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Russia on Thursday was
triumphant at U.S. President
Barack Obama’s decision to
drop plans to deploy a nu-
clear-missile-defense shield
in Europe, but said it saw no
reason to offer concessions
in return.

Responding to the U.S. de-
cision to shelve an antiballis-
tic missile shield that would
have placed interceptors in
Poland and a radar in the
Czech Republic, Russian Pres-
ident Dmitry Medvedev
called it a “responsible
move” on state TV.

The U.S. about-face was a
major diplomatic coup for
Moscow, which had opposed
the previous plan, claiming
that it was aimed at Russia,
rather than at Iran as the
Bush administration had
said. Mr. Medvedev threat-
ened in November to station
tactical Iskander missiles on
Poland’s border if the U.S. sys-
tem was deployed.

But Mr. Medvedev gave no
indication that Russia would
respond with greater cooper-
ation, for example, in pressur-
ing Iran over its nuclear fuel
program. Other Russian offi-
cials said explicitly that
wouldn’t happen.

Rather than ballistic mis-
siles, the new U.S. system Mr.
Obama proposed would fo-
cus on Iran’s short- and me-
dium-range missiles. The
new plan would rely largely
on existing weapons, particu-
larly the U.S. Navy’s ship-
based missile-defense sys-
tem, and in its first phases
would see the Pentagon de-
ploy cruisers and destroyers
equipped with sophisticated
Aegis radars and antimissile
interceptors to the eastern
Mediterranean and North
Sea.

By 2015, the plan envi-
sions those same intercep-
tors being deployed on land
with additional radars in Eu-
rope to track incoming rock-
ets from Iran.

The decision was quickly
attacked by Republicans in
Congress and Bush-era de-

fense officials, who ques-
tioned the new intelligence
estimates and accused the ad-
ministration of putting its re-
lations with the Kremlin
ahead of the security of
North American Treaty Orga-
nization allies in Europe.

The governments of Po-
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Reassessing roles

Editorial&Opinion

By Sara Schaefer Muñoz

Last September, Barclays
PLC’s daring purchase of as-
sets from bankrupt Lehman
Brothers Holdings was meant
to signal that the British were
coming to the big leagues of
global investment banking.

A frantic
year later,
t h e U. K .
bank and its
president,

Robert E. Diamond Jr., who
runs the company’s invest-
ment-banking operation, still
face a long road before they
can say they have arrived
among the world’s elite.

Since striking the deal, the
58-year-old Mr. Diamond has
battled to protect and build
up Barclays Capital, fought to
keep key Lehman personnel
and clients, mounted an ex-
pensive hiring spree to build

out BarCap’s global opera-
tions, and raced around the
world to court new business.

“Our aim is clear: to be the
premier global investment
bank,” Mr. Diamond said re-
cently. Assets acquired in the

Lehman deal helped fuel ro-
bust overall earnings for Bar-
clays in the first half of 2009.

But even as Mr. Diamond
bulks up BarCap, he has been
forced to fend off wolves at
Barclays’s own door. The bank

dodged a possible U.K. govern-
ment bailout by raising capi-
tal from Middle Eastern inves-
tors and the sale of its lucra-
tive asset-management arm,
Barclays Global Investors.

Please turn to page 27

Bulked-up Barclays still faces hurdles

NET GAINS: Roman Abramovich, seen at a World Cup qualifying match in June, bought a 28-hectare
property on the Caribbean island of St. Barthelemy. Page 26.
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Still in the rough?
BarCap goes after business 
in debt and equity markets
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Global equity capital markets

Rank
Market
share

Lehman Brothers

Barclays Capital

7

11

5.8%

2.0%

Through Sept. 30, 2008

Through Sept. 9, 2009

Lehman Brothers
Barclays Capital

13
3

3.3%
7.1%

Global debt capital markets
Through Sept. 30, 2008

Barclays Capital
Through Sept. 9, 2009

2 8.2%

Robert E. Diamond Jr., President of Barclays PLC

LEHMAN'S
LEGACY

Russian billionaire scores an $89 million estate Russia cheers
U.S. decision
on missiles

Campaign bailout
Merkel rescues Opel to
save her re-election bid.
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Money & Investing: U.K. pound takes a pounding from foreign-exchange traders
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By Marc Champion in
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in Washington and
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The IMF chief sought to
maintain pressure on G-20
nations to keep their pledges
to aid the world’s poor. Mean-
while, Britain’s prime minis-
ter said ending state support
for the world’s largest econo-
mies too early could derail
the nascent recovery. Page 3

n U.K. retail sales were flat
in August, but economists
see GDP rising in the third
quarter for the first time
since early last year. Page 2

n Some U.K. retailers have
posted higher profits in recent
days, but business will remain
challenging well into next
year, analysts say. Page 2

n American Airlines’ parent
got $2.9 billion in financing,
easing liquidity concerns and
fueling optimism about cash-
strapped U.S. carriers. Page 6

n The CEO of Airbus said
the European plane maker
may need to cut production
next year due to broader eco-
nomic problems. Page 6

n U.S. stocks edged lower as
major indexes took a breather
from this week’s rally. Euro-
pean shares rose for the third
straight session. Page 18

n A U.K. regulator determined
that Lloyds likely wouldn’t
be able to raise enough capi-
tal from private investors to
bolster its finances. Page 20

n Revenue fell 65% at Atti-
cus Capital’s U.K. arm in the
last fiscal year, a period that
saw big redemptions. Page 17

n A U.N. agency predicted
that foreign direct investment
will fall a second straight
year in 2009, but pick up be-
ginning next year. Page 28

n Two car bombs hit the Af-
rican Union’s headquarters in
Somalia, which an Islamic ex-
tremist group said was re-
venge for a U.S. raid. Page 9

n Karzai said he has seen
little evidence of fraud in his
re-election bid. Meantime, a
Taliban bomb killed 16, includ-
ing six Italian soldiers. Page 11

n Balfour Beatty will pay
$626 million for Parsons
Brinckerhoff, whose work in-
cludes the World Trade Cen-
ter and the Big Dig. Page 18

n Tullow made a large oil dis-
covery in Uganda, in an area
where it has already found
more than 700 million bar-
rels of oil equivalent. Page 7

n Died: Mary Travers, 72, a
member of the folk trio Pe-
ter, Paul and Mary, of leuke-
mia, in Connecticut.

VO L . X X V I I N O . 1 6 0  F R I DAY - S U N DAY, S E P T E M B E R 1 8 - 2 0 , 2 0 0 9H E A R D O N T H E S T R E E T

More than half of U.S. res-
idential mortgages are being
made by just three large
banks.

It is a stunning change,
but is it good for the hous-
ing market, and to what ex-
tent will it boost profits
over the long term for this
elite trio: Wells Fargo, Bank
of America and J.P. Morgan
Chase?

Right now, housing re-
mains on government life
support. Treasury-backed en-
tities are guaranteeing about
85% of new mortgages,
while the Fed buys 80% of
these taxpayer-backed mort-
gages that end up packaged
into securities.

The optimistic take is
that this support, though
large, will shrink when mar-
ket forces regain confidence.
But there is a darker out-
come: The emergency assis-
tance is entrenching a sys-
tem in which the taxpayer
takes the default risk on
most mortgages, while a
small number of large banks
get a larger share of the fee

revenue from originating
and servicing mortgages.

That is what is happening
now. While big banks are
originating lots of mort-
gages, they are selling
nearly all of them to Fannie
Mae and Freddie Mac. In-
deed, combined single-fam-
ily mortgages held on the
balance sheets at J.P. Mor-
gan, BofA and Wells actually
fell 3.5% in the first half.

Meanwhile, these three
posted an enormous jump in
noninterest revenue from

mortgage banking. Com-
bined, it was $14 billion in
the first half, up threefold
from $4.1 billion in the year-
earlier period.

Granted, some of this in-
crease came from marking
up mortgage-servicing as-
sets, but fees from writing
new loans, fueled by large
volumes of refinancing on
the back of lower interest
rates, caused revenue to
soar at BofA and Wells.

And these blowout reve-
nues are partly down to in-

creased market share follow-
ing big mergers, like BofA’s
acquisition of Countrywide.

The three originated 52%
of mortgages in the first
half, according to Inside
Mortgage Finance, just over
double these banks’ market
share in 2005. In servicing,
their share is 49%, compared
with 22% in 2005.

Regulators signed off on
the mergers that caused this
dominance. Even without
the urgency for saving weak
banks created by the crisis,
regulators have never fo-
cused primarily on mortgage-
market share. That suggests
they won’t worry about the
level of concentration.
What’s more, they may like
it that most mortgages go
through three banks that
they intend to regulate
heavily.

Will the big three bene-
fit? Large market share in
mortgages could act as a
drag on them. But getting a
strong grip on mortgage fee
income could turn out to be
a money-making strategy.
 —Peter Eavis

More at WSJ.com/Heard

Oil enough for everyone
Barely a week goes by

without a major oil discov-
ery being announced. Recent
hot spots include the Gulf of
Mexico, Brazil and West Af-
rica. But beware jumping to
conclusions about how much
this changes the dynamics of
energy supply, for oil bears
or peak-oil pundits.

The discoveries show en-
ergy companies are no
slouches in finding new re-
sources with the right back-
drop. That includes high oil
prices, access to promising
areas and friendly regimes.
This month alone, compa-
nies including BP, Petrobras
and ENI have found nearly
10 billion barrels of oil equiv-
alent of potential reserves.

But consultancy Wood
Mackenzie says the latest dis-
coveries are in line with the
underlying exploration trend
of the past decade. Indeed,
given the recent multiyear
rally in oil prices, it is surpris-
ing oil output from non-OPEC
countries hasn’t increased, in-
stead hovering a little above
50 million barrels a day.

With the global economy
seemingly recovering and en-

ergy consumption sure to
rise as the industrialization
of China and India contin-
ues, it is tempting to con-
clude prices must inevitably
be squeezed higher. But it is
worth remembering some
immediate issues. OPEC’s
production cuts and new
Saudi Arabian fields leave
the cartel with spare capac-
ity of roughly 6.5 million bar-
rels a day. It might take
years of robust global
growth to absorb that.

Factor in new fuel-effi-
ciency standards and biofuel
development and it could be
2020 before U.S. gasoline
consumption, roughly a 10th
of global oil demand, returns
to 2008 levels, says Edward
Morse at Louis Capital Mar-
kets. And there are signs
even China is catching the
fuel-efficiency bug as it real-
izes energy subsidies stymie
economic competitiveness. If
demand grows less than ex-
pected and innovation fuels
more large discoveries, the
oil market could remain deli-
cately balanced for a while
yet.
 —Matthew Curtin

Ganging up on mortgage market

As the economy stabilizes, Turkey’s rate cuts near the bottom

U.N. is forecasting an uptick in FDI
Growth should return
as M&A activity
gets a boost in 2010

By Paul Hannon

LONDON—Global flows of for-
eign direct investment will fall for
the second year running in 2009, but
pick up beginning next year, a United
Nations agency said Thursday.

In its annual report on cross-bor-
der investments made by busi-
nesses around the world, the United
Nations Conference on Trade and
Development said total inflows will
drop below $1.2 trillion this year
from $1.7 trillion in 2008 and a
record of $2 trillion in 2007.

However, the U.N. agency said a
pickup in mergers-and-acquisitions
activity as governments start to sell
stakes in banks and other businesses
acquired during the financial crisis
should lead to an increase in foreign-

direct-investment flows to $1.4 tril-
lion in 2010 and $1.8 trillion in 2011.

Declining profits and difficulties
in getting financing have made it
harder for companies to either ac-
quire existing overseas businesses
or set up shop in new markets. At
the same time, companies based in
developed economies are less will-
ing to make overseas investments
as they struggle with the recession
in their home markets.

Based on the experience of the
Great Depression, the Conference
on Trade and Development and oth-
ers had feared that, in response to
the global recession, politicians
would resort to a harmful series of
tit-for-tat measures designed to ob-
struct foreign takeovers. But the
agency said that to date there have
been few indications this was hap-
pening. Of the 110 measures enacted
world-wide in 2008 that affected
FDI flows, it classified 85 as favor-
able.

It did warn, however, that this
may change when governments

start to sell the stakes in banks and
other businesses that they acquired
in response to the economic down-
turn. “The expected exit of public
funds from flagship industries …
could possibly trigger a new wave of
economic nationalism to protect
‘national champions’ from foreign
takeovers,” the agency said.

So far, the decline in foreign-di-
rect-investment inflows has been
particularly steep for developed
economies, leading to a rise in the
share of developing economies to a
record of 37% in 2008 from 27% in
2007, it said. Two of those develop-
ing economies—China and Russia—
were in the top five of recipient coun-
tries. The U.S. kept its top spot.

Developing economies will also
be among the leading beneficiaries
when foreign direct investment
starts to rise again, according to a
survey of multinational companies
conducted by the Conference on
Trade and Development in May. The
U.S. will remain the leading recipi-
ent of foreign investment, but Bra-

zil, Russia, India and China are set to
attract an increasingly large share.

Foreign direct investment to the
U.S. actually increased in 2008 to
$316 billion from $271 billion in
2007. However, the U.N. agency said
that was due to an increase in loans
from parent companies in Europe
and other regions to their U.S. sub-
sidiaries as financing from other
sources became scarce. It doesn’t ex-
pect a similar surge in intracom-
pany loans this year. In the first quar-
ter of 2009, foreign direct invest-
ment to the world’s largest economy
fell to $33.3 billion from $57.8 bil-
lion a year earlier.

The U.K. lost its longstanding po-
sition as the top attractor of foreign
direct investment in Europe. In-
flows fell to $97 billion in 2008 from
$183 billion in 2007. Inflows to
France fell less sharply, to $117 bil-
lion from $158 billion. However, in
this year’s first quarter, foreign di-
rect investment into the U.K. re-
bounded strongly, to $63 billion
from $45 billion in the 2008 first

quarter, while flows to France to-
taled just $9 billion, down from $28
billion in the 2008 quarter.

The decline in cross-border in-
vestment was so severe that some
countries experienced a withdrawal.
Ireland was the chief victim, as $20
billion was taken out of the econ-
omy, almost as much as the $25 bil-
lion that was invested in 2007. But in
the first quarter of this year, inflows
of FDI resumed, totaling $1.1 billion.

Financial Analysis and Commentary

Source: Inside Mortgage Finance
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By Christopher Emsden

And Joe Parkinson

Turkey’s central bank on Thurs-
day cut its benchmark interest rate
to 7.25% from 7.75% and signaled it is
planning several more rate cuts
even as tentative signs emerged
that the country’s economy is stabi-
lizing.

Investors had expected the latest
rate cut, but also expect it to be last
of a dramatic series that has taken
the policy rate from 16.75% last No-

vember. Turkish gross domestic
product fell by 7% in the second quar-
ter from a year earlier, data released
last week showed — a dramatic im-
provement from the 14% fall posted
in the first three months of the year.

Demand was still probably
weaker in the third quarter, the Mon-
etary Policy Committee of Turkey’s
central bank said in a note. Uncer-
tainty about global economic pros-
pects means “it will be necessary for
monetary policy to maintain an eas-
ing bias for a long period of time,”

the committee said.
The central bank’s decision came

a day after the government said it
planned to run sizable budget defi-
cits through 2012, although it would
gradually bring its primary budget
back into surplus by next year.

“A premature exit from stimulus
may risk the recovery,” Economy
Minister Ali Babacan said in a
speech Thursday in London. A “grad-
ual approach will reduce the risk of
domestic bankruptcies, he added.
Standard & Poor’s said the fiscal

goals were “modest” but credited
them as enough to warrant its up-
grade on Thursday of the outlook on
Turkey’s sovereign BB/B credit rat-
ing to stable from positive.

The rating agency’s move was
also driven by the reduction in Tur-
key’s external financing risks, due in
large part to the substantial narrow-
ing in Turkey’s current-account defi-
cit thanks to lower oil prices and
sharp declines in imports, said S&P
credit analyst Farouk Soussa.

Some analysts, wary of the col-

lapse in Turkish financial markets in
2001, cautioned that ongoing bud-
get deficits posed a risk, especially
as Istanbul’s main ISE-100 equity in-
dex has doubled since March.

But “the Turkey of today is a dif-
ferent one to that of 2001, and a
large primary surplus would not be
healthy any more,” said Simon
Quijano-Evans, a strategist for Cheu-
vreux. He called the fiscal program
“realistic” and expected Turkey’s
sovereign credit rating to be up-
graded soon.
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This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

U.K. retail sales didn’t change in August
Economists say GDP
will rise for first time
since early in 2008

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.
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Slowing sales
U.K. sales were flat as food sales 
growth offset other sales. 
Year-to-year percentage change in 
U.K. retail sales

2008 2009

Source: U.K. Office for National Statistics
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Kingfisher plans for challenging times in retail sector

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

By Ilona Billington

And Natasha Brereton

LONDON—A rise in British food
purchases wasn’t enough to offset
the drop in sales of other goods in
August, leaving retail sales flat from
July, the Office for National Statis-
tics said Thursday.

The report, which was weaker
than expected, followed two
straight months of sales increases.
But economists said they still expect
the total third-quarter performance
to help push gross domestic product
into positive territory for the first
time since the first quarter of 2008.

Also Thursday, a survey by the
Confederation of British Industry
showed that industrial output
picked up for the third straight
month in September, to a reading of

minus 2, compared with minus 5 last
month. A quarterly survey con-
ducted in August for the Bank of Eng-
land showed consumers’ views of in-
flation are holding steady.

Warm weather boosted consumer
demand in June and July, said Ross

Walker, an economist at Royal Bank
of Scotland U.K. “For the third quar-
terasawhole,retailsalesvolumesare
on course for growth of 0.7% to 0.8%
on the quarter,” Mr. Walker said.

Retail sales rose 2.1% from Au-
gust 2008. Economists surveyed by

Dow Jones Newswires last week had
forecast a 0.2% monthly rise and a
2.6% annual gain.

The monthly data are broadly in
line with the British Retail Consor-
tium’s August retail sales survey,
which also showed a weather-

driven drop in August after rela-
tively healthy sales in July.

Meanwhile, the British central
bank published a survey showing
that in August consumers expected
prices to rise 2.4% in the coming 12
months on average, unchanged from
a May report.

Analysts pointed to the survey as
evidence that months of stronger-
than-expected inflation haven’t
changed the public’s view that infla-
tion will be subdued over time.

“The fact that [expectations] have
remained stable at a relatively low
level in August are likely to reinforce
the[MonetaryPolicyCommittee’s]be-
lief that underlying inflationary pres-
suresarelikelytoremainmuted,”said
Howard Archer, chief European and
U.K. economist at IHS Global Insight.

He said rising unemployment
should also help to keep wage
growth low.

The survey supports the belief
that the BOE will keep interest rates
at 0.5% “deep into 2010,” he said.

By Lilly Vitorovich

LONDON—Although some U.K.
retailers have posted higher profits
in recent days, business across the
sector will remain challenging well
into the new year as consumers re-
act to looming tax increases and gov-
ernment spending cuts, which prob-
ably will push unemployment
higher, analysts say.

Cost cuts, tighter inventory and
warm weather helped retailers
Kingfisher PLC and Next PLC de-
liver higher first-half profits this
week, but their management punc-
tuated the earnings reports with
warnings that business conditions
will remain tough as customers
tighten their purse strings. Depart-
ment-store companies John Lewis
Partnership PLC and Debenhams
PLC also gave cautious outlooks.

While mortgage and utility costs
are down, providing some relief, the
main fears playing on the minds of
consumers and retailers are loom-
ing higher taxes and staff layoffs
across the public sector after Prime
Minister Gordon Brown conceded
Tuesday the need for spending cuts,
aimed at reducing the nation’s debt
pile. The rate of value-added tax is
set to go back up to 17.5% on Jan. 1
after the government had cut it by
2.5 percentage points in December
2008 to help stimulate sales.

Though there have been some
glimmers here and there that busi-

ness is picking up, the Office for Na-
tional Statistics said Thursday that
U.K. retail sales in August were flat
compared with July.

“For the time being, the con-
sumer-spend trend is likely to be
flat and retailers will need to adjust
to these conditions as the norm,”
said Richard Hyman, strategic re-
tail adviser to Deloitte.

Kingfisher, Europe’s biggest
home-improvement retailer by
sales, Thursday said it continues to
plan for challenging times as it
posted a 37% jump in net profit to
£201 million ($331.7 million) for the
six months ended Aug. 1, on revenue
of £5.5 billion, which was up 7.2%
from a year earlier. The strong per-
formance reflected improved busi-
ness at its biggest division, home-
improvement chain B&Q in the U.K.,
as well as cost cutting.

Chief Executive Ian Cheshire
said that thanks to reduced mort-
gage repayments due to lower lend-
ing rates, many U.K. consumers are
renovating and decorating their

properties as they spend more time
at home during the recession, a
trend that has boosted sales of wall-
paper and paint.

He said there has also been a
boom in vegetable-growing, as con-
sumers in the U.K. look for ways to
cut household budgets, boosting
sales of vegetable and plant seeds.
Warm weather in May and June
boosted sales of barbecue equip-
ment and outdoor furniture.

John Lewis Partnership, which
owns department-store chain John
Lewis and upmarket supermarket
chain Waitrose, Thursday said busi-
ness conditions will stay difficult
for the rest of the year and into 2010
after the group posted a 24% fall in
net profit to £57 million for the six
months ended Aug. 1.

Same-store sales at its John
Lewis chain fell 4.7% in the first
half.
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By Ray Brindal

CANBERRA—Australia ap-
pointed two leading figures from
across the political divide as ambas-
sadors to the U.S. and European
Union, two of the most senior posts
in Australia’s diplomatic service.

Prime Minister Kevin Rudd ap-
pointed former Labor party leader
Kim Beazley as ambassador in
Washington and named former Lib-

eral Party leader Brendan Nelson
as ambassador to the EU and the
North Atlantic Treaty Organiza-
tion. Messrs. Beazley and Nelson
are both former defense and educa-
tion ministers in their respective
governments.

Mr. Beazley’s appointment had
been the subject of some media specu-
lation, but Mr. Nelson’s appointment
came as a surprise, as he formally re-
tired from parliament Thursday.

Australia names U.S., EU envoys
Consumer prices, excluding

food and energy, were up 1.4% over
the 12 months ended in August, the
smallest increase in any 12-month
period since February 2004. A
Leading the News article Thursday
incorrectly stated that the 1.5% de-
cline in overall consumer prices
during the period was the sharpest
12-month drop since February
2004.
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U.S. President Barack Obama, shown Thursday at the White House, said a
proposed new system would focus on Iran’s short- and medium-range missiles.

land and the Czech Republic were
largely upbeat about the change.
“Canceling the radar by no means
jeopardizes the security of the
Czech Republic as the country is
safely entrenched in NATO, which
provides [us] with sufficient secu-
rity guarantees,” Czech Foreign
Minister Jan Kohout told reporters.

Yet prominent figures such as
former Polish President Lech
Walesa worried that the new U.S.
administration was turning away
from its allies in Central Europe to
placate Russia.

“Putting a facility on Czech and
Polish soil was symbolically, for the
U.S. and NATO, extremely impor-
tant to those countries, and to the
former Soviet satellite countries
like them,” said Mary Beth Long,
who as an assistant secretary of de-
fense during the Bush administra-
tion was involved in selling the sys-
tem to U.S. allies in Europe.

Arizona Sen. John McCain, Mr.
Obama’s opponent in the 2008 pres-
idential campaign and the top Re-
publican on the Senate Armed Ser-
vices Committee, called the deci-
sion “seriously misguided” and
said it had the potential to under-
mine the U.S.’s standing in Eastern
Europe.

In most of Europe, however, the
decision is likely to be welcomed.

Many governments had long been
lukewarm about a project they saw
as unnecessarily antagonistic to-
ward Russia. NATO’s new secretary-
general plans a major speech in
Brussels on Friday on how to im-
prove the alliance’s strained rela-
tionship with Russia.

In Israel, analysts and officials
also welcomed the administra-
tion’s move as a bid to push Mos-
cow toward taking a harder line on
Iran.

One Israeli official said any sug-
gestion that Mr. Obama had disap-
pointed Israel by letting his de-
fense down was incorrect.

“We support international ef-
forts to engage with the Russians to
convince Moscow to play an active
role and take the steps required to
prevent Iran from achieving nu-
clear military capability,” the offi-
cial said.

Russian officials insisted they
hadn’t agreed to any quid pro quo
over Iran.

Moscow doesn’t see abandon-
ment of the U.S. plans as a conces-
sion to respond to, but as “a mis-
take that is now being corrected,”
Dmitry Rogozin, Russia’s ambassa-
dor to NATO, said in a phone inter-
view in Brussels. In any case, Mr.
Rogozin said, Russia recently
agreed to allow U.S. aircraft to fly
troops and materiel through Rus-

sian airspace to supply the war ef-
fort in Afghanistan. He put the
value of that gesture at $1 billion
per year in saved costs for the U.S.

Mr. Rogozin also warned
against continuing with plans to de-
ploy U.S. Patriot missiles in Poland,
a condition Polish leaders had de-
manded in exchange for hosting a
U.S. missile-defense system that
could invite a pre-emptive Russian

strike. Poland’s foreign minister, Ra-
doslaw Sikorski, said Thursday
that he had received assurances
from Washington that the Patriot
deployments would go forward as
agreed.

“Only the Polish demonstrate
that in their heads the Cold War has
not ended yet, which is very sad,”
said Mr. Rogozin. “War in Europe is
a crazy idea. We need to eradicate

weapons from Europe, not deploy
them.”

“This is a recognition by the
Americans of the rightness of our
arguments about the reality of the
threat, or rather the lack of one,”
from Iran’s missiles, Konstantin Ko-
sachev, chairman of the interna-
tional affairs committee of Russia’s
lower house of parliament, the
State Duma, told state television.

“Just like the Americans overes-
timated the threat from Saddam
Hussein’s regime in Iraq, they’ve
also been overestimating all this
time the threat from Iran,” he said.
“Finally the Americans have agreed
with us.”

Mr. Kosachev also said the U.S.
move reflected an understanding
by Washington that Moscow must
be involved in any discussions over
strategic security, and that Mos-
cow’s views are more important
“than any specific threat.”

Mr. Obama had said even while
campaigning for election last year
that he would review plans drawn
up by the Bush administration to lo-
cate a battery of 10 missiles in Po-
land and a radar in the Czech Repub-
lic designed to shoot down any bal-
listic missiles that might be
launched by Iran.
 —Sean Carney and Leos Rousek in

Prague and Marcin Sobczyk in
Warsaw contributed to this article.

Continued from first page

Seoul bars entry to Uighur activist seeking to attend democracy conference

A year after Lehman deal, Barclays struggles to reach elite level

Russia pleased by U.S.’s change of course on missiles
FROM PAGE ONE

Now there is a revolt from Lehman
creditors, which alleged in a bank-
ruptcy-court filing Tuesday that Bar-
clays underpaid for Lehman’s assets
by $10 billion. Barclays says that is
“an opportunistic” claim.

Meanwhile, Barclays’s strategy
of aggressively building while rivals
were down has been knocked askew
by the unexpectedly swift recovery
of other banks. As a result, Mr. Dia-
mond is grappling with a competi-
tive hiring environment. As Bar-
clays seeks to add several hundred
more people to build BarCap’s busi-
ness, mostly in Europe and Asia, it
has been forced to offer aggressive
salaries and some multiyear guaran-
tees to grab top talent.

It recently netted Morgan Stanley
banker Matthew Ginsburg to head its
investment-banking activities in the
Asian-Pacific region, and hired Ste-
fano Marsaglia from Rothschild as
its chairman of global financial insti-
tutions. But the recent, high demand
for bankers with specific skills has
caused BarCap to lose some talent.
Last month, the investment bank
lost a top equities salesman to Citi-
group Inc. in London, even after offer-
ing him a cash-and-stock package of
£1.8 million ($3 million), according
to people familiar with the matter.
Spokesmen for Citibank and Bar-
clays declined to comment.

As global deal making comes

back to life, BarCap has been a part
of some big deals. The firm provided
advice and financing to the investor
group that announced a deal earlier
this month to buy a 65% stake in
eBay Inc.’s Skype Internet-phone
unit. BarCap also has been involved
in Indian telecommunications pro-
vider Bharti Airtel Ltd.’s $14 billion
offer for a 49% stake in South Afri-
ca’s MTN Group Ltd.

But for all its ambition, BarCap
has missed out on some of the
splashiest deals, even ones close to
home, such as Kraft Foods Inc.’s
$16.75 billion bid for British candy
maker Cadbury PLC and the planned
merger of units of Deutsche Tele-
kom AG and France Telecom SA into
the largest U.K. cellphone operator.

In the U.S., where Barclays
bought Lehman’s operations, Bar-
Cap ranks seventh in merger-advi-
sory business this year, according to
September data from Thompson
Reuters. It didn’t make the top 25 in
2008. The firm is No. 3 in selling
bonds and other debt products to cli-
ents, up from fifth in the U.S. last
year.

But because the Lehman deal
didn’t include the bankrupt firm’s
businesses outside the U.S., BarCap
has much farther to go in delivering
on its global ambitions.

The firm’s global equities busi-
ness now is ranked 11th, compared
with Lehman’s seventh-place spot a

year ago. Barclays is No. 10 in global
merger advising.

“We are not declaring that we
are there, but you can see we are
making progress,” says Hugh “Skip”
McGee III, BarCap’s head of invest-
ment banking, who had the same job
at Lehman. “We are very optimistic
about our ability to get a nice re-
turn.”

The U.S.-born Mr. Diamond says
Barclays wants “to have top-tier cli-
ent relationships in all the key mar-
kets around the world…and we are
there across fixed income, curren-
cies, commodities and risk-manage-
ment advice.” When it comes to
merger advisory and equities,
though, “we have more work to do
outside the U.S.,” he says.

Those businesses can take years
to develop because they are so
heavily relationship-based, accord-
ing to analysts and people close to
Barclays.

Still, Mr. Diamond is undeterred
in his zeal to move BarCap higher in
the Wall Street pecking order.
Lately, he has been scavenging for a
superstar banker in a senior role at
BarCap who could further elevate
Barclays’s status. A high-profile hire
would also add to his roster of poten-
tial successors if he eventually suc-
ceeds John Varley as chief executive
of Barclays.

Over drinks last month, Mr. Dia-
mond courted former Merrill Lynch

President Gregory Fleming. A spe-
cific position wasn’t discussed, and
nothing has been decided, according
a person familiar with the matter.

Mr. Diamond has been hands-on
in the firm’s big deals. When BarCap
successfully executed a $1.5 billion
block trade for Capital One Finan-
cial Corp., Mr. Diamond went to bat
for the transaction before the bank’s
risk committees and ran through all
the options with the regional bank
and credit-card giant’s CEO, say peo-
ple familiar with the transaction.

Absorbing the pieces of Lehman
that BarCap now owns remains a fo-
cus for Mr. Diamond, and he re-
minds himself of the task with a mes-
sage scrawled on the whiteboard in
his New York office that says, “One
Firm.” The integration has been gen-
erally smooth so far, he says, partly
because both companies know what
it’s like to be a Wall Street under-
dog.

Mr. Diamond is credited for turn-
ing Barclays Capital, once known as
the “rump” of its parent bank, into a
top player in areas including fixed in-
come and commodities. The first
year he was there, he named 11 new
managing directors. Last year, he
named 100. He keeps plaques with
lists of the names from each year
hanging behind his desk in London.

Known for a “no-jerk” policy, Mr.
Diamond has encouraged a policy of
vetting prospective hires for out-

sized egos. In one example, man-
agers in London recently turned
down a top external job candidate
when he admitted to taking a past
job for the prestige, even though it
seemed like a bad fit. Some U.S. em-
ployees praised Mr. Diamond’s
move to put his office on the trading
floor, instead of in an upper suite.

But many more challenges loom.
BarCap could face additional Leh-
man defections once some compen-
sation guarantees expire at the end
of this year, say people close to the
matter. Some bankers are frus-
trated by the fact the Barclays
doesn’t yet have full operations up
and running in Europe and Asia,
which can hamper deal-making,
said one person close to the matter.
A Barclays spokesman declined to
comment.

Lehman deal maker Mark Bur-
ton, a vice chairman at BarCap, left
in July for boutique investment
bank Evercore Partners Inc. A per-
son familiar with the matter says
Mr. Burton wanted to focus on pure
merger advisory, rather than pitch-
ing clients all different products,
as Barclays says it aims to. Jeff
Zorek, another former Lehman em-
ployee, left BarCap as head of its
statistical arbitrage business in
July to join Nomura Holdings Inc.
in London.

A Barclays spokesman declined
to comment on past or possible de-
partures from the investment bank.
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By Evan Ramstad

SEOUL—South Korean immigra-
tion authorities stopped a promi-
nent Uighur activist, Dolkun Isa of
Germany, from entering the country
for a conference on democracy, the
government confirmed Thursday.

Mr. Isa, secretary-general for the
World Uighur Congress, flew to

Seoul’s international airport on Tues-
day but wasn’t allowed to enter the
country.SeveralofficialsattheJustice
Ministry declined to discuss the case.

One ministry official said Thurs-
day morning that Mr. Isa remained
at Incheon International Airport.
Later in the day, officials at the min-
istry and the airport declined to an-
swer questions about Mr. Isa’s

whereabouts.
Mr. Isa fled China in 1997 and

was given asylum in Germany that
year. He became a German citizen in
2006. Chinese authorities have long
called Mr. Isa a terrorist and viewed
his work as a challenge to its author-
ity in regions of northwest China
that are populated by Uighurs.

However, Mr. Isa has flown to

many countries without difficulty
for years. The conference he was
scheduled to attend in Seoul, a bien-
nial event called the World Forum
for Democratization in Asia, began
Wednesday and concludes Friday.

South Korea has demonstrated
sensitivity about upsetting China, its
largest trading partner, in the past. In
April 2008, for instance, South Korea

tamped public criticism in the wake
of an episode of violence by Chinese
college students in the country.

Since Mr. Isa was barred entry,
some participants in the event and
several nongovernmental organiza-
tions sent letters to South Korean
agencies to protest.
 —Jaeyeon Woo

contributed to this article.
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Brown urges EU to keep aiding economies
U.K. premier says
steps needed to ensure
recovery is on track

By Tom Barkley

WASHINGTON—Seeking to keep
up the pressure on G-20 leaders to
keep their pledge to help poorer
countries, the head of the Interna-
tional Monetary Fund on Thursday
estimated that about $55 billion in fi-
nancial assistance for low-income
countries will be needed during the
next two years.

IMF Managing Director Domin-
ique Strauss-Kahn said low-income
countries have been hit harder than
anticipated by the global slump, with
growth levels expected to fall to half
precrisis levels this year.

“I do expect a recovery in 2010,
when low-income countries should
be able to ride the wave of rising
world demand. But we cannot take
things for granted,” he said in pre-

pared remarks to
the Center for
Global Develop-
m e n t . M r.
Strauss-Kahn
called on rich
countries to fol-
low through
with promised
funding for their
poorer neigh-
bors. In the least,
they should
meet commit-
ments made at

the Gleneagles summit in 2005 to
raise aid by around $50 billion annu-
ally by 2010, he said.

Mr. Strauss-Kahn reiterated that
he expects the global economy to
emerge from recession during the
first half of next year. He said poorer
countries have weathered the glo-
bal recession better than in past cri-
ses with the help of sound economic
policies.

“This policy response, coupled
with the dawning of a global recov-
ery, leads me to be hopeful. But low-
income countries remain highly vul-
nerable and financing needs remain
great,” he said.

Much of that vulnerability stems
from theirrelianceon tradeand invest-
ment flows, which have fallen off
sharply during the crisis. The IMF ex-
pects exports among low-income
countries to decline as much as 16%
this year, along with a 25% drop in for-
eign-direct investment and a 10% de-
crease in remittances.

LEADING THE NEWS

British Prime Minister Gordon Brown arrives at an EU summit in Brussels on
Thursday. He recommended that nations continue stimulus plans.

IMF chief looks
to pressure G-20
on world’s poor

Dominique
Strauss-Kahn
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By Adam Cohen

BRUSSELS—Ending state sup-
port for the world’s largest econo-
mies too early could derail the recov-
ery that appears to be under way,
U.K. Prime Minister Gordon Brown
said before a summit of European
Union leaders in Brussels.

The government leaders met
Thursday to prepare a common ne-
gotiating stance before next week’s
meeting of leaders from the Group
of 20 industrial and developing na-
tions. Sweden’s Prime Minister Fre-
drik Reinfeldt, who ran the Brussels

summit, asked Mr. Brown to share
his views on the economic situation.

The U.K. prime minister told a
news briefing ahead of the summit
that he will recommend countries
“continue and cement” their cur-
rent fiscal-stimulus plans.

“We need to ensure that we take
the action necessary to ensure the
recovery happens and that the recov-
ery is not derailed,” Mr. Brown said.

He said he will also recommend
EU leaders support an expanded
role for the G-20 in managing the
global economy.

He said he wants the G-20 to be a
“permanent institution” for con-
fronting economic problems.

EU leaders want the G-20 meet-
ing in Pittsburgh next week to estab-
lish new rules to restrict bankers’
pay. Mr. Brown said there is no going
back to the old culture of lavish bo-

nuses in the banking sector.
“Irresponsible remuneration pol-

icies were one of the factors that put
the global economy at risk,” he said.

The U.K., until recently, had been
skeptical about French and German
calls for pay restrictions, saying any
curbs needed to be agreed at an in-
ternational level. Such a pact seems
possible, following a speech U.S.
President Barack Obama made on
Wall Street this week.

Mr. Brown noted that there was
widespread public outrage about ex-
cessive bonuses and the damage ex-
cessive risk-taking caused the glo-
bal economy. He added he is “not un-
happy” with the idea of sanctions
against banks that pay excessive bo-
nuses. A draft agreement suggests
the G-20 countries establish guide-
lines for pay and punish violations.
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Ralph Lauren takes
a patriotic spin
Design moves to capture

‘resilient spirit of America’;

a dreamy farmer’s daughter

Russian magnate pays $89 million for estate
Roman Abramovich acquires Governor Bay property on St. Barts from a co-founder of Web software maker ATG

HEARD ON THE RUNWAY
New York’s fashion week

It was hard, nay, impossible, to
miss the point of Ralph Lauren’s
runway collection, shown on
Thursday, the last day of New
York’s fashion week: When the go-
ing gets tough, the tough get back
to honest American working
clothes. That means jeans jackets,
striped cotton shirts, pink-flow-
ered sundresses.

Mr. Lauren is clearly optimis-
tic. As the runway swept through
51 looks, it moved on to better
times. Pinstriped suits with
knicker pants, breezy white lin-
ens and then silks, faded in a
denim blue.

Eventually, the economy got
positively fancy, with a metallic
silver dress. There was even a
swishy silver evening gown for
the dreamy farmer’s daughter
whose ship finally came in.

“I believe in the resilient
spirit of America,” Mr. Lauren
wrote in his show notes. “Hard
times seem to sharpen our capac-
ity for idealism and our optimism
that tomorrow will be a better
day.” —Christina Binkley

Proenza Schouler:
’80s to Space Age

Designers Lazaro Hernandez
and Jack McCollough debuted
poof-shouldered jackets (à la
1982) and some leather rocker
looks at the beginning of their
packed-house show Wednesday.
This was followed by a string of
looks with jackets tied snugly
around the models’ waists—so

snugly that it was difficult to tell
in some cases whether the jacket
was the skirt.

But these ’80s notes—risky, as
they’re likely to be short lived—in
the collection quickly morphed
into a mod series of vividly, darkly
colorful dresses with some gor-
geous batik prints. Chartreuse—
one of the season’s hot colors—pur-
ple, even a black and white leop-
ard pattern appeared, sometimes
with sequins and even feathers.

It was young and modern,
space-agey-clothes for nightclubs
and gallery openings and really
fun urban parties.
 —Christina Binkley

Anna Sui uses
the circus as muse

From the big-top background
to the organ music and the ring
leader hat, it was clear what Anna
Sui was going for with her

Wednesday show.
The designer, who made a

splash in the U.S. recently by
creating a line of “Gossip
Girl”-themed clothing for

Target, showed her circus-
inspired collection in—what
else?—the Tent at Bryant Park.

The looks, 52 in all, were
a spring twist on the fall line
she showed six months ago.
There were dresses paired
with vests, a few military-meets-
marching-band jackets and
boho tunics in animated prints.
She paired many of her shorter
dresses with fitted knee-length
shorts, an ’80s nod from the
largely hippie designer.
 —Elizabeth Holmes

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

The looks on Ralph Lauren’s runway revealed the designer’s optimism.

A view from the Caribbean estate, looking out toward Governor Bay, bought by Russian billionaire Roman Abramovich.

Proenza Schouler's
collection from

designers Lazaro
Hernandez and Jack

McCollough was
young and modern.(L
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By Juliet Chung

A 28-hectare estate on the Carib-
bean island of St. Barthelemy has
sold for $89 million to Russian bil-
lionaire Roman Abramovich, one of
the most expensive home purchases
ever.

The seller of the Governor Bay
property was Jeet Singh, co-
founder of Art Technology Group
Inc., now known as ATG, the Cam-
bridge, Mass., maker of Web soft-
ware used by retailers including Tar-
get and Best Buy.

Mr. Singh, 46 years old, had been
living on St. Barts part-time since he
left ATG in 2002 until this year,
when he moved to Paris.

“It was just sort of time to go,”
says Mr. Singh, who says he bought
the estate in 2000 and “didn’t lose
too much” on the deal. The estate
was a gathering place for his friends
and family, he says, and his band,
the Singhs, recorded their albums
there.

The buy by Mr. Abramovich, one
of a select group of Russian business-
men known as “oligarchs” and

owner of England’s Chelsea football
team, follows on his purchase for
nearly $50 million last year of two
homes in Snowmass, Colo. A spokes-
man for Mr. Abramovich declined to
comment

The estate runs behind the entire
length of the public Governor beach
and stretches behind it on land that
rises slightly and is shielded by
thick vegetation. There are several
Balinese bungalows scattered
around the estate that have ocean
views. There are also tennis courts,
two swimming pools and Balinese-
inspired music and dining pavilions
that are covered but open.

“It’s very open bungalows, and
it’s like you’re basically living on a
beach,” Mr. Singh says. “It’s not like
a lot of things you might see on St.
Barts which are kind of fancy.” David
Rockefeller bought the land in the
1960s, and it has since changed
hands several times.

Christian Wattiau, managing
partner of Sibarth Real Estate, a
Christie’s Great Estates affiliate,
was on both sides of the deal. He de-
clined to comment.

MARKETPLACE

Ana Sui showed her circus-inspired
collection Wednesday.
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Cautious Poland concerned about Washington’s decision

U.S. revises plans for defense in Europe
New strategy follows
reassessment of threat
posed by Iran missiles

I R A N

Tehran
Missile threat
The White House no longer 
considers Iran’s long-range 
missile capabilities an 
immediate threat, and is 
shifting its strategy toward 
defending against short- and 
medium-range ballistic missiles.
Approximate ranges:

Short-range miss
ile

Long-range missile

Source: EastWest Institute; Photo by Agence France-Presse/Getty Images

POLAND
Proposed interceptor missile launch site

CZECH REPUBLIC
Proposed radar site

Arabian Sea

An Iranian Shahab-3 
ballistic missile launches

By Marcin Sobczyk

And Marc Champion

The U.S. decision to shelve its bal-
listic-missile-shield plans for Cen-
tral Europe has stirred Polish fears
that it is becoming a second-class
U.S. ally whose interests come after
the wishes of Russia.

While Polish government offi-
cials gave a cautious and generally
upbeat assessment of the change in
U.S. strategy Thursday, many oth-
ers were concerned by what it said
about the changing focus of the
Obama administration.

“I don’t like this policy. It’s not
that we need the shield, but it’s
about the way we’re treated here,”
Lech Walesa, Poland’s first post-
Communist president, said in tele-
vised comments.

Poland, which broke away from
the Soviet-ruled camp in 1989 and
joined the North Atlantic Treaty Or-
ganization 10 years later, had hoped
the deployment of 10 interceptor
missiles and the stationing of U.S.
soldiers on its territory would im-
prove its security, ensuring that if
anyone attacked Poland the U.S.

would need to react.
Under Article 5 of the NATO

pact, an attack on one member state
is treated as an attack on all. De-
spite those assurances, Polish offi-
cials still see the country’s NATO sta-
tus as second-class and seek secu-
rity guarantees that go beyond Arti-
cle 5.

Poland has proved a staunch U.S.
ally. It sent thousands of troops to
fight in Iraq, siding with the U.S.
and Britain when Europe divided
over the invasion. Like the Bush ad-
ministration, Poland also keenly
supported Westward-leaning gov-
ernments and democratic elections
in the ex-Soviet states, particularly
in neighboring Ukraine. All of these
policies, however, have antago-
nized Russia, and the Obama admin-
istration is now trying to “reset”
the damaged U.S.-Russia relation-
ship.

“The American decision [to
shelve the missile program] was
made in the well-understood Ameri-
can interest that now means good re-
lations with Russia for which Presi-
dent Obama is ready to sacrifice the
interests of Central European coun-

tries,” said Zbigniew Lewicki, pro-
fessor of American studies at the
Warsaw University.

The conservative government
and president that came to power in
Warsaw in 2005 embraced the Bush
administration’s missile project.
Theyalsoenjoyed afraughtrelation-
ship with Poland’s two historic foes,
RussiaandGermany.Thursday,byco-

incidence, was the 70th anniversary
of the Soviet invasion of Poland in
1939, launched just weeks after Nazi
Germany began its assault. The two
powersdividedthecountrybetween
them.

But a new center-right govern-
ment that took power in Poland in
2007 proved more skeptical about
the U.S. project. It tried to improve

relations with Moscow and Berlin
and worried that while Iran was un-
likely to target Poland, hosting the
defense shield could trigger a re-
sponse against Poland from Russia.
The new government bargained to
get U.S. Patriot-missile batteries
and a bigger U.S. troop contingent
as part of the deal, delaying signa-
ture of the agreement until August
2008—just days after Russia’s brief
war with neighboring Georgia dem-
onstrated Moscow’s willingness to
use force.

Polish Foreign Minister Rado-
slaw Sikorski said he had received
assurances from Washington that
Poland would still get its Patriot mis-
siles, a legal requirement under the
2008 deal, and that it would play a
role in the revised missile-defense
system. “In presenting the proposal
for the new dispersed system of anti-
missile defense, the United States
have assured us that Poland will
also be a country which will receive
an offer to host elements of this sys-
tem on its territory,” Mr. Sikorski
told reporters in Warsaw.

U.S. and Polish officials had
hopedtobeginrotatingAmericanPa-

triot batteries based in Europe into
Poland for month-long tours by the
end of this year, but the slow pace of
negotiations is likely to put off the
first deployment until next year.

The U.S. missile shield has be-
come a contentious issue in domes-
tic Polish politics. The ousted con-
servatives accuse the current gov-
ernment of contributing to the U.S.
U-turn by delaying signature and
then ratification of the deal. The left-
wing Democratic Left Alliance, or
SLD, with roots in the pre-1989 com-
munist party, welcomed the shift.

“We know very well that if the
project was executed, Poland would
become a target for all the countries
that would like to attack the U.S.,”
said SLD leader Grzegorz Napieral-
ski. “This is a great failure of the en-
tire right-wing camp.”

The SLD, however, has been side-
lined in Polish politics. Unlike in the
Czech Republic, a majority of ordi-
nary Poles supported the U.S. mis-
sile-defense shield, according to the
most recent opinion poll, published
last month.
 —Peter Spiegel

contributed to this article.

LEADING THE NEWS

‘I don’t like this
policy,’ said Lech
Walesa, Poland’s
former president.

A WSJ NEWS ROUNDUP

WASHINGTON—The White
House announced Thursday that it
will scrap a Bush-era plan for an
Eastern European missile-defense
shield, saying a redesigned defen-
sive system would be cheaper,
quicker and more effective against
the threat from Iranian missiles.

The Bush plan had infuriated Rus-
sia, which argued the system was a
potential threat to its own intercon-
tinental ballistic missiles. U.S. offi-
cials repeatedly that insisted the lo-
cation and limited scale of the sys-
tem—a radar site in the Czech Re-
public and 10 interceptor missiles in
Poland—posed no threat to Russian
strategic arms.

U.S. President Barack Obama
said the new missile defense system
in Europe “will provide stronger,
smarter and swifter defenses of
American forces and America’s al-
lies.” The new plan “is more compre-
hensive than the previous program,
it deploys capabilities that are
proven and cost effective, and it sus-
tains and builds upon our commit-
ment to protect the U.S. homeland,”
he said in announcing the move
Thursday morning.

Defense Secretary Robert Gates
said the decision to abandon the
Bush administration’s plans came
about because of a change in the U.S.
perception of the threat posed by
Iran.

Mr. Gates said intelligence ex-
perts concluded the short- and me-
dium-range missiles were “develop-
ing more rapidly than previously
projected” in Iran. The findings are
a major reversal from the Bush ad-
ministration, which pushed aggres-
sively to begin construction of the
Eastern European system before
leaving office in January.

The Bush administration pro-
posed the European-based system
to counter the perceived threat of
Iran’s developing a nuclear weapon

that could be placed atop its increas-
ingly sophisticated missiles. There
is widespread disagreement over
the progress of Iran’s nuclear pro-
gram toward developing such a
weapon, but miniaturizing nuclear
weapons for use on long-range mis-
siles is one of the most difficult tech-
nological hurdles for an aspiring nu-
clear nation.

The Obama plan, by contrast,
will rely on sensors and interceptor
missiles based at sea, on land and in
the air to guard against Iranian
short- and medium-range missiles.

Republican backers of the Bush-
era shield program criticized the
move. Mr. Obama’s 2008 presiden-
tial opponent, Sen. John McCain of
Arizona, said in a statement: “Given
the serious and growing threats
posed by Iran’s missile and nuclear
programs, now is the time when we
should look to strengthen our de-
fenses, and those of our allies.” He
added: “Missile defense in Europe
has been a key component of this ap-
proach. I believe the decision to

abandon it unilaterally is seriously
misguided.”

Russia on Thursday welcomed
the news. “The Bush plans on the
missile defense as we knew them un-
til now were nothing more than a
provocation of security in the Euro-
pean region,” Dmitry Rogozin, Rus-
sia’s ambassador to the North Atlan-
tic Treaty Organization, said in a
phone interview.

NATO Secretary-General Anders
Fogh Rasmussen said the U.S. deci-
sion is a positive step. Mr. Fogh Ras-
mussen said he had talks with the
top U.S. envoy to the alliance Thurs-
day morning and that the full alli-
ance would be debriefed later in the
day.

Critics of the shift are bound to
view it as a gesture to win Russian co-
operation with U.S.-led efforts to seek
neweconomic sanctionsonIran ifTeh-
ran doesn’t abandon its nuclear pro-
gram. Russia, a permanent member of
the United Nations Security Council,
has opposed efforts to impose fresh
sanctions on Tehran.

Security Council members,
which include the U.S. and Russia,
will meet with Iranian negotiators
on Oct. 1 to discuss Iran’s nuclear
program.

European analysts said the
Obama administration would be
forced to work hard to convince
both sides the decision wasn’t made
to curry favor with Moscow and, in-
stead, relied only on the program’s
technical merits and analysis of
Iran’s missile capabilities.

For several years, the Pentagon’s
Missile Defense Agency has been
pushing for breaking ground in Po-
land and the Czech Republic, argu-
ing that construction must begin so
the system would be in place to
counter Tehran’s emerging long-
range-missile program, which intel-
ligence assessments determined
would produce an effective rocket
by about 2015.

But in recent months, several
prominent experts have ques-
tioned that timetable. A study by
Russian and U.S. scientists pub-

lished in May by the East-West In-
stitute, an international think
tank, played down the progress of
Iran’s long-range-missile pro-
gram. In addition, Gen. James Cart-
wright, the vice chairman of the
Joint Chiefs of Staff and an expert
in missile defense and space-
based weapons, said in a speech
last month that long-range capabil-
ities of both Iran and North Korea
“are not there yet.”

It isn’t an assessment that is
shared universally. Eric Edelman,
who oversaw missile-defense issues
at the Pentagon as undersecretary
of defense for policy in the Bush ad-
ministration, said intelligence re-
ports he reviewed were more trou-
bling.

“Maybe something really dra-
matic changed between Jan. 16 and
now in terms of what the Iranians
are doing with their missile system,
but I don’t think so,” Mr. Edelman
said, referring to his last day in of-
fice.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.70 $26.37 –0.17 –0.64%
Alcoa AA 38.90 14.05 –0.42 –2.90%
AmExpress AXP 11.30 35.00 –0.84 –2.34%
BankAm BAC 201.10 17.61 0.36 2.09%
Boeing BA 4.20 52.88 0.52 0.99%
Caterpillar CAT 14.80 53.89 1.27 2.41%
Chevron CVX 7.70 71.97 –0.48 –0.66%
CiscoSys CSCO 37.70 23.39 0.03 0.15%
CocaCola KO 12.10 53.42 0.75 1.42%
Disney DIS 13.20 28.46 0.09 0.32%
DuPont DD 6.70 33.69 –0.21 –0.62%
ExxonMobil XOM 18.60 69.84 –0.50 –0.71%
GenElec GE 247.30 16.66 –0.24 –1.42%
HewlettPk HPQ 11.30 45.71 0.07 0.15%
HomeDpt HD 12.70 27.92 –0.14 –0.50%
Intel INTC 58.20 19.41 –0.24 –1.22%
IBM IBM 7.70 121.88 0.06 0.05%
JPMorgChas JPM 33.30 44.96 0.31 0.69%
JohnsJohns JNJ 11.00 60.77 0.58 0.96%
KftFoods KFT 12.30 26.52 0.25 0.95%
McDonalds MCD 8.60 56.46 –0.01 –0.02%
Merck MRK 13.60 32.01 –0.16 –0.50%
Microsoft MSFT 38.20 25.30 0.10 0.40%
Pfizer PFE 38.90 16.32 –0.10 –0.61%
ProctGamb PG 9.00 55.53 0.22 0.40%
3M MMM 3.10 74.89 –0.49 –0.65%
TravelersCos TRV 7.10 47.70 –1.15 –2.35%
UnitedTech UTX 6.10 62.52 0.57 0.92%
Verizon VZ 37.50 29.51 –0.90 –2.96%
WalMart WMT 16.60 49.96 –0.08 –0.16%

Dow Jones Industrial Average P/E: 16
LAST: 9783.92 t 7.79, or 0.08%

YEAR TO DATE: s 1,007.53, or 11.5%

OVER 52 WEEKS t 1,235.77, or 11.2%

 Note: Price-to-earnings ratios are for trailing 12 months

10000

9500

9000

8500

8000

7500
19 26 2 10 17 24 31

July
7 14 21 28

Aug.
4 11

Sept.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

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

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

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

Seat Pagine Gialle 1914 –102 –252 –37 C de Aho Y Monte de Piedad de Madrid 195 ... –14 –30

Grohe Hldg 1608 –98 –202 –276 J Sainsbury  80 ... –3 –5

M real 1395 –38 –213 –621 Securitas 63 ... ... –4

Fiat 401 –29 –63 –121 Klepierre 242 1 –4 –13

Intl Pwr  435 –28 –48 –26 TNT  66 1 ... –11

Brit Awys  528 –25 –75 –156 Brit Telecom 124 1 –4 –6

Old Mut  441 –25 –114 –132 Norske Skogindustrier 1014 7 –108 –135

Stena Aktiebolag 680 –25 –94 –138 Carlton Comms 429 17 –22 –55

Corus Group 715 –23 –92 –144 ITV  449 19 –8 –51

Nielsen 602 –23 –66 –70 TUI 1037 26 –73 –588

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

Deutsche Bk Germany Banks $48.8 53.36 3.95% 6.1% –43.2%

Soc. Generale France Banks 47.1 55.00 3.77 –1.5 –54.1

Koninklijke Phlps Netherlands Consumer Electronics 25.3 17.65 2.53 –9.9 –35.9

HSBC Hldgs U.K. Banks 204.1 7.17 2.46 3.4 –14.3

UniCredit Italy Banks 66.2 2.68 2.39 0.2 –51.0

ArcelorMittal Luxembourg Iron & Steel $64.2 27.90 –2.09% –25.2 4.2

ABB Switzerland Industrial Machinery 47.7 21.14 –1.67 –0.3 32.9

SAP Germany Software 61.6 34.11 –1.46 –11.0 –12.1

BG Grp U.K. Integrated Oil & Gas 67.8 11.46 –1.21 10.6 79.2

GDF Suez France Multiutilities 102.3 30.70 –1.16 –5.9 0.1

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

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

BNP Paribas S.A. 88.1 57.16 2.38% –1.2% –32.2%
France (Banks)
Iberdrola S.A. 49.8 6.77 2.19 –1.6 –16.9
Spain (Conventional Electricity)
Diageo 44.5 9.75 2.15 –0.8 3.2
U.K. (Distillers & Vintners)
ING Groep 35.1 11.44 2.14 –32.0 –66.8
Netherlands (Life Insurance)
BP 190.1 5.56 1.64 19.8 –3.9
U.K. (Integrated Oil & Gas)
Sanofi-Aventis S.A. 95.3 49.15 1.36 7.1 –29.4
France (Pharmaceuticals)
Royal Dutch Shell A 104.8 20.04 1.24 –1.2 –22.3
U.K. (Integrated Oil & Gas)
Credit Suisse Grp 66.7 57.95 1.13 22.8 –21.5
Switzerland (Banks)
E.ON 84.5 28.64 1.09 –12.6 –11.9
Germany (Multiutilities)
British Amer Tob 66.3 19.81 1.07 8.3 33.0
U.K. (Tobacco)
Astrazeneca 66.5 27.68 0.89 14.6 –17.2
U.K. (Pharmaceuticals)
Nestle S.A. 163.6 43.96 0.73 –8.6 1.3
Switzerland (Food Products)
Rio Tinto 69.4 27.40 0.61 –9.3 34.4
U.K. (General Mining)
Vodafone Grp 135.1 1.40 0.57 16.9 20.7
U.K. (Mobile Telecommunications)
Bayer 58.7 48.15 0.38 –11.9 23.0
Germany (Specialty Chemicals)
Total S.A. 145.6 41.66 0.37 1.6 –17.8
France (Integrated Oil & Gas)
Siemens 89.5 66.42 0.33 2.2 –1.7
Germany (Diversified Industrials)
BHP Billiton 65.2 17.66 0.23 34.1 92.8
U.K. (General Mining)
Banco Santander 131.9 10.97 0.14 18.3 –5.8
Spain (Banks)
GlaxoSmithKline 111.2 11.77 0.09 –0.7 –17.5
U.K. (Pharmaceuticals)

Anglo Amer 47.2 21.25 0.02% 0.4% –5.9%
U.K. (General Mining)
Assicurazioni Gen 37.2 17.90 ... –11.9 –31.1
Italy (Full Line Insurance)
Intesa Sanpaolo 53.6 3.07 ... –13.4 –40.5
Italy (Banks)
Roche Hldg Part. Cert. 113.4 166.10 ... –9.2 –23.5
Switzerland (Pharmaceuticals)
BASF 49.5 36.55 –0.05 11.4 16.0
Germany (Commodity Chemicals)
UBS 66.4 19.19 –0.05 20.3 –70.7
Switzerland (Banks)
AXA S.A. 53.8 17.45 –0.11 –14.2 –40.2
France (Full Line Insurance)
ENI 104.0 17.61 –0.11 –3.5 –23.6
Italy (Integrated Oil & Gas)
L.M. Ericsson Tel B 31.8 73.00 –0.14 12.7 –42.3
Sweden (Telecommunications Equipment)
Telefonica S.A. 130.4 18.79 –0.19 10.9 40.8
Spain (Fixed Line Telecommunications)
Allianz SE 55.6 83.33 –0.24 –6.8 –38.5
Germany (Full Line Insurance)
Banco Bilbao Viz 67.9 12.28 –0.24 21.2 –31.2
Spain (Banks)
Deutsche Telekom 60.8 9.45 –0.26 –10.3 –23.5
Germany (Mobile Telecommunications)
Tesco 50.4 3.88 –0.26 0.2 3.0
U.K. (Food Retailers & Wholesalers)
Nokia 59.4 10.75 –0.37 –20.0 –29.4
Finland (Telecommunications Equipment)
Barclays 68.9 3.78 –0.46 25.7 –41.9
U.K. (Banks)
Unilever 48.1 19.03 –0.47 –4.7 –0.7
Netherlands (Food Products)
Novartis 127.9 49.80 –0.70 –14.1 –31.2
Switzerland (Pharmaceuticals)
Daimler 52.9 33.79 –0.84 –8.7 –14.4
Germany (Automobiles)
France Telecom 70.5 18.28 –1.11 –9.3 3.2
France (Fixed Line Telecommunications)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.38% 0.87% 2.1% 6.3% 4.2%
Event Driven 1.23% 2.01% 4.9% 11.1% -14.3%
Equity Market Neutral -0.26% -0.89% -0.4% -4.2% -9.0%
Equity Long/Short 0.71% 1.73% 4.2% 4.6% -8.0%

*Estimates as of 09/16/09, 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 0.83 104.56% 0.02% 1.87 0.81 1.20

Eur. High Volatility: 11/1 1.48 109.87 0.04 3.89 1.46 2.37

Europe Crossover: 11/2 5.25 116.95 0.10 6.51 5.18 5.97

Asia ex-Japan IG: 11/1 1.15 110.36 0.04 3.84 1.15 2.05

Japan: 11/1 1.65 115.09 0.05 4.33 1.41 2.18

 Note: Data as of September 16

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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U.S. preps for Iran talks—and new sanctions
Revised intelligence
on missile program
plays into strategy

LEADING THE NEWS

By Gerald F. Seib

The great Iran-engagement ex-
periment is about to begin. If it
doesn’t succeed, it will be followed
very shortly by more of the great
Iran-sanctions experiment.

That, in a nutshell, is what to ex-
pect in the next few weeks in the
high-stakes, cat-and-mouse game

the U.S. is playing
with Iran over its
nuclear program.
Most of the atten-
tion will be placed

on the engagement part, which is
the sexier follow-through on one of
President Barack Obama’s promi-
nent campaign pledges. But keep an
eye on the sanctions part; the gov-
ernment’s machinery already is mov-
ing on that front.

The starting bell for all this
sounds Oct. 1, when the U.S. and five

other world powers sit down with Ira-
nian officials for talks. The world
players—the five permanent mem-
bers of the United Nations Security
Council, plus Germany—want to talk
about getting Iran to stop enriching
uranium and to give U.N. nuclear in-
spectors greater access. Iran, if its
most recent communication is any
guide, wants to talk instead about
banning nuclear weapons around the
globe. That would happen to include
the nuclear arms held by the five U.N.
Security Council nations that will be
sitting across the table.

Not exactly promising ground-
work for talks, and there isn’t high
optimism they will produce much. If
that is the case, the Obama adminis-
tration will be moving on to figuring
out how to impose stiffer economic
sanctions on Iran.

In fact, lists of possible moves al-
ready are being drawn up quietly.
There will be an effort to get the Secu-
rity Council to adopt sanctions be-
yond those already on the books, but
Russia and China will pose problems.
The more important action likely
will be what the U.S. and its Western
allies agree among themselves to do.

The case for giving both diplo-
macy and sanctions time to work be-
fore hitting the Iran panic button has
been bolstered by the recent conclu-
sion of intelligence agencies that
Iran’s effort to develop long-range
missiles that could carry a weapon
isn’t moving ahead very briskly. The
most immediate impact of that find-
ing was the Obama administration’s
decision, disclosed by the Journal on
Thursday, to shelve a plan to build a
missile-defense system based in Eu-
rope. But the conclusion also has im-
plications for broader Iran strategy.

That isn’t to say the nuclear mat-
ter doesn’tremain urgent. Iran contin-
ues to enrich uranium, and Israel con-
tinues to watch nervously, the threat
of using its air force to strike nuclear
facilities still very much on the table.

One keenly interested observer
was in Washington this week. Yuval
Steinitz, Israel’s finance minister,
met administration and congres-
sional leaders, and his message
about Iran was, if not alarmist, at
least urgent. “We feel the time is re-
ally running out now,” Mr. Steinitz
said in an interview.

He knows diplomacy is about to be

tried, of course, and he has mixed feel-
ings about the sanctions that might
follow. “We are always very skeptical
about sanctions and rightfully so,” he
said. He added: “Maybe in the end you
willhaveto give Iran a military ultima-
tum” to get it to take the economic
pressure seriously.

Still, he acknowledged that sanc-
tions sometimes have impact, includ-
ing in Libya. And even in Iran, he
noted, economic pressure probably
prompted Tehran to put its nuclear-
weapons program on hold back in
2003. So, the minister concluded,
“it’s not impossible” for sanctions
to work. But which sanctions?

Sanctions on Iran’s financial sec-
tor, imposed by the U.S. and coaxed
upon its allies in recent years, have
had an effect, he said, so that is an
area to mine further. Mr. Steinitz
also suggested banning sales to Iran
of technology and equipment neces-
sary to keep its oil and gas fields pro-
ducing smoothly.

Iran also is highly dependent on
imports of gasoline and other re-
fined products, which is another
area of vulnerability. More dramati-
cally, Mr. Steinitz suggested that a

blockade of Iranian oil exports
ought to be on the table.

The Obama administration has at
its disposal the leading practitioner
of the art of imposing economic sanc-
tions onIran. He is Stuart Levey, an un-
dersecretary of the Treasury. Mr.
Levey composed in recent years the
sanctions that have had the most im-
pacton Iran:the ones that stop compa-
nies from doing business there by
blacklisting Iran’s major banks.

The success of that effort has
changed thinking about how to im-
pose economic pain. So has the con-
tinuing public unrest in Iran, in the
wake of last summer’s disputed presi-
dential election. Previously, Western
officials thought the goal of sanc-
tions ought to be to hurt the regime
and its officials, but to try to avoid hit-
ting average Iranians, lest they be
alienated from the U.S. and its allies.

Increasingly, officials think that
sanctions that hit Iranians in the
street might actually be beneficial,
because they might just add to the
unhappiness already being directed
at Iran’s own increasingly unpopu-
lar regime. Hence, more sanctions
might not be just more of the same.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.27% 18 DJ Global Index -a % % 220.55 0.37% –3.5% 4.11% 14 U.S. Select Dividend -b % % 615.06 0.32%–23.0%

2.00% 19 Global Dow 1232.30 0.15% –9.3% 1929.58 0.53% –7.0% 4.06% 18 Infrastructure 1348.10 0.26% –9.3% 1894.91 0.65% –7.0%

2.90% 43 Stoxx 600 246.10 0.53% –4.2% 271.00 0.92% –1.7% 1.45% 9 Luxury 844.50 0.26% 1.0% 1055.62 0.65% 3.6%

3.05% 27 Stoxx Large 200 262.20 0.51% –5.0% 287.17 0.90% –2.6% 5.69% 6 BRIC 50 395.60 0.14% 19.7% 556.07 0.52% 22.8%

2.17% -18 Stoxx Mid 200 232.80 0.40% 0.3% 254.97 0.79% 2.8% 4.00% 14 Africa 50 735.90 1.05% –13.5% 688.65 1.43% –11.3%

2.19% -91 Stoxx Small 200 147.80 1.00% 0.7% 161.80 1.39% 3.3% 3.23% 9 GCC % % 1520.84 1.61% –33.0%

2.93% 34 Euro Stoxx 270.90 0.54% –4.4% 298.36 0.93% –1.9% 2.76% 18 Sustainability 796.90 0.46% –5.3% 991.75 0.82% –2.9%

3.07% 21 Euro Stoxx Large 200 286.70 0.52% –5.3% 313.79 0.91% –2.9% 2.23% 15 Islamic Market -a % % 1876.48 0.17% –1.8%

2.21% -12 Euro Stoxx Mid 200 260.00 0.26% –0.8% 284.41 0.65% 1.8% 2.57% 14 Islamic Market 100 1594.00 –0.07% –5.9% 2010.70 0.29% –3.5%

2.44% 47 Euro Stoxx Small 200 163.90 1.54% 2.5% 179.18 1.93% 5.1% 2.57% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1419.80 0.83% –14.2% 1791.51 1.22% –12.0% 1.92% 19 DJ U.S. TSM % % 11079.61 0.33% –10.3%

4.20% 15 Euro Stoxx Select Div 30 1724.80 0.91% –7.1% 2184.82 1.30% –4.8% % DJ-UBS Commodity 121.00 –0.38% –26.5% 129.55 0.01% –24.6%

*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 1.1434 1.8910 1.1111 0.1668 0.0377 0.1958 0.0125 0.3057 1.6860 0.2266 1.0785 ...

 Canada 1.0603 1.7534 1.0303 0.1547 0.0350 0.1816 0.0116 0.2834 1.5633 0.2101 ... 0.9272

 Denmark 5.0465 8.3456 4.9038 0.7361 0.1665 0.8644 0.0554 1.3490 7.4411 ... 4.7597 4.4134

 Euro 0.6782 1.1216 0.6590 0.0989 0.0224 0.1162 0.0074 0.1813 ... 0.1344 0.6397 0.5931

 Israel 3.7409 6.1865 3.6351 0.5457 0.1234 0.6407 0.0410 ... 5.5160 0.7413 3.5283 3.2716

 Japan 91.1450 150.7310 88.5677 13.2950 3.0064 15.6113 ... 24.3645 134.3933 18.0610 85.9656 79.7109

 Norway 5.8384 9.6553 5.6733 0.8516 0.1926 ... 0.0641 1.5607 8.6087 1.1569 5.5066 5.1060

 Russia 30.3168 50.1364 29.4595 4.4222 ... 5.1927 0.3326 8.1041 44.7021 6.0075 28.5940 26.5136

 Sweden 6.8556 11.3374 6.6617 ... 0.2261 1.1742 0.0752 1.8326 10.1086 1.3585 6.4660 5.9956

 Switzerland 1.0291 1.7019 ... 0.1501 0.0339 0.1763 0.0113 0.2751 1.5174 0.2039 0.9706 0.9000

 U.K. 0.6047 ... 0.5876 0.0882 0.0199 0.1036 0.0066 0.1616 0.8916 0.1198 0.5703 0.5288

 U.S. ... 1.6537 0.9717 0.1459 0.0330 0.1713 0.0110 0.2673 1.4745 0.1982 0.9432 0.8746

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 329.00 –7.25 –2.16% 707.00 302.00
Soybeans (cents/bu.) CBOT 953.00 2.50 0.26% 1,557.50 670.00
Wheat (cents/bu.) CBOT 461.75 –5.50 –1.18 1,155.75 450.00
Live cattle (cents/lb.) CME 85.350 –1.300 –1.50 116.900 83.850
Cocoa ($/ton) ICE-US 3,074 unch. unch. 3,217 1,961
Coffee (cents/lb.) ICE-US 136.05 1.85 1.38 189.00 112.00
Sugar (cents/lb.) ICE-US 23.93 –0.07 –0.29 26.25 11.91
Cotton (cents/lb.) ICE-US 64.18 0.66 1.04 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,182.00 1 0.05 2,493 1,990
Cocoa (pounds/ton) LIFFE 1,977 –5 –0.25 2,011 1,187
Robusta coffee ($/ton) LIFFE 1,524 12 0.79 2,256 1,275

Copper (cents/lb.) COMEX 289.60 –4.05 –1.38 378.00 131.15
Gold ($/troy oz.) COMEX 1013.50 –6.70 –0.66 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1726.50 –16.50 –0.95 2,200.00 740.00
Aluminum ($/ton) LME 1,946.00 59.00 3.13 2,553.00 1,288.00
Tin ($/ton) LME 14,595.00 –5.00 –0.03 17,900.00 9,750.00
Copper ($/ton) LME 6,350.00 15.00 0.24 7,135.00 2,815.00
Lead ($/ton) LME 2,260.00 11.00 0.49 2,459.50 870.00
Zinc ($/ton) LME 1,945.00 50.50 2.67 1,986.00 1,065.00
Nickel ($/ton) LME 17,525 280 1.62 21,150 9,000

Crude oil ($/bbl.) NYMEX 72.94 0.07 0.10 125.63 45.87
Heating oil ($/gal.) NYMEX 1.8720 0.0143 0.77 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.8532 0.0031 0.17 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.455 –0.260 –5.51 12.405 3.491
Brent crude ($/bbl.) ICE-EU 71.55 –0.12 –0.17 143.75 45.37
Gas oil ($/ton) ICE-EU 601.50 23.25 4.02 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 17
Per In

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

Argentina peso-a 5.6456 0.1771 3.8288 0.2612

Brazil real 2.6587 0.3761 1.8031 0.5546

Canada dollar 1.5633 0.6397 1.0603 0.9432
1-mo. forward 1.5633 0.6397 1.0602 0.9432

3-mos. forward 1.5631 0.6397 1.0601 0.9433
6-mos. forward 1.5631 0.6397 1.0601 0.9433

Chile peso 805.45 0.001242 546.25 0.001831
Colombia peso 2886.89 0.0003464 1957.88 0.0005108

Ecuador US dollar-f 1.4745 0.6782 1 1
Mexico peso-a 19.4801 0.0513 13.2113 0.0757

Peru sol 4.2687 0.2343 2.8950 0.3454
Uruguay peso-e 32.365 0.0309 21.950 0.0456

U.S. dollar 1.4745 0.6782 1 1
Venezuela bolivar 3.17 0.315837 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6860 0.5931 1.1434 0.8746
China yuan 10.0658 0.0993 6.8266 0.1465

Hong Kong dollar 11.4276 0.0875 7.7502 0.1290
India rupee 70.9382 0.0141 48.1100 0.0208

Indonesia rupiah 14295 0.0000700 9695 0.0001032
Japan yen 134.39 0.007441 91.15 0.010972

1-mo. forward 134.36 0.007442 91.13 0.010974
3-mos. forward 134.31 0.007446 91.09 0.010978

6-mos. forward 134.17 0.007453 91.00 0.010989
Malaysia ringgit-c 5.1173 0.1954 3.4705 0.2881

New Zealand dollar 2.0698 0.4831 1.4037 0.7124
Pakistan rupee 122.383 0.0082 83.000 0.0120

Philippines peso 70.334 0.0142 47.700 0.0210
Singapore dollar 2.0834 0.4800 1.4130 0.7077

South Korea won 1781.20 0.0005614 1208.00 0.0008278
Taiwan dollar 47.722 0.02095 32.365 0.03090
Thailand baht 49.698 0.02012 33.705 0.02967

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

Euro zone euro 1 1 0.6782 1.4745

1-mo. forward 1.0000 1.0000 0.6782 1.4745

3-mos. forward 1.0001 0.9999 0.6782 1.4744

6-mos. forward 1.0001 0.9999 0.6783 1.4743

Czech Rep. koruna-b 25.123 0.0398 17.038 0.0587

Denmark krone 7.4411 0.1344 5.0465 0.1982

Hungary forint 270.61 0.003695 183.53 0.005449

Norway krone 8.6087 0.1162 5.8384 0.1713

Poland zloty 4.1170 0.2429 2.7922 0.3581

Russia ruble-d 44.702 0.02237 30.317 0.03299

Sweden krona 10.1086 0.0989 6.8556 0.1459

Switzerland franc 1.5174 0.6590 1.0291 0.9717

1-mo. forward 1.5171 0.6592 1.0289 0.9719

3-mos. forward 1.5163 0.6595 1.0283 0.9725

6-mos. forward 1.5145 0.6603 1.0271 0.9736

Turkey lira 2.1628 0.4624 1.4668 0.6818

U.K. pound 0.8916 1.1216 0.6047 1.6538

1-mo. forward 0.8917 1.1215 0.6047 1.6536

3-mos. forward 0.8916 1.1215 0.6047 1.6537

6-mos. forward 0.8913 1.1219 0.6045 1.6543

MIDDLE EAST/AFRICA
Bahrain dinar 0.5559 1.7990 0.3770 2.6526

Egypt pound-a 8.1202 0.1231 5.5071 0.1816

Israel shekel 5.5160 0.1813 3.7409 0.2673

Jordan dinar 1.0436 0.9582 0.7078 1.4129

Kuwait dinar 0.4217 2.3713 0.2860 3.4965

Lebanon pound 2215.44 0.0004514 1502.50 0.0006656

Saudi Arabia riyal 5.5297 0.1808 3.7503 0.2666

South Africa rand 10.8932 0.0918 7.3877 0.1354

United Arab dirham 5.4159 0.1846 3.6731 0.2723

SDR -f 0.9288 1.0767 0.6299 1.5876

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 600 246.10 1.28 0.52% 25.0% –4.2%

 21 DJ Stoxx 50 2485.60 12.12 0.49 20.3% –3.3%

 34 Euro Zone DJ Euro Stoxx 270.94 1.45 0.54 21.6% –4.4%

 29 DJ Euro Stoxx 50 2895.45 13.17 0.46 18.1% –3.5%

 16 Austria ATX 2613.39 30.80 1.19 49.3% –9.3%

 14 Belgium Bel-20 2504.20 4.02 0.16 31.2% –10.0%

 12 Czech Republic PX 1164.4 9.6 0.83 35.7% –1.2%

 19 Denmark OMX Copenhagen 318.56 –0.64 –0.20% 40.8% –8.4%

 15 Finland OMX Helsinki 6632.35 40.68 0.62 22.7% –6.9%

 16 France CAC-40 3835.27 21.48 0.56 19.2% –3.1%

 20 Germany DAX 5731.14 30.88 0.54 19.1% –2.3%

 … Hungary BUX 20650.96 433.51 2.14 68.7% 18.2%

 17 Ireland ISEQ 3469.49 105.01 3.12 48.1% –7.5%

 13 Italy FTSE MIB 23583.01 117.52 0.50 21.2% –8.1%

 … Netherlands AEX 313.88 1.12 0.36 27.6% –10.7%

 14 Norway All-Shares 373.70 1.96 0.53 38.3% –3.8%

 17 Poland WIG 36923.88 288.90 0.79 35.6% 0.9%

 17 Portugal PSI 20 8462.59 124.59 1.49 33.5% 9.9%

 … Russia RTSI 1231.41 –15.40 –1.24% 94.9% 16.3%

 11 Spain IBEX 35 11771.0 24.1 0.21% 28.0% 10.7%

 15 Sweden OMX Stockholm 287.39 1.39 0.49 40.7% 16.1%

 14 Switzerland SMI 6317.72 17.81 0.28 14.2% –4.6%

 9 Turkey ISE National 100 46965.56 284.90 0.61 74.8% 45.8%

 13 U.K. FTSE 100 5163.95 39.82 0.78 16.5% 5.8%

 53 ASIA-PACIFIC DJ Asia-Pacific 121.42 1.25 1.04 29.7% 8.2%

 … Australia SPX/ASX 200 4714.9 64.5 1.39 26.7% 2.3%

 … China CBN 600 26602.13 494.81 1.90 80.2% 75.3%

 22 Hong Kong Hang Seng 21768.51 365.59 1.71 51.3% 23.5%

 20 India Sensex 16711.11 34.07 0.20 73.2% 25.5%

 … Japan Nikkei Stock Average 10443.80 173.03 1.68 17.9% –9.1%

 … Singapore Straits Times 2672.60 –1.82 –0.07 51.7% 10.5%

 11 South Korea Kospi 1695.47 12.14 0.72 50.8% 21.8%

 19 AMERICAS DJ Americas 282.30 –0.67 –0.24 24.8% –5.8%

 … Brazil Bovespa 60424.05 13.39 0.02 60.9% 28.2%

 19 Mexico IPC 30017.84 392.82 1.33 34.1% 27.2%

*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. 17, 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* 289.75 1.71% 27.3% –14.2%

2.60% 21 World (Developed Markets) 1,138.33 1.65% 23.7% –15.4%

2.40% 23 World ex-EMU 132.39 1.56% 23.0% –15.2%

2.50% 23 World ex-UK 1,133.82 1.60% 22.7% –15.1%

3.20% 20 EAFE 1,565.24 1.77% 26.5% –14.0%

2.50% 16 Emerging Markets (EM) 913.51 2.18% 61.1% –4.5%

3.60% 14 EUROPE 85.08 1.42% 22.5% –15.5%

3.90% 14 EMU 181.03 2.07% 27.4% –16.4%

3.40% 16 Europe ex-UK 93.95 1.41% 21.1% –14.6%

4.20% 12 Europe Value 97.77 1.67% 26.1% –14.4%

2.90% 17 Europe Growth 71.88 1.15% 18.9% –16.7%

2.70% 17 Europe Small Cap 155.89 1.51% 54.4% –9.8%

2.30% 8 EM Europe 248.99 1.99% 56.8% –29.1%

4.00% 11 UK 1,524.56 1.63% 16.0% –8.9%

2.80% 20 Nordic Countries 134.36 1.46% 37.0% –17.8%

1.80% 7 Russia 682.18 1.68% 65.5% –35.0%

3.40% 13 South Africa 686.06 1.41% 18.5% –0.0%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 389.30 2.56% 57.4% –0.1%

1.70% -72 Japan 576.61 0.01% 8.8% –27.2%

2.30% 16 China 61.79 2.25% 51.5% 5.9%

1.00% 20 India 662.36 1.15% 79.4% 13.5%

0.90% 24 Korea 477.83 2.14% 55.7% 18.3%

2.90% 31 Taiwan 272.26 1.16% 57.0% 0.4%

2.00% 28 US BROAD MARKET 1,189.00 1.61% 21.0% –16.0%

1.40% -47 US Small Cap 1,645.14 2.17% 31.9% –13.0%

3.50% 14 EM LATIN AMERICA 3,615.13 2.31% 74.0% –8.8%

*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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American Airlines sets deals for $2.9 billion in financing

By Daniel Michaels

TOULOUSE, France—Despite
signs that the global plunge in air-
line traffic is bottoming out, Euro-
pean plane maker Airbus may need
to cut production next year, based
on concerns about airlines’ finances
and tight credit conditions, Chief Ex-
ecutive Tom Enders said Thursday.

Airbus, a unit of European Aero-
nautic Defence & Space Co., expects
this year to match or exceed last
year’s production of 483 jetliners, a
record for the company. But airlines’
deteriorating financial conditions
and carriers’ troubles funding air-
plane purchases amid the credit cri-
sis could force Airbus to throttle
back, Mr. Enders said in an interview.

“I think we still have two difficult
years ahead of us,” Mr. Enders said.

In October, Airbus shelved plans
to boost production and in February
started trimming output of various
models by as much as 22%. “I cer-
tainly do not exclude that we will cut

back production even more,” Mr.
Enders said.

His cautious message came as
Airbus’s marketers slightly in-
creased their forecast of long-term
jetliner demand. The company ex-
pects airlines world-wide to need
24,097 new planes of more than 100
seats each through 2028, Chief Oper-
ating Officer John Leahy told a news
conference in London Thursday.
Early last year, Airbus forecast de-
mand for 23,385 new passenger jets
over the next 20 years.

Airbus said in a statement that
air traffic over the next two decades
“will remain resilient to the cyclical
effects of the sector” and grow by
4.7% annually. In its previous fore-
cast, Airbus predicted an annual
rise in traffic of 4.9%, as measured
by both the number of paying pas-
sengers and the distance they fly.

Such long-term optimism con-
trasts sharply with current condi-
tions. Air traffic has been falling
since early 2008, according to the In-
ternational Air Transport Associa-
tion, though the rate of decline has
slowed—to roughly 3% in July from
11% in March. But IATA warned that
airlines have been filling planes by
slashing fares, which saps their fi-
nancial strength.

On Monday the trade group fore-
cast its members will lose $11 billion
this year and nearly $4 billion next
year. It also raised its estimate of
members’ losses for 2008 to $16.8
billion.

Many aviation financiers are
doubtful airlines will recover soon.
“As long as people in developed
economies continue to lose jobs,
there’s no way the transport indus-
try can think about a recovery,” said
Bertrand Grabowski, a managing di-

rector of DVB Bank SE in London,
who works extensively in the sector.

Airbus and U.S. rival Boeing Co.
are both monitoring airlines’ finan-
cial health and juggling airplane de-

livery schedules to fill orders from
stronger carriers first. Boeing in
April said it will cut production of
its popular 777 widebody model by
almost 30% starting next June.

Both companies have faced a rise
in order deferrals and cancellations
this year as the flow of new con-
tracts has slowed sharply. Airbus
had 21 cancellations through Aug.
31, compared with 147 total new or-
ders and 777 net orders last year.
Boeing had 91 cancellations against
161 new orders through Sept. 8 and
662 net orders last year.

“What we can deliver depends
on the health of our customers,” Mr.
Enders said in the interview.

Indications that some major
economies have stopped shrinking
might not promise any relief for air-
lines, Mr. Enders said. Air-traffic vol-
umes are closely tied to economic
growth, but rising fuel prices could
outpace any increase in airline
ticket prices and further squeeze
carriers, industry analysts say.

Many airlines are also struggling
to raise debt to buy planes or fund in-
stallment payments as planes are be-
ingbuilt.Carriersworld-widealsoare
hoarding cash to prepare for the win-
ter, when air traffic normally drops.

If airlines struggle to fund pur-
chases next year, Airbus and Boeing
could lend customers money from
their own coffers, as many industrial
companies do and both plane makers
have done in previous downturns.
Neither has needed to offer signifi-
cant customer financing in the past
year because airlines and leasing
companies have borrowed money on
their own, but industry officials say
that could change next year if credit
conditions don’t ease more.

Mr. Enders said Airbus has “some
leeway if it’s necessary and reason-
able” to underwrite more of its own
sales. “But we’re not going to stu-
pidly pump as many aircraft as possi-
ble into the market by essentially
buying our own products,” he said.

Output cut possible at Airbus next year
CEO cites concerns about impact of weak airline finances and tight credit on near-term demand for jetliners

American Airlines will restructure its route network to add service at its major
hubs while pruning unprofitable business.

Airbus CEO Tom Enders at a news conference in China in June. Mr. Enders said in
an interview Thursday that he thinks Airbus has two difficult years ahead of it.

By Mike Esterl

American Airlines parent AMR
Corp. secured $2.9 billion in financ-
ing, easing looming liquidity con-
cerns and fanning optimism that
cash-strapped, recession-battered
U.S. carriers are turning a corner.

Thursday’s announcement came
a day after Delta Air Lines Inc.
moved to raise $1.5 billion in loans
and bonds—another sign that capi-
tal markets are opening more
widely for the U.S. airline industry
as it heads into the winter flying sea-
son, when carriers typically burn
through cash.

The big financing deals come on
the heels of improved revenue and
profit outlooks by carriers in recent
days. That suggests the worst may fi-
nally be behind the industry after
several quarters of big losses and
plunging traffic as the global eco-
nomic downturn slammed the
brakes on travel budgets.

“Capital markets are still con-
strained and there’s plenty of diffi-
culty. But I think for companies with
a good franchise and a track record,
there is good access,” Thomas Hor-
ton, American’s chief financial of-
ficer, said in an interview.

American, the No. 2 U.S. airline
by revenue, said it raised $1.6 billion
in sale-leaseback financing from GE
Capital Aviation Services for Boeing
737s that it previously ordered. It
also obtained a $280 million loan
from the General Electric Corp. unit

and received $1 billion from the ad-
vance sale of frequent-flier miles to
Citigroup Inc.

Shares of AMR, which is based in
Fort Worth, Texas, were up 19% at
$8.77 in late trading on the New York
Stock Exchange. The broader NYSE
Arca Airline index has jumped about
25% this month as investors have
grown more comfortable about the
near-term prospects of carriers,
most of whom, including American
and Delta, are saddled with specula-
tive-grade credit ratings.

Delta, the world’s largest airline
by revenue, said Monday that reve-
nue per available seat mile, a key in-
dustry measurement, should show
slight improvement this quarter and
improveagainintheyear’sfinalthree
months from preceding quarters.

UAL Corp.’s United Airlines, the
No. 3 U.S. carrier, predicted Wednes-
day that unit revenue in the third
quarter wouldn’t be as bad as in the
second and that it would end this
month with a better-than-expected
cash balance of $2.6 billion. South-
west Airlines Co., the largest U.S.
discount carrier, reported earlier
this month that traffic rose slightly
in August.

Michael Derchin, an analyst at
FTN Equity Capital Markets, said
there is growing evidence that the
airline industry bottomed out in the
second quarter. Near-term bank-
ruptcy filings by major carriers also
appear unlikely, he added, given
that carriers have been able to tap

capital markets after being frozen
out earlier this year.

“We’re not talking about good.
We’re talking about less bad,” Mr.
Derchin said.

The International Air Transport
Association predicted this week
that airlines would lose $11 billion
globally this year after losing $16.8
billion in 2008. Industry revenue
will tumble $80 billion, or 15%, this
year from last, the trade group
added.

But U.S. airlines are faring better
than rivals in Europe and Asia, who
were slower to slash capacity and are
more exposed to premium-class and

cross-border traffic, which have been
hit hardest by the recession. North
American carriers are expected to
lose $2.6 billion this year, compared
with losses of $3.6 billion and $3.8 bil-
lion by Asian and European carriers,
respectively, IATA said.

A big question for the industry is
whether business travelers will
start flying again in higher numbers
this autumn after many U.S. carriers
relied heavily on leisure travelers
and fare sales to fill airplanes over
the summer.

“There’s a big dependence on the
front-end passenger, and there’s no
evidence that passenger’s coming

back,” said Roger King, an airline an-
alyst at CreditSights in New York.

He thinks some carriers still
could file for bankruptcy protection,
a common occurrence earlier this de-
cade, in coming months if business
travel budgets don’t rebound.

Mr. Horton, American’s finance
chief, said he believes Thursday’s fi-
nancing deals take liquidity ques-
tions “off the table” for his carrier
but said there still are questions
about when profit and revenue will
turn positive.

“I certainly hope the industry is
beginning to turn. I think it’s really
too early to say,” he said. Further
consolidation “is conceivable.”

American is trying to forge a far-
ranging joint venture with Japan
Airlines Corp. to buttress its the
U.S. carrier’s Asian business. Ameri-
can also is attempting to secure anti-
trust approval for a similar arrange-
ment with British Airways PLC for
trans-Atlantic flights.

American said Thursday it ex-
pects to increase capacity 1% next
year as it resumes Mexican flights
that were suspended because of the
swine flu and as it launches flights
between Chicago and Beijing.

The airline also plans to shake up
its domestic routes, increasing the
number of flights from its main air-
ports of Dallas/Fort Worth, Chicago,
Miami, New York and Los Angeles
while cutting back in less-trafficked
cities such as St. Louis and Ra-
leigh/Durham, N.C.

CORPORATE NEWS
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Note: 2009 figures through Aug. 31.
Source: the companies

Experiencing turbulence
Airbus and Boeing orders and 
deliveries, three-year moving 
average

1992 ’95 ’00 ’05

0

500

1,000

1,500

2,000

2,500
Orders

Deliveries

6 FRIDAY - SUNDAY, SEPTEMBER 18 - 20, 2009 T H E WA L L ST R E ET JO U R NA L .

EFG-Hermes MEDA* GL EQ BMU 07/31 USD 22.51 7.4 –41.0 –12.4
EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/13 SAR 5.67 19.6 –32.1 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 09/16 USD 338.69 37.9 16.6 6.3
Sel Emerg Mkt Equity GL EQ GGY 09/16 USD 199.93 52.6 10.9 –9.5
Sel Euro Equity EUR US EQ GGY 09/16 EUR 96.01 26.9 –11.1 –20.6
Sel European Equity EU EQ GGY 09/16 USD 186.90 35.9 –3.1 –17.8
Sel Glob Equity GL EQ GGY 09/16 USD 188.55 31.3 –6.8 –17.5
Sel Glob Fxd Inc GL BD GGY 09/16 USD 140.46 8.9 1.1 –1.0
Sel Pacific Equity AS EQ GGY 09/16 USD 139.73 54.6 12.5 –7.8
Sel US Equity US EQ GGY 09/16 USD 120.47 19.6 –13.2 –16.1
Sel US Sm Cap Eq US EQ GGY 09/16 USD 171.60 31.2 –13.0 –16.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/16 EUR 26.63 1.5 –35.2 –45.1
MP-TURKEY.SI OT OT SVN 09/16 EUR 30.97 58.6 4.5 –21.1

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 09/16 EUR 3.28 56.2 –42.5 –40.3
Parex Eastern Europ Bal OT OT LVA 09/16 EUR 12.95 50.9 –2.2 –3.4
Parex Eastern Europ Bd EU BD LVA 09/16 USD 13.78 58.0 2.0 1.4
Parex Russian Eq EE EQ LVA 09/16 USD 17.74 104.8 2.8 –17.1

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 09/17 USD 164.31 48.2 15.5 –13.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/17 USD 156.76 47.3 14.5 –14.7
PF (LUX)-Biotech-Pca OT EQ LUX 09/16 USD 298.78 4.8 –15.9 –5.3
PF (LUX)-CHF Liq-Pca CH MM LUX 09/16 CHF 124.23 0.2 0.4 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/16 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/16 USD 108.77 33.8 12.0 –7.0
PF (LUX)-East Eu-Pca EU EQ LUX 09/16 EUR 272.83 104.3 –0.6 –21.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/17 USD 492.47 61.9 12.5 –13.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/16 EUR 97.26 27.2 –4.2 –15.9
PF (LUX)-EUR Bds-Pca EU BD LUX 09/16 EUR 381.74 2.2 4.5 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/16 EUR 290.50 2.2 4.5 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/16 EUR 143.81 15.1 11.8 4.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/16 EUR 101.10 15.1 11.8 4.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/16 EUR 135.57 50.3 4.6 –2.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/16 EUR 78.59 50.3 4.6 –2.6
PF (LUX)-EUR Liq-Pca EU MM LUX 09/16 EUR 135.86 0.9 1.8 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/16 EUR 97.91 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/16 EUR 102.38 0.5 1.4 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/16 EUR 101.01 0.5 1.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/16 EUR 392.53 28.3 –6.9 –20.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/16 EUR 128.24 26.8 –4.7 –18.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/16 USD 239.33 26.3 22.0 11.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/16 USD 162.81 26.3 22.0 11.4
PF (LUX)-Gr China-Pca AS EQ LUX 09/17 USD 329.42 54.9 25.0 –8.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/17 USD 334.40 74.5 21.9 –6.6
PF (LUX)-Jap Index-Pca JP EQ LUX 09/17 JPY 9039.78 11.0 –15.9 –21.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/17 JPY 7991.06 9.5 –19.9 –26.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/17 JPY 7764.76 9.0 –20.4 –26.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/17 JPY 4525.09 15.3 –13.9 –20.8
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/16 USD 48.97 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/17 USD 256.77 62.2 17.0 –6.6
PF (LUX)-Piclife-Pca CH BA LUX 09/16 CHF 777.52 12.8 0.4 –5.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/16 EUR 58.81 33.2 –5.3 –14.7
PF (LUX)-Rus Eq-Pca OT OT LUX 09/16 USD 54.01 136.5 6.4 NS
PF (LUX)-Security-Pca GL EQ LUX 09/16 USD 93.57 31.0 4.7 –9.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/16 EUR 444.32 36.2 –4.9 –17.3
PF (LUX)-US Eq-Ica US EQ LUX 09/16 USD 98.80 21.0 –11.9 –11.3
PF (LUX)-USA Index-Pca US EQ LUX 09/16 USD 86.62 19.5 –10.5 –13.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/16 USD 510.50 –3.8 3.0 5.6

PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/16 USD 374.60 –3.7 3.0 5.6
PF (LUX)-USD Liq-Pca US MM LUX 09/16 USD 130.99 0.6 1.1 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/16 USD 85.53 0.6 1.1 2.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/16 USD 101.56 0.3 1.1 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/16 USD 100.85 0.3 1.1 NS
PF (LUX)-Water-Pca GL EQ LUX 09/16 EUR 117.42 14.0 –10.7 –12.9
PF (LUX)-WldGovBds-Pca GL BD LUX 09/17 USD 167.44 1.6 10.6 8.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/17 USD 138.59 1.6 10.6 8.9

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 09/16 USD 12.13 54.7 8.5 –7.7
Japan Fund USD JP EQ IRL 09/17 USD 17.28 17.6 22.4 –0.1
Polar Healthcare Class I USD OT OT IRL 09/16 USD 12.43 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/16 USD 12.43 NS NS NS

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/09 USD 110.72 91.9 4.6 2.1

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/16 EUR 688.15 22.1 –7.1 –16.9
Core Eurozone Eq B EU EQ IRL 09/16 EUR 811.37 23.4 –3.6 NS
Euro Fixed Income A EU BD IRL 09/16 EUR 1204.14 6.4 0.7 –2.5
Euro Fixed Income B EU BD IRL 09/16 EUR 1283.28 6.8 1.3 –1.9
Euro Small Cap A EU EQ IRL 09/16 EUR 1176.00 38.7 –7.4 –21.8
Euro Small Cap B EU EQ IRL 09/16 EUR 1257.52 39.3 –6.8 –21.4
Eurozone Agg Eq A EU EQ IRL 09/16 EUR 644.01 29.6 –5.1 –18.5
Eurozone Agg Eq B EU EQ IRL 09/16 EUR 923.93 30.1 –4.5 –18.0
Glbl Bd (EuroHdg) A GL BD IRL 09/16 EUR 1342.79 12.1 5.2 2.0
Glbl Bd (EuroHdg) B GL BD IRL 09/16 EUR 1422.79 12.6 5.9 2.7
Glbl Bd A EU BD IRL 09/16 EUR 1064.09 8.5 4.5 1.3
Glbl Bd B EU BD IRL 09/16 EUR 1131.29 9.0 5.2 1.9
Glbl Real Estate A OT EQ IRL 09/16 USD 881.01 32.2 –15.0 –19.1
Glbl Real Estate B OT EQ IRL 09/16 USD 906.69 32.7 –14.5 –18.6
Glbl Real Estate EH-A OT EQ IRL 09/16 EUR 790.31 26.0 –19.1 –20.9
Glbl Real Estate SH-B OT EQ IRL 09/16 GBP 74.23 25.2 –19.9 –20.5
Glbl Strategic Yield A EU BD IRL 09/16 EUR 1500.88 32.8 5.2 0.5
Glbl Strategic Yield B EU BD IRL 09/16 EUR 1603.30 33.3 5.8 1.1
Japan Equity A JP EQ IRL 09/16 JPY 11956.04 15.7 –12.4 –22.2
Japan Equity B JP EQ IRL 09/16 JPY 12721.08 16.2 –11.9 –21.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/16 USD 2123.74 65.1 22.9 –7.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/16 USD 2262.56 65.8 23.7 –7.0
Pan European Eq A EU EQ IRL 09/16 EUR 937.06 30.4 –4.0 –17.9
Pan European Eq B EU EQ IRL 09/16 EUR 997.18 31.0 –3.5 –17.5
US Equity A US EQ IRL 09/16 USD 841.48 25.8 –11.6 –14.2
US Equity B US EQ IRL 09/16 USD 899.38 26.3 –11.1 –13.6
US Small Cap A US EQ IRL 09/16 USD 1245.96 23.9 –14.6 –15.1
US Small Cap B US EQ IRL 09/16 USD 1332.51 24.4 –14.1 –14.6

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/17 EUR 13.91 –1.5 11.4 12.5
Asset Sele C H-CHF OT OT LUX 09/17 CHF 96.61 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/17 GBP 97.72 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/17 JPY 9699.61 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/17 NOK 111.51 –0.9 NS NS
Asset Sele C H-SEK OT OT LUX 09/17 SEK 139.70 –2.0 12.1 12.9
Asset Sele C H-USD OT OT LUX 09/17 USD 97.49 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/17 SEK 131.10 –2.0 NS NS
Choice Global Value -C- GL EQ LUX 09/17 SEK 72.03 19.7 –8.0 –22.6
Choice Global Value -D- OT OT LUX 09/17 SEK 69.01 19.7 –8.0 NS
Choice Global Value -I- OT OT LUX 09/17 EUR 6.35 30.5 –11.5 –25.1
Choice Japan Fd -C- OT OT LUX 09/17 JPY 49.08 9.2 –16.4 –23.5
Choice Japan Fd -D- OT OT LUX 09/17 JPY 44.13 9.2 –16.3 –23.4
Choice Jpn Chance/Risk JP EQ LUX 09/17 JPY 50.98 13.8 –18.1 –25.7
Choice NthAmChance/Risk US EQ LUX 09/17 USD 3.83 36.9 –10.7 –12.3
Ethical Europe Fd OT OT LUX 09/17 EUR 1.89 26.8 –8.9 –21.8
Europe 1 Fd OT OT LUX 09/17 EUR 2.72 30.5 –7.3 –21.5
Europe 3 Fd EU EQ LUX 09/17 EUR 3.90 27.8 –9.6 –22.2
Global Chance/Risk Fd GL EQ LUX 09/17 EUR 0.58 22.8 –8.6 –16.4
Global Fd -C- OT OT LUX 09/17 USD 2.09 25.6 –7.0 –15.2
Global Fd -D- OT OT LUX 09/17 USD 1.31 25.6 NS NS
Nordic Fd OT OT LUX 09/17 EUR 5.39 31.6 5.1 –12.6

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/17 USD 7.02 55.1 22.4 –9.5

Choice Asia ex. Japan -D- OT OT LUX 09/17 USD 1.24 55.0 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/17 EUR 10.42 –4.5 –2.6 0.9
Currency Alpha EUR -RC- OT OT LUX 09/17 EUR 10.34 –4.9 –3.0 0.4
Currency Alpha SEK -ID- OT OT LUX 09/17 SEK 96.94 –8.2 –6.5 NS
Currency Alpha SEK -RC- OT OT LUX 09/17 SEK 104.38 –4.9 –3.0 0.4
Generation Fd 80 OT OT LUX 09/17 SEK 7.49 17.3 –3.4 –13.5
Nordic Focus EUR NO EQ LUX 09/17 EUR 75.74 51.8 3.4 NS
Nordic Focus NOK NO EQ LUX 09/17 NOK 81.22 51.8 3.4 NS
Nordic Focus SEK NO EQ LUX 09/17 SEK 81.47 51.8 3.4 NS
Russia Fd OT OT LUX 09/17 EUR 7.53 125.7 17.5 –15.1

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/17 USD 1.73 24.7 –9.2 –14.6
Ethical Glbl Fd -C- OT OT LUX 09/17 USD 0.81 18.0 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/17 USD 0.79 32.0 –1.7 –13.9
Ethical Sweden Fd NO EQ LUX 09/17 SEK 39.82 44.4 19.4 –6.0
Index Linked Bd Fd SEK OT BD LUX 09/17 SEK 13.11 3.0 3.7 4.7
Medical Fd OT EQ LUX 09/17 USD 3.09 7.6 –9.7 –8.5
Short Medium Bd Fd SEK NO MM LUX 09/17 SEK 8.80 1.1 2.2 2.6
Technology Fd -C- OT OT LUX 09/17 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 09/17 USD 2.34 50.5 8.8 –6.7
World Fd -C- OT OT LUX 09/17 USD 28.57 NS NS NS
World Fd -D- OT OT LUX 09/17 USD 2.17 35.2 5.3 –7.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/17 EUR 1.27 0.1 0.2 1.3
Short Bond Fd EUR -D- OT OT LUX 09/17 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/17 SEK 21.94 1.8 2.7 2.8
Short Bond Fd USD US MM LUX 09/17 USD 2.49 –0.2 0.3 1.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/17 SEK 10.28 2.2 –0.5 0.6
Alpha Bond Fd SEK -B- NO BD LUX 09/17 SEK 8.90 2.2 –0.5 0.6
Alpha Bond Fd SEK -C- NO BD LUX 09/17 SEK 25.73 2.1 –0.6 0.4
Alpha Bond Fd SEK -D- NO BD LUX 09/17 SEK 8.01 2.1 –0.7 0.4
Alpha Short Bd SEK -A- NO MM LUX 09/17 SEK 11.08 2.5 3.0 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/17 SEK 10.14 2.5 3.0 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/17 SEK 21.67 2.5 2.9 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/17 SEK 8.20 2.5 2.9 3.1
Bond Fd SEK -C- NO BD LUX 09/17 SEK 42.37 2.0 9.3 6.2
Bond Fd SEK -D- NO BD LUX 09/17 SEK 12.31 2.0 9.4 5.6
Corp. Bond Fd EUR -C- EU BD LUX 09/17 EUR 1.24 13.3 10.0 2.5
Corp. Bond Fd EUR -D- EU BD LUX 09/17 EUR 0.95 13.4 10.1 2.3
Corp. Bond Fd SEK -C- NO BD LUX 09/17 SEK 12.29 14.4 5.2 1.1
Corp. Bond Fd SEK -D- NO BD LUX 09/17 SEK 9.29 14.4 5.2 1.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/17 EUR 102.99 –0.8 4.4 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/17 EUR 107.36 3.7 9.0 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/17 SEK 1084.29 3.7 9.0 NS
Flexible Bond Fd -C- NO BD LUX 09/17 SEK 21.34 2.3 5.7 4.4
Flexible Bond Fd -D- NO BD LUX 09/17 SEK 11.67 2.3 5.7 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/17 USD 2.50 62.7 22.0 –6.2
Eastern Europe Fd OT OT LUX 09/17 EUR 2.41 38.9 –8.9 –19.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/17 SEK 26.59 58.4 26.5 –13.9
Eastern Europe SmCap Fd OT OT LUX 09/17 EUR 2.36 77.6 –3.9 –22.9
Europe Chance/Risk Fd EU EQ LUX 09/17 EUR 1003.31 31.6 –10.2 –23.6
Listed Private Equity -C- OT OT LUX 09/17 EUR 124.95 51.7 NS NS
Listed Private Equity -IC- OT OT LUX 09/17 EUR 73.05 76.9 NS NS
Listed Private Equity -ID- OT OT LUX 09/17 EUR 70.90 71.9 NS NS
Nordic Small Cap -C- OT OT LUX 09/17 EUR 124.76 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/17 EUR 125.04 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/17 SEK 78.46 –2.0 –17.8 –13.3
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/17 EUR 100.28 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/17 SEK 100.26 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/17 USD 101.43 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/17 SEK 71.68 –2.0 –17.8 –14.6
Asset Sele Opp C H NOK OT OT LUX 09/17 NOK 103.57 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/17 SEK 102.52 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/17 EUR 103.31 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/17 GBP 103.40 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/17 SEK 103.29 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/17 EUR 102.18 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/17 GBP 102.47 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/17 GBP 102.26 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/10 USD 1041.70 10.8 NS NS

MENA Special Sits Fund OT OT BMU 08/31 USD 1085.58 11.8 NS NS
UAE Blue Chip Fund OT OT ARE 09/10 AED 6.29 37.1 –37.7 –13.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 09/15 EUR 29.11 2.7 –5.3 1.4
Bonds Eur Corp A OT OT LUX 09/15 EUR 22.79 9.9 7.0 1.8
Bonds Eur Hi Yld A OT OT LUX 09/15 EUR 19.58 47.3 3.3 –3.9
Bonds EURO A OT OT LUX 09/15 EUR 40.95 3.7 9.1 5.4
Bonds Europe A OT OT LUX 09/16 EUR 39.17 3.4 7.7 4.5
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 09/15 USD 36.12 14.6 11.9 8.6
Bonds World A OT OT LUX 09/16 USD 42.79 7.4 13.0 9.7
Eq. China A OT OT LUX 09/16 USD 22.25 48.9 33.1 –15.3
Eq. ConcentratedEuropeA OT OT LUX 09/16 EUR 26.41 28.2 –7.2 –19.4
Eq. Eastern Europe A OT OT LUX 09/16 EUR 20.42 54.5 –17.2 –28.9
Eq. Equities Global Energy OT OT LUX 09/15 USD 17.30 21.4 –13.6 –12.5
Eq. Euroland A OT OT LUX 09/16 EUR 10.42 13.7 –13.8 –22.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/15 EUR 17.12 24.7 –9.7 –16.5
Eq. EurolandFinancialA OT OT LUX 09/15 EUR 11.63 38.1 –10.2 –21.7
Eq. Glbl Emg Cty A OT OT LUX 09/16 USD 9.18 53.6 11.1 –12.3
Eq. Global A OT OT LUX 09/16 USD 26.63 26.6 –5.3 –16.7
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/15 USD 29.64 41.7 57.2 6.2
Eq. Japan Sm Cap A OT OT LUX 09/16 JPY 1145.45 26.5 5.2 –17.9
Eq. Japan Target A OT OT LUX 09/17 JPY 1780.43 13.8 1.2 –10.1
Eq. Pacific A OT OT LUX 09/16 USD 9.70 52.0 14.2 –12.2
Eq. US ConcenCore A OT OT LUX 09/16 USD 21.20 30.5 –2.8 –9.4
Eq. US Lg Cap Gr A OT OT LUX 09/16 USD 14.55 35.0 –13.3 –12.8
Eq. US Mid Cap A OT OT LUX 09/16 USD 28.17 40.6 –4.6 –12.6
Eq. US Multi Strg A OT OT LUX 09/16 USD 20.72 29.7 –12.6 –15.0
Eq. US Rel Val A OT OT LUX 09/15 USD 20.00 28.8 –12.7 –18.8
Eq. US Sm Cap Val A OT OT LUX 09/16 USD 16.42 26.9 –25.0 –21.6
Eq. US Value Opp A OT OT LUX 09/16 USD 16.01 23.5 –22.7 –22.9
Money Market EURO A OT OT LUX 09/16 EUR 27.37 0.9 2.1 3.2
Money Market USD A OT OT LUX 09/16 USD 15.83 0.5 1.2 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 09/17 JPY 9252.00 7.5 –16.0 –29.2
YMR-N Small Cap Fund OT OT IRL 09/17 JPY 7425.00 15.7 –3.4 –26.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/17 JPY 6343.00 7.5 –20.0 –28.8
Yuki 77 Growth JP EQ IRL 09/17 JPY 5975.00 1.0 –27.8 –33.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/17 JPY 6752.00 8.2 –17.8 –28.5
Yuki Chugoku JpnLowP JP EQ IRL 09/17 JPY 8427.00 2.9 –12.3 –21.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/17 JPY 6849.00 1.2 –23.7 –30.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/17 JPY 4650.00 2.2 –23.6 –30.2
Yuki Hokuyo Jpn Inc JP EQ IRL 09/17 JPY 5380.00 1.9 –21.5 –23.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/17 JPY 5438.00 15.6 –4.1 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/17 JPY 4453.00 4.8 –27.0 –32.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/17 JPY 4772.00 6.2 –26.3 –33.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/17 JPY 6786.00 11.2 –20.6 –28.9
Yuki Mizuho Jpn Gen OT OT IRL 09/17 JPY 8671.00 8.1 –17.9 –29.2
Yuki Mizuho Jpn Gro OT OT IRL 09/17 JPY 6517.00 4.2 –16.5 –30.3
Yuki Mizuho Jpn Inc OT OT IRL 09/17 JPY 7795.00 –2.0 –23.3 –27.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/17 JPY 5200.00 4.3 –20.9 –28.5
Yuki Mizuho Jpn LowP OT OT IRL 09/17 JPY 12480.00 10.1 –6.0 –17.8
Yuki Mizuho Jpn PGth OT OT IRL 09/17 JPY 8185.00 7.1 –20.4 –31.4
Yuki Mizuho Jpn SmCp OT OT IRL 09/17 JPY 7626.00 24.3 –0.4 –25.5
Yuki Mizuho Jpn Val Sel OT OT IRL 09/17 JPY 5783.00 11.4 –13.5 –24.8
Yuki Mizuho Jpn YoungCo OT OT IRL 09/17 JPY 3125.00 30.9 –6.1 –28.7

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/17 JPY 5015.00 11.4 –22.5 –31.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/17 JPY 5466.00 7.2 –19.3 –29.9

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 1353.41 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 07/31 USD 1711.00 0.7 –8.8 –4.4
CMA MultHdge Balncd OT OT CYM 07/31 USD 1355.67 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 07/31 USD 1669.18 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 944.82 –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 986.65 –1.0 –23.2 –15.4

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 08/28 GBP 1.02 7.4 NS NS
Global Absolute EUR OT OT NA 08/28 EUR 1.50 8.1 NS NS
Global Absolute USD OT OT GGY 08/28 USD 1.91 7.7 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/28 EUR 84.26 9.4 NS –10.5
Special Opp Inst EUR OT OT CYM 08/28 EUR 79.44 9.7 NS –9.8
Special Opp Inst USD OT OT CYM 08/28 USD 90.06 10.6 NS –23.0

Special Opp USD OT OT CYM 08/28 USD 88.41 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 08/28 CHF 107.47 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 08/28 GBP 127.75 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 08/28 USD 107.94 8.8 NS –0.8
GH FUND S EUR OT OT CYM 08/28 EUR 123.44 8.6 NS –1.8
GH FUND S GBP OT OT JEY 08/28 GBP 127.89 8.1 NS –1.1
GH Fund S USD OT OT CYM 08/28 USD 144.76 9.0 NS –0.3
GH Fund USD OT OT GGY 08/28 USD 264.98 8.1 NS NS
Hedge Investments OT OT JEY 08/21 USD 134.41 8.5 NS NS
Leverage GH USD OT OT GGY 08/28 USD 113.53 13.4 –23.1 –13.3
MultiAdv Arb CHF Hdg OT OT JEY 08/28 CHF 91.28 8.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 08/28 EUR 99.06 9.4 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 08/28 GBP 106.77 9.9 NS NS
MultiAdv Arb S EUR OT OT CYM 08/28 EUR 105.49 10.0 NS –7.3
MultiAdv Arb S GBP OT OT CYM 08/28 GBP 110.33 10.3 NS –7.1
MultiAdv Arb S USD OT OT CYM 08/28 USD 120.55 11.0 NS –6.0
MultiAdv Arb USD OT OT GGY 08/28 USD 186.64 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 08/28 EUR 98.11 10.0 NS –4.2
Asian AdvantEdge OT OT JEY 08/28 USD 180.05 10.5 NS NS
Emerg AdvantEdge OT OT JEY 08/28 USD 160.24 14.1 NS NS
Emerg AdvantEdge EUR OT OT JEY 08/28 EUR 89.25 13.6 NS –9.0
Europ AdvantEdge EUR OT OT JEY 08/28 EUR 128.09 10.2 NS NS
Europ AdvantEdge USD OT OT JEY 08/28 USD 135.81 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 08/28 EUR 104.84 6.4 NS NS
Real AdvantEdge USD OT OT NA 08/28 USD 104.88 6.6 NS NS
Trading Adv JPY OT OT NA 08/28 JPY 9549.04 NS NS NS
Trading AdvantEdge OT OT GGY 08/28 USD 144.97 –4.3 NS NS
Trading AdvantEdge EUR OT OT GGY 08/28 EUR 131.85 –4.0 NS NS
Trading AdvantEdge GBP OT OT GGY 08/28 GBP 139.01 –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 09/11 USD 331.46 72.5 –34.9 –34.4
Antanta MidCap Fund EE EQ AND 09/11 USD 598.10 106.4 –47.1 –38.3
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 08/31 EUR 89.95 3.7 –9.1 NS
Key Europe Long/Short EUR -RC- OT OT LUX 08/31 EUR 89.33 3.4 –9.6 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 08/31 EUR 100.38 9.0 –0.2 NS
Key Hedge EUR-RC- OT OT LUX 08/31 EUR 99.71 8.7 –0.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 08/31 EUR 94.47 10.2 –3.3 NS
Key Market Independent II SEK -I- OT OT LUX 08/31 SEK 91.80 10.5 –3.5 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 08/31 EUR 86.62 7.0 –12.6 NS
Key Recovery -RC- OT OT LUX 08/31 EUR 86.03 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 09/15 USD 46.28 –43.9 –8.9 11.7
Superfund GCT USD* OT OT LUX 09/15 USD 2353.00 –35.0 –10.2 7.0
Superfund Gold A (SPC) OT OT CYM 09/15 USD 956.87 –18.0 14.8 20.7
Superfund Gold B (SPC) OT OT CYM 09/15 USD 962.81 –28.8 12.9 20.1
Superfund Q-AG* OT OT AUT 09/15 EUR 6769.00 –22.6 –2.1 8.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT VGB 08/31 EUR 1195.14 –7.6 –8.5 2.7
Winton Evolution GBP Cls G OT OT CYM 08/31 GBP 1176.95 –7.7 –8.0 3.5
Winton Evolution USD Cls F OT OT CYM 08/31 USD 1164.15 –7.9 –8.5 2.6
Winton Futures EUR Cls C OT OT VGB 08/31 EUR 190.11 –7.7 2.5 12.0
Winton Futures GBP Cls D OT OT VGB 08/31 GBP 205.01 –7.6 3.1 13.2
Winton Futures JPY Cls E OT OT VGB 08/31 JPY 13445.13 –8.9 –0.3 9.0
Winton Futures USD Cls B OT OT VGB 08/31 USD 673.80 –8.2 1.7 11.9

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 08/31 USD 1370.76 3.2 3.2 2.6 –18.0 –7.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Yahoo to expand rollout
of enhanced email service

By Shikhar Balwani

And Satish Sarangarajan

MUMBAI—Reliance Industries
Ltd. raised about 31.88 billion rupees
($662 million) via a share sale, as it
seeks to generate funds to expand its
oil-and-gas exploration globally.

A total of 15 million treasury
shares, held via the Petroleum
Trust, were sold at 2,125 rupees
apiece, the nation’s largest com-
pany by market value said in a state-
ment to the Bombay Stock Exchange
on Thursday.

Reliance, controlled by billion-
aire Mukesh Ambani, plans to begin
drilling wells in Kurdistan, Oman
and East Timor over the next six
months as part of a strategy to
spread risk across a number of explo-
ration blocks globally, its executive
director, P.M.S. Prasad, had said Sun-
day.

The move comes as Reliance is
embroiled in a three-year legal dis-
pute with Reliance Natural Re-
sources Ltd., run by Mukesh’s
younger brother, Anil Ambani, over
the price of natural gas from a block
off India’s east coast.

Reliance Industries also is look-
ing at partly selling stakes in some of
its blocks in Kurdistan, Oman and Co-
lombia, Mr. Prasad had said.

“This [share sale] is an effort by
the company to monetize a part of
the 198 million shares that are held
by them as treasury stock,” said M.
Saeed Jaffery, a research analyst at
Mumbai brokerage Ambit Capital.

Shares of Reliance slid on news of
the share sale, closing down 4.4% at
2,086.35 rupees against the bench-

mark Sensex’s 0.2% gain.
The shares have underperformed

the Sensex by about 8.6% over the
past three months.

“I think the markets are perhaps
circumspect that treasury holdings
are being diluted at these levels,”
said Deven Choksey, managing direc-
tor at K.R. Choksey Securities, a
Mumbai brokerage.

The sale price was a 2.7% dis-
count to Wednesday’s close.

Ambit Capital’s Mr. Jaffery said
the move was surprising because the
company had cash of 218 billion ru-
pees as of the end of June, “thereby
giving ample comfort to carry out
their [capital expenditures] of $4 bil-

lion during the fiscal year ending
March 31, 2010.”

Also, Reliance would have a net
cash income of $2 billion during this
fiscal year from gas sales following
the start of gas production from a
block in the offshore Krishna Goda-
vari basin, he said.

The company said the book value
of the shares held by the trust was
158 rupees a unit, and the share sale
will reflect in the company’s consoli-
dated results.

DSP Merrill Lynch Ltd. and Citi-
group Global Markets India Pvt. Ltd.
acted as joint arrangers for the sale,
the company said.

Reliance Industries raises fundsTullow Oil touts another
big discovery in Africa
Uganda find is likely
to raise value of block
it wants to sell off

CORPORATE NEWS

Reliance Industries seeks to raise funds to expand its oil-and-gas exploration
globally. Pictured, its KG-D6 floating production storage and offloading vessel.

By James Herron

LONDON—Tullow Oil PLC said
Thursday it has made the largest oil
discovery yet in the Lake Albert re-
gion of Uganda, an area where it has
already found more than 700 mil-
lion barrels of oil equivalent.

Analysts said the latest find is sig-
nificant, and is likely to increase the
value of the stakes in Ugandan explo-
ration blocks that Tullow is plan-
ning to sell. It is also likely to in-
crease the company’s appeal as a
partner. Tullow plans to sell some
blocks to help fund the development
of infrastructure to process and ex-
port the oil from the landlocked east
African nation.

The news follows an announce-
ment Wednesday by a consortium
that includes Tullow and Anadarko
Petroleum Corp. that it made a po-
tential multibillion-barrel oil discov-
ery off the West African coast.

The Ngassa-2 well in Uganda
could be the largest oil discovery in
that country to date, Tullow said.
The find consists of seven meters of
reservoir rocks containing oil, and
pressure data indicated that the oil

column could potentially fill the en-
tire 150-square-kilometer geologi-
cal structure, the company said.

If Tullow is correct, and the oil ex-
tends further up into the reservoir,
Ngassa could have 10%-probability
reserves of 710 million barrels of oil
equivalent, compared with a pre-
drill estimate of 600 million barrels,
said Evolution Securities analyst Ri-
chard Griffith. If the oil column
doesn’t extend higher into the reser-
voir, 10%-probabilty reserves could
be much lower, at 310 million bar-
rels, he added.

The Ngassa discovery is of major
significance for Tullow, said Peter
Hutton, an analyst at NCB Stockbro-
kers. “This is materially more posi-
tive than I anticipated,” he said, rais-
ing his target price for Tullow to
1400 pence. The find increases the
value of Tullow’s Ugandan explora-
tion blocks for potential buy-in part-
ners. The Ngassa news, on top of the
discovery announced Wednesday,
could prompt a bid for Tullow itself,
Mr. Hutton said.

Further appraisal drilling is
needed to prove the full extent of
the reserves in Ngassa, which will re-
quire offshore drilling on Lake Al-
bert, Tullow said. The company has
begun the engineering and design
process to construct a floating plat-
form that could carry the onshore
drilling rig used for Ngassa-2 onto
Lake Albert for further drilling.

By Corey Dade

And Bob Sechler

FedEx Corp. said the economy is
beginning to stabilize but warned
that its earnings in the near term will
continue to lag prior years’ gains, as
first-quarter profit dropped 53%.

The U.S. package-delivery giant’s
optimism, brighter than its June fore-
cast, portends a stronger quarter for
many major transportation compa-

nies due to upturns in the retail, auto-
motive and housing sectors.

For the quarter ended Aug. 31,
FedEx posted per-share profit of 58
cents, hitting the upwardly revised
target set by the company last week.

Profit was $181 million, or 58
cents a share, down from $384 mil-
lion, or $1.23 a share, a year earlier.
Revenue slumped 20% to $8.01 bil-
lion, and operating margin fell to
3.9% from 6.3%.

FedEx sees economy improving

Re
ut

er
s

By Lorraine Luk

HONG KONG—Yahoo Inc. plans
to expand the rollout of its en-
hanced Web-based email service in
Asia and Europe in coming months,
seeking to boost advertising by
making core Web properties more
compelling to users.

Yahoo also will consider sharing
revenue with third-party applica-
tion developers, said John Kremer,
vice president of Yahoo Mail, said
in an interview. He said that “if you
increase the engagement of email
consumers from one to two times,
you will get twice the amount of ad-
vertising money.”

Yahoo in December started up-
grading its Web-based email with
social-networking capabilities in
the U.S.

Among changes, Yahoo said its
mail home page will feature up-
dates on what contacts in an ad-
dress book are sharing about them-
selves, including status updates,
photos and birthdays.

Mr. Kremer said Yahoo is adding
open features such as the photo-edit-
ing platform Picnik and online pay-
ment platform PayPal. It plans to
roll out the upgraded service in all of
its more than 20 markets by the end
of this year.

Yahoo announced the launch of
the new version of its Web-based
email in Hong Kong Thursday, and
plans to launch it in Taiwan on
Monday.

Mr. Kremer said Yahoo will con-
tinue to invest in enhancing its Web-
based email features with third-
party application developers.

Yahoo has seen an increase in us-
ers for its upgraded Web-based
email in the U.S., with growth of
about 10% month-to-month since its
December launch. He said he ex-
pects the growth rate to increase to
more than 10% as it rolls out the ser-
vice in other markets.

Yahoo had about 300 million
unique Web-based email users at
the end of July, he said.
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Gl High Yield A2 US BD LUX 09/16 USD 8.65 50.2 9.8 2.0
Gl High Yield B US BD LUX 09/16 USD 4.14 48.0 8.3 0.8
Gl High Yield B2 US BD LUX 09/16 USD 13.95 49.2 8.7 1.0
Gl High Yield I US BD LUX 09/16 USD 4.14 50.1 10.7 2.7
Gl Value A GL EQ LUX 09/16 USD 11.02 29.8 –9.8 –21.7
Gl Value B GL EQ LUX 09/16 USD 10.15 28.8 –10.7 –22.5
Gl Value I GL EQ LUX 09/16 USD 11.69 30.5 –9.2 –21.1
India Growth A - OT OT LUX 09/16 USD 112.84 NS NS NS
India Growth AX OT OT LUX 09/16 USD 98.56 70.6 17.7 –2.0
India Growth B - OT OT NA 09/16 USD 118.56 NS NS NS
India Growth BX OT OT LUX 09/16 USD 84.50 69.4 16.6 –2.9
India Growth I EA EQ LUX 09/16 USD 101.99 71.1 18.2 –1.6
Int'l Health Care A OT EQ LUX 09/16 USD 127.86 8.9 –12.2 –11.2
Int'l Health Care B OT EQ LUX 09/16 USD 108.16 8.1 –13.1 –12.1
Int'l Health Care I OT EQ LUX 09/16 USD 139.37 9.5 –11.5 –10.5
Int'l Technology A OT EQ LUX 09/16 USD 101.67 39.0 –4.7 –13.3
Int'l Technology B OT EQ LUX 09/16 USD 88.36 38.0 –5.7 –14.2
Int'l Technology I OT EQ LUX 09/16 USD 113.74 39.8 –4.0 –12.6
Japan Blend A JP EQ LUX 09/16 JPY 6023.00 12.2 –17.3 –24.3
Japan Growth A JP EQ LUX 09/16 JPY 5915.00 6.3 –18.2 –24.5

Japan Growth I JP EQ LUX 09/16 JPY 6072.00 6.9 –17.6 –23.9
Japan Strat Value A JP EQ LUX 09/16 JPY 6075.00 17.8 –17.0 –24.6
Japan Strat Value I JP EQ LUX 09/16 JPY 6222.00 18.5 –16.3 –24.0
Real Estate Sec. A OT EQ LUX 09/16 USD 14.26 33.6 –12.2 –16.9
Real Estate Sec. B OT EQ LUX 09/16 USD 13.07 32.7 –13.2 –17.8
Real Estate Sec. I OT EQ LUX 09/16 USD 15.29 34.4 –11.5 –16.2
Short Mat Dollar A US BD LUX 09/16 USD 7.13 8.3 –1.1 –7.8
Short Mat Dollar A2 US BD LUX 09/16 USD 9.50 8.4 –1.1 –7.9
Short Mat Dollar B US BD LUX 09/16 USD 7.13 8.0 –1.6 –8.2
Short Mat Dollar B2 US BD LUX 09/16 USD 9.47 8.1 –1.6 –8.3
Short Mat Dollar I US BD LUX 09/16 USD 7.13 8.7 –0.5 –7.3

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 09/16 GBP 7.83 17.6 5.5 –7.6

Andfs. Borsa Global GL EQ AND 09/16 EUR 6.23 7.5 –14.6 –18.7
Andfs. Emergents GL EQ AND 09/16 USD 15.91 59.2 12.5 –8.9
Andfs. Espanya EU EQ AND 09/16 EUR 13.50 24.7 5.5 –8.5
Andfs. Estats Units US EQ AND 09/16 USD 14.14 15.9 –12.6 –14.7
Andfs. Europa EU EQ AND 09/16 EUR 7.69 18.5 –4.8 –15.8
Andfs. Franca EU EQ AND 09/16 EUR 9.43 13.9 –7.1 –17.6
Andfs. Japo JP EQ AND 09/16 JPY 508.22 15.9 –8.8 –20.6
Andfs. Plus Dollars US BA AND 09/16 USD 9.23 9.5 –3.2 –6.6
Andfs. RF Dolars US BD AND 09/16 USD 11.20 9.6 1.8 –0.2
Andfs. RF Euros EU BD AND 09/16 EUR 10.67 19.2 3.9 –2.1
Andorfons EU BD AND 09/16 EUR 14.20 19.1 1.2 –4.5
Andorfons Alternative Premium OT OT AND 07/31 EUR 95.97 3.9 –14.7 –8.8
Andorfons Mix 30 EU BA AND 09/16 EUR 9.34 15.4 –6.2 –10.2
Andorfons Mix 60 EU BA AND 09/16 EUR 9.00 10.7 –14.0 –16.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/11 USD 226041.28 67.6 12.9 –7.1

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 09/16 EUR 9.16 –5.3 –7.7 –3.1

DJE-Absolut P GL EQ LUX 09/16 EUR 193.80 10.6 –3.7 –9.7
DJE-Alpha Glbl P EU BA LUX 09/16 EUR 170.37 10.8 –0.9 –6.4
DJE-Div& Substanz P GL EQ LUX 09/16 EUR 202.20 15.6 0.6 –7.5
DJE-Gold&Resourc P OT EQ LUX 09/16 EUR 162.51 24.3 16.9 –2.3
DJE-Renten Glbl P EU BD LUX 09/16 EUR 128.28 7.2 6.2 2.8
LuxPro-Dragon I AS EQ LUX 09/16 EUR 144.85 56.0 37.0 –7.8
LuxPro-Dragon P AS EQ LUX 09/16 EUR 141.18 55.6 36.3 –9.0
LuxTopic-Aktien Europa EU EQ LUX 09/16 EUR 17.02 18.8 6.3 –3.7
LuxTopic-Pacific AS EQ LUX 09/16 EUR 14.23 57.2 –8.7 –18.3

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 08/31 USD 42.95 24.2 –16.9 –8.2
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Volcker urges restricting bank risk
Ex-Fed chief ’s words
could stoke debates
on regulatory setup

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 Stefania Bianchi

DUBAI—Government-owned
Dubai World is scaling down opera-
tions at its real-estate unit Nakheel,
transferring assets and executives
to its Istithmar World investment
arm, amid concerns over the con-
glomerate’s mounting debt pile.

Dubai World faces looming debt
obligations, including a closely
watched $3.5 billion bond that
comes due later this year. In June,
the company hired AlixPartners to
help restructure its operations.

As part of the restructuring pro-
cess, “selected hotel and real-es-
tate assets and the management
teams related to these assets, pri-
marily in international markets,
have been transferred to Istithmar
World,” Dubai World said in an
emailed statement Thursday.

Hamza Mustafa, until now gen-
eral manager of Nakheel’s The
World project—a series of man-
made islands shaped like a map of
the world—will become Istithmar’s
managing director of real estate.
He will be responsible for the hotels
and commercial buildings trans-
ferred to Istithmar.

Andy Watson, who was chief in-
vestment officer at Nakheel, will
take over the same post at Istith-
mar; and Binod Narasimhan,
former chief financial officer for Na-
kheel, will become Istithmar’s fi-
nance chief.

Sandesh Pandhare, who already
worked at Istithmar, will take on
the role of the company’s managing
director of private equity.

All will report to Istithmar’s
chief executive, David Jackson,
who is staying on at the head of the
investment group, Dubai World
said.

The company also said Joe Sita,
chief executive of Nakheel’s hotel
unit, which has a $4 billion portfo-
lio, has left the company, but Na-
kheel Hotels will continue to oper-
ate as normal.

Earlier this month, Istithmar
said two of its co-chief investment
officers were leaving the company
to pursue other opportunities.

A Nakheel spokesperson wasn’t
immediately available for comment
Thursday.

U.S. housing starts, building permits climb

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

Dubai World’s debt
obligations include
a $3.5 billion bond
due later this year.

Paul Volcker, center, talks to attendees before a speech by President Barack Obama in New York on Monday.
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Dubai World
transfers assets,
staff of Nakheel

By Jeff Bater

WASHINGTON—U.S. housing
startsrosetotheirhighestlevelinnine
months during August, helped by a
surge inapartment construction.

Housing starts climbed 1.5% to a
seasonally adjusted 598,000 annual
rate compared with the prior month,
the Commerce Department said
Thursday. Building permits, a sign of
future groundbreakings, rose 2.7%
last month to a 579,000 annual rate.

The 1.5% increase in starts was
less than expected, as single-family
starts fell. And the industry is con-
cerned over an $8,000 tax credit for
first-time home buyers that is set to

expire at the end of November.
Still, the increase in August was

the third in four months.
“At least the numbers are moving

in the right direction,” High Fre-
quency Economics analyst Ian Shep-
herdson said of Thursday’s starts
data. “Thecurrentpaceofnew-home
sales suggests scope for further
gains over the next few months.”

New-home sales have gone up
for four straight months, despite a
rising U.S. unemployment rate that
hit 9.7% in August. A Labor Depart-
ment report Thursday said the num-
ber of U.S. workers filing new claims
for jobless benefits fell by 12,000 to
545,000 last week. But continuing

claims—those drawn by workers for
more than one week—rose 129,000
the week before last to 6.2 million.

While concerns for jobs abound,
America’s housing market is picking
up because prices have fallen so
sharply over the past three years.

Single-familystartsinAugustfell
3% from the previous month to
479,000, a modest pullback after five
straight increases that accumulated
with the steady rise in home sales.
“We suspect that construction will
improve over time in response to the
firmer environment, but the August
results in single-family starts sug-
gest thattherecovery willbe gradual
and less than vigorous,” Daiwa Secu-

rities America economist Michael
Moran said.

Constructionofhousingwith two
or more units jumped 25.3% to
119,000.Withinthatmultifamilycate-
gory, groundbreakings of homes
with five or more units were 35.3%
higher on the month—but down
48.2% on the year, amid tight credit
standards and rising vacancy rates.

“The steady improvement in
housing is continuing and this sec-
tor is likely to start adding to
growth rather than holding back the
economy,” said Joel Naroff, who
runs Naroff Economic Advisors.

 —Maya Jackson Randall
contributed to this article.

By Damian Paletta

And John R. Emshwiller

LOS ANGELES—Former U.S. Fed-
eral Reserve Chairman Paul Volcker
on Wednesday said banks should
operate in a much less risky fash-
ion, including not making trading
bets with their own capital, com-
ments that could provoke intensi-
fied debates over the future of fi-
nancial regulation.

Mr. Volcker, who currently is
chairman of the White House’s Eco-
nomic Recovery Advisory Board,
suggested banks should be re-
stricted to trading on their client’s
behalf instead of making bets with
their own money through internal
units that often act like hedge funds.

“Extensive participation in the
impersonal, transaction-oriented
capital market does not seem to me
an intrinsic part of commercial
banking,” he said in a speech to the
Association for Corporate Growth
in Los Angeles.

Mr. Volcker’s comments could
put him at odds with the Obama ad-
ministration’s proposal for new fi-
nancial rules. The White House has
called for more oversight of banks’
operations but doesn’t push such
strict limits on what they do.

The activities Mr. Volcker criti-
cized have caused banks to incur ma-
jor losses in recent years. Nonethe-
less, proprietary trading and related
activities appear to be making a
comeback as markets have thawed.

Mr. Volcker said banks should be
banned from “sponsoring and capi-
talizing” hedge funds and private-

equity firms, which are largely un-
regulated. He also said “particularly
strict supervision, with strong capi-
tal and collateral requirements,
should be directed toward limiting
proprietary securities and deriva-
tives trading.”

He also said collateral and lever-
age restrictions against the largest
nonbank financial institutions “may
be needed.”

The comments reflect Mr. Volck-
er’s long-held view that banks
should act more in line with their tra-
ditional role and not take extremely
risky gambles, which could threaten
the viability of commercial banks
and expose the Fed and taxpayers to
large risks. Asked after his speech
whether his comments represent a
break with the White House’s pro-

posal, he replied: “Nothing I said to-
day should be a surprise” to the ad-
ministration.

Mr. Volcker said he would appear
before Congress next week to dis-
cuss his views in more detail. A Trea-
sury Department spokesman de-
clined to comment.

Stepping into the debate about
who should be the top regulator for
U.S. financial markets, Mr. Volcker
said the Fed is better equipped than
a “conclave” of regulators to oversee
systemic risks to financial markets.

Regulating the financial system
is “the natural responsibility for the
Federal Reserve,” he said, adding
that other regulators are often “pro-
tecting their turf.”

The White House has recom-
mended giving extra power to the

Fed but has run into opposition in
Congress and from other regulators.

Mr. Volcker acknowledged the
central bank would likely need some
changes of its own to meet the new
challenges. He said the Fed had
“been more controversial” recently
than he would have liked and had
“not done things perfectly in the
past.”

“The Fed needs some reform in-
ternally,” he said. This should in-
clude some “organizational
changes” that he didn’t specify.

Mr. Volcker also said there are
signs that the economy is in the
“early stages of recovery” but that it
would take several years to reach
“something approximating full em-
ployment.” He also cited a risk of
“some relapses along the way.”
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Michigan sings white-collar blues
Once high earners, auto-industry veterans struggle to find comparable jobs—and pay

GLOBAL
BUSINESS

BRIEFS

Former white-collarworkers in theauto industryare having troublefinding comparable work.Tom Boileau, left, is now a part-time hockeycoach,andDaveDuncanson, right, isa janitor.

—Compiled from staff
and wire service reports.

Avon Products Inc.

Avon Products Inc. President
Elizabeth Smith is leaving the di-
rect-sales cosmetics company at
the end of October with the aim of
becoming a chief executive else-
where. The company said Thurs-
day it doesn’t plan to replace Ms.
Smith, whose responsibilities will
be taken over by Avon Chief Execu-
tive Andrea Jung. Avon didn’t say
whether Ms. Smith has already
landed another job. Avon, based in
New York, is undergoing a years-
long restructuring that includes
broad job cuts. Ms. Smith joined
the company in 2005 after 14 years
at Kraft Foods Inc.

Lion Nathan Ltd.

Lion Nathan Ltd. shareholders
approved Kirin Holdings Co.’s 3.3
billion Australian dollar (US$2.89
billion) takeover offer for the 54%
of the Australian brewer and wine-
maker it doesn’t already own.
Votes cast in favor of the deal num-
bered 184.2 million, or 98.8% of
the total. The Japanese brewer is
now awaiting Australian court ap-
proval for the deal, expected Oct.
7. Lion Nathan shareholders were
offered A$11.50 cash per share
plus a special dividend of 50 Aus-
tralian cents.

Telecom Corp. of New Zealand

Telecom Corp. of New Zealand
Ltd. said it isn’t considering splitting
up, even though a debate about its
structure has been reopened by a gov-
ernmentdecisiontoproceedwithana-
tional broadband network. The gov-
ernment’s1.5 billion New Zealanddol-
lar (US$1.07 billion) broadband plan
won’t allow participation by telecom-
munications-serviceretailers,soTele-
com would have to fully split its net-
work unit, Chorus, from its retail unit
in order to participate, analysts said.
Structural separation “is just not on
our radar. It’s not part of our think-
ing,” said spokesman Mark Watts. He
said Telecom remains hopeful it isn’t
kept out of the government plan.
“Let’s see the detail. There is a lot of
watertocomeunderthebridge.”Tele-
com Chief Executive Paul Reynolds-
said Wednesday the company would
proceed with its own NZ$1.3 billion
plan to install a fiber-optic network.

By Alex P. Kellogg

BIRMINGHAM, Mich.—Tony
Barr is waiting for his big break—or
any break at all.

Last fall, just as Chrysler Corp.
was sliding toward bankruptcy, he
and two other colleagues in prod-
uct development left the company
to start their own consulting busi-
ness, marketing their efficiency ex-
pertise to other firms in Michigan.

So far, they have lured just one
paying customer. “Even if you tell
people you’ll work for free,” says
Mr. Barr, many companies “don’t
even want to talk to you.”

Mr. Barr, 46 years old, was the
type of well-educated, white-col-
lar “knowledge” worker that Mich-
igan hoped would help offset a de-
cline in auto-assembly jobs. But De-
troit’s Big Three car makers have
aggressively thinned these ranks
in the past two years, perhaps per-
manently, casting tens of thou-
sands of midcareer, white-collar
workers into an extended limbo.

Many displaced veteran work-
ers who once earned high salaries
in engineering, information tech-
nology, research and design jobs
aren’t now destitute, thanks to
generous severance packages. But
they find themselves stuck, unable
to find comparable work in Michi-
gan, but also unable or unwilling
to uproot their families and try
their luck out of state.

For them, the choices come
down to taking whatever job they
can get, or waiting for something
to come along.

From the end of 2006 through
June, the Big Three eliminated
nearly 30,000 North American
white-collar jobs, virtually all in
Michigan. Chrysler’s white-collar
work force is less than half what it
was at the end of 2006.

As a result, Michigan’s unemploy-
ment rate galloped to 15.2% in Au-
gust from 9.6% in November, when
the exodus from Chrysler began,
and has led all states for at least 26
of the past 28 months. Metro De-
troit’s 17.7% jobless rate is the high-
est of any large urban area in the
country.

Michigan also leads the nation in
labor underutilization—a broader
measurement of job-market limbo
that includes the unemployed, peo-
ple who quit looking for work, those
who have been cut to part-time sta-
tus and those who are working part
time while they seek full-time em-
ployment. Over the four quarters
ended June 30, around one in five
Michigan workers fell into this cate-
gory, according to the U.S. Depart-
ment of Labor.

Labor-market economists say
skilled workers in Michigan with
years of experience, particularly
from the auto sector, must compete
against a flood of younger, better-ed-
ucated candidates for a shrinking
pool of jobs. Their specialized exper-
tise, highly valued in their former
posts, is a tough sell anywhere else.

“They have a lot of industry-spe-
cific skills that aren’t necessarily
transferable,” particularly in a state
with so few new jobs to offer, says
Don Grimes, a senior researcher at
the University of Michigan’s Insti-
tute for Research on Labor, Employ-
ment and the Economy. “To find a
new job they’ll probably end up mak-
ing less, probably substantially less.
It’s going to be painful.”

Compounding the problem,
metro Detroit’s housing market re-
mains in profound decline, even as
other areas stabilize. As of July,
home prices in the region are down
45% from their peak in early 2006,
as measured by the Case-Shiller
home-price index, and are down to
1995 levels, destroying millions of
dollars in household wealth and
stranding thousands of middle-
class families in homes they can’t af-
ford to sell.

“We haven’t seen the huge out mi-
gration, not yet,” says Jim Rhein, an
economic analyst for the Michigan
Department of Energy, Labor and
Economic Growth. Part of the rea-
son: “It’s not looking rosy anywhere
else,” he says.

Michigan has scrambled to shift
its economy toward other indus-
tries that can attract high-wage
jobs, such as defense, alternative en-
ergy, health care and even movies.
Those jobs are only trickling in.

Tom Boileau, 55, has seen how dif-
ficult the transition has been. After

35 years in product development at
Chrysler, Mr. Boileau was earning
roughly $110,000 a year when he
took an early-retirement deal last
fall that pays him a pension of
nearly $4,000 a month. He was later
hired by Michigan Works, a state
agency that helps displaced work-
ers retrain and find jobs.

Each day, Mr. Boileau says, 90 to
100 unemployed people came
through his desk at a state office in
Detroit, where he handled primarily
suburban white-collar engineers’
cases. “They kept coming back and
coming back and coming back, and
working on their résumés,” says Mr.
Boileau. “I didn’t see anyone get any-
thing.”

Mr. Boileau himself hasn’t fared
much better. Since his contract with
the state expired in April, he has
been without a full-time job. He fills
his time working as a part-time
hockey coach, which pays $500 a
week during the season. While he’d
like to work full time, he acknowl-
edges that at age 55 and without a
bachelor’s degree, he’d be lucky to
get a third of what he used to make
at Chrysler.

Dave Duncanson considers him-
self one of the lucky ones. Less than
a year ago, he was earning $109,000
a year as a Chrysler product-devel-
opment manager, overseeing large
teams of engineers during pivotal
powertrain launches. He left in No-
vember with a $50,000 cash buyout.

This summer, he started a full-
time job as head custodian at Stoney
Creek High School in Rochester
Hills, Mich., the upscale suburb
where his family lives. For hours
each weeknight, he can be found
pulling trash from bins, vacuuming
carpets and putting desks back in
place. The job pays $15.05 an hour,
or about $31,000 a year after a re-
cent 25% pay cut, and offers a pen-
sion and health benefits.

Mr. Duncanson, 49, says he was
baffled at first that he couldn’t find
work to match his qualifications.
But he’s come to appreciate the sta-
bility of full-time work. “A little up-
grade from where I’m at, and I’d be
happy with that,” he says, “just to
avoid the auto industry.” Surveying
the landscape since, he is no longer
surprised. “There are guys who are
half my age who have twice as much
formal schooling who are willing to
work for peanuts,” he says.

Mr. Duncanson, who spent 26
years in the auto industry, proudly
notes how he has been able to trans-
fer his experience in streamlining
processes to his new job. Still, he
says, “How would you like to be the

guy who runs into his old co-work-
ers and says, ‘Hey, I clean toilets?’ ”

There are upsides. The heavy-set
Mr. Duncanson has lost 11 kilograms
since giving up his desk job, and his
cholesterol is down. Most of all, he
appreciates the stability of full-time
work. “A little upgrade from where
I’m at, and I’d be happy with that,”
he says, “just to avoid the auto indus-
try.”

Mr. Duncanson can think of just
one person in his old department at
Chrysler, a younger engineer named
Melissa Nemeth, who successfully
landed a comparable job. She and
her husband, Phil, a General Motors
engineer, sold their home in subur-
ban Sterling Heights, Mich., for a
$40,000 loss, but managed to cover
the mortgage balance. They moved
to Oregon. “It couldn’t have gone
any better, but it was a scary ride,”
says Ms. Nemeth.

As more-junior workers earning
lower salaries, the Nemeths, both
30, were able to pack up and find
new jobs out of state, adapting their
skills to new industries. But many
veteran workers won’t or can’t.
Some remain convinced that given
their specialized skills, their best
prospects for comparable work are
in Michigan. Many can’t absorb a
pay cut or the loss on their house.
Others, like Messrs. Duncanson and
Barr, have strong family ties to Mich-
igan.

At home, Mr. Barr is struggling
with his new role. When he left
Chrysler with a $75,000 cash buy-
out, his wife, who also worked there
as an engineer, bumped up to full
time. Mr. Barr is now the parent who
drops his three kids at the movies or
picks them up from practice. Here in
his hometown, one of Detroit’s most
affluent suburbs, he has noticed
more dads walking their dogs in the
middle of weekdays, just like him.

His efficiency business is predict-
ably lean. He and his partners run it
out of his home office, occasionally
venturing out to local restaurants to
pitch prospective clients. “We’ve
taken people out to lunch and it’s
like, ‘I’ll get a salad,’ ” says Mr. Barr.

After one such lunch in June, Mr.
Barr recalls, the prospect, from a
large local accounting firm, left the
bill on the table and said, “When you
guys get an office, why don’t you call
us?”

While he waits for business to
catch on, Mr. Barr has found an out-
let for his technical skills. For five
hours a week he teaches a neighbor
how to use her computer. It pays
$30 an hour.

Says Mr. Barr: “I didn’t want to
grow up to do this, you know?”

Stephen McGee for The Wall Street Journal

Virgin Media Inc.

Former Tesco executive
is named finance chief

U.K. cable company Virgin Media
Inc. on Thursday named former
Tesco PLC executive Eamonn O’Hare
as its new finance chief. Mr. O’Hare—
for the past four years head of Tesco’s
U.K. finance division—will assume
his responsibilities in November. The
45-year-old executive previously
worked as chief financial officer at
telecommunications-network opera-
tor Energis PLC, before its purchase
by Cable & Wireless PLC in 2005. Vir-
gin Media has been without a finance
chief since May, when Jerry Elliott re-
signed, citing family health reasons.
“As well as an understanding of the
U.K. telecoms sector, Eamonn brings
with him an impressive combination
of financial and operational exper-
tise, a proven track record of driving
change in large consumer-focused
companies and extensive capital-mar-
kets experience,” said Virgin Media
Chief Executive Neil Berkett.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 09/16 USD 10.07 22.7 –10.3 –16.8

Am Blend Portfolio I US EQ LUX 09/16 USD 11.84 23.3 –9.5 –16.1
Am Growth A US EQ LUX 09/16 USD 29.16 27.3 1.1 –7.1
Am Growth B US EQ LUX 09/16 USD 24.59 26.4 0.1 –8.1
Am Growth I US EQ LUX 09/16 USD 32.24 28.0 1.9 –6.4
Am Income A US BD LUX 09/16 USD 8.30 20.7 10.3 4.9
Am Income A2 US BD LUX 09/16 USD 18.43 21.1 10.3 4.8
Am Income B US BD LUX 09/16 USD 8.30 20.1 9.4 4.0
Am Income B2 US BD LUX 09/16 USD 15.92 20.5 9.6 4.1
Am Income I US BD LUX 09/16 USD 8.30 21.2 11.0 5.5
Am Value A US EQ LUX 09/16 USD 8.18 13.5 –7.6 –17.0
Am Value B US EQ LUX 09/16 USD 7.55 12.5 –8.5 –17.8
Am Value I US EQ LUX 09/16 USD 8.78 14.0 –6.9 –16.3
Asian Technology A OT EQ LUX 09/16 USD 14.42 64.8 22.2 –7.6
Asian Technology B OT EQ LUX 09/16 USD 12.65 63.6 21.1 –8.5
Asian Technology I OT EQ LUX 09/16 USD 16.04 65.7 23.2 –6.8
Emg Mkts Debt A GL BD LUX 09/16 USD 15.34 39.1 18.6 7.8
Emg Mkts Debt A2 GL BD LUX 09/16 USD 19.45 39.7 18.7 7.8
Emg Mkts Debt B GL BD LUX 09/16 USD 15.34 38.2 17.4 6.7
Emg Mkts Debt B2 GL BD LUX 09/16 USD 18.79 38.8 17.6 6.7
Emg Mkts Debt I GL BD LUX 09/16 USD 15.34 39.6 19.2 8.3

Emg Mkts Growth A GL EQ LUX 09/16 USD 31.41 56.7 4.1 –13.0
Emg Mkts Growth B GL EQ LUX 09/16 USD 26.70 55.7 3.1 –13.9
Emg Mkts Growth I GL EQ LUX 09/16 USD 34.74 57.6 5.0 –12.3
Eur Growth A EU EQ LUX 09/16 EUR 6.94 24.6 –8.3 –18.0
Eur Growth B EU EQ LUX 09/16 EUR 6.26 23.7 –9.3 –18.8
Eur Growth I EU EQ LUX 09/16 EUR 7.55 25.2 –7.6 –17.3
Eur Income A EU BD LUX 09/16 EUR 6.48 34.1 9.8 1.7
Eur Income A2 EU BD LUX 09/16 EUR 12.40 34.6 9.9 1.7
Eur Income B EU BD LUX 09/16 EUR 6.48 33.6 9.0 1.0
Eur Income B2 EU BD LUX 09/16 EUR 11.56 34.0 9.2 1.0
Eur Income I EU BD LUX 09/16 EUR 6.48 34.6 10.4 2.3
Eur Strat Value A EU EQ LUX 09/16 EUR 8.44 21.3 –14.7 –24.7
Eur Strat Value I EU EQ LUX 09/16 EUR 8.62 21.9 –14.0 –24.0
Eur Value A EU EQ LUX 09/16 EUR 9.04 24.2 –9.3 –21.3
Eur Value B EU EQ LUX 09/16 EUR 8.34 23.2 –10.2 –22.1
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Tokyo rises 1.7% to 10443.80;
Shanghai, Sydney also gain

Global Large-Cap Blend Equity
Funds that invest primarily in equities of large-cap companies from around the globe, where
neither growth nor value characteristics predominate. Ranked on % total return (dividends re-
invested) in U.S. dollars for one year ending September 17, 2009
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Top central banker
sees economic benefit
from currency gains
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Japanese stocks played a bit of
catch-up with the rest of Asia on
Thursday, rising 1.7% as metals
shares and exporters offset losses
in banks.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies finished the

day at 10443.80.
Among export-

ers, Advantest
added 5.2% and
TDK gained 4.1%.

Toyota Motor rose 1.9% on reports
it is preparing a marketing blitz to
boost U.S. sales in the fourth quar-
ter and planned to expand its line of
gas-electric hybrid models under
the Prius name.

With metals prices surging, Sum-
itomo Metal Mining gained 4.5%
and Dowa Holdings surged 6.7%.

Banks underperformed the
broader market. Mitsubishi UFJ Fi-
nancial Group shed 1.9% and Sumit-
omo Mitsui Financial Group fell
5.6%.

Around Asia, markets ended
higher as investors snapped up com-
modity producers and airlines.

“We’ve seen the financials steal
the limelight for quite some time,
but we’re now seeing some rotation
back into the resources…the focus

has gone back into the global growth
story,” said Justin Gallagher, head of
Sydney sales trading at RBS.

China’s Shanghai Composite
climbed 2% to 3060.26, Hong Kong’s
Hang Seng closed up 1.7% at
21768.51 and Australia’s S&P/ASX
200 rose 1.4% to 4714.90.

In Sydney, Rio Tinto added 2.2%
and BHP Billiton gained 1.5%.

Aluminum Corp. of China’s 1.7%
rise in Shanghai was outdone by a
3.5% gain in Hong Kong, while China
Shenhua Energy gained 2.3% in
Hong Kong and 3.4% in Shanghai.

Among energy plays, Woodside
Petroleum rose 1.5%, Inpex
climbed 3.5%, SK Energy added
1.3%, New Zealand Oil & Gas rose
1.8% and the Hong Kong shares of
PetroChina rose 1.5%.

In Mumbai, Reliance Industries
tumbled 4.5% after a trust con-
trolled by a unit of the refining ma-
jor sold 15 million shares in a $660
million transaction at a discount to
Wednesday’s closing price.

Airline stocks rallied on hopes of
a further improvement in traffic as
global economic growth improves.
Cathay Pacific Airways rose 5.5% af-
ter Citigroup upgraded it to “hold”
from “sell.” Singapore Airlines rose
1.5% and Korean Air rose 2.9%.

By Megumi Fujikawa

And Tomoyuki Tachikawa

TOKYO—The yen got a lift from
remarks by Bank of Japan Gov.
Masaaki Shirakawa suggesting he
thinks a stronger domestic currency
may benefit the economy in the long
term, though he also said that such
rises could depress prices in the
near term and that stable move-
ment in the market is desirable.

“If the yen becomes stronger,
that could push prices down in the
short term,” Mr. Shirakawa said at a
regular news conference after the
central bank revised up its eco-
nomic assessment for the first time

since July. “But certainly, that may
help boost the economy in the long
run.”

Mr. Shirakawa’s remarks came a
day after the start of the new Demo-
cratic Party of Japan government,
whose new finance minister said a
strong yen could be good for the
country by increasing consumers’
purchasing power.

The BOJ governor’s comments
caused a brief flurry of yen buying
on speculation that Mr. Shirakawa
shares the new government’s toler-
ance of a higher yen. Immediately af-
ter his remarks, the dollar dropped
to around 90.50 yen from 90.90 yen.

The yen has been strengthening
in recent weeks, partly on worries
about the U.S. economic outlook
and the health of the U.S. financial
sector. The U.S. currency has fallen
by more than six yen since the start
of July, to a seven-month low of
90.12 yen Wednesday.

Mr. Shirakawa’s remarks were a
reiteration of his views on the yen,
and they appeared to move the mar-
ket mainly because traders were jit-
tery about the new administration’s
currency policy. In any case, the BOJ
isn’t in charge of currency interven-
tion in Japan—that is the Finance
Ministry’s job.

New Japanese Finance Minister
Hirohisa Fujii said earlier Thursday
that Japan generally shouldn’t inter-
vene in the currency market, and
that “the idea that the yen should be
cheaper for the sake of [Japan’s] ex-
porters is wrong.”

Asked whether he agreed with
Mr. Fujii’s views, Mr. Shirakawa
didn’t directly answer, but said: “Sta-
ble foreign-exchange moves are de-
sirable for the economy.”

Mr. Shirakawa also said risks for
the Japanese economy seem to have
diminished from a year ago.

Citi hires Tsang for China team
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By Rick Carew

HONG KONG—Citigroup Inc. has
hired former Merrill Lynch & Co.
banker Rodney Tsang as co-head of
its China investment-banking team,
adding firepower to the U.S. bank’s
effort to target China’s private-sec-
tor companies.

Mr. Tsang, 38 years old, built his
reputation by advising Chinese pri-
vate companies looking to raise capi-
tal from global investors. Earlier
this year, he worked on the $126 mil-
lion Nasdaq initial public offering of

Chinese videogame maker
Changyou.com Ltd.

The hire fills a missing piece in
Citigroup’s China investment-bank-
ing team. Jing Zhao was promoted
to chairman for China investment
banking. Ms. Zhao is known for her
coverage of China’s major financial
institutions. Eugene Qian, the other
co-head of China investment bank-
ing, has a background of working
with China’s natural-resource-re-
lated companies.

“The biggest value Rodney brings
to us is he rounds off our client rela-

tionships and expertise in China,” said
Farhan Faruqui, head of Asia Pacific
Global Banking at Citigroup.

Mr. Tsang will be based in Hong
Kong and report to Mr. Faruqui, ac-
cording to an internal Citigroup
memo.

He will join Citigroup after spend-
ing two and a half years at Merrill,
now part of Bank of America Corp.,
as a managing director.

Mr. Faruqui said Citigroup is
looking to add to the 30 bankers cur-
rently on its China investment-bank-
ing team.
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Iran diaspora plans demonstrations at U.N.
By Farnaz Fassihi

And Christopher Rhoads

NEW YORK—When Iranian Presi-
dent Mahmoud Ahmadinejad arrives
in New York next week for the United
Nations General Assembly, he will en-
counter a turning point in his re-
gime’s relationship with the diaspora.

Thousands of Iranians in exile
are traveling to New York from cit-
ies across the U.S. and Canada to
take part in demonstrations from
Sept. 22-24 against the Iranian gov-
ernment and its alleged human-
rights abuses since the current cri-
sis began, following disputed presi-
dential elections in June.

The New York demonstration is
expected to be the largest, but for
those who can’t make the trip, simi-
lar protests are planned in Paris, Am-
sterdam, Berlin, Hamburg, Munich,
London and Los Angeles, among
other places, organizers say. On
Wednesday, when Mr. Ahmadinejad
is to address the U.N., organizers
hope for a repeat of the July 25 “Glo-
bal Day of Action” against the vio-
lent crackdown on protesters in Iran
earlier in the summer.

The New York protests are ex-
pected to be the largest gathering of
Iranians in exile since the early days
of the Islamic Revolution. In 1977,
nearly 10,000 people gathered in
Washington to oppose Shah Moham-
mad Reza Pahlavi’s visit to the
White House. The rally became a
turning point in the revolution,

showing the Shah was on shaky
ground at home.

Iranians in exile say they are aim-
ing for similar turnout—and to send
a similar message—next week. The
Iranian diaspora in the U.S., which
some experts estimate at close to
one million, isn’t known for its
unity. But the recent unrest has
brought various factions closer to-
gether, according to some human-
rights activists.

Protesters are being bused in for
minimal charge from the New York

area. A group of Iranian-Canadians
are biking in from Toronto. Many Ira-
nian families in the New York area
have opened their homes to those
who can’t afford hotels. Petitions
have been circulating to urge hotels
not to host Mr. Ahmadinejad and his
entourage, and Iranians have bom-
barded his translator with emails
asking her not to work for him.

“It’s our responsibility to stand
up in solidarity with the people of
Iran and show that in our eyes this
government is not legitimate,” says

Sheida Jafari, a 28-year-old artist
and event organizer for a group
called Voices for Iran.

Iranians will be joined by several
American Jewish groups for a Sept.
24 rally in front of the U.N. to criti-
cize Iran’s nuclear program, its
threats against Israel and its alleged
human-rights violations.

While protests outside the U.N.
against Mr. Ahmadinejad occur ev-
ery year, they typically attract just a
few dozen people from opposition
fringe groups such as royalists, or
groups such as the MKO, or Mujahe-
deen-e-Khalq—still listed as a ter-
rorist organization by the U.S. State
Department.

Iran’s mission to the U.N. dis-
missed the planned demonstra-
tions, saying they happen every
year and that there was nothing un-
usual about this year’s events.

“Iranians are very eager to meet
with Mr. Ahmadinejad,” said Mo-
hammad Mohammadi, the press sec-
retary of the Iranian mission to the
U.N., in a telephone interview.

Mr. Ahmadinejad usually hosts
two dinners in New York, one for
American scholars and another for
the Iranian-American community
here. At last year’s event, he won a
standing ovation from guests for his
nationalistic speech. This year’s is
much smaller, Mr. Mohammadi said.

Many people who attended last
year’s event say that in light of the
postelection upheaval, they
wouldn’t accept an invitation.

By Sarah Childress

NAIROBI, Kenya—Two suicide
car bombs ripped through the Afri-
can Union’s headquarters in the So-
mali capital Thursday, with an Is-
lamic extremist group saying the at-
tack was revenge for a U.S. raid that
killed a prominent al Qaeda mili-
tant.

Bombers entered the African
Union base in stolen United Nations
vehicles to execute the attack,
which left several people dead or
wounded, according to the AU’s
peacekeeping mission in Somalia,
known as Amisom. An exact total
wasn’t immediately available, but
one witness counted 11 bodies at the
base, the Associated Press reported
from Mogadishu.

Al Shabab, a terrorist group that
controls much of wartorn Somalia,
said it carried out the attack in retali-
ation for a U.S. raid Monday in the
country that killed Saleh Ali Saleh
Nabhan, one of East Africa’s most-
wanted al Qaeda operatives.

The U.S. is the biggest source of
funding for Amisom, short for Afri-
can Union Mission in Somalia. AU
troops there have increasingly be-
come targets for militants, who
view them as an occupying force
that must be driven out of the coun-
try.

U.N. Secretary-General Ban Ki-
moon condemned Thursday’s at-
tack, saying the U.N. “is mobilizing
all possible measures to evacuate
the wounded and support” Amisom.

One AU official, who asked not to
be identified, alleged that some So-
mali government officials linked to
Al Shabab may have been involved

in the attack. “It’s obviously an in-
side job, and we will get to them,”
the official said. He didn’t offer evi-
dence for the claim. Nicolas Bwa-
kira, the AU’s special representative
for Somalia, said he “can’t confirm
or deny” that allegation.

Somali President Sheikh Sharif
Sheikh Ahmed has been trying to

end the country’s fighting by bring-
ing rival warlords, traditional lead-
ers, and militants into the govern-
ment.

Farahan Ali Mohamoud, the So-
mali minister of information, said
that he wasn’t aware of any govern-
ment officials linked to Al Shabab.
But, he said, “There’s always that

possibility.…This is a government of
national unity. All kinds and all sides
are trying to unite behind the gov-
ernment, and it’s very difficult to
know who’s who.”

The Somali government, whose
own military is weak and poorly
trained, is heavily dependent on
Amisom for its survival.

Suicide bombers hit Mogadishu
Islamic extremist group says deadly car attack is revenge for U.S. raid that killed militant
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Saarar Azadi, left, is comforted by a fellow demonstrator at a rally in New York
against the Iranian government as part of the ‘Global Day of Action’ protests July 25.

A Somali militia stands guard at a food distribution point on the outskirts of Mogadishu. Somali insurgents detonated two
suicide car bombs at an African Union peacekeeping base in the city on Thursday.
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By Charles Levinson

RAMALLAH, West Bank—A Qa-
tari-backed telecoms start-up in the
West Bank is threatening to pull the
plug on its investment here, citing
the Israeli government’s refusal so
far to turn over all the bandwidth it
promised in a deal with the Palestin-
ian Authority last year.

A pullout by Wataniya Mobile,
majority owned by Qatar Telecom-
munications Co., or Qtel, would be a
big blow to the West Bank economy.
Wataniya has promised to invest
$700 million in the Palestinian terri-
tories over the next 10 years. A pri-
vate investment fund linked to the
Palestinian Authority and tasked
with promoting long-term growth
Palestinian growth owns a minority
stake in the company.

It already employs 250 Palestin-
ians and says it expects to generate
3,000 jobs in indirect employment
once fully operational. The company
represents one of the biggest foreign
investments in Palestinian history.

The spat comes as Israeli Prime
Minister Benjamin Netanyahu has
promised economic improvements in
theWestBank asa pillarofhisPalestin-
ian strategy. Israel has been criticized
for hindering the West Bank economy
by erecting security checkpoints and
enforcing restrictions on the move-
ment of goods and people through the
territory. In recent months, it has
made good on promises to remove
scores of those checkpoints.

That has helped boost West Bank
economic growth. But Palestinian of-
ficials criticize Israel for not living up
its end of the bargain with Wataniya.
“You have a major investment here
trying to get started, and it’s crucially
dependent on getting spectrum from
Israel,” said Palestinian Prime Minis-
ter Salam Fayyad in a recent inter-
view. “And still we don’t have it.”

Israeli officials say that the band-
width they have offered is sufficient
for Wataniya to get started and that
the remainder will be delivered later.

According to a July 28, 2008,
agreement signed by Israel and the
Palestinian Authority—a copy of
which was reviewed by The Wall
Street Journal—Israel promised to
turn over 4.8 megahertz of band-
width to the Palestinians for Wa-
taniya’s use, in two tranches—one
on Jan. 1 and a second on March 1.

Instead, Israel recently agreed to
turn over 3.8 megahertz. Wataniya
says that is insufficient to compete
with Israeli and Palestinian cellular
providers, since it won’t be able to of-
fer data-transfer services or serve
enough customers to make the invest-
ment profitable. “From our point of
view, the capacity we have trans-
ferred is enough for their needs,” said
Yechiel Shavi, a spokesman for Isra-
el’s Ministry of Communications. “We
will enlarge the capacity to 4.8 mega-
hertz as promised in the future.”

Mr. Shavi and other Israeli offi-
cials say they are withholding the re-
maining promised bandwidth be-
cause the Palestinian Authority has
failed to meet certain commitments
to Israel, though they wouldn’t spec-
ify what those commitments are.

“There are afew issuesthat thePal-
estinian Authority agreed to do that
they haven’t done,” Mr. Shavi said.
“It’s a sensitive political issue.” Mr.
Fayyad, the Palestinian prime minis-
ter, said he didn’t know why Israel was
withholding the bandwidth. Stuck in
the middle of the tussle is Wataniya.

Telecom start-up
could withdraw
from West Bank
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By Christopher Bjork

And Marietta Cauchi

MADRID—Travel-reservations
company Amadeus IT Group SA is
considering an initial public offer-
ing in what would be one of the big-
gest IPOs since the financial crisis
hit markets, people familiar with
the situation said.

The company, controlled by pri-
vate-equity firms BC Partners and

Cinven Group Ltd.,
has retained invest-
ment bank Roths-
child as an adviser
for a planned offer-

ing of a 30% stake in the company,
these people said Thursday.

Founded in 1987 and based in
Madrid, Amadeus is a technology
provider to the travel industry. It is
the biggest provider by number of
airline bookings in the world, ac-
cording to its Web site. Amadeus de-
clined to comment.

Rothschild has invited several in-
vestment banks to help coordinate a
potential initial public offering, said
one banker who had received an invi-
tation. Banks have until the middle
of next week to make proposals on
how much they believe they can
place with investors in a listing.

No final decision has been made,

and a listing wouldn’t be carried out
until next year, people close to the
sellers said.

Amadeus would be the first and
largest private-equity offering for
well over a year, the last one being
First Reserve Corp.’s $2.5 billion list-
ing of Czech miner New World Re-
sources in May 2008, according to
Dealogic.

Amadeus was taken private four
years ago in a Œ4.34 billion ($6.39
billion) takeover led by the two Euro-
pean buyout firms. They now con-
trol 52.76% of Amadeus.

One person said Amadeus could
be valued as high as Œ8 billion,
though others said that figure may
be too high.

The company generated revenue
of Œ2.86 billion in 2008, up 2.2%

from a year earlier. Its travel book-
ings fell 2.1% to Œ526.6 million in the
period, hurt by a slump in travel due
to the global financial crisis. This
trend continued into this year, with
bookings down 9.1% on the year in
the first quarter, according to Ama-
deus’s last financial statement.

Amadeus’s original owners, air-
lines Iberia Líneas Aéreas de Es-
paña SA, Air France-KLM SA and
Deutsche Lufthansa AG, still con-
trol minority stakes in the company.
It wasn’t clear whether the airlines
also would be interested in selling
shares. Air France owns a 23.14%
stake, while Iberia and Lufthansa
each own 11.57%. Amadeus manage-
ment owns the remaining 0.96%.

Iberia, Lufthansa and Air France-
KLM declined to comment.

Amadeus preps for return
Private-equity owners
may offer 30% stake
in travel company

Swiss National Bank holds
rate steady, ups GDP outlook

Lloyds is seen as unlikely
to raise sufficient capital

An IPO by travel-reservations company Amadeus would be one of the biggest
since the financial crisis hit. Here, lining up at O’Hare International Airport, Chicago.

By Sara Schaefer Muñoz

LONDON—The U.K.’s top finan-
cial regulator has determined that
Lloyds Banking Group PLC most
likely wouldn’t be able to raise
enough capital from private inves-
tors to bolster its finances, greatly
reducing the bank’s prospects of
backing away from a government
asset-insurance plan, a person fa-
miliar with the matter said.

The Financial Services Authority
has been “stress-testing” Lloyds’s
books to determine how much capi-
tal it needs to weather a recession
and a portfolio of bad loans, the per-
son said.

The tests come after Lloyds
Chief Executive Eric Daniels said
last month that the worst was be-
hind the bank, and he suggested
that it mightn’t need the govern-
ment asset-insurance plan that
could require it to surrender a ma-
jority stake to the state. Another
person familiar with the matter
said that Lloyds wants to back
away from government insurance
plan entirely, citing an improved

economic outlook and stronger
share price since the bank agreed
to the plan in March.

But given the FSA’s view, it is al-
most certain that Lloyds will still be
required to take part in the govern-
ment plan, though it may dial back
its participation by reducing the
number of assets insured.

The asset-insurance plan was
drawn up by the U.K. government
earlier this year to ring-fence
banks’ bad assets. Lloyds in March
agreed to insure a pool of roughly
£250 billion ($412.6 billion) in ex-
change for a fee and a larger govern-
ment stake. Lloyds is already 43%
state-owned after a government
bailout last fall.

When Lloyds initially agreed to
the plan, it had just reported billions
in losses tied to souring loans it inher-
ited after buying HBOS PLC, the U.K.
mortgage lender, and the plan was
seen as crucial to the bank’s survival.

Lloyds’s stock price has roughly
doubled since it lows at the start of
the year, gaining 0.5% Thursday to
109.68 pence on the London Stock
Exchange.
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Pound possible for carry trade
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yielding currency to sell has a
wide choice right now, including
the dollar, which is becoming
widely touted as a new funding cur-
rency in its own right.

Moreover, many believe it is
tough to try to seek profits from
selling sterling against the U.S. dol-
lar, because the greenback’s own
problems are likely to keep that
currency pair stable.

The pound has long been a high-
yield currency, so a shift to behav-
ing like key lower-yielding denomi-
nations would be a sharp break
with normal patterns. For some, it
is too big a leap.

“Never say never,” said Thanos
Papasavvas, a currency investor at
Investec Asset Management in
London. “But it would be quite a
change to have sterling as a fund-
ing currency.”

Continued from page 17

By Anita Greil

And Goran Mijuk

ZURICH—The Swiss National
Bank kept its target interest rate at
0.25% Thursday but upgraded its
forecast for gross domestic product,
saying it now expects the economy
to shrink by only 1.5%-2% this year.

The SNB, which said it will stick
to its expansionary monetary pol-
icy, had previously predicted the
Swiss economy would shrink by
2.5% to 3% this year. But after the
release of better-than-expected
second-quarter GDP data and a
string of encouraging leading indi-
cators in recent weeks, econo-
mists said the central bank’s previ-
ous outlook was too gloomy.

The central bank said it will con-
tinue to intervene in currency mar-
kets to weaken the Swiss franc. A
strong franc is rendering imports
cheaper, which is increasing the
risk of deflation, or a prolonged pe-
riod of falling prices.

The SNB “will continue to act
decisively to prevent any apprecia-
tion of the Swiss franc against the
euro,” though the SNB didn’t give
a specific intervention goal.

Economists expect the SNB to
intervene when the currency
moves toward 1.5 Swiss francs
against the euro. Late afternoon
Thursday in New York, the euro

stood at 1.5164 francs, down from
1.5187 a day earlier.

The SNB also said it will con-
tinue to provide the market with a
“generous supply of liquidity” and
buy Swiss franc bonds.

The SNB, meanwhile, revised
up its inflation forecasts for the
next two years. It expects prices to
rise by 0.6% in 2010 and then by
0.9% in 2011, after falling by 0.5%
in 2009.

The SNB, however, cautioned
that its inflation targets may fail
to materialize. “Although the fi-
nancial industry is well into the
process of recovery, another dete-
rioration cannot be entirely ruled
out,” the SNB said. “A risk of defla-
tion therefore remains.”

The central bank had previ-
ously forecast inflation of 0.4% in
2010 and 0.3% in 2011.

The SNB left the target range for
the London interbank offered rate,
or Libor, unchanged at 0% to 0.75%,
saying it aims to bring the rate
down to the lower part of the range,
thus effectively targeting 0.25%.

Meanwhile, economists said
the increased inflation forecast
could trigger a policy change next
year. “The question is if the SNB
will first hike rates or phase out
some of its unconventional policy
measures such as buying back cor-
porate bonds,” said Kaspar Kirkeg-
aard of Danske Bank.
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U.S. to end Iraq detainee operations by August
Just 2 camps remain;
‘lessons’ learned
from Abu Ghraib

By Gina Chon

BAGHDAD—The U.S. military has
learned a lot of lessons since the
Abu Ghraib prison scandal and
plans to be out of detainee opera-
tions in Iraq by August, said Brig.
Gen. David Quantock, head of de-
tainee operations.

Only two U.S.-run detention fa-
cilities now exist in Iraq, after the
closure of Camp Bucca in southern
Iraq on Wednesday. The 8,305 de-
tainees who are still in American
custody are being held at Camp
Cropper in Baghdad or Camp Taji,
north of the capital.

As part of the security agreement

between the U.S. and Iraq signed last
year, all detainees in U.S. custody
must be released or transferred to
the Iraqi government. So far this
year, more than 5,700 detainees have
been released and an additional
1,360 have been transferred to Iraqi
control based on arrest warrants,de-
tention orders or court convictions,
according to U.S. military figures.

American military treatment of
detainees in Iraq became an explo-
sive issue in 2004 after pictures sur-
faced of Iraqi detainees being
abused at the Abu Ghraib prison in
western Baghdad.

Since then, Gen. Quantock said,
the U.S. military has learned “many
lessons.” Previously, detention fa-
cilities were aimed at merely hold-
ing prisoners before they were repa-
triated. But now U.S.-run prisons of-
fer vocational training and Islamic
discussion programs so detainees
can become productive citizens

when they are released.
At Camp Cropper, reporters

were shown artwork and stuffed ani-
mals produced by detainees, who
are divided among Sunnis, Shias

and religious militants. A computer
class is the most popular among de-
tainees there. The U.S. military is
working to ensure those programs
continue after detainees are handed

over to the Iraqi government, ac-
cording to several military officials.

But there are several challenges
facing Iraq in taking control over
detainee operations, including in-
adequate financial resources, Gen.
Quantock said. In January, the U.S.
military plans to transfer the
Camp Taji detention facilities,
which cost $5 million a year to op-
erate and maintain, to Iraqi con-
trol. With the country facing a bud-
get crisis, it doesn’t have the ability
to spend the same amount of re-
sources as the U.S. military, Gen.
Quantock said. The U.S. is working
to make the handover feasible by
switching power sources from gen-
erators to the national power grid
and other methods to reduce costs.

MONEY & INVESTING

By Paul Hannon

LONDON—The euro zone’s sur-
plus in its trade with the rest of the
world hit a seven-year high in July
as exports rose significantly, mak-
ing it increasingly likely that the cur-
rency area’s economy will grow in
the third quarter.

The European Union’s statistics
agency, Eurostat, Thursday said the
16 countries that use the euro had a
combined trade surplus of Œ12.6 bil-
lion ($18.56 billion) in July—the larg-
est since July 2002, when the surplus
hit Œ13.5 billion. The surplus was
larger than economists had expected.

Eurostat also revised its esti-
mate of the June trade surplus, to
Œ5.4 billion from Œ4.6 billion.

The surge in the trade surplus re-
flected a significant increase in ex-
ports, which were up to Œ115.3 bil-
lion from Œ106.9 billion in June,
while imports rose much more mod-
estly, to Œ102.7 billion from Œ101.6
billion.

On a seasonally adjusted basis,
exports rose 4.1% from June, while
imports fell 0.3%, giving a trade sur-
plus of Œ6.8 billion, up from Œ2.3 bil-
lion in June. It was the second
straight monthly rise in exports.

The pickup in exports likely re-
flects strengthening demand in over-
seas markets as the global economy
starts to emerge from recession and
businesses start to rebuild their in-
ventories to meet an expected
pickup in sales.

If sustained in August and Sep-
tember, the revival in exports would
provide a significant boost to the
euro-zone economy, which con-
tracted only marginally in the sec-
ond quarter and is likely to grow in
this quarter.

However, policy makers will be
wary of the impact of the stronger
euro on the sustainability of the re-
covery in exports.

Trade flows remain well below
the levels recorded in 2008, when ex-
ports totaled Œ142.8 billion and im-
ports totaled Œ146.3 billion. For the
first six months of this year, the euro
zone’ssurplusinitstradeinmanufac-
tured goods widened to Œ96.5 billion
from Œ145.2 billion in the year-earlier
period,althoughitsdeficit initstrade
in energy products narrowed to Œ97.6
billion from Œ156.7 billion.

Brig. Gen. David Quantock, right, in
charge of detainees in U.S. custody in
Iraq, stands at Camp Bucca Wednesday.

Euro zone says
July trade surplus
hit 7-year high
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Global bond sales hit
$4.46 trillion, top 2008

California investigates
ratings firms’ role in crisis
State attorney general
subpoenas companies
on high-risk securities

Rate of liquidation slows
for the hedge-fund industry

By Duncan Kerr

Total bond sales, including those
by governments and financial com-
panies, have hit $4.46 trillion this
year, which is more than the $4.4 tril-
lion that was carried out in all of
2008, Dealogic said Thursday.

The chief driver of issuance this
year has been nonfinancial compa-
nies, which reached their annual
record for issuance earlier this year.
Corporate bonds valued at $1.22 tril-
lion have been sold through Sept.
16—up 37% from the previous full-
year record of $893 billion last year.

Dealogic said that while volume
by value of bond issues is up, the
number of individual deals to price
is at its lowest year-to-date level
since 2000. It added that the aver-
age deal size is at a record high of
$340 million, up 40% from $243 mil-
lion last year.

The Americas is the only region in
which debt capital-markets volume
hasn’t yet surpassed last year’s total
issuance, the report said. Issuers in

the Americas have sold $1.71 trillion
of bonds this year, 16% off the $2.03
trillion issued in total last year.

“We are supposed to be living
through the worst crisis of the post-
war period. Someone has forgotten to
tell that to the credit markets,” Suki
Mann, chief European credit strate-
gist at Société Générale, said recently.

Credit spreads, which indicate
how much extra yield bond inves-
tors are demanding to take on risk,
soared to record highs in the wake
of the Lehman Brothers bankruptcy
last fall and again in March this year,
but have rapidly come down from
those peaks.

The difference in the rates Euro-
pean nonfinancial companies offer
above government bonds has nar-
rowed from about 5.48 percentage
points at the start of the year to
about two percentage points this
month, according to Morgan Stan-
ley. The bank labeled the spread
tightening “one of the fastest credit
rallies in almost 100 years.”
 —From Financial News

By Tess Stynes

California Attorney General Ed-
mund G. Brown Jr. began an inves-
tigation into three major U.S.
credit-rating companies and their
role in the financial crisis, in part
to determine whether the firms vi-
olated California law.

The attorney general's office
on Thursday issued subpoenas to
McGraw-Hill Cos.’ Standard &
Poor's Ratings Service, Moody's
Investors Service and Fimalac
SA's Fitch Ratings to provide infor-
mation on their ratings processes
by Oct. 19.

The agencies “put their seal of
approval on high-risk mortgage-
backed securities, recklessly giv-
ing stellar ratings to shaky assets
that proved toxic to the entire fi-
nancial system,” Mr. Brown said.

The move is the latest probe
into how the ratings companies
rated billions of dollars in mort-
gage-related securities, many of
them underpinned by subprime
loans. The ratings companies’ con-
duct has been looked into by the Se-
curities and Exchange Commis-
sion and internal reviews by the

ratings companies themselves.
More recently, the SEC’s internal
watchdog has criticized the agen-
cy’s own handling of the credit-rat-
ing firms.

California, for its part, has
been one of the states hardest hit
by the housing crisis. While U.S.
foreclosure starts on subprime
loans—those that ignited the mort-
gage and banking crises—have
slowed in recent months, loans ex-
tended to borrowers with good
credit are deteriorating at a faster
clip amid rising unemployment.

S&P earlier Thursday said it
has recalibrated its ratings crite-
ria for collateralized debt obliga-
tions, resulting in the ratings
firm’s putting about 4,790
tranches of securities totaling
$578 billion on watch for down-
grade. CDOs, which use sliced-and-
diced assets such as subprime-
mortgage bonds to create custom-
ized products offering various lev-
els of risk, have been at the heart
of steep write-downs at big banks
and brokerage firms.

Note: 2009 data are year to date                 Source: Dealogic

Sales slip
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one of the states
hardest hit by the
housing crisis.

By Margot Patrick

LONDON—The pace of hedge-
fund liquidations slowed again in
the second quarter, but surviving
funds are being forced to lower fees,
data provider Hedge Fund Research
Inc. said.

Just over 3% of hedge funds
world-wide, or 292 funds, went
out of business in the three
months ended June 30, HFR said
Thursday, down 22% from the 376
funds that liquidated in the first
three months of the year.

In 2008, hedge funds’ worst
year on record in terms of losses,
1,471 funds liquidated. Average
losses were more than 19%.

Performance in 2009 has been
much better, along with broader
stock and bond markets, at an aver-
age return of 14% in the eight
months ended Aug. 31. That has
made it easier to launch new
funds, with 182 started in the sec-
ond quarter, up from 148 in the
first quarter.

The results in 2008 shook inves-
tors’ confidence in the hedge-fund
industry’s claim it could make
money regardless of whether mar-
kets were going up or down. The
appeal of the investments also
waned as many hedge funds exer-
cised their right to refuse inves-
tors’ requests for redemptions,

saying they didn’t want to be
forced sellers of assets.

One apparent consequence is
that the average incentive fee that
managers collect on a fund’s per-
formance has come down. HFR
said fees have declined for three
quarters and stand at 19.18%,
down from 19.34% in the first quar-
ter of 2008.

Though the fees still are an
anomaly within asset manage-
ment, where most fund managers
don’t get any cut based on perform-
ance, the decline shows that the
traditional hedge-fund model of
“2 and 20”—2% fees to manage
money and 20% on performance
gains—is breaking down.

“As hedge-fund-industry con-
solidation continues, multiple
data…suggest the impact of a tu-
multuous 2008 remains both wide-
spread and sustained,” said HFR
President Kenneth Heinz. “Per-
formance gains for 2009 have
been the strongest since 1999, but
investors are making demands for
greater transparency and struc-
tural improvement, setting the
stage for the next period of indus-
try expansion.”

HFR said J.P. Morgan Chase &
Co. is the largest prime broker by
assets, while Goldman Sachs
Group Inc. is prime broker to the
biggest number of funds.

MONEY & INVESTING

By Matthias Rieker

Citigroup Inc. Chief Executive
Vikram Pandit said he expects the
bank to eventually divest its entire
stake in Morgan Stanley Smith Bar-
ney LLC.

In June, the New York bank
formed a joint venture with Morgan
Stanley that includes Citigroup’s
Smith Barney brokerage businesses.
Mr. Pandit said Citigroup “antici-
pates” Morgan Stanley’s power to
amass full ownership of the com-
bined operation “will take us out of
our remaining 49% stake.”

Speaking at a Barclays confer-
ence Wednesday in New York,
Mr. Pandit wouldn’t disclose
whether delinquencies and losses
from soured loans at Citigroup im-
proved in the third quarter or give a
timetable for repaying Troubled As-
set Relief Program funds.

“Unfortunately for us, Citi was
on the forefront of much of what
went wrong, and our losses were
substantial as a result,” Mr. Pandit
said. Still, he added, “this is a differ-
ent company than it was 18 months
ago,” noting that Citigroup has
“turned the corner on key issues, in-
cluding capital.”

After the financial crisis ebbs,
Citigroup will generate industry-
leading returns, Mr. Pandit said. Citi-
group aims for an annual return on
assets of 1.25% to 1.5%.

Asked about a reverse stock split
for Citigroup’s battered shares,
Mr. Pandit said with a chuckle: “I for-
get, what happened when the other
company did that?” Earlier this
year, American International Group
Inc. did a 1-for-20 reverse split. The
insurer’s shares fell sharply but now
are trading at a higher price than at
the time of the split.

“Nevermind,” Mr. Pandit said.
“Look, our job is to manage the com-
pany, execute on the strategy, get us
clearly in the zone of sustainable
profitability. Let the stock price fol-
low from there.” A reverse stock
split is “the board’s decision and it’s
not something the board is focused
on,” he said.

Mr. Pandit is continuing his push
to get rid of businesses and assets
separated earlier this year into the
Citi Holdings unit. The unit has
agreed to sell Nikko Cordial Securi-
ties and Nikko Asset Management in
Japan and will likely strike a deal for
its Japanese call-center operations
next month.

Among U.S. assets of Citi Hold-
ings are the credit cards Citigroup is-
sues for retailers Sears Holdings
Corp. and Macy’s Inc., which the
bank intends to sell, according to a
person familiar with the matter. Citi-
Financial and Primerica are some of
the largest units Citi Holdings will
eventually divest itself of.

The brokerage joint venture with
Morgan Stanley was seen from the
start as likely to wind up under full
control of Morgan Stanley.

“The creation of Citicorp and Citi
Holdings reflects our strategy to re-
focus the company on our greatest
strength: our global institutional
and consumer banking businesses,
while exiting noncore businesses
and reducing risk assets,” a Citi-
group spokeswoman said.
 —Peter Lattman

contributed to this article.

Citigroup plans
to unload stake
in Smith Barney

THE MART
ANNOUNCEMENTS BUSINESS OPPORTUNITIES

INVITATION TO BID
OBJECTIVE: Quotation requested for

RCRA Closure (Industrial
Pre-cleaning/Investigative Phase)

of Konica Minolta’s campus
located at 71 Charles Street,

Glen Cove, NY 11542; shown on:
Survey Maps (Nassau County Land

and Tax Map)
SEC 31, BLK (G) LOTS 3, 5, 13, 213, 227,

230 & 231
SEC 31, BLK (49) LOT 604
SEC 31, BLK (E) LOTS 374,

391 & 392
CONTACT INFORMATION:

Cory Kirkbride
(616) 957-2650 ext. 4013

ckirkbride@gi.konicaminolta.us
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BUSINESSES FOR SALE

ELECTRIC MOTORMFR.
40,000 sq. ft. modern building w/
automated stacker and equipment

to produce 5,000 c-frame 2-pole shaded
pole motors /day.

Box # 1944 TheWall Street Journal
545 E. John Carpenter Frwy
Suite 400 Irving, TX 75062

à As with all investments,
appropriate advice should

be obtained prior to
entering into any
binding contract. à

BUSINESS OPPORTUNITIES
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