
SAD HOMECOMING: Soldiers at Ciampino Airport in Rome carry coffins containing the bodies of six
soldiers who were killed by a bomb in Afghanistan on Thursday.

Carbon concerns

Can countries cut emissions
without hurting growth?
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By E.S. Browning

Rarely has the stock mar-
ket seen a six-month rally
like the one it just turned in.
The Dow Jones Industrial Av-
erage’s 46% surge was one of
just six of that magnitude in
the last 100 years. And that
is exactly what worries
many analysts.

All previous rallies of this
magnitude took place in the
1930s and the 1970s, accord-
ing to Ned Davis Research.
Those were periods of turbu-
lence for both the economy
and the markets, and none of
the gains was sustained.

Many analysts believe
that stocks are again in such
a turbulent period, and that
this rally could lead to an-

other slump. Stocks did en-
joy a rally of 40% in 1982, at
the start of a long-running
period of stock-market pros-
perity. That rally wasn’t of
the same magnitude of the
others, however. It came as
economic troubles, notably
inflation, were finally being
squeezed out of the econ-
omy.

“We could end up having
another big decline next
year,” said Tim Hayes, Ned
Davis’s chief investment
strategist, who correctly
forecast a rally early this
year. “Right now, people are
asking me, ‘Is it too late to
get in?’ We are saying, sure,
you can get in, but don’t fall
asleep at the wheel, you
have to get out, too. If you
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Italians bid farewell to fallen returnees

The EU-Iran axis
Europe’s fetish for
dialogue and trade deals
helps the mullahs. Page 15
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What’s
News

A bear market lurks

as Dow nears 10000

By Bob Davis

And Stephen Fidler

WASHINGTON—The
Group of 20 nations is scram-
bling to finalize a plan before
this week’s Pittsburgh sum-
mit that would commit the
U.S., Europe and China to
make big changes in national
economic policies to produce
lasting growth as the world re-
covers from the worst reces-
sion in decades.

The G-20 summit, the
third such gathering in a year,
is shaping up as a test of
whether industrialized and
developing nations can func-
tion as a board of directors
for the global economy. The
focus is on a previously undis-
closed U.S. proposal, called
the “Framework for Sustain-
able and Balanced Growth,”
which, if it is implemented,
would involve measures such
as the US saving more and cut-
ting its budget deficit, China
spending more and relying
less on exports and Europe
making structural changes to
boost business investment.

The G20 is working on
ways to enforce commit-
ments countries make, which
would involve annual reviews-
though no specific sanctions.
Similar efforts have been at-
tempted in the past and
failed, but the U.S. and other
believe that having faced
down the deepest recession
since the Great Depression

will produce a different result
this time.

“As private and public sav-
ing rises, the world will face
lower growth unless other
G-20countriesundertakepoli-
cies that support a shift to-
wards greater domestic, de-
mand-led growth,” Senior
White Houseaide MichaelFro-
man wrote to his G-20 col-
leagues in a letter dated Sept.
3. In the missive, which has
not been made public, he
called the framework “a
pledge on the part of G-20
leaders”to press new policies.

The proposalhas setoff po-
litical wrangling among the
G-20, with European coun-
tries arguing that the U.S. may
be unrealistic about how rap-
idly the global economy can
grow and with China warily
agreeing to participate. The
U.S. helped bring along the
Chinese by endorsing
Beijing’s view that developing
countries deserved a bigger
stake in the International
Monetary Fund said several
G-20 officials.

As the air of crisis is dissi-
pating and the outlook for the
global economy improves,
the political appetite to push
through difficult changes is di-
minished. The G-20 countries
have yet to decide how de-
tailed to make their pledges
to change. And the U.S. and Eu-
rope have different ideas on
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AerCap agreed to acquire ri-
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Genesis for $300 million.
The Dutch and Irish compa-
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– fuel for thought –

Women help strengthen economies.
Women in developing countries reinvest up to 90 percent
of their income in their families’ health, education and
well-being—the building blocks for strong economies.
That’s one reason why ExxonMobil helps provide women
with the skills and tools to reach their economic potential.

To learn more, go to www.exxonmobil.com.
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Emerging markets have
surged too quickly for many
investors to catch. Could
there be a second chance
with consumer-staples com-
panies with heavy exposure
to developing economies?

While the U.S. tries to
creep out of recession, parts
of the developing world
seem to have bounced back
faster.

Valuations in stock mar-
kets such as Brazil have dou-
bled from their lows. In
turn, investors have flocked
back to large companies
with international exposure,
such as Caterpillar.

And yet, many consumer-
products stocks with large
emerging-markets exposure
haven’t been rewarded to
the same degree.

Barclays Capital’s Lauren
Lieberman said consumer
staples trade at their lowest
valuation relative to the
broader market since 1999.

Take Avon Products.
Roughly 60% of the compa-
ny’s sales are in emerging
markets, which are far more

profitable than its domestic
business.

Avon’s Latin American op-
erating margins are about
18% compared with 10% in
North America, Ms. Lieber-
man said.

A softer U.S. dollar could
add another jolt. At times
over the past year, Avon’s
stock was punished by the
dollar’s rise.

But Brazil’s currency, the
real, now trades at the same
level against the dollar as it

did a year ago, having
dipped by as much as 28% in
the interim.

A weaker dollar could
lead commodity markets to
rally further, increasing in-
put costs. But that probably
isn’t a burden for Avon, with
raw materials accounting for
a small fraction of the cost
of many makeup products.

Colgate-Palmolive, with
roughly half its sales in
emerging markets, already
has been protecting margins
by passing input costs to
consumers.

That is largely because it
has few competitors in many
markets. In some South
American countries, it sells
the majority of all tooth-
paste consumed. That has
helped it maintain double-
digit-percentage organic
sales growth in emerging
markets over the past year.

Of course, the rest of Col-
gate’s sales are in developed
markets, where sales growth
could remain unimpressive.
But Colgate has kept adver-
tising spending at roughly

11% of sales over the past
three years, higher than ri-
val Procter & Gamble’s. And
Colgate’s plan to boost adver-
tising spending this year
should help protect market
share.

Granted, Colgate and
Avon both trade at about 16
times next year’s consensus
earnings, modestly higher
than the average consumer-
staple stock.

But that shouldn’t be rea-
son to turn them down. J.P.
Morgan’s John Faucher said
that before the economic cri-
sis, consumer-products com-
panies with greater emerg-
ing-markets exposure
tended to command a pre-
mium.

Certainly, more economi-
cally sensitive industries are
a bigger bet on emerging
markets. But it looks like the
real money on that trade al-
ready has been made. Less
risky consumer staples
should pay off even if econo-
mies don’t bounce back
quite as fast as some hope.
 —John Jannarone

More at WSJ.com/Heard

Horse trading at Lloyds
Lloyds Banking Group

has admitted the worst-kept
secret in London: It wants to
renegotiate its participation
in the U.K.’s asset-protection
program. Lloyds makes clear
it isn’t happy with the origi-
nal deal on insuring £250 bil-
lion ($405.98 billion) of trou-
bled assets, but that all op-
tions remain on the table
from full participation to
complete withdrawal.

The complexity is exacer-
bated by many interested
parties with different agen-
das. These include: the Trea-
sury, provider of the insur-
ance; U.K. Financial Invest-
ments, the bank’s controlling
shareholder; the Financial
Services Authority, Lloyds’s
regulator; and the European
Commission, which is investi-
gating the bank’s participa-
tion in the program and its
2008 merger with HBOS.

With the original deal al-
ready proving hard to com-
plete—both sides continue
to argue over issues such as
managing assets and how
the insurance would pay
out—it makes no sense to
start adding permutations.

That is unlikely to deter
Lloyds from trying. For
Lloyds and its chief execu-
tive, Eric Daniels, a deal that
keeps the government’s post-
program stake below 60%
would salvage some honor
following the HBOS acquisi-
tion. The government, too,
will be tempted to keep a lid
on its stake in a bank that
has become a political em-
barrassment.

But cooler heads should
prevail. While the economic
outlook has improved, no
one can be sure of the con-
tinued recovery or what will
happen to different asset
classes. Lloyds should be
told to choose: in or out of
the program, subject to pass-
ing the FSA stress test ear-
lier this year. And because it
is unlikely Lloyds can raise
the £25 billion-plus that
would enable it to quit the
program, that effectively
means staying in and com-
plying with whatever reme-
dies the European Union im-
poses, even if it costs share-
holders a lot of money and
Mr. Daniels his job.
 —Simon Nixon

A bear market is lurking as the Dow approaches 10000

Consumer staples look primed

are looking to put money in and
then not look at it for a year, you
are taking a big chance.”

For now, the year that once
looked lost is starting to look like

just the opposite,
with the Dow up
12% since 2009 be-
gan. At 9820.20
Friday, it is clos-

ing in on 10000, a sight few antici-
pated when the Dow hit a 12-year
low of 6547.05 on March 9.

The current period is similar to
the 1970s and the 1930s in the
sense that the rally of the past six
months came after an even bigger
decline. That doesn’t mean that
the future has to play out like the
1930s or the 1970s.

As of today, stocks already have
gone through a decade of trouble,
and some analysts think the worst
finally may be over. Even if stocks
don’t return to their March lows,
however, they still could see some
sharp ups and downs.

Even the Federal Reserve has
been warning that the economy re-
mains far from normal, and that
more difficulties lie in the future.
Economic instability also was the
problem in the 1930s and 1970s.

The 48% rally of 1929-1930
turned out to be a tragic misfire,
leading to an 86% plunge. The ral-
lies in 1932 and 1933 together sent
the Dow up to 110.74 in early 1934,
from a low of 41.22 in 1932. Stocks
then bounced up and down for
years, with sharp gains and sharp
declines.

One problem with these rallies
is that they tend to lack follow-
through. More than half the gains
tend to come in the first six
months. The rallies of 1929 and

1932 each lasted less than six
months. In 1932, the Dow rose 94%
in two months after it hit the low
point of the Depression years, but
then fell 37%. The 1933 bull market
lasted somewhat longer, but there
again, if you bought after six
months you missed most of the
gains, and then saw stocks fall
back below the level at which you
bought.

The stock market decline that
preceded the current rally was
much less severe than the 89% de-
cline of 1929-32, and few expect
stocks to endure as much turmoil
as they did during this period. But
analysts said the experience of the
1930s remains an indicator of
what may be ahead.

The bull market that began
with a rally in 1974 lasted almost
two years, much longer than those
of the early 1930s, but it was much
less powerful, rising only 76% in
all. As in the 1930s, those who
waited six months to buy missed
most of the gains, and then saw
stocks repeatedly run out of
steam, not finally bottoming until
1982. Whether the current rally
will be like the previous ones, mas-
sive early on but with poor follow-
through, remains to be seen.

But even some who see it con-
tinuing into next year worry that
it could run out of steam before
2010 is over.

“We kind of envision a 1970s-
style massive range-bound mar-

ket,” said Jordan Kotick, head of
technical strategy at Barclays Cap-
ital in New York. Eventually, this
rally will fizzle, as was the case in
the 1970s, he said.

Like many analysts, he expects
a temporary pullback this autumn,
but then expects the rally to re-
sume into next year before finally
ending. Mr. Kotick said his short-
term optimism is based on the fact
that world markets are rising in
unison, and the U.S. gains are be-
ing led by technology, industrial
and consumer stocks that feed on
the economic recovery. Their
strength suggests that the stock
gains right now are based on eco-
nomic fundamentals.

Those who want to be optimis-

tic might wish to examine the bull
market that began in August 1982.
The Dow rose just under 40% in
the six-month rally that sparked
that bull market, so the rally
wasn’t quite on a par with the oth-
ers. But that was the one short-
term rally of the last 100 years
that did lead to a long-term bullish
period for stocks. It marked the
end of a 16-year period of market
disappointments and the start of
an 18-year period of prosperity.
Stocks rose with only brief inter-
ruption until the crash of 1987.
Then the market dusted itself off
and resumed its rise, almost with-
out incident, until it began its col-
lapse in 2000.

The long-term bull market that
ran from 1982 through 2000 was
one of the strongest in modern his-
tory, and many analysts credit
then-Federal Reserve Chairman
Paul Volcker’s decision to squeeze
inflation out of the economy by
gradually raising the Fed's bench-
mark federal-funds rate to 20% in
1981.

One reason for skepticism that
the current stock market will be
analogous to 1982 is that much of
the economic adjustment, includ-
ing the raising of rates by the Fed
and the withdrawal of government
stimulus, seems to be in the fu-
ture, not in the past.

Some analysts hope that the
market’s most serious troubles
are behind it this time as well.

“The March lows were a
once-in-a-generation selling cli-
max,” from which stocks will grad-
ually move higher, said Richard
Ross, global technical strategist at
Manhattan brokerage firm Auer-
bach Grayson.

“There is certainly consider-
able upside left,” he said.

Continued from first page
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Trending abroad
Emerging-markets revenue 
as a percent of total revenue 
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Monster rallies
The Dow industrials have had few six-month 
rallies like the recent one. Stock performance 
has always slowed markedly after such a rally.

Source: Ned Davis Research
Note: Bull market defined as 20% gain from a low, bear market 20% drop from a high
*Rally already had peaked and market was declining after six months
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New finance rules necessitate pain for banks
Limits on leverage
would reduce profits;
goal is a stable system

By Mark Whitehouse

This week, leaders of the world’s
20 largest economies will launch a
debate over how new financial rules
can prevent a repeat of the Great
Panic. One fact, though, is already
becoming clear: For the rules to
work, bankers will have to suffer.

According to economists and a
Wall Street Journal analysis, pru-

dent financial-
health standards
could take as much
as a 30% chunk out
of the profits of

banking giants such as Bank of
America Corp., J.P. Morgan Chase &
Co., Citigroup Inc. and Morgan Stan-
ley—and perhaps more for the larg-
est among them. While that would
likely mean fewer losses when mar-
kets sour, it could also mean much
leaner times for bank executives
and investors.

“It may not be good news for
shareholders, but it would be good
news for the system as a whole,”
says Hyun Shin, an economist at
Princeton University who advises
central banks on financial stability.

In preparation for the G-20 meet-
ing, to be held Thursday and Friday
in Pittsburgh, global policy makers
have sketched the outlines of a plan

that will penalize risk-taking in a
number of new ways. Banks that
grow large enough to present a
threat to the entire financial system,
do a lot of short-term borrowing or in-
vest in hard-to-sell assets will have to
keep bigger capital cushions against
losses. They also will have to hold
added capital in good times to absorb
losses in bad times, and could face
limits on how much borrowed money
they can use to boost their returns.

So far, the proposals have been
short on specifics—such as exactly
how much capital banks will have to
set aside—that would allow execu-
tives and investors to assess the im-
pact on banks’ profits. Policy makers
aren’t planning to come up with a
complete set of rules until the end of
next year, a slowgoing approach that
may reflect a reluctance to spook
banks at a time when a tentative eco-
nomic recovery depends heavily on
their willingness to keep lending.

Butaseconomistsbuildabetterpic-
ture of what a new capital regime
shouldlooklike,someback-of-the-en-
velope guesses at the costs are possi-
ble. The upshot: New rules will take a
bigbiteoutofprofits,becausetheywill
place tougher limits on banks’ ability
to use large amounts of borrowed
money—one of the main ways they in-
crease theirreturns to shareholders.

Mr. Shin believes a reasonable
set of capital requirements would
cap overall leverage, or the amount
banks borrow and invest for every
dollar of their shareholders’ money.
The limits, he says, would be particu-
larly strict in boom times, when

banks tend to take on bigger risks. In
the run-up to the crisis, for example,
investment banks boosted their to-
tal assets to an average of about 30
times their total equity, up from
about 22 times four years earlier.

For investment banks such as
Goldman Sachs Group Inc., Mr. Shin
believes a reasonable leverage limit
would be 20 times—a ceiling that
Canada, for example, imposes on its
banks. For commercial banks, which
tend to be more tightly regulated be-
cause they hold customer deposits
insured by the government, he puts
the limit at 10 times.

A Wall Street Journal analysis sug-
gests that if similar limits had existed
in the five years leading up to the cri-

sis, all else being equal, the top five
surviving Wall Street banks—Bank of
America, J.P. Morgan, Citigroup,
Goldman Sachs and Morgan Stanley—
would have generated an average re-
turn on equity of 13%, compared with
the actual 17%. Citigroup would have
seen the largest drop, to 12.3% from
17.5%. Goldman would have seen the
smallest, to 18.8% from 21.3%.

The pain doesn’t end there. Pol-
icy makers are likely to impose even
tougher limits on larger and more in-
terconnected banks, out of concern
that their failure would have an out-
size impact on the whole system.
Markus Brunnermeier, a colleague
of Mr. Shin’s at Princeton, offers an
extreme example: If Bank A ac-
counted for a fifth of the industry’s
market value, and was also twice as
large as Bank B, it should face a lever-
age limit of about 8.7 times, com-
pared with 10 times for Bank B.

Representatives for Goldman
Sachs, Morgan Stanley, Bank of
America, Citigroup and J.P. Morgan
declined to comment on the esti-
mates of effects on profits.

To be sure, if tough leverage lim-
its are imposed, Wall Street banks
might face less competition and are
likely to change the way they do busi-
ness—both factors that could help
mitigate the effects on profitability.
Morgan Stanley, for example, is shift-

ing into the retail brokerage busi-
ness, in part to prepare for an envi-
ronment of lower leverage. Banks’
share prices might also hold up if in-
vestors perceive them as less suscep-
tible to busts, and thus place a
higher value on their earnings.

Some economists warn against
imposing unduly harsh capital re-
quirements and punishing size too
aggressively. For one, bigger banks
are able to offer some services more
cheaply. Harsh rules could also cre-
ate an incentive to move the busi-
ness of banking outside the purview
of regulators—a process that helped
create the current crisis.

Regulators are already imposing
costly rules on banks’ trading and de-
rivatives businesses, requiring
them to hold more cash and make
trades through centralized counter-
parties. In a recent research report,
analysts at J.P. Morgan estimated
that these and other rules could
slash global investment banks’ prof-
its by about 29% in 2011, excluding
the effects of changes in broader cap-
ital requirements.

Still, systemic risk has in some
ways increased during the crisis, as
mergers have left the banking indus-
try dominated by a handful of giant
players, none of which the govern-
ment could allow to fail without dire
consequences. “Now the banks
know they’re too big to fail,” says Si-
mon Johnson, an economist at MIT
and former chief economist at the In-
ternational Monetary Fund. “If we
keep the same banking system, you
are asking for trouble.”

In short, if bankers aren’t squeal-
ing, there’s a good chance policy
makers haven’t done their job.

CORRECTIONS &
AMPLIFICATIONS

*Average annualized returns, July 2002 – June 2007  **Total assets capped at 20 times total equity for 
investment banks, 10 times for commercial banks. 

Note: For commercial banks, measures of original leverage included assets held in conduits, based on 
estimates from New York University economist Philipp Schnabl.

Source: Capital IQ; WSJ analysis

A leaner future?
New capital requirements could take a big chunk out of banks’ 
profits. Estimates of banks’ profitability if they had faced leverage 
limits in the five years preceding the financial crisis.
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Citigroup Inc. Chief Executive
Vikram Pandit said Wednesday that
the bank has “turned the corner.” A
Money & Investing article in some
editions Friday incorrectly included
in a quote from Mr. Pandit several
words that summarized his re-
marks.

THE
OUTLOOK

By Joy Shaw

SHANGHAI—China should ac-
tively pursue the regionalization of
its currency by allowing broad-
based yuan settlement of trade in
Asia and permitting foreigners to in-
vest more of their yuan holdings,
the director of a Chinese govern-
ment think tank said Sunday.

“To push for the regionaliza-
tion of the yuan, we don’t need

trial programs [in selected cities.
The program] should be imple-
mented everywhere nationwide,”
said Xia Bin, director general of Fi-
nancial Research Institute, a State
Council research center.

Beijing has allowed Shanghai,
Guangzhou, Shenzhen, Dongguan
and Zhuhai to take part in the yuan-
settlement trial program.

Mr. Xia said the efforts China has
made to internationalize the yuan

so far—including establishing the
yuan-settlement trial program in
the five coastal cities—is far from
sufficient in generating offshore de-
mand for and liquidity in the yuan.

To achieve regionalization, con-
sidered the first step toward the
yuan’s internationalization, China
needs to develop an offshore market
for the Chinese currency. Hong Kong
would be the most suitable location
for such a market, Mr. Xia said.

Expand yuan’s trade use, urges Chinese think tank
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Cook steps down as the chairman of Walt Disney Studios

Obama retakes world stage; much at stake
Expectations high
ahead of meetings
at U.N., Group of 20

As talks approach, G-20 to press for global growth plan

FROM PAGE ONE

how to enforce them. “Implementa-
tion is always the issue,” said Timo-
thy Adams, a former senior Bush
Treasury official. “If we wait even
one more year, it may be too late.”
The sense of urgency will have
faded, he says.

Other efforts to boost U.S. sav-
ings and curtail Asian exports have
collapsed over these issues, espe-
cially after a sense of crisis had
passed. In the 1980s and early 1990s,
the Reagan, Bush and Clinton admin-
istrations regularlypushed for rebal-
ancing- although Japan was the tar-
get then-and nevermade muchhead-
way. Once Japan plunged into a de-
cade-long slump, the U.S. eased off.

In the days leading up to the Pitts-
burgh summit, representatives of
the G-20 nations have agreed how to
dodge one big issue, say negotia-
tors. Devising an “exit strategy” to
withdraw the monetary and fiscal
stimulus deployed to fight the glo-
bal recession. The solution is to say
such a strategy is necessary but not
to offer specifics, such as how to
phase out fiscal and monetary stimu-
lus, for fear that could spook mar-
kets into anticipate a quick pull-
back, G-20 officials say.

A compromise is emerging on an-
other, two-pronged issue: How best
to keep financial excess and corpo-
rate compensation in check. The
summit is likely to produce support
for new limits on compensation, a
theme being pushed by the Europe-
ans. The G-20 is also expected to ap-

prove new requirements that banks
hold more capital to discourage risk-
taking and absorb big losses-a key
U.S. priority.

G-20 officials say they are count-
ing on sense of camaraderie to keep
them working together rather than
pursuing conflicting national goals.
“Inthisageofdeeperglobalization,in-
ternational coordination is critical,”
saysIlSaKong,aprominentSouth Ko-
rean economist who oversees that
country’s G-20 effort. “The leaders
learned this lesson; they felt it.”

China, meanwhile, has pressed
for more voting power at the Inter-
national Monetary Fund for develop-
ing countries. In response, the U.S.
is pushing the G-20 to agree to
change IMF voting, so that it’s split
nearly 50-50 among industrialized
and developing countries, rather
than the current 57% to 43% line-up
in favor of wealthier nations. Al-
though much of the lost power
would come at the expense of Eu-
rope, the European Union leaders
said at a recent meeting that they
would support a change, although
they didn’t lay out specifics. . The
precise number may be decided by
leaders in Pittsburgh.

The move to give developing
countries a bigger voice has built a
degree of trust within the G-20
and helped give impetus to make
the framework for growth a cen-
tral focus. If implemented, the
framework would require signifi-
cant policy making on the part of
all the major countries, negotia-

tors from several countries said.
Countrieswouldneedtomakespe-

cific proposals later, with those run-
ning current account deficits, most
notably the U.S., demonstrating how
they would boost savings, and those
running surpluses - china, germany
and Japan, among others-detailing
howtheywouldreducerelianceonex-
ports. That’s likely to involve the U.S.
committingtosharpdeficitreduction
by government and, could require tax
measurestofurtherboostprivatesav-
ings, such as limits on deductibility of
mortgage interest.

Europe would need to improve
competitiveness, said several Euro-
pean G-20 officials. That would
likely include passing investment-
friendly tax measuresand couldreig-
nite the controversy over whether to
take measures as making it easier to
fire workers-on the theory that
would encourage companies to hire
as well.

China would face perhaps the big-
gest challenge: remaking its econ-
omy so it relied far less on exports to
the U.S. and running up huge foreign
exchange reserves. That could mean
revaluing its currency and investing
heavily in government health and
pensions, so that Chinese consum-
ers don’t save so much and have
more cash to spend.

In the past, China has shied away
from such “rebalancing” efforts be-
cause of the magnitude of the
changes and because it believes it’s
being singled out for the world eco-
nomic woes, which it feels were

caused by regulatory lapses and
other failings in the U.S. and Europe.
“They don’t want fingers pointed at
them,” says Nicholas Lardy, a China
expert at the Peterson Institute for
International Economics, a Washing-
ton think tank. “It comes up over
and over again.”

But U.S. and European officials
say that this time China is on board
becauseitrecognizes thatit’s export-
driven model won’t deliver suffi-
cient growth in the future, and be-
cause the framework would spread
the political pain to trading part-
ners, too.

But while there is general agree-
ment on the desirability of the
framework, there is not yet agree-
ment on how detailed a commit-
ment to make in Pittsburgh or on
how to enforce a deal.In 2006, the
IMF tried its hand at rebalancing by
convening talks among the U.S.,
Euro-zone nations, Japan, China
and Saudi Arabia.

Specific proposals were made,
but nothing was implemented, as
Treasury Secretary Henry Paulson
figured he’d have better luck bar-
gaining bilaterally with China. He
didn’t, especially when each coun-
try’s economy was expanding. “The
really hard part is getting an agree-
ment of what the rules should be
and what the penalty is” for break-
ing them, said Anne Krueger, a
former IMF deputy managing direc-
tor. G20 officials argue that if they
don’t succeed this time, the world
will remain stuck in economic pat-

terns that could reduce potential
growth and perhaps produce an-
other crisis down the line.

Any new framework hinges on
proper enforcement. To that end, Eu-
ropean sherpas are pushing for a
“trigger” mechanism - meaning if a
country’s current account surplus
or deficit goes over a certain limit,
that would require negotiations to
get the country back in line. The U.S.
is pressing for what it calls a “peer
review” process, by which G-20
countries would assess whether
each other’s policies are working.
That could require a permanent
G-20 staff, which few countries
want. More likely is that the IMF will
be called in to do technical assess-
ments for the G-20.

None of the countries, though,
are calling for specific penalties,
such as trade sanctions or foreign-
exchange penalties for countries
that don’t live up to their promises.
Threats of penalties have frightened
off Asian nations in the past and
would likely sour any deal.

Instead, the G-20 officials point to
how they have dealt with protection-
ism as a model. Each country regu-
larlypledges itwon’t take any protec-
tionistaction.TheWorldTrade Orga-
nization calls out countries that vio-
late their pledge. (They all do to one
degree or another, with the U.S. re-
strictions on Chinese tire imports be-
ing the latest.) Generally, G-20 offi-
cialsbelievethepledgeshavehadare-
straining effect on governments cop-
ing with the deepest recession since
the Great Depression, when nations
competed to lift tariff barriers.

Continued from first page

By Ethan Smith

Dick Cook, chairman of Walt Dis-
ney Co.’s financially troubled film-
studio operation, said he is stepping
down “effective immediately,” ac-
cording to a statement the company
issued Friday.

Despite Disney’s strong brand
and fabled history in family entertain-
ment, Walt Disney Studios’ finances
have slipped in recent years. In con-
trast with the consistent success of
Disney’s Pixar Animation unit, many

costly Disney Studios productions
have proved to be commercial disap-
pointments, including “G-Force,”
“Confessions of a Shopaholic” and
“Race to Witch Mountain.”

Disney Chief Executive Robert
Iger has repeatedly singled out the
movie studio for public criticism in
recent months. “Studio perform-
ance was disappointing,” Mr. Iger
told analysts during a conference
call in May of this year, “something
they would be the first to admit.”

In Friday’s statement, Mr. Iger

thanked the departing executive for
“hismanyaccomplishments andcon-
tributions to the Walt Disney Stu-
dios, including a very promising up-
coming film slate.” In the same state-
ment, Mr. Cook, 59 years old, said: “I
have been contemplating this for
some time now and feel it’s the right
timefor me to move on to new adven-
tures.”

Messrs Cook and Iger weren’t
available to comment, according to
a spokeswoman for Disney. A succes-
sor for Mr. Cook wasn’t named.

For the quarter ended June 28,
the most recent for which Disney has
announced earnings, the studio had
a loss of $12 million, compared with
net income a year earlier of $97 mil-
lion. Revenue at the studio fell 12%.

Mr. Cook’s departure comes as
Disney prepares to absorb Marvel
Entertainment, the comic-book and
movie company whose 5,000 ani-
mated characters are expected to be-
come the basis for the kind of multi-
movie franchises that have proved
elusive for Disney in recent years.

Disney Studios’ woes aren’t all
unique to the company. Hollywood
has suffered amid rapidly declining
sales of DVDs, which had provided
the industry with funds for rapid ex-
pansion the late 90s and the early
part of this decade. The studio has
highhopesfor severalof itsown com-
ing releases. Among the films being
pushed are new versions of Charles
Dickens’ “A Christmas Carol ” and
“AliceinWonderland,”aswell as ase-
quel to the motorcycle comedy
“Wild Hogs.”

By Jonathan Weisman

WASHINGTON — President
Barack Obama will follow his spring-
time star turn in Europe by returning
to the world stage this week, weak-
ened by legislative stalemates on cli-
mate change and financial regula-
tion, and facing leaders impatient for
results on a range of issues.

The president will fly Monday to
New York to attend his first meeting
of the United Nations General Assem-
bly and then to a summit of the Group
of 20 largest economic powers in
Pittsburgh on Thursday and Friday.

In both venues, expectations will
be high for concrete action to
counter Iran’s nuclear program, rein-
vigorate Middle East peace talks,
and shore up support for the war in

Afghanistan. Leaders also will be
looking for action to counter global
warming, revive free trade and
strengthen financial regulation.

Unlike at April’s G-20 summit in
London and July’s G-8 summit in
L’Aquila, Italy, Mr. Obama can’t ex-
pect his celebrity status to carry him
above the fray.

His climate-change legislation ap-
pears likely to slide to next year in the
Senate. His financial reregulation ef-
forts are at a standstill in Congress.
Russia and China have already stated
their opposition to tough sanctions
on Iran’s energy industry. And his
most recent move on trade, far from
liberalization, imposed steep import
tariffs on Chinese tires.

“The president needs to convert
his widespread popularity in much of
the world into effectiveness in much
of the world,” said Jon B. Alterman,
director of the Middle East program
at the Center for Strategic and Inter-
national Studies. “Leadership is not
just telling people what you want.
Leadership is getting people to do

what you need them to do.”
Mr. Obama faces rising public dis-

sent, abroad and at home, over con-
tinued military action in Afghani-
stan. On Thursday, John Bruton, the
European Commission’s ambassador
to the U.S., publicly charged the Sen-
ate with foot-dragging on climate
change. The Chinese are threatening
a trade war and accusing Washington
of neocolonialism over tire tariffs. On
Friday, Sir Nigel Sheinwald, the Brit-
ish ambassador to the U.S., expressed
frustration with U.S. protectionism.

French President Nicolas Sarkozy
has threatened to walk out of the
G-20 summit if leaders don’t adopt
strict compensation limits for finan-
cial executives. German Chancellor
Angela Merkel’s feisty re-election
campaign is focused on putting bo-
nus caps on bankers, especially those
in the U.S. who she says caused the
global economic slide.

“President Obama’s stature as of
now is not what it was in April in Lon-
don,” said Ted Truman, a former
Obama Treasury official now at the

Peterson Institute for International
Economics. “Obviously, he’s not quite
the rock star.”

Mr. Truman said the heads of
state aren’t likely, however, to stick
their fingers in Mr. Obama’s eye, as
some did with President George W.
Bush, in large part because as Mr.
Obama struggles at home, he re-
mains more popular abroad.

White House spokesman Robert
Gibbs disputed that Mr. Obama was
entering this week’s meetings in a
weakened state. On climate change,
he said, “I don’t think the president
thought we were going to come to
Pittsburgh with everything wrapped
up on the issue of climate change.”

On trade, Mr. Gibbs said the move
on Chinese tires simply enforced an
exiting trade agreement. And on
Iran, pressure will continue to
mount, he said.

Mr. Obama’s week is packed, with
a Tuesday summit on climate
change, a Wednesday address to the
General Assembly, as well as bilat-
eral meetings with the new Japanese

prime minister and Russian Presi-
dent Dmitry Medvedev. On Thurs-
day, he will be the first U.S. president
to run a summit-level meeting of the
Security Council to hammer out a
new U.N. Security Council resolution
on nuclear nonproliferation and nu-
clear disarmament.

On Friday, he will open the G-20
meeting, with plans to issue broad
new rules on bankers’ compensa-
tion, pledges to begin planning the
eventual pullback of stimulus and
government economic intervention
and new marching orders on climate-
change negotiations.

Expectations raised at L’Aquila
aren’t likely to be met. At that time,
the president and administration of-
ficials said the diplomatic open door
to Iran would be closing by Septem-
ber if Tehran had made no positive
gestures. On Friday, Iranian Presi-
dent Mahmoud Ahmadinejad called
the Holocaust “mythical” before the
U.N. meeting. The U.K.’s Sir Nigel
said “Plan A” remains diplomatic en-
gagement, not further sanctions.
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German book fair fuels tension with China
Frankfurt’s guest list
spurs boycott threat
from Beijing

By Vanessa Fuhrmans

A cultural dispute between
China and organizers of the famed
Frankfurt Book Fair threatens to
overshadow the world’s premiere
publishing event and become a dip-
lomatic headache for German Chan-
cellor Angela Merkel ahead of elec-
tions later this month.

The rift broke open last weekend
at a symposium to herald next
month’s Frankfurt Book Fair, whose
guest country of honor is China.

The fair’s Chinese delegation
took issue with the invitations of

two dissidents to a symposium
called “China and the World-percep-
tion and Reality.” After China threat-
ened to boycott the event, the fair’s
organizers withdrew its invitations
to journalist and environmental ac-
tivist Dai Qing and poet Bei Ling—
only to have them come as the
guests of the German PEN club of in-
dependent writers.

Part of the Chinese delegation
walked out of the conference, and re-
turned only when the book fair’s di-
rector, Juergen Boos, apologized
for failing to inform them of the dis-
sidents’ attendance ahead of time.

“We did not come to be in-
structed about democracy,” said
Mei Zhaorong, China’s former am-
bassador to Germany.

China’s ambassador to Germany,
Wu Hongbo, lambasted the fair’s or-
ganizers for the surprise readdition

of the two dissidents to the sympo-
sium in a German newspaper inter-
view, the full text of which was
posted on the embassy’s Web site.
“It was not an expression of respect
for [the fair’s] Chinese partner,” he
said. “It was unacceptable.”

Just as the 2008 Olympics ush-
ered China’s economic and sporting
accomplishments onto the world
stage, the fair is intended to do the
same for its literary achievements.
Some 2,000 Chinese publishers, art-
ists and writers are expected to at-
tend, and the first of hundreds of ex-
hibits, readings and author tours al-
ready began this spring.

The squabble with China has re-
kindled public debate in Germany
over whether China should have
been chosen as the fair’s guest of
honor in the first place. The German
government faces a tricky balanc-

ing act, given that China is a critical
trading partner and helped jump-
start Germany’s export-heavy econ-
omy out of its recession in recent
months.

But Chancellor Merkel has also
made defending human rights a cor-
nerstone of her foreign policy. Two
years ago, she defied Chinese pres-
sure and criticism by becoming the
first German chancellor to receive
the Dalai Lama. China has long vili-
fied the Dalai Lama for what it says
are his efforts to pry Tibet from Chi-
nese control—a charge the Bud-
dhist spiritual leader denies.

“Two principles also apply to the
Frankfurt book fair: Guests are
guests, and art without freedom is
inconceivable,” a German foreign
ministry spokeswoman said.

The book fair puts China in an
awkward position, too. More so

than the Olympics, which it argued
was no place for political debate,
the fair makes it difficult to avoid
discussion over its record on free
speech or move to block certain at-
tendees. Fair organizers have tough-
ened their tone and insisted they
won’t yield to censorship pressure.

The fair, a marketing mecca for
more than 7,000 publishers world-
wide, will make plenty of room for
“the independent, the other China,”
Mr. Boos, the fair’s director, said in
a statement. To that end, the fair or-
ganizers have set the stage for fur-
ther tensions, inviting Gao
Xingjian, a Nobel Prize winner
whose works have been banned in
China, the Dalai Lama’s chief envoy
and numerous other dissidents and
exiles likely to rankle the Chinese
government.

LEADING THE NEWS

By Matt Turner

The U.K. Financial Services Au-
thority initiated double the number
of independent reviews into firms’
activities over the 12 months to the
end of March, as it took a more ag-
gressive approach to regulation.

The FSA commissioned a record
56 independent reports into firms
whose activities gave it cause for
concern, up from 29 in the previous
12-month period. The previous high
was in the year ended in March
2003, when 31 reports were
commissioned.

The increase is in keeping with
the more hands-on approach to regu-
lation that the FSA has taken since it
admitted failings in the run-up to
the financial crisis, including over
the 2007 collapse of the lender
Northern Rock.

“The FSA would expect to use
this more in the course of intensive
supervision,” a spokeswoman at the
regulator said of the reviews. She
added that the environment was dif-
ferent than in previous years, when
the figure was lower.

A section of the Financial Ser-
vices and Markets Act 2000 gives
the regulator the authority to com-
mission the reports. The company
being investigated foots the bill for
the review, rather than the regula-
tor. One report cost the company in-
volved £2.4 million ($3.9 million).

The reviews examine issues such
as senior management arrange-
ments, client-asset arrangements,
market abuse and capital adequacy.

The increase is a result of a
change in culture at the regulator, ac-
cording to Carlos Conceicao, a part-
ner at the law firm Clifford Chance
and the former head of the FSA’s
wholesale group in enforcement.

The regulator’s new stance on
commissioning reports can be disap-
pointing for the firms involved,
which may have brought the issues
in question to the FSA’s attention in
the first place.

“Where this can be frustrating
for a firm is where it has proactively
raised an issue with the FSA, and
has said that it is ready to do further
work to the FSA’s specification,”
said Mr. Conceicao, “but the FSA has
nonetheless required the appoint-
ment of an external party to carry
out the work at the firm’s expense.”

U.K. regulator
doubles reviews
of firms’ actions
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By Cari Tuna

AOL Inc. and Avon Products Inc.
last week embraced a hot manage-
ment trend: eliminating the sec-
ond-in-command.

The shake-ups underscore a shift
in executive suites, as chief execu-
tive officers take greater control of
day-to-day operations or delegate
control to division heads, squeezing
out chief operating officers and pres-
idents.

“The CEO wants to be closer to
the action,” says Tom Kolder, presi-
dent of Crist|Kolder Associates, a
Hinsdale, Ill., executive-search firm.
The recession may be accelerating
the trend as CEOs and chief financial
officers, focused on cutting costs,
“roll up their sleeves and get into the
details of the business to a greater ex-
tent,” he says.

Between January 2008 and June

2009, 40 major companies elimi-
nated the COO or president position,
while only 20 added it, according to
a study of 672 large public compa-
nies by Crist|Kolder. (The tally in-
cludes companies where the CEO
took on the president’s title.) About
42% now employ a COO or president
who isn’t the CEO, down from 44%
last year and 48% in 2000.

At AOL, former Google Inc. execu-
tive Tim Armstrong created the COO
post in July, shortly after taking over
the Time Warner Inc. unit. On Tues-
day, Mr. Armstrong eliminated the
job and divided the responsibilities
of Kimberley Partoll among other se-
nior leaders, after recruiting a new
CFO and other executives, according
to a person familiar with the matter.
Ms. Partoll declined to comment.

Avon on Thursday said President
Elizabeth Smith will leave her post
next month to pursue a CEO posi-
tion, disrupting a potential succes-
sion plan at the beauty-products
maker. Avon said it has no immedi-
ate plans to replace Ms. Smith, who
had helped oversee restructuring
measures at the company.

On Wednesday, Northrop Grum-
man Corp. said President and COO
Wesley Bush will succeed CEO
Ronald Sugar when he steps down
on Dec. 31; it doesn’t have immediate
plans to appoint a COO. Next week,
chemical maker DuPont Co. will elim-
inate the COO position when Richard
Goodmanson retires. The change
comes as CEO Ellen Kullman, who
took over on Jan. 1, streamlines the
executive team amid weak demand.

Many companies are scrapping

the posts as new CEOs,
many of them promoted
COOs, take the helm.
That’s what has happened
at General Motors Co.,
Coca-Cola Co., Alcoa Inc.
and Eli Lilly & Co. since
mid-2008.

The COO position re-
mains the most common
steppingstone to the cor-
ner office, though others,
notably the CFO, have
gained ground in recent
years. “The COO, when in
place, is even more likely
to be there because of a suc-
cession plan than ever be-
fore,” Mr. Kolder says.

Starbucks Corp. elimi-
nated the COO position in
July 2008, six months after
Howard Schultz returned
as CEO. Martin Coles, who
had shifted to COO from
running the international
unit in 2007, returned to
his former post.

Mr. Schultz chose to work di-
rectly with Starbucks’s three divi-
sion heads “to focus on the day-to-
day business and really get close to
it,” especially in light of the flagging
economy, says Starbucks spokes-
woman Deb Trevino.

Ernie Mrozek, a former COO, pre-
dicts that more companies will elimi-
nate the position as they streamline
operations and cut costs. The sever-
ity of the recession means “the
board looks to the CEO to be more di-
rectly involved,” he says.

Mr. Mrozek served as operating

chief of ServiceMaster Co. until
2004, when he took over as CFO and
the company eliminated the COO
post. The Memphis, Tenn., company,
whose brands include Terminix and
Merry Maids, was cutting jobs and
costs and “we thought it important
to lead from the top,” recalls Mr.
Mrozek. He retired as CFO in 2006
and now sits on four corporate
boards.

Alan Barry, who retired as COO of
Masco Corp. in November 2007, says
the position becomes less central as
companies grow larger and more
complex. Companies with several

big divisions “in effect
have two, three or four
COOs,” he says. “As com-
panies get bigger, the CEO
does not want to be as re-
moved. He wants to have
more direct hands-on con-
trol.”

But Mr. Barry cautions
that “there have to be at
least two people” at the
top of the company, one
supervising operations
and the other strategy.
When the CEO runs opera-
tions, the chairman of the
board might assume a
greater strategic role.
“You just can’t have one
person that’s got all of
that responsibility,” he
says. “There aren’t
enough hours in the day.”

Cincinnati Financial
Corp. CEO Ken Stecher
opted not to appoint a
new operating chief when

the company’s COO retired in July
2008. Mr. Stecher, who had just
stepped into the CEO role, says he in-
stead chose to install promising exec-
utives as presidents of the bank’s di-
visions and work directly with them
“to broaden their experience” and
“develop a much deeper bench.”

He says the decision removed a
layer of management, but also “al-
lows me to make sure that they gain
the various experiences and skill
sets” they need.
 —Emily Steel,

Joann S. Lublin and Ellen Byron
contributed to this article.
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Big firms show the door to top lieutenants
In cost-cutting measures, chief executives take more control by forcing out presidents and chief operating officers

By Jeffrey Ball

Shoppers soon will be able to buy
everything from meat to moccasins
based on a number that purports to
tell them the products’ environmen-
tal impact.

Manufacturers and retailers
across the globe are working to mea-
sure their products’ carbon foot-
prints for a variety of reasons, and
all of the efforts have one thing in
common: The results have the ap-
pearance of precision.

But all the decimal points in the
world can’t hide the fact that mea-
suring carbon footprints is inexact.
It is clouded by varying methodolo-
gies and definitions—not to men-
tion guesses.

“There are no clear rules for the
time being,” says Klaus Radunsky,
who co-chairs a group within the
Geneva-based International Organi-
zation for Standardization that is
producing a guideline for measur-
ing products’ environmental im-
pacts. “It depends very much on
how you do the calculations.”

Few products demonstrate the
messiness of this effort more than a
simple carton of milk. Several stud-
ies in various countries have al-
ready sought to tally the impact of
milk from its production on a farm
to the disposal of its carton. In be-
tween, the studies try to measure
such intricacies as the energy used
to make the fertilizer to grow feed
for the cows, to fuel trucks deliver-
ing the milk, and to power refrigera-
tors cooling it in kitchens.

It isn’t surprising that each of
these studies sizes milk’s footprint
differently, in large part because
each varies in the way it counts one
or more of those factors.

Milk is among the first products
that Wal-Mart Stores Inc. is trying to
measure as part of a broad effort by
theretailertoassesstheenvironmen-
tal impact of the products its sells. It
intends to begin labeling certain
products with a “sustainability”
score—a single number that would
take into account not only carbon
emissions, but also water use and
waste production. That is doubly
complicated because it involves
weighing the relative importance of
different kinds of environmental im-
pact. Which is worse: that a tomato
useslotsof waterorlots of pesticide?

Wal-Martisworkingwithacadem-
ics and environmentalists to decide
both how to tally that score and how
to display it. It might be a number
from 1 to 10, and it might be a color in
a range of hues, says Matt Kistler, the
retailer’ssenior vicepresidentofsus-
tainability. The challenge is to come
up with something that is under-
standable and accurate.

Among the reasons driving the
measurementefforts bymanufactur-
ers and retailers are concern for the
planet, marketing, to reduce emis-
sions and, in some cases, to avoid be-
ing caught flat-footed by any coming
climate-change regulation.

Tesco PLC, the big U.K. retailer,
began last month labeling milk sold
under its store brand. Its studies
concluded that a pint of whole milk

generates an amount of greenhouse
gas equivalent to about two pounds,
or about one kilogram, of carbon di-
oxide. Tesco prints the metric equiv-
alent of that number, 900 grams, on
its whole-milk labels.

Another study by the U.S. dairy
industry came up with a prelimi-
nary footprint that is about 15%
lower, when expressed in terms of a
comparably sized container of milk.

What may account for some of the
difference is another set of dizzying
variables in the carbon calculation.

Some farms have more energy-effi-
cient machinery. Some cows eat less
corn,whichtypicallyisgrownwithpe-
troleum-based fertilizers. And some
kindsoffeed causecows to burpmore
methane, a potent source of carbon.
That bovine belching is widely
agreed to bethebiggest sourceofcar-
bon emissions in milk production.

But some parts of the equation
are subjective. Cows produce multi-
ple sellable goods: milk while they
are alive, and, once they are slaugh-
tered, products including beef,

leather and bones. So how much of
the emissions from the dairy farm
should be blamed on the milk, and
how much on the making of the
steak and shoes?

Tesco attempts to resolve that
question by splitting the emissions
according to the relative economic
valueofthe milkversus thecow’s car-
cass. If, say, a dairy farm got 90% of
its revenue from selling milk and 10%
from selling the cow, then 90% of its
emissions would be ascribed to the
milk and 10% to the other products.

Thatis the route recommended as
most practical by the Carbon Trust, a
London-based company established
by the British government to help
curbcarbonemissionsin theU.K.The
methodology is part of a broader set
ofcarbon-measuringguidelines pub-
lished last year by the Carbon Trust,
the U.K. government and a standard-
setting organization called the Brit-
ish Standards Institute.

Euan Murray, who oversees car-
bon-footprint studies at the Carbon
Trust, which Tesco hired to conduct

its milk study, says allocating emis-
sions based on economic value
makes intuitive sense to most peo-
ple. But, he adds, “there’s no abso-
lutely right way of doing it.”

The U.S. dairy industry is updat-
ing its own study, and the new ver-
sion uses a more-complicated calcu-
lation preferred by the International
Organization for Standardization. It
seeks essentially to look inside the
cow,separatingthe portion of the an-
imal’s biological functions that go to
producing milk from the portion

that go to producing the cow itself.
“It becomes extremely difficult to

do,” says Greg Thoma, a chemical-en-
gineering professor at the University
ofArkansas. Heis one of a team of pro-
fessorsattheuniversitycontractedby
the Innovation Center for U.S. Dairy, a
dairy-industry group, to produce the
carbon-footprint study. The Arkansas
researchers see their method as more
accurate. A footprint based on milk’s
economic value, Mr. Thoma notes,
could rise or fall just because the mar-
ket price of milk changes.

Math is imprecise in measuring products’ carbon footprints

Wesley Bush, president and COO at
Northrop, shown in a 2007 photo.

Avon’s Elizabeth Smith
will leave next month to

pursue a CEO position.

MARKETPLACE

Note: Excludes emissions from consumer use and disposal; figures don’t total 11 lbs. due to rounding Source: Innovation Center for U.S. Dairy

Growing crops 
for feed
2 lbs. 4 oz.

Processing
12 oz.

Packaging
12 oz.

Distribution
5 oz.

Retail
6 oz.

Production on the farm; 
mostly cows’ belching, 
flatulence and manure
6 lbs. 8 oz.

Hefty heifers
One measure of the total carbon footprint for a gallon of U.S. cow milk is 11 pounds of CO2 equivalent.
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The governments of U.S. President Barack Obama, left, and French President Nicolas Sarkozy differ on how to limit bankers’ pay.

Fed’s proposal divides banking industry
Some back policies
to curb risk taking;
new oversight feared

By David Wessel

When the (mostly elected) lead-
ers of the world’s 20 major econo-
mies convene, one can be sure they
want to talk about something that
voters can understand. “Global im-
balances” and “capital standards”
and “IMF quotas” won’t do. Talking
about “jobs” would be popular, but
the leaders can’t promise much on
that front. So it is no surprise that
bankers’ pay has risen on the
agenda for Friday’s conclave in Pitts-
burgh. Everyone understands that.

There can be no doubt that the
way bankers and traders were paid

contributed to the
crisis. Even bank-
ers acknowledge

that now. Getting big bonuses for
failure isn’t the way textbook capi-
talism is supposed to work.

Of course, political pressures go
well beyond that line of argument.
People in the U.S. and abroad are out-
raged that those who drove the
world economy off the cliff just a
few months ago already are collect-
ing big paychecks when so many oth-
ers are without jobs or suffering
from wage cuts. Hence the chorus of
criticism of bankers’ pay from top
politicians in Britain, France, Ger-
many and the U.S. “I’m outraged,
too,” President Barack Obama says
whenever the question is raised.

Mr. Obama has done a bit more
than talk. He appointed a pay czar to
police the pay of companies sus-
tained by huge sums of taxpayer
money. And now comes the Federal
Reserve with a plan to oversee the
way nearly all bankers are paid. Is
Ben Bernanke joining forces with
French President Nicolas Sarkozy to
cap bankers’ pay? Not quite. Here is
what’s going on.

Elected government officials,
central bankers and regulators
across the globe have been moving
for months to change the way bank-
ers and traders are paid, part of
their never-again plan. Finance min-
isters from the Group of 20 nations
earlier this month endorsed princi-
ples articulated by the Financial Sta-
bility Board, an increasingly influen-
tial organization of central bankers
and regulators that called for “glo-
bal standards on pay structure…to
ensure compensation practices are

aligned with long-term value cre-
ation and financial stability.”

But while the governments
sound like they are moving in the
same direction, there are differ-
ences—both symbolic and substan-
tive.

The French, for instance, ini-
tially pushed for specific limits for
all institutions. The U.S. objected,
saying no single specific limit on,
say, compensation as a percentage
of revenue would fit all banks. Euro-
peans made compensation a moral

issue. The U.S., instead, framed it as
a question of structuring incentives
properly to avoid excessive risk-
tasking. The Fed, for instance, is rely-
ing on its authority to monitor
safety and soundness of banks to
pursue new rules on pay—which,
conveniently, doesn’t require any
congressional action.

To bolster their bargaining posi-
tion, the European Union govern-
ments agreed on a common position
to take in Pittsburgh. Now, in a move
that makes sure that Europe doesn’t

set the Pittsburgh agenda, the Fed has
let it be known that it, too, has a plan.

The Fed wants to avoid specific
caps, but instead set some rules for
paying bankers that, it says, will
help avoid the steps that led to the
recent crisis. Details won’t be re-
leased for a couple of weeks, but the
outlines are becoming clear.

One intriguing feature is to block
any one of the 25 biggest banks from
breaking ranks and offering sweet
pay deals to lure talent, the way
sports teams use their riches to lure
and keep talent. That may secretly
please bank CEOs, but the Fed is un-
likely to go as far as to impose pay
limits.

Recent history suggests that
crafting rules to limit corporate pay
is, well, almost impossible. Nearly ev-
ery previous attempt has had huge
unintended consequences or been di-
luted by wily executives. Restrict
pay of those who work for banks,
and risk an exodus of talent to hedge
funds and private-equity funds that
turns into tomorrow’s crisis.

Almost every detail is tricky. The
Fed, for instance, wants to adjust bo-
nus-rule pay to reflect the risks that
bankers or traders take. That make
sense; Otherwise the rules encour-
age ever-bigger risks in the hope of
ever-bigger windfalls. But it is hard
to get right: Clever traders make
bets with hidden risks that their
bosses, and regulator, don’t appreci-
ate until it’s too late.

Still, the dimensions of the re-
cent crisis all but guarantee the im-
position of restraints on bankers’
pay. The goal, as one administration
official put it, is “to do everything
that makes sense, and nothing that
doesn’t make sense.” It sounds nice.
It’s just hard to do.

Email to capital@wsj.com.

Compensation limits are easy to promise, hard to do
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LEADING THE NEWS: EXECUTIVE PAY

By Damian Paletta

And David Enrich

Bankers and U.S. lawmakers are
sharply divided over the Federal Re-
serve’s plan to review—and possibly
veto—the way that thousands of U.S.
banks pay their key employees.

Some welcomed the Fed’s pro-
posal as necessary to guard against
excessive risk-taking at financial insti-
tutions, while others were angered by
the central bank’s move to expand its
oversight powers.

The split sets up a showdown in
the next few weeks as the Fed com-
pletes work on a final proposal that
would let it reject any compensation
policies deemed to pose a potential
threat to a financial institution’s
soundness. While the roughly 25 larg-
est U.S. banks would get the most
scrutiny, overall the plan would give
the Fed sweeping powers over execu-
tives, traders and loan officers at
more than 5,000 banks.

The proposal, which was first re-
ported Friday in The Wall Street
Journal, will “give [regulators] an-
other opportunity to have some-
one come in and tell us how to run
our business,” said Edward Weh-
mer, chief executive of Wintrust Fi-
nancial Corp., a Lake Forest, Ill.,

company with about $11 billion in
assets and 79 branches. “It’s open-
ing Pandora’s box,” he said.

Others in the business ap-
plauded the Fed’s plan, saying it
wouldn’t affect banks with prudent
pay practices. “I like it,” said Steve
Steinour, chief executive of Hunting-
ton Bancshares Inc. in Columbus,
Ohio. “Having disciplined pay prac-
tices is good for the country long
term,” he said. “I do believe people
should be paid with a view of how
much risk they’re taking.”

Amid the debate, other bank reg-
ulators could soon take similar
steps. The Office of the Comptroller
of the Currency has recently begun
reviewing policies regarding com-
pensation standards at the national
banks it regulates, according to a
person familiar with the matter.

White House officials didn’t
comment directly on the Fed plan.
In a speech Friday, White House Na-
tional Economic Council Director
Lawrence Summers echoed many
of the principles outlined in the
Fed proposal, suggesting that the
Obama administration is at least
tacitly in favor of the plan.

“Properly designed compensa-
tion practices constitute an impor-
tant measure in ensuring safety and
soundness in our system,” Mr. Sum-
mers said. “The key is to ensure that
the right incentives are in place for
long-term value creation.”

A final proposal is still a few
weeks from completion and could
be revised, according to people fa-

miliar with the matter. It requires a
vote by the central bank’s board, but
no congressional approval.

Under the plan, regulators
wouldn’t set the pay of individuals,
but could require changes to salary
and bonus policies to make sure
they don’t create harmful incen-
tives. The Fed believes it can police
compensation through its powers
as the “safety and soundness” regu-
lator for banks it monitors.

Sen. Richard Shelby of Alabama,
the top Republican on the Senate
Banking Committee, said there
were “important unanswered ques-
tions regarding the basis for the
Fed’s authority and approach on
this matter.” Some Republicans
question whether the Fed has juris-

diction over pay issues.
House Financial Services Com-

mittee Chairman Barney Frank (D.,
Mass.) praised the Fed’s move but
said a bill he helped pass through the
House still needed to be signed into
law because it would clear up ambi-
guity regarding whether the Fed had
the authority to take such steps.

The Fed’s proposal generally
aligns the Fed more closely with
European regulators as the Group
of 20 world leaders prepare to
meet in Pittsburgh this week.
There has been a growing global
debate over the way bank employ-
ees are paid ahead of the G-20
meeting. Officials in the U.S. and
abroad worry that if they don’t co-
ordinate their approaches, some

countries could draw away talent
from others.

In the U.S., the Fed’s plan will
further inflame the debate be-
tween those who feel bank pay is
too high and those who resent
Washington’s reach into the pri-
vate sector. Banking lobbyists are
“going to push back,” said Patrick
Doyle, a partner in the banking
practice at law firm Arnold & Por-
ter LLP in Washington.

Some bankers said the Fed’s move
is an indictment of a system that lets
banks get too big. “If institutions
were not allowed to grow so large as
to threaten the entire financial sys-
tem, then federal intervention such
as this would not be necessary,” said
Chris Nunn, chief financial officer of
Security Bancorp of Tennessee Inc., a
Halls, Tenn., banking company with
nearly $700 million in assets.

In the past, small-business
owner Clement Suttmann of Leland,
Mich., says he always favored free-
market policies. But after his banks
all but shut funding for his candle-
making operation over the past
year, the 54-year-old had a change
of heart. “After what’s happened to
us and what happened to millions of
small businesses…I say, let them
have it,” said Mr. Suttmann, who
helps run his company with his wife,
Holly. “This is a giant mess-up and
we’re not getting any help.”

 —Jane J. Kim, Sara Schaefer
Muñoz and Andrea Thomas

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

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

2.27% 18 DJ Global Index -a % % 219.98 –0.25% –9.0% 4.11% 14 U.S. Select Dividend -b % % 612.84 0.28%–27.5%

2.00% 19 Global Dow 1233.40 0.12% –14.9% 1928.53 –0.03% –13.1% 4.07% 18 Infrastructure 1341.40 –0.40% –13.3% 1880.69 –0.66% –11.5%

2.90% 43 Stoxx 600 244.90 –0.48% –12.0% 269.31 –0.63% –10.0% 1.44% 9 Luxury 845.60 0.08% –4.6% 1055.46 –0.07% –2.5%

3.05% 27 Stoxx Large 200 261.00 –0.44% –12.8% 285.47 –0.59% –10.9% 5.73% 6 BRIC 50 395.50 0.39% 5.2% 555.17 0.24% 7.5%

2.17% -18 Stoxx Mid 200 231.50 –0.56% –7.4% 253.16 –0.71% –5.4% 3.97% 14 Africa 50 730.30 –0.61% –17.6% 682.46 –0.76% –15.8%

2.19% -91 Stoxx Small 200 146.60 –0.81% –7.0% 160.24 –0.96% –4.9% 3.21% 8 GCC % % 1520.43 –0.03% –33.2%

2.93% 34 Euro Stoxx 270.30 –0.23% –11.9% 297.22 –0.38% –10.0% 2.76% 18 Sustainability 793.30 –0.32% –11.7% 986.04 –0.47% –9.8%

3.07% 21 Euro Stoxx Large 200 286.10 –0.23% –12.9% 312.61 –0.38% –11.0% 2.23% 15 Islamic Market -a % % 1872.20 –0.24% –6.3%

2.21% -12 Euro Stoxx Mid 200 259.30 –0.25% –8.0% 283.26 –0.40% –6.0% 2.57% 14 Islamic Market 100 1592.10 0.12% –9.1% 2005.93 –0.03% –7.1%

2.44% 47 Euro Stoxx Small 200 163.50 –0.25% –4.5% 178.48 –0.39% –2.4% 2.57% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1411.10 –0.61% –24.0% 1777.96 –0.76% –22.3% 1.91% 19 DJ U.S. TSM % % 11032.18 0.22% –14.4%

4.20% 15 Euro Stoxx Select Div 30 1723.30 –0.09% –17.9% 2179.69 –0.23% –16.1% % DJ-UBS Commodity 119.30 –0.97% –28.9% 127.51 –1.11% –27.3%

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

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

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

Australia 1.1528 1.8785 1.1209 0.1683 0.0381 0.1965 0.0126 0.3082 1.6977 0.2282 1.0764 ...

 Canada 1.0710 1.7451 1.0413 0.1564 0.0354 0.1825 0.0117 0.2864 1.5771 0.2120 ... 0.9290

 Denmark 5.0527 8.2334 4.9127 0.7377 0.1670 0.8611 0.0553 1.3510 7.4409 ... 4.7180 4.3830

 Euro 0.6790 1.1065 0.6602 0.0991 0.0224 0.1157 0.0074 0.1816 ... 0.1344 0.6341 0.5890

 Israel 3.7400 6.0943 3.6364 0.5461 0.1236 0.6374 0.0410 ... 5.5077 0.7402 3.4922 3.2443

 Japan 91.3050 148.7815 88.7749 13.3310 3.0170 15.5598 ... 24.4131 134.4603 18.0705 85.2561 79.2025

 Norway 5.8680 9.5619 5.7054 0.8568 0.1939 ... 0.0643 1.5690 8.6415 1.1614 5.4792 5.0902

 Russia 30.2633 49.3140 29.4247 4.4186 ... 5.1573 0.3315 8.0918 44.5672 5.9895 28.2584 26.2519

 Sweden 6.8491 11.1605 6.6593 ... 0.2263 1.1672 0.0750 1.8313 10.0863 1.3555 6.3953 5.9412

 Switzerland 1.0285 1.6759 ... 0.1502 0.0340 0.1753 0.0113 0.2750 1.5146 0.2036 0.9604 0.8922

 U.K. 0.6137 ... 0.5967 0.0896 0.0203 0.1046 0.0067 0.1641 0.9037 0.1215 0.5730 0.5323

 U.S. ... 1.6295 0.9723 0.1460 0.0330 0.1704 0.0110 0.2674 1.4726 0.1979 0.9338 0.8674

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 318.00 –11.00 –3.34% 707.00 302.00
Soybeans (cents/bu.) CBOT 941.00 –12.00 –1.26 1,557.50 670.00
Wheat (cents/bu.) CBOT 457.25 –4.50 –0.97 1,155.75 450.00
Live cattle (cents/lb.) CME 84.900 –0.450 –0.53 116.900 83.850
Cocoa ($/ton) ICE-US 3,112 38 1.24% 3,217 1,961
Coffee (cents/lb.) ICE-US 136.05 unch. unch. 189.00 112.00
Sugar (cents/lb.) ICE-US 23.24 –0.69 –2.88 26.25 11.91
Cotton (cents/lb.) ICE-US 64.60 0.42 0.65 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,190.00 8 0.37 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,018 41 2.07 2,025 1,187
Robusta coffee ($/ton) LIFFE 1,513 –11 –0.72 2,256 1,275

Copper (cents/lb.) COMEX 278.50 –11.10 –3.83 378.00 131.15
Gold ($/troy oz.) COMEX 1010.30 –3.20 –0.32 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1706.50 –20.00 –1.16 2,200.00 740.00
Aluminum ($/ton) LME 1,955.00 9.00 0.46 2,553.00 1,288.00
Tin ($/ton) LME 14,675.00 80.00 0.55 17,900.00 9,750.00
Copper ($/ton) LME 6,255.00 –95.00 –1.50 7,135.00 2,815.00
Lead ($/ton) LME 2,194.00 –66.00 –2.92 2,459.50 870.00
Zinc ($/ton) LME 1,929.50 –15.50 –0.80 1,986.00 1,065.00
Nickel ($/ton) LME 17,350 –175 –1.00 21,150 9,000

Crude oil ($/bbl.) NYMEX 72.49 –0.45 –0.62 125.63 45.87
Heating oil ($/gal.) NYMEX 1.8586 –0.0134 –0.72 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.8366 –0.0166 –0.90 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.655 0.200 4.49 12.405 3.491
Brent crude ($/bbl.) ICE-EU 72.00 –0.28 –0.39 149.27 45.99
Gas oil ($/ton) ICE-EU 594.25 –7.25 –1.21 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 18
Per In

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

Argentina peso-a 5.6495 0.1770 3.8363 0.2607

Brazil real 2.6567 0.3764 1.8040 0.5543
Canada dollar 1.5771 0.6341 1.0710 0.9338

1-mo. forward 1.5770 0.6341 1.0709 0.9338
3-mos. forward 1.5769 0.6342 1.0708 0.9339
6-mos. forward 1.5766 0.6343 1.0706 0.9341

Chile peso 802.82 0.001246 545.15 0.001834
Colombia peso 2876.09 0.0003477 1953.00 0.0005120
Ecuador US dollar-f 1.4726 0.6790 1 1
Mexico peso-a 19.5126 0.0512 13.2500 0.0755
Peru sol 4.2618 0.2346 2.8940 0.3455
Uruguay peso-e 32.177 0.0311 21.850 0.0458
U.S. dollar 1.4726 0.6790 1 1
Venezuela bolivar 3.16 0.316233 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6977 0.5890 1.1528 0.8675
China yuan 10.0550 0.0995 6.8278 0.1465
Hong Kong dollar 11.4140 0.0876 7.7507 0.1290
India rupee 70.7535 0.0141 48.0450 0.0208
Indonesia rupiah 14285 0.0000700 9700 0.0001031
Japan yen 134.46 0.007437 91.31 0.010952

1-mo. forward 134.43 0.007439 91.28 0.010955
3-mos. forward 134.36 0.007443 91.24 0.010961
6-mos. forward 134.23 0.007450 91.15 0.010971

Malaysia ringgit-c 5.1248 0.1951 3.4800 0.2874
New Zealand dollar 2.0759 0.4817 1.4096 0.7094
Pakistan rupee 121.862 0.0082 82.750 0.0121
Philippines peso 70.245 0.0142 47.700 0.0210
Singapore dollar 2.0849 0.4796 1.4158 0.7063
South Korea won 1778.22 0.0005624 1207.50 0.0008282
Taiwan dollar 47.736 0.02095 32.415 0.03085
Thailand baht 49.643 0.02014 33.710 0.02966

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

Euro zone euro 1 1 0.6790 1.4726
1-mo. forward 1.0000 1.0000 0.6790 1.4727
3-mos. forward 1.0001 0.9999 0.6791 1.4725
6-mos. forward 1.0002 0.9998 0.6792 1.4724

Czech Rep. koruna-b 25.157 0.0397 17.083 0.0585
Denmark krone 7.4409 0.1344 5.0527 0.1979
Hungary forint 271.34 0.003685 184.25 0.005427
Norway krone 8.6415 0.1157 5.8680 0.1704
Poland zloty 4.1285 0.2422 2.8035 0.3567
Russia ruble-d 44.567 0.02244 30.263 0.03304
Sweden krona 10.0863 0.0991 6.8491 0.1460
Switzerland franc 1.5146 0.6602 1.0285 0.9723

1-mo. forward 1.5143 0.6604 1.0283 0.9725
3-mos. forward 1.5134 0.6608 1.0277 0.9731
6-mos. forward 1.5116 0.6615 1.0265 0.9742

Turkey lira 2.1761 0.4595 1.4777 0.6767
U.K. pound 0.9037 1.1065 0.6137 1.6295

1-mo. forward 0.9038 1.1064 0.6137 1.6294
3-mos. forward 0.9038 1.1064 0.6137 1.6294
6-mos. forward 0.9035 1.1068 0.6135 1.6300

MIDDLE EAST/AFRICA
Bahrain dinar 0.5552 1.8013 0.3770 2.6526
Egypt pound-a 8.1100 0.1233 5.5071 0.1816
Israel shekel 5.5077 0.1816 3.7400 0.2674
Jordan dinar 1.0423 0.9594 0.7078 1.4129
Kuwait dinar 0.4213 2.3738 0.2861 3.4958
Lebanon pound 2212.66 0.0004519 1502.50 0.0006656
Saudi Arabia riyal 5.5228 0.1811 3.7503 0.2666
South Africa rand 10.9893 0.0910 7.4623 0.1340
United Arab dirham 5.4091 0.1849 3.6731 0.2723

SDR -f 0.9294 1.0759 0.6311 1.5845

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 600 244.92 –1.18 –0.48% 24.4% –12.0%

 21 DJ Stoxx 50 2475.43 –10.17 –0.41 19.8% –11.9%

 34 Euro Zone DJ Euro Stoxx 270.31 –0.63 –0.23 21.3% –11.9%

 29 DJ Euro Stoxx 50 2887.24 –8.21 –0.28 17.8% –11.3%

 17 Austria ATX 2588.80 –24.59 –0.94 47.9% –19.4%

 14 Belgium Bel-20 2499.45 –4.75 –0.19 31.0% –18.1%

 12 Czech Republic PX 1155.6 –8.8 –0.76 34.7% –12.2%

 19 Denmark OMX Copenhagen 318.57 0.01 unch. 40.8% –14.2%

 15 Finland OMX Helsinki 6612.73 –19.62 –0.30 22.4% –14.7%

 17 France CAC-40 3827.84 –7.43 –0.19 19.0% –11.5%

 20 Germany DAX 5703.83 –27.31 –0.48 18.6% –7.8%

 … Hungary BUX 20729.07 78.11 0.38% 69.3% 8.7%

 18 Ireland ISEQ 3454.78 –14.71 –0.42 47.4% –16.5%

 13 Italy FTSE MIB 23483.97 –99.04 –0.42 20.7% –15.8%

 … Netherlands AEX 313.63 –0.25 –0.08 27.5% –17.9%

 14 Norway All-Shares 373.42 –0.28 –0.07 38.2% –11.5%

 17 Poland WIG 36870.37 –53.51 –0.14 35.4% –3.9%

 17 Portugal PSI 20 8425.61 –36.98 –0.44 32.9% 1.3%

 … Russia RTSI 1245.56 14.15 1.15% 97.1% –3.9%

 11 Spain IBEX 35 11777.3 6.3 0.05 28.1% 1.9%

 15 Sweden OMX Stockholm 286.04 –1.35 –0.47% 40.1% 6.7%

 14 Switzerland SMI 6325.15 7.43 0.12 14.3% –10.0%

 9 Turkey ISE National 100 47161.22 195.66 0.42 75.6% 29.7%

 13 U.K. FTSE 100 5172.89 8.94 0.17 16.7% –2.6%

 54 ASIA-PACIFIC DJ Asia-Pacific 120.91 –0.51 –0.42 29.2% 3.1%

 … Australia SPX/ASX 200 4693.2 –21.7 –0.46 26.1% –2.3%

 28 China CBN 600 25681.68 –920.45 –3.46 73.9% 54.6%

 23 Hong Kong Hang Seng 21623.45 –145.06 –0.67 50.3% 11.9%

 20 India Sensex 16741.30 30.19 0.18 73.5% 19.2%

 … Japan Nikkei Stock Average 10370.54 –73.26 –0.70 17.1% –13.0%

 … Singapore Straits Times 2647.91 –24.69 –0.92 50.3% 3.5%

 11 South Korea Kospi 1699.71 4.24 0.25 51.2% 16.8%

 19 AMERICAS DJ Americas 282.44 0.18 0.06 24.9% –13.2%

 … Brazil Bovespa 60703.01 466.98 0.78 61.7% 14.4%

 19 Mexico IPC 29942.00 –75.72 –0.25 33.8% 16.5%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sep. 18, 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* 290.88 0.39% 27.8% –13.8%

2.60% 21 World (Developed Markets) 1,142.29 0.35% 24.1% –15.1%

2.40% 23 World ex-EMU 132.72 0.25% 23.3% –14.9%

2.50% 23 World ex-UK 1,136.95 0.28% 23.1% –14.9%

3.20% 20 EAFE 1,580.58 0.98% 27.7% –13.2%

2.50% 16 Emerging Markets (EM) 919.89 0.70% 62.2% –3.8%

3.60% 14 EUROPE 85.52 0.51% 23.2% –15.1%

3.90% 14 EMU 182.60 0.87% 28.5% –15.7%

3.40% 16 Europe ex-UK 94.38 0.46% 21.6% –14.2%

4.20% 12 Europe Value 98.53 0.78% 27.1% –13.8%

2.90% 17 Europe Growth 72.03 0.22% 19.2% –16.5%

2.70% 17 Europe Small Cap 157.04 0.74% 55.6% –9.1%

2.30% 8 EM Europe 248.95 –0.01% 56.7% –29.1%

4.00% 11 UK 1,536.46 0.78% 16.9% –8.2%

2.80% 20 Nordic Countries 134.96 0.45% 37.6% –17.4%

1.80% 7 Russia 675.09 –1.04% 63.8% –35.7%

3.40% 13 South Africa 696.67 1.55% 20.3% 1.5%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 394.21 1.26% 59.4% 1.2%

1.70% -72 Japan 582.06 0.94% 9.8% –26.5%

2.30% 16 China 62.55 1.23% 53.3% 7.2%

1.00% 20 India 661.54 –0.12% 79.2% 13.3%

0.90% 24 Korea 481.72 0.81% 56.9% 19.2%

2.90% 31 Taiwan 273.82 0.57% 57.9% 1.0%

2.00% 28 US BROAD MARKET 1,184.88 –0.35% 20.6% –16.3%

1.40% -47 US Small Cap 1,636.53 –0.52% 31.2% –13.5%

3.50% 14 EM LATIN AMERICA 3,617.58 0.07% 74.1% –8.8%

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

GLOBAL MARKETS LINEUP

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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U.S. companies back plan on pay
Voluntary changes
come as Washington
weighs restrictions

LEADING THE NEWS: EXECUTIVE PAY

By Deborah Solomon

WASHINGTON—A group of blue-
chip companies is lining up behind
efforts to voluntarily change their
pay practices, in part to head off po-
tentially more onerous restrictions
out of Washington.

The Conference Board, a non-
profit business-research group, is
set to announce Monday that compa-
nies including AT&T Inc., Cisco Sys-
tems Inc., Hewlett-Packard Co. and
Tyco International Ltd., are endors-
ing a set of principles that hew
closely to what the Obama adminis-
tration is pushing, including tying
pay to performance and reducing
short-term financial incentives.

Another signatory to the report
is the California State Teachers’ Re-
tirement System, which invests in
many large corporations.

Companies are keenly aware

that the government is looking at
ways to rein in compensation and
could soon dictate how firms pay em-
ployees, said Robert Denham, a part-
ner with law firm Munger, Tolles &
Olson LLP who was a co-head of the
Conference Board’s task force.

“There was concern about some
of the compensation practices and
concern that if companies don’t show
that they use compensation effec-
tively, their flexibility to use it may
get substantially impaired,” said Mr.
Denham, who once headed the
former brokerage firm Salomon Inc.

In Washington, moves to change
executive-compensation practices
have gained steam, even as broader
efforts to revamp regulations cover-
ing the finance industry have fal-
tered.

The Federal Reserve is preparing
a proposal that would give it exten-
sive power over pay practices at the
nation’s biggest banks. The Obama
administration has installed a pay
czar to set and review compensa-
tion at seven firms receiving signifi-
cant government aid. The adminis-
tration hopes other firms will volun-
tarily adopt pay structures similar

to those that the pay czar approves.
Hoping to head off regulations,

companies are already moving to
shift their compensation practices.
Verizon Communications Inc. re-
cently agreed to give shareholders a
nonbinding vote on executive pay
this year after shareholder com-
plaints about compensation of its
chief executive officer.

And some Wall Street firms are
beginning to shift away from short-
term compensation toward re-
stricted stock and other pay that
takes time to vest. J.P. Morgan
Chase & Co. has said recently it
won’t offer multiyear employment
contracts, which have come under
criticism.

Many of the Conference Board’s
principles resemble those of the
Obama administration, including ty-
ing a “significant portion” of incen-
tive compensation to a company’s
long-term success, rather than re-
warding short-term gains that some
worry promote risky behavior. The
proposal also calls for doing away
with certain pay practices, such as
“overly generous golden-parachute
payments” in the event of a take-

over, and long-term employment
contracts that require generous sev-
erance payments.

The Conference Board report
stops short of endorsing so-called
“say on pay” legislation, which
would give shareholders a nonbind-
ing vote on executive pay packages.
Mr. Denham said the group does
not, as a matter of policy, endorse or
oppose legislation. But he said the
task force determined that simply
having a “say on pay” vote isn’t
enough unless it promotes a discus-
sion between shareholders and cor-
porations.

Rajiv Gupta, former chairman
and CEO of Rohm & Haas Co. and a
director at Tyco and HP—two of the
firms that have endorsed the report—
said there is a desire by companies
to head off potentially restrictive
rules out of Washington that may
not be in the best interest of the
firms or their shareholders.

“If it’s done voluntarily and done
right I think it avoids the potential
for over-regulation,” Mr. Gupta
said. “Even some of the regulatory
changes in the past have resulted in
unintended consequences.”

By Joann S. Lublin

The Federal Reserve’s new push
to regulate pay at U.S. banks will
make things more difficult for
boards and their compensation com-
mittees, already under fire for con-
troversial pay practices.

The planned Fed move could in-
crease time demands, recruitment
challenges and legal exposure for
boards, predict directors and pay
consultants. “You’re going to have
to make sure the whole board is in-
volved in risk issues,” said Robert E.
Denham, a Los Angeles attorney and
former chief executive of Salomon
Inc. Mr. Denham is co-chairman of
an executive-pay task force created
by the Conference Board, a New
York business group.

He and others say the Fed’s plan
will force directors to scrutinize pay
practices for more employees.

The board compensation com-
mittees at banks may undergo an
overhaul, too, as they seek members
who are experts on compensation.

Directors face
an expansion
of responsibility

Incheon Grand Bridge, Seoul, South Korea.
Photo: AMEC / Incheon Bridge Company
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Behind Europe’s deals: Bank revenue rankings, UK
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $460 13.3% 77% 7% 15% …%

RBS 332 9.6% 59% 33% 4% 3%

UBS 220 6.4% 48% 3% 48% …%

Goldman Sachs 212 6.1% 58% 16% 26% …%

Credit Suisse 209 6.1% 85% 8% 6% 1%

Citi 206 6.0% 53% 11% 36% 1%

Morgan Stanley 182 5.3% 53% 12% 35% …%

Barclays Capital 175 5.1% 11% 69% 12% 8%

Deutsche Bank 158 4.6% 57% 24% 19% 1%

Source: Dealogic

Dow Jones Industrial Average P/E: 16
LAST: 9820.20 s 36.28, or 0.37%

YEAR TO DATE: s 1,043.81, or 11.9%

OVER 52 WEEKS t 1,568.24, or 13.8%

 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 18

Sept.

High

Close
Low

50–day
moving average

t

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  1679 –235 –488 –270 ITV  453 5 ... –38

Grohe Hldg 1556 –52 –257 –281 Bertelsmann 232 6 ... 32

Societe Air France 384 –25 –52 –63 Nielsen 609 7 –49 –59

Old Mut  418 –23 –134 –149 Peugeot 323 7 –18 –74

Rhodia 569 –21 –62 –131 Renault 341 7 –17 –76

M real  1374 –21 –188 –619 Carlton Comms 438 8 –13 –45

Glencore Intl 250 –14 –54 –118 Valeo 245 8 1 –12

TUI 1024 –13 –63 –559 Norske Skogindustrier  1025 10 –71 –121

Stena Aktiebolag 667 –12 –84 –149 Brit Telecom  135 11 10 7

EMI Group 801 –12 –43 78 Contl 496 15 –114 –310

Source: Markit Group

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 41.80 $27.05 0.68 2.58%
Alcoa AA 31.60 14.06 0.01 0.07%
AmExpress AXP 16.00 34.77 –0.23 –0.66%
BankAm BAC 137.80 17.63 0.02 0.11%
Boeing BA 5.50 53.02 0.14 0.26%
Caterpillar CAT 9.80 53.42 –0.47 –0.87%
Chevron CVX 13.50 72.64 0.67 0.93%
CiscoSys CSCO 46.20 23.40 0.01 0.03%
CocaCola KO 26.40 53.76 0.34 0.64%
Disney DIS 12.10 28.44 –0.02 –0.07%
DuPont DD 6.20 33.74 0.05 0.15%
ExxonMobil XOM 25.70 69.99 0.15 0.21%
GenElec GE 113.00 16.50 –0.16 –0.96%
HewlettPk HPQ 15.20 46.15 0.44 0.96%
HomeDpt HD 13.00 28.23 0.31 1.11%
Intel INTC 48.10 19.56 0.15 0.77%
IBM IBM 7.30 122.11 0.23 0.19%
JPMorgChas JPM 31.10 44.95 –0.01 –0.02%
JohnsJohns JNJ 11.60 60.78 0.01 0.02%
KftFoods KFT 11.30 26.73 0.21 0.79%
McDonalds MCD 8.10 57.00 0.54 0.96%
Merck MRK 14.00 31.88 –0.13 –0.41%
Microsoft MSFT 49.50 25.26 –0.04 –0.16%
Pfizer PFE 57.20 16.51 0.19 1.16%
ProctGamb PG 22.40 57.32 1.79 3.22%
3M MMM 3.80 74.62 –0.27 –0.36%
TravelersCos TRV 6.60 47.37 –0.33 –0.69%
UnitedTech UTX 5.70 62.82 0.30 0.48%
Verizon VZ 38.10 29.59 0.08 0.27%
WalMart WMT 22.80 50.11 0.15 0.30%

WSJ.com

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.

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

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

GlaxoSmithKline U.K. Pharmaceuticals $111.8 12.01 2.00% –1.0% –15.3%

Tesco U.K. Food Rtlrs & Whlslrs 50.6 3.96 1.96 0.3 6.9

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 115.6 169.20 1.87 –6.1 –21.0

HSBC Hldgs U.K. Banks 204.6 7.30 1.78 –8.9 –12.0

Iberdrola S.A. Spain Conventional Electricity 50.7 6.89 1.77 –5.2 –14.6

Deutsche Bk Germany Banks $47.5 52.00 –2.54% –9.6 –43.7

Credit Suisse Grp Switzerland Banks 65.0 56.50 –2.50 0.9 –22.3

Anglo Amer U.K. General Mining 45.3 20.72 –2.49 –13.0 –5.6

Koninklijke Phlps Netherlands Consumer Electronics 24.7 17.23 –2.38 –18.1 –37.2

UniCredit Italy Banks 64.6 2.62 –2.24 –13.5 –51.9

...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

Sanofi-Aventis S.A. 96.8 50.00 1.72% 5.1% –27.2%
France (Pharmaceuticals)
Unilever 48.8 19.35 1.68 –4.2 1.4
Netherlands (Food Products)
UBS 67.5 19.50 1.62 –7.1 –69.9
Switzerland (Banks)
Diageo 44.5 9.89 1.44 –3.9 5.8
U.K. (Distillers & Vintners)
BASF 50.0 36.98 1.18 5.7 18.6
Germany (Commodity Chemicals)
Nestle S.A. 165.2 44.36 0.91 –10.1 3.0
Switzerland (Food Products)
British Amer Tob 65.9 19.97 0.81 10.6 35.9
U.K. (Tobacco)
Banco Santander 132.7 11.06 0.77 5.5 –3.9
Spain (Banks)
E.ON 84.9 28.81 0.59 –16.0 –10.0
Germany (Multiutilities)
Astrazeneca 65.8 27.80 0.43 12.5 –16.4
U.K. (Pharmaceuticals)
Intesa Sanpaolo 53.7 3.08 0.33 –21.8 –39.6
Italy (Banks)
SAP 61.6 34.14 0.10 –14.5 –10.0
Germany (Software)
Vodafone Grp 133.2 1.40 0.07 6.9 22.1
U.K. (Mobile Telecomms)
Siemens 89.4 66.45 0.05 –5.5 –0.6
Germany (Diversified Industrials)
Total S.A. 145.4 41.65 –0.02 –7.5 –17.0
France (Integrated Oil & Gas)
Rio Tinto 68.3 27.38 –0.07 –20.5 37.7
U.K. (General Mining)
ABB 47.7 21.12 –0.09 –8.6 36.5
Switzerland (Industrial Machinery)
ENI 103.6 17.57 –0.23 –13.0 –22.7
Italy (Integrated Oil & Gas)
BP 186.9 5.55 –0.23 13.2 –3.3
U.K. (Integrated Oil & Gas)
GDF Suez 101.9 30.63 –0.24 –14.6 1.4
France (Multiutilities)

BNP Paribas S.A. 87.7 57.01 –0.26% –16.2% –31.2%
France (Banks)
L.M. Ericsson Tel B 31.7 72.70 –0.41 8.0 –42.8
Sweden (Telecomms Equip)
France Telecom 70.0 18.19 –0.52 –11.2 3.7
France (Fixed Line Telecomms)
ING Groep 34.8 11.38 –0.52 –44.2 –66.6
Netherlands (Life Insurance)
Banco Bilbao Viz 67.4 12.21 –0.57 7.5 –30.6
Spain (Banks)
BG Grp 66.4 11.39 –0.61 1.2 80.4
U.K. (Integrated Oil & Gas)
Nokia 58.9 10.68 –0.65 –27.2 –29.4
Finland (Telecomms Equip)
Telefonica S.A. 129.0 18.62 –0.90 3.7 41.0
Spain (Fixed Line Telecomms)
Bayer 58.1 47.71 –0.91 –17.1 24.2
Germany (Specialty Chemicals)
BHP Billiton 63.6 17.50 –0.91 20.9 97.3
U.K. (General Mining)
Allianz SE 55.0 82.54 –0.95 –17.9 –38.6
Germany (Full Line Insurance)
Daimler 52.2 33.44 –1.02 –15.3 –14.6
Germany (Automobiles)
Royal Dutch Shell A 103.5 19.83 –1.05 –8.0 –22.2
U.K. (Integrated Oil & Gas)
Novartis 126.5 49.20 –1.20 –15.6 –31.7
Switzerland (Pharmaceuticals)
Barclays 67.0 3.74 –1.22 –4.0 –41.8
U.K. (Banks)
Assicurazioni Gen 36.7 17.67 –1.28 –19.7 –31.4
Italy (Full Line Insurance)
AXA S.A. 52.9 17.20 –1.46 –30.2 –40.0
France (Full Line Insurance)
Deutsche Telekom 59.8 9.31 –1.48 –15.3 –23.6
Germany (Mobile Telecomms)
ArcelorMittal 63.1 27.45 –1.61 –33.6 4.4
Luxembourg (Iron & Steel)
Soc. Generale 46.3 54.10 –1.64 –19.3 –54.2
France (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

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 0.83 104.54% 0.02% 1.87 0.81 1.20

Eur. High Volatility: 11/1 1.48 109.85 0.04 3.89 1.46 2.36

Europe Crossover: 11/2 5.21 117.16 0.10 6.51 5.18 5.94

Asia ex-Japan IG: 11/1 1.05 110.83 0.04 3.84 1.05 2.04

Japan: 11/1 1.68 114.96 0.05 4.33 1.41 2.18

 Note: Data as of September 17

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

In percentage points
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Source: Markit Group

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 0.30% 0.90% 2.3% 6.4% 1.9%
Event Driven 1.14% 2.20% 5.0% 11.2% -14.2%
Equity Market Neutral -0.86% -1.03% -0.6% -4.5% -8.9%
Equity Long/Short 0.28% 2.20% 4.1% 4.6% -6.8%

*Estimates as of 09/17/09, after fees; Source: www.djhedgefundindexes.com
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BA urges JAL to stay in alliance
British carrier’s talks focus on links, not funding, as rival SkyTeam woos Japanese airline

Jet-leasing deal highlights industry changes

*After proposed Genesis acquisition
Note: Fleet value based on market value of models, not lessors individual planes 
Source: Ascend Worldwide Ltd., AerCap 

Leasing company

GE Capital Aviation Services

International Lease Finance Corp.

RBS Aviation Capital    

CIT Aerospace   

Babcock & Brown Aircraft Management     

AerCap*

AWAS 

Aviation Capital Group  

Aircastle Advisor       

Macquarie AirFinance    

Fleet

1,834

1,075

228

238

283

358

210

234

130

125

Total value, in billions

2.60

3.12

4.27

4.41

5.65

6.10

6.49

6.81

34.69

$36.36

Shifting skies 
The airplane-leasing business faces big changes as 
companies grapple with the credit crisis.
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American Airlines recently sold new Boeing 737s to 
GE's leasing division and will rent them back.

A JAL employee at Tokyo International Airport. British Airways says it considers JAL a valuable part of the oneworld alliance.

By Guy Chazan

Oil-trading firm Trafigura Be-
heer BV said it has agreed to pay
nearly £30 million ($48.7 million)
compensation to people in Ivory
Coast who say they were made ill by
waste dumped in the West African
country in 2006.

Trafigura, one of the world’s larg-
est independent oil traders by vol-
ume, said it will pay £950 per per-
son, but declined to say how many
claimants it will pay. British law
firm Leigh Day & Co., which filed the
lawsuit, said it involves some 31,000
people.

The compensation relates to an
incident in 2006 when slops from a
cargo ship that Trafigura had char-
tered were dumped in Abidjan, Ivory
Coast’s main city. Trafigura and the
plaintiffs’ lawyers agreed that inde-
pendent experts had been unable to
identify a link between exposure to
chemicals released from the slops
and deaths and serious injuries.

A joint statement issued by the
company and Leigh Day said “the
slops could at worst have caused a
range of short-term, low-level flu-
like symptoms and anxiety.” In a
statement, Eric de Turckheim, a di-

rector of Trafigura, said the settle-
ment “completely vindicates” the
company. The agreement means
Trafigura will be spared a class-ac-
tion case due to be heard in a Lon-
don court next month.

But a spokesman for some of the
victims said the compensation was
insufficient. “The cost of medication
spent over three years goes much be-
yond that amount,” Outtara Abouba-
bacar head of the Toxic Waste Vic-
tims’ Association, told the BBC.

The incident occured after Trafig-
ura subcontracted a local outfit,
Compagnie Tommy, to dispose of
the slops contained on a ship it had
chartered, the Probo Koala. During
August and September 2006
Tommy dumped it at a number of lo-
cations around Abidjan. After-
wards, many local residents com-
plained of breathing problems,
birth defects and diarrhea.

A United Nations report released
last week said there appeared to be
a link between the slops and the
deaths of at least 15 people and sick-
ness suffered by thousands more.
There was “strong prima facie evi-
dence that the reported deaths and
adverse health consequences are re-
lated to the dumping of the waste
from the cargo ship,” the report
said.

Trafigura, which has offices in
London, Amsterdam and Geneva,
criticized the report as inaccurate
and unbalanced. In its statement
Sunday, the oil trader said it could
not have foreseen Compagnie Tom-
my’s “reprehensible acts” in dump-
ing the slops, but stressed it had
acted “entirely independently of,
and without any authority from,
Trafigura.” It said the settlement “is
in no way an acceptance of liability”
by the company.
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By Kaveri Niththyananthan

And Doug Cameron

British Airways PLC on Friday
said it is trying to keep Japan Air-
lines Corp. inside its oneworld alli-
ance amid efforts by rival
SkyTeam to lure it away.

But unlike fellow oneworld part-
ner American Airlines, BA isn’t of-
fering JAL funding, people famil-
iar with the situation said. BA’s dis-
cussions instead focus on deeper
cooperation, these people said,
adding that the talks have been
continuing for several months.

Keeping JAL in the alliance se-
cures geographical reach into Asia
for other members of oneworld
and helps move traffic onto long-
haul flights.

But within oneworld, the
U.S.-Japan market is more impor-
tant than traffic between Japan
and Europe, industry officials say.

“JAL is valuable to us as part of
oneworld,” said a BA spokes-
woman, who confirmed that BA is
in talks with JAL, along with Ameri-
can parent AMR Corp. and other
members of oneworld.

Australia’s Qantas Airways
Ltd., another oneworld airline, on
Friday said it wasn’t in acquisition
or consolidation talks concerning
the struggling Japanese airline
but noted that it had a strong com-
mercial interest in JAL’s situation.

American is considering taking
an equity stake in JAL, according
to people familiar with the talks,

and this week bolstered its weak
balance sheet with a $2.9 billion
fund raising.

Cooperation between members
of SkyTeam and Star, the third in-
dustry alliance, is generally much
deeper than within oneworld, a

broad marketing pact that is less
advanced than its rivals in integrat-
ing information-technology sys-
tems and other potential cost-sav-
ing measures. This could make it
more difficult for BA and its part-
ners to keep JAL.

American Chief Executive Ger-
ard Arpey said Thursday that he
“expects oneworld to expand” but
didn’t comment on talks with JAL.
 —Daniel Michaels

and Kazuhiro Shimamura
contributed to this article.

By Daniel Michaels

The proposed merger of Euro-
pean airplane-leasing companies
AerCap Holdings NV and Genesis
Lease Ltd. highlights major changes
in the $147 billion industry as the
biggest players struggle with credit
woes and midsize companies jockey
for position.

Amsterdam-based AerCap on Fri-
day agreed to acquire its smaller
Clare, Ireland, rival for $300 mil-
lion, creating the industry’s third
largest player by fleet size. The offer-
ing price of $8.81 a share is a 27% pre-
mium to the closing price of Gene-
sis’s American depositary receipts
Sept. 11, the last trading day before
the company said it was in talks with
an unnamed bidder. Both compa-
nies are listed on the New York
Stock Exchange.

The deal comes as lessors that
control at least a quarter of the in-
dustry’s 6,270 planes are up for sale.

Some of the biggest airplane les-
sors—mostly American companies—
are grappling with fallout from the
credit crisis. Healthier second-tier
players in Europe and Asia, such as
AerCap, are trying to capitalize on
the giants’ troubles and grow amid
the current downturn.

Lessors world-wide own or man-
age more than 35% of all airliners fly-
ing, with a total value of roughly
$147 billion, according to industry
analysts Ascend Worldwide Ltd. In
recent years, lessors have bought
roughly one of every three planes
built by Boeing Co. and rival Airbus.
Lessors’ deep pockets and stability
helped the plane makers and air-

lines globally survive the last avia-
tion crisis, in 2001, by buying new
planes and helping carriers mort-
gage older ones. Today, however, les-
sors’ own credit problems are
heightening uncertainty within the
weakened aviation sector.

“It’s clear the leasing companies
are not the stabilizing factor they
were during the last downturn,”

said Tom Enders, chief executive of
Airbus, a unit of European Aeronau-
tic Defence & Space Co.

The credit crisis cut many les-
sors off from sources of cash they
need to fund their own purchases. In-
ternational Lease Finance Corp., a
subsidiary of troubled insurer Amer-
ican International Group Inc. and
the world’s second-largest plane les-

sor, faces the most prominent trou-
bles because it can’t access commer-
cial paper markets on which it previ-
ously relied, according to a regula-
tory filing last month.

ILFC ranks close behind General
Electric Co.’s GE Capital Aviation
Services, the industry’s top player,
according to Ascend. Each controls
more than 1,000 planes, valued at
around $35 billion per fleet, far big-
ger than any other lessor.

“Everyone is playing to be No. 3”
said GE Capital Aviation Chief Execu-
tive Norman Liu. Mr. Liu said that al-
though the company faced funding
troubles during the credit crunch
earlier in the year, it has regained ac-
cess to inexpensive financing.

AerCap Chief Executive Klaus
Heinemann said the Genesis acquisi-
tion, which is subject to shareholder
approval, would increase AerCap’s
liquidity and allow the company to
grow faster. The combined opera-
tion would have 358 planes, launch-
ing it into third place by number of
aircraft, according to Ascend.

AerCap may not hold its perch
for long. AWAS, a Dublin-based les-
sor owned by private-equity group
Terra Firma Capital Partners Ltd.,
has similar ambitions.

Singapore-based BOC Aviation
Pte. Ltd., another midtier player
that remains on solid financial foot-
ing because it’s part of state-owned
Bank of China Ltd., has expanded its
fleet by roughly 25% since last De-
cember and recently bought six
more planes. Chief Executive Robert
Martin said the company plans to
capitalize on the industry slump to
expand. “We find that it is best to
grow during a downturn,” he said.

A spokesman for
some victims said
the compensation
was insufficient.

Trafigura agrees
to compensate
waste litigants
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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 09/17 USD 339.42 38.2 18.0 6.4
Sel Emerg Mkt Equity GL EQ GGY 09/17 USD 200.86 53.3 14.3 –8.9
Sel Euro Equity EUR US EQ GGY 09/17 EUR 96.59 28.8 –6.7 –20.0
Sel European Equity EU EQ GGY 09/17 USD 188.78 37.3 –0.6 –16.6
Sel Glob Equity GL EQ GGY 09/17 USD 189.18 31.7 –3.5 –17.0
Sel Glob Fxd Inc GL BD GGY 09/17 USD 140.77 9.1 1.6 –0.9
Sel Pacific Equity AS EQ GGY 09/17 USD 141.86 56.9 16.0 –6.5
Sel US Equity US EQ GGY 09/17 USD 119.96 19.1 –9.0 –16.1
Sel US Sm Cap Eq US EQ GGY 09/17 USD 170.91 30.7 –9.2 –15.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/17 EUR 26.95 2.7 –33.1 –44.6
MP-TURKEY.SI OT OT SVN 09/17 EUR 31.12 59.3 7.5 –20.9

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 09/18 USD 163.70 47.6 17.5 –13.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/18 USD 156.17 46.7 16.5 –14.6
PF (LUX)-Biotech-Pca OT EQ LUX 09/17 USD 302.09 6.0 –10.8 –4.2
PF (LUX)-CHF Liq-Pca CH MM LUX 09/17 CHF 124.22 0.2 0.4 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/17 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/17 USD 108.44 33.3 15.3 –7.1
PF (LUX)-East Eu-Pca EU EQ LUX 09/17 EUR 272.69 104.2 3.5 –21.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/18 USD 490.37 61.2 15.3 –12.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/17 EUR 97.75 27.9 –1.7 –15.1
PF (LUX)-EUR Bds-Pca EU BD LUX 09/17 EUR 381.05 2.0 4.5 2.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/17 EUR 289.98 2.0 4.5 2.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/17 EUR 143.80 15.1 12.5 4.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/17 EUR 101.10 15.1 12.5 4.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/17 EUR 136.45 51.3 5.9 –2.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/17 EUR 79.10 51.3 5.9 –2.3
PF (LUX)-EUR Liq-Pca EU MM LUX 09/17 EUR 135.86 0.9 1.8 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/17 EUR 97.91 0.9 1.8 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/17 EUR 102.38 0.5 1.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/17 EUR 101.01 0.5 1.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/17 EUR 394.13 28.8 –4.5 –20.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/17 EUR 128.84 27.4 –2.4 –17.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/17 USD 240.60 27.0 23.3 11.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/17 USD 163.68 27.0 23.2 11.7
PF (LUX)-Gr China-Pca AS EQ LUX 09/18 USD 327.23 53.8 26.4 –8.8
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/18 USD 333.82 74.2 21.6 –7.3
PF (LUX)-Jap Index-Pca JP EQ LUX 09/18 JPY 9043.40 11.0 –13.6 –20.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/18 JPY 7985.20 9.4 –17.6 –25.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/18 JPY 7758.93 8.9 –18.1 –25.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/18 JPY 4526.77 15.3 –11.9 –19.7
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/17 USD 49.70 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/18 USD 254.18 60.5 17.0 –6.5
PF (LUX)-Piclife-Pca CH BA LUX 09/17 CHF 776.97 12.7 2.0 –4.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/17 EUR 59.06 33.8 –0.9 –14.1
PF (LUX)-Rus Eq-Pca OT OT LUX 09/17 USD 54.06 136.7 7.9 NS
PF (LUX)-Security-Pca GL EQ LUX 09/17 USD 93.26 30.5 7.9 –8.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/17 EUR 446.06 36.7 –3.0 –16.3
PF (LUX)-US Eq-Ica US EQ LUX 09/17 USD 98.50 20.6 –8.1 –11.1
PF (LUX)-USA Index-Pca US EQ LUX 09/17 USD 86.37 19.1 –6.4 –13.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/17 USD 512.09 –3.5 2.8 5.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/17 USD 375.76 –3.5 2.8 5.8
PF (LUX)-USD Liq-Pca US MM LUX 09/17 USD 130.99 0.6 1.1 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/17 USD 85.53 0.6 1.1 2.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/17 USD 101.56 0.3 1.1 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/17 USD 100.85 0.3 1.1 NS
PF (LUX)-Water-Pca GL EQ LUX 09/17 EUR 117.37 13.9 –7.9 –12.5
PF (LUX)-WldGovBds-Pca GL BD LUX 09/18 USD 167.69 1.7 10.5 9.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/18 USD 138.80 1.7 10.5 9.2

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/17 USD 12.09 54.2 11.8 –7.3
Japan Fund USD JP EQ IRL 09/18 USD 17.20 17.1 22.4 0.9
Polar Healthcare Class I USD OT OT IRL 09/17 USD 12.41 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/17 USD 12.41 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 09/17 EUR 691.71 22.8 –4.5 –16.1
Core Eurozone Eq B EU EQ IRL 09/17 EUR 815.66 24.0 –0.6 NS
Euro Fixed Income A EU BD IRL 09/17 EUR 1204.08 6.4 1.2 –2.5
Euro Fixed Income B EU BD IRL 09/17 EUR 1283.24 6.8 1.8 –1.9
Euro Small Cap A EU EQ IRL 09/17 EUR 1182.55 39.5 –5.5 –20.9
Euro Small Cap B EU EQ IRL 09/17 EUR 1264.54 40.1 –4.9 –20.4
Eurozone Agg Eq A EU EQ IRL 09/17 EUR 647.75 30.3 –2.2 –17.7
Eurozone Agg Eq B EU EQ IRL 09/17 EUR 929.30 30.9 –1.7 –17.2
Glbl Bd (EuroHdg) A GL BD IRL 09/17 EUR 1344.41 12.3 6.0 2.1
Glbl Bd (EuroHdg) B GL BD IRL 09/17 EUR 1424.53 12.8 6.7 2.7
Glbl Bd A EU BD IRL 09/17 EUR 1062.26 8.3 5.3 1.2
Glbl Bd B EU BD IRL 09/17 EUR 1129.37 8.8 5.9 1.8
Glbl Real Estate A OT EQ IRL 09/17 USD 884.51 32.7 –12.0 –18.3
Glbl Real Estate B OT EQ IRL 09/17 USD 910.31 33.3 –11.4 –17.8
Glbl Real Estate EH-A OT EQ IRL 09/17 EUR 792.26 26.3 –16.2 –20.3
Glbl Real Estate SH-B OT EQ IRL 09/17 GBP 74.42 25.5 –17.1 –19.9
Glbl Strategic Yield A EU BD IRL 09/17 EUR 1505.75 33.2 5.8 0.6
Glbl Strategic Yield B EU BD IRL 09/17 EUR 1608.53 33.8 6.5 1.2
Japan Equity A JP EQ IRL 09/17 JPY 12025.70 16.4 –11.9 –22.0
Japan Equity B JP EQ IRL 09/17 JPY 12795.40 16.9 –11.4 –21.5
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/17 USD 2144.83 66.8 24.6 –6.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/17 USD 2285.06 67.5 25.4 –6.1
Pan European Eq A EU EQ IRL 09/17 EUR 942.26 31.1 –1.3 –17.1
Pan European Eq B EU EQ IRL 09/17 EUR 1002.73 31.7 –0.8 –16.6
US Equity A US EQ IRL 09/17 USD 838.35 25.3 –6.2 –14.1
US Equity B US EQ IRL 09/17 USD 896.05 25.8 –5.7 –13.6
US Small Cap A US EQ IRL 09/17 USD 1240.43 23.4 –11.1 –14.9
US Small Cap B US EQ IRL 09/17 USD 1326.62 23.9 –10.6 –14.4

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/18 EUR 13.92 –1.4 12.9 12.6
Asset Sele C H-CHF OT OT LUX 09/18 CHF 96.70 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/18 GBP 97.79 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/18 JPY 9709.42 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/18 NOK 111.63 –0.8 NS NS
Asset Sele C H-SEK OT OT LUX 09/18 SEK 139.84 –1.9 13.7 13.0
Asset Sele C H-USD OT OT LUX 09/18 USD 97.59 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/18 SEK 131.24 –1.9 NS NS
Choice Global Value -C- GL EQ LUX 09/18 SEK 71.98 19.6 –6.1 –22.7
Choice Global Value -D- OT OT LUX 09/18 SEK 68.97 19.6 –6.1 NS
Choice Global Value -I- OT OT LUX 09/18 EUR 6.35 30.4 –9.8 –25.2
Choice Japan Fd -C- OT OT LUX 09/18 JPY 49.12 9.3 –14.2 –22.6
Choice Japan Fd -D- OT OT LUX 09/18 JPY 44.17 9.3 –14.2 –22.6
Choice Jpn Chance/Risk JP EQ LUX 09/18 JPY 51.05 14.0 –15.5 –24.8
Choice NthAmChance/Risk US EQ LUX 09/18 USD 3.82 36.3 –9.4 –12.5
Ethical Europe Fd OT OT LUX 09/18 EUR 1.91 27.9 –7.5 –21.7
Europe 1 Fd OT OT LUX 09/18 EUR 2.73 31.1 –6.2 –21.7
Europe 3 Fd EU EQ LUX 09/18 EUR 3.92 28.5 –7.9 –22.3
Global Chance/Risk Fd GL EQ LUX 09/18 EUR 0.57 22.0 –7.8 –16.8
Global Fd -C- OT OT LUX 09/18 USD 2.08 25.1 –7.0 –15.4
Global Fd -D- OT OT LUX 09/18 USD 1.30 25.0 NS NS
Nordic Fd OT OT LUX 09/18 EUR 5.39 31.7 5.1 –12.6

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/18 USD 6.99 54.3 24.9 –9.4
Choice Asia ex. Japan -D- OT OT LUX 09/18 USD 1.23 54.3 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/18 EUR 10.42 –4.5 –2.4 0.9
Currency Alpha EUR -RC- OT OT LUX 09/18 EUR 10.34 –4.8 –2.8 0.4

Currency Alpha SEK -ID- OT OT LUX 09/18 SEK 96.96 –8.2 –6.3 NS
Currency Alpha SEK -RC- OT OT LUX 09/18 SEK 104.43 –4.8 –2.8 0.4
Generation Fd 80 OT OT LUX 09/18 SEK 7.48 17.3 –1.8 –13.5
Nordic Focus EUR NO EQ LUX 09/18 EUR 75.93 52.2 3.6 NS
Nordic Focus NOK NO EQ LUX 09/18 NOK 81.55 52.2 3.6 NS
Nordic Focus SEK NO EQ LUX 09/18 SEK 81.69 52.2 3.6 NS
Russia Fd OT OT LUX 09/18 EUR 7.62 128.4 18.9 –14.9

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/18 USD 1.73 24.3 –8.2 –14.9
Ethical Glbl Fd -C- OT OT LUX 09/18 USD 0.82 18.1 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/18 USD 0.79 32.9 –0.8 –13.6
Ethical Sweden Fd NO EQ LUX 09/18 SEK 39.51 43.3 19.3 –6.4
Index Linked Bd Fd SEK OT BD LUX 09/18 SEK 13.13 3.1 3.9 4.8
Medical Fd OT EQ LUX 09/18 USD 3.10 7.9 –7.9 –8.2
Short Medium Bd Fd SEK NO MM LUX 09/18 SEK 8.80 1.1 2.4 2.6
Technology Fd -C- OT OT LUX 09/18 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 09/18 USD 2.34 50.4 11.0 –6.7
World Fd -C- OT OT LUX 09/18 USD 28.39 NS NS NS
World Fd -D- OT OT LUX 09/18 USD 2.15 34.4 3.9 –8.1

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/18 EUR 1.27 0.1 0.3 1.3
Short Bond Fd EUR -D- OT OT LUX 09/18 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/18 SEK 21.94 1.8 2.9 2.8
Short Bond Fd USD US MM LUX 09/18 USD 2.49 –0.3 0.2 1.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/18 SEK 10.28 2.2 –0.3 0.7
Alpha Bond Fd SEK -B- NO BD LUX 09/18 SEK 8.90 2.2 –0.3 0.7
Alpha Bond Fd SEK -C- NO BD LUX 09/18 SEK 25.74 2.1 –0.4 0.5
Alpha Bond Fd SEK -D- NO BD LUX 09/18 SEK 8.02 2.1 –0.4 0.5
Alpha Short Bd SEK -A- NO MM LUX 09/18 SEK 11.08 2.5 3.1 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/18 SEK 10.14 2.5 3.1 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/18 SEK 21.67 2.5 3.0 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/18 SEK 8.20 2.5 3.0 3.1
Bond Fd SEK -C- NO BD LUX 09/18 SEK 42.37 2.0 9.3 6.3
Bond Fd SEK -D- NO BD LUX 09/18 SEK 12.31 2.1 9.4 5.7
Corp. Bond Fd EUR -C- EU BD LUX 09/18 EUR 1.24 13.4 12.1 2.5
Corp. Bond Fd EUR -D- EU BD LUX 09/18 EUR 0.95 13.5 12.1 2.3
Corp. Bond Fd SEK -C- NO BD LUX 09/18 SEK 12.30 14.5 6.8 1.1
Corp. Bond Fd SEK -D- NO BD LUX 09/18 SEK 9.30 14.5 6.8 1.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/18 EUR 102.96 –0.9 4.9 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/18 EUR 107.33 3.6 9.5 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/18 SEK 1084.29 3.6 9.5 NS
Flexible Bond Fd -C- NO BD LUX 09/18 SEK 21.34 2.3 5.6 4.4
Flexible Bond Fd -D- NO BD LUX 09/18 SEK 11.67 2.3 5.6 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/18 USD 2.49 62.0 23.1 –6.7
Eastern Europe Fd OT OT LUX 09/18 EUR 2.42 39.6 –5.5 –19.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/18 SEK 26.52 58.0 30.7 –13.4
Eastern Europe SmCap Fd OT OT LUX 09/18 EUR 2.35 76.8 –1.3 –23.4
Europe Chance/Risk Fd EU EQ LUX 09/18 EUR 1008.29 32.2 –9.1 –23.7
Listed Private Equity -C- OT OT LUX 09/18 EUR 124.21 50.8 NS NS
Listed Private Equity -IC- OT OT LUX 09/18 EUR 72.62 75.8 NS NS
Listed Private Equity -ID- OT OT LUX 09/18 EUR 70.48 70.9 NS NS
Nordic Small Cap -C- OT OT LUX 09/18 EUR 125.46 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/18 EUR 125.75 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/18 SEK 78.50 –2.0 –17.0 –13.3
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/18 EUR 100.31 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/18 SEK 100.31 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/18 USD 101.44 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/18 SEK 71.72 –2.0 –17.1 –14.6
Asset Sele Opp C H NOK OT OT LUX 09/18 NOK 103.78 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/18 SEK 102.72 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/18 EUR 103.51 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/18 GBP 103.67 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/18 SEK 103.49 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/18 EUR 102.28 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/18 GBP 102.61 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/18 GBP 102.41 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 09/16 EUR 29.35 3.5 –4.1 1.8
Bonds Eur Corp A OT OT LUX 09/16 EUR 22.77 9.8 7.7 1.7
Bonds Eur Hi Yld A OT OT LUX 09/16 EUR 19.66 47.8 5.2 –3.7
Bonds EURO A OT OT LUX 09/17 EUR 40.86 3.5 8.8 5.2
Bonds Europe A OT OT LUX 09/17 EUR 39.15 3.3 7.6 4.4
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 09/17 USD 36.20 14.8 12.8 8.7
Bonds World A OT OT LUX 09/17 USD 42.87 7.6 13.0 9.8
Eq. China A OT OT LUX 09/17 USD 22.47 50.3 39.8 –15.0
Eq. ConcentratedEuropeA OT OT LUX 09/17 EUR 26.68 29.5 –4.7 –18.5
Eq. Eastern Europe A OT OT LUX 09/17 EUR 20.42 54.5 –11.8 –28.8
Eq. Equities Global Energy OT OT LUX 09/17 USD 17.76 24.6 –10.3 –11.4
Eq. Euroland A OT OT LUX 09/17 EUR 10.44 13.9 –11.6 –22.0
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/17 EUR 17.37 26.5 –5.0 –15.8
Eq. EurolandFinancialA OT OT LUX 09/17 EUR 12.03 42.8 –0.7 –19.9
Eq. Glbl Emg Cty A OT OT LUX 09/17 USD 9.23 54.4 14.6 –12.3
Eq. Global A OT OT LUX 09/17 USD 26.78 27.3 –1.5 –16.4
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 09/17 USD 29.99 43.4 45.2 6.9
Eq. Japan Sm Cap A OT OT LUX 09/17 JPY 1148.92 26.9 6.6 –17.8
Eq. Japan Target A OT OT LUX 09/18 JPY 1782.09 13.9 –0.1 –9.4
Eq. Pacific A OT OT LUX 09/17 USD 9.83 54.0 16.5 –11.2
Eq. US ConcenCore A OT OT LUX 09/17 USD 21.17 30.3 1.5 –9.6
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 09/17 USD 28.21 40.8 0.4 –12.7
Eq. US Multi Strg A OT OT LUX 09/17 USD 20.65 29.3 –8.4 –15.2
Eq. US Rel Val A OT OT LUX 09/16 USD 20.31 30.7 –11.7 –18.1
Eq. US Sm Cap Val A OT OT LUX 09/17 USD 16.30 25.9 –21.8 –22.0
Eq. US Value Opp A OT OT LUX 09/17 USD 16.00 23.5 –18.7 –23.0
Money Market EURO A OT OT LUX 09/17 EUR 27.37 0.9 2.1 3.2
Money Market USD A OT OT LUX 09/17 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 09/18 JPY 9246.00 7.5 –14.8 –28.7
YMR-N Small Cap Fund OT OT IRL 09/18 JPY 7355.00 14.6 –5.2 –26.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/18 JPY 6312.00 6.9 –18.6 –28.5
Yuki 77 Growth JP EQ IRL 09/18 JPY 5947.00 0.5 –26.9 –33.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/18 JPY 6755.00 8.3 –15.1 –27.7
Yuki Chugoku JpnLowP JP EQ IRL 09/18 JPY 8385.00 2.4 –12.1 –20.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/18 JPY 6829.00 0.9 –21.9 –30.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/18 JPY 4644.00 2.1 –21.1 –29.7
Yuki Hokuyo Jpn Inc JP EQ IRL 09/18 JPY 5370.00 1.7 –19.9 –23.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/18 JPY 5383.00 14.4 –6.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/18 JPY 4432.00 4.3 –25.4 –32.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/18 JPY 4748.00 5.7 –24.9 –32.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/18 JPY 6792.00 11.3 –18.4 –28.3
Yuki Mizuho Jpn Gen OT OT IRL 09/18 JPY 8669.00 8.1 –15.7 –28.6
Yuki Mizuho Jpn Gro OT OT IRL 09/18 JPY 6519.00 4.3 –15.1 –30.0
Yuki Mizuho Jpn Inc OT OT IRL 09/18 JPY 7765.00 –2.4 –21.9 –26.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/18 JPY 5203.00 4.4 –18.6 –27.9
Yuki Mizuho Jpn LowP OT OT IRL 09/18 JPY 12447.00 9.8 –5.4 –17.0
Yuki Mizuho Jpn PGth OT OT IRL 09/18 JPY 8158.00 6.8 –19.6 –30.8
Yuki Mizuho Jpn SmCp OT OT IRL 09/18 JPY 7587.00 23.7 –1.7 –25.3
Yuki Mizuho Jpn Val Sel OT OT IRL 09/18 JPY 5764.00 11.0 –11.8 –24.3
Yuki Mizuho Jpn YoungCo OT OT IRL 09/18 JPY 3115.00 30.5 –5.9 –28.3

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/18 JPY 5015.00 11.4 –20.5 –30.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/18 JPY 5464.00 7.2 –17.0 –29.4

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 08/31 USD 1355.45 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 07/31 USD 1711.00 –1.7 –9.0 –5.8
CMA MultHdge Balncd OT OT CYM 07/31 USD 1355.67 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 08/31 USD 1671.37 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 08/31 USD 942.93 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/31 EUR 99.61 1.2 –18.1 –10.4
D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 986.65 –0.9 –23.1 –15.3

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 8.1 NS NS
Global Absolute EUR OT OT NA 08/28 EUR 1.50 8.7 NS NS
Global Absolute USD OT OT GGY 08/28 USD 1.91 8.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/28 EUR 84.26 10.4 NS NS
Special Opp Inst EUR OT OT CYM 08/28 EUR 79.44 10.6 NS NS
Special Opp Inst USD OT OT CYM 08/28 USD 90.06 11.6 NS NS
Special Opp USD OT OT CYM 08/28 USD 88.41 11.1 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 08/28 CHF 107.47 7.7 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 8.4 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 9.4 NS NS
GH FUND S EUR OT OT CYM 08/28 EUR 123.44 9.2 NS NS
GH FUND S GBP OT OT JEY 08/28 GBP 127.89 8.7 NS NS
GH Fund S USD OT OT CYM 08/28 USD 144.76 9.7 NS NS
GH Fund USD OT OT GGY 08/28 USD 264.98 8.7 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 16.4 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 08/28 CHF 91.28 8.7 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 08/28 EUR 99.06 9.6 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 08/28 GBP 106.77 10.2 NS NS
MultiAdv Arb S EUR OT OT CYM 08/28 EUR 105.49 10.2 NS NS
MultiAdv Arb S GBP OT OT CYM 08/28 GBP 110.33 10.6 NS NS
MultiAdv Arb S USD OT OT CYM 08/28 USD 120.55 11.3 NS NS
MultiAdv Arb USD OT OT GGY 08/28 USD 186.64 10.6 NS NS

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 08/31 EUR 192.86 NS NS NS

Integrated 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 6.0 –5.9 NS

Key Europe Long/Short EUR -RC- OT OT LUX 08/31 EUR 89.33 5.6 –6.4 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 08/31 EUR 100.38 10.7 2.2 NS
Key Hedge EUR-RC- OT OT LUX 08/31 EUR 99.71 10.3 1.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 08/31 EUR 94.47 11.4 –1.8 NS
Key Market Independent II SEK -I- OT OT LUX 08/31 SEK 91.80 11.8 –2.1 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 08/31 EUR 86.62 8.8 –10.5 NS
Key Recovery -RC- OT OT LUX 08/31 EUR 86.03 8.4 –11.0 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 –44.4 –12.7 11.1
Superfund GCT USD* OT OT LUX 09/15 USD 2353.00 –35.6 –12.8 6.1
Superfund Gold A (SPC) OT OT CYM 09/15 USD 956.87 –17.7 16.6 19.3
Superfund Gold B (SPC) OT OT CYM 09/15 USD 962.81 –28.6 14.0 18.5
Superfund Q-AG* OT OT AUT 09/15 EUR 6769.00 –22.8 –3.6 7.5

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

INDICES

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

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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Alcatel quiets China fears
CEO Ben Verwaayen
says talk of takeover
by rivals is overblown

Alcatel-Lucent Chief Ben Verwaayen said in a recent interview that the
telecom-equipment company is ‘extraordinarily happy’ with its position in China.

CORPORATE NEWS

By Geraldine Amiel

PARIS—The risk of a takeover of
a Western telecommunications-
equipment maker such as Alcatel-
Lucent SA by a Chinese rival has
been overplayed, Chief Executive
Ben Verwaayen said in an interview,
adding that the Franco-American
company is “extraordinarily happy”
with its position in China.

Mr. Verwaayen, speaking Thurs-
day in his office in Paris, having re-
cently returned from a World Eco-
nomic Forum in Dalian, China, said
the risks of a takeover by a Chinese
competitor are “not more than yes-
terday or the day before.” His com-
ments follow recent speculation in
the French media linking Alcatel-Lu-
cent with China’s Huawei Technolo-
gies Co. or peer ZTE Corp.

Huawei earlier this month said it
wasn’t in talks with Alcatel-Lucent
about forming an alliance, though a
spokesman for the company said it
was open to “cooperation opportuni-
ties,” without elaborating. ZTE has
also said it isn’t interested in buying
a stake in Alcatel-Lucent.

Some Western network-equip-
ment providers have been strug-
gling as mobile operators have cut
back on spending to preserve cash
flow, trying to combat the impact of
regulatory pressure, increased com-
petition and the recession.

Compounding the slowdown, Al-
catel-Lucent and Nokia Siemens Net-
works, a joint venture between
Nokia Corp. and Siemens AG, have
also had to contend with issues aris-
ing from their internal integration
efforts. In July, Alcatel-Lucent
posted its first quarterly profit
since its creation in 2006.

These challenges have led to
speculation that the pace of consoli-
dation in the segment may quicken.
Market leader Telefon AB L.M. Eric-
sson recently said it would pick up
parts of bankrupt Nortel Networks
Corp.’s infrastructure business, con-
solidating its top position. There
has been further market specula-
tion that a merger between global
No. 4 Alcatel-Lucent and No. 2 Nokia
Siemens Networks might aid their
defense against Ericsson and fast-
growing Chinese rivals such as Hua-
wei, the No. 3 player, and ZTE.

Operators are also teaming up
closer to home. Most recently, Deut-
sche Telekom AG and France Tele-
com SA announced the tie-up of
their mobile activities in the U.K.

Alcatel-Lucent, Ericsson and
Nokia Siemens Networks have been
fighting for market share in China,
where growth is still rapid and billions
of dollars’ worth of contracts are up
for grabs as third-generation mobile
networks are rolled out in the country.

Alcatel-Lucent has provided a
third of the country’s fixed-line and
mobile infrastructure, Mr. Verwaayen
said, adding that China represents
more than half of Alcatel-Lucent’s ac-
tivities in the Asian-Pacific region.

Mr. Verwaayen said the network-
gear industry is more focused on
transformation than consolidation.

“The only strategy you have to
understand is your own strategy—
never adapt to the other guy’s,” Mr.
Verwaayen said, citing Arsene
Wenger, the manager of London-
based Arsenal Football Club. “I’m a
big fan,” he said.

Still, Mr. Verwaayen said it
would be wrong to believe that the
major network-gear players will al-
ways be European or U.S.-based.

“There are new players on the
block,” he said. “The whole idea is,
‘We have our Western players and
they’re the only ones there.’ Well,
think again.”

China has a young population
keen on activities such as online so-
cial networking, with a “thirst to
communicate,” Mr. Verwaayen said,
adding that consumers are also be-
coming increasingly sophisticated,
leading to more opportunities.

“China is a building block for
what we want to do on a global ba-
sis,” he said. “This is not an industry
that has to look to anything else
than innovation, speed to market
and cost competitiveness. ... That’s
what we’re doing.”

Mr. Verwaayen reiterated that he
expects the global network-equip-
ment market to contract between
8% and 12% this year from 2008, add-
ing that things will pick up in 2010.

“Every quarter will be a little bet-
ter than the previous one,” while eco-
nomic stimulus packages could also
benefit the company, he said.
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CME Group enables business leaders
to shift risks and move forward.

It’s hard to make your move when you don’t know what’s coming next. With futures and options products

for every major asset class – interest rates, equity indexes, foreign exchange, energy, commodities and

metals – CME Group can help you move forward with confidence. For more than a century, CME Group has

provided competitive, efficient and safe markets for customers, who benefit from:

• Riskmitigation that protects • The guaranteed performance

profits and reduces expenses of every transaction

• The safety and soundness of • Twice daily mark-to-market

central counterparty clearing that enables position tracking

Last year we facilitated the trading of more than 3 billion contracts exceeding $1 quadrillion in value.

At a time of unprecedented uncertainty in financial markets, CME Group can help you rise above the risk.

for more information go to cmegroup.com
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Gl High Yield I US BD LUX 09/17 USD 4.16 50.8 12.6 3.0
Gl Value A GL EQ LUX 09/17 USD 10.97 29.2 –4.3 –21.5
Gl Value B GL EQ LUX 09/17 USD 10.10 28.2 –5.3 –22.3
Gl Value I GL EQ LUX 09/17 USD 11.63 29.8 –3.6 –20.9
India Growth A - OT OT LUX 09/17 USD 112.99 NS NS NS
India Growth AX OT OT LUX 09/17 USD 98.69 70.8 17.9 –1.9
India Growth B - OT OT NA 09/17 USD 118.72 NS NS NS
India Growth BX OT OT LUX 09/17 USD 84.61 69.7 16.8 –2.9
India Growth I EA EQ LUX 09/17 USD 102.13 71.3 18.3 –1.6
Int'l Health Care A OT EQ LUX 09/17 USD 128.14 9.1 –9.1 –10.8
Int'l Health Care B OT EQ LUX 09/17 USD 108.40 8.4 –10.0 –11.6
Int'l Health Care I OT EQ LUX 09/17 USD 139.68 9.8 –8.4 –10.0
Int'l Technology A OT EQ LUX 09/17 USD 101.13 38.3 –0.1 –13.4
Int'l Technology B OT EQ LUX 09/17 USD 87.89 37.3 –1.1 –14.2
Int'l Technology I OT EQ LUX 09/17 USD 113.14 39.0 0.7 –12.7
Japan Blend A JP EQ LUX 09/17 JPY 5998.00 11.8 –12.2 –24.2
Japan Growth A JP EQ LUX 09/17 JPY 5887.00 5.8 –13.5 –24.4
Japan Growth I JP EQ LUX 09/17 JPY 6044.00 6.4 –12.8 –23.8
Japan Strat Value A JP EQ LUX 09/17 JPY 6054.00 17.4 –11.5 –24.5
Japan Strat Value I JP EQ LUX 09/17 JPY 6201.00 18.1 –10.8 –23.9

Real Estate Sec. A OT EQ LUX 09/17 USD 14.16 32.7 –7.6 –16.5
Real Estate Sec. B OT EQ LUX 09/17 USD 12.98 31.8 –8.5 –17.3
Real Estate Sec. I OT EQ LUX 09/17 USD 15.18 33.4 –6.9 –15.8
Short Mat Dollar A US BD LUX 09/17 USD 7.13 8.3 –0.7 –7.8
Short Mat Dollar A2 US BD LUX 09/17 USD 9.51 8.6 –0.7 –7.8
Short Mat Dollar B US BD LUX 09/17 USD 7.13 8.0 –1.2 –8.2
Short Mat Dollar B2 US BD LUX 09/17 USD 9.48 8.2 –1.1 –8.2
Short Mat Dollar I US BD LUX 09/17 USD 7.13 8.7 –0.1 –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 09/17 GBP 7.89 18.5 8.5 –6.6
Andfs. Borsa Global GL EQ AND 09/17 EUR 6.28 8.2 –13.2 –17.8
Andfs. Emergents GL EQ AND 09/17 USD 16.09 61.0 16.7 –8.0
Andfs. Espanya EU EQ AND 09/17 EUR 13.52 25.0 8.2 –7.9

Andfs. Estats Units US EQ AND 09/17 USD 14.25 16.9 –11.0 –14.1
Andfs. Europa EU EQ AND 09/17 EUR 7.73 19.2 –2.0 –15.1
Andfs. Franca EU EQ AND 09/17 EUR 9.48 14.5 –4.9 –16.7
Andfs. Japo JP EQ AND 09/17 JPY 515.75 17.7 –7.9 –20.2
Andfs. Plus Dollars US BA AND 09/17 USD 9.27 10.0 –1.7 –6.2
Andfs. RF Dolars US BD AND 09/17 USD 11.23 9.9 2.9 0.0
Andfs. RF Euros EU BD AND 09/17 EUR 10.70 19.5 5.1 –2.0
Andorfons EU BD AND 09/17 EUR 14.24 19.4 2.4 –4.4
Andorfons Alternative Premium OT OT AND 07/31 EUR 95.97 3.9 –14.7 –8.8
Andorfons Mix 30 EU BA AND 09/17 EUR 9.39 16.0 –4.7 –9.8
Andorfons Mix 60 EU BA AND 09/17 EUR 9.05 11.3 –12.6 –15.9

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 09/18 EUR 9.17 –5.2 –7.5 –3.0
DJE-Absolut P GL EQ LUX 09/18 EUR 197.14 12.5 –1.0 –8.9
DJE-Alpha Glbl P EU BA LUX 09/18 EUR 173.05 12.5 1.7 –5.7
DJE-Div& Substanz P GL EQ LUX 09/18 EUR 205.66 17.6 4.8 –6.2

DJE-Gold&Resourc P OT EQ LUX 09/18 EUR 164.34 25.7 14.6 –1.6
DJE-Renten Glbl P EU BD LUX 09/18 EUR 128.35 7.2 6.8 2.8
LuxPro-Dragon I AS EQ LUX 09/18 EUR 146.25 57.5 45.6 –7.4
LuxPro-Dragon P AS EQ LUX 09/18 EUR 142.53 57.1 44.8 –8.6
LuxTopic-Aktien Europa EU EQ LUX 09/18 EUR 17.02 18.8 10.2 –3.7
LuxTopic-Pacific AS EQ LUX 09/18 EUR 14.41 59.2 –1.2 –18.0

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 08/31 USD 42.95 24.2 –16.9 –8.2
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 22.51 7.4 –41.0 –12.4
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
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Axa Private Equity hunts infrastructure deals

BofA looks at Holliday for board
Successorship issues
also on table as threat
of fraud case remains

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

By William Launder

FRANKFURT—As private-equity
funds and companies around the
world recover from the financial cri-
sis, Axa SA’s private-equity unit is
looking at deals in infrastructure
and energy, said Stephan Illen-
berger, the fund’s Germany manag-
ing director and an executive board
member, in an interview.

But the fund is bearish about
the tumultuous auto and low-mar-
gin German retail sectors, he said.

While rival firms have been
burned by investments made prior
to the crisis, Axa looked skepti-
cally at many of the fast and bewil-
dering structured deals of 2006
and 2007, Mr. Illenberger said.

“We kept with our conservative
strategy when other private-eq-
uity companies rushed in rashly,”
he said.

Axa Private Equity has $26 bil-
lion in assets under management
and is currently looking to invest
around $10 billion in deals, Mr. Il-
lenberger said. It is the sixth-larg-
est European fund and 24th-big-
gest in the world, according to Pre-
quin Ltd., which provides data on
private-equity and hedge funds.

“There was a lot of hesitation
for us to enter many investments
in 2007,” said Mr. Illenberger, but
now Axa is eager to invest.

Infrastructure

Infrastructure deals look partic-

ularly promising, he said, as Euro-
pean Union regulators demand
“unbundling” in the European mar-
ket, which would prevent energy
producers from also acting as dis-
tributors.

“Electricity networks and gas
distribution networks are coming
on the market,” Mr. Illenberger
said, even if “there is no trend to-
wards a new boom.” Dominique
Senequier, chief executive of Axa
Private Equity, told Dow Jones
Newswires this month that the
fund is still considering making a
bid for the transmission and distri-
bution division of French state-
owned nuclear company Areva SA.

Meanwhile, the auto industry
faces critical oversupply prob-
lems. “In general, the industry
must consolidate. But we certainly
look at suppliers which are highly
relevant in the automotive indus-
try,” Mr. Illenberger said.

‘Zombies’

Mr. Illenberger described a
new paradigm for private-equity
funds in the wake of the financial
crisis, with the brash deal making
and highly leveraged acquisitions
of the 2006-2007 boom years re-
placed by a more conservative ap-
proach and fewer industry partici-
pants.

At the height of the boom, deals
were often made with debt that
was seven or eight times a firm’s
earnings before interest, taxes, de-
preciation and amortization, as op-
posed to the three to four times
Ebitda common before the boom,
which is now becoming the norm
again, he said.

“Credit agreements that were
250 pages thick were put down on
the table at deal time, which no-
body understood,” Mr. Illenberger
said. “Those [private-equity
funds] who invested heavily in
2006 and 2007 often bought too ex-
pensively, and many of them are
now facing serious problems” that
could spell their demise, he said.
“Some of them will end up as zom-
bies.”

Shakeout

Mr. Illenberger foresees a
shakeout for private-equity funds
similar to that which took place in
the venture-capital sector follow-
ing the 2001 information-technol-
ogy boom.

“The biggest private-equity
funds will get bigger while the
smallest will continue to special-
ize,” he said. Medium-size firms
will have more trouble carving out
a niche, particularly if they were
burned by investments made in re-
cent years.

In terms of structuring, Axa is
increasingly looking at so-called
soft restructuring, in which inves-
tors offer capital support without
demanding a say in management
affairs, Mr. Illenberger said. While
transactions were few, those that
took place were very large, he
said.

While Mr. Illenberger manages
and spoke primarily for the fund’s
German operations, he said the
fund’s regional focus was mainly
on France, followed by Germany, It-
aly and then Eastern Europe.

While a full-blown rebound for
the sector remains far off, Mr. Illen-
berger said he saw signs of recov-
ery on the horizon. “People are get-
ting the feeling the crisis isn’t
over, but it is reaching the bottom.
So things are getting plannable
and visible.”

By Jason Corcoran

MOSCOW—Barclays PLC is plan-
ning to launch an asset-manage-
ment business in Russia, building on
its retail and investment-banking ac-
tivities in the country.

The bank will launch an asset-
management group focused on
wealthy onshore clients and, poten-
tially, the pension and corporate
sectors. Bob Foresman, who last
week joined Barclays Capital as lo-
cal chief executive and country
head from Renaissance Capital, will
lead the venture.

Mr. Foresman emerged from a
short list. One headhunter familiar
with the situation estimated that
Mr. Foresman could command an an-
nual salary between $2 million and
$3 million.

Mr. Foresman joined Renais-
sance in September 2006 from
Dresdner Kleinwort Wasserstein,
where he was chairman of the man-
agement committee for Russia and
the Commonwealth of Indepen-
dent States.

 —For more, visit
efinancialnews.com

By Dan Fitzpatrick

Bank of America Corp. directors
are expected to add DuPont Co.
Chairman Charles Holliday to the
bank’s board at a Monday meeting
at which they also will be briefed on
options should Chief Executive Ken-
neth Lewis be charged with civil
fraud, according to a person famil-
iar with the situation.

Directors of the Charlotte, N.C.,
bank remain behind Mr. Lewis and
haven’t been surprised by any of the
allegations made by New York Attor-
ney General Andrew Cuomo’s office,
this person said. The board, as part
of a broader review, recently con-
firmed a new succession plan in case
it needs to quickly make a change at
the top of the bank.

Mr. Cuomo’s office is weighing
possible civil charges against the
62-year-old Mr. Lewis and Bank of
America Chief Financial Officer Jo-
seph Price, after citing four alleged
“failures” to tell shareholders mate-
rial information related to the bank’s
takeover of Merrill Lynch & Co.

Last week, Mr. Cuomo issued sub-
poenas to five directors who were on
the audit committee at the time of
the deal, including Walter Massey,
who took over as chairman from Mr.
Lewis in April. A bank spokesman de-
clined to comment on Mr. Holliday’s
expected appointment or any board
deliberations, but said “we continue
to believe there is no basis for
charges against the company or
members of its management team.”

Mr. Holliday’s expected ap-
pointment is part of a leadership
shake-up at the largest U.S. bank
by assets as it wrestles with the
economic downturn and scrutiny
of the Merrill purchase, which was
announced last September and
completed in January.

A total of 10 directors have
stepped down from Bank of Ameri-
ca’s board this year as regulators
have demanded changes to gover-
nance, liquidity and risk manage-
ment. Mr. Holliday would be the
sixth new director at Bank of Amer-
ica since June.

Mr. Holliday, who declined to
comment through a DuPont spokes-
man, retired Jan. 1 as CEO of the
chemical company, based in Wilm-
ington, Del. After taking over in
1998, Mr. Holliday worked to reposi-
tion DuPont more broadly in agricul-
ture, biotechnology and other sci-
ence-heavy pursuits.

Yet Mr. Holliday became the tar-
get of shareholders unhappy with
DuPont’s stock price. In his last
month as CEO, Mr. Holliday an-
nounced 2,500 job cuts, triggered
by lower demand in construction
and automotive markets.

Mr. Lewis remains determined
to stay at least until Bank of Amer-
ica has repaid its government aid
and worked through the worst of
the turmoil, said a person familiar
with the situation.

The board’s succession options
include choosing from among sev-
eral internal candidates, such as
Brian Moynihan, president of con-
sumer and small-business banking,
essentially the core of Bank of
America’s operations. Directors
also haven’t ruled out bringing in
an outsider who would be desig-
nated as the clear No. 2 to Mr.
Lewis or hiring someone who could
step in as CEO immediately, accord-
ing to people familiar with the
board’s deliberations.

By Chad Bray

NEW YORK—A federal judge dis-
missed lawsuits Friday against
Bank of America Corp. and auditing
firm Grant Thornton International
over the collapse into bankruptcy-
court of dairy company Parmalat Fi-
nanziaria SpA in 2003.

U.S. District Judge Lewis A. Kap-
lan in Manhattan dismissed a law-
suit by Enrico Bondi, chief executive
of the reorganized Parmalat,
against Grant Thornton Interna-
tional and its U.S. business, Grant
Thornton LLP. Judge Lewis also dis-
missed separate lawsuits by Parma-
lat subsidiary Parmalat Capital Fi-
nance Ltd. against Bank of America
and Grant Thornton.

Parmalat Finanziaria SpA col-
lapsed in 2003 under billions of dol-
lars in debt following an accounting
scandal.

A statement from Parmalat
called the decision “erroneous”
and said the company intends to
appeal. Parmalat had alleged that
the bank and the accounting firm
assisted insiders in stealing from
the company.

Judge dismisses
suits involving
Parmalat case
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a Barclays unit
targeting Russia

Mr. Holliday became
the target of DuPont
shareholders over
the stock price.
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Chrysler deputy CEO feels debt squeeze
Jim Press owes
nearly $1 million
in taxes, faces liens

Casino weighs bid for Dutch asset

By Kate Linebaugh

DETROIT—Chrysler Group LLC
Deputy Chief Executive Jim Press
appears to have fallen victim to the
same financial crisis that pushed
the auto maker into bankruptcy-
court protection earlier this year,
according to documents filed in a
Michigan county court.

Mr. Press, who was kept on in se-
nior management after Fiat SpA
took control of Chrysler in June,
owes $947,410 in back taxes to the
U.S. government and has defaulted
on $609,286 he owes Western Fed-
eral Credit Union, according to the
documents filed in Oakland County.

In a letter last November to the
credit union based in Manhattan
Beach, Calif., Mr. Press said he was
unable to make two $203,000 pay-
ments he owed at the time because
Chrysler had suspended bonuses
and he had been planning to use the
bonus money for the payments.

“You don’t have to worry about
my ability to pay, it’s just a cash
flow issue at this time,” Mr. Press
wrote in the Nov. 11, 2008, letter
filed with the court. “My employ-
ment is not in jeopardy, and I still
have monthly income to service
the note.”

The letter was sent two weeks
before the chief executives of the
three major U.S. car makers flew to
Washington to ask for emergency
funds from Congress. At that time,

Chrysler said it needed $7 billion.
On April 30, the company filed for
bankruptcy protection and went
through a federally orchestrated
bailout, emerging 42 days later un-
der the control of Fiat Chief Execu-
tive Sergio Marchionne.

Chrysler spokeswoman Shawn
Morgan declined to comment, say-
ing the issue is “personal.” Tele-
phone calls to Mr. Press seeking

comment weren’t returned. His at-
torney, Walter Handler, declined to
comment. Neil Jansen, a lawyer for
Western Federal Credit Union, also
declined to comment.

Details of Mr. Press’s financial
difficulties were first reported by
the Detroit Free Press and the De-
troit News.

Mr. Press is the only one of
Chrysler’s top executives who was

retained after the bailout. The
62-year-old former star at Toyota
Motor Corp. is expected to leave
the auto maker before the end of
the year, according to people in-
formed of the plan.

The U.S. Internal Revenue Ser-
vice filed liens against Mr. Press
and his wife, Suwichada, earlier
this month for failing to pay 2007
income taxes, according to Oakland

County Register of Deeds records
and New York City’s City Register.

One was filed against a property
in Birmingham, Mich., on which
Mr. Press took out a $2.2 million
mortgage in May 2008, according
to the records. Another was placed
on a town house in Manhattan’s ex-
clusive Lenox Hill neighborhood.
The Presses got a $12.96 million
mortgage for that property from
Cerberus Capital Management LP
in December 2007.

The three-floor property in Man-
hattan had been on the market for
$15.7 million until five weeks ago
when the family decided it wasn’t
ready to sell, according to Chris Hal-
stead, the listing agent. A tenant oc-
cupies the premises, Mr. Halstead
said. According to Streeteasy.com,
the property was rented for
$35,000. Mr. Halstead declined to
comment on the rent.

Mr. Press is also the owner of a
1,212-square-foot second-floor
apartment in New Orleans, accord-
ing to public records. It was pur-
chased in 2005.

The Chrysler executive’s per-
sonal financial jam follows a rocky
two-year stint at Chrysler. Hired by
the car maker’s former owner, Cer-
berus Capital Management LP, in
September 2007, Mr. Press arrived
at Chrysler with great fanfare. But
the car market tanked six months
later, leaving him little time to have
an impact.

Mr. Press’s leadership also was
criticized after Chrysler dropped
789 dealers and he became the pub-
lic face of the decision, testifying
before the U.S. Congress about the
rationale.

Eni rejects making bid
for Britain’s Tullow Oil

CORPORATE NEWS

By Mimosa Spencer

PARIS—French supermarket op-
erator Casino Guichard Perrachon
& Cie. moved a step closer to its goal
of shedding Œ1 billion ($1.5 billion)
in assets by the end of next year
when a potential buyer emerged for
Super de Boer, the Dutch retailer in
which Casino holds a 57% stake.

Super de Boer said Friday that it
received a takeover offer from
closely held Dutch peer Jumbo
Groep Holding BV that values it at
about Œ480 million.

The offer is “good news for Ca-
sino, which would be getting rid of
an asset whose profitability is lower
than the group average and would
thus be improving its financial pro-
file,” said Nicolas Champ, an analyst
with Oddo Securities.

Jumbo said it needs approval
from only a majority of Super de

Boer’s shareholders for the deal to
go through as it has made a bid on
the company’s assets and liabilities,
not its shares.

If Friday’s offer succeeds, Casino
would book a small capital gain on
the sale, a spokeswoman for the
French retailer said. Casino said it
will support the offer if Super de
Boer’s management and supervi-
sory board approve it.

The disposal would help with Ca-
sino’s goal of reducing its ratio of net
debt to annual earnings before inter-
est tax depreciation and amortiza-
tion to 2.2 by the end of next year,
from 3.1 as of the end of June.

A conclusion of the sale would
also help Casino further focus its ef-
forts abroad on faster-growing
emerging markets in Asia and Latin
America. The company generates
over a third of its annual revenue out-

side of France, with international
growth led by businesses in Brazil,
Thailand, Vietnam and Colombia,
where it controls the country’s larg-
est retailer, Almacenes Exito SA.

The company has steadily in-
creased the proportion of sales from
emerging markets to almost 30% in
the first half from 12% in 2004.

Foreign markets remain a corner-
stone for Casino and its much larger
rival Carrefour SA. Casino is consid-
ered the nimbler of the two French
retailers, having recognized
changes in French shopping habits
earlier than Carrefour.

However, both companies are
dogged by the issue of how to re-
store the popularity of their large,
out-of-town hypermarket models,
which sell everything from food to
clothes and have come under pres-
sure from specialty stores.

Real estate in Thailand, Colom-
bia and Vietnam was singled out by
Casino Chief Executive Jean Charles
Naouri in August as ripe for sale.

Analysts also point to the group’s
business in Argentina as a likely can-
didate for disposal, citing the busi-
ness’ small market share in the coun-
try and lower operating profit than
the company’s average in Latin
America. Casino declined to com-
ment on future asset sales.

Dutch supermarkets are fighting
a price war to lure customers who
are cutting their budgets in the wake
of the recession.

—Maarten van Tartwijk
and Anna Marij van der Meulen

in Amsterdam
contributed to this article.

In a letter last November to a credit union, Chrysler executive Press said he was unable to make two $203,000 payments
because the auto maker had suspended bonuses that he had been planning to use for the payments.

By Liam Moloney

And Benoît Faucon

ROME—Italian oil-and-gas com-
pany Eni SpA has decided it would
be too costly to try to take over
Tullow Oil PLC after studying the
U.K. oil company and its African
oil-development prospects, a per-
son familiar with the matter said
Friday.

The person and another said
Eni recently studied Tullow and
other potential acquisition tar-
gets but had reservations about
Tullow because of its potential
price tag.

Eni remains interested in a part-
nership with Tullow, the people
said, perhaps by purchasing a
stake in Tullow’s African assets.

Eni declined to comment, and
Tullow said the company isn’t for
sale.

The news that Eni considered
and then rejected a takeover bid for
Tullow followed market speculation
about whether Eni was planning
such a move. Last month, Eni Chief
Executive Paolo Scaroni visited
Ghana and Uganda, where strategic
Tullow assets are located, prompt-
ing speculation by analysts about
his reasons for the trip.

Tullow’s market valuation
jumped more than $1.5 billion last
week after it announced two large
discoveries in its fast-growing Af-
rican portfolio.

In Uganda, Eni is looking at possi-

ble partnerships with Tullow on a
string of projects that include oil
blocks, people familiar with the mat-
ter have said in the past. Eni is inter-
ested in buying stakes in Tullow’s oil
blocks and teaming up to build a pro-
posed $3 billion pipeline and a refin-
ery, the people have said.

Any attempt by Eni to take over
Tullow outright would have faced
big obstacles.

One of the people familiar with
the matter said Tullow would “put
up a huge fight” against any take-
over, arguing that its stock has un-
realized potential. Any prospec-

tive buyer would probably have to
pay at least a 50% premium for
Tullow, based on Addax Petroleum
Corp.’s recent acquisition by
China Petrochemical Corp., the
person said.

Tullow’s hydrocarbon-re-
serves update, due later this year,
is expected to reclassify a signifi-
cant part of its unproven re-
sources into proven reserves and
unlock more of its market poten-
tial.

Looking further afield
Casino aims to shed noncore 
assets and focus on emerging 
markets in Asia and Latin 
America. Annual sales:
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The Italian firm may
consider purchasing
a stake in Tullow’s
African assets.
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Am Blend Portfolio A US EQ LUX 09/17 USD 10.03 22.2 –6.1 –16.7

Am Blend Portfolio I US EQ LUX 09/17 USD 11.79 22.8 –5.3 –16.0
Am Growth A US EQ LUX 09/17 USD 29.12 27.2 6.1 –6.9
Am Growth B US EQ LUX 09/17 USD 24.55 26.2 5.0 –7.8
Am Growth I US EQ LUX 09/17 USD 32.20 27.9 7.0 –6.1
Am Income A US BD LUX 09/17 USD 8.34 21.3 11.4 5.0
Am Income A2 US BD LUX 09/17 USD 18.52 21.7 11.4 5.1
Am Income B US BD LUX 09/17 USD 8.34 20.6 10.5 4.2
Am Income B2 US BD LUX 09/17 USD 16.00 21.1 10.7 4.3
Am Income I US BD LUX 09/17 USD 8.34 21.8 12.1 5.7
Am Value A US EQ LUX 09/17 USD 8.16 13.2 –3.4 –16.8
Am Value B US EQ LUX 09/17 USD 7.53 12.2 –4.4 –17.7
Am Value I US EQ LUX 09/17 USD 8.76 13.8 –2.8 –16.2
Asian Technology A OT EQ LUX 09/17 USD 14.46 65.3 26.6 –6.6
Asian Technology B OT EQ LUX 09/17 USD 12.69 64.2 25.4 –7.5
Asian Technology I OT EQ LUX 09/17 USD 16.09 66.2 27.6 –5.9
Emg Mkts Debt A GL BD LUX 09/17 USD 15.43 39.9 20.7 8.1
Emg Mkts Debt A2 GL BD LUX 09/17 USD 19.56 40.5 20.8 8.1
Emg Mkts Debt B GL BD LUX 09/17 USD 15.43 39.1 19.6 7.0
Emg Mkts Debt B2 GL BD LUX 09/17 USD 18.90 39.6 19.7 7.1
Emg Mkts Debt I GL BD LUX 09/17 USD 15.43 40.4 21.4 8.7
Emg Mkts Growth A GL EQ LUX 09/17 USD 31.33 56.3 11.1 –12.6
Emg Mkts Growth B GL EQ LUX 09/17 USD 26.63 55.3 10.0 –13.5

Emg Mkts Growth I GL EQ LUX 09/17 USD 34.65 57.2 12.0 –11.9
Eur Growth A EU EQ LUX 09/17 EUR 6.90 23.9 –3.5 –17.5
Eur Growth B EU EQ LUX 09/17 EUR 6.23 23.1 –4.3 –18.2
Eur Growth I EU EQ LUX 09/17 EUR 7.51 24.5 –2.7 –16.8
Eur Income A EU BD LUX 09/17 EUR 6.50 34.6 11.0 1.9
Eur Income A2 EU BD LUX 09/17 EUR 12.43 35.0 11.0 1.8
Eur Income B EU BD LUX 09/17 EUR 6.50 34.0 10.2 1.1
Eur Income B2 EU BD LUX 09/17 EUR 11.59 34.3 10.3 1.1
Eur Income I EU BD LUX 09/17 EUR 6.50 35.0 11.6 2.4
Eur Strat Value A EU EQ LUX 09/17 EUR 8.42 21.0 –8.1 –24.2
Eur Strat Value I EU EQ LUX 09/17 EUR 8.60 21.6 –7.3 –23.5
Eur Value A EU EQ LUX 09/17 EUR 9.01 23.8 –2.6 –20.8
Eur Value B EU EQ LUX 09/17 EUR 8.31 22.7 –3.6 –21.6
Eur Value I EU EQ LUX 09/17 EUR 10.38 24.3 –1.9 –20.2
Gl Balanced (Euro) A EU BA LUX 09/17 USD 16.35 17.0 –3.2 –12.6
Gl Balanced (Euro) B EU BA LUX 09/17 USD 15.97 16.1 –4.2 –13.5
Gl Balanced (Euro) C EU BA LUX 09/17 USD 16.23 16.8 –3.5 –12.9
Gl Balanced (Euro) I EU BA LUX 09/17 USD 16.62 NS NS NS
Gl Balanced A US BA LUX 09/17 USD 16.09 21.1 0.8 –10.9
Gl Balanced B US BA LUX 09/17 USD 15.34 20.2 –0.3 –11.8
Gl Balanced I US BA LUX 09/17 USD 16.65 21.6 1.5 –10.2
Gl Bond A US BD LUX 09/17 USD 9.19 10.5 9.3 4.4

Gl Bond A2 US BD LUX 09/17 USD 15.73 10.7 9.1 4.3
Gl Bond B US BD LUX 09/17 USD 9.19 9.8 8.2 3.3
Gl Bond B2 US BD LUX 09/17 USD 13.82 9.9 8.1 3.3
Gl Bond I US BD LUX 09/17 USD 9.19 10.9 9.9 5.0
Gl Conservative A US BA LUX 09/17 USD 14.68 13.9 3.7 –4.2
Gl Conservative A2 US BA LUX 09/17 USD 16.61 13.9 3.7 –4.2
Gl Conservative B US BA LUX 09/17 USD 14.68 13.2 2.7 –5.1
Gl Conservative B2 US BA LUX 09/17 USD 15.83 13.2 2.7 –5.1
Gl Conservative I US BA LUX 09/17 USD 14.73 14.6 4.6 –3.4
Gl Eq Blend A GL EQ LUX 09/17 USD 11.34 26.8 –7.2 –21.3
Gl Eq Blend B GL EQ LUX 09/17 USD 10.67 26.0 –8.1 –22.1
Gl Eq Blend I GL EQ LUX 09/17 USD 11.93 27.6 –6.4 –20.7
Gl Growth A GL EQ LUX 09/17 USD 40.21 24.7 –10.0 –21.2
Gl Growth B GL EQ LUX 09/17 USD 33.67 23.8 –10.9 –22.0
Gl Growth I GL EQ LUX 09/17 USD 44.55 25.4 –9.3 –20.6
Gl High Yield A US BD LUX 09/17 USD 4.16 50.1 11.7 2.4
Gl High Yield A2 US BD LUX 09/17 USD 8.68 50.7 11.4 2.3
Gl High Yield B US BD LUX 09/17 USD 4.16 48.7 10.2 1.1
Gl High Yield B2 US BD LUX 09/17 USD 14.00 49.7 10.3 1.2
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Worries over Aiful, lenders
send Japan’s market lower

U.K. house prices pick up;
new listings remain scarce
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By Rosalind Mathieson

And V. Phani Kumar

Consumer-financing companies
dragged down Japan’s benchmark in-
dex after Aiful said it was preparing
to apply for debt-relief procedures.

The Nikkei Stock Average of 225
companies slipped 0.7% Friday to

10370.54, leaving it
down for two of the
past three weeks.
Trading volumes
were thin ahead of

an extended holiday for the market
from Monday through Wednesday.

Aiful’s shareswereuntraded onFri-
day, with the ask price putting them
down by their limit of 27%, wiping out
more than a quarter of the company’s
market value. Takefuji slumped 9.5%.

There also were concerns that
the new leadership may take steps
to support small businesses, hurt-
ing lenders in the process.

Among regional banks, Chiba
Bank ended down 1.1%, while Bank
of Yokohama declined 2.2%.

Chinese stocks tumbled after
hefty gains this month, also helping
to pull down Hong Kong shares from
their 13-month closing high in the
previous session.

The Shanghai Composite skid-
ded 3.2% to 2962.67 and Hong

Kong’s Hang Seng Index fell 0.7% to
21623.45. Ample liquidity and an im-
proved global economic outlook
moderated the Hang Seng’s decline.

For the week, the Shanghai index
slipped 0.9% and has finished lower
for five of the past seven. The Hang
Seng ended 2.2% higher for the week,
its third consecutive weekly advance.

InShanghai, shares of JiangxiCop-
per dropped 5.4% and Yunnan Chi-
hong Zinc & Germanium lost 4.8% as
base metals lost some momentum.

In Hong Kong, China Shenhua En-
ergy fell 1.8%, Aluminum Corp. of
China dropped 1.5% and Zhaojin
Mining declined 1.2%.

On the upside, property devel-
oper Poly (Hong Kong) Investments
surged nearly 16%, its highest level
since November 2007, on news the
company plans to sell a 2.3% stake to
China's sovereign-wealth fund and
also plans to sell shares to its parent
company in exchange for property
assets in various Chinese cities.

“Wall Street stopped reacting to
good news last night and there are a
few negatives, such as continuing
jobless claims, that were being ig-
nored on the way up,” said Pater-
sons senior private-client adviser
Chris Blair in Sydney. “I think people
are looking a bit deeper because the
market has been so strong.”

RBS may cut bailout aid
Bank asks investors
to consider buying
nonvoting shares
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A row of houses that were sold in Pershore, Worcestershire, earlier this month.
House prices rose in mid-September 0.6% from August.
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By Sara Schaefer Muñoz

LONDON—Royal Bank of Scot-
land Group PLC is weighing
whether to seek a modest reduction
in its use of a U.K. government pro-
gram to insure its bad assets, becom-
ing the latest bank considering ways
to scale back its dependence on gov-
ernment bailouts.

The Edinburgh-based bank, al-
ready state-controlled, is sounding
out investors on whether they would
be willing to purchase some shares
that are due to be transferred to the
government under a plan to insure

the bank’s toxic assets, according to
a person familiar with the matter.

RBS agreed to the plan in Febru-
ary, saying it would insure about
£300 billion ($487.17 billion) in bad
assets with the government; as part
of the agreement, RBS would issue
the government as much as £25.5 bil-
lion in special, non-voting “B”
shares. If the full amount of shares
were issued and converted to ordi-
nary shares, the government stake
in the bank would rise to about 85%,
from its current 70%.

RBS is seeking input from inves-
tors on whether any would be inter-
ested in purchasing about £3 bil-
lion-to-£4 billion in B shares, this
person said. The talks are driven by
the fact that markets have stabi-
lized and the bank’s share price has
risen since the original plan was
agreed to in February, this person

said. RBS closed down less than 1 %,
at 56.30 pence (91 cents), on the Lon-
don Stock Exchange Friday, nearly
triple its lows in February.

The bank, however, is still com-
mitted to the general terms of the
plan that it agreed to initially, the
person said.

RBS’s peer, Lloyds Banking Group
PLC, has been in talkswith the govern-
ment and financial regulators to fully
or partially exit from the asset-protec-
tion plan, hoping to both avoid the fee
and avoid an outcome in which the
government winds up with majority
control of the bank. At first-half re-
sults presentations last month, Lloyds
chief executive Eric Daniels said the
worst of the losses were behind
Lloyds. RBS Chief Executive Stephen
Hester struck a different tone, saying
his bank might not see a substantial
improvement in results until 2011.

By Ilona Billington

LONDON—U.K. house prices rose
in early September as sellers’ confi-
dence picked up at the onset of the tra-
ditional autumn moving season,
while the lowest level of stock in 18
months also contributed to the boost,
property Web site Rightmove said.

According to Rightmove’s latest
index, house prices in mid-Septem-
ber rose 0.6% on the month and
were just 1.5% lower on the year. The
annual decline was the smallest
since a 1% fall reported in Septem-
ber 2008. In August, Rightmove re-
ported a 2.2% monthly drop while
prices fell 3.1% in annual terms.

Rightmove said the steady in-

crease in mortgage finance had
drawn more home buyers to the mar-
ket while the amount of sellers re-
mained at low levels. For every 10
properties sold, just eight new prop-
erties are being listed for sale, ac-
cording to the survey.

The monthly increase in prop-
erty prices is in line with other re-
cent upbeat housing-market sur-
veys, with economists citing the
shortage of new property for sale as
a contributing factor. Some say that
once supply picks up, and the Bank
of England begins to raise interest
rates from the record low rate of
0.5%—likely some time early in
2010—the current run of price rises
could reverse.
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By Selina Williams

LONDON—The U.K. Atomic En-
ergy Authority said Friday it agreed
to sell its commercial arm, UKAEA
Ltd., to Babcock International Group
PLC for £50 million ($81.2 million).

The sale is part of a privatization
of government-held nuclear assets,
as the U.K. lays the groundwork for
private companies to build nuclear-
power plants. The U.K. is in the midst
of a push to renew its aging fleet of nu-
clear-power stations, most of which
are due to be retired over the next 15
years.

In 2006, the government sold
Westinghouse Electric U.K. Ltd. to
Toshiba Corp. for £5.4 billion. Earlier
this year, it sold its stake in U.K. nu-
clear-power generator British En-
ergy to Electricité de France SA. The
government also sold land held by
the Nuclear Decommissioning Au-
thority to utilities seeking to build
new nuclear-power plants.

UKAEA provides nuclear-decom-
missioning, waste-management and
environmental-remediation services
in the U.K. and overseas. It also offers
project-management and consul-
tancy services for the construction of
new nuclear plants.

The sale “generates good value
for the taxpayer,” U.K. Business Secre-
tary Peter Mandelson said in a pre-
pared statement.

Babcock is a supplier of nuclear-
engineering services in the U.K. The
company also has a range of defense-
industry contracts.

Babcock buys
nuclear assets
from the U.K.
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Intel makes
push beyond
PC processors

Korn/Ferry faces gay-discrimination suit

By Valerie Bauerlein

And Joann S. Lublin

Michael D. White, a veteran Pep-
siCo Inc. executive who led negotia-
tions for the company’s $7.8 billion
acquisition of its two biggest inde-
pendent bottlers, is retiring by the
end of this year.

Chairman and Chief Executive In-
dra Nooyi once described Mr. White,
the 57-year-old chief of PepsiCo’s in-
ternational businesses as well as a
vice chairman and board director, as
her “closest partner” in running the
snack and beverage giant. He has
played a major role alongside Ms.
Nooyi in key developments in recent
years, and is leaving just as the com-
pany is preparing to integrate its
two biggest independent bottlers.
PepsiCo agreed to acquire Pepsi Bot-
tling Group Inc. and PepsiAmericas
Inc. in August.

PepsiCo confirmed Mr. White’s
departure, reported by The Wall
Street Journal Saturday.

In an interview, Mr. White said he
will remain at PepsiCo until the end
of November or December, but that
PepsiCo “will be well prepared” to in-
tegrate the bottlers when the deal
closes,” probably early next
year.

He will also remain on
the board until he retires,
and will continue to over-
see corporate functions
such as procurement and in-
formation technology and
global concentrate opera-
tions.

Currently, 17 separate
task forces are working on
how best to fold the bot-
tlers into PepsiCo, he said.
He expects “design and architec-
ture” of the integration to be com-
plete by the end of October. “I cer-
tainly believe by the time I leave, it’s
more about execution,” he said.

Mr. White wouldn’t say who
might run the new bottling unit. He

said he has met for planning meet-
ings with both PepsiAmericas CEO
Robert Bob Pohlad and Pepsi Bot-
tling Group CEO Eric Foss, a former
PepsiCo executive.

Messrs. Foss and Pohlad as well
as Al Carey, who runs PepsiCo’s
Frito-Lay North America division,

are considered by company
insiders as possible candi-
dates to run the new unit.

At the moment, Mr. Foss
is the frontrunner followed
by Mr. Carey, according to
someone familiar with the
situation. This person
added, “There still is a lot
to be worked out” and so
PepsiCo may not announce
its pick during a meeting
with bottlers this week.

When she became chief
executive officer three years ago,
Ms. Nooyi, 53, said her first priority
was keeping Mr. White as a deputy.
Under SEC pay-disclosure rules, Pep-
siCo reported for Mr. White a 2008
total-pay figure of $10.1 million, far
more than any other company execu-

tive except for Ms. Nooyi, whose to-
tal pay was $13.4 million.

Mr. White said he first talked
with Ms. Nooyi in the summer of
2008 about wanting to move on to
“another chapter in my life” after
nearly 20 years with the company.
The two took the first step toward
making his retirement possible with
a restructuring of the international
business last fall under two execu-
tives who will now take it over from
Mr. White.

But Ms. Nooyi also tried to talk
Mr. White out of leaving, he said,
and gave him a big role starting last
December in planning for the acqui-
sition of the bottlers.

In a statement, Ms. Nooyi cred-
ited Mr. White with leading a “dra-
matic transformation” of the compa-
ny’s international business. Sales
outside North America have risen to
close to $20 billion, from less than
$8 billion in 2003, she said.

Oversight of international opera-
tions will be handed over to the two
executives elevated last fall. Zein Ab-

dalla will become chief executive of-
ficer of PepsiCo Europe and Saad Ab-
dul-Latif will become chief execu-
tive officer of PepsiCo Asia, Middle
East, and Africa, the company said.
Both will report to Ms. Nooyi.

Mr. White said he has been so
busy with his duties at PepsiCo that
he hasn’t planned his next chapter.
“I don’t have a plan other than that
I’m not looking to go play golf,” he
said. But he said, “I’m ready to do
something very different.” He said
he hopes to look at “some intriguing
opportunities” in private equity or a
leadership role at another company.

Mr. White’s retirement likely will
heighten speculation about internal
eventual successors for Ms. Nooyi,
with increased focus on John Comp-
ton, head of the foods division.

Mr. White, however, said Pep-
siCo has a deep bench. “There are a
number of folks who could lead a
large company like PepsiCo,” he
said.
 —Betsy McKay contributed

to this article

Right-hand man to leave Pepsi
Pair of successors
expected to step in
for Michael White

CORPORATE NEWS

By Don Clark

Intel Corp. will soon introduce
chips based on a new manufactur-
ing technology it hopes will help
the company attack potentially
tough new markets as well as
boost computer performance.

Intel has said the new produc-
tion process will make it the first
to offer chips with circuit dimen-
sions measured at 32 nanome-
ters—or billionths of a meter—
compared with a 45-nanometer
process it adopted two years ago.
The company said last week it has
begun manufacturing the new
chips, which will be sold to com-
puter makers in the fourth quarter.

Shrinking transistors and other
circuitry boost chips’ performance
and data-storage capacity while re-
ducing manufacturing costs. For
this reason, Intel and its rivals are
always racing to develop new pro-
duction processes.

This time Intel, which com-
mands four-fifths of the market
for the microprocessors that act as
calculating engines in computers,
plans to simultaneously introduce
two versions of its 32-nanometer
production process. One will make
chips for computers; the other will
be tailored for “systems on a chip,”
or SoCs, which are multi-function
chips used in consumer-electron-
ics devices such as cellphones,
cars and other applications out-
side the computer industry.

Intel Chief Executive Paul Otellini
has identified such markets as an es-
sential part of the company’s growth
strategy. But the company can’t just
rely on one of its biggest historical
advantages—the array of programs
that run on its chips—since many
SoCs use specialized software.

Instead,Intelplansto makeacase
thatits32-nanometertechnologyof-
fers big benefits over the production
processes historically used by com-
panies that serve the SoC market.
“They have not kept up,” said Sanjay
Natarajan, director of 32-nanometer
logic process development.

Among other things, Mr. Natara-
jan said, Intel can offer customers
a choice between extremely high
performance—including transis-
tors that are about 22% faster than
45-nanometer versions—or opt
for slower speeds but low power
consumption, a benefit in extend-
ing the battery life of cellphones
and other products.

The SoC market poses new chal-
lenges. Intel must offer a range of
components that it doesn’t typi-
cally include on its microproces-
sors and compete more directly
with manufacturing services
known as foundries that have long
served SoC makers.

“The design side of it is more
complex,” said Risto Puhakka, an
analyst at market researcher VLSI
Research. “It’s really venturing
outside the classic computer-in-
dustry model.”

Rivalsexpectto be close on Intel’s
heels. Gregg Bartlett, senior vice
president in charge of technology at
Globalfoundries—a manufacturing
spinoff of Advanced Micro Devices
Inc.—said it expects to be making
32-nanometer chips next year. His
company’s advantages, he said, in-
cludemembershipinatechnologyal-
liance that includes International
Business Machines Corp. and other
manufacturers.

PepsiCo CEO Indra Nooyi once called Michael D. White—who is retiring by the end of the year—her ‘closest partner.’ Mr. White
led negotiations for Pepsi’s acquisition of its two biggest independent bottlers. A Pepsi delivery truck shown in New York.

Indra Nooyi

By Sarah E. Needleman

A former senior client partner
for Korn/Ferry International Inc. is
suing the executive-search and con-
sulting firm for allegedly firing her
because she is gay.

The lawsuit, filed in March by
Marti Smye in Los Angeles County
Superior Court, claims that
Korn/Ferry breached her employ-
ment contract by dismissing her
last year and not paying her nearly
$4 million she earned in bonuses.
The case is set for trial on March 1.

Korn/Ferry’s “workplace was
permeated with antigay animus,”
the lawsuit says, describing alleged
antigay comments made by top
Korn/Ferry executives.

As part of the suit, Ms. Smye’s at-
torney filed a declaration by Donna
McNicol, senior vice president of hu-
man resources for Canadian tele-
communications company Telus
Corp., who says a Korn/Ferry re-
cruiter told her the search firm
could “screen out gay and lesbian
candidates” for its clients. Ms. McNi-
col didn’t return a call and a Telus

spokesman declined to comment.
A Korn/Ferry spokeswoman

said the charges are “baseless” and
are “being vigorously defended”
but declined to comment further. In
January, the firm sued Ms. Smye
and her partner, Denise Tobin-Mc-
Carthy, who also worked for
Korn/Ferry, for allegedly misappro-
priating confidential information,
including client names and contact
information. Korn/Ferry recently
dropped the suit, which had been
filed in Ontario, Canada.

Ms. Smye denies those allega-
tions. She says Korn/Ferry “was dis-
criminating against me and they
were also not paying me what I had
earned. I believe it was due to my
sexual orientation.”

Ms. Smye, 58 years old, joined
Korn/Ferry in July 2005, when the
company bought her four-year-old
executive-coaching business, KFY
Coach LLC in Naples, Fla. She was as-
signed to build and lead an execu-
tive-coaching and consulting prac-
tice within Korn/Ferry. The com-
pany terminated her employment
contract in December 2008.

In the lawsuit, Ms. Smye says se-
nior leaders at Korn/Ferry began
openly making antigay comments
around 2007. The complaint alleges
that Jeff Rosin, president of
Korn/Ferry Canada, cautioned em-
ployees against associating with
gay employees, including Ms. Smye.
It claims that Mr. Rosin fired Ms. To-
bin-McCarthy after learning that
she and Ms. Smye were dating. The
discovery came when Ms. Tobin-Mc-
Carthy dialed into a company meet-
ing from Ms. Smye’s home phone,
the lawsuit alleges.

Through the Korn/Ferry spokes-
woman, Mr. Rosin declined to com-
ment.

There is no federal law prohibit-
ing discrimination based on sexual
orientation in the workplace,
though 21 states and the District of
Columbia have such laws, including
California. Ms. Smye filed suit in Cal-
ifornia because Korn/Ferry is based
in Los Angeles.

Complaints of sexual-orienta-
tion discrimination are rising in Cali-
fornia, to 821 last year from 815 in
2007 and 722 in 2006, according to

the state’s Department of Fair Em-
ployment and Housing.

Most discrimination cases based
on sexual orientation are settled out
of court, said Brad Sears, executive
director of the Williams Institute, a
research center at UCLA School of
Law that specializes in the issue.

In 2004, Foot Locker Inc. settled
a suit by a gay former employee in
Columbia, S.C., who said he was hu-
miliated by supervisors and co-
workers, according to Lambda Le-
gal, a gay-rights group that repre-
sented the ex-employee. The ath-
letic footwear and apparel chain
didn’t admit wrongdoing but agreed
to change its policy governing work-
place harassment and pay a mone-
tary settlement, the advocacy group
said. Foot Locker didn’t return calls
seeking comment.

Proving discrimination in a sin-
gle case can be challenging because
plaintiffs must show that there
weren’t other reasons for the compa-
ny’s actions, said James Esseks, an
attorney for the American Civil Lib-
erties Union in New York who isn’t
involved in Ms. Smye’s case.
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UBS probed on disclosure
Swiss exchange looks
at possible breaches;
regulators get tough

In U.K., twin crisis results:
fall of pound, rise in savings

UBS is being probed for possible breaches of disclosure rules beginning in 2007,
when it started reporting large write-downs. Here, the bank’s Zurich headquarters.

Scotland, Wales study
mergers of pension funds

MONEY & INVESTING

By Katharina Bart

ZURICH—The Swiss stock ex-
change has opened an investigation
into UBS AG for possible breaches of
disclosure rules beginning in 2007,
when the bank started reporting
large write-downs.

The exchange said it also will ex-
amine the corporate-governance
portion of the bank’s 2008 annual re-
port. UBS declined to comment.

The investigation is an unusual
move on a Swiss corporation of
UBS’s size and has been taken as an
indication that Switzerland’s tradi-
tionally hands-off approach toward
its corporate stars is changing.

SIX Swiss Exchange Ltd. said it
will examine “possible breaches by
UBS AG of the provisions on the ad
hoc publicity in the period from
2007 to the end of 2008,” two years
in which the Zurich-based bank re-
leased a flurry of media and investor
notices as it began working through
what has since amounted to more
than $50 billion in write-downs on il-
liquid securities.

UBS ousted top executives dur-
ing the period, including Chief Ex-
ecutive Peter Wuffli in July 2007
and Chairman Marcel Ospel in
April 2008. Last October, it had to
seek help from the Swiss govern-

ment to shore up its balance sheet.
The stock exchange didn’t dis-

close the focus of the probe, and a
spokesman declined to say how it
was initiated.Earlier this past
week, Swiss President Hans-Rudolf
Merz told Swiss bankers that the
government was hammering out a
new strategy and rules to improve
the financial market’s efficiency
and transparency.

Many observers want big changes,
but some of them fear that the new
rules won’t bite and that regulators
might stick to their soft approach
even in the face of the current crisis.

“Regulators in Switzerland are
still comparatively tame,” said Rudolf

Strahm, a former Swiss parliamen-
tary member from the Social Demo-
crats, who was the country’s price reg-
ulator from 2004 to 2008. “This is
partly due to structural deficiencies,
as well as due to the closeness be-
tween players and regulators.”

Of the more than 200 investiga-
tions initiated by the Swiss bourse
against Swiss-listed companies,
only about 30 cases have been taken
up by the country’s Financial Mar-
ket Supervisory Authority, or
Finma, of which only one case led to
a pecuniary fine, Mr. Strahm noted.

“However, it seems that there is
now a political will to change
things,” Mr. Strahm said.

By Paul Hannon

LONDON—The sharp rise in the
U.K. government’s debt may have
contributed to sterling’s deprecia-
tion since the start of the financial
crisis and may also lead to an in-
crease in the savings rate, Bank of
England economists said Monday.

In its Quarterly Bulletin, the BOE
said sterling’s depreciation reflects
a perceived deterioration in the rela-
tive strength of the British economy
and a rise in the premium required
by investors to hold U.K. assets.

The central bank’s economists
said a combination of factors is
likely to lead U.K. citizens to save
more income, a development that is
“likely to have important conse-
quences for the economic outlook.”

Before the onset of the financial
crisis in the second half of 2007,
sterling had been one of the stron-
gest global currencies, remaining
above its levels of the mid-1990s
despite persistently large current-
account deficits. Since the start of
the crisis, however, the pound has
weakened against other major cur-
rencies, with particularly sharp
falls in the final months of 2008
and some rebound this year.

BOE economists said the depreci-
ation reflected a number of factors,
including the unwinding of carry
trades since the start of the crisis. In
a carry trade, an investor borrows in
a currency for which interest rates
are low and invests in a currency for
which they are high, pushing up the
relative value of the latter currency.

But other factors more specific
to the U.K. were more important,
the BOE said. “It seems that per-

ceived changes in the relative cycli-
cal prospects of the United King-
dom, the risk attached to holding
sterling assets and the apparent
need for the U.K. economy to rebal-
ance all played a role,” said Spencer
Dale, the BOE’s chief economist.

The BOE’s comments come as the
government and opposition parties
trade accusations over the role
spending cuts will play in efforts to
limit the rise in government debt. In
its April budget, the government
said debt will rise to 76.2% of GDP
for the fiscal year ending March
2014 from just 36.5% of GDP for the
fiscal year ended March 2008.

But the BOE said there may be
other reasons, including the rela-
tively large size of the financial sec-
tor in the U.K. economy, and the fact
there is a “maturity mismatch” be-
tween Britain’s overseas invest-
ments and the investments made by
foreign residents in the U.K.

Along with a weaker currency, an
increased savings rate appears
likely to have been a key conse-
quence of the crisis for the economy.
Prior to the crisis, the U.K.’s savings
rate fell to historically low levels.
But the BOE expects the savings rate
to rise as Britons seek to reduce high
levels of debt and put some money
aside to draw on should they lose
their jobs. With credit less readily
available, saving to purchase espe-
cially costly items such as automo-
biles and houses is also likely to rise.

The BOE said Britons may also in-
crease savings in anticipation of a
rise in tax rates as the government
struggles to reduce the large debts
it has accumulated to bail out banks
and support growth.

By Elizabeth Pfeuti

Government associations in Scot-
land and Wales have set up working
groups to consider consolidation of
their countries’ local authority pen-
sion funds, which would dramatically
change the U.K.’s pension landscape.

The moves, if approved, would
create two asset pools comparable
in size with the giant Swedish public-
sector AP funds and industrywide
pension funds in the Netherlands.

The need to cut costs is a signifi-
cant driver behind the interest in
consolidation. This summer, the
U.K.’s Local Government Pension
Scheme—which covers 99 English
local councils and had combined as-
sets of £142 billion ($231 billion) last
March, according to the most recent
data—was required to give views to
the central government on ways to
run the system more efficiently.

Consolidation has been sug-
gested in the U.K. several times over
the years, but without much suc-
cess. Most recently was in 2006,
when the government’s Audit Com-
mission looked at streamlining the
33 London funds. These are among
the smallest in the national system,
most having less than £1 billion un-
der management.

Several studies have shown big-
ger funds are able to achieve econo-
mies of scale in administration costs
and fees paid to asset managers. The
Local Government Pension
Scheme’s costs are comparatively

low overall, but costs range be-
tween 0.2% and 0.5% of assets
among the English and Welsh pen-
sion plans, with smaller ones incur-
ring proportionately higher costs.

The 11 Scottish local government
schemes have worked with the Im-
provement Service, set up to help im-
prove public services in Scotland,
on how unification could save
money on administration and invest-
ment costs. The project grew from
an initiative launched by the
Lothian pension fund, which al-
ready administers the assets of
three others.

In Wales, several of the eight lo-
cal government funds have signed
up to help the Society of Welsh Trea-
surers carry out a feasibility study of
a single fund in the country. Welsh
funds are covered by the Local Gov-
ernment Pension Scheme.

Mike Taylor, chief executive of
the London Pensions Fund Author-
ity, said he had discussed how to
make the Local Government Pension
Scheme a more sustainable system
with London’s mayor, Boris Johnson,
including pooling shared services.

Consolidation wouldn’t be uni-
versally welcomed. Richard Keery,
investment manager at the £8.7 bil-
lion Strathclyde Pension Fund in
Scotland, said some were concerned
about the concentration of risk, and
a single fund might not meet differ-
ent councils’ needs.

 —For more, visit
efinancialnews.com
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Russia began to signal a small
thaw in relations with the West on
Friday in the wake of the U.S. cancel-
lation of an antimissile defense sys-
tem in Eastern Europe, as NATO of-
fered a reset of its own thorny ties
with Moscow.

President Dmitry Medvedev said
Russia would be more attentive to
U.S. concerns, and Prime Minister
Vladimir Putin offered some rare
warm words for the U.S.—though
both continued to say not to expect
any direct concessions. “It’s not a
magic wand,” a senior Kremlin official
said of the U.S. missile-defense move.

In another development that ap-
peared related to the U.S. shift to a
more-conventional style of missile
defense Thursday, North Atlantic
Treaty Organization ally Turkey an-
nounced Friday that it would buy $1
billion of interceptors in the style of
the U.S. Patriot system that can
shoot down medium-range rockets
and aircraft. Turkey borders Iran,
Iraq and Syria.

The new secretary-general of
NATO offered Russia his own olive
branch, suggesting Moscow and the
West should work to link their mis-
sile-defense systems and conduct a
joint NATO-Russia review of secu-
rity threats.

In his first major speech Friday,
NATO Secretary-General Anders
Fogh Rasmussen said Russia should
“make its voice heard” in develop-
ment of the Western alliance’s new
security strategy. He said he wanted
to see a fresh start in relations,
strained in the aftermath of Russia’s
war with NATO aspirant Georgia in
August 2008.

“It’s good news for us,” Russia’s
ambassador to NATO, Dmitry
Rogozin, said after listening to the
proposals from Mr. Fogh Rasmus-
sen, former Denmark prime minis-

ter. “Military experts think that it’s
possible,” he said of a joint missile
system. “But we have to understand
much more profoundly this pro-
posal.” Russia and NATO have so far
conducted joint computer-based
missile-defense exercises.

U.S. President Barack Obama
said Thursday the U.S. would sus-
pend plans to install an antiballistic
missile system in Poland and the
Czech Republic. The Kremlin had
fiercely opposed the system, dis-
missing U.S. arguments that it
wasn’t a threat to Moscow’s secu-
rity. After a cool response Thursday,
Russian officials warmed up their
words on Friday.

Mr. Putin, long a critic of the mis-
sile-defense plans, called Mr. Obama’s
decision to shelve them “right and
brave.” But he also called on Washing-
ton to make more concessions.

Officials said any softening in Rus-
sia’s positions is likely to come in ar-
eas like security cooperation in Eu-

rope and nuclear-arms-reduction
talks with the U.S. On Iran, a U.S. pri-
ority, Moscow’s opposition to tighter

sanctions as a way to force Tehran to
abandon its nuclear ambitions is un-
changed, the Kremlin official said.

So far, Russia’s only concrete re-
sponse has been to say it won’t fol-
lowthrough with last year’s threats
to deploy missiles and bombers
near Poland in the event the antimis-
sile system was installed. A clearer
test will come this week, when Presi-
dent Obama meets Mr. Medvedev in
New York.

Russia and the U.S. agreed in a
joint declaration in 2002 to cooper-
ate on missile defense, but a chilled
political atmosphere surrounding
the 2003 U.S.-led invasion of Iraq
quickly killed those proposals. The
administration of former U.S. Presi-
dent George W. Bush began talks
with Poland and the Czech Republic
on its own.

“Both sides are being very coy.
They say they are open to coopera-
tion but only in the most general
terms,” said Philip Coyle, a former
assistant secretary of defense and
now senior adviser to the Center for
Defense Information, a Washington
think tank.

Mr. Coyle said Russia previously
offered the U.S. to share good sites
for radar coverage of Iran in the Cau-
casus and Southern Russia. But the
missile-defense systems them-
selves are still in development and
doubts remain over how dual con-
trol of the missiles could work; dis-
cussions haven’t advanced.

Russia opposes further expan-
sion of NATO to include its former
Soviet neighbors, such as Ukraine
and Georgia. For a real improve-
ment in relations, Russia would
need to acknowledge that NATO will
continue to exist and will keep its
doors open for new members, Mr.
Fogh Rasmussen said in his speech.
In return, NATO would need to ac-
knowledge that Russia has interests
it needs to take account of.

Comparing Russia to the dwarf
planet Pluto—on the far fringes of
NATO solar system—Mr. Fogh Ras-
mussen described it as “lonely, cold
and frustrated.”

Russia responds to Obama’s U-turn
Medvedev and Putin signal small thaw in relations, but both continue to say not to expect any direct concessions

Cost concerns propelled U.S. pivot over missiles in Europe

ECONOMY & POLITICS

Source: Defense Department

Missile vs. missile | Two ways to knock out a weapon

Medium-range system
Radar on Aegis ships positioned near 
a hostile territory would detect and 
follow an enemy missile after launch. 
The ship would then launch SM-3 
missiles to knock out the enemy 
missile before its descent. 

Long-range system
A long-range X-band radar would 
detect enemy missiles. Land-based 
missiles would launch from silos and 
attempt to knock out the enemy 
missiles midway through their flight.
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Proposed interceptor missile launch site
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Moving pieces
The U.S. says it will shelve a long-range missile-defense system based in 
the Czech Republic and Poland in favor of a short- and medium-range 
system that initially will be based on ships. 

By Gregory L. White in Moscow
and Marc Champion in Brussels

By Jonathan Weisman

And Peter Spiegel

WASHINGTON—The Obama ad-
ministration’s scrapping of long-
range missile interceptors in Eu-
rope wasn’t just about security and
diplomacy, according to people
close to the process: It also came
down to money.

“A ground-based interceptor is
generally about a $70 million-per-
missile asset going after a $10-$15
million [Iranian] missile,” a senior ad-
ministration official told arms-con-
trol analysts Thursday at a briefing
explaining the rationale, according to
a recording heard by The Wall Street
Journal. “The trade is not a good one
economically. It’s not a good one
from a military strategy position.”

President Barack Obama’s deci-
sion to shelve his predecessor’s
plans for long-range missile inter-
ceptors in Poland and an antimissile
radar in the Czech Republic has di-
vided opinion in Europe and pro-
voked anger among U.S. conserva-
tives. Administration officials have
made the case that it will yield
broad dividends diplomatically.

On Sept. 10, senior administra-
tion officials presented the case for
substituting medium-range missile
interceptors at a cabinet meeting at
the White House. The presentation
was the culmination of studies
launched in 2006 by Defense Secre-
tary Robert Gates, then serving in
the same job in the Bush administra-
tion, to look at the efficacy of two
separate missile-defense tracks.
The “upper-tier” track included
powerful rockets in Alaska and Cali-
fornia as well as the small battery of
interceptors in Poland.

The “lower tier” included ship-
based Aegis missile defenses; the
Terminal High Altitude Air Defense
system, whose first operational de-
ployment in Israel is set for the com-
ing weeks; and more established Pa-
triot missiles.

At the same time, administration
officials said, intelligence showed
Iran was shifting from difficult-to-
build, expensive intercontinental
ballistic missiles to middle-range
missiles aimed at the Middle East
and Europe. Iran had “a construct in
their mind that they’re going to hold
their neighbors and eventually most

of Europe at risk,” one official said
at the arms-control briefing. The De-
fense Department began emphasiz-
ing its lower tier in response.

With the advent of the Obama ad-
ministration, former Rep. Ellen
Tauscher was appointed in March as
the top State Department hand over-
seeing nuclear nonproliferation—a
powerful position that during the
Bush administration was occupied
by Russia hawks like John Bolton.

As chairman of a key House sub-
committee, she had repeatedly
stripped funding for the Czech and
Polish sites, insisting the Pentagon
prove the system actually worked.

Other shifts were under way at
the Pentagon. Mr. Gates has said he
began to have a change of heart
about his embrace of the European
system as intelligence made it
clearer Iran was struggling with its
ICBM program. Tehran, however,
was becoming an innovator in short
and medium-range missile technolo-
gies, officials believed.

Pentagon officials said Marine
Gen. James Cartwright, vice chair-
man of the Joint Chiefs of Staff whose
previous job was heading the mili-

tary command responsible for mis-
sile and space weapons, became in-
creasingly influential in these de-
bates: He argued that focusing on Ira-
nian long-range missiles was leading
the Pentagon to build ever-more ex-
pensive defensive systems to counter
an increasingly elusive threat.

Meanwhile, the military’s most ar-
dent missile defense backer, Air Force
Lt. Gen. Trey Obering, retired; as long-
time head of the Missile Defense
Agency he had repeatedly advocated
for the Czech and Polish system.

For Mr. Obama, another consid-
eration was his personal push to-
ward arms control and nonprolifer-
ation, said Joseph Cirincione, presi-
dent of the Ploughshares Fund, an
arms-control group with close ties
to the administration.

In April, in a speech in Prague,
Mr. Obama pledged to work toward
a world without nuclear weapons. In
July, in Moscow, he and Russian
President Dmitry Medvedev com-
mitted to a binding treaty by Decem-
ber reducing the former Cold War
nuclear arsenals. This week, Mr.
Obama chairs a United Nations Secu-
rity Council summit on nonprolifera-
tion and disarmament.

In the spring, the White House
plans to press for ratification of the
Comprehensive Nuclear Test Ban
Treaty, ahead of a summer interna-
tional conference to review the nu-
clear Non-Proliferation Treaty.

All of those issues require Rus-
sian cooperation, and the Russians
made it clear they wanted the East-
ern European antimissile system
scrapped. “Anyone objectively as-
sessing this European site knew it
was a turkey. It was never going to
work,” Mr. Cirincione said. “But was
there politics involved? Yes.”

There was also money. The Pen-
tagon had to start drawing up a new
five-year defense plan, which lays
out its plans for long-term defense
spending. A decision had to be
made whether to stick with about
$5 billion in that new plan for the
old system, or to devote half that
amount to speed up deployment of
the new missiles. The Pentagon
chose the latter.

The presentation at the Sept. 10
cabinet meeting didn’t end with a
formal decision. That was made
Sept. 13, according to people famil-
iar with the timeline.
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European and U.S. accounting
bodies are looking at increasing
the use of fair-value accounting
for financial instruments. Among
the thorniest of issues is the possi-
bility of shifting from amortized
cost accounting to mark-to-mar-
ket for loans.

The U.S’s Financial Account-
ing Standards Board and the In-
ternational Accounting Stan-
dards Board are moving down di-
vergent paths.

The IASB's proposal would
place more financial instru-
ments, such as distressed debt
and certain lower-rated securi-
tized products, under fair value,
with its impact running through
the profit-and-loss statement.
Net income would thus be af-
fected. Regular loans would stay
at amortized cost.

FASB is proposing fair-value
application for loans along with
other financial instruments. Un-
der their scenario, changes in
value of loans would affect “other
comprehensive income” until
there is credit impairment, when
it will be recognized in net in-
come. There will be greater vola-
tility in shareholder equity but
less effect on net income.

Carole Berger, bank analyst at
Soleil Securities, is a strong oppo-
nent of mark to market for loans.
“It obfuscates cash flow,” Ms.
Berger said. Since many loans are il-

liquid, banks will be forced to mark
to model, making it difficult to com-
pare performance. Regulators,
however, can adjust to take a
longer-term view and set regula-
tory capital at a different level than
banks’ reported equity. Circum-
stances can change management in-
tentions: The more dire the busi-
ness situation, the more critical
fair-value information becomes.

Indeed, giving investors
greater insight into the market
value of a bank's assets and liabili-
ties would help instill confidence,
especially in times of trouble. The
opaqueness of bank financial state-
ments can feed investor fear.
 —Paul Sharma

What does BBVA
need capital for?

For a bank that recently said it
was satisfied with its ability to im-
prove its capital position, Banco
Bilbao Vizcaya Argentaria SA now
gives the impression that it can’t
get enough of the stuff.

Why? It is prudent to fluff up
the capital cushion given the
clouded economic outlook in Spain
and Mexico, from where more than
two-thirds of its profit is gener-
ated, and given the unknowns in fu-
ture regulation.

But the move to raise as much
as Œ3 billion ($4.4 billion) may well
be driven by an opportunistic eye
on acquisitions. What if deal-mak-
ing isn’t a leading factor in BBVA's
decision making? The most worry-
ing alternative explanation would
be a souring loans book.

In common with other Spanish
banks, BBVA has benefited from
the generic provisioning rules set
by the Bank of Spain, which left it
relatively well insulated against
Spain’s property-market crash and
recession.

BBVA has said the number of
nonperforming loans it is seeing
has begun to flatten, though they
continue to eat into its provi-
sions. In the second quarter, it
provisioned Œ1 billion, compared
with Œ2.1 billion of additions to
nonperforming loans. It could do
this because of the generic provi-
sions and its willingness to see its
coverage ratio drop to 68% at the
half-year, compared with 92% at
the end of last year and 167% a
year earlier.

Insiders insist that the cover-
age ratio doesn’t provide an accu-
rate snapshot because BBVA’s loan
book has much better collateral
than those of its rivals.

If capital requirements rise—
and they certainly aren’t heading
south anytime soon—it is right
that BBVA keep its powder dry
while it consolidates Guaranty and
watches how Spain and Mexico
make it through the economic
shakedown.
 —Joe Ortiz

A few ways to gauge
the cycles of M&A

Before declaring the return of
M&A, it's worth taking a step back
to look at the level of deal activity
since the early 1990s. Overall,
there have been two merger-and-
acquisition cycles, with each
peak-to-peak taking around eight
years.

The first peak was reached at
the beginning of 2000, when glo-
bal deal volumes stood at $3.3 tril-
lion for the year, according to Dea-
logic. That level was comfortably
beaten when the next cycle topped
out in 2007 and M&A deal volumes
jumped to $4.6 trillion.

The 2000 peak was followed by
declining M&A activity, which saw
only one instance of two consecu-
tive quarters of growth, in the sec-
ond half of 2002. Deal makers then
had to wait more than 12 months
before seeing a significant pickup
in activity, making for a slow de-
cline that lasted 14 quarters in to-
tal.

Since the 2007 peak, there have
been nine quarters without two
consecutive quarters of growth,
and if this cycle was to follow the
previous path, the M&A market
could take between one and two
years to bottom out.

As far as Kraft Foods Inc. and
Cadbury PLC are concerned, such a
tie-up shouldn’t in itself be seen as
a sign that global activity is back
on the agenda. In the last 16 years,
M&A deals in the food, beverage
and tobacco sectors have repre-
sented on average only 4.2% of the
deal total.

The 2007 M&A peak was sup-
ported by the financial and com-
modity sectors, and was the cul-
mination of a three-year period
characterized by easy access to
credit markets, aggressive bank-

lending policies and relatively
low inflation.

The Royal Bank of Scotland
Group PLC-led consortium buy of
ABN AMRO Holding N.V. and Rio
Tinto PLC’s acquisition of Alcan
were among the largest deals of
the period. By comparison, the pre-
vious peak saw activity led by tele-
coms, media and technology, with
Vodafone Group PLC/Mannes-
mann and AOL/Time Warner Inc.
perhaps being the poster children
for the era.

M&A activity tends to speed
up when valuations in a sector
reach historic highs, driven by a
combination of increasing earn-
ings and cyclical multiple expan-
sion. But for M&A to happen, the
syndicated loan market needs to
spring back into action. Again,
this peaked a couple of years ago.
Since then volumes have de-
clined, hitting a historical low in
the second quarter of this year, ac-
cording to Dealogic.

Which new sector will lead the
next M&A cycle is up for grabs at
the moment—it would have been a
brave call to suggest telcoms
would be the hot sector back in
1993.

But by the time the market iden-
tifies the new growth sector, we’ll
know M&A is back again for sure.
 —Alessando Pasetti

and Paul Sharma
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Blazing trail
on loan value
Accounting groups take
different paths on rules;
mark to market is crux

Banks vie for Italy’s tax-amnesty loot
clare the money but leave it
abroad. As a result, about 41% of
the money remained offshore.
This time, Italians with money
stashed in European Union coun-
tries can declare it and leave it
there. But those with money in
non-EU countries, such as Switzer-
land, must bring it back to Italy.

Germany, meanwhile, has a pro-
gram allowing taxpayers to disclose
previously undeclared income. The
taxpayer must repay any unde-
clared tax and interest but won’t be
subject to further penalties. The
U.K. is giving tax cheats six months
to come clean—at a cost of 10% of
their undisclosed money.

Swiss banks were the winners in
the previous Italian amnesties. Back
then, Credit Suisse managed to
keep 60% to 80% of the assets its Ital-
ian clients declared by moving a
large part of it to new branches in It-
aly. UBS kept about 50%, or more
than Œ6 billion, fueling a drive to be-
come the largest foreign private
bank in Italy.

But with Swiss banks on the de-
fensive because of the erosion of
bank secrecy, Italian banks want to
give the foreign banks a run for their
money. During the previous amnes-
ties, Italian banks’ private banking
services were paltry. They offered
few of the sophisticated invest-
ments products, such as hedge

funds, that investors could find in
Switzerland.

In the past few years, however,
Italian private banks have im-
proved the range of products they
offer. The number of family offices—
independent wealth-management
companies that manage the assets
of a single, wealthy family—in Italy
also has risen, to 86 last year from
13 in 2003.

Now, Italian banks are mobiliz-
ing, working closely with tax law-
yers, holding seminars for clients
and educating their bankers on the
intricacies of the amnesty law. They
are offering to lend investors the
amount they will pay for the penalty
and discounting their commissions.
One of Italy’s largest banks, Uni-
Credit SpA, which has a 25-person
task force working on the amnesty,
hopes to garner about 10% of the to-
tal scooped up in the amnesty.

The Italian banks are also high-
lighting the lofty fees Swiss banks
have often been able to charge on

hidden money. “When you have
money in a place where you can’t
talk about it, a lot of bad manage-
ment isn’t penalized,” said Franco
Aletti, the head of the trust com-
pany of Italian bank Banca Le-
onardo.

The Italian tax amnesty will accen-
tuate a bigger shift by the Swiss
banks away from managing offshore,
nontax-compliant money and toward
an onshore model, where banks man-
age a client’s assets in the investor’s
home country.

Swiss banks with large onshore
operations in Italy are moving ag-
gressively to encourage clients in-
terested in using the amnesty to
move money from Switzerland to
Italy. For instance, Credit Suisse,
which has five private-banking
branches in Italy, has a 50-person
task force including tax lawyers to
help train its staff to respond to cli-
ents’ questions about the amnesty.
Banks such as Julius Baer, Vonto-
bel Holding AG and Bank Sarasin &
Cie., that have expanded in recent
years in Germany and Italy, also
can hope to capture some of the re-
patriated money.

“The Italian banks have im-
proved over the last few years, but
they are still mainly commercial
banks,” Mr. Pictet said. “Italy is still
an interesting playing ground for
the traditional Swiss private banks.”

Continued from page 25
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Italians hide billions
of euros in overseas
tax havens, estimates
the Bank of Italy.
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