an increas-
ing number of airline crashes and
incidents world-wide in recent
years.

Spokeswomen for the FAA and
the Air Line Pilots Association de-
clined to comment, as did a spokes-
man for the Air Transport Associa-
tion, which represents mainline
carriers.

—Susan Carey
contributed to this article.

Email: heard@wsj.com
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By Jonathan Weisman

And Janet Adamy

WASHINGTON—President
Barack Obama gave an emotional,
sometimes contentious address to
Congress on Wednesday, combining
tough talk to opponents with olive
branches on policy in a bid to break
the impasse on revamping the U.S.
health-care system.

The U.S. president kept up the
pressure Thursday, saying the need
for change was underscored by new
census figures showing the number
of Americans without health insur-
ance had increased to 46.3 million in
2008 from 45.7 million in 2007. “We
have talked this issue to death.…The
time for talk is winding down,” he
said in a speech to a nurses’ group.

In his address to Congress, Mr.
Obama set the size of a health-insur-
ance plan at $900 billion over 10
years, a figure smaller than versions
approved in the House and fully paid
for, he said, by spending cuts and tax
increases. Most individuals would
be required to purchase health insur-

ance, but the costs would be miti-
gated by generous tax credits. Large
employers would also face a require-
ment to offer health coverage to em-
ployees or pay a fine, while most
small businesses would be exempt.

The president pledged to tackle
medical-malpractice lawsuits, in an
overture to opposition Republicans.
Hesingled out hisformer presidential
rival, Sen. John McCain, in embracing
one of the Arizona Republican’s
health-care proposals. And he prom-
ised new cost controls that could
scaleback hisplanifhealth-careinfla-
tion isn’t brought under control.

But Mr. Obama chastised Republi-
can leaders who talked of death pan-
els. The president called it “a lie,
plain and simple.” He warned, “I will
not waste time with those who have
made the calculation that it’s better
politics to kill this plan than improve
it.…If you misrepresent what’s in the
plan, we will call you out.”

Republicans in turn held aloft
copies of health-care bills they have
drafted in a quiet rebuke to a presi-
dent who has said they have offered
nothing constructive.

One Republican, Rep. Joe Wilson
of South Carolina, shouted “You lie”
when Mr. Obama said his plan
wouldn’t cover illegal immigrants,
although the Democratic bills circu-
lating in Congress do exclude illegal

immigrants from eligibility for sub-
sidies. The outburst was a rare
break in the decorum that usually
marks joint sessions of the U.S. Con-
gress, and other Republicans joined
the ranks of those decrying it. Mr.
Wilson later issued a statement apol-
ogizing to Mr. Obama for “this lack
of civility,” but the flap gave a big
boost Thursday to fund-raising ef-
forts by his Democratic rival in the
2010 congressional election.

Overall, Mr. Obama tried to make
the case to Americans that his plan

would provide more stability for
those who already have insurance,
and coverage for those who don’t.
Republicans say the plan is too ex-
pensive and will lead to excessive
government control.

Mr. Obama embraced for the
first time a proposal to impose a fee
on insurers that sell high-end
plans—a concession that could hit
not only lawyers and bankers but
also unions that bargained for pre-
mium health plans.

And in an effort aimed at key Re-
publican negotiators in the Senate,
the White House outlined a new pilot
program to move medical-malprac-
tice cases out of the courts and put
them before expert panels and arbi-
trators.WhiteHouseofficialssaythe
program, first floated by President
George W. Bush, would be instituted
by executive order and wouldn’t be
included in the health-care legisla-
tion.

“I don’t believe malpractice re-
form is a silver bullet,” Mr. Obama
said, “but I have talked to enough
doctors to know that defensive medi-
cine may be contributing to unneces-
sary costs.”

It was one of the few areas of the
plan that Republicans praised, and
it won strong endorsement from
doctors, who say the threat of law-
suits drives up medical costs by en-
couraging defensive medicine.

“We think this is just an excellent
first step,” said Rebecca Patchin,
board chairman for the American
Medical Association, the influential
doctors’ group.The McCain initia-
tive endorsed by Mr. Obama would

allow high-risk individuals to join in-
surance pools that couldn’t deny
them coverage for pre-existing con-
ditions. That would be in effect until
2013, when a broader, federally con-
trolled insurance exchange would
go into force.

That exchange should carry a
government-run “public option,”
Mr. Obama said, touching on an is-
sue that has sparked some of the big-
gest controversy over the proposed
health-care overhaul. Mr. Obama in-
sisted that a public insurance plan
would be maintained by premiums,
not funded by taxpayer dollars.

But he appeared willing to con-
sideralternatives, citing ideas such as
nonprofit cooperatives, or a trigger
mechanism that would start up the
publicplanonlyinstateswherehealth
costsaren’tgoingdown.Thateasedin-
vestors’ concerns that insurers will
face a government competitor, mov-
ing their stocks a bit higher Thursday.

In an interview, Mr. McCain said
hewasgladtoget anodfromthepres-
ident, but said Mr. Obama must do
more to win over Republicans. “I
think the cost is still the key issue and
how you pay for it,” Mr. McCain said.

Senate Finance Committee Chair-
man Max Baucus said Thursday that
Mr. Obama’s address lifted his com-
mittee’s chances to advance health-
care legislation. Many of his propos-
als were “uncannily similar” to ideas
being workedon by committee mem-
bersseeking tohammer outa biparti-
san agreement, he said.
 —Greg Hitt and

Naftali Bendavid
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Obama steps up pitch
for U.S. health overhaul
Some compromises
in $900 billion plan;
opposition skeptical

CORRECTIONS & AMPLIFICATIONS

U.S. President Barack Obama at a cabinet meeting Thursday, where the discussion was dominated by health care.
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Japan’s public debt is roughly
170% of its gross domestic prod-
uct, according to government fig-
ures. An Economy & Politics article
on Thursday incorrectly said its
debt was more than double GDP.

A drawing that appeared with a
Corporate News article Thursday
on e-commerce fashion company
Yoox SpA incorrectly showed Jon
Moulton, founder of private-eq-
uity firm Alchemy Partners, not Fe-
derico Marchetti, Yoox’s founder
and chief executive.

The 1996 Government Procure-
ment Agreement, a multinational

treaty to prevent discrimination
against foreign companies, con-
tains a clause that exempts pur-
chases relating to national secu-
rity, such as the Pentagon’s ongo-
ing tender for Air Force refuelling
tankers. A Tuesday Economy & Pol-
itics article incorrectly implied
that the GPA might cover the
tanker contract.

Microsoft Corp. recently an-
nounced that prices for a new ver-
sion of its Zune HD music player
will start at $219.99. A Market-
place article in some editions
Thursday about an Apple iPod
event incorrectly said the new Mi-

crosoft device would sell at $199.

Navigon’s MobileNavigator
app for the iPhone doesn’t synchro-
nize with a Web site for planning
trips. A Thursday Personal Tech-
nology column incorrectly said it
did.

Jaeger Ltd. Finance Director
Graham Edgerton and Andrew
Mackenzie, a Jaeger nonexecutive
director, each own 4% of London
clothier Aquascutum Group PLC.
An article Wednesday incorrectly
said the stakes were held by Aquas-
cutum designers Michael Hertz
and Graham Fiddler.
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U.K. bank holds steady
Committee continues
bond-buying effort,
keeps rate at 0.5%

Berlusconi defends lifestyle

By Natasha Brereton

LONDON—The Bank of England’s
Monetary Policy Committee on
Thursday kept its bond-buying pro-
gram and key interest rate un-
changed, as it takes more time to as-
sess whether its past actions have
been sufficient to propel the U.K.
into a sustainable recovery.

The bank’s key interest rate has
been at a low of 0.5% since March.

The bank also didn’t change the
deposit rate, despite earlier specula-
tion that it might follow Sweden’s
Riksbank in implementing a tax on re-
serves deposited at the central bank
to encourage banks to use the money
that they receive in exchange for the
central bank’s buying of government
bonds.

At its August meeting, the Mone-
tary Policy Committee voted to in-
crease the amount of money it is
pumping into the economy through

its quantitative-easing policy of buy-
ing bonds by £50 billion ($83 billion)
to £175 billion. So far, it has acquired
£140 billion in assets through the pro-
gram.

“The committee expects the an-
nounced program to take another
two months to complete,” it said
Thursday. “The scale of the program
will be kept under review.”

Data over the month since the
committee’s last meeting have
largely supported views that the U.K.
economy returned to growth in the
third quarter after a yearlong reces-
sion.

On Thursday, Lloyds Banking
Group PLC said U.K. house prices
rose for the third time in four
months in August, while the annual
rate of decline continued to ease.

The Halifax house-price index for
August was up 0.8% from July, and
down 10.1% from a year earlier.
House prices rose 1.1% from July, and
were down 12.1% from a year earlier.
Despite tentative signs of recovery,
policy makers remain wary about
the sustainability and strength of
any upturn in the economy.

While the option of more quanti-
tative easing—the buying of bonds

with freshly created central-bank
money—remains on the table, the
Bank of England has signaled that
changes in policy are most likely to
coincide with its quarterly inflation
reports, the next of which is due in
November. Minutes of this week’s
meeting will be published Sept. 23.

On Thursday, New Zealand’s cen-
tral bank also kept its key interest
rate unchanged, at a record low
2.5%, and largely retained its easing
bias. But its forecasts indicate the
eventual rate increases will be more
aggressive as policy makers become
confident about an emerging eco-
nomic recovery.

In its monthly bulletin for Sep-
tember, published Thursday, the Eu-
ropean Central Bank warned that re-
surgent protectionism is a real
threat to global economic recovery.

“A sluggish global recovery and
rising unemployment may increas-
ingly tempt governments to adopt re-
strictive trade policy measures,
which could lead to a retaliatory spi-
ral of ever harsher trade restrictions
and tensions,” the ECB said.

 —Paul Hannon, Rebecca Howard
and Geoffrey T. Smith

contributed to this article.

A WSJ NEWS ROUNDUP

The Bank of England declined to
comment Thursday on a column by
a former monetary-policy commit-
tee member that said the body was
slow to see the economy’s deep
downturn and criticized the commit-
tee’s internal communications.

David Blanchflower, who served
for the three years ended May 31 as
an external member of the policy
committee, consistently argued for
lower rates from late 2007 and early
on criticized his colleagues’ views.

He wrote in the New Statesman
that the economy would be in better
condition today “had the … Commit-
tee not keptinterest rates sohigh, es-
pecially from the beginning of
2008.”

Mr. Blanchflower, a professor of
economics at Dartmouth College in
New Hampshire, said the bank “was
hobbled by ‘group think’—or the
‘tyranny of the consensus.’ ” Driv-

ing that consensus, he said, was
Bank of England Gov. Mervyn King,
“the old iron fist of the Bank of Eng-
land.”

Mr. Blanchflower said
Mr. King was too intent on
keeping interest rates high
to ward off inflation and not
receptive to more dovish
views. “Clever as Mervyn
King may be, he missed the
crash and thesubsequent re-
cession, and hence, so did
the consensual MPC on
which I sat,” he said.

Mr. Blanchflower also
criticized the communica-
tion within the committee.
He said he and the three other exter-
nal members of the nine-member
monetary-policy committee
weren’t kept in the loop. He said he
“sat across the pond watching in as-
tonishment as Northern Rock failed
in September 2007—and I didn’t

even get a phone call.”
In the column, he also said Mr.

King’s focus on moral hazard—the
ideathat bailoutswould en-
courage more risky behav-
ior, and thus should be
avoided—“was a huge mis-
take.”

As committee mem-
bers began to ease mone-
tary policy as the down-
turn deepened, Mr. Blanch-
flower recalls “pumping
the air with my fist” after
the committee voted to cut
by 1.5 percentage points in
November. He praised Mr.
King for pushing in August

for a larger rise in the quantitative-
easing program, and said he has
shown he “now understands what
has to be done to tackle this crisis. …
He learns fast and is capable of
changing his position quickly when
necessary.”

Ex-member slams policy panel

Harvard endowment lost $10.9 billion

paolo Tarantini, under investiga-
tion for allegedly abetting prostitu-
tion, according to Mr. Tarantini’s
lawyer Nicola Quaranta. As part of
the probe, prosecutors are looking
into whether Mr. Tarantini paid
women to sleep with politicians, in-
cluding Mr. Berlusconi, Mr. Quar-
anta said. The lawyer added that his
client didn’t deny the charge of abet-
ting prostitution or that he paid,
and was cooperating with investiga-
tors. Mr. Tarantini has said he made
the payments himself, without Mr.
Berlusconi’s knowledge.

During the news conference, Mr.
Berlusconi said he had attended din-
ners at which Mr. Tarantini was also
present. But the Italian prime minis-
ter reiterated that he had never paid
for sex.

“He [Mr. Tarantini] came to
some dinners bringing beautiful
women with him,” Mr. Berlusconi
said as Mr. Zapatero looked on. “To
my male colleagues present here I
say: Raise your hand and tell me you
don’t think it’s nice to rest your eyes
on pleasant and enjoyable feminine
presences, rather than sitting at a ta-
ble with people lacking aesthetic
qualities.”

The Bari investigation follows
months of media scrutiny of how the
Italian billionaire spends his time in
private. Newspaper reports and pa-
parazzi photos of Mr. Berlusconi’s
lavish lifestyle have begun to over-
shadow his political agenda. Al-
though support for him remains
strong among Italian voters, the pre-
mier has been on the defensive since
late April, when his wife announced
she was seeking a divorce, citing Mr.
Berlusconi’s presence at the 18th
birthday party of an aspiring model.
Mr. Berlusconi has said he dropped
in on the party but has denied hav-
ing a “spicy” relationship with the
woman. Her father has said Mr. Ber-
lusconi is a family friend.

For the past few months, Mr. Ber-
lusconi has fielded criticism from
politicians in Italy’s left-wing oppo-
sition, several newspapers and
some Roman Catholic officials who
have questioned whether his per-
sonal problems are interfering with
his ability to lead the country.

On Thursday, Mr. Berlusconi’s
personal woes overshadowed his
summit with Mr. Zapatero. During
the news conference, a reporter
from Spanish daily El Pais asked Mr.
Berlusconi whether he had ever con-
sidered resigning because of his per-
sonal troubles. Mr. Berlusconi
didn’t directly respond to the ques-
tion. Instead, he launched into a

nine-minute defense of his lifestyle,
repeating that he never paid women
to spend the night with him. “The
joy and satisfaction lies in the con-
quest. If you pay, what joy would
there be?” he asked.

At one point, he paused to excuse
himself with Mr. Zapatero for the
lengthy digression.

“It’s interesting,” Mr. Zapatero
responded.

Mr. Berlusconi’s comments
Thursday followed the recent publi-
cation in Italian newspapers of ex-
cerpts from transcripts of Mr. Taran-
tini, the Bari businessman, undergo-
ing questioning with prosecutors.
Mr. Tarantini is quoted as saying he
brought dozens of women to parties
hosted by Mr. Berlusconi, according
to the published excerpts of the tran-
scripts, which were confirmed by
Mr. Quaranta, Mr. Tarantini’s law-
yer.

“We’ve decided to tell prosecu-
tors what actually happened, when
it happened and who took part,” Mr.
Quaranta said, declining to elabo-
rate on the excerpts. The prosecu-
tors’ office in Bari didn’t return
phone calls. Abetting prostitution
carries a prison sentence of up to six
years.

In the excerpts, Mr. Tarantini is
quoted as saying he paid some of the
women Œ1,000 ($1,460) to spend the
night with the premier “if the need
arises,” adding that Mr. Berlusconi
was unaware of the payments.
“Knowing his interest in the female
gender, I brought him women who I
introduced as my friends without
letting him know I sometimes paid
them,” Mr. Tarantini is quoted as
saying.

On Wednesday, at a gathering of
young party faithful, Mr. Berlusconi
said that he loves everyone, includ-
ing beautiful women, and joked that
the women in the audience who
wanted to ask questions should
leave their phone numbers with or-
ganizers, according to the Associ-
ated Press. He told the audience
they shouldn’t bother reading news-
papers—which exposed Mr. Taranti-
ni’s testimony on Wednesday.

During the news conference, Mr.
Berlusconi said he had the “trust
and admiration of 68.4%” of Italians.
Recent polls have shown that nearly
half of Italians support Mr. Berlus-
coni, roughly in line with polls taken
before the premier’s personal life
came under scrutiny.

“I sincerely believe I’m the best
prime minister that Italy has had in
its 150-year history,” Mr. Berlusconi
said.
 —Davide Berretta

contributed to this article.
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Mervyn King

earlier. That was larger than the 25%
loss projected in December.

Mr.Bailey says typical colleges out-
performed Harvard last year because
they stuck to a plain-vanilla approach,
often 60% in stocks and 40% in bonds.
That strategy would have generated a
roughly 13% loss in the year ended
June 30. Harvard aims to have only 4%
in U.S. bonds, which over the last year
was one of the few havens.

Crediting its decision to do the op-
posite—loading up on Treasurys in
2008—the University of Pennsylva-
nia recently reported a more-moder-
ate 15.7% decline in its endowment. In
New York City, Cooper Union for the
Advancement of Science and Art,
which charges no tuition, ratcheted
down the risk of its investment portfo-
lio three years ago and expects its en-
dowment to hold steady for the year.

In Thursday’s report, Jane Men-
dillo, Harvard’s endowment man-
ager, noted that over 10 years, Har-
vard achieved an average annual re-

turn of 8.9%, three times its peers—
adding $18 billion in value over
what would have been earned in a
60%-stock, 40%-bond portfolio.

Ms. Mendillo said Harvard’s en-
dowment remains “significantly
larger than that of any other universi-
ty’s” and the school is better off than
it would have been if it “pursued a
more conservative investment strat-
egy over the longer term.”

In the report, Harvard said its pri-
vate-equity funds, which generally
represent about 13% of its endow-
ment model, fell in value by almost
32%. Its “real asset” segment, repre-
senting nearly a quarter of the en-
dowment, lost 38%. “Absolute-re-
turn” hedge funds, designed to gen-
erate positive results in good times
and bad, posted a 19% loss.

Harvard, like other schools, also
signed contracts that committed
them to huge future investments in
private-equity and other funds. Ms.
Mendillo said Harvard reduced
these “uncalled capital commit-

ments” to $8 billion from $11 billion.
Harvard also said the school now

aims to hold 2% of its assets in cash.
Previously, it targeted a nega-
tive-5% cash position, reflecting the
leverage, or borrowing, it uses to in-
crease investing positions. Ms. Men-
dillo said endowment managers had
learned to better reflect “the risk tol-
erance of the university.”

Ms. Mendillo pledged to manage
more of the school’s money in-house,
giving it readier access to securities
to sell for cash. Currently, 70% is
farmed out to outside managers.

Bringing more in house could fo-
cus more attention on its managers’
multimillion-dollar paychecks, which
have provoked controversy on cam-
pus, including last year, when the top
six managers received a combined
$26.8 million. Ms. Mendillo said “a
substantial number of portfolio man-
agers” had portions of their bonuses
awarded for past years “clawed back”
into the endowment because of this
year’s poor performance.

Continued from first page

By Se Young Lee

SINGAPORE—KDDI Corp.
agreed to take a majority stake in
DMX Technologies Group Ltd.
through a 188.4 million Singapore-
dollar (US$132.2 million) invest-
ment, giving the Japanese telecom-
munications operator a strategic in-
vestment outside Japan.

DMX is a Singapore-listed pro-
vider of broadband media software
and network infrastructure with op-
erations in China, Indonesia, India
and Malaysia, among others.

The company said in a filing to
the stock exchange that it will issue
about 588.8 million new shares to
KDDI at 32 Singapore cents per
share, representing a 50.1% stake on
an enlarged and fully diluted basis
after the transaction.

DMX shares were halted from

trade Wednesday morning at 32.5
cents each. The shares surged 46%
to 47.5 cents following the resump-
tion of trade Thursday afternoon.

KDDI, Japan’s second-largest
telecommunications company by
subscribers after NTT DoCoMo Inc.,
operates the “au” brand in Japan
and has been hit by revenue declines
as consumers switch to low-priced
mobile-phone services. Its revenue
fell 1.9% to 853.73 billion yen ($9.27
billion) in its fiscal first quarter
ended June, though the company
managed to record a 19% net profit
increase to 86.42 billion yen.

DMX’s filing said KDDI will sup-
port DMX by referring business to
the company as well as jointly devel-
oping products and transferring spe-
cialized technology. The filing also
said KDDI doesn’t plan to make any
major changes to DMX’s business.

KDDI to buy majority DMX stake
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Bischoff backs deferring executives’ bonuses

Bursting bubble
U.S. income gap shrinks in
slump at the expense of the
wealthy > Pages 14-15

By Margot Patrick

LONDON—Win Bischoff, the in-
coming chairman at Lloyds Bank-
ing Group PLC, said bonuses paid
to senior bank executives should
be both deferrable and paid in
shares, as he weighed in on the de-
bate over how banks can improve
their remuneration policies to
guard against banking crises.

Traders’ bonus pay also should
be deferred until the profit or loss
on their trades is fully determined,
he said, though that could result in
traders taking more short-term po-
sitions to get paid sooner.

“Senior management being paid
in shares and deferred is, as a con-

cept, right,” Sir Win told a confer-
ence Thursday. But he went on to
point to the example of Leh-
man Brothers Holdings,
where managers and em-
ployees received much of
their bonuses in shares but
the bank still collapsed a
year ago, and said that
while such a move isn’t a
cure-all, it “is still helpful.”

He said the U.K. Finan-
cial Services Authority’s in-
creased focus on weighing
up a bank’s risky trading ac-
tivities when it calculates
how much capital it needs to hold
also is important.

Sir Win, who starts his new job

Tuesday, is to receive an annual sal-
ary of £700,000 ($1.2 million) and

won’t participate in any of
the bank’s incentive plans.

His priorities will in-
clude helping the bank re-
duce its reliance on the
U.K. government, its
43.5% shareholder, and
working to integrate
HBOS PLC, the troubled
bank it agreed to merge
with at the height of the fi-
nancial crisis last year.

The role of bonuses
and whether they encour-

aged risky activities that helped
spark the financial crisis has been
hotly debated and has elicited an

outpouring of public anger.
Goldman Sachs Group Inc. Chair-

man and Chief Executive Lloyd
Blankfein said Wednesday that the
anger was “understandable and ap-
propriate” and that there was little
justification for paying big bo-
nuses when a bank had lost money
that year.

Speaking alongside Sir Win in
London, U.K. Treasury Minister
Paul Myners said shareholders
need to take a more active role in
setting executive pay. Remunera-
tion committees should have
greater powers, and they and their
advisers should be more account-
able to shareholders, he said.

News in Depth

By Marc Champion

Russia’s Foreign Minister Sergei
Lavrov made clear that Moscow
won’t back tougher sanctions such
as a ban on petroleum sales to Iran,
and said the world would have
enough time to respond if Tehran
ever did try to enrich uranium to
weapons grade.

Speaking Thursday to a group of
Russia-policy experts known as the
Valdai Club, Mr. Lavrov also said
that while he welcomed the Obama
administration’s willingness to lis-
ten as well as its change in “style”
from its predecessor, “life will
show” whether the U.S.’s so-called
reset in relations between the two
countries would bring real change.

“I don’t think anyone in this

room believes that any U.S. adminis-
tration would forget its strategic
goal: to stay No. 1,” and pursue its in-
terests all around the world, Mr.
Lavrov said.

Iran is a foreign-policy issue on
which the Obama administration is
keen to secure Russian help, as the
U.S. and its European allies seek to
persuade Tehran to abandon its ura-
nium-enrichment program. Iran
says the program is for purely civil-
ian purposes, but it can also be used
to make fuel for nuclear weapons.
Such a switch would require Iran to
change the configuration of the cen-
trifuges that produce the fuel, a
change that would be picked up in-
stantly by cameras installed by inter-
national inspectors. If that hap-
pened, said Mr. Lavrov, there would

be time to respond.
Mr. Lavrov said there was “some-

thing there to use” in proposals Iran
recently sent to the six na-
tions involved in the pro-
cess. The proposals didn’t
address the nuclear issue,
but Mr. Lavrov said it was
promising that Iran said it
was ready for comprehen-
sive talks on security in the
region.

“They need an equal
place in this regional dia-
logue,” he said, adding that
“the negotiations we want
to start cannot be finished
by a deadline somebody sets.” The
U.S. has made clear it wants to see ac-
tion by year-end, worrying that Iran
can use extended talks to build up its

uranium stocks and capability.
“Iran is a partner that has never

harmed Russia in any way,” Mr.
Lavrov said. On possible
sanctions if Iran doesn’t co-
operate, Mr. Lavrov said
Russia had agreed only to
sanctions in the past
aimed at pressing Iran to
engage with inspectors
from the International
Atomic Energy Agency.

Sanctions aimed at
pushing Iran to agree to de-
mands to shut its nuclear
program were a different
matter. “I do not think

those sanctions will be approved by
the United Nations Security Coun-
cil,” Mr. Lavrov said. Russia wields a
veto on the 15-member council.

Minister says Moscow opposes harsher Iran action

World recovers its demand for oil
OPEC keeps targets
as China and U.S.
boost IEA’s forecasts

Source: International Energy Agency 

Forecasting change
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LEADING THE NEWS

By Geoffrey T. Smith

FRANKFURT—Resurgent protec-
tionism is a real threat to the global
economic recovery, the European
Central Bank warned in its monthly
bulletin for September, published
Thursday.

“A sluggish global recovery and
rising unemployment may increas-
ingly tempt governments to adopt
restrictive trade policy measures,
which could lead to a retaliatory spi-
ral of ever harsher trade restric-
tions and tensions,” the ECB said.

The ECB’s current forecasts im-
ply that the euro zone will experi-
ence a significant further rise in un-
employment. The 0.2% growth in
gross domestic product that is the
midpoint of its new forecasts for
2010 is below the level the area
needs sustain employment levels.
Nearly one in ten people in the euro
zone was out of work in July.

Governments across the globe
have been keen to say they want no
repeat of the 1930s, when protec-
tionist measures such as the Smoot-
Hawley tariff played a key role in
turning the recession that followed
the 1929 stock market crash into a
depression.

The heads of government of the
Group of 20 leading economies
promised in November last year to
avoid resorting to protectionism to
shore up their economies, but the
ECB pointed to studies showing that
17 out of those 20 governments had
gone on to announce protectionist
measures. It cited a study by Global
Trade Alert saying that 67 new re-
strictions other than tariffs and quo-
tas have been implemented since No-
vember.

The ECB acknowledged that the
spread of international supply
chains throughout the global econ-
omy, as well as a complicated global
network of regional and bilateral
trade deals, had so far limited the de-
sire or ability of companies to press
for protection through tariff in-
creases.

However, it estimated that “a uni-
lateral five-percentage-point in-
crease in import tariffs by a large
economy may lower world GDP
growth by up to one percentage
point over four years, and the ad-
verse impact would be amplified if
all countries were to impose tariff re-
strictions at the same time.”

Trade ministers from the world’s
major economies agreed last week
to resume low-level talks on the
stalled Doha Round of trade liberal-
ization, which has been frozen for
over a year. The agreement followed
the appointment of a new ambassa-
dor to the World Trade Organiza-
tion by U.S. President Barack
Obama.

ECB is worried
protectionism
remains a threat

By James Herron

The International Energy
Agency raised its forecast for world
oil demand for the third consecutive
month on Thursday, citing stronger-
than-expected economic growth in
developing Asian economies and
North America.

The Organization of Petroleum
Exporting Countries, citing similar
factors, had decided late Wednes-
day at a meeting in Vienna to keep
its oil output unchanged.

The IEA said global oil demand in
2009 and 2010 is now expected to be
500,000 barrels a day higher than
the organization’s August estimate,
at 84.4 million barrels a day in 2009
and 85.7 million barrels a day in
2010. In noon trading in New York
on Thursday, the price of crude was
up four cents at $71.35 a barrel.

“Economic prognoses from the
[Organization for Economic Cooper-
ation and Development] and [Inter-
national Monetary Fund] are being
revised higher, while baseline oil de-
mand in the U.S., China and other
Asia appears to be running stronger
than preliminary estimates sug-
gested,” the Paris-based organiza-
tion said in its monthly report.

OPEC members also described a
brighter outlook for oil consump-
tion in Asia. “I am more confident to-
day than what I was back in May”

about China’s economic recovery,
said Saudi Oil Minister Ali Naimi.

“We’re looking East more these
days,” said Kuwaiti Oil Minister
Sheikh Ahmad Abdullah al-Sabah.

The IEA cautioned that demand
from rich countries will remain
weak for the remainder of the year
and the extent of an apparent re-
bound in Chinese demand is ob-
scured by the amassing of oil re-
serves there. “It’s difficult to dis-
cern the true strength of Chinese de-
mand at the final consumer level,”

said the report’s editor, David Fyfe.
Projected oil consumption this

year will be down 1.9 million barrels
a day, or 2.2% lower, compared with
last year, reflecting the still weak
economy, the IEA said.

In August, OPEC was still pump-
ing significantly above its output
target as some members continue to
exceed their quotas, the report said.
Excluding Iraq, which isn’t subject
to quotas, OPEC supply in August
was 26.3 million barrels a day, 1.4
million barrels a day above the

group’s target. OPEC said Thursday
that compliance with its target of
24.9 million barrels a day is
68%-70%.

Members in Vienna pledged to re-
double their efforts to comply with
quotas to reel in excess supply.

The report also highlighted high
stock levels in heating oil and diesel
ahead of the winter as a potential
drag on the oil price. How the winter
heating season plays out will be a
key factor in future OPEC decisions,
said Mr. Fyfe.
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Phillip Lim delves
into his inner beatnik
Couturier’s line of male clothing

comes from sense that industry

isn’t giving menswear its due

Designer Phillip Lim is beefing up.
The 36-year-old, one of a crew of young
Asian-American designers who have
been generating a lot of buzz, plans to
mount his first presentation of mens-
wear Friday. And yes, he still plans to
hold a runway show in Bryant Park next
Wednesday, for his women’s line.

In the past, the designer would
throw in a handful of men’s looks in his
runway show and call it a day. But this
time, he wanted to show his men’s col-
lection, which he launched in 2007, two
years after launching his womenswear
line, more love.

The men’s line, casual but with a
chic, tailored twist, came from a partly
selfish place. “It’s about showcasing ev-
erything I want to wear,” he has said
about it. He has also described the col-
lection as “classic with a sense of mad-
ness.” (The Spring 2010 men’s line is in-
spired by beatniks.) The designer’s de-
sire to do a full presentation of it came
from a sense that the industry hasn’t
been giving menswear its due.

Mr. Lim was one of a number of de-
signers who launched men’s lines in
2006 and 2007, in what was then a bull
market for new menswear labels. The
list included Narciso Rodriguez and
Isaac Mizrahi, both of whom have since
shuttered their men’s collections. Mr.
Lim also has a kids’ line.

Just as he doesn’t want to be seen as
just a womenswear designer—his line,
3.1 Phillip Lim, includes swimwear, lin-
gerie and shoes—he also doesn’t want
to be seen just for his otherness. “I
never stop and say, wait a minute, I’m
an Asian-American designer. That’s

never my m.o. I’m just a designer that
happens to be Asian that lives in Amer-
ica. My clothes are cosmopolitan,
they’re everyday.”
 —Ray A. Smith

Spanish designers
aim for a visual splash

There’s more to Spanish fashion
than Balenciaga and Oscar de la Renta.
Asociación Creadores de Moda de Es-
paña, or ACME, is kicking off a cam-
paign promoting Spanish designers.
First stop, the fashion week tents in
New York’s Bryant Park.

Ana Locking, Carmen March, Juan
Duyos and Juanjo Oliva will show their
Spring 2010 collections via film installa-
tion Sunday afternoon at the Celeste
Bartos Forum. Presented in a four-way,
split-screen format, the installation
was directed by Nicolàs Mèndez, known
for his music-video work.

“It’s the only way we could really
work together,” said Ms. March, noting
the designers’ “very different visions.”
Ms. March, who usually works in cou-
ture, is presenting her third pret-a-por-
ter collection. Her surf-inspired pieces
are meant to reflect late summer in her
native Majorca—one dress is struc-
tured like an elegant Neoprene wetsuit.

Mr. Oliva’s collection remakes mid-
century silhouettes in African prints.
Mr. Duyos also looks to the ’50s and ’60s
for his designs, but with original prints
from the American tropical tiki craze.
Ms. Locking’s structured garments mix
materials like latex and organza in burnt
red and orange. The palette is a depar-
ture from herfavorite black,she says,be-
cause the world needs more energy and
pomp during this economic funk. “We
need to enjoy fashion once again,” Ms.
Locking says. Appropriately, she’s
named her collection “Antidote.”
 —Kimberly Chou

For this model, place
to be is backstage

Cindy Crawford—supermodel, ac-
tress, infomercial star, entrepreneur,
motherand more—was in New York this
week, celebrating her newest business
venture: a home-furnishings line sold
exclusively at J.C. Penney in the U.S.

Dressed in a va-va-voom leopard-
printdressbytheItalian labelBlumarine
andJimmyChooblackpatent-leathersti-
lettos, her auburn hair falling in gentle
waves,shespoketoTheWallStreetJour-
nal about the changing fashion and
model industries and what it’s like to be
back in New York during fashion week.

WSJ: When’s the last time you were
here during fashion week?
Ms. Crawford: I was here in the spring
just by chance. But that phase of my life
is over. I don’t like watching shows. It’s
like I used to be at the kids’ table and
now they want me to sit at the
grown-up table. And I’m not ready for
the grown-up table yet. My friends are
backstage—the hairstylists, the
makeup people, the designers—and
that’s all happening behind the scenes.
So, I’ve gone to fashion shows for
friends [in the past] but not this time.
WSJ: How has the fashion industry
changed since you were walking the
runway?
Ms. Crawford: When we were first do-
ing it, it was just starting to become big
business. It felt like you could play
more. Now the pressure is on, I feel.
These luxury brands have so much
money. They have to push the product.
And obviously the economy is different
now. We used to go on these trips that
were 10 days, and two days would be
just for tanning, and we’d take one pic-
ture a day. Those days are over. So, I
feel very fortunate that I got to be in the
middle of it when it was all about fash-
ion. That was the most important thing
on the planet for like that one minute,
when Gianni Versace was alive and ev-
erything.
WSJ: What do you think of the models
these days?
Ms. Crawford: You know, I think
they’re beautiful. I just think now the fo-
cus is on celebrities, so it’s hard for a
model to make a name for herself. They
are just not getting the magazine cov-
ers. Those are the things that give a
model the name recognition to get her
to the next level. So they are just not
given the opportunities anymore. But
fashion is all about change. The bodies
change. Everything changes. That’s
just the way it is. I don’t think too much
about it. It’s fashion.
 —Rachel Dodes

For updates from New York’s fashion
week, see WSJ.com/Runway.

HEARD ON THE RUNWAY
New York’s fashion week

Designer Phillip Lim will show his first stand-alone menswear presentation Friday.
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Ana Locking’s structured garments will be featured
as part of ACME’s Sunday film installation.

Cindy Crawford at a launch party in New
York Wednesday for Cindy Crawford Style.
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Beijing Auto’s interest in Saab could provide technology it had sought from Opel.
Above, Beijing Auto vehicles at a Beijing expo in May.

By Patricia Jiayi Ho

BEIJING—By helping a Swedish
sportscar maker in its bid for Saab,
Beijing Automotive Industry
Holding Co. may have found an-
other way to get what it wanted in
its failed bid for Opel: access to the
same advanced GM technology
that drives cars from both Opel
and Saab.

Beijing Auto’s bid for Opel was
rejected by General Motors Co., in
July, as the companies failed to re-
solve differences over intellectual
property rights. China is a strate-
gic market for GM, and the auto
maker expects its sales here to rise
by more than 40% for the full year.

Turned down once by GM,
which owns both Opel and Saab,
Beijing Auto has struck a deal to
take a minority stake in Koenig-
segg Group AB and help Koenig-
segg close the funding gap it
needed to buy Saab. Details of the
deal, which was still being final-
ized, weren’t disclosed.

Brands across GM’s empire
tend to use the same kinds of vehi-
cle underpinnings, said John Bon-
nell, director of forecasting for
Asia at market-research firm J.D.
Power & Associates. For example,
Saab’s 9-5 sedan shares a platform
with the Opel Insignia. The cars
share the same basic construction
and have similar engines and trans-
missions.

It remains unclear what kind of
access Beijing Auto would have to
Saab technology as a noncontrol-
ling minority shareholder of
Koenigsegg, but it’s possible
Koenigsegg’s deal for Saab could
give Beijing Auto backdoor entry
to the same technology it had
sought in its Opel bid.

“In the negotiations they’re go-
ing to have to address that ques-

tion,” Mr. Bonnell said. GM is “go-
ing to hold onto their intellectual
property as best as they can.”

But with a binding agreement
already signed between GM and
Koenigsegg, it may be harder for
GM to block the Chinese compa-
ny’s participation in the transac-
tion and the indirect stake in Saab.
The companies signed a deal in Au-
gust.

Mr. Bonnell said it won’t be an
easy path for Beijing Auto to gain
access to GM’s technology. “If GM
wanted to keep them from buying
Opel technology, they’re going to
try to keep them from doing it with
Saab,” he said.

“As part of the proposed trans-
action, GM and Saab will continue
to share technology and services
during a defined time period,” GM

said in a statement Thursday.
“This has not changed.” The state-
ment didn’t comment on Beijing
Auto’s role in the deal.

A person close to Beijing Auto
told The Wall Street Journal
Wednesday that while the tie-up
between Koenigsegg and Beijing
Auto is still being worked out and
is “very complex,” the Chinese
auto maker is interested in produc-
ing Saab vehicles for Koenigsegg
in China and wants to acquire tech-
nology for its own brand.

The agreement between
Beijing Auto and Koenigsegg is ex-
pected to be finalized later this
year.

Saab has a negligible presence
in China currently, selling about
750 imported vehicles last year,
out of 9.4 million autos sold indus-
try-wide.

The companies have released
scant details about their deal, but
Koenigsegg said last month it
needed around $425 million in fi-
nancing to satisfy its business
plan for Saab.

Officials in Beijing Auto’s pub-
lic relations office declined Thurs-
day to comment further on the
deal.

Beijing Auto has joint ventures
with Hyundai Motor Co. and Daim-
ler AG to produce and market cars
in China. Its unit, Beiqi Foton Mo-
tor Co., is a leading commercial ve-
hicle maker in China.

Passenger vehicle sales in
China grew 37% in the first eight
months. Beijing Auto sold 580,000
vehicles in the first half this year,
and is targeting sales of 1.13 mil-
lion for the full year. It is aiming to
increase sales volume by a third
each year, reaching two million
units in 2011.

By comparison, J.D. Power ex-
pects Saab to sell 56,913 vehicles
globally this year, compared with
92,382 in 2008 and 123,497 in
2007.

Beijing Auto wants “to get big-
ger and stronger, and to match up
with the giant auto groups in
China,” said Tony Liu, a senior vice
president at market-information
provider Sinotrust. “They’re
aware that to be in the automotive
business in the long run, they have
to have technology and their own
brand products.”

While larger rivals such as
SAIC Motor Corp. has the Roewe
sedan and China FAW Group Co.
has cars such as the Red Flag and
Besturn, Beijing Auto has yet to

mass produce its own brand pas-
senger car.

Beijing Auto unveiled its own
models at the Beijing Auto show
last year, and plans to launch sales
next year, Mr. Liu said.

GM recently set up a third vehi-
cle-making joint venture with
China FAW Group to produce light
trucks. Sales of its passenger auto
and minivan joint ventures with
SAIC and Wuling Automobile Co.
rose 50% in the first eight months
this year from a year earlier to 1.11
million, in contrast to the weak-
ness in markets in the U.S. and
other developed countries.

Economy & Politics

Relief in Germany that Opel deal survived
Merkel has dodged
a potentially big hit
before the election

Access to GM at question in Chinese deal with Saab buyer

Green dream
Western companies see a big
market for clean technology
in China > Page 9

Chancellor Merkel said on Thursday that GM’s agreement with Magna ‘is in line with what the federal government wanted.’

LEADING THE NEWS: THE OPEL DEAL

Beijing Auto’s bid
for Opel was
rejected by General
Motors Co. in July.

By Geoffrey T. Smith

FRANKFURT—The decision by
General Motors Co. to agree to sell
its big European division to a consor-
tium led by Canada’s Magna Interna-
tional Inc. came just in time for Ger-
man Chancellor Angela Merkel.

Ms. Merkel had appeared to be
cruising to an easy victory in gen-
eral elections scheduled for Sept. 27
until an airstrike requested by Ger-
man commanders in Afghanistan
left scores dead and unleashed a po-
litical storm at home.

Her popularity ratings suddenly
fell off. Polls showed dwindling
chances that her center-right Chris-
tian Democratic Union Party could
have a strong enough showing to
govern without her current coali-
tion partners.

But by bringing GM and its U.S.
government owners around to decid-
ing in favor of her preferred partner,
Ms. Merkel demonstrated her skills
as a crisis manager. She presented
the outcome as a coup that preserves
jobs as Germany struggles to emerge
from its worst recession in 70 years.

“This result is in line with what
the federal government wanted, and
it’s in line with what Opel employees
had hoped for,” Ms. Merkel said at a
news conference.

GM set conditions on the deal
that it didn’t disclose, but company
executives Thursday pledged that
no assembly plants would be shut.

The chancellor faced embarrass-
ment just 24 hours earlier, when GM
appeared to be leaning toward keep-
ing the German Opel and U.K. Vaux-
hall brands, which would have been

restructured. German union offi-
cials feared that would mean plant
closures and possibly liquidation,
putting high political stakes on the
outcome.

“The federal government badly
wanted a deal with Magna,” said
Joerg Hinze, an analyst with the
Hamburg-based HWWI research in-

stitute. A tie-up with Magna was
seen as the best way to save as many
German jobs as possible, and make
it easier to justify the Œ4.5 billion
($6.5 billion) in subsidies the gov-
ernment has offered help rescue
Opel so far.

Ms. Merkel’s government had
supported Magna and its partner,

Russian state-owned savings bank
OAO Sberbank, financially and polit-
ically since May.

While Ms. Merkel could get a
boost in the polls, the deal’s longer-
term consequences may be even
more profound. If completed, it
would represent the biggest Rus-
sian investment in Western Euro-
pean manufacturing industry to
date, adding a significant economic
tie with Russia that until now has
been largely based on banking and
energy.

“It would mark a milestone in
Germany’s de facto disengagement
from the U.S. and its strategic shift
eastwards,” said Douglas Busvine,
an analyst at policy research firm
Medley Global Advisors.

For Russian Prime Minister
Vladimir Putin, the deal would be es-
pecially satisfying, creating an in-
dustrial partnership that could help
revive a Russian manufacturing sec-
tor in apparent terminal decline.

“Putin’s thinking is to develop
Russia’s strategic industries in part-
nership with internationally estab-
lished companies,” said Chris
Weafer, chief strategist at Uralsib
Bank in Moscow.

Success with Opel could help
erase memories of the failure to
build a Russian alliance with Franco-
German European Aeronautics De-
fence & Space Co. EADS was one of
many European companies to reject
strategic partnerships with Russian
companies, fearful of sharing tech-
nology and becoming beholden to
the Kremlin and its foreign policy.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.40 $26.40 0.46 1.76%
Alcoa AA 16.10 12.87 0.06 0.45%
AmExpress AXP 6.00 34.46 0.37 1.09%
BankAm BAC 120.60 16.91 –0.13 –0.76%
Boeing BA 2.50 50.39 –0.14 –0.28%
Caterpillar CAT 6.20 48.59 0.18 0.37%
Chevron CVX 6.50 71.66 1.33 1.89%
CiscoSys CSCO 57.10 22.94 0.71 3.18%
CocaCola KO 7.70 50.50 –0.13 –0.26%
Disney DIS 13.30 28.05 1.10 4.08%
DuPont DD 4.50 31.93 0.57 1.82%
ExxonMobil XOM 11.50 70.82 0.32 0.45%
GenElec GE 86.40 14.84 –0.03 –0.24%
HewlettPk HPQ 11.00 46.35 0.37 0.80%
HomeDpt HD 7.10 27.52 0.14 0.49%
Intel INTC 36.60 19.75 –0.18 –0.92%
IBM IBM 3.10 117.43 0.67 0.57%
JPMorgChas JPM 17.80 43.03 0.17 0.40%
JohnsJohns JNJ 4.90 60.56 –0.36 –0.59%
KftFoods KFT 17.90 26.19 –0.66 –2.46%
McDonalds MCD 9.30 54.81 –0.28 –0.51%
Merck MRK 11.00 31.99 0.44 1.39%
Microsoft MSFT 30.10 24.96 0.18 0.73%
Pfizer PFE 29.70 16.36 0.18 1.14%
ProctGamb PG 19.20 56.11 2.35 4.36%
3M MMM 2.60 74.03 0.85 1.16%
TravelersCos TRV 3.40 48.50 –0.64 –1.30%
UnitedTech UTX 2.90 61.89 0.65 1.06%
Verizon VZ 15.30 31.34 0.45 1.46%
WalMart WMT 17.70 50.85 –0.26 –0.51%

Dow Jones Industrial Average P/E: 16
LAST: 9612.14 s 64.92, or 0.68%

YEAR TO DATE: s 835.75, or 9.5%

OVER 52 WEEKS t 1,821.57, or 15.9%

 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

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

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

Nomura $598 25.0% 64% 23% 13% …%

Daiwa Securities SMBC Co Ltd 429 17.9% 68% 25% 8% …%

Mizuho 348 14.5% 34% 48% 10% 8%

Mitsubishi UFJ Securities 231 9.6% 21% 61% 10% 8%

Goldman Sachs 120 5.0% 83% 14% 4% …%

Citi 103 4.3% 39% 38% 22% 1%

JPMorgan 97 4.0% 72% 8% 20% …%

Morgan Stanley 68 2.8% 28% 51% 20% …%

Bank of America Merrill Lynch 53 2.2% 63% 27% 9% …%

Source: Dealogic

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

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

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

M real 1608 –45 –311 –334 Nielsen 668 2 –15 70

TUI 1110 –38 –189 –581 Repsol YPF 125 2 ... 17

Brit Awys  603 –36 –65 –37 Bouygues 88 2 –3 –5

Norske Skogindustrier 1122 –34 –47 34 Klepierre 246 2 –5 –6

Stora Enso  431 –25 –49 –49 Rep Italy 75 2 –5 6

Alcatel Lucent 686 –19 –53 –25 Vivendi 140 2 –14 –7

HeidelbergCement 610 –19 –161 –185 Peugeot 354 2 –29 –17

UPM Kymmene 345 –17 –35 –27 AXA 83 2 –4 12

ArcelorMittal Fin 303 –15 –9 2 Valeo 255 3 –12 24

Fiat 464 –12 –46 –11 Brit Telecom  127 4 3 8

Source: Markit Group

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

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

SAP Germany Software $62.7 35.10 2.66% –5.1% –7.9%

Siemens Germany Diversified Industrials 86.0 64.58 2.30 –5.6 –2.9

ING Groep Netherlands Life Insurance 34.4 11.37 2.11 –45.9 –66.5

ABB Switzerland Industrial Machinery 48.0 21.50 2.09 –6.4 34.8

AXA S.A. France Full Line Insurance 50.6 16.63 1.99 –24.4 –42.2

BNP Paribas S.A. France Banks $80.5 52.90 –2.31% –16.1 –36.0

Banco Santander Spain Banks 125.0 10.52 –1.77 1.5 –7.3

Banco Bilbao Viz Spain Banks 66.7 12.22 –1.69 9.6 –30.7

BASF Germany Commodity Chemicals 48.1 35.91 –1.59 –4.0 15.0

UBS Switzerland Banks 63.9 18.68 –1.37 –18.4 –70.4

...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

Allianz SE 53.5 81.15 1.72% –26.8% –39.6%
Germany (Full Line Insurance)
Deutsche Bk 44.9 49.70 1.67 –16.3 –45.7
Germany (Banks)
Credit Suisse Grp 62.1 54.60 1.39 7.1 –21.8
Switzerland (Banks)
Assicurazioni Gen 35.7 17.37 1.28 –21.3 –33.1
Italy (Full Line Insurance)
Nokia 56.9 10.43 0.97 –27.1 –31.9
Finland (Telecommunications Equipment)
BG Grp 65.9 11.04 0.82 0.4 67.8
U.K. (Integrated Oil & Gas)
British Amer Tob 66.0 19.56 0.72 4.4 30.3
U.K. (Tobacco)
L.M. Ericsson Tel B 30.4 71.60 0.56 3.2 –41.8
Sweden (Telecommunications Equipment)
Sanofi-Aventis S.A. 91.4 47.73 0.38 –4.4 –29.9
France (Pharmaceuticals)
Barclays 67.6 3.68 0.35 8.7 –44.1
U.K. (Banks)
ENI 100.9 17.29 0.29 –14.4 –24.5
Italy (Integrated Oil & Gas)
Daimler 51.6 33.39 0.24 –17.4 –19.5
Germany (Automobiles)
Rio Tinto 65.0 25.45 0.20 –25.9 22.2
U.K. (General Mining)
Roche Hldg Part. Cert. 111.6 165.20 0.18 –12.4 –22.3
Switzerland (Pharmaceuticals)
Total S.A. 144.2 41.75 0.13 –6.7 –16.4
France (Integrated Oil & Gas)
BHP Billiton 61.9 16.65 0.09 18.5 78.8
U.K. (General Mining)
Royal Dutch Shell A 103.4 20.02 0.05 –8.0 –22.5
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 51.3 2.97 ... –22.2 –42.2
Italy (Banks)
Novartis 125.7 49.48 –0.04 –18.2 –30.7
Switzerland (Pharmaceuticals)
Vodafone Grp 134.2 1.38 –0.07 3.1 18.7
U.K. (Mobile Telecommunications)

Telefonica S.A. 124.0 18.10 –0.14% 6.5% 38.1%
Spain (Fixed Line Telecommunications)
Nestle S.A. 159.5 43.32 –0.14 –12.5 1.2
Switzerland (Food Products)
Anglo Amer 45.6 20.40 –0.29 –11.6 –8.4
U.K. (General Mining)
GDF Suez 100.1 30.43 –0.29 –11.2 2.2
France (Multiutilities)
Unilever 47.5 19.01 –0.37 –7.6 0.8
Netherlands (Food Products)
France Telecom 69.9 18.36 –0.41 –5.0 5.3
France (Fixed Line Telecommunications)
Bayer 55.3 45.91 –0.41 –14.4 18.2
Germany (Specialty Chemicals)
GlaxoSmithKline 112.8 11.84 –0.46 –5.6 –19.1
U.K. (Pharmaceuticals)
ArcelorMittal 59.1 26.00 –0.46 –40.7 –3.1
Luxembourg (Iron & Steel)
E.ON 84.3 28.91 –0.52 –18.7 –12.4
Germany (Multiutilities)
Iberdrola S.A. 46.8 6.44 –0.62 –12.0 –15.0
Spain (Conventional Electricity)
Tesco 49.6 3.78 –0.76 1.1 2.9
U.K. (Food Retailers & Wholesalers)
Soc. Generale 43.0 50.80 –1.03 –20.5 –56.1
France (Banks)
HSBC Hldgs 187.7 6.54 –1.03 –15.0 –21.0
U.K. (Banks)
Diageo 43.6 9.49 –1.04 –8.5 2.2
U.K. (Distillers & Vintners)
UniCredit 62.2 2.55 –1.07 –18.9 –52.5
Italy (Banks)
Koninklijke Phlps 23.8 16.82 –1.12 –21.8 –37.9
Netherlands (Consumer Electronics)
BP 188.6 5.47 –1.20 9.0 –6.4
U.K. (Integrated Oil & Gas)
Astrazeneca 65.2 26.91 –1.27 4.9 –19.2
U.K. (Pharmaceuticals)
Deutsche Telekom 60.6 9.54 –1.29 –16.0 –18.3
Germany (Mobile Telecommunications)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 0.18% 0.73% 1.9% 5.9% -2.7%
Event Driven 0.08% 1.43% 4.6% 9.7% -17.1%
Equity Market Neutral -0.03% -0.58% -0.6% -4.0% -8.6%
Equity Long/Short 1.04% 1.28% 3.6% 3.8% -9.8%

*Estimates as of 09/09/09, 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 0.88 104.32% 0.02% 1.87 0.85 1.22

Eur. High Volatility: 11/1 1.67 109.01 0.04 3.89 1.56 2.41

Europe Crossover: 11/2 5.82 114.56 0.10 6.51 5.80 6.08

Asia ex-Japan IG: 11/1 1.29 109.76 0.04 3.84 1.21 2.08

Japan: 11/1 1.65 115.18 0.05 4.33 1.41 2.20

 Note: Data as of September 9

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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GM launches ad campaign to rebuild trust
Some commercials
will star chairman,
echoing ’80s Iacocca

GM will sell Opel, Vauxhall units to Magna-led group

d
h

/
l

November 2008:
Opel seeks Œ1 billion in loan 
guarantees from Germany in case 
parent General Motors withdraws its 
support. 

March 31, 2009: Chancellor 
Angela Merkel says Germany is 
willing to offer financial guarantees.

April:
Fiat begins talks with GM on buying 
a majority stake in Opel.

May:
Canadian auto-parts supplier Magna 
International emerges as possible 
bidder. 

May 30:
Germany selects Magna as its 
preferred bidder for Opel; agrees to 
provide Œ1.5 billion in bridge financing, 
giving it a say in what happens to the 
European unit.

July 6: 
China’s Beijing Automotive Industry, 
or BAIC, submits a Œ660 million bid 
for a 51% stake. 

July 13: 
Belgian private-equity firm RHJ 
International says it is in talks with 
GM for an Opel stake.

July 23: 
GM rejects BAIC bid.

July 28:
GM indicates board may have 
trouble accepting Magna bid.

Aug. 19: 
Germany offers Œ4.5 billion in credit 
available to a Magna/Sberbank deal.

Aug. 24: 
GM considers retaining Opel and 
Vauxhall operations. 

Aug. 25: 
Germany presses GM to reach a deal 
with Magna. 

Sept. 2: 
RHJ modifies offer, agreeing to put 
in more cash and seek lower loan 
guarantees.

Sept. 10:
GM agrees to sell its Opel and 
Vauxhall units to a consortium led
by Magna. 

Steering toward Opel

Source: Dow Jones Newswires

 September 2009 July 2009

 March 2009

LEADING THE NEWS: THE OPEL DEAL

By John D. Stoll

General Motors Co. on Monday
is launching an ad campaign with
the challenge “May the Best Car
Win” and offering a 60-day, money-
back guarantee, according to a per-

son familiar with the plan.
The campaign is designed to win

the trust of car buyers after GM’s col-
lapse earlier this year, which led to a
bankruptcy filing and a $50 billion
bailout from the U.S. government.

In some ads, GM’s new chairman,
Edward E. Whitacre Jr., will tell po-
tential buyers that he, too, was skep-
tical of the auto maker before join-
ing the company, this person said.

Mr. Whitacre’s appearance in
GM ads mirrors a move by one-time
Chrysler Chairman Lee Iacocca,

who starred in that auto maker’s
ads following a government bailout
in the 1980s. Mr. Iaccoca’s chal-
lenge to buyers: “If you can find a
better car, buy it.”

GM’s emphasis on its chairman
could also stray from the company’s
stated goal of taking the emphasis
off the company and placing it on its
four brands—Chevrolet, Cadillac,
GMC and Buick.

At the heart of GM’s effort is an
attempt to convince buyers that its
cars are as good as the competi-

tion’s. Mr. Whitacre’s message will
be that the company so fervently be-
lieves in its products that it is will-
ing to “put its money where its
mouth is” by offering customers a
two-month guarantee, this person
said. The company will also tout its
100,000-mile, five-year warranty in
the ads.

Mr. Whitacre was installed as
chairman by the Treasury Depart-
ment. He and the company’s new
board did an extensive product re-
view in August and told manage-

ment that the company needed to do
a better job communicating the at-
tributes of the vehicles, some of
which are considered either best in
class, or near the top of the class.

The auto maker didn’t disclose
figures, but it will be “spending
heavily” on it, said the person famil-
iar with the matter. The campaign
will span many channels, including
television, Twitter and in-person
events. Trade publication Automo-
tive News first reported Mr. Whita-
cre’s plans to appear in ads.

cal support.
GM’s board decided at a two-day

meeting that picking Magna was the
easiest way to exit a business that is
at best marginally profitable, or
would break even over the long run,
people familiar with the matter
said.

GM’s board was unanimous on
the recommendation even as direc-
tors agreed that handing over a ma-
jor strategic asset involved a great
risk, the people said.

The decision came after a spir-
ited debate on the issues and a bit of
finger-pointing at the management
team over how they got in the jam
in the first place, one of the people
said.

The argument for Magna was:
“You’re going to break your back
trying to restructure Opel against
serious headwinds from labor and
politicians.…This was a perfect op-
portunity to get out of a not very
good business for us,” one of the
people said.

GM also concluded that the ef-
fort to restructure was “wrought
with complexities,” including a
need to replace the entire Opel man-
agement team and rebuild from the
bottom up, one of the people said.

“It was doable, but it would have
been an enormous effort,” this per-
son said. GM’s management team

can now focus on expanding its
Chevrolet brand in Western Eu-
rope, the person said.

Opel’s focus will remain in West-
ern and Eastern Europe. Under the
proposed deal, Opel won’t be al-
lowed to sell cars in China until
2015, and is barred from the U.S. al-
together.

For the Obama administration,
snubbing Magna would have com-
plicated German-U.S. relations at a
time when Washington is counting
on German support on a number of
fronts, from the financial crisis to
Afghanistan.

GM tentatively agreed in May to
sell control of Opel to Magna, which
had pledged to keep Opel’s German
factories running. Facing national
elections Sept. 27, German politi-
cians, particularly Ms. Merkel,
threw their support behind Ma-
gna’s plan with Œ4.5 billion ($6.5 bil-
lion) in loan guarantees.

As GM emerged from its bank-
ruptcy proceedings earlier this
year in U.S. government hands, its
interest in a deal with Magna
waned. The company shifted to-
ward a bid from RHJ International
Inc. Then GM’s new board, led by
former AT&T Corp. Chief Executive
Edward E. Whitacre Jr., raised ques-
tions about how a sale would affect
GM’s strategy in Europe.

GM was also concerned about

losing Opel’s intellectual-property
rights, especially to Russia. But Ger-
many insisted on Magna, convinced
that the auto-parts maker would be
a more reliable guarantor of Ger-
man jobs.

While GM and U.S. authorities
have been concerned about the
transfer of technology to Russia,
German leaders and Opel view Rus-
sia as one of the most promising
auto markets in the world.

In recent years Russia has be-
come one of Germany’s fastest-
growing export markets, although
trade collapsed during the reces-
sion, as well as Germany’s key en-
ergy supplier. Ms. Merkel’s govern-
ment saw the Magna deal partly as
an opportunity to promote the Ger-
man auto industry’s engineering
skills in a Russian economy that, al-
though rich in natural resources,
needs heavy investment and mod-
ernization in coming years.

Ms. Merkel and Russian Presi-
dent Dmitry Medvedev jointly ex-
pressed their support for the Ma-
gna-Sberbank bid for Opel at a bilat-
eral summit on the Black Sea coast
last month. Mr. Medvedev cited the
Opel deal as the kind of Russian in-
vestment that could help to boost
his country’s high-tech expertise
and help diversify the Russian econ-
omy away from oil and gas.

For the Kremlin, the Opel bid has

received top-level political atten-
tion from the start, with Prime Min-
ister Vladimir Putin and Mr.
Medvedev pushing for it in private
talks, as well as public statements.
Russian officials hope the deal will
secure a future for the country’s
auto industry, which employs mil-
lions of Russians but is technologi-
cally far behind international rivals
after decades of underinvestment.

Sberbank, the Kremlin-con-
trolled national savings bank, will
provide financing, but officials
have said the bank could to sell the
Opel stake to a local auto maker
eventually.

Russian officials greeted Thurs-
day’s announcement with caution.
“This decision didn’t come easily
for GM or for us,” Sberbank Chief Ex-
ecutive German Gref said in a pre-
pared statement. “The talks
weren’t easy at all, and the struc-
ture of the deal is unprecedented in
its complexity, just the agreement
on intent runs to more than 1,000
pages. It’s early to declare that a fi-
nal decision has been made. This is,
for the moment, a very important in-
termediate stage of the deal.”

In Germany, GM’s decision to
sell Opel to Magna could be a boost
for Ms. Merkel ahead of the upcom-
ing election. The chancellor has in-
vested significant political capital
in arranging a sale to Magna in or-

der to save as many jobs as possible
at Opel’s German factories.

In the past week, the German
government threatened to call in a
$1.5 billion loan to help keep Opel
afloat if the Magna deal didn’t hap-
pen.

Even before GM officially an-
nounced its decision on Thursday,
Ms. Merkel claimed credit for the
outcome, saying that “that it was a
long road,” but that Germany’s per-
severance had paid off and that she
was “very pleased” by the outcome.

The deal could also help her So-
cial Democrat challenger in the elec-
tion, Foreign Minister Frank-
Walter Steinmeier. Mr. Steinmeier
has campaigned even harder than
Ms. Merkel for Opel’s sale to Ma-
gna.

The near-breakdown of the Ma-
gna deal, and GM’s flirtation with
other options, including retaining
Opel, threatened to add to the bad
news that has buffeted Ms. Merkel’s
previously smooth campaign for re-
election.

Ms. Merkel’s conservative Chris-
tian Democrats have been slipping
in some opinion polls following de-
feats in regional elections. The con-
troversy over a deadly airstrike in
Afghanistan last week also put Ms.
Merkel on the defensive.
 —Gregory L. White

contributed to this article.

Continued from first page

Associated Press; Getty Images; European Pressphoto Agency/Belga

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, SEPTEMBER 11 - 13, 2009 5

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.

2.34% 17 DJ Global Index -a % % 214.80 0.77% –9.6% 4.30% 13 U.S. Select Dividend -b % % 583.58 –0.32% –22.6%

2.00% 19 Global Dow 1213.70 0.90% –17.7% 1877.34 0.78% –13.9% 4.21% 17 Infrastructure 1310.10 0.69% –15.0% 1815.56 0.37% –11.3%

2.90% 43 Stoxx 600 240.50 0.16% –12.8% 261.57 0.04% –8.7% 1.48% 9 Luxury 823.20 –0.42% –9.0% 1014.50 –0.73% –5.0%

3.05% 27 Stoxx Large 200 256.40 0.13% –13.7% 277.40 0.01% –9.7% 5.98% 6 BRIC 50 381.50 0.49% 0.0% 528.72 0.18% 4.4%

2.17% -18 Stoxx Mid 200 227.10 0.17% –8.2% 245.63 0.05% –4.0% 4.06% 13 Africa 50 718.60 –0.50% –22.0% 662.95 –0.81% –18.6%

2.19% -91 Stoxx Small 200 143.30 0.67% –7.5% 154.90 0.55% –3.3% 3.25% 9 GCC % % 1488.67 –0.60% –37.1%

2.93% 34 Euro Stoxx 262.80 0.05% –13.6% 285.84 –0.07% –9.7% 2.85% 17 Sustainability 779.20 0.14% –14.1% 956.25 –0.17% –10.3%

3.07% 21 Euro Stoxx Large 200 278.30 0.01% –14.5% 300.88 –0.11% –10.6% 2.30% 14 Islamic Market -a % % 1835.51 0.85% –6.7%

2.21% -12 Euro Stoxx Mid 200 252.70 0.04% –9.8% 273.12 –0.08% –5.6% 2.62% 14 Islamic Market 100 1584.20 0.60% –11.9% 1970.76 0.29% –8.0%

2.44% 47 Euro Stoxx Small 200 155.90 0.76% –7.7% 168.33 0.64% –3.4% 2.62% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1360.00 0.33% –21.5% 1695.11 0.21% –17.9% 1.99% 17 DJ U.S. TSM % % 10648.84 0.02% –16.3%

4.20% 15 Euro Stoxx Select Div 30 1661.40 0.12% –21.6% 2078.84 0.00% –18.0% % DJ-UBS Commodity 118.00 –0.33% –31.1% 124.80 –0.45% –27.9%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 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 1.1634 1.9394 1.1182 0.1654 0.0377 0.1954 0.0127 0.3071 1.6941 0.2276 1.0751 ...

 Canada 1.0822 1.8039 1.0401 0.1538 0.0350 0.1817 0.0118 0.2857 1.5758 0.2117 ... 0.9302

 Denmark 5.1122 8.5220 4.9137 0.7268 0.1655 0.8585 0.0557 1.3496 7.4444 ... 4.7241 4.3942

 Euro 0.6867 1.1448 0.6601 0.0976 0.0222 0.1153 0.0075 0.1813 ... 0.1343 0.6346 0.5903

 Israel 3.7879 6.3144 3.6408 0.5385 0.1227 0.6361 0.0413 ... 5.5159 0.7410 3.5003 3.2559

 Japan 91.7700 152.9806 88.2065 13.0464 2.9718 15.4108 ... 24.2271 133.6355 17.9512 84.8034 78.8809

 Norway 5.9549 9.9268 5.7237 0.8466 0.1928 ... 0.0649 1.5721 8.6715 1.1648 5.5028 5.1185

 Russia 30.8801 51.4771 29.6810 4.3901 ... 5.1857 0.3365 8.1523 44.9676 6.0405 28.5359 26.5430

 Sweden 7.0341 11.7258 6.7610 ... 0.2278 1.1812 0.0766 1.8570 10.2431 1.3759 6.5001 6.0462

 Switzerland 1.0404 1.7343 ... 0.1479 0.0337 0.1747 0.0113 0.2747 1.5150 0.2035 0.9614 0.8943

 U.K. 0.5999 ... 0.5766 0.0853 0.0194 0.1007 0.0065 0.1584 0.8735 0.1173 0.5543 0.5156

 U.S. ... 1.6670 0.9612 0.1422 0.0324 0.1679 0.0109 0.2640 1.4562 0.1956 0.9241 0.8596

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 315.25 5.50 1.78% 707.00 302.00
Soybeans (cents/bu.) CBOT 926.50 –2.00 –0.22% 1,557.50 670.00
Wheat (cents/bu.) CBOT 458.75 2.50 0.55 1,155.75 452.75
Live cattle (cents/lb.) CME 87.225 –0.325 –0.37 118.500 81.250
Cocoa ($/ton) ICE-US 3,067 34 1.12 3,217 1,961
Coffee (cents/lb.) ICE-US 124.65 –0.55 –0.44 189.00 112.00
Sugar (cents/lb.) ICE-US 23.42 0.89 3.95 26.25 11.91
Cotton (cents/lb.) ICE-US 60.92 0.15 0.25 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,184.00 5 0.23 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,944 17 0.88 1,955 1,187
Robusta coffee ($/ton) LIFFE 1,478 –17 –1.14 2,256 1,275

Copper (cents/lb.) COMEX 287.65 –4.75 –1.62 378.00 131.15
Gold ($/troy oz.) COMEX 996.80 –0.30 –0.03 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1667.00 20.00 1.21 2,200.00 740.00
Aluminum ($/ton) LME 1,856.00 –42.00 –2.21 2,631.00 1,288.00
Tin ($/ton) LME 14,350.00 –370.00 –2.51 19,150.00 9,750.00
Copper ($/ton) LME 6,300.00 –131.50 –2.04 7,135.00 2,815.00
Lead ($/ton) LME 2,203.00 –252.00 –10.26 2,459.50 870.00
Zinc ($/ton) LME 1,915.00 –69.00 –3.48 1,986.00 1,065.00
Nickel ($/ton) LME 17,445 –605 –3.35 21,150 9,000

Crude oil ($/bbl.) NYMEX 72.27 0.45 0.63 125.63 45.87
Heating oil ($/gal.) NYMEX 1.7885 –0.0059 –0.33 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.8036 –0.0245 –1.34 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 3.256 0.427 15.09 12.115 2.409
Brent crude ($/bbl.) ICE-EU 70.65 0.06 0.08 143.75 45.37
Gas oil ($/ton) ICE-EU 567.75 –11.25 –1.94 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 10
Per In

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

Argentina peso-a 5.6118 0.1782 3.8538 0.2595

Brazil real 2.6496 0.3774 1.8195 0.5496

Canada dollar 1.5758 0.6346 1.0822 0.9241
1-mo. forward 1.5757 0.6346 1.0821 0.9241

3-mos. forward 1.5755 0.6347 1.0820 0.9243
6-mos. forward 1.5758 0.6346 1.0821 0.9241

Chile peso 806.52 0.001240 553.85 0.001806
Colombia peso 2925.36 0.0003418 2008.90 0.0004978

Ecuador US dollar-f 1.4562 0.6867 1 1
Mexico peso-a 19.6106 0.0510 13.4670 0.0743

Peru sol 4.2601 0.2347 2.9255 0.3418
Uruguay peso-e 32.473 0.0308 22.300 0.0448

U.S. dollar 1.4562 0.6867 1 1
Venezuela bolivar 3.13 0.319806 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6941 0.5903 1.1634 0.8596
China yuan 9.9448 0.1006 6.8293 0.1464

Hong Kong dollar 11.2863 0.0886 7.7505 0.1290
India rupee 70.6330 0.0142 48.5050 0.0206

Indonesia rupiah 14464 0.0000691 9933 0.0001007
Japan yen 133.64 0.007483 91.77 0.010897

1-mo. forward 133.61 0.007484 91.75 0.010899
3-mos. forward 133.56 0.007487 91.72 0.010903

6-mos. forward 133.45 0.007493 91.64 0.010912
Malaysia ringgit-c 5.0880 0.1965 3.4940 0.2862

New Zealand dollar 2.0858 0.4794 1.4324 0.6982
Pakistan rupee 120.428 0.0083 82.700 0.0121

Philippines peso 70.305 0.0142 48.280 0.0207
Singapore dollar 2.0783 0.4812 1.4272 0.7007

South Korea won 1780.20 0.0005617 1222.50 0.0008180
Taiwan dollar 47.530 0.02104 32.640 0.03064
Thailand baht 49.533 0.02019 34.015 0.02940

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

Euro zone euro 1 1 0.6867 1.4562

1-mo. forward 1.0000 1.0000 0.6867 1.4562

3-mos. forward 1.0000 1.0000 0.6867 1.4562

6-mos. forward 1.0001 0.9999 0.6868 1.4561

Czech Rep. koruna-b 25.479 0.0392 17.497 0.0572

Denmark krone 7.4444 0.1343 5.1122 0.1956

Hungary forint 271.87 0.003678 186.70 0.005356

Norway krone 8.6715 0.1153 5.9549 0.1679

Poland zloty 4.1502 0.2410 2.8500 0.3509

Russia ruble-d 44.968 0.02224 30.880 0.03238

Sweden krona 10.2431 0.0976 7.0341 0.1422

Switzerland franc 1.5150 0.6601 1.0404 0.9612

1-mo. forward 1.5147 0.6602 1.0401 0.9614

3-mos. forward 1.5138 0.6606 1.0395 0.9620

6-mos. forward 1.5121 0.6613 1.0384 0.9630

Turkey lira 2.1894 0.4567 1.5035 0.6651

U.K. pound 0.8735 1.1448 0.5999 1.6670

1-mo. forward 0.8736 1.1446 0.5999 1.6668

3-mos. forward 0.8737 1.1446 0.6000 1.6668

6-mos. forward 0.8735 1.1448 0.5999 1.6670

MIDDLE EAST/AFRICA
Bahrain dinar 0.5490 1.8217 0.3770 2.6527

Egypt pound-a 8.0368 0.1244 5.5190 0.1812

Israel shekel 5.5159 0.1813 3.7879 0.2640

Jordan dinar 1.0306 0.9703 0.7078 1.4129

Kuwait dinar 0.4173 2.3965 0.2866 3.4898

Lebanon pound 2187.94 0.0004571 1502.50 0.0006656

Saudi Arabia riyal 5.4610 0.1831 3.7502 0.2667

South Africa rand 11.0154 0.0908 7.5645 0.1322

United Arab dirham 5.3485 0.1870 3.6730 0.2723

SDR -f 0.9234 1.0830 0.6341 1.5771

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 600 240.47 0.38 0.16% 22.1% –12.8%

 21 DJ Stoxx 50 2434.68 2.14 0.09 17.9% –13.3%

 34 Euro Zone DJ Euro Stoxx 262.78 0.13 0.05 17.9% –13.6%

 29 DJ Euro Stoxx 50 2817.50 –3.08 –0.11% 14.9% –12.6%

 16 Austria ATX 2521.26 –5.76 –0.23 44.0% –22.6%

 14 Belgium Bel-20 2450.76 4.12 0.17 28.4% –18.9%

 12 Czech Republic PX 1147.5 –5.4 –0.47 33.7% –11.2%

 19 Denmark OMX Copenhagen 317.16 0.65 0.21 40.2% –11.5%

 14 Finland OMX Helsinki 6450.84 19.95 0.31 19.4% –15.5%

 16 France CAC-40 3705.87 –1.82 –0.05 15.2% –12.8%

 20 Germany DAX 5594.77 20.51 0.37 16.3% –9.5%

 … Hungary BUX 19032.99 15.00 0.08 55.5% –2.5%

 16 Ireland ISEQ 3188.90 12.90 0.41 36.1% –26.0%

 13 Italy FTSE MIB 22849.87 47.83 0.21 17.4% –18.2%

 … Netherlands AEX 305.97 1.72 0.57 24.4% –22.1%

 13 Norway All-Shares 360.24 –1.08 –0.30 33.3% –13.9%

 17 Poland WIG 37019.72 –514.80 –1.37 36.0% –5.2%

 17 Portugal PSI 20 8070.07 71.01 0.89 27.3% –2.1%

 … Russia RTSI 1163.76 3.96 0.34% 84.2% –10.3%

 11 Spain IBEX 35 11340.8 –121.2 –1.06% 23.3% 1.8%

 15 Sweden OMX Stockholm 284.06 –1.24 –0.43 39.1% 7.0%

 13 Switzerland SMI 6208.43 6.39 0.10 12.2% –12.2%

 8 Turkey ISE National 100 44924.12 338.98 0.76 67.2% 20.2%

 13 U.K. FTSE 100 4987.68 –16.62 –0.33 12.5% –6.2%

 53 ASIA-PACIFIC DJ Asia-Pacific 120.16 1.81 1.53 28.4% 1.6%

 … Australia SPX/ASX 200 4570.8 48.6 1.07 22.8% –5.1%

 … China CBN 600 25299.08 –244.23 –0.96 71.3% 53.1%

 21 Hong Kong Hang Seng 21069.56 218.52 1.05 46.4% 8.7%

 19 India Sensex 16216.86 33.31 0.21 68.1% 13.2%

 … Japan Nikkei Stock Average 10513.67 201.53 1.95 18.7% –13.1%

 … Singapore Straits Times 2682.02 31.54 1.19 52.3% 5.5%

 11 South Korea Kospi 1644.68 36.91 2.30 46.3% 14.0%

 18 AMERICAS DJ Americas 274.65 2.44 0.90 21.5% –13.7%

 … Brazil Bovespa 58368.09 458.14 0.79 55.4% 15.4%

 18 Mexico IPC 29325.46 225.41 0.77 31.0% 14.7%

*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. 10, 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* 281.29 0.61% 23.5% –16.7%

2.60% 21 World (Developed Markets) 1,106.31 0.71% 20.2% –17.7%

2.40% 23 World ex-EMU 128.75 0.52% 19.6% –17.5%

2.50% 23 World ex-UK 1,100.82 0.66% 19.2% –17.6%

3.20% 20 EAFE 1,533.49 0.84% 23.9% –15.8%

2.50% 16 Emerging Markets (EM) 879.94 –0.10% 55.2% –8.0%

3.60% 14 EUROPE 83.49 0.93% 20.3% –17.1%

3.90% 14 EMU 175.27 1.68% 23.4% –19.0%

3.40% 16 Europe ex-UK 91.91 1.04% 18.5% –16.4%

4.20% 12 Europe Value 96.08 1.11% 23.9% –15.9%

2.90% 17 Europe Growth 70.43 0.73% 16.5% –18.4%

2.70% 17 Europe Small Cap 151.83 0.88% 50.4% –12.2%

2.30% 8 EM Europe 239.07 0.89% 50.5% –31.9%

4.00% 11 UK 1,489.31 1.15% 13.3% –11.0%

2.80% 20 Nordic Countries 132.42 1.30% 35.0% –19.0%

1.80% 7 Russia 647.03 1.73% 57.0% –38.3%

3.40% 13 South Africa 671.86 –0.36% 16.1% –2.1%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 377.41 –0.37% 52.6% –3.1%

1.70% -72 Japan 581.00 –0.74% 9.6% –26.7%

2.30% 16 China 60.64 –1.13% 48.7% 3.9%

1.00% 20 India 644.26 0.43% 74.5% 10.4%

0.90% 24 Korea 454.89 –0.69% 48.2% 12.6%

2.90% 31 Taiwan 266.25 –1.05% 53.6% –1.8%

2.00% 28 US BROAD MARKET 1,145.87 0.90% 16.6% –19.0%

1.40% -47 US Small Cap 1,555.48 1.73% 24.7% –17.8%

3.50% 14 EM LATIN AMERICA 3,447.41 0.10% 65.9% –13.1%

*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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BBC argues against sharing licensing fees with its rivals

Fraud Office starts probe of sports retailers

William Morrison’s profit rises
U.K. supermarket chain expects sector’s growth to slow due to falling commodities prices

By Michael Carolan

And Lilly Vitorovich

LONDON—Home Retail Group
PLC on Thursday posted better-
than-expected second-quarter
sales at its U.K. retail chains Argos
and Homebase and raised its first-
half profit forecast.

General-merchandise chain Ar-
gos booked a 1.4% fall in sales for
the 13 weeks to Aug. 29, an im-
provement from the first quarter,
when sales were down 2.8%. Com-
parable sales at home-improve-
ment business Homebase, mean-
while, grew 1.6%.

“We are pleased that both Ar-
gos and Homebase performed
well, delivering cash margin
ahead of our expectations,” said
Chief Executive Terry Duddy.

Home Retail said first-half pre-
tax profit before exceptional items
will be in line with the £121 million
($200 million) it recorded last
year. This compares with market
expectations of between £80 mil-
lion and £120 million.

However, the better-than-ex-
pected sales performance came at
the expense of a continuing de-
cline in gross margins. A change in
the mix of products sold, higher
levels of discounting and adverse
currency fluctuations resulted in a
1.25-percentage-point decline in
gross margin for Argos and a four-
percentage-point fall at Home-
base. The company didn’t disclose
year-earlier margins.

Mr. Duddy said the drop was
partly due to greater discounting
to compete with rival Kingfisher
PLC and a decision to clear out old
stock. The CEO said the full-year
gross margin at Argos is now ex-
pected to fall two percentage
points. Homebase margins, mean-
while, are seen dropping 3.5 per-
centage points.

Argos sales benefited from
growth in the consumer-electron-
ics category, where strong televi-
sion and personal-computer sales
offset weakness in the gaming mar-
ket. Toy sales were also strong,
while furniture sales were chal-
lenging, Home Retail said. The im-
proving sales trend at Homebase,
meanwhile, was led by more expen-
sive categories such as kitchens.

Rival retailer Kesa Electricals
PLC also benefited from an uptick
in the U.K., though continued weak-
ness in continental Europe left
that company’s fiscal first-quar-
ter sales looking sluggish.

Kesa, which is Europe’s third-
largest electrical-goods retailer
by sales behind Metro AG’s Media
Markt and DSG International PLC,
posted a 3.9% fall in same-store
sales for the three months ended
July 31. This came despite a 0.3%
rise in same-store sales at Comet
in the U.K. Sales in France, Kesa’s
next major market, dropped 3.7%,
while same-store sales outside
those two countries declined 10%.

LONDON—The U.K’s Serious
Fraud Office said Thursday it is in-
vestigating two of the country’s big-
gest sports retailers after one of
them blew the whistle on alleged
price-fixing.

The Serious Fraud Office said it
is investigating JJB Sports PLC and
Sports Direct International PLC for
suspected criminal offenses under
the Fraud Act and the Enterprise
Act, following a referral from U.K.
regulator the Office of Fair Trading,
or OFT.

JJB said Thursday that OFT offi-
cials visited its offices in Wigan, Eng-
land, after it requested immunity
from prosecution in exchange for in-
forming the regulator about a “sus-

pected agreement or concerted prac-
tice” to hinder competition in the
sports retail market between June
2007 and March 2009.

JJB said the OFT has granted it
immunity provided it continues to
cooperate.

Sports Direct International, ma-
jority-owned by Mike Ashley, who
also owns English football club New-
castle United, said officials from the
OFT and Serious Fraud Office visited
its offices in Shirebrook, England, in
relation to the probe into suspected
price-fixing. It said it is cooperating
fully with the investigation.

The OFT said the investigation is
at an early stage and it won’t be able
to determine whether the law has
been broken until this process has
been concluded.

Sportswear and football kits are
big business in the U.K. and Sports
Direct and JJB Sports are two of the

leading retailers. Both are expecting
a huge boost to sales after England’s
soccer team Wednesday secured
qualification for the 2010 football
World Cup.

This isn’t the first time the mar-
ket has been probed by the antitrust
authorities. In 2003, the OFT fined
10 companies £18.6 million ($31 mil-
lion) for fixing the price of Umbro
replica football kits. With more than
£8 million, JJB Sports was hit with
the biggest fine.

JJB Sports has had a turbulent
year. Faced with plunging sales and
heavy debts, the company placed
two unprofitable units into adminis-
tration, one of which it had bought
from Sports Direct. It also sold its fit-
ness-club business to its founder
David Whelan for £83 million.

In March the company fired its
Chief Executive Chris Ronnie. He
had been suspended in January af-

ter the liquidators of Icelandic bank
Kaupthing Bank hf. seized his 27.5%
stake in JJB. Mr. Ronnie couldn’t be
reached for comment.

JJB subsequently hired a former
Next PLC chief executive, David
Jones, to turn the business around.
But Sir David soon had to explain to
shareholders why he had taken a per-
sonal loan from Sports Direct’s Mr.
Ashley. Sir David said he borrowed
the money before he joined and
would repay it.

Shares in JJB closed down 10% at
34.75 pence Thursday, while Sports
Direct shares fell 16% to 108.9 pence.

Under a 2002 U.K. law, running a
cartel became a criminal offense
and anyone convicted could face an
unlimited fine or prison. However, if
a business ends its involvement and
informs the OFT, it can escape prose-
cution or pay a smaller fine.

By Lilly Vitorovich

LONDON—Sales growth in the
U.K. grocery sector is slowing
quickly, a trend analysts say will
hurt players in the intensely compet-
itive food-retail industry.

William Morrison Supermar-
kets PLC Thursday became the first
major grocery chain to detail the ex-
tent of the growth slowdown, as
Chief Executive Marc Bolland cau-
tioned that the industry’s growth
rate will fall to low single digits.

The growth of the the U.K. gro-
cery market has been propelled by
inflation in both food commodities
and oil prices. But Mr. Bolland, who
helped engineer a turnaround at
Morrison by focusing on low-priced
fresh foods, said market growth is
expected to fall to “smaller single
digit numbers” in the second half of
the year as prices stabilize.

According to the British Retail
Consortium, overall store prices fell
0.1% in August from a year earlier,
compared with 0.5% annual infla-
tion in July. The group’s director
general, Stephen Robertson, said
the decline was driven by a big drop
in food inflation, in the wake of fall-
ing global commodity prices. It was
the first time shop prices have
fallen on an annual basis since Feb-
ruary 2007.

William Morrison, which runs
the Morrisons chain of supermar-
kets, said net profit rose 42% to
£309 million ($510.8 million) for the
six months ended Aug. 2, up from
£218 million in the year-earlier pe-
riod. Morrison’s earnings were

driven by higher sales and a pen-
sions credit of £91 million.

The CEO on Thursday predicted
that Morrison, which has been the
best performer in the U.K. grocery
sector so far this year in terms of
sales, will continue outperforming
the market, underpinned by new cus-
tomers and locations as well as the
opening of more smaller stores.

Revenue rose 5% to £7.46 million
as the company opened 22 new
stores. Net selling space increased
by 300,000 square feet, bringing the
total to 11.4 million square feet.

While falling prices will be wel-
comed by embattled U.K. consum-
ers, the trend will cause many head-
aches for retail executives here, who
face the risk of a deepening price
war similar to that in the U.S. and
continental Europe. The U.K.’s lead-
ing grocers are already fighting for

shoppers’ time and money—slash-
ing prices, launching new budget
brands and taunting rivals in adver-
tising.

Asda Group Ltd., the U.K. super-
market business of U.S. retailing gi-
ant Wal-Mart Stores Inc., last
month said food-price inflation in
its stores at the of June was the low-
est in two years.

The fourth-largest player in the
U.K. supermarket sector by sales,
Morrison has gained more than a
million new customers in the past
two years and has its eye on more
than 100 locations for new stores
around the country. Tesco PLC is the
market leader, followed by Asda and
J Sainsbury PLC.

Citing industry data from mar-
ket-research firm Taylor Nelson Sof-
res, Mr. Bolland said the U.K. gro-
cery market grew 5.9% during the

first six months of the year. Morri-
son in that period increased its
sales, excluding fuel, by 9.2%, well
ahead of Tesco’s 5%, Asda’s 8.3% and
Sainsbury’s 7.6%.

Pali International analyst Nick
Bubb said the key for Morrison is
that the company is “still delivering
strong profit growth and are confi-
dent on their own performance.”

“The worry for Sainsbury, by con-
trast, is that their own gross mar-
gins are under a lot more pressure
than Morrison’s so they’re more ex-
posed to an industry slowdown and
Tesco’s Clubcard push,” he added.

Sainsbury wasn’t available to
comment.

A Tesco spokesman Thursday de-
clined to comment on the potential
impact of falling prices on business.
The company is scheduled to report
interim results Oct. 6.

CORPORATE NEWS

Turnaround man
At Morrison, Marc Bolland has 
put in place a broad plan to boost 
profit. He cautioned Thursday 
that the industry's solid growth 
rate is declining as prices fall.

n 22 new stores opened

n 1,600 new products launched

n IT system overhauled

n market share taken from 
heavyweight Tesco

Highlights from first half of 2009:

n Adviser, Ajax football team, 
Amsterdam

Outside posts: 

Background: 20 years at Heineken 

1995: appointed head of Slovak                   
operations

1999:  became director of export                         
division

2001: named executive board    
member

2005: became chief operating    
officer

Source: The company
Bolland has been CEO since September 2006

By Tim Hanrahan

And Paul Sonne

BBC Trust Chairman Michael Ly-
ons said in an open letter to U.K. tele-
vision watchers that the British
Broadcasting Corp. won’t “ask the
public for more money than it needs
to do its job,” but that it doesn’t be-
lieve viewers want their license fees
diverted to private broadcasters.

Sir Michael also indicated that

cuts to the size of its television, ra-
dio and online offerings may be com-
ing. “The seismic shifts currently
taking place in the economy and in
technology require us to think big-
ger even though it may mean the
BBC becoming smaller,” said Sir
Michael. The BBC Trust is the gov-
erning body of the BBC.

The BBC faces the threat of hav-
ing to cede around 3% of its license
fee to commercial rivals. In its recent

Digital Britain report, the U.K. gov-
ernment said it would propose “top
slicing,” or skimming off a portion of
the BBC’s license fee to help strug-
gling commercial rivals produce pub-
lic-service TV.

Sir Michael cited research on
viewers opinions on the license fee,
which is currently £139.50
($230.62) a year for all television-
watching households. Offered six
possible options for what should

happen to the license fee once a digi-
tal-switchover project is finished,
about half of respondents said they
would prefer the license fee to be
lowered by £5.50. Last month,
James Murdoch, News Corp.’s top
executive in Europe and Asia, said
state support gives the BBC an un-
fair edge. He described as “chilling”
what he called the BBC’s influence in
the U.K. media industry. News Corp.
owns The Wall Street Journal.

Home Retail
sees sales trends
at Argos improve

Home Retail said toy
sales were strong,
while furniture sales
were challenging.

By Hannah Benjamin,
Rachael Gormley

and Jason Douglas

6 FRIDAY - SUNDAY, SEPTEMBER 11 - 13, 2009 T H E WA L L ST R E ET JO U R NA L .

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 09/09 USD 328.84 33.9 8.4 5.3
Sel Emerg Mkt Equity GL EQ GGY 09/09 USD 193.10 47.4 –1.2 –10.4
Sel Euro Equity EUR US EQ GGY 09/09 EUR 94.04 25.0 –16.4 –21.1
Sel European Equity EU EQ GGY 09/09 USD 181.74 32.2 –12.3 –18.5
Sel Glob Equity GL EQ GGY 09/09 USD 182.77 27.3 –13.4 –18.1

Sel Glob Fxd Inc GL BD GGY 09/09 USD 138.93 7.7 –1.4 –1.6
Sel Pacific Equity AS EQ GGY 09/09 USD 135.79 50.2 2.1 –8.0
Sel US Equity US EQ GGY 09/09 USD 116.54 15.7 –16.8 –16.6
Sel US Sm Cap Eq US EQ GGY 09/09 USD 162.99 24.6 –17.9 –17.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/09 EUR 25.75 –1.8 –42.1 –46.6
MP-TURKEY.SI OT OT SVN 09/09 EUR 29.78 52.5 –19.9 –21.7

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 09/09 EUR 3.17 51.0 –50.5 –41.7
Parex Eastern Europ Bal OT OT LVA 09/09 EUR 12.74 48.5 –6.5 –4.3

Parex Eastern Europ Bd EU BD LVA 09/09 USD 13.62 56.2 –2.4 0.9
Parex Russian Eq EE EQ LVA 09/09 USD 17.03 96.7 –17.3 –18.2

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 09/10 USD 159.06 43.4 1.6 –14.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/10 USD 151.77 42.6 0.8 –14.9
PF (LUX)-Biotech-Pca OT EQ LUX 09/09 USD 289.77 1.6 –15.7 –5.8
PF (LUX)-CHF Liq-Pca CH MM LUX 09/09 CHF 124.22 0.2 0.3 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/09 CHF 93.76 0.2 0.3 1.3

PF (LUX)-Digital Comm-Pca OT EQ LUX 09/09 USD 104.49 28.5 5.8 –7.5
PF (LUX)-East Eu-Pca EU EQ LUX 09/09 EUR 260.65 95.2 –20.3 –22.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/10 USD 471.99 55.1 –1.7 –13.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/09 EUR 95.45 24.9 –11.3 –16.4
PF (LUX)-EUR Bds-Pca EU BD LUX 09/09 EUR 379.71 1.7 4.2 2.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/09 EUR 288.96 1.7 4.2 2.0

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/09 EUR 143.19 14.7 9.7 4.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/09 EUR 100.67 14.7 9.7 4.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/09 EUR 131.81 46.2 –1.8 –4.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/09 EUR 76.41 46.2 –1.8 –4.1
PF (LUX)-EUR Liq-Pca EU MM LUX 09/09 EUR 135.85 0.9 1.8 2.8

PF (LUX)-EUR Liq-Pdi EU MM LUX 09/09 EUR 97.91 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/09 EUR 102.38 0.5 1.4 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/09 EUR 101.02 0.5 1.4 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/09 EUR 381.76 24.8 –15.3 –21.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/09 EUR 125.87 24.5 –11.5 –19.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/09 USD 232.45 22.7 14.6 10.1

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/09 USD 158.13 22.7 14.6 10.1
PF (LUX)-Gr China-Pca AS EQ LUX 09/10 USD 321.69 51.2 10.9 –8.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/10 USD 320.34 67.2 3.0 –8.8
PF (LUX)-Jap Index-Pca JP EQ LUX 09/10 JPY 9205.69 13.0 –19.6 –20.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/10 JPY 8148.14 11.6 –23.7 –24.6
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/10 JPY 7918.41 11.1 –24.2 –25.1

PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/10 JPY 4604.09 17.3 –17.9 –19.2
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/09 USD 48.67 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/10 USD 246.31 55.6 5.8 –7.1
PF (LUX)-Piclife-Pca CH BA LUX 09/09 CHF 768.36 11.4 –2.6 –5.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/09 EUR 57.82 31.0 –10.4 –15.3

PF (LUX)-Rus Eq-Pca OT OT LUX 09/09 USD 50.32 120.3 –15.8 NS
PF (LUX)-Security-Pca GL EQ LUX 09/09 USD 90.24 26.3 –2.4 –10.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/09 EUR 432.04 32.4 –12.1 –19.2
PF (LUX)-US Eq-Ica US EQ LUX 09/09 USD 95.38 16.8 –15.6 –12.1
PF (LUX)-USA Index-Pca US EQ LUX 09/09 USD 83.75 15.5 –14.2 –14.4

PF (LUX)-USD Gov Bds-Pca US BD LUX 09/09 USD 510.15 –3.8 3.8 5.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/09 USD 374.33 –3.8 3.8 5.4
PF (LUX)-USD Liq-Pca US MM LUX 09/09 USD 130.99 0.6 1.1 2.2
PF (LUX)-USD Liq-Pdi US MM LUX 09/09 USD 85.53 0.6 1.1 2.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/09 USD 101.56 0.3 1.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/09 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 09/09 EUR 115.30 11.9 –12.8 –13.4
PF (LUX)-WldGovBds-Pca GL BD LUX 09/10 USD 166.29 0.9 11.7 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/10 USD 137.64 0.9 11.7 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 09/09 USD 11.72 49.5 2.2 –9.4
Japan Fund USD JP EQ IRL 09/10 USD 17.48 19.0 19.9 0.6
Polar Healthcare Class I USD OT OT IRL 09/09 USD 12.08 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/09 USD 12.08 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 09/09 EUR 669.41 18.8 –13.8 NS
Core Eurozone Eq B EU EQ IRL 09/09 EUR 793.11 20.6 –10.8 NS
Euro Fixed Income A EU BD IRL 09/09 EUR 1194.83 5.5 –1.4 –3.0
Euro Fixed Income B EU BD IRL 09/09 EUR 1273.22 6.0 –0.8 –2.4
Euro Small Cap A EU EQ IRL 09/09 EUR 1148.45 35.5 –14.3 –23.6
Euro Small Cap B EU EQ IRL 09/09 EUR 1227.92 36.0 –13.8 –23.2
Eurozone Agg Eq A EU EQ IRL 09/09 EUR 624.95 25.8 –12.4 –19.4
Eurozone Agg Eq B EU EQ IRL 09/09 EUR 896.47 26.3 –11.9 –19.0
Glbl Bd (EuroHdg) A GL BD IRL 09/09 EUR 1337.15 11.7 3.5 1.7
Glbl Bd (EuroHdg) B GL BD IRL 09/09 EUR 1416.65 12.1 4.3 2.3
Glbl Bd A EU BD IRL 09/09 EUR 1062.49 8.4 3.3 0.7
Glbl Bd B EU BD IRL 09/09 EUR 1129.46 8.8 3.9 1.4
Glbl Real Estate A OT EQ IRL 09/09 USD 841.92 26.3 –21.8 –20.0
Glbl Real Estate B OT EQ IRL 09/09 USD 866.36 26.8 –21.3 –19.5
Glbl Real Estate EH-A OT EQ IRL 09/09 EUR 757.41 20.7 –25.3 –21.8
Glbl Real Estate SH-B OT EQ IRL 09/09 GBP 71.08 19.9 –26.2 –21.4
Glbl Strategic Yield A EU BD IRL 09/09 EUR 1464.98 29.6 –0.1 –0.5
Glbl Strategic Yield B EU BD IRL 09/09 EUR 1564.77 30.1 0.5 0.1
Japan Equity A JP EQ IRL 09/09 JPY 12084.25 16.9 –16.7 –22.1
Japan Equity B JP EQ IRL 09/09 JPY 12856.00 17.4 –16.2 –21.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/09 USD 2052.35 59.6 8.1 –8.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/09 USD 2186.25 60.2 8.7 –7.8
Pan European Eq A EU EQ IRL 09/09 EUR 916.81 27.6 –11.8 –18.6
Pan European Eq B EU EQ IRL 09/09 EUR 975.52 28.1 –11.4 –18.1
US Equity A US EQ IRL 09/09 USD 811.54 21.3 –14.9 –14.6
US Equity B US EQ IRL 09/09 USD 867.28 21.8 –14.4 –14.1
US Small Cap A US EQ IRL 09/09 USD 1190.75 18.4 –18.1 –16.5
US Small Cap B US EQ IRL 09/09 USD 1273.32 18.9 –17.6 –16.0

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/10 EUR 13.82 –2.2 12.5 11.8
Asset Sele C H-CHF OT OT LUX 09/10 CHF 95.93 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/10 GBP 97.07 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/10 JPY 9634.38 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/10 NOK 110.76 –1.6 NS NS
Asset Sele C H-SEK OT OT LUX 09/10 SEK 138.83 –2.6 13.4 12.2
Asset Sele C H-USD OT OT LUX 09/10 USD 96.78 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/10 SEK 130.28 –2.6 NS NS
Choice Global Value -C- GL EQ LUX 09/10 SEK 70.85 17.7 –18.3 –23.4
Choice Global Value -D- OT OT LUX 09/10 SEK 67.89 17.7 –18.3 NS
Choice Global Value -I- OT OT LUX 09/10 EUR 6.16 26.4 –23.4 –26.1
Choice Japan Fd -C- OT OT LUX 09/10 JPY 50.13 11.5 –20.0 –22.0
Choice Japan Fd -D- OT OT LUX 09/10 JPY 45.08 11.5 –20.0 –22.0
Choice Jpn Chance/Risk JP EQ LUX 09/10 JPY 52.13 16.4 –21.4 –24.5
Choice NthAmChance/Risk US EQ LUX 09/10 USD 3.67 30.9 –16.0 –13.5
Ethical Europe Fd OT OT LUX 09/10 EUR 1.85 23.6 –18.3 –23.1
Europe 1 Fd OT OT LUX 09/10 EUR 2.65 27.2 –16.9 –22.8
Europe 3 Fd EU EQ LUX 09/10 EUR 3.83 25.4 –18.1 –23.3
Global Chance/Risk Fd GL EQ LUX 09/10 EUR 0.55 18.1 –15.0 –18.2

Global Fd -C- OT OT LUX 09/10 USD 2.01 20.7 –14.5 –16.6
Global Fd -D- OT OT LUX 09/10 USD 1.26 20.7 NS NS
Nordic Fd OT OT LUX 09/10 EUR 5.25 30.2 –2.3 –12.9

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/10 USD 6.84 51.1 9.2 –9.6
Choice Asia ex. Japan -D- OT OT LUX 09/10 USD 1.21 51.1 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/10 EUR 10.41 –4.6 –2.6 1.1
Currency Alpha EUR -RC- OT OT LUX 09/10 EUR 10.33 –4.9 –3.0 0.6
Currency Alpha SEK -ID- OT OT LUX 09/10 SEK 96.88 –8.3 –6.5 NS
Currency Alpha SEK -RC- OT OT LUX 09/10 SEK 105.86 –4.9 –3.0 0.6
Generation Fd 80 OT OT LUX 09/10 SEK 7.45 16.8 –7.6 –13.7
Nordic Focus EUR NO EQ LUX 09/10 EUR 73.17 46.7 –6.8 NS
Nordic Focus NOK NO EQ LUX 09/10 NOK 78.88 46.7 –6.8 NS
Nordic Focus SEK NO EQ LUX 09/10 SEK 79.88 46.7 –6.8 NS
Russia Fd OT OT LUX 09/10 EUR 7.08 112.2 –8.4 –17.2

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/10 USD 1.67 20.6 –15.0 –15.5
Ethical Glbl Fd -C- OT OT LUX 09/10 USD 0.79 16.8 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/10 USD 0.77 28.6 –8.5 –14.8
Ethical Sweden Fd NO EQ LUX 09/10 SEK 39.37 42.8 10.7 –6.2
Index Linked Bd Fd SEK OT BD LUX 09/10 SEK 13.16 3.3 4.3 4.9
Medical Fd OT EQ LUX 09/10 USD 3.03 5.8 –12.3 –9.0
Short Medium Bd Fd SEK NO MM LUX 09/10 SEK 8.80 1.1 1.5 2.6
Technology Fd -C- OT OT LUX 09/10 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 09/10 USD 2.28 46.3 2.0 –8.0
World Fd -C- OT OT LUX 09/10 USD 27.55 NS NS NS
World Fd -D- OT OT LUX 09/10 USD 2.09 30.4 –2.4 –8.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/10 EUR 1.27 0.1 0.1 1.3
Short Bond Fd EUR -D- OT OT LUX 09/10 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/10 SEK 21.94 1.8 1.8 2.8
Short Bond Fd USD US MM LUX 09/10 USD 2.49 –0.2 0.4 1.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/10 SEK 10.29 2.3 –0.9 0.5
Alpha Bond Fd SEK -B- NO BD LUX 09/10 SEK 8.91 2.3 –0.9 0.5
Alpha Bond Fd SEK -C- NO BD LUX 09/10 SEK 25.76 2.2 –1.0 0.4
Alpha Bond Fd SEK -D- NO BD LUX 09/10 SEK 8.02 2.2 –1.0 0.4
Alpha Short Bd SEK -A- NO MM LUX 09/10 SEK 11.08 2.5 2.5 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/10 SEK 10.14 2.5 2.5 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/10 SEK 21.67 2.4 2.4 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/10 SEK 8.20 2.4 2.4 3.1
Bond Fd SEK -C- NO BD LUX 09/10 SEK 42.40 2.0 9.6 6.2
Bond Fd SEK -D- NO BD LUX 09/10 SEK 12.31 2.1 9.7 5.6
Corp. Bond Fd EUR -C- EU BD LUX 09/10 EUR 1.23 12.8 5.0 1.8
Corp. Bond Fd EUR -D- EU BD LUX 09/10 EUR 0.94 12.9 5.1 1.7
Corp. Bond Fd SEK -C- NO BD LUX 09/10 SEK 12.20 13.5 1.1 0.4
Corp. Bond Fd SEK -D- NO BD LUX 09/10 SEK 9.22 13.6 1.1 0.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/10 EUR 103.15 –0.7 3.8 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/10 EUR 107.54 3.8 8.4 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 09/10 SEK 1102.36 3.8 8.4 NS
Flexible Bond Fd -C- NO BD LUX 09/10 SEK 21.34 2.3 5.5 4.4
Flexible Bond Fd -D- NO BD LUX 09/10 SEK 11.67 2.3 5.5 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/10 USD 2.38 54.7 4.8 –7.4
Eastern Europe Fd OT OT LUX 09/10 EUR 2.36 38.1 –16.7 –19.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/10 SEK 26.53 58.0 15.5 –14.1
Eastern Europe SmCap Fd OT OT LUX 09/10 EUR 2.27 73.6 –13.4 –23.9
Europe Chance/Risk Fd EU EQ LUX 09/10 EUR 975.53 27.9 –19.9 –24.9
Listed Private Equity -C- OT OT LUX 09/10 EUR 120.83 46.7 NS NS
Listed Private Equity -IC- OT OT LUX 09/10 EUR 70.30 70.2 NS NS
Listed Private Equity -ID- OT OT LUX 09/10 EUR 68.23 65.4 NS NS
Nordic Small Cap -C- OT OT LUX 09/10 EUR 120.62 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/10 EUR 120.88 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/10 SEK 78.23 –2.3 –18.9 –13.6
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/10 EUR 99.97 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/10 SEK 100.04 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/10 USD 101.11 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/10 SEK 71.47 –2.3 –19.0 –14.9
Asset Sele Opp C H NOK OT OT LUX 09/10 NOK 102.70 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/10 SEK 101.68 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/10 EUR 102.47 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/10 GBP 102.40 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/10 SEK 102.44 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/10 EUR 101.76 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/10 GBP 101.93 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/10 GBP 101.75 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 09/09 EUR 29.32 3.4 –3.3 2.5
Bonds Eur Corp A OT OT LUX 09/08 EUR 22.76 9.7 5.0 1.2
Bonds Eur Hi Yld A OT OT LUX 09/08 EUR 19.18 44.3 –0.7 –5.1
Bonds EURO A OT OT LUX 09/09 EUR 40.69 3.1 8.1 4.9
Bonds Europe A OT OT LUX 09/09 EUR 38.98 2.9 7.3 4.3
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 09/08 USD 36.03 14.3 12.5 8.6
Bonds World A OT OT LUX 09/09 USD 42.39 6.4 12.6 9.7
Eq. China A OT OT LUX 09/09 USD 21.96 46.9 14.9 –14.4
Eq. ConcentratedEuropeA OT OT LUX 09/09 EUR 25.89 25.7 –14.8 –20.6
Eq. Eastern Europe A OT OT LUX 09/09 EUR 19.66 48.7 –29.2 –30.2
Eq. Equities Global Energy OT OT LUX 09/09 USD 16.88 18.4 –15.4 –12.6
Eq. Euroland A OT OT LUX 09/09 EUR 10.21 11.4 –19.3 –23.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/08 EUR 16.68 21.5 –15.2 –18.0
Eq. EurolandFinancialA OT OT LUX 09/09 EUR 11.65 38.3 –17.2 –22.3
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 09/09 USD 26.01 23.6 –9.6 –17.6
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 09/09 USD 28.54 36.5 58.3 5.5
Eq. Japan Sm Cap A OT OT LUX 09/09 JPY 1150.48 27.0 0.9 –19.1
Eq. Japan Target A OT OT LUX 09/10 JPY 1815.54 16.0 0.8 –9.3
Eq. Pacific A OT OT LUX 09/09 USD 9.42 47.5 2.1 –12.5
Eq. US ConcenCore A OT OT LUX 09/09 USD 20.55 26.5 –4.8 –10.4
Eq. US Lg Cap Gr A OT OT LUX 09/09 USD 14.10 30.8 –13.8 –14.1
Eq. US Mid Cap A OT OT LUX 09/09 USD 26.97 34.6 –7.1 –14.3
Eq. US Multi Strg A OT OT LUX 09/09 USD 20.00 25.2 –15.9 –16.6
Eq. US Rel Val A OT OT LUX 09/09 USD 19.51 25.6 –17.9 –20.0
Eq. US Sm Cap Val A OT OT LUX 09/09 USD 15.37 18.7 –29.5 –25.3
Eq. US Value Opp A OT OT LUX 09/09 USD 15.28 17.9 –24.6 –25.2
Money Market EURO A OT OT LUX 09/09 EUR 27.37 0.9 2.2 3.3
Money Market USD A OT OT LUX 09/09 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 09/10 JPY 9436.00 9.7 –18.6 –28.1
YMR-N Japan Fund OT OT IRL 09/10 JPY 10404.00 10.2 –20.9 –26.4
YMR-N Small Cap Fund OT OT IRL 09/10 JPY 7610.00 18.6 –5.0 –25.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/10 JPY 6521.00 10.5 –22.5 –27.3
Yuki 77 Growth JP EQ IRL 09/10 JPY 6103.00 3.2 –29.3 –32.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/10 JPY 6843.00 9.7 –21.8 –27.8
Yuki Chugoku JpnLowP JP EQ IRL 09/10 JPY 8651.00 5.6 –15.0 –20.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/10 JPY 7079.00 4.6 –25.6 –29.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/10 JPY 4753.00 4.5 –26.8 –29.0
Yuki Hokuyo Jpn Inc JP EQ IRL 09/10 JPY 5496.00 4.1 –23.8 –22.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/10 JPY 5578.00 18.6 –5.4 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/10 JPY 4550.00 7.1 –29.5 –31.6
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/10 JPY 4885.00 8.7 –28.3 –31.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/10 JPY 6894.00 13.0 –23.6 –27.9
Yuki Mizuho Jpn Gen OT OT IRL 09/10 JPY 8835.00 10.1 –20.8 –28.4
Yuki Mizuho Jpn Gro OT OT IRL 09/10 JPY 6669.00 6.7 –18.5 –29.1
Yuki Mizuho Jpn Inc OT OT IRL 09/10 JPY 7955.00 0.0 –26.1 –26.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/10 JPY 5292.00 6.2 –24.0 –27.7
Yuki Mizuho Jpn LowP OT OT IRL 09/10 JPY 12885.00 13.7 –8.1 –16.6
Yuki Mizuho Jpn PGth OT OT IRL 09/10 JPY 8424.00 10.3 –22.8 –29.9
Yuki Mizuho Jpn SmCp OT OT IRL 09/10 JPY 7756.00 26.5 –3.0 –24.3
Yuki Mizuho Jpn Val Sel OT OT IRL 09/10 JPY 5937.00 14.3 –15.8 –23.7
Yuki Mizuho Jpn YoungCo OT OT IRL 09/10 JPY 3203.00 34.2 –5.6 –29.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/10 JPY 5052.00 12.2 –26.6 –30.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/10 JPY 5571.00 9.3 –22.3 –29.1

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 1.2 –18.1 –10.4
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 08/21 USD 186.26 10.4 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 08/21 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 09/08 USD 46.70 –44.0 –7.7 12.2
Superfund GCT USD* OT OT LUX 09/08 USD 2374.00 –35.8 –11.6 6.3
Superfund Gold A (SPC) OT OT CYM 09/08 USD 952.91 –22.3 3.6 18.1
Superfund Gold B (SPC) OT OT CYM 09/08 USD 959.57 –33.0 0.8 17.2
Superfund Q-AG* OT OT AUT 09/08 EUR 6787.00 –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
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
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P&G plans price cuts, expansion
New CEO lays out
strategy to bolster
sagging market share

Green dream
Western companies see a big
market for clean technology
in China > Page 9

By Ellen Byron

Procter & Gamble Co. Chief Ex-
ecutive Robert McDonald on Thurs-
day detailed measures to address
lackluster profits and sagging mar-
ket share, including price cuts,
overseas expansion and plans to re-
position the company’s Cheer
brand as a low-price detergent.

Mr. McDonald, who assumed
the post in July, offered his most de-
tailed game plan yet on how to reig-
nite flagging sales as cash-
strapped shoppers forgo the com-
pany’s premium products for less-
expensive options. At a conference,
he assured investors that P&G was
“in touch with reality” and “main-
taining a sense of urgency.”

The Cincinnati consumer-goods
company issued a forecast for fis-
cal second-quarter organic sales,
which exclude foreign exchange, ac-
quisitions and divestitures. It pre-
dicted a gain of 1% to 4% for the pe-
riod, ending in December, com-
pared with a year earlier. P&G con-
firmed its previously issued guid-
ance that the current quarter’s or-
ganic sales will be flat to down 3%.

“We acted with urgency to pro-
tect the structural economics of our

business last year, and we are acting
with urgency this year to deliver
profitable market-share growth,”
Mr. McDonald said in a pre-
pared statement.

Mr. McDonald’s strat-
egy includes cutting
prices, a move P&G previ-
ously resisted because of
high commodity costs and
a fear of hurting its
brands’ image of superior-
ity. But throughout the re-
cession, less-expensive
versions of household sta-
ples have dented the domi-
nant market share that
P&G’s products have long
held. To narrow the price differ-
ences with competitors, the com-
pany said P&G would cut prices or
increase promotional spending on
about 10% of its business.

Tide and Cheer laundry deter-
gents are among the brands tar-
geted for price reductions. Tide,

which can cost more than
twice as much as private-
label versions, will have
“targeted interventions”
on its larger sizes, the com-
pany said. P&G also is test-
ing Tide Basic, a version
that costs about 20% less
than regular Tide. Mean-
while, P&G plans to reposi-
tion Cheer as a value
brand, cutting its price by
about 13%.

P&G also plans to accel-
erate its global expansion.

With about four billion of the
world’s consumers currently using
P&G products, Mr. McDonald wants
to reach an additional billion peo-
ple by 2015. He estimates that while

American shoppers on average
each spend about $110 a year on
P&G’s products, world-wide con-
sumers spend just $12. By 2015,
P&G wants to raise the global aver-
age to $14 per person per year. “We
know how to do that,” Mr. Mc-
Donald said.

Some analysts remain skeptical
of P&G’s plans. “The company is
broadly losing share across its port-
folio in the core U.S. market, and
emerging-market sales have lagged
peers,” Goldman Sachs analyst An-
drew Sawyer wrote in a research
note. “Although the company is
clearly devoting more resources to
brand support, many of its key com-
petitors are doing the same on a pro-
portionate basis.”

In afternoon trading on the New
York Stock Exchange, P&G’s shares
were up 4.3% at $56.07.

CORPORATE NEWS

Robert
McDonald

PARIS—France Télécom SA said
Thursday it will temporarily sus-
pend job shuffling linked to its re-
structuring, reacting to a wave of
suicides at the French telecommuni-
cations giant.

France Télécom said it will sus-
pend the job changes until Oct. 31 in
order to re-evaluate the conditions
under which they are taking place.

The company also said it would
increase medical and social assis-
tance for workers and will hire
about 100 new local human-re-
sources employees.

France Télécom workers held
protests Thursday following a series
of suicides that union leaders blame
on the company’s failure to help em-
ployees deal with the stress linked
to the continuing restructuring.

France Télécom
halts job changes
amid suicides

By Joan E. Solsman

Wal-Mart Stores Inc. named Scott
Price to lead its Asian operations.

He joins the retail giant from
Deutsche Post AG’s DHL Express,
where he headed European opera-
tions and previously led the Asian-Pa-
cific operation. Mr. Price also spent a
decade at Coca-Cola Co. as a man-
ager for various Asian operations.

The world’s largest retailer has
faced some labor complications in
China this year, where it wanted to
cut jobs at the middle-manager
level, prompting criticism from the
national labor union. It has about
630 stores in China, India and Japan.

Wal-Mart has had a number of
management changes since Chief Ex-
ecutive Lee Scott’s retirement ear-
lier this year. Former international
chief Mike Duke succeeded
Mr. Scott, and the former head of
Sam’s Club, Doug McMillon, filled
Mr. Duke’s old job.

Wal-Mart taps
DHL executive
as chief in Asia
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In a cheap-gas world, a profitable patch
Companies that bet
on storage facilities
are raking in cash

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 Ann Davis

Rock-bottom natural-gas prices
aren’t getting everyone down in the
energy patch. Some are riding the
downturn all the way to the bank.

Commodity traders and utilities
have been stashing cheap gas in un-
derground storage caverns during
the past year. They have been locking
in sales of the gas for future delivery
at much higher prices on the futures
markets or keeping costs low for fu-
ture electric-power production.

That is sparking a boom for com-
panies that operate certain types of
storage facilities, such as one con-
trolled by Houston energy hedge-
fund manager John Arnold.

And companies that turn natural
gas into the raw material to make
plastics, such as Enterprise Prod-
ucts Partners LP in Houston, are en-
joying a boost, as crude-oil-based in-
gredients become pricey compared
with gas.

The opportunities in a cheap-gas
world underscore how operators in
the energy business have learned to
adapt to market conditions. Some
companies are prospering even as
natural-gas producers come to the
conclusion their fuel may be far
cheaper for the foreseeable future.

Thanks to huge natural-gas
finds over the past year and weak
demand in the recession, natural-
gas prices have fallen to seven-year
lows. Natural gas for October deliv-
ery on the New York Mercantile Ex-
change settled at $2.829 per mil-
lion British thermal units Wednes-
day, up 2.2 cents, or 0.8%, and off
79% from its high last summer.
Thursday, it spiked 15% higher to
close at $3.256. Most energy ob-
servers are predicting gas-storage
caverns around the U.S. will be full
by November.

Crude-oil prices, meanwhile,
aren’t down nearly as much, leading

to an unusual gap between oil and
gas compared with past years.
Nymex crude settled Wednesday at
$71.31 a barrel, down 51% from the
closing record in July 2008. Thurs-
day, it closed at $71.94.

Crude oil historically has cost
anywhere from six to 12 times more
per barrel than natural gas costs per
million British thermal units, a mea-
surement of energy. As of last Fri-
day, Nymex crude closed at a price
37 times higher than a key gas spot-
market contract, said Rusty Braziel,
managing director of Bentek En-
ergy, a natural-gas research firm.

“Nobody, but nobody, thought it

was going to get this extreme,” Mr.
Braziel said.

Some natural-gas storage opera-
tors are minting money from the
glut of fuel. The storage “mer-
chants,” whose rates aren’t feder-
ally set, have been able to charge
market rates for services since fed-
eral regulators relaxed control over
gas-storage pricing in the 1990s.

In 2006, Mr. Arnold of Centaurus
Advisors LLC, whose hedge fund is
one of the most active natural-gas
traders in the business, created a com-
pany that bet on a growing need for
gas storage. The company, NGS En-
ergy LP, of Westport, Conn., built a se-
ries of storage caverns inside under-
ground salt domes, and next to natu-
ral-gas pipelines and the power grid.

Its first facility opened for busi-
ness in October 2008. Public data on
the NGS Web site shows that its cus-
tomers include electric utilities, gas-
trading companies, gas producers
and Wall Street banks. (Centaurus it-
self isn’t a named customer; NGS de-
clined to comment on Centaurus’s
gas-trading activities.)

Today, the price of gas for deliv-
ery in October is nearly $3 less than
the price for delivery in October
2010, an unusually wide spread. As
those spreads become wider, gas
traders can make more profits, and
NGS can charge more for its storage,
said Laura Luce, NGS’s president.

That is because some of NGS’s cus-
tomers are reaping big profits by trad-
ing on their cheap gas. By storing gas
they bought at low prices, they can

sell it at a higher price on the futures
market, or simply lock in low costs
for power they will generate with the
gas in the future. NGS is privately
held and doesn’t report results.

Enterprise Products Partners, an
energy infrastructure firm, is profit-
ing from a big rise in demand from
petrochemical producers who want
cheaper natural-gas feedstocks
such as ethane to make plastics. En-
terprise holds a large market share
in the business of separating natural-
gas liquids from pure natural gas
through an industrial process called
fractionation.

Executives said Enterprise’s nat-
ural-gas liquids-processing facili-
ties are operating at near maximum
capacity, both because ethane and
related plastics feedstocks are
cheaper than competing crude-oil-
based products and because natural-
gas production has risen so fast—
and could stay high—thanks to im-
proved drilling techniques.

“A low gas-price environment is
good for us, particularly low gas rela-
tive to crude oil,” Enterprise Chief
Executive Michael Creel said. Jim
Teague, chief commercial officer,
said the economically hard-hit pet-
rochemical sector is using record
amounts of natural-gas liquids,
even though its facilities have cut
production overall in the recession.

“What we produce will be the pre-
ferred feedstock for the petrochemi-
cal industry for the foreseeable fu-
ture,” Mr. Teague said.

By Amy Or

HONG KONG—Metallurgical
Corp. of China Ltd. said it raised
18.97 billion yuan (US$2.78 bil-
lion) in its A-share initial public of-
fering after pricing it at the top
end of the indicative price range.

Metallurgical Corp., the coun-
try’s biggest metallurgical engi-
neering company, priced the sale
of 3.5 billion Class A shares at 5.42
yuan each after receiving 1.61 tril-
lion yuan worth of orders. The
company had set a price range of
5.00 yuan to 5.42 yuan for the
share sale, which accounts for
18.3% of its enlarged share capital.

Metallurgical’s retail tranche
was 91.36 times subscribed, and
its institutional tranche was 74.6
times covered. The demand trig-
gered a provision increasing the
portion of shares allocated to re-

tail investors to 64.75% of the offer-
ing from an original 60%.

Metallurgical said the A-share
IPO price is 22.36 times of its esti-
mated 2009 earnings per share.

The company will list on the
Shanghai exchange on Sept. 21,
said a person familiar with the situ-
ation.

Metallurgical is also seeking to
raise as much as US$2.51 billion in
a Hong Kong IPO by selling shares
in a range of 6.16 Hong Kong dol-
lars to 6.81 Hong Kong dollars (79
U.S. cents to 88 U.S. cents), an-
other person familiar with the situ-
ation said earlier.

The company has said it plans
to use the proceeds from its dual
IPOs to fund mining projects in Af-
ghanistan and Papua New Guinea,
and to buy equipment for construc-
tion projects.

—Wynne Wang contributed
to this article.

ETFs gain, but regulation on horizon
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Enterprise Products Partners’ gas-liquids-separating complex in Mont Belvieu,
Texas, is enjoying a robust business.

By Daisy Maxey

Investors have poured a net
$54.3 billion into exchange-traded
products in the first eight months
of this year, up 8.2% from the same
period last year, mostly into funds
focused on fixed income, commodi-
ties and emerging markets, accord-
ing to Barclays Global Investors.

Investors’ buying habits may
change, however, as regulators

work to curb specu-
lation on commodi-
ties.

Assets in ex-
change-traded

products rose to a record of $678
billion, up 4% from the high of $653
billion reached in July, according
to Barclays. This year through Au-
gust, exchange-traded assets have
risen 25%, more than the 14% rise
in the MSCI U.S. Index, Barclays
said. Last year through August, net
inflows were $50.2 billion.

The products include exchange-

traded funds, which trade daily on
exchanges like stocks, and other
products that trade and settle in a
way similar to ETFs but don’t use a
mutual-fund structure. Other struc-
tures include grantor trusts, part-
nerships and commodity pools.

The industry had 846 exchange-
traded products from 36 providers
at the end of August.

“Clients view ETFs as useful
tools to help them implement many
types of exposures,” said Deborah
Fuhr, global head of ETF research
and implementation strategy at
Barclays. The volatility and the un-
derperformance of some active
managers over the past year have
made the transparency that ETFs
offer more attractive, she said.

Paul Justice, an ETF specialist
with investment-research firm
Morningstar, said he expects that
the numbers will look somewhat
different by the end of the year. Reg-
ulators began efforts to curb specu-
lation in the commodity sector

only toward the end of July, he
said.

“The year-to-date numbers
could be a little misleading,” he
said. With the U.S.’s Commodity Fu-
tures Trading Commission crack-
ing down on commodity ETF posi-
tion limits, “we could see quite a
slowdown, and probably some with-
drawals from those funds over the
rest of the year and going forward.
The limit on commodity positions
will affect these funds eventually.”

Fixed-income exchange-traded
products have been the most popu-
lar, with $29.5 billion in net new as-
sets through August, according to
Barclays. Corporate-bond ETPs
gained $8.7 billion, followed by in-
flation-linked ETPs with $6.7 bil-
lion and ETPs that track aggregate
bond benchmarks, with $4.3 bil-
lion.

Commodity-focused ETPs were
the second-most popular category;
a net $23.8 billion flowed into the
products through August.
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Chinese engineering company
prices its IPO at top of range
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Jet Airways cancels flights as pilots protest

Indian telecommunications pro-
vider Bharti Airtel Ltd. has raised its
offer for South Africa’s MTN Group
Ltd. by about 7%, say people familiar
with the matter, increasing the likeli-
hood that the two companies will
reach a deal to create a global behe-
moth in mobile phone services.

Bharti, India’s largest cellphone
company by subscribers, has of-
fered to add about $900 million,
bringing its total bid to $14 billion in
cash and stock for a 49% stake in
MTN, according to several people fa-
miliar with the situation.

Under the initial proposal the
companies unveiled in May, MTN
and its shareholders in turn would
offer about $10.5 billion in cash and
shares for a 36% interest in Bharti.

The transaction would be India’s
largest cross-border deal, surpass-
ing Tata Steel’s $12 billion acquisi-
tion of Anglo-Dutch steelmaker
Corus in 2007. A combined Bharti-
MTN would have over 200 million
users and $20 billion in revenue, cre-
ating one of the largest telecom com-
panies in the world.

Bharti’s push to expand over-
seas shows how Indian firms, from
tractor makers to cellphone ser-
vice providers, are looking for op-
portunities to grow outside their
home market. Compared to the
U.S. and Europe, the Indian tele-
com sector is booming, but carri-
ers are beginning to spot signs of a
slowdown and are scouring for
new market opportunities to sus-
tain their growth.

“There is definitely room for
growth in India, but the quality of
the growth is much lower than it

used to be” said Kunal Bajaj, manag-
ing director of BDA, a technology
and telecom consulting firm.

Bharti and MTN have twice ex-
tended their talks and are now nego-
tiating ahead of a Sept. 30 deadline.
A deal would need approval from
boards, shareholders and regula-
tors before being finalized.

India has 442 million mobile
phone users and the market contin-
ues to expand quickly, with carri-
ers adding several million new cus-
tomers every month. But there are
signs of a deceleration in revenue
growth in India as carriers begin to
target lower-paying customers
from the countryside.

While Indian cellphone users have
typically spent $6 to $8 per month,
some of the new customers that carri-
ers are now attracting are spending
as little as $3 per month, said Mr. Ba-
jaj, the telecom consultant.

Bharti, which has heavily empha-
sized rural sales, added a record

8.55 million subscribers in its most
recent quarter, bringing its total to
105.2 million. But its revenue
growth of 17% was down from 44%
the previous year. Average revenue
per user per month fell to $5.80
from $8.10 a year ago.

Harit Shah, a telecom analyst at
Angel Broking, said Bharti and other
Indian firms will have to contend with
other threats in India, such as a short-
age of high-quality radio spectrum
and a coming policy that will let users
switch carriers and keep their num-
ber, or number portability.

“There are too many headwinds
for Bharti in the Indian market right
now,” Mr. Shah said.

In a statement, Bharti said it
hopes a deal with MTN would allow
“further diversification of Bharti in-
come streams into the fast growing
and relatively under-penetrated Af-
rican and Middle Eastern markets.”
MTN operates in 21 countries in Af-
rica and the Middle East.

Key MTN shareholders such as
state-owned pension fund manager
Public Investment Corp. have been
eager for Bharti to sweeten its bid.
Initially, Bharti offered MTN share-
holders $13.1 billion—roughly $7.4
billion in cash and $5.7 billion in glo-
bal depositary receipts.

Some MTN shareholders have in-
dicated they want the cash compo-
nent of the $14 billion offer to be
boosted to $10 billion, and Bharti is
considering that, according to a per-
son familiar with the negotiations.

Singapore Telecommunications
Ltd., Bharti’s biggest shareholder
with a 30% stake, would see its stake
reduced substantially. But SingTel
is considering purchasing about $3
billion worth of global depositary re-
ceipts from MTN shareholders to
maintain its position, according to a
person familiar with the deal.
 —Nisha Gopalan,

Robb M. Stewart and P.R. Venkat
contributed to this article.

Bharti Airtel adds to bid for MTN
Indian telecom offers
$14 billion for stake
in South Africa firm

Cadbury’s pact with Hershey looms in battle

A combined Bharti-MTN would have over 200 million users and $20 billion in revenue. Above, a cellphone user in South Africa

By Ilan Brat

One important element of a com-
bination of Kraft Foods Inc. and Cad-
bury PLC could rest in the hands of a
competitor: Hershey Co.

Twenty-one years ago, Hershey
bought Cadbury’s U.S. chocolate
business, including factories and the
exclusive rights to make and sell
well-known brands such as Cadbury
and York Peppermint Patty. Hershey
paid $270 million, plus the assump-
tion of $30 million in debt, according
to documents filed with the U.S. Se-

curities and Exchange Commission.
The August 1988 agreement also

gave Hershey the right to sell Cad-
bury’s Creme Eggs, Caramello and
other chocolate products in the U.S.,
as well as Peter Paul Almond Joy, Pe-
ter Paul Mounds and York Pepper-
mint Patty bars world-wide for 25
years. The agreement was designed
to automatically renew every 10
years unless Hershey objected.

Such arrangements sometimes in-
clude a clause calling for them to be
dissolved upon a change of control of
one of the companies. A person famil-
iar with the agreement said the origi-
nal terms remain in play. That means
Hershey could maintain the exclu-

sive license to those Cadbury brands
even if Kraft buys the British confec-
tionery maker.

It is unclear how significant a part
of Hershey’s sales the Cadbury
brands represent; Hershey doesn’t
break it out, and a spokesman de-
clined to say. But the old arrangement
would deprive Kraft of an opportu-
nity to use those brands to boost its
chocolate sales in the U.S. and else-
where, industry analysts said.

More important, the agreement
couldbe anicebargainingchip forHer-
shey amid any Kraft-Cadbury talks.
Hershey could vie for a large cash set-
tlement as payment for rescinding the
agreement. Italso could refuse torene-

gotiate the contract should Kraft and
Cadbury move to cancel it.

Still, the Cadbury-Hershey ar-
rangement isn’t expected to be a
large impediment for Kraft because
international expansion “is where
this deal has luster for Kraft,” said
Matt Arnold, a consumer analyst
with Edward Jones.

“It could make sense…for Kraft
to find a way to take back that distri-
bution in the U.S. and take care of it
themselves,” he said.

Kraft spokesman Michael Mitch-
ell said the Northfield, Ill., company
anticipates “no impact on the cur-
rent arrangement” between Cad-
bury and Hershey.

CORPORATE NEWS

By Costas Paris in Singapore
and Amol Sharma in New Delhi
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By Bill Lindsay

And Ross Kelly

Chevron Corp. moved closer to a
final decision on its proposed Gor-
gon liquefied natural gas project af-
ter signing three binding sales agree-
ments to supply nearly three million
metric tons a year of LNG from the
Australian field to Japanese and
South Korean energy companies.

Chevron said Japan’s Osaka Gas
Co. will buy 1.375 million metric
tons annually of LNG starting in the
second half of 2014 for 25 years,
with Tokyo Gas Co. agreeing to pur-
chase 1.1 million metric tons annu-
ally over the same period.

Subject to Australian foreign in-
vestment approval, Osaka Gas will
also acquire a 1.25% interest in Gor-
gon, and Tokyo Gas will purchase a
1% stake in the project from Chevron.

Chevron has also agreed to sup-
ply its 50%-owned energy company,
GS Caltex Corp. of South Korea,
with 0.5 million metric tons annu-
ally of LNG for up to 20 years from
Gorgon and other Chevron gas
projects. The remaining 50% of the
South Korean company is owned by
GS Holdings Corp.

The Gorgon field has potential
reserves of more than 40 trillion
cubic feet of gas and an estimated
economic life of at least 40 years.
With production due to start in
2014 after five years of construc-
tion, Gorgon is Australia’s largest
single resource project and the
sales agreements build on earlier
deals with energy-hungry Asian
importers.

The latest move comes as the
head of ConocoPhillips’ Australian
unit said Australia could become
the world’s biggest exporter of LNG
by 2020.

ConocoPhillips Australia Presi-
dent Joseph Marushack said that a fi-
nal investment decision is still ex-
pected to be made for its massive
Gladstone LNG joint venture in
Queensland state with Origin En-
ergy Ltd. by the end of 2010, with the
first gas slated to be shipped in 2014.

“Australia is ideally positioned
to become a really dominant sup-
plier,” Mr. Marushack told an oil-
and-gas conference in Darwin. “To-
day it’s the world’s sixth-largest sup-
plier. In 10 years it could rank sec-
ond—maybe first.”

Qatar ranked first among LNG ex-
porters in 2008, shipping 39.68 bil-
lion cubic meters, according to BP
PLC’s Statistical Review of World En-
ergy. Malaysia, Nigeria, Indonesia
and Algeria also exported more than
Australia’s 20.24 billion cubic
meters of LNG last year.

ConocoPhillips’ forecast isn’t sur-
prising; there are more than a dozen
LNG projects slated for startup in
Australia and Papua New Guinea by
2016. There has been some debate
among market watchers whether
Australia will be able to leapfrog Qa-
tar, which is also adding more LNG
production capacity.

Another Gorgon partner, Exxon-
Mobil Corp., last month struck
two deals over Gorgon LNG, includ-
ing a 20-year deal with Petro-
China Co., the listed unit of China
National Petroleum Corp., to buy
2.25 million metric tons of LNG a
year, and a 20-year agreement
with Petronet LNG Ltd., India’s
largest LNG importer, for 1.5 mil-
lion tons.
 —David Winning

contributed to this article.

Chevron gives
Gorgon direction
with LNG deals

By Santanu Choudhury

And Anirban Chowdhury

NEWDELHI—JetAirways(India)
Ltd. canceled more than 260 flights
Thursday, including 44 to overseas
destinations such as New York, Lon-
don and Brussels, as a standoff be-
tweenpilotsandtheairline’smanage-
ment entered its third day.

The standoff began with pilots

taking sick leave to protest the fir-
ing of two colleagues in July. Two
more pilots were sacked by the air-
line Wednesday. The total number
of protesting pilots reached 432
Wednesday, out of 760 at the airline.

The protesting pilots are part
of the recently formed National
Aviators’ Guild, which claims to
represent more than 650 pilots.
They have rejected management

calls to disband the union.
Girish Kaushik, the guild’s presi-

dent, said all protesting pilots will
return to work only after the four
sacked pilots are reinstated. He said
the pilots and the airline manage-
ment are scheduled to jointly meet
the central labor commissioner Fri-
day to discuss the situation.

Executives at Jet didn’t respond to
calls seeking comment.
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By Atsuko Fukase

And Kazuhiro Shimamura

TOKYO—Sumitomo Mitsui Fi-
nancial Group Inc. and Daiwa Secu-
rities Group Inc. pulled the plug on
their wholesale-brokerage partner-
ship on Thursday, leaving the two
to go it alone in an increasingly
competitive environment.

U n d e r t h e
terms of the disso-
lution, Daiwa will
buy the 40% stake
in Daiwa Securities

SMBC Co. held by SMFG’s banking
unit, making the venture a
100%-owned subsidiary.

The transaction, which should be
completed by the end of December, is
valued at 200 billion yen, or about
$2.17 billion. Daiwa will obtain a
100-billion-yen loan from SMFG’s
banking unit, Sumitomo Mitsui Bank-
ing Corp., to fund the purchase.
Daiwa is Japan’s second-largest bro-
kerage house after Nomura Holdings
Inc. by revenue, while SMFG is Ja-
pan’s third-largest bank by assets.

Masayuki Oku, president of Sum-
itomo Mitsui Banking Corp. and
chairman of SMFG, said SMFG and
Daiwa differed on their views on
the business model of a brokerage.

“We feel that [the wholesale
joint venture] would be in a better
position if it were led by a bank,
which has a wide customer base,
and access to liquidity and various
financial products,” Mr. Oku said at
a news conference.

Daiwa’s president, Shigeharu Su-
zuki, said at a separate news confer-
ence that brokerage houses and
banks should be managed sepa-
rately, if a sound financial market is
to be developed in Japan.

The 10-year-old partnership
ended because Daiwa opposed SM-
FG’s desire to raise its stake in the
venture to more than 50%. The two
had been discussing since July how
to merge Daiwa Securities SMBC
with parts of Nikko Citigroup, which
SMFG is buying from Citigroup Inc.

Daiwa may be particularly pres-
sured as an independent brokerage,
analysts say. The brokerage en-
joyed referrals from SMFG for its
underwriting and mergers-and-ac-
quisitions advisory businesses, re-
ferrals that are likely to dry up as
the two go their separate ways.

SMFG also is set to boost its own
small brokerage business once deals

are completed to buy the Nikko Citi-
group underwriting division as well
as broker Nikko Cordial.

Daiwa’s challenge is to move
quickly as competition ramps up in
its industry, analysts said. Nomura is
expanding its business, and late last
year bought the Asian and European
assets of bankrupt Lehman Brothers.

Meanwhile, the deregulation of
the country’s banking and securities
industries has prompted Japan’s ma-
jor banks, like SMFG, to strengthen
their brokerage operations.

The dissolution of the partner-
ship also could present a challenge
for SMFG. SMFG bought only the
stock- and bond-underwriting divi-
sion from Nikko Citigroup, so the
bank will likely have to accelerate
building out its M&A advisory busi-
ness and the trading of stocks and
bonds with overseas institutional
investors.

SMFG, Daiwa part ways
A $2.17 billion deal
will end stake clash
over brokerage union

New Fed view? Build inflation leeway
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By V. Phani Kumar

And Rosalind Mathieson

Asian markets ended mostly
higher Thursday, with Japan’s
benchmark index gaining as bar-
gain-hunters snapped up banks and

technology stocks
after recent de-
clines.

The Nikkei
Stock Average of

225 companies rose 2% to 10513.67.
Leading the rebound was Mitsub-
ishi UFJ Financial Group, up 4.4%;
Sumitomo Mitsui Financial Group,
up 3.6%; and Mizuho Financial
Group, up 2%. Banks had fallen re-
cently on concerns they may have
to raise capital after the Group of
20 agreed to tighten capital require-
ments last week.

Chinese shares again defied the
broad trend in Asia to end a seven-
session winning run as metals pro-
ducers and auto makers retraced
some of their hefty gains of late.
But analysts remained confident
that economic data for August due
Friday could spur further advances.

The Shanghai Composite Index
ended down 0.7% at 2924.88, with
recent gainers leading the decline.
Zhongjin Gold fell 3.4%, Jiangxi
Copper shed 1.6% and Baoshan

Iron & Steel gave up 1.5%.
In Seoul, the Korea Composite

Stock Price Index, or Kospi, ended
at a fresh year’s high Thursday on
buying by foreigners on options
and futures expiry day. The Kospi
rose 2.3% to 1644.68, which was
also the highest closing level since
July 1, 2008.

In Taipei, the Taiex gained 1.1%
to 7332.08. Financial stocks got a
boost from news that Taiwan and
China had resolved most of the is-
sues surrounding financial-sector
cooperation. Fubon Financial Hold-
ing climbed 5.4% and Cathay Finan-
cial Holding added 3.5%.

In Hong Kong, the Hang Seng
Index added 1.1% to 21069.56.
Wharf ended up 4.1% and Hender-
son Land closed 2.2% higher on a
combination of continued low in-
terest rates, liquidity inflows
from China and the city’s eco-
nomic recovery.

Merger-and-acquisition deals
boosted banks. Bank of China rose
2.2% after U.K. insurer Standard
Life said Chinese regulators were
close to approving a deal under
which Bank of China would take a
majority stake in Heng An Stan-
dard Life, a 50-50 joint venture be-
tween the insurer and Teda Inter-
national.

SMFG’s Masayuki Oku, left, and Shigeharu Suzuki of Daiwa Securities Group,
offered differing views on how a brokerage should be run.
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By Mark Whitehouse

WASHINGTON—One of central
bankers’ most important jobs—if
not their most important— is to
keep inflation under control. Typi-
cally, that means they aim for an in-
flation rate close to 2% a year. But
one central-bank economist is sug-
gesting that under certain circum-
stances, they might want to set their
sights higher.

In a paper presented Thursday at
the Brookings Institution think
tank, John Williams, a top staff econ-
omist at the Federal Reserve Bank of
San Francisco, extracts some les-
sons from the way the global crisis
has forced central bankers to bring
interest rates down near zero.

He estimates that if it could, the
Fed would want to cut rates an addi-
tional two to four percentage points
to end the recession. He asks
whether central bankers might in
normal times want to allow a bit
more inflation, and hence higher in-
terest rates, to give themselves
more room to lower rates if they get
into this predicament again.

Mr. Williams concludes that an
inflation target of 2% is fine as long
as one of two conditions holds: The
economy of the future must be no
more volatile than that of the past
40 years, and the inflation-adjusted
interest rate needed to keep the
economy running at full capacity
must be lower than 2%. Or, a combi-
nation of fiscal stimulus and uncon-

ventional monetary policy, such as
the billions of dollars the Fed is
pumping into bond markets, must
be implemented when needed.

But in a significant departure
from central-bank orthodoxy, Mr. Wil-
liams writes that if those conditions
don’t hold, policy makers might want
to consider an inflation target as high
as 4%, well above what any of the cur-
rent Fed governors have suggested
they would consider prudent.

His paper echoes the views of San
Francisco Fed President Janet Yellen.
It is likely to raise some eyebrows,
particularly when the Fed’s efforts to
pump cash into the economy—in part
by buying up government debt— are
leading some investors to question
its commitment to low inflation.
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West eyes the potential for clean technology in China

Sarkozy pushes ahead with carbon tax
In 2007, surveys showed the French supported taxing emissions. A recession later, they aren’t so keen.

By James T. Areddy

SHANGHAI—A group of Western
companies says it can see a $500 bil-
lion to $1 trillion market annually
for clean technology in China, ac-
cording to a report published Thurs-
day meant to highlight how a big
new industry might develop in the
world’s most populous nation.

The China Greentech Report
2009 outlines more than 300 clean
energy, construction, transport,
water and other businesses that
might realistically open in China.
The report was assembled by a
group called China Greentech Ini-
tiative, made up of more than 80
predominantly large Western com-
panies and organizations with in-
terests in the environmental sec-
tor. The headline figure of up to $1
trillion annually reflects revenue
the group says ultimately could be
generated from widespread adop-
tion of cleaner solutions, a best-
case scenario given expectations
about China’s growth trajectory.

The figures are neither a projec-
tion, nor is the report the first at-
tempt to draw attention to the seem-
ingly vast market potential in China.
“The story that has emerged is
largely an optimistic one, tempered
by the complexity of China’s mar-
kets and the challenges that must be
overcome,” says the report.

The report’s outline of China’s po-
tential market size for companies
from China, the U.S. and other coun-
tries is designed to convince govern-
ment and corporate policy makers

that spending money to tackle the
world’s environmental challenges
will have a financial payoff.

China, the world’s fastest-grow-

ing resources consumer, and the
U.S., the biggest, together gener-
ate 40% of global emissions and
use a third of the energy. Support

by leaders of these countries for
corporate clean-technology ef-
forts, at forums such as a major cli-
mate conference planned for De-

cember in Copenhagen, is there-
fore considered crucial.

Today, without government sup-
port, many wind, water, solar and
other clean technologies don’t yet
make financial sense.

When projects do get govern-
ment backing, they can be on a
grand scale.

This week, China’s government
gave preliminary approval for an Ari-
zona-based company, First Solar
Inc., to develop a colossal system of
panels over the coming decade to
produce 2 gigawatts, or 2 billion
watts, of electricity in the desert of
Inner Mongolia. Yet questions re-
main as to just how big the project
is, such as how many billion dollars
it may cost, how funding will be ar-
ranged and how its power output
will be priced.

Earlier this week at a Greentech
Initiative conference in Shanghai,
Fu Zhihuan, a senior Chinese legisla-
tor, summed up the bilateral relation-
ship by noting the U.S. has “technol-
ogy, capital and expertise.” Mr. Fu
added, “China has huge markets.”

How likely businesses will be to
realize the growing ambition re-
mains unclear.

China and the U.S. have already
signed at least 17 bilateral agree-
ments on the environment in the
past 12 years. Still, corporate execu-
tives at this week’s Shanghai confer-
ence blamed both nations for hold-
ing back progress through trade bar-
riers, trade secrets, trade-finance
difficulties and other issues.

By David Gauthier-Villars

PARIS—France is likely to begin
taxing carbon-dioxide emissions by
both households and companies
starting next year in the hope that
consumers and producers gradually
shift to more environmentally
friendly goods.

From Jan. 1, a special tax of Œ17
($24.74) will be levied on each met-
ric ton of CO2 emitted by fossil fuels
such as heating oil, gasoline, coal
and natural gas, French President
Nicolas Sarkozy said in a speech
Thursday. “We cannot keep on tax-
ing labor, taxing capital and ignore
taxes on pollution,” he said.

Parliament has yet to approve
the measure, but it is likely to pass as
part of the wider annual budget
plan.

Like other European countries
and the U.S., France is seeking ways
to meet a series of environmental
commitments. The French govern-
ment has pledged by 2050 to cut its
CO2 emissions to one-quarter of
1990 by relying on nuclear power—
which generates few greenhouse
gases—better insulating buildings
and boosting the use of renewable
energies.

France wants to emulate Finland
and Sweden, which have succeeded
in curbing C02 emissions with the in-
troduction of greenhouse-gas taxes
in the early 1990s. Mr. Sarkozy is
also eager to show that France is
making progress on its environmen-
tal promises ahead of a United Na-
tions conference on climate change
in Copenhagen in December.

The carbon tax, however, has be-
come a hard sell. When Mr. Sarkozy
was elected president in 2007, sur-
veys showed that French people
backed the idea. More recent opin-
ion polls suggest enthusiasm has
faded as people grow wary that the
tax will dent their spending power

amid the economic crisis.
In his speech, Mr. Sarkozy said

the tax would help the French econ-
omy grow while being energy con-
scious. And he said the tax would be
offset by subsidies for some payers.
Taxes and subsidies would rise, but
Mr. Sarkozy offered few details on

the timeline or rate of change.
Yet, environmentalists were skep-

tical of the tax benefit. They said it
has been set at a low level and criti-
cized the subsidies planned for
households and business.

“With this tax, the incentive to
shift to energy-efficient goods will

be close to zero,” said Pascal Hust-
ing, head of the French branch of en-
vironmental movement Greenpeace.

Mr. Sarkozy’s plan falls short of
recommendations from a report he
had commissioned that called for set-
ting the tax at Œ32 per ton of CO2 in
2010 and increasing it by 5% every
year after in order to reach a level of
Œ100 in 2030. The Œ100 mark is nec-
essary to achieve the broader goal of
slashing CO2 emissions, the report
said.

The French president said he
opted for an across-the-board level
of Œ17 per ton because he was con-
cerned that households wouldn’t
agree to pay significantly higher
taxes on CO2 emissions than big in-
dustrial emitters—which are al-
ready subject to a European Union
mechanism aimed at reducing green-
house gases. European CO2 emission
certificates trade at about Œ15.

Green movements are also wor-
ried that money raised won’t be used
efficiently.

Mr. Sarkozy, who has pledged not
to increase taxes despite France’s
rapidly widening budget deficit, has
said all of the money raised through
the new tax would be returned to tax-
payers.

Households subject to income
tax will be awarded tax rebates as
early as February 2010; those that
are exempted from income tax will
receive a check from the fiscal admin-
istration. Companies won’t be
awarded rebates but a local corpo-
rate tax will be scrapped.

ECONOMY & POLITICS

* From agriculture or forestry Sources: China Greentech Initiative (chart), Associated Press (photo)
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Above: Workers walk on the roof, covered by solar panels, of the Theme Pavilion for the 2010 World Expo in Shanghai.

Carbon struggle
Starting Jan. 1, France will slap a 
special tax of Œ17 on each ton of 
carbon dioxide emitted by 
gasoline, heating oil and natural 
gas consumed by households 
and industries.

*The carbon tax would add roughly Œ80 to the 
annual gas bill of a household with a two- 
bedroom apartment.
Sources: French government, WSJ research

OIL

In practice, the tax will add:

French President Nicolas Sarkozy, 
here visiting a factory in central 
France on Thursday, said he would 
press ahead with a tax on carbon 
emissions but promised to return 
all the money raised to taxpayers.

4.5 European cents to the 
price of a liter of heating oil

4 European cents to the 
price of a liter of gasoline

0.4 European cent to the 
price of a kilowatt hour 
generated by gas*

A
ss

oc
ia

te
d 

Pr
es

s

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, SEPTEMBER 11 - 13, 2009 9

Fund-of-hedge-funds outfit
rethinks its fee structure

Sberbank net drops 85%
as bad loans zap income

Deputy Chief Executive Anton Karamzin
said the banking sector is stabilizing.

Pensions get closer look
U.K. trustees review
whether companies
can afford the cost

By Andrew Langley

MOSCOW—Russia’s state-
owned OAO Sberbank said Thurs-
day its net profit plunged 85% in the
second quarter as it set aside more
money to cover bad loans, but indi-
cated that the doomsday scenario
some predicted for the industry this
autumn was now much less likely.

The results from Sberbank,
which is helping finance Magna In-
ternational Inc.’s acquisition of Gen-
eral Motors Co.’s Opel unit, beat ana-
lyst expectations.

“The probability of a big shock
for the economy or banking sector is
now significantly lower,” Deputy
Chief Executive Anton Karamzin
said. But he warned that bad-debt
provisions would continue to weigh
on profit in the third and fourth
quarters, and nonperforming loans
could reach 10% of the bank’s lend-
ing portfolio by year’s end.

Mr. Karamzin said Sberbank is be-
coming more certain that it will post
a profit for 2009, but earnings will
be lower than last year’s.

Finance Minister Alexei Kudrin
spooked markets in March when he
said Russian banks could be over-
whelmed by a wave of loan defaults
this fall as billions of dollars of debts
come due amid a struggling economy.

Officials, while still cautious, now
reckon Russia is in the early stages of
recovery from a recession that lopped
more than 10% off gross domestic
product in the first half of the year.
That’s helping the banking sector,
where recent government data show
lending activity is picking up among
private banks that were too scared to
issue new loans for most of this year.

“We believe Russian banks have
passed the trough of the crisis, with
lending growth finally restored and
earnings to follow in 2010 as provi-
sions pressures ease,” VTB Capital
said in a note Tuesday.

Net profit in the three months
ended June 30 fell to 5.43 billion ru-
bles ($174.9 million) from 35.9 bil-
lion rubles a year earlier.

The bank set aside 10 times more
than a year earlier to cover bad
loans, which swallowed a 53% an-
nual increase in lending income, to
129.03 billion rubles. It also re-
ported a reduction in the cost-to-in-
come ratio, to 34.9% from 48.4%.

Nonperforming loans reached
6.4% of Sberbank’s loan portfolio, up
from 1.8% six months earlier.

Sberbank’s fee and commission
income increased by 17% to 24.78 bil-
lion rubles and the bank booked a
4.06 billion ruble gain from securi-
ties trading as financial markets em-
barked on a spring rally.

Renaissance Capital analyst
David Nangle said the figures dem-
onstrate a solid operating perform-
ance, which will benefit the bank as
the bad-debt problems ease. “When
provisions fall off you’re left with a
very strong bottom line,” he said.

MONEY & INVESTING

By David Walker

Hermes BPK Partners LLP is
working on a new fee structure for
its funds that is pegged to longer-
term performance. The move by the
fund-of-hedge-funds boutique
within Hermes Fund Managers
could pressure other alternative
managers to match it.

The fund-of-hedge-funds pro-
vider, part of Hermes Group, plans
to give investors the option of hav-
ing their fees for each year’s per-
formance collected by Hermes in
equal installments over three years,
rather than paying it in one chunk a
year, as is typically the case for the
industry. Some investors in hedge
funds have criticized paying incen-
tive fees annually, saying it discour-
ages managers from investing for
the long term, which is what many
investors in hedge funds prefer.

Other hedge funds to have low-
ered fees in a quid pro quo for inves-
tors making various concessions—
often agreements to remain in-
vested for extended periods—in-
clude RAB Capital, Ramius and
Perry Capital. Some funds have also
lowered fees this year in a bid to at-
tract investors after the industry’s
record losses last year.

Hermes Fund Managers would
collect a fee for positive perform-
ance for the first year and then pay
one third of that to Hermes BPK in
year one. If the fund makes fresh
gains the next year, the second third
would be paid, and the same again in
the third year. If the fund has fallen
below its past peak in the second or
third years, investors redeeming
their money in those years will re-
ceive a proportional refund of what
remains of the first-year perform-
ance fee.

Hermes is one of the first
funds-of-hedge funds to state pub-
licly that it planned to alter the struc-
ture of fees on its ready-made prod-
ucts, and it is also one of the first to
effect the change without strings at-
tached.

Matteo Perruccio, chief executive
of Hermes BPK Partners, said collect-
ing incentive fees over longer peri-
ods discouraged managers from tak-
ing excessive risks in the short term.

In July, Swiss rival Gottex Fund
Management cut the fixed fee on its
listed Market Neutral Trust to 0.75%
from 1%. However, this was contin-
gent on investors passing a ballot al-
lowing the fund to continue.

 —For more, visit
efinancialnews.com
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By Mark Cobley

U.K. pensions appear to be get-
ting ready for a tough year ahead.

Companies are under greater
scrutiny as the people who oversee
their staff pension plans worry about
the companies’ ability to support the
plans following a year of economic
turmoil, according to a survey con-
ducted over the past few months.

Mercer, a consultancy that ad-
vises pension-trustee boards, can-
vassed 257 boards and found more
than half are reviewing at least once
a year whether their companies can
afford to pay the pensions in the fu-
ture. A year ago, only 40% found this
necessary.

Pensions deficits have widened
as investments have been hit by the
financial meltdown and regulations
have grown more stringent. More
boards are using professional help
to shore up the pension plans, and
the survey suggests they accept that
more work will be necessary.

“Pensions have become more of
a financial-management rather
than a human-resources issue for
companies: there are more finance
and treasury people involved from
the company side,” said Bruce
Rigby, chief retirement strategist at
Mercer. “On the trustees’ side, it

was much easier when the markets
were all going up, and they are now
finding it is a lot more work. They
are doing a good job, but they are do-
ing it part-time.”

House-building company Red-
row PLC was the latest U.K. com-
pany to report a cutback in pen-
sions. It placed a cap on the amount
of pay its workers can count toward
their eventual benefits, which also
put a ceiling on the company’s obli-
gation.

Mercer said pension programs’
declared recovery periods—the
length of time they estimate it will
take to pay down any deficit in the
fund—have lengthened in the past
year. The average pension plan ex-
pects this to take 7µ years, up from
6µ years in 2008, according to the
survey.

Trustees also are becoming more
flexible. Mercer reported an up-
swing in the use of guarantees, in the
form of financial IOUs called “contin-
gent assets,” in lieu of cash payments
from the company into the pension
fund. In 2007, 14% of pension plans
surveyed made use of these, and in
2008, 17% did. This year, 24% of the
pension plans have them.

“Many defined-benefit plans rely
on contributions from their sponsor-
ing employer, and since the credit
quality of their employers has gone
down, that has caused problems for
them, too,” David McCarthy, senior
lecturer in finance at Imperial Col-
lege London, told a conference orga-
nized by Mercer on Thursday.

However, the IOUs don’t always

work out. In July, British Airways
PLC had to unwind such a guarantee
arrangement, by which it had effec-
tively given its deficit-hit pension
funds an option over some of its
older aircraft. The trustees, decid-
ing a solvent employer is better for
pensioners than a busted one,
agreed to hand back the planes. The
U.K. airline is now using the planes
to back a £330 million ($545.5 mil-
lion) credit facility.

A number of pension boards are
prepared to go beyond the legal re-
quirement to give yearly updates on
the current funding. A third of them
now intend to report quarterly and
2% on a monthly basis, according to
Mercer’s survey.

“Compared with a year ago, this
represents an additional 7% of
schemes undertaking reviews more
frequently than the minimum re-
quirement,” wrote author Alison Pol-
lock in the report.

Pension boards also are putting
in more effort into working out how
long their plan members are likely
to live. On average, their estimates
are in line with a generally longer-
living population. Mercer’s respon-
dents now expect a 45-year-old to
live to 88.8 years on average, rather
than 88.3 years last year.

Mercer said its 257 respondent
pension plans were drawn from a
wide range of industries, and had be-
tween £660,000 and £2 billion of as-
sets, with the average size at £149
million.

 —For more, visit
efinancialnews.com
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Lebanon’s Hariri steps down
Premier-designate
resigns as effort fails
to build a coalition

U.K.’s Straw to be questioned on release of Lockerbie bomber

Netanyahu is questioned about Russia visit

By Nada Raad

BEIRUT—Lebanese Prime Minis-
ter-designate Saad Hariri, whose
Western-leaning coalition won a ma-
jority in June parliamentary elec-
tions, said Thursday he is abandon-
ing efforts at forming a cabinet, dim-
ming the short-term prospect of a
unity government here.

Mr. Hariri must now step down
as premier-designate, and President
Michel Suleiman will restart consul-
tations with the country’s ethnic
and sectarian blocs on a replace-
ment. Mr. Hariri, son of slain former
Prime Minister Rafik Hariri, can be
reappointed, and some analysts and
politicians here expect he will be.

Either way, his failure to secure a
cabinet deal dashes hopes for now
that Lebanon’s peaceful elections in
June will translate into a power-shar-
ing government between Mr. Hari-
ri’s Western-leaning coalition and
the opposition, led by Hezbollah, the
Shiite political and militant group
backed by Iran and Syria.

Lebanon has long been the stage
upon which foreign capitals vie for
influence in the wider Middle East.
Washington and its allies, including
Saudi Arabia, backed Mr. Hariri and
his allies. Meanwhile, Hezbollah has
consolidated its political power
here in recent years.

In May 2008, Hezbollah’s militia
briefly seized swaths of Beirut, dur-
ing the final throes of an 18-month
political stalemate with the govern-
ment. The muscle-flexing forced the

government into a series of political
concessions, including granting the
Hezbollah-led opposition veto
power. Several analysts and polls
suggested the opposition was set to
capture a majority in the June vote.

Washington and other Western
capitals watched the election
closely, worried that a win by the op-
position could signal rising regional
influence by Tehran. Instead, Mr.
Hariri’s victory appeared to demon-
strate that popular support for Ira-
nian proxies such as Hezbollah
might be on the wane, giving the
Obama administration fresh lever-

age in the Mideast.
While Mr. Hariri had promised to

embrace opposition figures, includ-
ing Hezbollah, in his new govern-
ment, he also had expressed big dif-
ferences over how the two sides
might govern together.

Earlier this week, Mr. Hariri sub-
mitted a proposed 30-member cabi-
net to Mr. Suleiman, an indepen-
dent former army commander, af-
ter failing to win a deal on the
makeup with opposition politi-
cians. The opposition quickly re-
jected his ministerial line-up.

“We had a real chance of forming

a national unity government but we
missed it,” Mr. Hariri said Thursday
as he announced his resignation.

Many analysts expect a drawn-
out process because of Lebanon’s
convoluted electoral and political
system, which divvies up parlia-
ment seats and top posts by reli-
gion, ethnicity and sect.

Still, Hezbollah officials on
Thursday held out the prospect of
an eventual compromise. “In the
end, we have no alternative other
than dialogue and a national unity
government,” said Hezbollah law-
maker Mohammed Fneish.

By Alessandro Torello

BRUSSELS—The European Com-
mission proposed Thursday that the
European Union contribute as much
as Œ15 billion ($21.8 billion) a year
by 2020 to help developing coun-
tries fight climate change.

The aid pledge, if it holds, will be
vital to forging a global climate deal
at a summit in Copenhagen in De-
cember. Developing countries are ex-
pected to demand that rich nations
support some of the colossal costs
of cutting industrial pollution. The
plan also represents an attempt by
the EU to claim a global leadership
role in the effort.

The European Parliament and EU
governments need to debate and ap-
prove Thursday’s proposal. But it is
unlikely any other player, including
the U.S., will deliver more.

Developing countries are likely to
need Œ100 billion a year by 2020 to
limit their greenhouse-gas emissions
and adapt to the effects of climate
change, according to the commis-
sion, the EU’s executive arm. If an
agreement is reached in December,
the EU could contribute Œ2 billion to
Œ15 billion a year by 2020, it added.

The EU’s goal at the Copenhagen
summit is to reach a deal to keep the
global average temperature in-
crease under two degrees Celsius.

“We need to have an agreement
[in Copenhagen]—there is no alter-
native,” Environment Commis-
sioner Stavros Dimas said, present-
ing the commission plan that will
form the basis of the EU position at
the talks once it is analyzed by the
27 member countries and the Euro-
pean Parliament.

A crucial part of the debate will
be about the role that emerging
countries such as China, India or Bra-
zil will be called to play in tackling
climate change, as their economies
now start weighing on global
wealth. The countries are responsi-
ble for a sizable amount of green-
house-gas emissions.

Reducing China’s emissions alone
is expected to cost more than $500
million. The country built hundreds
of coal-fired power plants during its
economic boom in the early 2000s.

The wealth of a country—mea-
sured in terms of gross domestic
product—and its weight in global
greenhouse-gas emissions are the
two main parameters that could be
used to assess how much each na-
tion will contribute in financing the
fight against climate change.

The EU would contribute the full
Œ15 billion if wealth became the
main parameter in Copenhagen, the
commission said.

If an agreement is reached in
Copenhagen, the EU should con-
sider making available Œ500 million
to Œ2.1 billion a year as early as 2010
to finance the start-up of invest-
ments in developing countries until
2012, the commission said.

Nongovernmental climate orga-
nizations Greenpeace and WWF wel-
comed the financial offer, but com-
plained the EU isn’t offering enough
money.

Numbers could change in the fi-
nal stage of the negotiations, said
Arno Behrens, head of energy at
Brussels-based think tank Center
for European Policy Studies. “You
wouldn’t put everything on the ta-
ble right now,” he said. Mr. Beh-
rens’s research shows developing
countries would need around Œ200
billion a year by 2020, twice as much
as the commission estimated.

By Charles Levinson

JERUSALEM—Aides to Prime
Minister Benjamin Netanyahu con-
ceded Thursday they misled journal-
ists about the premier’s where-
abouts on Monday, amid reports in
Israeli and Russian newspapers that
he made a secret trip to Moscow to
lobby Russian support for tougher
action against Iran’s nuclear pro-
gram.

The deceptive action by the prime
minister’s office triggered anger in
the Israeli media. It has also spurred
speculation that the unusual covert
mission underscored the growing
sense in Israel that time is running
out on efforts to halt Iran’s nuclear
program.

The controversy surrounding

Mr. Netanyahu’s disappearance be-
gan on Monday when representa-
tives for the prime minister were un-
able to answer journalists’ ques-
tions about Mr. Netanyahu’s where-
abouts. Later Monday evening, Mr.
Netanyahu’s military attaché—
rather than his usual media handler—
issued a statement explaining the
prime minister’s 12-hour disappear-
ance by saying he had visited a “secu-
rity facility in Israel.”

On Wednesday, Israel’s largest
and most influential newspaper, Ye-
diot Ahronot, citing government offi-
cials, reported that Mr. Netanyahu
had flown covertly to Moscow to pro-
test the sale of Russian antiaircraft
missiles to Iran. Anonymous leaks by
Russian and Israeli officials to jour-
nalists in each country confirmed

the visit took place. Official represen-
tatives for the Russian and Israeli
governments both issued vague
statements declining to neither con-
firm nor deny the trip took place.

Israeli government spokesman
Mark Regev referred to Monday’s
statement that Mr. Netanyahu had
visited a security facility, and ob-
servers noted the visit could have
preceded the trip to Moscow.

Russian Foreign Ministry spokes-
man Andrei Nesterenko told report-
ers on Thursday, “I am not saying yes
or no, I am just saying I don’t have
any information.”

A statement by the Israeli prime
minister’s office late Wednesday
night conceded the initial statement
on Monday had intentionally sought
to mislead journalists. It said the

prime minister had been “busy with
confidential and classified activities”
and said the military attaché” who is-
sued Monday’s statement “acted on
his independent initiative.”

“The prime minister crossed all
the red lines in his relations with the
public,” declared the Yediot Ahra-
not newspaper.

The reported trip comes on the
heels of reports of Russian arms
deals to Syria and Iran, including
the mysterious disappearance of a
Russian freighter, the Arctic Sea,
which a senior European Union offi-
cial has said may have been carrying
advanced air-defense missiles to
Iran. Those missiles would make a
military strike against Iran’s nu-
clear facilities more difficult, accord-
ing to military analysts.

Lebanese premier-designate Saad Hariri, seen after his June victory, stepped down after failing to form a unity government.
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EU plans to give
developing states
climate-shift aid

By Alistair MacDonald

A U.K. parliamentary committee
said Thursday it will question Brit-
ain’sjusticesecretaryontheprisoner-
transfer agreement the U.K. signed
withLibya,thestartofwhatwilllikely
be a period of formal scrutiny related
to the controversial decision by Scot-
land to release the Lockerbie bomber.

Separately, in their first conver-
sation since the prisoner’s release,
U.S. President Barack Obama
pressed U.K. Prime Minister Gordon
Brown about the issue in a phone

call Thursday. “The prime minister
said the decision had been one for
the Scottish government,” a Down-
ing Street spokesman said.

TheCommons JusticeSelect Com-
mittee will take “oral evidence” from
Jack Straw, the U.K.’s secretary of
state forjustice,on Oct.20on “his role
and responsibilities of his depart-
ment” in the development of the pris-
oner-transfer agreementbetween the
U.K. and Libya, the committee said.

Scotland released terminally ill
Libyan Abdel Basset al-Megrahi, cit-
ing “compassionate grounds related

to his illness.” The release has trig-
gered scrutiny over a prisoner-trans-
fer agreement signed last year be-
tween the U.K. and Libya. When the
agreement was being negotiated in
2007, Scotland lobbied the U.K. to ex-
clude Mr. al-Megrahi from it.

Correspondence between Scot-
land and the U.K. indicates that Mr.
Straw attempted to negotiate such
an exclusion, but the U.K. ultimately
dropped its objections because of
other national interests. Mr. Straw
has subsequently acknowledged
that this included British commer-

cial interests, which many believe in-
volved oil companies that have pur-
sued business in Libya.

The select committee session
will include questions on the deci-
sion not to exclude Mr. al-Megrahi
from the prisoner deal. It will also ex-
amine Mr. Straw’s interactions with
the Scottish government.

The session could be one of many
focusing on the Lockerbie case. Both
Mr. Brown and the Scottish govern-
ment are under wider pressure to
launch a broader look into Mr. al-
Megrahi’s release.
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Natural gas surges as glut fears ease

By Christopher Bjork

MADRID—Spain’s Banco Popu-
lar Español SA on Thursday com-
pleted a Œ500 million ($728 million)
capital increase to bolster it against
the country’s real-estate downturn.

In a regulatory filing, Popular
said it had placed 71.4 million new
shares with institutional investors
at Œ7 each, 5.5% below its closing
stock price Wednesday.

The move increases the number
of shares outstanding in Spain’s
third-largest listed bank by 5.7%.
More importantly, it allows Popular
to shore up its capital ratios by build-
ing a larger cash cushion to cover
losses from a fast-expanding pool of
problematic loans. It may also give
it enough extra cash for a few small
acquisitions, analysts said.

Popular’s bad-loans ratio
jumped to 4.39% of total loans in
June from just 1.42% a year earlier.
The bank is paying a high price for
its big exposure to some high-pro-
file corporate failures in the trou-
bled Spanish real-estate sector.

Popular is also planning to sell
between Œ500 million and Œ700 mil-
lion in four-year convertible bonds

to retail investors, the bank said late
Wednesday. That sales process will
begin next week.

“We think Spanish banks are be-
coming more realistic in the need to
reinforce capital as we expect non-
performing loans to approach dou-
ble-digit levels and coverage ratios
are already under strong pressure,”
said UBS analyst Ignacio Sanz.

Spain’s lenders, facing what is ex-
pected to be a long and painful eco-
nomic downturn, have in recent
quarters scrambled to boost their
solvency levels by selling assets and
issuing billions of euros of pre-
ferred stock.

Until now, Banco Santander SA
has been the only lender in the coun-
try to have raised cash through a
share sale. Spain’s largest bank by

assets raised Œ7.2 billion in a rights
issue late last year. The second-larg-
est lender, Banco Bilbao Vizcaya Ar-
gentaria SA, and smaller rival Banco
de Sabadell SA also recently an-
nounced convertible-bond issues.

Shares in Banco Popular fell
4.9% to close at Œ7.12 following the
issue.

Madrid-based brokerage
Banesto Bolsa said it expects many
domestically focused Spanish
banks to follow Popular’s lead and
raise new capital.

Bank executives and analysts see
next year as particularly difficult
for the sector. Until now, profits
have held up relatively well, but
lending margins and loan volumes
are expected to contract in 2010,
while banks will have even higher
loan-loss obligations than now.

The Organization for Economic
Cooperation and Development has
warned that unemployment could
rise to 20% next year. It expects
Spain’s gross domestic product to
shrink 4.2% this year, and an addi-
tional 0.9% next year.

 —Jonathan House contributed to
this article.

Spain’s Popular seals cash raising

UBS to set aside millions
Judge orders reserves
in case involving
CDOs that defaulted
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By Christine Buurma

NEW YORK—Natural-gas fu-
tures soared 15% Thursday after U.S.
inventory data eased concerns
about the possibility of a storage
glut, prompting a flurry of bargain
buying as traders looked ahead to
the winter heating season.

Gas for October delivery on the
New York Mercan-
tile Exchange set-
tled 42.7 cents
higher at $3.256 a
million British ther-

mal units, its highest settle since
Aug. 13.

A slightly smaller-than-expected
increase in U.S. gas stockpiles last
week, reported Thursday, didn’t
change the overall supply picture,
but it sent traders scrambling to buy
back previously sold positions. The
approach of winter weather is likely
to boost gas prices as the fuel is used
to heat homes, which means traders

betting on falling gas prices may
have been left in the lurch.

Natural-gas prices have hit a se-
ries of 7µ-year lows, as market par-
ticipants fled benchmark futures on
worries that the U.S. could run out
of storage space. A storage squeeze
could spark a chain of events and
eventually force gas producers to
halt production.

“The larger story here is really
just a seasonal one,” said Tim Evans,
an energy analyst with Citi Futures
Perspective in New York. “Traders
are starting to look ahead to winter
withdrawal season and thinking
that maybe inventories won’t over-
flow beyond storage capacity.”

Data from the U.S. Department of
Energy showed that gas in storage
rose by 69 billion cubic feet last
week, just short of the 71 billion cu-
bic feet average estimate of fore-
casts by analysts and traders in a
Dow Jones Newswires survey.

Many analysts had predicted

that storage facilities will reach full
capacity—an estimated four trillion
cubic feet—before the beginning of
the winter heating season, when
withdrawals from gas stockpiles
usually begin.

Despite the signals given by Thurs-
day’s spike, U.S. natural-gas supplies
in storage, which stand at 3.392 tril-
lion cubic feet, are 17% higher than
they were this time last year. Demand
from industrial consumers has been
sluggish during the economic down-
turn, while output from onshore gas
fields has been ample.

The static supply-and-demand
situation leaves some analysts skep-
tical that Thursday’s move will be
sustained. “Unless we have a big
storm in the Gulf of Mexico that dis-
rupts production, these weekly stor-
age numbers aren’t really going to
make a lot of difference to the mar-
ket in the long run,” said Jim Ritter-
busch, the president of Ritterbusch
& Associates.

The bank also plans
to sell four-year
convertible bonds to
retail investors.

COMMODITIES
MARKETS

By Carrick Mollenkamp

And Serena Ng

A Connecticut judge ordered
UBS AG to set aside $35.5 million to
cover a potential judgment against
it in a case involving complex debt
securities that the firm’s employees
had called “crap” and “vomit,” ac-
cording to the judge’s Tuesday deci-
sion.

The case centers on the claim of
Stamford, Conn., hedge fund Pur-
suit Partners LLC that UBS, know-
ing that investment-grade debt secu-
rities were about to be downgraded,
sold the securities to Pursuit in
2007 as the mortgage market was
deteriorating.The securities de-

faulted just months after they were
sold.

UBS called the decision “prelimi-
nary” and said the firm is confident
it would “prevail on the merits of
the case.”

The Pursuit case against UBS is
notable because relatively few cases
involving these debt securities,
known as collateralized debt obliga-
tions, have been brought despite the
historic, multibillion-dollar melt-
down since mid-2007 of the toxic se-
curities and the mortgage loans that
underpinned them.

For much of the past two years,
regulators as well as private
lawyers have looked for evidence
Wall Street banks and money man-
agers knew the subprime market
was in trouble yet masked the prob-
lem in their disclosures to investors.
 Burned investors from European
and regional banks to pension funds
and bond insurers have sued banks
alleging they created and

peddled similar securities at the
height of the mortgage boom and
portrayed them as safe, low-risk in-
vestments. Until now, the litigation
has revealed little about what the
banks allegedly knew about the secu-
rities’ risks.

UBS, in a bid to dominate fixed-in-
come sales markets, made a push
into the sales of CDOs underpinned
by mortgage loans, only to later in-
cur billions of dollars in losses that
contributed to an overhaul of bank
management and a loss of investor
confidence in the bank.

Connecticut Court Judge John F.
Blawie’s ruling cited an email from a
UBS banker saying he had “sold
more crap to Pursuit.”

Judge Blawie wrote that Pursuit
had “presented sufficient evidence
to satisfy the probable cause stan-
dard with respect to their claim that
UBS was in possession of superior
knowledge that was not readily
available” to Pursuit.

Commission Comparison as of September 1, 2009. Services vary by firm.
Data is for U.S. equities, stock options and futures.

*Lower commission rates for larger volumes and comparable rates worldwide.

US Commission Rates Comparison

5 6

E-Trade
Fidelity
Interactive Brokers*

optionsXpress
Schwab
TD Ameritrade
thinkorswim

100
Shares
$7.99
$8.00
$1.00
$9.95
$8.95
$9.99
$5.00

1 E-mini
S&P 500
Future
$2.99
N/A

$2.40
$6.99
N/A
N/A

$3.50

1 Stock
Option
$8.74
$8.75
$1.00

$12.95
$9.70

$10.74
$2.95

1

2

3

4

7

US Margin Loan Rates Comparison

Margin Rate Comparison as of September 1, 2009. Services vary by firm. **Negotiable

$25K
7.49%
7.575%
1.64%
6.25%
8.00%
8.50%
7.70%

$200K
5.99%
6.575%
1.14%
5.00%
6.875%
7.25%
7.70%**

$1.5M
3.74%
3.750%
0.64%
4.00%
6.25%
6.25%
7.70%**

E-Trade
Fidelity
Interactive Brokers
optionsXpress
Schwab
TD Ameritrade
thinkorswim

Interactive Brokers (U.K.) Limited is authorised and regulated by the Financial Services Authority.
FSA register entry number 208159. — Supporting documentation for any claims and statistical in-
formation will be provided upon request. [1] E-Trade - 150-1,499 trades per quarter. [2] Fidelity Gold
Account - $1 million or more in assets or $25,000 in assets and 120 trades per year. [3] IB - Accounts
generating commissions less than $10 per month (with account equity of $2,000 or more) will be as-
sessed the difference as a monthly activity fee. [4] optionsXpress - minimum 9 stock trades per quar-
ter. [5] optionsXpress - minimum 35 option trades per quarter. [6] optionsXpress - eMini – between
1 - 40 contracts per month. [7] Schwab - 120 trades+ per year or more than $1 million in household
balance. [8] Source: The Transaction Auditing Group Inc. (TAG) a third party provider of transaction
audit services. For US stocks (42 cents per 100 shares better), the analysis included all market orders
of 100 shares or more, up to 10,000 shares from July - December 2008. The analysis for US options
(60 cents per contract better) included all market orders with order sizes of 1 to 50 contracts from
July - December 2008. [9] Commission survey of IB competitors as of September 1, 2009. 09IB09-205

www.interactivebrokers.co.uk
or call 020 7 776 7800

Superior price execution8, lowest commissions9,
IB has direct access to 80 markets worldwide and

financial strength for individual and institutional traders.

All Brokers Are Not Created Equal

Interactive Brokers
The Professional’s Gateway to the World’s Markets

Plus exchange fees
1

2

3 3

Plus regulatory fees

LEGAL NOTICES
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