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The U.K.’s Peter Mandelson, a proponent of open markets, said Thursday that foreign takeovers could disadvantage British companies.
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Editorial&Opinion

U.K. reviews open markets
Mandelson sees possible disadvantage in foreign ownership of British firms
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Markets

By Alistair MacDonald

Lord Peter Mandelson, a se-
nior British minister who has
been a leading international
proponent of open markets,
said Thursday that foreign
ownership of some British
companies may in the long
term “disadvantage” a coun-
try that has for decades wel-
comed overseas takeovers.

Though far from setting
the U.K. on a protectionist
path, his comments—against
the backdrop of Kraft Foods
Inc.’s bid for British confec-
tioner Cadbury PLC—suggest
increasing scrutiny in the U.K.
of a decadeslong mantra that

foreign ownership is neutral
for domestic companies.

Lord Mandelson, who
heads the country’s Depart-
ment for Business, Innovation
and Skills and is one of Prime
Minister Gordon Brown’s top
officials, said the U.K. is com-
mitted to open markets for
trade and investment. But he
said the country needs to be
“mindful” of the long-term ef-
fects of foreign ownership.

“I am keeping a weather
eye on this area, because I
have started to become con-
cerned that over a lengthy pe-
riod of time, certainly not
overnight, U.K. manufactur-
ing could be a loser,” he said.

In particular, Lord Mandel-
son, who has already talked of
rebalancing the U.K. economy
to help the country’s manufac-
turing base, worries that over
a period of, for example, 20
years, foreign ownership
could “disadvantage” the loca-
tion of U.K. manufacturing
plants.

Lord Mandelson didn’t
cite specific examples. In re-
cent weeks, though, the U.K.
and Lord Mandelson have
asked the European Union sev-
eral times to scrutinize the
sale of General Motors Co.’s
European operations to a con-
sortium led by Canadian car-
parts maker Magna Interna-

tional Inc. Britain fears that
the Œ4.5 billion ($6.56 billion)
in loans and guarantees to Ma-
gna from the German state
will result in jobs being pro-
tected in Germany over the
U.K. plants of Vauxhall, a Brit-
ish brand GM bought in 1925.

Lord Mandelson said that
as a “general rule” markets
should remain open to foreign
takeovers and declined to say
what his government could do
to intervene.

“I am not going to make
government policy on the
hoof,” he said.

As it trails the opposition
Conservative Party in opinion

Please turn to page 27

By Marcus Walker

BERLIN—When German
voters go to the polls on Sun-
day, Angela Merkel is almost
assured re-election—not for
keeping the campaign prom-
ises she made four years ago,
but for breaking most of
them.

Ms. Merkel came to power
in 2005 on a platform of mod-
ernizing Europe’s biggest
economy by deregulating the
labor market, simplifying
taxes and granting more free-
dom to entrepreneurs.

However, her conservative
Christian Democratic Union
was forced into a “grand coali-
tion” with the left-leaning So-
cial Democrats, and she

quickly dropped those plans
in favor of higher social spend-
ing and rising state interven-
tion.

Ms. Merkel’s leftward shift
has been welcomed by most
Germans at a time of great eco-
nomic uncertainty. But skep-
tics in her own party and in
the business community warn
that Germany can’t put off
painful decisions about its
overburdened welfare state,
heavy taxes and strict labor
rules indefinitely.

“It’s not good that the gov-
erning parties have distanced
themselves from market-ori-
ented reforms,” says Jürgen
Grossmann, chief executive of
energy company RWE AG.
“It’s a very short-term popu-

lism. There’s very little cour-
age to do the unpopular.”

Of Ms. Merkel’s party, Mr.
Grossmann says: “It would be

nice if the CDU let us know
what role it thinks the state
should have after the finan-
cial crisis.”

Four years ago, Ms. Merkel’s
reform drive earned her com-
parisons with former U.K.
Prime Minister Margaret
Thatcher, who liberalized the
British economy. These days,
Ms. Merkel is most often com-
pared with Helmut Kohl, the
longtime German chancellor
who was famous for sitting out
problems while reassuring the
nation that all was well.

This evolution has been on
display on the campaign trail.
Ms. Merkel, a 55-year-old
former theoretical physicist
who lived in obscurity in East
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Leading the News: Experimental HIV vaccine in Thailand provides some protection
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By Cassell Bryan-Low

LONDON—Administrators
representing Lehman Broth-
ers Holdings Inc.’s main Euro-
pean unit have filed the first
of several claims they say
they plan to make against the
U.S. parent company that are
expected to total $150 billion.

The move is the latest de-
velopment in the interna-
tional battle by creditors to re-
coup billions of dollars in the
largest collapse in corporate
history. Others that recently
have filed large claims against
Lehman in U.S. bankruptcy
court include U.K.-based bank
Barclays PLC, sovereign-
wealth fund Abu Dhabi Invest-
ment Authority and London-
based hedge fund GLG Part-
ners LP.

Lehman Brothers said it
had debts of more than $613
billion and $639 billion in as-
sets when it collapsed.

Administrators for Leh-
man Brothers International
(Europe) at Pricewaterhouse-
Coopers LLP have in recent
days submitted a series of gen-
eral creditor claims to the U.S.
Bankruptcy Court for the
Southern District of New York
totaling about $50 billion, ac-
cording to a PwC spokes-
woman. The PwC administra-
tors said they also are prepar-
ing claims relating to guaran-
tees the former parent com-
pany issued to subsidiaries,
which they plan to file in the
coming weeks and expect to
total about $100 billion.

The claims are being made
on behalf of about 100 compa-
nies, including the roughly

Please turn to page 27

Merkel’s leftward shift positions her to win

Shrinking lead
Whom Germans would 
prefer as their chancellor 

Angela
Merkel

Neither Frank-Walter
Steinmeier

Note: 2,504 people surveyed from Sept. 15–21 
Source: Forsa
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Week earlierLatest

World leaders began to con-
verge on Pittsburgh for the
G-20 summit. Economic chal-
lenges top the agenda, with
leaders aiming to coordinate
rules of international fi-
nance, and not lose momen-
tum for regulatory overhaul
amid signals of a nascent
recovery. Pages 5, 14-15

n Shriti Vadera, one of
Brown’s closest advisers, will
step down as U.K. business
minister to take a position
as a G-20 liaison. Page 3

n The BOE stressed the
need for caution in interpret-
ing signs of improvement in
the British economy. Page 3

n Results from a German
business survey fell short of
expectations, as the ECB
warned against expecting a
brisk recovery. Page 2

n Stocks declined in the U.S.
and Europe as disappointing
U.S. housing data sent inves-
tors to the exits. Page 18

n Senior Afghan officials
stressed that an increased
U.S. military commitment is
needed to roll back an em-
boldened insurgency. Page 4

n A reassessment of U.S. strat-
egy in Afghanistan is height-
ening uncertainty over the
international military mission
among European allies. Page 4

n Russia said it would wel-
come foreign energy firms
combining with local compa-
nies to develop a giant Arc-
tic gas project. Page 17

n AvtoVAZ plans to slash
27,600 jobs as the Russian
automobile maker copes
with waning demand for its
Lada brand. Page 6

n Jaguar plans to close a
U.K. plant in the next five
years. The car maker also
warned that it will cut pay
for new hires 20%. Page 6

n H&M reported a 4.1% rise in
profit, and the Sweden-based
retailer expanded its goal for
opening stores. Page 7

n LSE will embark on a drive
to reclaim market share in its
core U.K. equities business,
including a push into post-
trade services. Page 19

n A man in England stum-
bled upon the largest Anglo-
Saxon treasure ever found, a
seventh-century hoard of
gold and silver items.

n Two armed robbers made
off with a $1.1 million paint-
ing by Belgian surrealist
Rene Magritte in a heist at a
small museum in Brussels.
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Google’s employees, it
seems, don’t just get a free
lunch. The Internet giant’s
questionable decision to re-
price employee stock options,
implemented three days be-
fore stocks hit their nadir in
March, has also proved a nice
perk for employees.

Google exchanged a total
of 7.6 million stock options
with an average exercise
price close to $522 for an
equivalent number exercis-
able at $308.57, Google’s
then-market price. In recent
days Google has traded
above $500, which means

each option now has built in
profits of nearly $200 an op-
tion—or $1.5 billion in total.

Of course, in January,
when Google decided on the
repricing, no one could fore-
see the extent of this year’s
rally. But the outcome under-
lines how misguided repricing
of options can be—favoring
employees over shareholders.

Google argued the repric-
ing was important for em-
ployee retention. But other
companies, faced with the
same dilemma, acted differ-
ently: Intel, for instance,
which estimated that on

Dec. 26 more than 99% of
its outstanding stock option
grants were underwater.

Intel first won share-
holder approval for its repric-
ing, to occur in coming
weeks. (Before Google went
public, its shareholders ap-
proved a stock plan that al-
lowed for repricing.) Unlike
Google, Intel’s options aren’t
being exchanged one-for-one.
Intel also limited eligibility
to options with strike prices
above the highest market
price in the preceding year.
In Google’s case, that would
have excluded options exer-

cisable below $594. Then
again, Google does aspire to
be a “different kind of com-
pany.” —Martin Peers

More at WSJ.com/Heard

Corporate bonds go long

Banking debate raises profile of Italy’s Draghi
Group to recommend
more bonus oversight,
use of ‘clawbacks’

With prices down, it’s a painful paradox for gas drillers

The search for yield is
pushing investors to tie
their money up for longer
and longer. Loose monetary
policy and a steep yield
curve have caused sales of
long-dated corporate bonds
to bloom as the European
market grows ever deeper.

In the past, continental
European companies turned
to dollar or sterling markets
for ready access to long-
dated funding. In 2007, there
were 180 dollar-denomi-
nated bond issues with matu-
rities of 11 years or more to-
taling $108 billion, versus 26
euro-denominated sales to-
taling $21 billion, according
to Dealogic.

But September has seen a
rash of 15-year euro-denomi-
nated bonds: Utility EDF is-
sued a Œ2.5 billion ($3.69 bil-
lion) bond that was the larg-
est ever issued in the cur-
rency with a maturity of
longer than 10 years. Nu-
clear power group Areva and
Dutch telecom company KPN
also have seen strong de-
mand for such issues. Bank-
ers and analysts expect more
to follow in their footsteps.

The move is being driven
by the confluence of tighten-
ing credit spreads and a gov-
ernment bond-yield curve
that is very steep but an-
chored by extremely low
short-term rates. This pre-
sents a window for issuers,
as overall yields are low by
historical standards. It also
sparks demand from inves-
tors keen to hit absolute re-
turn targets without buying
junk bonds. With five-year
Bunds yielding just 2.4% and
10-year yields at 3.3%, most
investment-grade issues are
now coming in with coupons
of less than 5%.

True, the continental Eu-
ropean market still doesn’t
have the depth of demand
for long-dated bonds that ex-
ists in the U.S. and U.K.
thanks to pension funds try-
ing to match their liabilities.
But Europe’s corporate-bond
market, already displacing
the traditional role of banks
in funding the continent’s
biggest companies at
shorter maturities, is taking
another step forward.
 —Richard Barley

By Alessandra Galloni

At the negotiating table in Pitts-
burgh, one man to watch is Mario
Draghi.

Italy’s central bank governor, a
basketball-loving former Goldman
Sachs managing director, heads a
global team of experts that on Fri-
day will present world leaders with
guidelines on how to head off the
next financial crisis. In particular,
Mr. Draghi’s Financial Stability
Board, or FSB, will offer recommen-
dations on the thorny issue of how
to limit bonuses as a way to get
banks to take less risk and have
healthier balance sheets.

The group will recommend that
banks make sure the amount of bo-
nuses they hand out doesn’t jeopar-
dize their ability to keep enough capi-
tal on hand for future losses, accord-
ing to people familiar with the mat-
ter. The group will also recommend
that if a bank doesn’t have a sound
capital foundation, regulators should
step in to limit the total amount of bo-
nuses it gives out, these people said.

Further, the FSB will recommend
that if a bank’s performance suffers,
compensation should be reduced,
these people said, including
through so-called clawbacks, claim-
ing back bonus money that has al-
ready been handed out. To encour-
age low-risk practices, banks’
higher-paid executives should have
a large portion of their variable pay
—even more than 60%—deferred
over a certain number of years.

It won’t be easy to make every-
one happy. European governments
want to come down hard on pay pack-
ages; the U.S. says the real way to
prevent another meltdown isn’t com-
pensation, but making sure banks
have enough capital. Regulators
have taken a greater role over the fi-
nancial sector since the start of the
crisis; banks say too much regula-
tion going forward could prompt an
exodus of talent from their sector.

Mr. Draghi has stepped into con-
troversy before. When he left Gold-
man to run the Bank of Italy in 2006,
the central bank was reeling from a
takeover scandal that had brought
down Mr. Draghi’s predecessor, An-
tonio Fazio. Europe’s banking sector
was consolidating, but the Bank of It-
aly had a reputation for blocking for-
eign takeovers of Italian banks.

Mr. Draghi moved quickly to do
away with his predecessor’s legacy.
He dropped a requirement that
forced financial-services companies
to inform the central bank of mergers
and acquisitions. Shortly after his ap-
pointment, France’s BNP Paribas
completed its takeover of Rome-
based Banca Nazionale del Lavoro.
There have since been a number of do-
mestic bank mergers in Italy as well.

Mr. Draghi also took actions to
avoid conflicts of interest related to
his previous position at Goldman.
Upon joining the central bank, he an-
nounced that he had sold all of his
shares and options in Goldman and
put all the proceeds into a blind
trust. The U.S. investment bank
hasn’t advised either of the two big
national banking mergers that have
occurred during Mr. Draghi’s ten-
ure, though two of the players had
used Goldman in the past.

The 62-year-old economics pro-
fessor has also tried to modernize

the image of Italy’s central bank; un-
like his predecessor, who employed
a personal briefcase-carrier, Mr.
Draghi carries his own bag.

“When Mario came to the BOI, he
brought a lot of credibility. He made
a big difference, very fast,” says
José Viñals, director of the Mone-
tary and Capital Markets Depart-
ment of the International Monetary
Fund.

Mr. Draghi’s stature in the finan-
cial world extends far beyond his
country’s borders, and many see
him as the likely successor to Euro-
pean Central Bank President Jean-
Claude Trichet, whose term ends in
2011. As a member of the ECB’s gov-
erning council, Mr. Draghi was in-
volved in key policy moves, such as
the ECB and Fed’s coordinated inter-

est-rate cut at the height of the finan-
cial crisis last October.

The ECB is governed by an execu-
tive board and by the central bank
governors of the countries that
share the euro currency. National
jockeying often determines who will
become the next chairman, though
many bankers and regulators in Eu-
rope say there would likely be large
consensus behind Mr. Draghi.

Educated at a prominent private
Jesuit school in Rome, Mr. Draghi
finished his university degree in eco-
nomics at the University of Rome be-
fore heading to the Massachusetts
Institute of Technology to study un-
der the late Nobel Prize-winning
economist Franco Modigliani. He
finished his doctorate at MIT in
1977, two years before Federal Re-

serve Chairman Ben Bernanke fin-
ished his doctorate there.

Mr. Draghi spent the next 10
years in academia, teaching econom-
ics at the Universities of Trento and
Florence, while serving as executive
director of the World Bank in the
mid-1980s. Mr. Draghi’s career as a
civil servant took off in 1991, when
he joined Italy’s Treasury as direc-
tor general. He oversaw several of
the country’s privatizations and
penned the so-called Draghi Law on
market regulation.

The married father of two was
named vice-chairman and manag-
ing director at Goldman Sachs in
London in 2002, and soon joined the
firm’s management committee
thanks to what a former colleague
calls “an incredible political nose.”

“Mario is a pragmatist, a man
who is steeped in common sense
and not ideological,” says another
former colleague of Mr. Draghi’s,
Gerald Corrigan, former president
of the Federal Reserve Bank of New
York who is now managing director
at Goldman Sachs. “He is sophisti-
cated in the art of getting things
done.”

In Italy, where the private life of
public figures is often on display,
Mr. Draghi keeps a low profile. Once
an avid basketball player, he now
plays golf in his spare time. His pub-
lic appearances are generally con-
fined to speeches about the econ-
omy.

The FSB was created at the last
Group of 20 meeting in April in Lon-
don to replace the so-called Finan-
cial Stability Forum. Given a deeper
mandate than its predecessor, the
FSB’s role is to identify risks to the
global financial system and draw up
recommendations for how to im-
prove and better supervise it.

Many see Mario Draghi as the likely successor to ECB President Jean-Claude Trichet.

Google’s employee love
Financial Analysis and Commentary

Growing, growing, gone?
America’s oil and gas explora-
tion-and-production indus-
try faces a shakeout.

The E&P sector is addicted
to high growth. That is expen-
sive: E&P capital expenditure
has outstripped cash flow
pretty consistently over the
past decade, estimates James

Murchie, founder of Energy
Income Partners LLC. In con-
trast, Exxon Mobil, consis-
tent winner in terms of return
on capital, has reinvested just
41% in that time.

In turn, E&P capex leaves
little for dividends and buy-
backs, meaning investors de-
mand more growth, meaning

… you get the idea. The model
works when commodity
prices are rising and capital is
plentiful. But the price of nat-
ural gas has slumped on over-
supply. That is what happens
when every company needs
superior growth rates.

A growing realization of
the challenge should curtail

access to capital. Consolida-
tion, resisted at the trough of
the market, also should pick
up. Larger, better-capitalized
companies would be better
placed to develop America’s
vast natural-gas reserves
without relying on an intrave-
nousdripofcapitalto fundit.
 —Liam Denning

Source: WSJ Market Data Group

Search surge
Google stock performance
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ECB warns recovery will be slow
German sentiment rises less than expected, a reminder improvement is likely to be uneven

By Emese Bartha

And Terence Roth

FRANKFURT—Another warn-
ing from the European Central
Bank against expecting a brisk re-
covery Thursday was backed up by
disappointing results from a
closely watched German business
survey.

The index of business senti-
ment from the Ifo economic re-
search institute rose for the sixth
straight month. But the move to
91.3 in September from 90.5 in Au-
gust undercut the consensus fore-
cast of a rise to 92.0.

German bonds moved higher as
investors sought some insurance
against what looks now set to be a
slow and bumpy recovery in Eu-
rope’s largest economy. Earlier
this week, the composite measure
of sentiment among purchasing
managers in Germany’s manufac-
turing and services industries also
came in lower than expected.

“This is a reminder not to get
too carried away about the
strength of the recovery,” said Jen-
nifer McKeown, an economist at
Capital Economics.

In its latest monthly economic
bulletin, the ECB said that some
business surveys support the view
that the economy of the euro zone
is stabilizing further in the cur-

rent quarter. The bank said the
euro zone should continue to bene-
fit from a recovery in exports and
the significant measures taken to
stimulate the economy and re-
store the functioning of the finan-
cial system.

“Uncertainty remains high and
the persistent volatility in incom-
ing data warrants a cautious inter-
pretation of available informa-
tion,” the central bank warned.
The ECB said it expects the euro-
zone’s economic recovery to be un-
even, “given the temporary nature
of some of the supporting factors
and the ongoing balance sheet cor-
rection in the financial and non-fi-
nancial sectors of the economy.”

The great majority of compa-
nies still assess the current busi-
ness situation as poor, the Ifo insti-
tute said its September sentiment
survey. The outlook for business
over the next six months, however,
is improving.

“There’s now nearly a balance
between pessimists and opti-
mists,” said Hans-Werner Sinn,
the institute’s president, referring
to the results on outlook.

Analyst caution that it is uncer-
tain whether the recovery will
have enough forward momentum
to keep going once governments
begin unwinding massive eco-
nomic-stimulus plans. Many gov-
ernments already are planning
“exit strategies” to begin repair-
ing deep budget deficits.

“Next year, when all exogenous
stimulus is gone, the economy
could easily be left with its export
sector as the sole growth driver,”
Carsten Brzeski, analyst at ING
Bank, said in a note.

A glimmer of good news for the
euro zone came from Ireland, one
of its hardest-hit economies over
the past year. Irish gross domestic
product ceased contracting on a
quarterly basis for the first time in

a year, the government statistics
office said.

Even though second-quarter
GDP was down 7.4% from a year ear-
lier, it was unchanged from the
first quarter and the annual con-
traction was less severe than the
8.5% drop the Irish economy expe-
rienced in the first quarter.

The ECB on Thursday released
the results of its latest money-mar-
kets survey, which quizzes a panel
of 105 banks on conditions in the
money markets that use the euro.
The results showed that total turn-
over in the euro-zone money mar-
ket fell for the second consecutive
year, by 5% on the year in the sec-
ond quarter.

The ECB said the results
showed that in most market seg-
ments the majority of respondents
reported some stabilization and
even some improvement in money-
market liquidity compared with a
year earlier. “However, a signifi-
cant number of respondents con-
tinued to report a further deterio-
ration,” it said.

INDEX TO PEOPLE

Note: seasonally adjusted data
Source: Ifo Business Survey

Mild gains
The Ifo business-climate index 
continued to improve in 
September,  but not as much 
as economists had hoped. 
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A metal worker in Rosenheim, Germany, this month

A glimmer of good
news for the euro
zone: Ireland’s GDP
ceased contracting
on a quarterly basis.
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By Cam Simpson

And Evan Perez

WASHINGTON—A grand jury in-
dicted a 24-year-old Afghan immi-
grant on a charge of conspiring to
carry out bombings in the U.S., alleg-
ing he and unnamed others planned
to make explosives from hair prod-
ucts and household cleaners.

Prosecutors unsealed a single-
count indictment Thursday charg-
ing that Najibullah Zazi, an airport-
shuttle driver from Aurora, Colo.,
was involved with others in a plot to
bomb “persons and property within
the United States.”

Lawyers for Mr. Zazi said in
court that they hadn’t received nor
reviewed the new charges and sup-
porting documentation, and had no
comment.

Prosecutors detailed alleged ac-
tions over more than a year, starting
with a trip to an al Qaeda training
camp in Pakistan, then accelerating
during the three months leading up
to Sept. 11, 2009, as Mr. Zazi and his
associates scoured beauty supply
shops and home improvement stores
to get the ingredients for explosives
similar to those used to bomb com-
muter trains and a bus in London.

Mr. Zazi appeared in federal
court Thursday in Denver, where
prosecutors said, as a procedural
matter, they were dropping a lesser
charge levied over the weekend ac-
cusing him of lying to investigators
in a terrorism probe.

Mr. Zazi’s father, 53-year-old Mo-
hammed Zazi, appeared at the same
hearing. He was also charged last
weekend with making a false state-
ment to investigators, but was re-
leased Thursday without having to
post bail. Prosecutors haven’t of-
fered any indication that they be-
lieve the elder Mr. Zazi is involved in
the broader conspiracy.
 —Chad Bray and

Stephanie Simon
contributed to this article.

Afghan indicted
in U.S. on charge
of bombing plot
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Merkel’s shift leftward positions her to win

U.K. mulls open markets

More claims filed against Lehman

Lehman investors, banks seek cash

polls ahead of a general election
that must be called before June, the
party may also look to make popu-
list statements.

Still, Mr. Mandelson’s question-
ing of the long-term benefits of
some foreign takeovers is signifi-
cant. As a U.K. minister and the
former top trade official at the Euro-
pean Union, he has been one of the
world’s leading flag-wavers for the
benefits of globalization and free
trade. Part of that, the U.K. has al-
ways argued, is allowing companies
to be bought by foreign firms.

Over the years, Britain has seen
some of its most famous manufac-
turers, from Imperial Chemical In-
dustries PLC to car brands like Rolls-
Royce, taken over by foreign firms.
In the U.K. almost every sector is
fair game to foreign buyers, and
most of the country’s ports, airports
and utilities have been bought by for-
eign interests. In parts of Europe,
governments frequently step in to
stop foreign takeovers and in the

U.S., foreign companies can’t buy air-
lines, shipping firms, television net-
works and some security-related
businesses.

As unemployment has risen to
its highest level since 1995, the Brit-
ish public has become increasingly
protectionist. At the start of this
year French oil company Total SA
was forced to offer concessions to
U.K. workers in a bid to end strikes
protesting the use of foreign labor
at a refinery.

Elsewhere within the govern-
ment, Treasury official Lord Paul
Myners also weighed in on the de-
bate over foreign ownership, telling
the Guardian newspaper on Thurs-
day that too many British compa-
nies are at risk of falling into foreign
hands because their shares are
owned by international funds,
which aren’t concerned with pre-
serving the U.K.’s corporate heri-
tage.

Supporters of the U.K.’s refusal
to stymie foreign takeovers say it
has resulted in billions of pounds of

investment pumped into Britain and
the rejuvenation of declining busi-
nesses, such as the country’s car-
making industry. But critics fear
that offshore owners will be more
likely than locals to shed jobs during
downturns, and that under foreign
ownership, the top managerial posi-
tions, intellectual properties and
even research and development will
be controlled by headquarters.

The recession has sparked ques-
tions around the world about for-
eign takeovers. In recent years coun-
tries have become increasingly pro-
tectionist about foreign direct in-
vestment, stepping up screening of
foreign takeovers, and enacting
laws that restrict foreign takeovers
in countries including China, India
and Russia, according to a study re-
leased by the Vale Columbia Center
on Sustainable International Invest-
ment on Thursday.

Separately, Lord Mandelson said
the “signs are good” for the U.K. com-
ing out of recession and pointed to
the Confederation of British Indus-

try’s recent report saying that near-
term prospects are brightening for
the U.K. economy, which it now ex-
pects to emerge from recession
through modest growth in the third
and fourth quarters of this year.

“But they [the CBI] also pointed
out that this recovery is fragile and
we should do nothing to jeopardize”
it, he said. This would happen if the
country exited too quickly the vari-
ous stimulus measures it has put in
place to help stymie the severe fall
in the U.K. economy.

Economists and investors, how-
ever, have worried that the U.K.
hasn’t set out enough significant
measures to trim its budget deficit,
the largest in the developed world.

Lord Mandelson said the Trea-
sury has set out measures and more
will follow later this year but there
is “no point in worry about borrow-
ing and debt, if through our ill-
judged actions and premature exit
from the stimulus we cause unem-
ployment to spiral again” and the
costs that come with that.

Continued from first page

Supporters of the U.K.’s refusal to stymie
foreign takeovers say it has resulted in
billions of pounds of investment and the
rejuvenation of declining businesses.
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Date

June 24, 2009

May 30, 2000

Oct. 20, 1999

Oct. 31, 2005

March 17, 2006

Sept. 24, 2008

Nov. 28, 2006

Oct. 25, 2007

Sept. 7, 2009

Dec. 15, 2006

Anglo American 

Orange 

Orange

O2

BAA

British Energy

Scottish Power

Scottish & Newcastle

Cadbury

Gallaher Group

Status

Pending

Completed

Completed

Completed

Completed

Completed

Completed

Completed

Pending

Completed

$48.27

46.25

35.38

31.67

23.89

23.14

22.96

19.86

19.75

19.11

Target Acquirer
Value, in 
billions

Xstrata

France Telecom

Mannesmann

Telefonica

Grupo Ferrovial;
Caisse de Depot et 
Placement du Quebec;
GIC Special Investments 

Electricite de France

Iberdrola

Carlsberg A/S;
Heineken 

Kraft Foods

Japan Tobacco

U.K. for sale
The U.K. has kept barriers to foreign takeovers of its companies low, and seen 
some of its biggest names snapped up. Here are the 10 biggest British 
companies by value either bought or under offer by a foreign firm.

two dozen Lehman-related compa-
nies that fall directly under the ad-
ministrators’ control as well as
many dozens of others that are indi-
rectly controlled by PwC.

About 20,000 claims against Leh-
man have been filed with the bank-
ruptcy court, according to Epiq Sys-
tems Inc., which manages Lehman’s
administration Web site. That fig-
ure includes some duplicates.

A Lehman spokeswoman said
that once the claims are received,
there will be a period of analysis, rec-
onciliation and evaluation.

“Given the scope and complexity
of this case, this period may take
months longer than other bankrupt-

cies,” she said.
Lehman’s filing for Chapter 11

bankruptcy protection last Septem-
ber triggered financial chaos
around the globe, as nearly 80 Leh-
man subsidiaries world-wide were
forced to fold. When Lehman filed
for legal protection from creditors
in the U.K., many client assets held
in custody there were essentially fro-
zen under the court proceeding.

PwC has since returned about
$13 billion of the roughly $30 billion
of assets Lehman’s European unit
held on behalf of clients. It has $10
billion more to return and is still
seeking to recover a further $7 bil-
lion.

Clients still waiting for the re-

turn of their assets were struck a
blow last month when the U.K. High
Court said it couldn’t approve a plan
to expedite the return of about $9
billion of their assets. PwC had ap-
plied for the court to sanction the
use of a legal process called a
scheme of arrangement. The plan
was designed to achieve a quicker so-
lution by dealing with Lehman cli-
ents collectively.

A judge ruled the court doesn’t
have jurisdiction to sanction the
plan because schemes of arrange-
ment can only apply to creditors and
can’t be used in a way that would
compromise clients’ rights. PwC
said the ruling could delay the re-
turn of assets by years.

Continued from first page

By Marietta Cauchi

And Margot Patrick

The damage caused by the col-
lapse of Lehman Brothers just one
year ago ranges from debts as high
as $48 billion claimed by Wilming-
ton Trust Co., a Delaware-based fi-
nancial-services company, to just a
fistful of dollars in the case of pri-
vate investors and borrowers, ac-
cording to filings on the Web site of

Lehman’s claims administrator.
The Association of German Banks

is asking for almost $26 billion relat-
ing to contracts between its member
banks and Lehman, while pension
funds including the New York State
Teachers’ Retirement plan also sub-
mitted hefty claims.

Among major financial institu-
tions, Morgan Stanley made a $1 bil-
lion claim connected to Lehman’s
role as counterparty on trades with

the investment bank. Other banks
making claims on derivative con-
tracts include Barclays PLC, Lloyds
Banking Group PLC’s unit Bank of
Scotland, and Swiss bank UBS AG.

New York state wants $1.2 billion
in back taxes and New York City,
where Lehman had its headquar-
ters, submitted a $627 million tax
bill for unpaid commercial rent tax
and general corporation tax going
back to 1996.

Germany until the fall of the Berlin
Wall, has run a campaign centered
on her own persona, while all but
avoiding discussion of the country’s
structural problems or what painful
steps might be needed to address
them.

The strategy has frustrated her
opponents, the Social Democrats,
who have struggled to land any
blows, unlike in the 2005 election,
when then-Chancellor Gerhard
Schröder lambasted her free-mar-
ket proposals as socially unjust, and
the Social Democrats, though they
lost the chancellor’s post, did far bet-
ter than originally expected.

On a recent campaign stop in
Stralsund, a picturesque port town
on Germany’s Baltic Sea coast that
is part of her home electoral dis-
trict, Ms. Merkel addressed a crowd
of around a thousand people, includ-
ing many curious tourists, who had
braved the rain.

An introductory film on a large
television screen portrayed her as
the successor to Konrad Adenauer
and Mr. Kohl, two conservative chan-
cellors who offered Germans the
comforts of stability rather than
challenging them with too many
changes.

Ms. Merkel’s short stump speech
hardly mentioned policy. Instead,
she praised the CDU’s history, even
using a party slogan from the Ade-
nauer era in the 1950s: “No experi-
ments.” Ms. Merkel was using the
words to warn the crowd of the dan-
gers of an unlikely leftist govern-
ment. But the phrase underlined her
own transformation from the 2005
candidate who toyed with radical
ideas such as flat taxes.

In the crowd, vacationing retiree
Hannelore Bürger said the chancel-
lor came across as “very pleasant”
and “not cold.” Mrs. Bürger is ex-
actly the sort of voter the CDU is af-
ter: She used to vote for the Social
Democrats, or SPD, but hasn’t yet
chosen who to vote for this time. Af-
ter hearing Ms. Merkel speak, Mrs.

Bürger said, she’s “a bit closer to vot-
ing for her,” but still undecided.

At first, Ms. Merkel’s allies
hoped her transformation was a tem-
porary shift, forced on her by the po-
litical realities of the grand coali-
tion. Now, however, it is becoming
clear that Ms. Merkel doesn’t plan
unpopular changes even if her cen-
ter-right camp wins a decisive vic-
tory on Sunday.

In an interview with The Wall
Street Journal this summer, the
chancellor said Germany no longer
needed a major overhaul, because
there had been enough change over
the years. “The structural weak-
nesses that used to limit Germany’s
competitiveness have been disman-
tled,” she said.

She blamed Germany’s current
economic difficulties on outside in-
fluences, in the form of the global fi-
nancial crisis. Overall economic ac-
tivity fell nearly 7% in the year
ended in March, before a fragile re-
covery began this summer.

Many observers say there has
been little political effort at change
in the past four years; Ms. Merkel’s
government has watered down pen-
sion and welfare overhauls by the
previous, SPD-led government of
Mr. Schröder.

The reason is no secret: In the
2005 election, Ms. Merkel’s huge ini-
tial opinion-poll lead crumbled
amid fears that her free-market
agenda would hurt the less well-off.
The CDU won fractionally more
seats than the SPD, but it had to
share power: That felt like a defeat.

That experience marked Ms. Mer-
kel for good, says Gerd Langguth,
the chancellor’s biographer and
CDU colleague. “The Angela Merkel
of 2009 is no longer the Angela Mer-
kel of 2005,” says Mr. Langguth.
“She has learned to fear the accusa-
tion of social heartlessness like the
devil fears holy water,” he adds, us-
ing a common German idiom.

Even if Ms. Merkel’s CDU wins
enough votes Sunday to break free
of its grand coalition with the SPD

and form a new center-right admin-
istration with the pro-business Free
Democratic Party, businesspeople
don’t expect far-reaching change.
The financial crisis has harmed the
reputation of free-market econom-
ics so much that even the Free Demo-
crats now stress the need for a
strong state and social protections.

“It won’t be a paradise for busi-
ness,” says Stefan Kirschsieper,
owner of tool manufacturer Walter
Kottmann GmbH and head of an as-
sociation for young entrepreneurs.

The financial crisis has drawn at-
tention away from Germany’s struc-
tural problems, such as the high pay-
roll taxes that fund the welfare
state, but weigh on businesses’
costs and workers’ take-home pay.

Germany’s economy, the world’s
fourth-largest, grew an average of
just 1.5% a year in the decade before
the financial crisis escalated in 2008,
too little to secure the living stan-
dards of a rapidly aging society under
growing competitive pressure from
low-cost countries such as China.

Germany’s problems will be-
come more apparent following Sun-
day’s election than they were in Ms.
Merkel’s first term, says Josef
Schlarmann, head of the CDU’s
small-business association, which is
critical of Ms. Merkel’s leftward
shift and her personality-focused,
policy-light election campaign.

The global bubble that began in
2005 and that lifted German growth
via exports “helped the grand coali-
tion to get through four years with-
out reforms,” Mr. Schlarmann says.
“The government could raise spend-
ing, especially on social benefits,
and balance the budget at the same
time.” Those easy times are over,
thanks to the financial crisis, he
says.

“The appetite for tackling these
problems won’t be very big,” adds
Mr. Schlarmann. Whatever the out-
come in Sunday’s vote, the next gov-
ernment “will try to muddle its way
around them. But it can’t avoid them
forever.”

Continued from first page
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Close Brown aide steps down as minister
Vadera will drop
business oversight
to be G-20 liaison

By Natasha Brereton

LONDON—The Bank of England
stressed the need for caution in in-
terpreting signs of improvement in
the British economy, highlighting
the time it will take to repair bank fi-
nance and the need to rebalance de-
mand toward increased savings.

In a speech, Chief Economist
Spencer Dale said the central bank’s
Monetary Policy Commit-
tee remains focused on en-
suring there is sufficient
stimulus to facilitate sus-
tainable growth, but the
road to full recovery is
likely to be long and bumpy.

Separately, Governor
Mervyn King said in a news-
paper interview that U.K.
output has stabilized, but
added that it is important
not to get carried away by
signs of growth. He also
said that the weakening in sterling
would support a necessary rebalanc-
ing of the U.K. economy.

Mr. King’s comments on the
pound sent the U.K. currency
sharply lower, to its weakest level
since mid-July. The pound sold at 4
p.m. Thursday in New York at
$1.6064, from Wednesday’s $1.6357.

“In contrast to all other coun-
tries in the world, the U.K. is the
only one whose central bank has
been more bearish than the market
and has led the market lower,” said
Stephen Jen, managing director of
macroeconomics and currencies at
London-based hedge fund BlueGold
Capital Management LLP.

Economists pointed to the con-
tinued focus by MPC members on
the need for a period of sustained
growth, leading to a recovery in the
level of economic output and em-
ployment, as an indication that in-
terest rates will remain loose for
some time.

“The current focus of monetary
policy is on ensuring that there is
sufficient stimulus in the economy

to generate the strong and
sustained recovery neces-
sary to bring demand bet-
ter into balance with supply
and so ensure that inflation
is on track to meet the infla-
tion target,” Mr. Dale said.

Through its quantitative
easing policy, the Bank of
England is creating £175 bil-
lion ($281.12 billion) of new
central-bank money to buy
bonds, in an attempt to
boost nominal spending. Its

benchmark interest rate is at a
record low of 0.5%.

In an interview with the Newcas-
tle Journal, Mr. King said global im-
balances had been one of the under-
lying causes of the financial crisis,
and stressed the need for Asian
countries to reduce their surpluses
and the U.K. to reduce its deficits.

“I think the fall in the exchange
rate that we have seen will be help-
ful to that process, but there’s no
doubt that what we need to see now
is a shift of resources into net ex-
ports, whether directly or in produc-
ing things that compete with im-
ports that help to reduce the trade
deficit,” Mr. King said.

Bank of England stresses
need for economic caution

Mervyn King

By Alistair MacDonald

And Paul Sonne

Shriti Vadera, the U.K. business
minister and one of U.K. Prime Minis-
ter Gordon Brown’s closest advis-
ers, will resign from her role to take
a position liaising with the Group of
20 industrial and developing na-
tions, Mr. Brown said Thursday.

Mr. Brown said in a statement
that he had asked Baroness Vadera
to take up a role working with South
Korea, the next country to take the
helm of the G-20, following a re-
quest by South Korean President
Lee Myung-bak. Mr. Brown has
pushed for the G-20 to become a
stronger institution with its own
permanent staff. Lord Meryvn
Davies, the minister for trade invest-
ment and business, will assume her
ministerial responsibility.

A former UBS AG investment
banker, Baroness Vadera joined the
U.K. Treasury while Mr. Brown was
Treasury chief. She became a close
aide who went on to take a leading
role in Britain’s bailout of its bank-
ing system a year ago.

Though Mr. Brown says Baron-
ess Vadera is set to remain at Down-
ing Street, the move will likely be in-
terpreted by some in Britain as a
blow to the prime minister on the

eve of his party’s all-important con-
ference next week. For over a year
now, Mr. Brown’s government has
suffered a series of resignations
amid internal feuding, a declining
economy and questions over the gov-
ernment’s long-term strategy.

Baroness Vadera was also one of

the last of a group of nonelected offi-
cials that Mr. Brown appointed as
part of what he called a government
of all the talents, or goats, as they
came to be nicknamed. Recent de-
partures have included health minis-
ter Ara Darzi; Mark Malloch-Brown,
a foreign minister; and Stephen

Carter, a media minister.
Baroness Vadera, currently the

minister for economic competitive-
ness, small business and enterprise,
had a reputation as an aggressive ne-
gotiator who was liked and loathed
equally in the corridors of Britain’s
Whitehall government district.

Born in Uganda to parents of In-
dian origin, Baroness Vadera cut her
teeth in the world of banking. After
spending 14 years as an investment
banker at UBS Warburg, she joined
the U.K. Treasury’s Council of Eco-
nomic Advisors in 1999. She became
a key aide to Mr. Brown, then Chan-
cellor of the Exchequer, advising on
business issues, as well as public en-
terprises.

It was at the Treasury where
Lady Vadera earned a reputation
for being a forthright adviser,
never afraid to ruffle feathers. She
took on a number of high-profile as-
signments, including handling the
partial privatization of the London
underground system and a contro-
versial government bid in 2001 to
renationalize the British railway,
which UBS had helped privatize in
1996.

When Mr. Brown took over as
prime minister in 2007, Baroness
Vadera rose alongside him. She was
ennobled to become a life peer in the
House of Lords that year, a move
that has allowed her to occupy key
government positions without fac-
ing an election.

It was in her role as a key force in
developing Mr. Brown’s rescue pack-
age for the U.K.’s ailing banks in
2008 that she was most powerful.

She was one of a few nonelected
ministers and advisers who came to
form Mr. Brown’s “brain trust” in
the crucial months of the financial
crisis.

LEADING THE NEWS

Shriti Vadera sits to Gordon Brown’s left at a meeting with business leaders in New York this week. ‘I liked working for Gordon
because he likes to be challenged,’ Baroness Vadera was quoted as saying in an interview with the Guardian newspaper.

Pr
es

s
A

ss
oc

ia
ti

on

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, SEPTEMBER 25 - 27, 2009 3

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.90 $27.03 –0.10 –0.37%
Alcoa AA 35.10 13.51 –0.63 –4.46%
AmExpress AXP 13.10 33.85 0.25 0.74%
BankAm BAC 209.00 16.98 –0.52 –2.97%
Boeing BA 5.00 51.79 –0.58 –1.11%
Caterpillar CAT 11.30 51.85 –1.29 –2.43%
Chevron CVX 8.60 70.71 –0.66 –0.92%
CiscoSys CSCO 35.90 22.65 –0.15 –0.66%
CocaCola KO 11.20 52.34 –0.24 –0.46%
Disney DIS 10.80 27.97 –0.11 –0.39%
DuPont DD 6.50 32.27 –0.86 –2.60%
ExxonMobil XOM 17.80 68.93 –0.07 –0.10%
GenElec GE 117.50 16.58 –0.42 –2.47%
HewlettPk HPQ 12.40 46.87 –0.06 –0.13%
HomeDpt HD 10.70 27.04 –0.31 –1.13%
Intel INTC 48.40 19.54 –0.34 –1.71%
IBM IBM 4.90 120.94 0.12 0.10%
JPMorgChas JPM 39.30 44.37 –0.69 –1.53%
JohnsJohns JNJ 8.40 60.72 –0.05 –0.08%
KftFoods KFT 10.00 26.38 0.10 0.38%
McDonalds MCD 8.60 56.12 0.58 1.04%
Merck MRK 12.20 31.01 –0.32 –1.02%
Microsoft MSFT 51.80 25.94 0.23 0.89%
Pfizer PFE 46.40 16.44 0.01 0.06%
ProctGamb PG 12.20 57.84 0.59 1.03%
3M MMM 3.00 74.10 –0.32 –0.43%
TravelersCos TRV 3.90 47.52 0.23 0.49%
UnitedTech UTX 4.30 62.34 –0.40 –0.64%
Verizon VZ 18.40 30.15 0.27 0.90%
WalMart WMT 11.10 50.70 0.30 0.60%

Dow Jones Industrial Average P/E: 16
LAST: 9707.44 t 41.11, or 0.42%

YEAR TO DATE: s 931.05, or 10.6%

OVER 52 WEEKS t 1,314.62, or 11.9%

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

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

Nomura $628 11.5% 63% 23% 14% …%

Daiwa Securities SMBC Co Ltd 436 8.0% 67% 25% 8% …%

Mizuho 376 6.9% 32% 47% 10% 11%

Morgan Stanley 251 4.6% 65% 21% 14% …%

Mitsubishi UFJ Securities 248 4.5% 20% 58% 9% 13%

JPMorgan 237 4.3% 75% 11% 13% …%

UBS 221 4.1% 66% 15% 19% …%

Citi 219 4.0% 52% 29% 17% 2%

Goldman Sachs 216 4.0% 76% 12% 11% …%

Source: Dealogic

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

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

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

Grohe Hldg  1402 –88 –205 –409 France Telecom 44 2 5 5

Seat Pagine Gialle  1568 –83 –346 –329 Rep Italy 65 2 5 –10

EMI Group  702 –37 –111 –163 Koninklijke Ahold  83 2 6 7

Norske Skogindustrier  1005 –29 –9 –94 Eneco Hldg  59 2 2 1

Glencore Intl  223 –23 –41 –108 Deutsche Post  41 2 1 –6

Alcatel Lucent 644 –22 –20 –75 Bca Naz del Lavoro  52 3 4 –3

Corus Group  685 –22 –31 –143 TDC  113 3 3 1

Fiat 372 –20 –29 –98 Rexam  122 3 –2 –22

C de Aho Vlncia Castlln Alicnte Bcaja 346 –19 –99 –172 Allied Domecq  89 5 3 1

Old Mut  382 –18 –59 –165 Bawag 138 8 3 –62

Source: Markit Group

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

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

Unilever Netherlands Food Products $48.6 19.29 –0.16% –4.4% –0.7%

Soc. Generale France Banks 47.5 53.35 –0.19 –19.0 –54.5

Novartis Switzerland Pharmaceuticals 129.1 50.15 –0.20 –17.0 –31.5

Deutsche Telekom Germany Mobile Telecomms 59.1 9.21 –0.43 –15.5 –26.0

France Telecom France Fixed Line Telecomms 70.6 18.14 –0.44 –10.0 0.9

Nokia Finland Telecomms Equipment $56.5 10.26 –4.02% –26.2 –34.6

Allianz SE Germany Full Line Insurance 54.0 81.11 –3.93 –22.2 –40.6

Intesa Sanpaolo Italy Banks 52.3 3.00 –3.46 –24.8 –42.0

BG Grp U.K. Integrated Oil & Gas 61.3 10.67 –3.44 –5.4 61.7

Total S.A. France Integrated Oil & Gas 138.4 40.10 –3.36 –9.8 –22.8

...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

GlaxoSmithKline 110.7 12.06 –0.66% –1.1% –15.3%
U.K. (Pharmaceuticals)
Daimler 52.6 33.70 –0.68 –14.7 –14.7
Germany (Automobiles)
Nestle S.A. 155.7 43.82 –0.68 –8.1 0.3
Switzerland (Food Products)
RWE 48.0 62.31 –0.69 –9.1 –14.8
Germany (Multiutilities)
Vodafone Grp 132.7 1.42 –0.70 11.0 16.2
U.K. (Mobile Telecomms)
UniCredit 62.2 2.53 –0.98 –13.4 –54.4
Italy (Banks)
ENI 99.3 16.85 –1.00 –14.5 –27.8
Italy (Integrated Oil & Gas)
Roche Hldg Part. Cert. 114.2 167.00 –1.07 –6.4 –23.3
Switzerland (Pharmaceuticals)
Diageo 42.8 9.66 –1.08 –4.2 2.6
U.K. (Distillers & Vintners)
HSBC Hldgs 194.5 7.03 –1.08 –8.4 –17.1
U.K. (Banks)
Telefonica S.A. 129.4 18.70 –1.08 8.8 38.3
Spain (Fixed Line Telecomms)
BP 181.4 5.46 –1.18 9.7 –6.9
U.K. (Integrated Oil & Gas)
Royal Dutch Shell A 102.6 19.67 –1.23 –10.0 –24.4
U.K. (Integrated Oil & Gas)
Assicurazioni Gen 37.0 17.82 –1.27 –22.3 –31.7
Italy (Full Line Insurance)
AXA S.A. 53.5 17.42 –1.28 –26.3 –40.5
France (Full Line Insurance)
GDF Suez 99.1 29.83 –1.29 –17.2 –2.9
France (Multiutilities)
British Amer Tob 63.7 19.58 –1.31 5.8 34.0
U.K. (Tobacco)
Banco Bilbao Viz 66.7 12.10 –1.35 4.5 –31.9
Spain (Banks)
ABB 47.9 21.18 –1.40 –3.6 34.0
Switzerland (Industrial Machinery)
Iberdrola S.A. 51.2 6.63 –1.41 –12.1 –27.3
Spain (Conventional Electricity)

Sanofi-Aventis S.A. 96.9 50.13 –1.45% 7.0% –28.1%
France (Pharmaceuticals)
SAP 60.7 33.66 –1.45 –14.6 –14.8
Germany (Software)
BNP Paribas S.A. 87.9 55.56 –1.51 –17.3 –34.4
France (Banks)
Banco Santander 132.4 11.04 –1.52 8.5 –4.8
Spain (Banks)
Tesco 49.2 3.90 –1.57 4.5 6.3
U.K. (Food Rtlrs & Whlslrs)
E.ON 83.1 28.23 –1.60 –20.6 –8.6
Germany (Multiutilities)
Credit Suisse Grp 66.4 57.65 –1.79 3.0 –20.0
Switzerland (Banks)
Barclays 64.5 3.65 –1.80 –1.5 –44.1
U.K. (Banks)
Astrazeneca 64.1 27.45 –1.89 8.3 –18.2
U.K. (Pharmaceuticals)
BHP Billiton 59.8 16.69 –1.91 15.9 79.5
U.K. (General Mining)
BASF 48.3 35.75 –1.92 1.3 13.7
Germany (Commodity Chemicals)
Anglo Amer 43.8 20.29 –1.96 –1.4 –13.0
U.K. (General Mining)
Bayer 56.2 46.18 –1.99 –15.1 16.2
Germany (Specialty Chemicals)
Rio Tinto 65.0 26.44 –2.09 –18.8 25.6
U.K. (General Mining)
L.M. Ericsson Tel B 30.7 71.00 –2.20 2.6 –44.3
Sweden (Telecomms Equipment)
UBS 66.1 19.09 –2.20 –9.5 –70.8
Switzerland (Banks)
Siemens 86.8 64.57 –2.24 –5.1 –5.9
Germany (Diversified Industrials)
Deutsche Bk 47.3 51.83 –2.82 –7.5 –45.5
Germany (Banks)
ArcelorMittal 59.8 26.07 –2.92 –35.3 –4.3
Luxembourg (Iron & Steel)
ING Groep 34.2 11.18 –3.08 –40.7 –67.6
Netherlands (Life Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.03% 0.76% 2.4% 6.3% 0.0%
Event Driven 0.64% 2.36% 5.5% 11.8% -14.0%
Equity Market Neutral -0.67% -1.61% -1.0% -4.9% -9.0%
Equity Long/Short -0.46% 0.98% 3.3% 4.1% -8.4%

*Estimates as of 09/23/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average

Europe: 12/1 0.80 100.98% 0.01% 0.86 0.78 0.82

Eur. High Volatility: 12/1 1.44 97.90 0.01 1.58 1.42 1.50

Europe Crossover: 12/1 5.58 97.68 0.05 6.06 5.52 5.78

Asia ex-Japan IG: 12/1 1.06 99.70 0.01 1.18 1.06 1.13

 Note: Data as of September 23

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Karzai allies make case
for confidence, troops

U.S.’s Afghan rethink raises allies’ doubts
NATO strategy will be put on hold until Washington review is complete, say ambassadors from several states

By Peter Spiegel

The public debate in Washington
over the White House’s unexpected
reappraisal of its Afghan strategy
has focused on troop numbers and
military tactics. But the Obama ad-
ministration’s focus is on another is-
sue: Is Afghan President Hamid Kar-
zai a reliable ally?

According to senior administra-
tion officials, the Afghan war plan
that President Barack Obama an-
nounced in March—which called for
a comprehensive and manpower-in-
tensive counterinsurgency strategy—
was built around the assumption
that Mr. Karzai would emerge from
last month’s elections with new le-
gitimacy, a critical factor in fighting
a guerrilla enemy.

But allegations of widespread
vote fraud in the Afghan balloting
have revived long-held skepticism
within Mr. Obama’s national-secu-
rity team—including the increas-
ingly influential Vice President Joe
Biden—about Mr. Karzai’s role, con-
vincing the White House that a com-
plete rethink was warranted.

“Forget even the McChrystal re-
port,” said a senior administration of-

ficial, referring to the grim assess-
ment of the war effort submitted
three weeks ago by Gen. Stanley Mc-
Chrystal, the U.S. commander in Af-
ghanistan. “Every counterinsurgency
is built on one credible partner.”

Although the election has had a
clear impact on Mr. Obama’s na-
tional-security team, the White
House is also facing mounting U.S.
casualties, flagging public support
and rising criticism of the war effort
among fellow Democrats.

The Obama administration was
well aware of allegations of corrup-
tion in Mr. Karzai’s government
ahead of the election, having repeat-
edly pressed him to sideline politi-
cal allies accused of links to Afghani-
stan’s burgeoning heroin trade.

But Mr. Karzai’s behavior during
the vote appears to have been a last
straw, forcing Mr. Obama and his ad-
visers to rethink the way forward.
“If you decide your troop levels be-
fore you decide your strategy, it’s a
really bad movie,” said Rahm Eman-
uel, Mr. Obama’s chief of staff.

Senior administration officials
said they had viewed the election as
the key first step in rebuilding Af-
ghanistan, but that Mr. Karzai squan-

dered the opportunity. U.S. officials
insist they haven’t given up on Mr.
Karzai completely.

But given the fast-approaching
winter, which makes a runoff vote
prohibitively difficult, and U.S. reluc-
tance to play broker between the Af-
ghan camps, the administration has
been left with the policy it has pushed
for weeks: encouraging a thorough in-
vestigation of fraud allegations and
hoping Mr. Karzai emerges with a
semblance of credibility.

In recent days, the Afghan presi-
dent has for the first time publicly
acknowledged the fraud probes are
legitimate, a move some in Kabul be-
lieve is a sign that Mr. Karzai is start-
ing to realize his standing is at risk
of collapsing. The Obama adminis-
tration’s relationship with Mr. Kar-
zai has been fraught from the start.
Early in Mr. Obama’s presidency,
White House officials sent clear mes-
sages that they believed the Bush ad-
ministration had been too lenient to-
ward Mr. Karzai, who had been ac-
cused of widespread corruption and
turning a blind eye to the heroin
trade.
 —Matthew Rosenberg

and Neil King Jr.
contributed to this article.

Afghan vote prompts U.S. rethink

By Stephen Fidler

And John W. Miller

BRUSSELS—A reassessment of
the Obama administration’s strat-
egy in Afghanistan is heightening un-
certainty over the international mili-
tary mission in the country among
America’s European allies, who al-
ready face strong domestic opposi-
tion to their role in the conflict.

European nations provide the bulk
of the 35,000 non-U.S. foreign troops
in Afghanistan—compared with the
60,000 U.S. troops—as part of the
North Atlantic Treaty Organization’s
force in the country. In many coun-
tries, the mission has been unpopular,
and opinion polls suggest it is becom-
ing more so: even in the traditionally
supportive U.K.,two-thirds of the pub-

lic want British troops out.
Now, the U.S. strategic rethink has

added a further complication. The re-
assessment has put at least a tempo-
rary halt on an expansion in U.S. troop
numbers and stayed action on a rec-
ommendation in a report from Gen.
Stanley McChrystal, the top American
commander in Kabul, who wants as
many as 40,000 additional American
troops to be sent to the country.

“Inadvertently, it plays very
badly in Europe,” said Kurt Volker, a
long-standing former State Depart-
ment official who was appointed
U.S. ambassador to NATO by Presi-
dent George W. Bush and stepped
down in May. A legitimate U.S. de-
bate, it nonetheless raises questions
about the nature of the U.S. commit-
ment to Afghanistan, he said.

The reassessment comes as Euro-
pean forces are suffering growing
numbers of casualties. Last week,
six Italian soldiers in Kabul were
killed by a suicide bombing, prompt-
ing anguish in Italy and calls for the
withdrawal of the country’s 2,800
troops. Italian Prime Minister Silvio
Berlusconi said he hopes to bring at
least some of them home this year.

Three German soldiers were
killed in the summer, also by a sui-
cide bomber, and public opinion on
the war has soured even more since
German forces earlier this month or-
dered an air strike on two fuel tank-
ers that killed at least some civil-
ians. Meanwhile, the Netherlands
and Canada have said they will re-
view their commitments in 2011.

One reason this is happening is

that previously peaceful areas of the
country are becoming more danger-
ous as Taliban insurgents extend their
reach. Germany’s decision to send
combat troops outside Europe for the
first time since 1945 was justified as
aneconomic-reconstructionmission—
now its 4,000 troops are facing dan-
gers not bargained for.

A further problem for the allies is
weakness at the center of the strat-
egy:theAfghan governmentandPresi-
dentHamidKarzai.Only thisweek U.K.
Prime Minister Gordon Brown enunci-
ated an “Afghanization” strategy un-
der which U.K.and othertroops would
train Afghan forces to take over from
them. But an August election marred
byfraud and continuing corruption al-
legations has undermined Mr. Karzai.

“Troops are getting killed and,

because the Karzai government is
seen as impossibly corrupt, the polit-
ical will to stay there is diminishing
daily,” said Charles Grant of the Cen-
tre for European Reform in London.

Ambassadors from several
NATO countries, who debated the
McChrsytal report at their weekly
closed-door meeting Wednesday,
said the alliance strategy would go
on hold until the Obama review is
complete. But they were cautious
about faulting the U.S. for its cur-
rent soul-searching. “We’re all con-
scious of the political realities in all
of our countries,” said one.

NATO allies in Europe “will have
to follow the U.S. strategy because
the U.S. is providing the biggest num-
ber of troops,” said Boguslaw Winid,
Poland’s ambassador to Nato.

LEADING THE NEWS

U.S. Army Pfc. Shiquinn Bell plays his guitar at a base in Afghanistan’s East Paktika province on Wednesday.

By Yaroslav Trofimov

KABUL—Senior Afghan officials,
alarmed by the Obama administra-
tion’s reappraisal of its Afghanistan
strategy, said an increased U.S. mili-
tary commitment is needed to roll
back an emboldened insurgency.

They also cautioned about what
they said would be dire consequences
of any U.S. attempts to edge out Presi-
dent Hamid Karzai. Results from a
presidential election last month gave
Mr. Karzai a majority, but allegations
of widespread ballot-stuffing have
stalled the confirmation of his victory
and undermined his credibility in the
eyes of many Afghans.

These admonishments come af-
ter the top U.S. and allied com-
mander in Afghanistan, Gen. Stan-
ley McChrystal, warned that the war
here may become unwinnable un-
less troop levels are raised and the
momentum of insurgents is re-
versed in the next 12 months.

The Obama administration has
yet to endorse these findings, and
has called for a review of the
U.S.-led war effort before making a
decision on troop levels. Vice Presi-
dent Joe Biden in particular has ex-
pressed skepticism about the pro-
posed troop increase.

As the war in Afghanistan be-
comes increasingly unpopular in
the U.S. and Europe, one policy op-
tion under review in Washington ad-
vocates reducing ground forces and
relying instead on surgical air-
strikes against Taliban and al Qaeda
targets on both sides of the Afghani-
stan-Pakistan border.

This would be a recipe for failure,
warned one of Mr. Karzai’s senior as-
sociates, Education Minister Farooq
Wardak. “Airstrikes alone cannot be
a strategy to defeat the insurgency
and the Taliban. If the air attacks are
not followed up by ground opera-
tions, they do not yield the results
one expects,” he said. “We need addi-
tional troops—but not forever.” Ac-
cording to Mr. Wardak, it will take
five years before the Afghan army
and police will be capable to fight
mostly on their own.

Parliament member Mohammed
Mohaqeq, a powerful former war-
lord representing the Hazara ethnic
minority who backed Mr. Karzai’s re-
election bid, offered a similarly

bleak assessment.
“The current number of soldiers

is not enough to defeat the Taliban,”
Mr. Mohaqeq said. Should the U.S.
start reducing its forces in Afghani-
stan—currently over 60,000—“the
country will go back to civil war,” he
added. “The Taliban are capable of
recapturing the capital and the gov-
ernment.”

Mr. Karzai’s spokesman, Hamed
Elmi, welcomed Gen. McChrystal’s
report and said he had no comment
on the Obama administration’s re-
view of policy options.

The Taliban’s recent advances to
previously secure areas of northern
and western Afghanistan were
made possible, in part, by growing
public anger over the incompetence
and graft in Mr. Karzai’s administra-
tion, many analysts say.

This anger was reinforced by re-
ports of large-scale fraud in favor of
Mr. Karzai in the election on Aug.
20. According to a preliminary
count, he won with 54.6% of the
vote. That tally can change depend-
ing on a review of results from 12%
of Afghanistan’s polling stations
that was ordered by the Electoral
Complaints Commission, a United
Nations-sponsored watchdog.

On Thursday, representatives
from the ECC, the Afghan govern-
ment’s electoral commission, and
the presidential candidates met in
Kabul to choose a random 10% sam-
ple from the disputed polling sta-
tions. Recounting this sample is ex-
pected to take a couple of weeks,
compared with months needed for a
full recount.

If Mr. Karzai’s final vote tally
falls below 50% he will face a runoff
against the leading challenger, Ab-
dullah Abdullah, a former foreign
minister. Time is of the essence:
Such a runoff election will be virtu-
ally impossible after snowfall
makes many rural roads impassable
in early November.

Some Western officials called for
flanking Mr. Karzai with a powerful
chief executive who will run the gov-
ernment, while others have pushed
for a unity government that would
include Dr. Abdullah.

But the president’s allies cau-
tioned that any foreign effort to dis-
empower Mr. Karzai could plunge
the country into more bloodshed.
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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 % % 216.70 –1.36% –8.5% 4.22% 14 U.S. Select Dividend -b % % 605.46 –0.14% –21.7%

2.00% 19 Global Dow 1213.90 –0.98% –13.5% 1895.98 –1.47% –13.3% 4.08% 18 Infrastructure 1331.20 –0.63% –10.7% 1876.02 –0.61% –10.1%

2.90% 43 Stoxx 600 240.00 –1.94% –11.4% 263.59 –2.43% –11.2% 1.43% 9 Luxury 825.80 –1.15% 0.5% 1029.63 –1.64% 0.8%

3.05% 27 Stoxx Large 200 255.80 –1.98% –12.7% 279.45 –2.46% –12.4% 5.75% 6 BRIC 50 388.50 –0.89% 7.5% 547.53 –0.87% 8.3%

2.17% -18 Stoxx Mid 200 226.70 –1.70% –5.3% 247.68 –2.18% –5.1% 4.17% 13 Africa 50 730.30 0.15% –13.3% 685.19 0.16% –12.7%

2.19% -91 Stoxx Small 200 143.50 –1.99% –4.5% 156.69 –2.47% –4.2% 3.30% 8 GCC % % 1529.74 –0.23% –31.8%

2.93% 34 Euro Stoxx 265.90 –1.53% –11.4% 292.07 –2.02% –11.2% 2.78% 17 Sustainability 788.00 –0.43% –9.9% 981.02 –0.65% –9.5%

3.07% 21 Euro Stoxx Large 200 281.20 –1.62% –12.8% 306.94 –2.11% –12.6% 2.25% 15 Islamic Market -a % % 1843.48 –1.29% –6.3%

2.21% -12 Euro Stoxx Mid 200 256.10 –1.07% –5.4% 279.47 –1.56% –5.1% 2.58% 14 Islamic Market 100 1580.20 –0.04% –7.5% 1994.18 –0.27% –7.1%

2.44% 47 Euro Stoxx Small 200 161.40 –1.24% –2.1% 175.97 –1.72% –1.9% 2.58% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1387.10 –1.51% –21.4% 1745.88 –2.00% –21.2% 1.90% 20 DJ U.S. TSM % % 10931.76 –0.29% –11.4%

4.20% 15 Euro Stoxx Select Div 30 1686.30 –1.65% –18.5% 2130.57 –2.14% –18.3% % DJ-UBS Commodity 115.60 –1.65% –31.3% 123.44 –2.14% –31.2%

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

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

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

Australia 1.1511 1.8492 1.1207 0.1670 0.0383 0.1980 0.0126 0.3069 1.6929 0.2275 1.0601 ...

 Canada 1.0859 1.7444 1.0571 0.1575 0.0362 0.1868 0.0119 0.2895 1.5970 0.2146 ... 0.9433

 Denmark 5.0599 8.1285 4.9262 0.7339 0.1685 0.8705 0.0555 1.3489 7.4416 ... 4.6599 4.3958

 Euro 0.6799 1.0923 0.6620 0.0986 0.0226 0.1170 0.0075 0.1813 ... 0.1344 0.6262 0.5907

 Israel 3.7510 6.0258 3.6519 0.5440 0.1249 0.6453 0.0412 ... 5.5166 0.7413 3.4544 3.2587

 Japan 91.1450 146.4199 88.7358 13.2197 3.0345 15.6803 ... 24.2989 134.0470 18.0132 83.9388 79.1822

 Norway 5.8127 9.3378 5.6591 0.8431 0.1935 ... 0.0638 1.5496 8.5487 1.1488 5.3531 5.0498

 Russia 30.0362 48.2517 29.2423 4.3565 ... 5.1673 0.3295 8.0075 44.1742 5.9361 27.6615 26.0939

 Sweden 6.8947 11.0759 6.7124 ... 0.2295 1.1861 0.0756 1.8381 10.1400 1.3626 6.3495 5.9897

 Switzerland 1.0272 1.6501 ... 0.1490 0.0342 0.1767 0.0113 0.2738 1.5106 0.2030 0.9459 0.8923

 U.K. 0.6225 ... 0.6060 0.0903 0.0207 0.1071 0.0068 0.1660 0.9155 0.1230 0.5733 0.5408

 U.S. ... 1.6064 0.9736 0.1450 0.0333 0.1720 0.0110 0.2666 1.4707 0.1976 0.9209 0.8687

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 336.50 6.25 1.89% 707.00 302.00
Soybeans (cents/bu.) CBOT 919.50 –1.00 –0.11% 1,557.50 670.00
Wheat (cents/bu.) CBOT 473.00 13.00 2.83 1,155.75 450.00
Live cattle (cents/lb.) CME 85.275 –0.475 –0.55 116.900 83.850
Cocoa ($/ton) ICE-US 3,066 –89 –2.82 3,219 1,961
Coffee (cents/lb.) ICE-US 129.30 –7.10 –5.21 189.00 112.00
Sugar (cents/lb.) ICE-US 22.92 –0.16 –0.69 26.25 11.91
Cotton (cents/lb.) ICE-US 64.81 0.13 0.20 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,115.00 –31 –1.44 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,015 –12 –0.59 2,063 1,187
Robusta coffee ($/ton) LIFFE 1,400 –77 –5.21 2,256 1,275

Copper (cents/lb.) COMEX 270.95 –9.85 –3.51 378.00 131.15
Gold ($/troy oz.) COMEX 998.90 –15.50 –1.53 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1629.50 –61.50 –3.64 2,200.00 740.00
Aluminum ($/ton) LME 1,863.00 –17.00 –0.90 2,514.50 1,288.00
Tin ($/ton) LME 14,500.00 50.00 0.35 17,900.00 9,750.00
Copper ($/ton) LME 6,090.00 –46.00 –0.75 6,884.50 2,815.00
Lead ($/ton) LME 2,220.00 –15.00 –0.67 2,459.50 870.00
Zinc ($/ton) LME 1,913.50 –5.50 –0.29 1,986.00 1,065.00
Nickel ($/ton) LME 17,610 –100 –0.56 21,150 9,000

Crude oil ($/bbl.) NYMEX 65.89 –3.08 –4.47 125.63 45.87
Heating oil ($/gal.) NYMEX 1.7108 –0.0796 –4.45 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.6493 –0.0718 –4.17 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.896 0.142 2.99 12.405 3.491
Brent crude ($/bbl.) ICE-EU 65.60 –3.12 –4.54 149.27 45.99
Gas oil ($/ton) ICE-EU 555.75 –17.50 –3.05 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 24
Per In

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

Argentina peso-a 5.6409 0.1773 3.8355 0.2607

Brazil real 2.6431 0.3783 1.7972 0.5564

Canada dollar 1.5970 0.6262 1.0859 0.9209
1-mo. forward 1.5969 0.6262 1.0858 0.9210

3-mos. forward 1.5968 0.6263 1.0857 0.9211
6-mos. forward 1.5969 0.6262 1.0858 0.9210

Chile peso 797.49 0.001254 542.25 0.001844
Colombia peso 2828.97 0.0003535 1923.55 0.0005199

Ecuador US dollar-f 1.4707 0.6799 1 1
Mexico peso-a 19.7589 0.0506 13.4350 0.0744

Peru sol 4.2319 0.2363 2.8775 0.3475
Uruguay peso-e 31.841 0.0314 21.650 0.0462

U.S. dollar 1.4707 0.6799 1 1
Venezuela bolivar 3.16 0.316653 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6929 0.5907 1.1511 0.8688
China yuan 10.0408 0.0996 6.8273 0.1465

Hong Kong dollar 11.3984 0.0877 7.7504 0.1290
India rupee 70.4686 0.0142 47.9150 0.0209

Indonesia rupiah 14196 0.0000704 9653 0.0001036
Japan yen 134.05 0.007460 91.15 0.010972

1-mo. forward 134.02 0.007462 91.13 0.010974
3-mos. forward 133.97 0.007465 91.09 0.010978

6-mos. forward 133.85 0.007471 91.01 0.010988
Malaysia ringgit-c 5.0938 0.1963 3.4635 0.2887

New Zealand dollar 2.0415 0.4898 1.3881 0.7204
Pakistan rupee 121.627 0.0082 82.700 0.0121

Philippines peso 69.601 0.0144 47.325 0.0211
Singapore dollar 2.0816 0.4804 1.4154 0.7065

South Korea won 1758.22 0.0005688 1195.50 0.0008365
Taiwan dollar 47.636 0.02099 32.390 0.03087
Thailand baht 49.379 0.02025 33.575 0.02978

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

Euro zone euro 1 1 0.6799 1.4707

1-mo. forward 1.0000 1.0000 0.6800 1.4707

3-mos. forward 1.0001 0.9999 0.6800 1.4706

6-mos. forward 1.0002 0.9998 0.6801 1.4704

Czech Rep. koruna-b 25.225 0.0396 17.152 0.0583

Denmark krone 7.4416 0.1344 5.0599 0.1976

Hungary forint 270.70 0.003694 184.06 0.005433

Norway krone 8.5487 0.1170 5.8127 0.1720

Poland zloty 4.1879 0.2388 2.8476 0.3512

Russia ruble-d 44.174 0.02264 30.036 0.03329

Sweden krona 10.1400 0.0986 6.8947 0.1450

Switzerland franc 1.5106 0.6620 1.0272 0.9736

1-mo. forward 1.5103 0.6621 1.0269 0.9738

3-mos. forward 1.5095 0.6625 1.0264 0.9743

6-mos. forward 1.5079 0.6632 1.0253 0.9753

Turkey lira 2.1852 0.4576 1.4858 0.6730

U.K. pound 0.9155 1.0923 0.6225 1.6064

1-mo. forward 0.9156 1.0922 0.6226 1.6063

3-mos. forward 0.9156 1.0922 0.6226 1.6063

6-mos. forward 0.9155 1.0923 0.6225 1.6065

MIDDLE EAST/AFRICA
Bahrain dinar 0.5544 1.8037 0.3770 2.6527

Egypt pound-a 8.0936 0.1236 5.5032 0.1817

Israel shekel 5.5166 0.1813 3.7510 0.2666

Jordan dinar 1.0409 0.9607 0.7078 1.4129

Kuwait dinar 0.4214 2.3731 0.2865 3.4902

Lebanon pound 2209.73 0.0004525 1502.50 0.0006656

Saudi Arabia riyal 5.5153 0.1813 3.7502 0.2667

South Africa rand 10.9751 0.0911 7.4625 0.1340

United Arab dirham 5.4018 0.1851 3.6730 0.2723

SDR -f 0.9270 1.0788 0.6303 1.5866

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 600 239.98 –4.76 –1.94% 21.9% –11.4%

 21 DJ Stoxx 50 2426.96 –49.66 –2.01 17.5% –12.1%

 34 Euro Zone DJ Euro Stoxx 265.91 –4.14 –1.53 19.3% –11.4%

 29 DJ Euro Stoxx 50 2838.22 –49.02 –1.70 15.8% –11.5%

 16 Austria ATX 2548.31 –41.08 –1.59 45.5% –17.9%

 14 Belgium Bel-20 2470.90 –20.29 –0.81 29.5% –15.0%

 12 Czech Republic PX 1159.4 –7.0 –0.60 35.1% –10.9%

 19 Denmark OMX Copenhagen 310.35 –7.52 –2.37 37.2% –14.2%

 15 Finland OMX Helsinki 6422.38 –171.38 –2.60 18.9% –13.5%

 16 France CAC-40 3758.36 –63.43 –1.66 16.8% –11.1%

 20 Germany DAX 5605.21 –96.84 –1.70 16.5% –9.2%

 … Hungary BUX 20795.61 –69.73 –0.33 69.9% 8.7%

 17 Ireland ISEQ 3314.57 –89.79 –2.64 41.5% –13.4%

 13 Italy FTSE MIB 22953.40 –285.65 –1.23 18.0% –16.8%

 … Netherlands AEX 308.52 –4.84 –1.54 25.4% –16.5%

 14 Norway All-Shares 365.17 –6.33 –1.70 35.1% –10.4%

 17 Poland WIG 38353.75 –158.89 –0.41 40.9% –0.1%

 17 Portugal PSI 20 8390.68 –20.13 –0.24 32.3% 1.9%

 … Russia RTSI 1242.23 –12.08 –0.96% 96.6% –4.8%

 11 Spain IBEX 35 11695.9 –157.4 –1.33 27.2% 2.2%

 15 Sweden OMX Stockholm 281.24 –6.15 –2.14 37.7% 6.2%

 14 Switzerland SMI 6275.44 –74.39 –1.17 13.4% –9.6%

 9 Turkey ISE National 100 47980.31 431.01 0.91% 78.6% 32.0%

 13 U.K. FTSE 100 5079.27 –60.10 –1.17 14.5% –2.3%

 53 ASIA-PACIFIC DJ Asia-Pacific 121.26 0.03 0.02 29.6% 2.5%

 … Australia SPX/ASX 200 4701.2 –32.9 –0.69 26.3% –4.6%

 … China CBN 600 24707.89 99.11 0.40 67.3% 40.0%

 23 Hong Kong Hang Seng 21050.73 –544.79 –2.52 46.3% 11.2%

 20 India Sensex 16781.43 61.93 0.37 73.9% 23.9%

 … Japan Nikkei Stock Average 10544.22 173.68 1.67 19.0% –12.2%

 … Singapore Straits Times 2667.43 –18.51 –0.69 51.4% 9.1%

 11 South Korea Kospi 1693.88 –17.59 –1.03 50.6% 12.8%

 19 AMERICAS DJ Americas 276.73 –4.06 –1.45 22.4% –12.1%

 … Brazil Bovespa 59864.74 –631.45 –1.04 59.4% 16.7%

 18 Mexico IPC 28468.28 –491.39 –1.70 27.2% 11.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sept. 24, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 20 ALL COUNTRY (AC) WORLD* 289.85 –0.47% 27.3% –14.1%

2.60% 21 World (Developed Markets) 1,137.89 –0.48% 23.7% –15.4%

2.40% 23 World ex-EMU 132.13 –0.59% 22.8% –15.3%

2.50% 23 World ex-UK 1,133.54 –0.56% 22.7% –15.1%

3.20% 20 EAFE 1,577.08 0.12% 27.4% –13.4%

2.50% 16 Emerging Markets (EM) 918.56 –0.41% 62.0% –3.9%

3.60% 14 EUROPE 85.07 0.19% 22.5% –15.5%

3.90% 14 EMU 182.46 0.08% 28.4% –15.7%

3.40% 16 Europe ex-UK 94.27 0.14% 21.5% –14.3%

4.20% 12 Europe Value 97.95 0.13% 26.3% –14.3%

2.90% 17 Europe Growth 71.72 0.26% 18.7% –16.9%

2.70% 17 Europe Small Cap 155.68 0.15% 54.2% –9.9%

2.30% 8 EM Europe 250.84 0.14% 57.9% –28.6%

4.00% 11 UK 1,529.88 –0.06% 16.4% –8.6%

2.80% 20 Nordic Countries 134.62 –0.29% 37.3% –17.6%

1.80% 7 Russia 674.62 –0.69% 63.7% –35.7%

3.40% 13 South Africa 680.45 –0.73% 17.5% –0.9%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 394.23 0.23% 59.4% 1.2%

1.70% -72 Japan 582.30 0.00% 9.9% –26.5%

2.30% 16 China 61.65 –0.30% 51.1% 5.7%

1.00% 20 India 663.44 –0.88% 79.7% 13.6%

0.90% 24 Korea 486.86 –0.26% 58.6% 20.5%

2.90% 31 Taiwan 270.35 –0.87% 55.9% –0.3%

2.00% 28 US BROAD MARKET 1,179.42 –1.07% 20.1% –16.6%

1.40% -47 US Small Cap 1,629.95 –1.28% 30.7% –13.8%

3.50% 14 EM LATIN AMERICA 3,618.08 –0.69% 74.1% –8.8%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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First signs that AIDS vaccine may work
An experimental regimen in Thailand trial shows a modest ability to protect people exposed to HIV

Global recovery contains a few dilemmas for the G-20

Thai Public Health Minister Witthaya Kaewparadai, right, talks with U.S.
Ambassador to Thailand Eric John at the news conference announcing the results.

A
ge

nc
e

Fr
an

ce
-P

re
ss

e/
G

et
ty

Im
ag

es

By Justin Lahart

There are signs the global econ-
omy is growing, after weathering
the worst world-wide recession
since the 1930s. But the severity
and scope of the crisis and the
downturn it provoked make the re-
covery’s pace highly uncertain, pos-
ing a dilemma for leaders at the
Group of 20 summit in Pittsburgh.

The stimulus efforts and other
programs they have put in place to
revive their economies are incredi-
bly costly, saddling countries
around the world with budget defi-
cits that weigh on growth. The In-
ternational Monetary Fund fore-
casts that in the next few years
debt levels for the Group of 20 lead-
ing and developing nations will av-
erage more than 100% of gross do-
mestic product—the value of all
goods and services produced by an
economy.

The unpredictability of the re-
covery is complicating decisions
that governments must consider. If
they keep support high—espe-
cially through fiscal stimulus pro-
grams—that could spur inflation.
Withdrawing support too soon
could derail a recovery.

When the G-20 met in April, the
world economy was reeling. Econo-
mists at Barclays Capital calculate
that global GDP fell at a 5.9% an-
nual rate in the first quarter, after a
similar decline in the fourth quar-
ter of 2008. Barclays estimates
that global GDP grew by 3% in the
second quarter, and that it will
grow by 3.9% in the soon-to-be-fin-
ished third quarter. For the year,

Barclays sees GDP falling by 1.2%,
which is in line with most other
forecasts.

IMF Managing Director Domin-
ique Strauss-Kahn warned Thurs-
day it is too early to begin “mop-
ping up” the effects of stimulus.
“For the time being, the biggest
danger is to slow down too
quickly,” he said on French radio
station Europe 1.

For 2010, however, forecasts
vary. The IMF, which will update its
estimate next month, said in July it
expects global economic output to
grow by 2.5% in 2010. Michael
Mussa, a former IMF chief econo-
mist who is with the Peterson Insti-
tute for International Economics,
is looking for 4.2% growth. In a re-
cent research report, Mr. Mussa in-
voked the “Zarnowitz rule,” named
after the late economist Victor Zar-
nowitz: Deep recessions tend to be
followed by abrupt recoveries.

While it is typical for an econ-
omy to grow much faster than nor-
mal after a downturn, quickly re-
turning GDP to its pre-recession
level, some economists worry that
the fallout from the global financial
crisis will stymie a fast recovery.

“One thing we have to be careful
of is that we don’t go into prema-
ture victory here,” said University
of Maryland economist Carmen
Reinhart, who examines the history
of financial crises’ fallout in a com-
ing book with Harvard University’s
Kenneth Rogoff, another former
IMF chief economist. “The message
to the G-20 is that the situation,
while encouraging, is still tenuous.”

In the post-World War II period,

it has taken, on average, two years
for a country’s GDP to recapture its
prior level, Ms. Reinhart and Mr.
Rogoff find. The main reason is the
shrinking of available credit
caused by hits to banks and other
lenders, which damps growth.

A second factor is the global na-
ture of the downturn. Rising ex-
ports tend to drive recoveries in cri-
sis-hit economies. But the crisis
has hit so many countries at once
that they can’t all export their way
to recovery. That could weigh on
growth, and intensify frictions
over trade.

In China, much of the stimulus
money the government has spent
has gone into investments in
plants and equipment that are
boosting the country’s productive
capacity, rather than boosting do-
mestic demand.

That will exacerbate China’s
need to increase its exports, said
Cornell University economist Es-
war Prasad. He worries that Japan
and Europe, too, will remain too re-
liant on exports for growth, plac-
ing U.S. households back in the
role of consumer of last resort. Af-
ter heavy real-estate and stock-
market losses, U.S. households
may not have the wherewithal to
play that role again—at least not
for long.

What about the recent sense that
many of the world’s economies ap-
pear to be turning around at the
same time? That might boost the
staying power of a global recovery,
say J.P. Morgan economists. Coun-
tries will feed off each other’s
growth, boosting confidence among

businesses and consumers, leading
to a self-sustaining recovery.

J.P. Morgan economist David
Hensley reckons it is too early for
countries to abandon their stimu-

lus efforts and start working on
shoring up budget deficits.

“Cautiously optimistic as we
are, I think that would be a mis-
take,” he said.

LEADING THE NEWS

By Gautam Naik

An experimental vaccine regi-
men has shown a modest ability to
protect people exposed to HIV, the
first time an investigational HIV vac-
cine has been shown to have this ef-
fect.

The results from the trial, which
involved more than 16,000 adults in
Thailand, indicated that the vaccine
regimen lowered the rate of con-
tracting HIV by 31% compared with
those taking a placebo, according to
the U.S. National Institutes of
Health, which helped fund the study.

“Additional research is needed
to better understand how this vac-
cine regimen reduced the risk of HIV
infection, but certainly this is an en-
couraging advance for the HIV vac-
cine field,” said Anthony Fauci, di-
rector of the National Institute of Al-
lergy and Infectious Diseases, which
is part of the NIH.

It is a rare piece of good news for
the field of AIDS vaccine research,
which has sponsored more than 100
vaccine trials since 1987 but with-
out any significant success. One of
the biggest setbacks occurred in
2007 when Merck & Co. ended a
closely watched trial after its experi-
mental vaccine failed to provide pro-
tection against HIV.

The latest results are sure to pro-
vide a further boost to AIDS vaccine
research. Earlier this month, an in-
ternational team of researchers said
they had discovered a pair of power-
ful new antibodies to HIV, providing
fresh leads in the attempt to find a
vaccine for AIDS. Any vaccine based

on that finding, however, is still
years away.

In the Thai trial, 74 of 8,198 peo-
ple who received placebo shots be-
came infected with HIV, compared
with 51 of 8,197 people who received
the vaccine, suggesting that the vac-
cine regimen could have reduced
the risk of being infected by 31%.

The regimen consists of two vac-
cines. One is a primer dose made by
Sanofi Pasteur, the vaccine division
of French drug maker Sanofi-Aven-
tis; the other is a booster dose devel-
opedbyVaxgenInc. andnowlicensed
to Global Solutions forInfectious Dis-
eases, in South San Francisco, Calif.

The vaccines are based to sub-
types of HIV strains that commonly
infect people in Thailand; one of
those subtype strains is also the one
most commonly found in the U.S.,
the NIH said.

HIV researchers still have a lot of
work ahead of them. They need to
understand why this particular two-
punch vaccine worked against the
HIV virus, which is a difficult foe be-
cause it constantly mutates. Scien-
tists also need to find a way to boost
the vaccine regimen’s efficacy be-
yond 31%.

“This is the beginning of the ef-
fort,” said Dr. Fauci, at a news brief-
ing in Washington Thursday morn-
ing. “It’s opened up a door for us to
ask some very important fundamen-
tal science questions as well as
some clinical questions.”

Among the questions: What char-
acteristics of immunity led to the
vaccines’ modest efficacy? And is it
possible to have a vaccine that

blocks acquisition of the virus or
that otherwise has a beneficial ef-
fect on viral load? These questions
“have been black boxes for us,” Dr.
Fauci added.

About 33 million people were liv-
ing with HIV world-wide in 2007,
the most recent year for which glo-
bal statistics were available, accord-
ing to the United Nations. That same
year, about two million people died
of AIDS and there were 2.7 million
new infections.

After rising for eight straight
years, annual global investment in
HIV vaccine research and develop-
ment fell $93 million, or 10%, to
$868 million in 2008, according to a

report backed by the U.N.
Patients who received the vac-

cine and still became infected didn’t
have lower levels of the HIV virus
than patients who received placebo
and got infected. That is a puzzling
finding, given that a partially effec-
tive vaccine would be expected to
help a patient’s immune system
fight the disease.

Researchers hope that the find-
ings from the Thai trial will attract
more money to the field. “At the
very least, these results give re-
searchers a platform on which to im-
prove and to validate animal models
and assays, and a way to attract new
investment and creative energy to

the field of AIDS vaccine R&D,” said
Wayne Koff, senior vice president
for research and development, in a
statement.

There are fears that the vaccine
news might get overblown. Action-
Aid, a poverty-fighting group,
warned that the incorrect assump-
tion that a silver bullet against AIDS
had been found “may lead men to re-
sume risky and coercive sexual prac-
tices, unless governments expand
prevention and education pro-
grammes.”

The Thai trial enrolled 16,402
men and women who were 18 to 30
years old and at various levels of
risk for HIV infection. The partici-
pants received the primer dose or a
placebo at enrollment and again af-
ter one month, three months and six
months. They received the booster
dose or placebo at three and six
months.

HIV tests were carried out on the
participants every six months, for
three years. At each clinic visit they
received counseling on how to avoid
becoming infected with HIV, the NIH
noted. Those who got infected have
been provided with medical care
and treatment, including antiretro-
viral therapy.

The trial was led by Supachai
Rerks-Ngarm of the Thai Ministry of
Public Health. It was funded by the
U.S. Army in collaboration with the
NIH, Sanofi and Global Solutions for
Infectious Diseases.
 -Ron Winslow contributed

to this article.

THE MART
BUSINESS OPPORTUNITIES CAPITALWANTED

SEEKING INVESTORS
Private Equity Investment in
2,000 acre California , U.S.A.

Ranching operation.
30% net annual return.
Seeking investments
up to $5 million.

www.primelambranches.com
Tel: (559)994-2838.
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Opportunity for
Seminar Promoters

Established US company in selfhelp industry
offers long term business opportunity with

huge growth
potential to successful

independent seminar promoters.
Llrt52@gmail.com
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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 09/23 USD 341.00 38.9 17.1 5.9
Sel Emerg Mkt Equity GL EQ GGY 09/23 USD 200.79 53.3 7.2 –11.2
Sel Euro Equity EUR US EQ GGY 09/23 EUR 95.87 28.4 –10.2 –21.1
Sel European Equity EU EQ GGY 09/23 USD 187.75 36.5 –8.0 –19.2
Sel Glob Equity GL EQ GGY 09/23 USD 188.14 31.0 –8.1 –18.8
Sel Glob Fxd Inc GL BD GGY 09/23 USD 140.99 9.3 1.5 –0.9
Sel Pacific Equity AS EQ GGY 09/23 USD 141.97 57.0 8.3 –8.5
Sel US Equity US EQ GGY 09/23 USD 119.50 18.6 –12.3 –17.6
Sel US Sm Cap Eq US EQ GGY 09/23 USD 170.24 30.2 –12.2 –17.7

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/23 EUR 27.65 5.4 –30.1 –43.8
MP-TURKEY.SI OT OT SVN 09/23 EUR 31.15 59.5 1.5 –23.0

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 09/23 EUR 3.32 58.1 –41.7 –40.3
Parex Eastern Europ Bal OT OT LVA 09/23 EUR 13.02 51.7 1.8 –3.4
Parex Eastern Europ Bd EU BD LVA 09/23 USD 13.84 58.7 5.6 1.3
Parex Russian Eq EE EQ LVA 09/23 USD 18.05 108.4 –5.2 –18.1

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 09/24 USD 162.77 46.8 10.0 –16.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/24 USD 155.26 45.9 9.1 –17.2
PF (LUX)-Biotech-Pca OT EQ LUX 09/23 USD 297.95 4.5 –12.8 –6.1
PF (LUX)-CHF Liq-Pca CH MM LUX 09/23 CHF 124.23 0.2 0.3 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/23 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/23 USD 108.96 34.0 13.3 –8.5
PF (LUX)-East Eu-Pca EU EQ LUX 09/23 EUR 276.05 106.7 –4.7 –23.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/24 USD 486.54 59.9 5.8 –15.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/23 EUR 97.28 27.2 –5.5 –16.9
PF (LUX)-EUR Bds-Pca EU BD LUX 09/23 EUR 381.47 2.2 6.1 2.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/23 EUR 290.30 2.2 6.1 2.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/23 EUR 144.27 15.5 15.2 5.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/23 EUR 101.42 15.5 15.2 5.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/23 EUR 138.11 53.1 7.8 –2.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/23 EUR 80.07 53.2 7.8 –2.5
PF (LUX)-EUR Liq-Pca EU MM LUX 09/23 EUR 135.88 0.9 1.8 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/23 EUR 97.92 0.9 1.7 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/23 EUR 102.38 0.5 1.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/23 EUR 101.02 0.5 1.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/23 EUR 393.58 28.6 –8.0 –21.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/23 EUR 128.09 26.6 –6.4 –19.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/23 USD 239.56 26.5 22.3 10.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/23 USD 162.96 26.5 22.2 10.8
PF (LUX)-Gr China-Pca AS EQ LUX 09/24 USD 320.88 50.8 16.5 –11.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/24 USD 335.23 74.9 16.7 –11.1
PF (LUX)-Jap Index-Pca JP EQ LUX 09/24 JPY 9140.58 12.2 –18.5 –21.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/24 JPY 8089.71 10.8 –22.4 –25.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/24 JPY 7859.65 10.3 –22.9 –26.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/24 JPY 4591.17 16.9 –16.2 –20.3
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/17 USD 49.70 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/24 USD 255.47 61.4 7.9 –9.7
PF (LUX)-Piclife-Pca CH BA LUX 09/23 CHF 775.38 12.5 1.5 –5.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/23 EUR 58.77 33.1 0.2 –15.4
PF (LUX)-Rus Eq-Pca OT OT LUX 09/23 USD 55.34 142.3 –2.5 NS
PF (LUX)-Security-Pca GL EQ LUX 09/23 USD 93.32 30.6 5.7 –9.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/23 EUR 441.07 35.2 –4.0 –18.0
PF (LUX)-US Eq-Ica US EQ LUX 09/23 USD 97.97 20.0 –10.2 –12.9
PF (LUX)-USA Index-Pca US EQ LUX 09/23 USD 85.99 18.6 –9.3 –15.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/23 USD 512.12 –3.4 5.3 6.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/23 USD 375.78 –3.4 5.3 6.1
PF (LUX)-USD Liq-Pca US MM LUX 09/23 USD 130.99 0.6 1.1 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/23 USD 85.53 0.6 1.1 2.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/23 USD 101.56 0.3 1.1 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/23 USD 100.85 0.3 1.1 NS
PF (LUX)-Water-Pca GL EQ LUX 09/23 EUR 115.90 12.5 –9.5 –13.7
PF (LUX)-WldGovBds-Pca GL BD LUX 09/24 USD 167.68 1.7 10.4 9.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/24 USD 138.79 1.7 10.4 9.0

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 09/23 USD 12.18 55.4 10.3 –8.0
Japan Fund USD JP EQ IRL 09/24 USD 17.58 19.7 21.6 0.6
Polar Healthcare Class I USD OT OT IRL 09/23 USD 12.30 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/23 USD 12.29 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 09/16 USD 117.08 102.9 27.9 5.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/23 EUR 690.21 22.5 –8.1 –17.5
Core Eurozone Eq B EU EQ IRL 09/23 EUR 814.75 23.9 –4.3 NS
Euro Fixed Income A EU BD IRL 09/23 EUR 1208.81 6.8 3.8 –2.0
Euro Fixed Income B EU BD IRL 09/23 EUR 1288.41 7.2 4.4 –1.4
Euro Small Cap A EU EQ IRL 09/23 EUR 1169.50 37.9 –6.8 –22.3
Euro Small Cap B EU EQ IRL 09/23 EUR 1250.71 38.6 –6.2 –21.8
Eurozone Agg Eq A EU EQ IRL 09/23 EUR 647.13 30.2 –4.5 –19.6
Eurozone Agg Eq B EU EQ IRL 09/23 EUR 928.51 30.8 –3.9 –19.1
Glbl Bd (EuroHdg) A GL BD IRL 09/23 EUR 1347.33 12.5 8.0 2.4
Glbl Bd (EuroHdg) B GL BD IRL 09/23 EUR 1427.76 13.0 8.8 3.0
Glbl Bd A EU BD IRL 09/23 EUR 1061.01 8.2 9.5 1.7
Glbl Bd B EU BD IRL 09/23 EUR 1128.15 8.7 10.2 2.4
Glbl Real Estate A OT EQ IRL 09/23 USD 870.37 30.6 –16.6 –20.6
Glbl Real Estate B OT EQ IRL 09/23 USD 895.85 31.1 –16.1 –20.1
Glbl Real Estate EH-A OT EQ IRL 09/23 EUR 780.22 24.4 –19.6 –22.1
Glbl Real Estate SH-B OT EQ IRL 09/23 GBP 73.35 23.7 –20.4 –21.7
Glbl Strategic Yield A EU BD IRL 09/23 EUR 1517.30 34.2 7.0 0.5
Glbl Strategic Yield B EU BD IRL 09/23 EUR 1621.03 34.8 7.6 1.2
Japan Equity A JP EQ IRL 09/23 JPY 12009.03 16.2 –14.3 –22.4
Japan Equity B JP EQ IRL 09/23 JPY 12778.93 16.7 –13.8 –22.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/23 USD 2156.03 67.6 18.5 –8.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/23 USD 2297.21 68.4 19.2 –7.6
Pan European Eq A EU EQ IRL 09/23 EUR 939.77 30.8 –4.8 –18.6
Pan European Eq B EU EQ IRL 09/23 EUR 1000.19 31.3 –4.4 –18.1
US Equity A US EQ IRL 09/23 USD 832.72 24.4 –9.9 –15.9
US Equity B US EQ IRL 09/23 USD 890.12 25.0 –9.4 –15.4
US Small Cap A US EQ IRL 09/23 USD 1236.91 23.0 –14.7 –16.7
US Small Cap B US EQ IRL 09/23 USD 1322.98 23.5 –14.2 –16.2

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/24 EUR 13.98 –1.0 18.0 12.5
Asset Sele C H-CHF OT OT LUX 09/24 CHF 97.06 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/24 GBP 98.14 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/24 JPY 9743.99 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/24 NOK 112.02 –0.5 NS NS
Asset Sele C H-SEK OT OT LUX 09/24 SEK 140.38 –1.5 18.9 12.8
Asset Sele C H-USD OT OT LUX 09/24 USD 98.01 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/24 SEK 131.74 –1.5 NS NS
Choice Global Value -C- GL EQ LUX 09/24 SEK 71.20 18.3 –12.0 –24.2
Choice Global Value -D- OT OT LUX 09/24 SEK 68.22 18.3 –12.0 NS
Choice Global Value -I- OT OT LUX 09/24 EUR 6.28 29.1 –15.1 –26.9
Choice Japan Fd -C- OT OT LUX 09/24 JPY 49.51 10.1 –18.5 –23.1
Choice Japan Fd -D- OT OT LUX 09/24 JPY 44.51 10.1 –18.5 –23.1
Choice Jpn Chance/Risk JP EQ LUX 09/24 JPY 51.60 15.2 –20.3 –25.4
Choice NthAmChance/Risk US EQ LUX 09/24 USD 3.81 35.9 –9.7 –14.2
Ethical Europe Fd OT OT LUX 09/24 EUR 1.89 26.5 –10.2 –22.9
Europe 1 Fd OT OT LUX 09/24 EUR 2.71 30.0 –8.8 –22.8
Europe 3 Fd EU EQ LUX 09/24 EUR 3.91 28.2 –10.2 –23.3
Global Chance/Risk Fd GL EQ LUX 09/24 EUR 0.57 20.9 –8.5 –17.9
Global Fd -C- OT OT LUX 09/24 USD 2.07 24.6 –10.7 –17.1
Global Fd -D- OT OT LUX 09/24 USD 1.30 24.6 NS NS
Nordic Fd OT OT LUX 09/24 EUR 5.35 30.8 1.0 –14.2

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/24 USD 6.92 52.8 18.1 –12.8
Choice Asia ex. Japan -D- OT OT LUX 09/24 USD 1.22 52.7 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/24 EUR 10.43 –4.5 –2.1 0.1
Currency Alpha EUR -RC- OT OT LUX 09/24 EUR 10.34 –4.8 –2.5 –0.3
Currency Alpha SEK -ID- OT OT LUX 09/24 SEK 96.98 –8.2 –6.1 NS
Currency Alpha SEK -RC- OT OT LUX 09/24 SEK 104.36 –4.8 –2.5 –0.3
Generation Fd 80 OT OT LUX 09/24 SEK 7.44 16.5 –3.3 –13.8

Nordic Focus EUR NO EQ LUX 09/24 EUR 75.45 51.2 0.1 NS
Nordic Focus NOK NO EQ LUX 09/24 NOK 79.96 51.2 0.1 NS
Nordic Focus SEK NO EQ LUX 09/24 SEK 81.12 51.2 0.1 NS
Russia Fd OT OT LUX 09/24 EUR 7.71 130.9 6.8 –16.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/24 USD 1.72 23.8 –9.1 –16.3
Ethical Glbl Fd -C- OT OT LUX 09/24 USD 0.81 17.0 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/24 USD 0.79 32.4 –6.0 –15.3
Ethical Sweden Fd NO EQ LUX 09/24 SEK 39.14 42.0 15.0 –7.9
Index Linked Bd Fd SEK OT BD LUX 09/24 SEK 13.06 2.5 4.4 5.0
Medical Fd OT EQ LUX 09/24 USD 3.07 7.2 –8.0 –9.6
Short Medium Bd Fd SEK NO MM LUX 09/24 SEK 8.80 1.1 2.2 2.6
Technology Fd -C- OT OT LUX 09/24 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 09/24 USD 2.35 50.7 8.8 –8.4
World Fd -C- OT OT LUX 09/24 USD 28.35 NS NS NS
World Fd -D- OT OT LUX 09/24 USD 2.15 34.2 0.3 –10.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/24 EUR 1.27 0.1 0.2 1.2
Short Bond Fd EUR -D- OT OT LUX 09/24 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/24 SEK 21.94 1.8 2.7 2.7
Short Bond Fd USD US MM LUX 09/24 USD 2.49 –0.2 0.3 1.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/24 SEK 10.28 2.2 0.5 0.8
Alpha Bond Fd SEK -B- NO BD LUX 09/24 SEK 8.90 2.2 0.5 0.8
Alpha Bond Fd SEK -C- NO BD LUX 09/24 SEK 25.73 2.1 0.4 0.6
Alpha Bond Fd SEK -D- NO BD LUX 09/24 SEK 8.01 2.1 0.4 0.6
Alpha Short Bd SEK -A- NO MM LUX 09/24 SEK 11.08 2.5 3.1 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/24 SEK 10.14 2.6 3.1 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/24 SEK 21.67 2.5 3.0 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/24 SEK 8.20 2.5 3.0 3.1
Bond Fd SEK -C- NO BD LUX 09/24 SEK 42.39 2.0 9.7 6.4
Bond Fd SEK -D- NO BD LUX 09/24 SEK 12.31 2.1 9.8 5.8
Corp. Bond Fd EUR -C- EU BD LUX 09/24 EUR 1.24 13.8 13.4 2.7
Corp. Bond Fd EUR -D- EU BD LUX 09/24 EUR 0.95 13.9 13.5 2.5
Corp. Bond Fd SEK -C- NO BD LUX 09/24 SEK 12.35 14.9 8.6 1.4
Corp. Bond Fd SEK -D- NO BD LUX 09/24 SEK 9.33 14.9 8.6 1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/24 EUR 103.28 –0.6 6.1 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/24 EUR 107.66 3.9 10.8 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 09/24 SEK 1086.83 3.9 10.8 NS
Flexible Bond Fd -C- NO BD LUX 09/24 SEK 21.34 2.3 5.7 4.4
Flexible Bond Fd -D- NO BD LUX 09/24 SEK 11.67 2.3 5.7 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/24 USD 2.48 60.9 12.7 –10.1
Eastern Europe Fd OT OT LUX 09/24 EUR 2.48 43.0 –8.8 –19.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/24 SEK 25.96 54.7 27.2 –14.9
Eastern Europe SmCap Fd OT OT LUX 09/24 EUR 2.43 83.1 –2.0 –22.3
Europe Chance/Risk Fd EU EQ LUX 09/24 EUR 999.55 31.1 –10.7 –24.9
Listed Private Equity -C- OT OT LUX 09/24 EUR 122.37 48.6 –38.6 NS
Listed Private Equity -IC- OT OT LUX 09/24 EUR 71.56 73.2 –28.2 NS
Listed Private Equity -ID- OT OT LUX 09/24 EUR 69.44 68.3 –30.3 NS
Nordic Small Cap -C- OT OT LUX 09/24 EUR 126.27 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/24 EUR 126.57 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/24 SEK 78.64 –1.8 –15.6 –14.1
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/24 EUR 100.49 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/24 SEK 100.48 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/24 USD 101.64 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/24 SEK 71.84 –1.8 –15.7 –15.4
Asset Sele Opp C H NOK OT OT LUX 09/24 NOK 104.49 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/24 SEK 103.45 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/24 EUR 104.27 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/24 GBP 104.47 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/24 SEK 104.23 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/24 EUR 102.68 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/24 GBP 103.04 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/24 GBP 102.81 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 09/17 AED 6.56 43.0 –28.3 –11.5

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 09/22 EUR 29.22 3.0 –5.5 1.3
Bonds Eur Corp A OT OT LUX 09/22 EUR 22.77 9.8 10.4 1.9
Bonds Eur Hi Yld A OT OT LUX 09/22 EUR 19.86 49.4 6.9 –3.8
Bonds EURO A OT OT LUX 09/22 EUR 40.81 3.4 10.5 5.7
Bonds Europe A OT OT LUX 09/22 EUR 39.02 3.0 9.1 4.8
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 09/23 USD 36.25 14.9 15.1 9.0
Bonds World A OT OT LUX 09/22 USD 42.85 7.6 13.1 9.6
Eq. China A OT OT LUX 09/23 USD 22.25 48.9 27.4 –17.9
Eq. ConcentratedEuropeA OT OT LUX 09/23 EUR 26.45 28.4 –7.3 –19.9
Eq. Eastern Europe A OT OT LUX 09/23 EUR 20.68 56.5 –20.5 –29.4
Eq. Equities Global Energy OT OT LUX 09/22 USD 17.76 24.6 –19.1 –12.7
Eq. Euroland A OT OT LUX 09/23 EUR 10.46 14.1 –13.1 –22.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/23 EUR 17.24 25.5 –8.3 –17.3
Eq. EurolandFinancialA OT OT LUX 09/22 EUR 11.93 41.6 –11.0 –21.6
Eq. Glbl Emg Cty A OT OT LUX 09/22 USD 9.22 54.2 4.1 –14.3
Eq. Global A OT OT LUX 09/22 USD 26.78 27.3 –6.5 –17.5
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 09/23 USD 28.86 38.0 24.0 0.2
Eq. Japan Sm Cap A OT OT LUX 09/18 JPY 1142.03 26.1 4.9 –16.8
Eq. Japan Target A OT OT LUX 09/24 JPY 1809.83 15.6 1.4 –9.3
Eq. Pacific A OT OT LUX 09/23 USD 9.92 55.4 11.0 –13.0
Eq. US ConcenCore A OT OT LUX 09/23 USD 21.09 29.8 –0.1 –10.9
Eq. US Lg Cap Gr A OT OT LUX 09/23 USD 14.53 34.7 –9.7 –14.2
Eq. US Mid Cap A OT OT LUX 09/23 USD 28.20 40.7 –3.4 –14.2
Eq. US Multi Strg A OT OT LUX 09/23 USD 20.58 28.8 –10.6 –16.3
Eq. US Rel Val A OT OT LUX 09/23 USD 20.10 29.4 –10.9 –19.1
Eq. US Sm Cap Val A OT OT LUX 09/22 USD 16.49 27.4 –25.3 –22.8
Eq. US Value Opp A OT OT LUX 09/22 USD 16.05 23.8 –21.5 –23.7
Money Market EURO A OT OT LUX 09/23 EUR 27.37 0.9 2.0 3.2
Money Market USD A OT OT LUX 09/22 USD 15.83 0.5 1.2 2.3

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 09/24 JPY 9336.00 8.5 –17.4 –29.5
YMR-N Small Cap Fund OT OT IRL 09/24 JPY 7463.00 16.3 –2.6 –27.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/24 JPY 6346.00 7.5 –22.7 –29.8
Yuki 77 Growth JP EQ IRL 09/24 JPY 5999.00 1.4 –28.1 –34.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/24 JPY 6810.00 9.1 –19.9 –28.7
Yuki Chugoku JpnLowP JP EQ IRL 09/24 JPY 8464.00 3.3 –14.9 –22.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/24 JPY 6902.00 2.0 –25.6 –30.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/24 JPY 4685.00 3.0 –25.5 –30.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/24 JPY 5423.00 2.7 –22.2 –24.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/24 JPY 5462.00 16.1 –3.9 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/24 JPY 4469.00 5.2 –29.2 –33.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/24 JPY 4803.00 6.9 –28.5 –33.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/24 JPY 6868.00 12.6 –22.7 –29.2
Yuki Mizuho Jpn Gen OT OT IRL 09/24 JPY 8771.00 9.4 –19.0 –29.5
Yuki Mizuho Jpn Gro OT OT IRL 09/24 JPY 6569.00 5.1 –17.6 –30.9
Yuki Mizuho Jpn Inc OT OT IRL 09/24 JPY 7844.00 –1.4 –25.4 –28.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/24 JPY 5249.00 5.3 –22.3 –28.6
Yuki Mizuho Jpn LowP OT OT IRL 09/24 JPY 12574.00 11.0 –7.6 –18.1
Yuki Mizuho Jpn PGth OT OT IRL 09/24 JPY 8249.00 8.0 –22.2 –31.7
Yuki Mizuho Jpn SmCp OT OT IRL 09/24 JPY 7661.00 24.9 0.9 –26.0
Yuki Mizuho Jpn Val Sel OT OT IRL 09/24 JPY 5809.00 11.9 –16.2 –25.1
Yuki Mizuho Jpn YoungCo OT OT IRL 09/24 JPY 3137.00 31.4 –6.6 –28.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/24 JPY 5013.00 11.4 –25.4 –32.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/24 JPY 5529.00 8.4 –20.5 –30.6

Continued from previous page

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/31 EUR 99.61 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 09/11 GBP 1.03 9.1 NS NS
Global Absolute EUR OT OT NA 09/11 EUR 1.52 9.8 NS NS
Global Absolute USD OT OT GGY 09/11 USD 1.93 9.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 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 European Fd EUR OT OT CYM 07/31 EUR 150.94 1.3 –3.2 –0.9
Integrated Multi St N EUR OT OT VGB 06/30 EUR 100.26 NS NS NS
Integrated Multi St N GBP OT OT VGB 06/30 GBP 100.52 NS NS NS
Integrated Multi St N USD OT OT VGB 06/30 USD 99.97 NS NS NS
Integrated Strategic Fund-MS Z EUR OT OT VGB 06/30 EUR 100.00 NS NS NS

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 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 09/18 USD 343.66 78.9 –24.6 –33.5
Antanta MidCap Fund EE EQ AND 09/18 USD 616.48 112.7 –41.4 –37.2
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 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 09/22 USD 46.23 –44.4 –12.7 11.1
Superfund GCT USD* OT OT LUX 09/22 USD 2354.00 –35.6 –12.8 6.1
Superfund Gold A (SPC) OT OT CYM 09/22 USD 960.75 –17.7 16.6 19.3
Superfund Gold B (SPC) OT OT CYM 09/22 USD 964.71 –28.6 14.0 18.5
Superfund Q-AG* OT OT AUT 09/22 EUR 6733.00 –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 –7.8 –8.5 2.7
Winton Evolution GBP Cls G OT OT CYM 08/31 GBP 1176.95 –7.9 –8.0 3.5
Winton Evolution USD Cls F OT OT CYM 08/31 USD 1164.15 –8.2 –8.5 2.6
Winton Futures EUR Cls C OT OT VGB 08/31 EUR 190.11 –7.7 2.5 12.0
Winton Futures GBP Cls D OT OT VGB 08/31 GBP 205.01 –7.6 3.1 13.2
Winton Futures JPY Cls E OT OT VGB 08/31 JPY 13445.13 –8.9 –0.3 9.0
Winton Futures USD Cls B OT OT VGB 08/31 USD 673.80 –8.2 1.7 11.9

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Jaguar to shut
plant in U.K.
amid cost cuts

AvtoVAZ to slash 27,000 jobs
Russian auto maker to reduce employment by a quarter as Lada brand falls behind times

Waitrose aims for wider reach with smaller stores

GM, India’s REVA to develop electric minicar

By Will Bland

And Andrew Langley

MOSCOW—Russia’s largest auto
maker OAO AvtoVAZ, which pro-
duces Lada cars, Thursday said it
plans to slash 27,600 jobs as the
country’s first recession in a decade
forces the company to address long-
standing inefficiencies.

AvtoVAZ’s Lada brand was
launched in Soviet times, and has
failed since then to keep up with the
technology and designs of its leaner
foreign rivals. The company now
risks falling further behind as local
rival OAO GAZ Group revives its car-
making business as part of a consor-
tium taking over General Motors
Co.’s European unit, Opel.

State-controlled AvtoVAZ will
lay off more than a quarter of its
102,000 workers and cut production
at its plant in Togliatti, on the Volga
river, to 65% of capacity, or 500,000
cars a year. Last year, the company
made almost a quarter of the 2.7 mil-
lion vehicles sold in Russia, but that
share steadily has been eroded by
foreign car makers, led by GM and
Ford Motor Co.

Increasingly prosperous Rus-
sians had rushed to buy these more
modern cars instead of the boxy-
looking Ladas, setting the country
on course to becoming Europe’s larg-
est car market last summer—before
demand crashed in the wake of the
economic crisis.

AvtoVAZ’s owners sought a for-
eign partner to cash in on the de-
mand. Hopes were raised last year,
when they sold a 25% share to
French car maker Renault SA,
whose locally assembled Logan
model has been one of the most pop-
ular cars in Russia.

Renault agreed to transfer tech-
nology as part of that deal, and last
September received Œ220 million
($324 million) in exchange for intel-
lectual property used in the Logan.

But the deal hasn’t yet yielded
significant results—the two compa-
nies are developing a joint produc-
tion line by 2012—and AvtoVAZ’s
productivity remains far below the
industry average. It manufactured
eight cars per employee in 2008,
while Renault’s factory in Moscow
made 28 Logans per employee.

AvtoVAZ says that it’s unfair to
assess productivity in this way be-
cause its workers perform tasks,
such as making car bodies and com-
ponents, that international car mak-
ers outsource.

“AvtoVAZ could cut half of its
work force and still be able to pro-
duce cars,” said Elena Sakhanova,
an analyst at VTB Capital in Mos-
cow. “The company would also bene-
fit from implementing just-in-time

delivery of components, lean manu-
facturing techniques and energy-
saving technology,” she added.

AvtoVAZ’s failure to adapt to Rus-
sia’s more competitive car market
was underlined late last year, as the
market shrank by 50%, but AvtoVAZ
failed to adjust production.

The company last year reported
a net loss of 25 billion rubles ($832.8
million) and required an emergency
government loan for the same
amount in order to stave off credi-
tors.

The company is now seeking
state guarantees on its debt, and
newly appointed Chief Executive
Igor Komarov, a former executive at
mining giant OAO Norilsk Nickel,
has said that the main objective this
year is to avoid bankruptcy.

“The company was being man-
aged like a monopoly, when it
should have been preparing for a
new market,” said Pyotr Zolotaryov,
leader of AvtoVAZ’s independent
union, Unity.

The inertia of AvtoVAZ’s manage-
ment contrasts with the response of
GAZ, whose controlling share-
holder, metals tycoon Oleg Deri-
paska, has sought the expertise of
foreign managers, most recently
bringing in as chairman Bo Anders-
son, former vice president at GM.

GAZ had all but dumped the car
business in favor of producing vans
and minibuses, but the Opel deal
may now catapult the company to
the top of the Russian market by
bringing together GM’s sought-af-
ter technology and GAZ’s familiar
brand and dealership network.

Until last month, AvtoVAZ was
led by Boris Alyeshin, a former avia-
tion engineer who has served as dep-
uty prime minister during Vladimir
Putin’s first term as president.
Thursday’s staff cuts were negoti-
ated by Mr. Komarov, Mr. Alyeshin’s
successor, who is the first AvtoVAZ
chief executive with senior manage-
ment experience outside the com-
pany.

CORPORATE NEWS

By Jonathan Buck

LONDON—Auto maker Jaguar
Land Rover said Thursday it would
close one of its two plants in Bir-
mingham, England, in the next five
years without making compulsory
layoffs, but it warned that future
hires would be paid 20% less than
workers earn now.

A union vowed to oppose the
plans while the British government
applauded the preservation of jobs
and a decision to produce a new
model at another U.K. plant.

The company, a subsidiary of In-
dia’s Tata Motors Ltd., said it would
shutter one of its plants in the West
Midlands in a bid to trim costs as it
reduces engineering complexity for
its new product range.

Its two West Midlands plants are
Birmingham’s Solihull, which em-
ploys 5,000 workers; and Castle Bro-
mwich, which employs 2,000.

One of the facilities will close by
2014. The plants’ work forces will be
consolidated to cope with “more vol-
ume and more product,” said a
spokesman for Jaguar Land Rover.

The company also said it would
add 800 jobs at its Halewood plant
in Liverpool. The plant currently em-
ploys 2,000 workers. Jaguar Land
Rover has 14,500 employees.

Crimped by recession, manufac-
turing capacity utilization has
dropped to less than 60% as new-car
sales world-wide have fallen by
more than a quarter. Land Rover
sales in 2008 fell to 186,500 vehicles
from 226,000 in 2007, while sales of
Jaguars dropped to 60,500 cars
from 65,500 over the same period.

The company has responded
with aggressive action in the past
year. It cut annual production by
100,000 vehicles, axed 2,500 jobs,
froze pay and scrapped bonuses, but
that didn’t prevent the car maker
from swinging to a loss in 2008 from
a profit in 2007.

It said Thursday it would reduce
variable costs through volume
growth, especially in emerging mar-
kets, combined with low-cost coun-
try sourcing. A spokesman denied a
suggestion that manufacturing jobs
would be transferred to India.

Other cost cuts will include pen-
sion restructuring, lower employ-
ment costs for new hires and a focus
on information technology and busi-
ness simplification. Future employ-
ees will be hired at a starter rate
that is 20% below current rates.

“Our employment costs in the
U.K. are high,” Jaguar Land Rover
said. “We have terms and conditions
that are generous even by automo-
tive industry standards. Although
there are no proposals to change
pay rates or salary levels for exist-
ing employees, if we are to be com-
petitive and preserve employment
in the U.K. in the long term, we have
to reduce the wages and salaries we
offer to our new hires.”

*forecast  
Sources: Ernst & Young; Association of European 
Businesses (2009 forecast)
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Russia's increasingly prosperous population has shunned AvtoVAZ's 
Ladas in favor of cars with more modern designs.

By Nikhil Gulati

NEW DELHI—General Motors
Co. and REVA Electric Car Co. of In-
dia said they will jointly develop an
electric version of GM’s Chevrolet
Spark minicar, with the goal of intro-
ducing it within a year.

GM also plans to market another
version of the Spark, with a 0.8-liter
gasoline engine, in India next year,
Karl Slym, president and managing
directorof General Motors India,told
reporters. The current version of the
minicar has a 1-liter gasoline engine.

While auto makers such as GM

and Ford Motor Co. are trying to ex-
pand their market share in India by
launchingsmallcars,theyareincreas-
ing their focus globally on vehicles
poweredbyalternatefueltocutpollu-
tion and reduce dependency on fossil
fuels. As many as 41 new electric cars
were displayed at the recently con-
cluded Frankfurt auto show, includ-
ing two new models from REVA,
which is based in Bangalore.

“GM India and REVA began feasi-
bility studies for electric cars 10
months ago,” said Chetan Maini,
REVA deputy chairman and chief
technology officer.

Earlier this year, GM showcased
itslong-rangeelectriccar,theChevro-
let Volt, which will go into production
in late 2010. REVA already sells a bat-
tery-powered namesake minicar.

The Indian market will be the
“first priority” for selling the elec-
tric version of Spark, said GM India’s
Mr. Slym said.

He said GM India may consider
lending the electric-vehicle technol-
ogy to other GM units world-wide. “I
am trying to make sure that this tech-
nologyreacheswhereverSparkissold
globally.” GM also will consider mak-
ingelectricversionsofitsexistingand

future small cars in India through its
collaboration with REVA, he said.

REVA’s Mr. Maini said the two
companies are working on long- and
short-range versions of the electric
Spark, based on the distance it can
travel on one battery charge. “Stud-
ies have shown that almost 94% of
cars are used for an average of 80 ki-
lometers a day,” he said. He added
that pricing will be announced
closer to the vehicle’s launch.

GMIndia,whichmakescarssuchas
the Chevrolet Tavera utility vehicle,
hatchbackAveoU-VAandOptrasedan,
expectstosell75,000vehiclesin2009.

Future employees
will be hired
at a rate that is 20%
below current rates.

By Lilly Vitorovich

LONDON—Waitrose said Thurs-
day it will expand its footprint in the
U.K. convenience market by opening
smaller-format stores.

The U.K.-based high-end grocer
also plans to sell some of its food in
branches of health and beauty chain
Boots.

Waitrose, which operates 215 su-
permarkets around the country, will
test out smaller stores, measuring
between 2,000 and 4,000 square
feet, in the new year, with the poten-
tial to open up to 300 outlets.

The smaller stores will compete
against Marks & Spencer Group
PLC’s Simply Food convenience
chain as well as Tesco PLC and J
Sainsbury PLC smaller stores. Wait-
rose, which is owned by John Lewis
Partnership PLC, already operates
two convenience stores, measuring
between 5,000 and 7,000 square
feet. It will open another two in Octo-
ber and December.

The company is in talks with
Boots, a division of Alliance Boots,
about trying to sell “very selective
product ranges in each others’

stores.” The two parties are in the
process of rebranding Boots-owned
pharmacies located in 13 Waitrose
stores under the name Boots Phar-
macy. That effort is scheduled to be
completed by the end of November.

“By opening up these new chan-
nels and formats, we’ll be making
Waitrose accessible to more custom-
ers in more places and we’ll be able
to create thousands of new jobs,”
said Mark Price, Waitrose’s manag-
ing director.

Another nine Waitrose stores
will be opened at Welcome Break mo-
torway service stations.

Last week, Waitrose posted a
16% rise in first-half operating
profit to £121.1 million ($198.1 mil-
lion) compared with a year earlier,
helped by a 7.4% rise in sales to £2.18
billion.

Sales from stores open at least a
year, excluding fuel were up 1.8% fol-
lowing the introduction of Wait-
rose’s Essential grocery-store label.
The label was launched in response
to similar ranges at Sainsbury and
Marks & Spencer.

John Lewis Partnership, which
also owns 28 John Lewis depart-
ment stores, is employee owned.
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Gl Value A GL EQ LUX 09/23 USD 10.88 28.2 –11.8 –23.6
Gl Value B GL EQ LUX 09/23 USD 10.02 27.2 –12.6 –24.4
Gl Value I GL EQ LUX 09/23 USD 11.54 28.8 –11.2 –23.0
India Growth A - OT OT LUX 09/23 USD 114.14 NS NS NS
India Growth AX OT OT LUX 09/23 USD 99.70 72.6 19.6 –4.5
India Growth B - OT OT NA 09/23 USD 119.90 NS NS NS
India Growth BX OT OT LUX 09/23 USD 85.46 71.4 18.5 –5.5
India Growth I EA EQ LUX 09/23 USD 103.17 73.1 20.1 –4.2
Int'l Health Care A OT EQ LUX 09/23 USD 127.59 8.7 –9.5 –12.2
Int'l Health Care B OT EQ LUX 09/23 USD 107.92 7.9 –10.4 –13.0
Int'l Health Care I OT EQ LUX 09/23 USD 139.10 9.3 –8.8 –11.5
Int'l Technology A OT EQ LUX 09/23 USD 101.38 38.6 –2.0 –14.8
Int'l Technology B OT EQ LUX 09/23 USD 88.09 37.6 –3.0 –15.7
Int'l Technology I OT EQ LUX 09/23 USD 113.43 39.4 –1.3 –14.2
Japan Blend A JP EQ LUX 09/23 JPY 6013.00 12.1 –17.4 –25.1
Japan Growth A JP EQ LUX 09/23 JPY 5908.00 6.2 –17.4 –25.3
Japan Growth I JP EQ LUX 09/23 JPY 6066.00 6.8 –16.7 –24.7
Japan Strat Value A JP EQ LUX 09/23 JPY 6061.00 17.5 –18.1 –25.5
Japan Strat Value I JP EQ LUX 09/23 JPY 6209.00 18.2 –17.4 –24.9
Real Estate Sec. A OT EQ LUX 09/23 USD 13.93 30.6 –13.2 –19.0

Real Estate Sec. B OT EQ LUX 09/23 USD 12.77 29.6 –14.1 –19.8
Real Estate Sec. I OT EQ LUX 09/23 USD 14.94 31.3 –12.5 –18.3
Short Mat Dollar A US BD LUX 09/23 USD 7.13 8.3 –0.4 –7.9
Short Mat Dollar A2 US BD LUX 09/23 USD 9.52 8.7 –0.4 –7.9
Short Mat Dollar B US BD LUX 09/23 USD 7.13 8.0 –0.9 –8.3
Short Mat Dollar B2 US BD LUX 09/23 USD 9.48 8.2 –0.9 –8.3
Short Mat Dollar I US BD LUX 09/23 USD 7.13 8.7 0.1 –7.4

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 09/22 GBP 7.84 17.7 1.7 –8.8
Andfs. Borsa Global GL EQ AND 09/22 EUR 6.24 7.6 –17.6 –19.6
Andfs. Emergents GL EQ AND 09/22 USD 16.06 60.6 3.5 –10.1
Andfs. Espanya EU EQ AND 09/22 EUR 13.54 25.1 2.8 –10.2
Andfs. Estats Units US EQ AND 09/22 USD 14.23 16.7 –14.5 –15.8

Andfs. Europa EU EQ AND 09/22 EUR 7.70 18.7 –6.6 –17.2
Andfs. Franca EU EQ AND 09/22 EUR 9.45 14.2 –9.9 –18.7
Andfs. Japo JP EQ AND 09/22 JPY 515.31 17.6 –11.0 –20.7
Andfs. Plus Dollars US BA AND 09/22 USD 9.25 9.7 –1.7 –7.0
Andfs. RF Dolars US BD AND 09/22 USD 11.22 9.8 6.5 –0.1
Andfs. RF Euros EU BD AND 09/22 EUR 10.72 19.7 8.3 –1.9
Andorfons EU BD AND 09/22 EUR 14.28 19.7 5.6 –4.2
Andorfons Alternative Premium OT OT AND 07/31 EUR 95.97 3.9 –14.7 –8.8
Andorfons Mix 30 EU BA AND 09/22 EUR 9.38 15.9 –4.3 –10.4
Andorfons Mix 60 EU BA AND 09/22 EUR 9.02 11.0 –14.6 –17.2

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 09/18 USD 228099.43 69.1 14.7 –6.4

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 09/24 EUR 9.15 –5.4 –7.4 –3.2
DJE-Absolut P GL EQ LUX 09/24 EUR 194.24 10.8 –2.3 –10.4
DJE-Alpha Glbl P EU BA LUX 09/24 EUR 170.74 11.0 0.3 –7.0
DJE-Div& Substanz P GL EQ LUX 09/24 EUR 205.26 17.4 3.9 –7.3
DJE-Gold&Resourc P OT EQ LUX 09/24 EUR 159.54 22.0 5.4 –6.5

DJE-Renten Glbl P EU BD LUX 09/24 EUR 128.48 7.4 7.9 2.7
LuxPro-Dragon I AS EQ LUX 09/24 EUR 142.06 53.0 32.5 –11.1
LuxPro-Dragon P AS EQ LUX 09/24 EUR 138.45 52.6 31.8 –12.2
LuxTopic-Aktien Europa EU EQ LUX 09/24 EUR 17.32 20.9 7.3 –3.5
LuxTopic-Pacific AS EQ LUX 09/24 EUR 14.29 57.9 –0.6 –18.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 09/16 USD 43.47 25.7 NS NS
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/15 SAR 5.70 20.2 –31.8 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2
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Insider charge in Dell deal
Perot employee made
an illicit $8.6 million,
SEC claims in suit

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

Source: WSJ Market Data Group (share price)

Stock surge
The SEC's lawsuit alleges that Reza Saleh bought thousands of call options 
on Perot Systems shares based on insider information. The SEC claims Mr. 
Saleh sold all his options, netting $8.6 million, shortly after the Dell deal was 
announced and Perot Systems shares surged.
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Marvel CEO got options
just prior to Disney deal
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By Ethan Smith

And Joann S. Lublin

Marvel Entertainment Inc.
Chief Executive Isaac “Ike” Perl-
mutter was granted stock options
for more than a million shares in
the weeks after a subordinate
opened discussions with Walt Dis-
ney Co. that ultimately led to a
merger agreement, according to a
filing Disney submitted to the Secu-
rities and Exchange Commission.

Mr. Perlmutter stands to reap
more than $34 million from the 1.27
million options, granted at strike
prices ranging from $23.15 to
$25.86—around half the $50 Disney
has agreed to pay for each Marvel
share as part of its $4 billion acquisi-
tion, which was announced Aug. 31.

According to the filing, David
Maisel, chairman of Marvel’s film di-
vision, met with Disney Chief Execu-
tive Robert Iger on Feb. 18, 2009,
“to discuss ways in which the rela-
tionship between the two compa-
nies could be expanded.”

The document, filed late Tues-
day, adds that Mr. Maisel didn’t
mention the meeting to anyone else
at Marvel, including his boss, Mr.
Perlmutter, because the conversa-
tion was “general” in nature.

Less than two weeks later, on
March 2, Mr. Perlmutter was granted
options for 514,354 Marvel shares
with an exercise price of $25.86.

On March 23, he was granted op-
tions to buy an additional 750,000
shares for $23.15 each.

According to a timeline in the fil-
ing, months passed and Messrs. Iger
and Maisel next met again on June
2. This time, the Marvel executive
told the Disney chief “that he would
pass on the interest expressed by
Mr. Iger to Mr. Perlmutter.”

Talks accelerated rapidly from
there, with numerous executives from
both companies meeting throughout
the summer, culminating in the
merger agreement reached Aug. 30.

At the time of the March 2 grant,
the company said 514,354 options
were a reward for the company’s
2008 performance. In the compa-
ny’s latest proxy statement, the
board compensation committee
said the option grant occurred a
month after it dropped plans to in-
stead bestow restricted shares val-
ued at $4.3 million.

The company described the
March 23 award of 750,000 options
as part of an agreement to extend
Mr. Perlmutter’s contract, which
had been due to expire in November
of this year. Renewing an employ-
ment contract so far in advance “is
a little unusual,” said Mark Reilly, a
partner at 3C, Compensation Con-

sulting Consortium, who hasn’t
done work for Marvel or Disney.

The proximity of the options
grants to the first meeting was re-
ported Wednesday by Footnoted.org,
an executive-compensation blog.

For years, Marvel in early March
has awarded its executives re-
stricted stock, not options. Only Mr.
Perlmutter received options instead
of restricted stock this year, accord-
ing to a filing, which said the options
“could provide him with a greater in-
centive to continue and improve
upon his strong performance.”

According to another Marvel fil-
ing, Mr. Perlmutter in April of this
year did a “net exercise” of 333,333
stock options, garnering 21,149
shares.

Mr. Perlmutter holds about
28.9 million shares of Marvel, or
around 37%.

Asked about the Marvel op-
tions, Disney said “the filing
speaks for itself.”

Although Mr. Perlmutter’s abil-
ity to exercise the options was ini-
tially spread over several years, the
Disney deal changes that. “Mr. Per-
lmutter’s options will become fully
vested immediately prior to the
completion of the merger,” the fil-
ing says.

Whether the two option grants
to Mr. Perlmutter violated securi-
ties law would partly depend on
whether any Marvel board mem-
bers were aware of the Maisel-Iger
meeting, according to a New York
securities lawyer.

“If the board didn’t know, they
didn’t do anything wrong,” the secu-
rities lawyer said. But if board mem-
bers were aware of a possible busi-
ness combination, the lawyer con-
tinued, “that certainly is a securi-
ties law violation.”

The filing says Mr. Maisel didn’t
disclose the meeting to “anyone
else at Marvel.”

Mr. Maisel’s background is in cor-
porate strategy, not in the creative
side of the film business, and he was
named as a senior executive at Mar-
vel Studios in 2004, largely in order
to bolster the film unit’s fiscal disci-
pline. People close to Marvel say he
regularly meets with executives of
other entertainment companies to
discuss issues such as strategic alli-
ances and distribution deals.

The company’s SEC S-4 filing said
that Mr. Maisel had met “periodi-
cally” in the past with Mr. Iger on
such subjects. The document offers
details of a merger or acquisition.

Asked to specify when or how of-
ten other such meetings had taken
place, a Marvel spokesman said Mr.
Maisel was unavailable. The deal is
still subject to shareholder approval.

By Kara Scannell

Wall Street’s watchdog accused
an employee of H. Ross Perot’s in-
vestment firm of reaping $8.6 mil-
lion in illicit profits from Dell Inc.’s
takeover of Perot Systems Corp., in
one of the biggest insider-trading
cases in years.

The case involves a prominent
technology deal in an otherwise
slow year for mergers, and shows
the U.S. Securities and Exchange
Commission under new leaders in-
stalled by the Obama administra-
tion is moving quickly to prosecute
suspicious trading.

The SEC Wednesday filed a civil
lawsuit against Reza Saleh, 53 years
old, an employee of Parkcentral
Capital Management LP, and ac-
cused him of using insider informa-
tion to trade in his personal broker-
age accounts ahead of Dell’s an-
nouncement Monday that it was
buying the technology-services pro-
vider for $3.9 billion.

Calls to Mr. Saleh’s home and his
attorney weren’t returned. A spokes-
man for Perot Systems referred all
questions to an outside public-rela-
tions agency, which didn’t respond
to requests for comment.

A spokesman for Parkcentral, a
Plano, Texas, hedge fund that man-
ages money for the Perot family,
said: “We were very disappointed
to learn of the alleged actions of our
employee, Reza Saleh. We have very
clear policies in place that prohibit
actions such as those alleged by the
Securities and Exchange Commis-
sion, and we have placed Mr. Saleh
on immediate administrative leave
pending the outcome of this investi-
gation. We are of course cooperat-
ing fully with federal regulators and
will continue to do so.”

Mr. Saleh has worked for various
Perot entities and sometimes at-
tended Perot Systems planning
meetings, the SEC said. Mr. Saleh
also had two work email accounts,
including one with Perot Systems.

The SEC alleges that Mr. Saleh
spoke with a director of Perot Sys-
tems, who isn’t identified and isn’t
accused of wrongdoing, before the
deal with Dell was announced to the
public. In the deal, Dell agreed to pay
$30 a Class A share of Perot Sys-
tems—a 68% premium to Perot’s
closing price Friday of $17.91.

The SEC claims Mr. Saleh used
two brokerage accounts to buy thou-
sands of stock options on Perot Sys-

tems in the weeks before the deal,
and then sold all the options Mon-
day after the deal was announced
and Perot shares surged, boosting
the value of the options.

The alleged profit in the case is
among the largest amounts in an
SEC insider-trading case against an
individual in recent years. In 2007,
the SEC brought civil charges
against a Hong Kong couple for buy-
ing shares of Dow Jones & Co. and
selling after it became publicly
known that News Corp. had made
overtures to the media company’s
board. The couple were accused of
reaping $8 million in illegal profits.
They settled the case without admit-
ting or denying wrongdoing.

That same year, the SEC brought
its biggest insider-trading case
since the 1980s’ Ivan Boesky era
when it filed lawsuits against 13 Wall
Street players, including senior em-
ployees at Morgan Stanley and UBS
AG, who were accused of netting $15
million in illegal profits. Several of
those former employees later
pleaded guilty to criminal charges.

The SEC is seeking an asset
freeze on Mr. Saleh’s brokerage ac-
counts and a return of the profits he
made on the trades.

The complaint doesn’t say ex-
actly how Mr. Saleh allegedly
learned of the Dell deal in advance.
In court papers, the SEC said Mr.
Saleh had access to a printer that
had been used to print confidential
information about the takeover be-
fore it became public.

Between Sept. 4 and 18, Mr. Saleh
began buying call options, which give
the holder the right to buy stock at a
specific future time and price, accord-
ing to the SEC complaint filed in U.S.
district court in Dallas.

Around that time, several Perot ex-
ecutives and board members, includ-
ing Perot Systems Chairman Emeri-
tus Mr. Perot, became aware of the
takeover negotiations, the SEC said.

Mr. Perot, the former presidential
candidate, was identified by title but
not by name in the complaint. The
SEC doesn’t accuse him of any wrong-
doing. The public-relations firm for
Perot Systems didn’t respond to re-
quests to speak with Mr. Perot.

The SEC noted that another Perot
Systems director is also an officer of
Parkcentral. The second director
also isn’t accused of wrongdoing.

The SEC alleges Mr. Saleh began
asking questions about the potential
takeover on or around Sept. 8 to the
Perot Systems director and that his
questions demonstrated he knew
the deal would be done at a premium
to Perot’s stock price. The conversa-
tion with the director, the SEC said,
“confirmed” for Mr. Saleh that the
deal was moving forward.

Mr. Saleh bought additional call
options for Perot stock, the SEC al-
leges. When the deal was announced
Monday and Perot stock shot up, Mr.
Saleh sold the contracts for a hefty
profit, the SEC alleges.

Mr. Saleh withdrew $5,000 from
hisaccount on Monday and attempted
to withdraw $55,000 more but was
turneddownbyhisbroker at TDAmer-
itrade Inc. after it temporarily froze
his accounts upon being contacted by
the SEC, the complaint said.

The SEC contacted Mr. Saleh
Monday afternoon and, the SEC al-
leges, he then told the director that
he traded based on his knowledge of
the takeover talks. Mr. Saleh also
told the director that no one told
him about the deal but “he put the
pieces together prior to his trad-
ing,” according to an SEC document.

Mr. Saleh violated Parkcentral’s
trading policies, which require an em-
ployee to pre-clear trades of securi-
ties of any individual companies, in-
cluding Perot Systems, the SEC said.
 —Susan Warren and

Leslie Eaton contributed
to this article.
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CanWest sells stake in Ten

Kurdish fallout slams DNO stock

H&M’s profit increases
August sales lagged,
but retailer widens
plan for new stores

Suntory to buy Orangina
for more than $3.3 billion

CORPORATE NEWS

H&M CEO Karl-Johan Persson at a Stockholm store Thursday. The retailer now expects to open 240 new stores this year.

By Ola Kinnander

STOCKHOLM—Hennes & Mau-
ritz AB on Thursday posted a 4.1%
rise in fiscal third-quarter net profit
and expanded its goal for opening
stores, but reported disappointing
August sales.

The Sweden-based retail chain’s
new chief executive, Karl-Johan Pers-
son, said H&M is seeing more oppor-
tunities to expand around the world,
including in the U.S. and Japan, as
other retailers hit worse by the slow-
down are forced to give up attractive
store locations.

The fast-fashion company, which
has weathered the slowdown better
than most retailers, raised its goal for
the number of new stores it will open
this year to 240 from 225. It had 1,840
stores in 27 countries as of Aug. 31.

Mr. Persson said H&M will focus
most of its near-term expansion on
the U.S., U.K., Germany, France,
Spain, China and Japan.

“New interesting city locations
keep coming up in the downturn,”
said Mr. Persson, the 34-year-old
grandson of the founder and son of
the majority owner. “We’re finan-
cially strong, so we can take advan-
tage of these opportunities,” he
added. “We feel that we can hit the
gas pedal.”

H&M, the world’s third-largest
fashion chain by revenue behind
U.S.-based Gap Inc. and Spain’s Indi-
tex SA, reported net profit of 3.46 bil-
lion Swedish kronor ($505.2 million)
for the three months ended Aug. 31,
up from 3.33 billion kronor a year ear-
lier. Revenue increased 13% to 23.55
billion kronor.

But total sales in August fell 3%
from a year earlier, while sales from
stores open longer than a year fell
11%. Analysts had forecast total sales
would rise 3.8% and same-store sales
would fall 6.1%.

“In retrospect, it can be con-
cluded that H&M was too cautious
when planning its purchasing vol-
umes of summer garments,” the re-
tailer said. “This had a negative im-
pact on sales particularly in August.”

In Germany—H&M’s top market,
where it generates about a quarter of
its sales—clothing sales overall fell
5% in August, according to industry
journal Textilwirtschaft. In Sweden,
also a big market for the company, ap-
parel sales during the month fell
5.4%, according to the Swedish Retail
Institute.

The U.S., where H&M has 175
stores, “continues to be a very tough
market,” Mr. Persson said. “There’s
tough price competition and fewer
shopping bags out on the street. But
we still see a lot of long-term poten-
tial in the U.S.”

Mr. Persson added that H&M’s
U.S. plans include opening two stores
in Orlando, Fla., this fall.

Looking ahead, H&M said it plans
to start offering online sales in the
U.K. in the fall of 2010.

By Hiroyuki Kachi

And Kazuhiro Shimamura

TOKYO—Suntory Holdings Ltd.
said it has agreed to acquire pri-
vately held European beverage
maker Orangina Schweppes Group,
as the Japanese beverage giant
looks to embark on a major offen-
sive in the global soft drinks market.

Suntory will buy Orangina for
more than 300 billion yen, or about
$3.3 billion, from private-equity buy-
out firms Blackstone Group and
Lion Capital, a person close to the
matter said separately. The amount
compares with $2.6 billion that the
private-equity owners paid in 2006
for Orangina, maker of the popular
sparkling orange beverage of the
same name.

Another person close to the deal
said Wednesday that the price tag is
2.6 billion euros ($3.83 billion).

The purchase reflects the need of
Japanese food and beverage compa-
nies to advance into overseas mar-
kets, given falling domestic sales
caused by a shrinking population
and weak economy.

As well as extending its market
reach globally, the acquisition will
also boost Suntory’s range of soft
drink offerings in Japan, where beer
sales are forecast to contract 9.8%
through 2013, while those of soft
drinks are expected to grow 7.8%, ac-
cording to Business Monitor Interna-
tional.

Suntory and Blackstone will sign
a contract by around mid-October, a
company spokeswoman said. The
company expects to conclude the
transaction process, including gov-
ernment approval, by as late as
early November, she added.

The Japanese beverage maker
said Orangina, which had about 138
billion yen in sales in 2008, is ex-
pected to increase its sales to 140 bil-
lion yen this year and to 146 billion
yen in 2010.

Suntory is in merger talks with
Tokyo-based counterpart Kirin
Holdings Co., the completion of
which would create a beverage giant
with sales of 3.8 trillion yen based
on 2008 earnings. That includes
about 1.2 trillion yen worth of beer
sales.

Both Suntory and Kirin have
been working to increase their over-
seas presence in response to the
gloomy economic outlook back
home. Buying Orangina would
greatly advance these efforts as Sun-
tory has little presence in Europe,
while Kirin produces and sells beer
there but on a much smaller scale
than in other markets.

Suntory this year paid more than
600 million euros for Groupe
Danone SA’s Australian and New
Zealand drinks business Frucor.

Elsewhere, Suntory sells soft
drinks in the U.S. through local joint
venture Pepsi Bottling Ventures,
and sells its canned Boss brand cof-
fee in Malaysia and Singapore.

By Lyndal McFarland

MELBOURNE, Australia—Cana-
da’s CanWest Global Communica-
tions Corp. said it has sold its 50.1%
stake in Australian television broad-
caster Ten Network Holdings Ltd.
for around 680 million Australian
dollars, or about US$592 million, to
help pay down debt.

The sale ends months of specula-
tion that CanWest would dump its
stake in Ten, which operates one of
Australia’sthreecommercialfree-to-
air television networks. It also opens
up Ten Network’s share register and
couldeventuallyputthebroadcaster—
which targets younger viewers with
programs such as “The Simpsons”
and “NCIS”—in play.

CanWest, Canada’s largest me-
dia group, has faced significant debt
problems and has been locked in
tough negotiations with bond hold-
ers for months. CanWest said Thurs-
day that it will pay down some of its
debt with the proceeds of the sale.

CanWest sold the shares to Mac-
quarie Capital Advisers. A person fa-
miliar with the situation said Mac-
quarie Capital is looking to on-sell
the shares to institutional investors
at A$1.30 a share—a 5.1% discount to
Ten’s latest traded price of A$1.37.

CanWest’s stake sale comes after

a strong rally in Ten’s share price,
which hit an all-time low of 61 Aus-
tralian cents in March, and just over
two years after CanWest failed to
find a buyer for Ten at the right
price. Reports at the time said a num-
ber of private-equity groups looked
at Ten, but balked at the A$3 a share
CanWest was reportedly seeking.

Last month, Ten issued new shares
at A$1.15 each but the group said
Thursday no new shares will be issued
as part of the current sale process.
 —David Rogers in Sydney

contributed to this article.

By Spencer Swartz

And Elizabeth Adams

Shares in Norwegian oil explorer
DNO International ASA plunged
46% Thursday as investors assessed
the likely financial damage from the
Kurdish government’s decision to
halt the company’s operations in
northern Iraq.

Meanwhile, Norway’s financial-
crimes agency said it was investigat-
ing whether any laws were broken
when the autonomous Kurdish gov-
ernment last October bought 44 mil-
lion DNO shares to help the com-
pany raise funds so it could prevent
any disruption to its operations in
the region.

News of the assistance surfaced
in recent days, embarrassing the
Kurdish government and triggering
a decision Monday to suspend
DNO’s oil-drilling operations for as
many as six weeks.

The Oslo Stock Exchange last
week released details about the Kur-
dish government’s stock purchase
in response to a freedom-of-informa-

tion request from a Norwegian news-
paper. The government said in a let-
ter to the stock exchange Sept. 19
that none of its officials financially
benefited from the deal.

In a separate letter to DNO that
the Kurdish government released
publicly Monday, the government
told the company it believed the rev-
elations by the stock exchange
caused “unjustifiable and incalcula-
ble harm” to its reputation. The gov-
ernment said it was suspending
DNO’s Turkish operations for as
many as six weeks.

A government official said Tues-
day that the government needed to
talk with the company about what
actions it wanted DNO to take. The
government hasn’t responded to re-
quests for comment since Tuesday.
DNO Chief Executive Helge Eide said
Tuesday the company hoped to dis-
cuss the matter with the govern-
ment as soon as possible.

The negative outlook for DNO
sent the company’s shares down to
3.61 Norwegian kroner (62 cents) on
Thursday in Oslo.

Trading in the shares was sus-
pended Monday at DNO’s request,
as the Kurdistan-focused company
sought time to contain the damage
from the Kurdish government’s deci-
sion to halt its oil operations. Trad-
ing resumed Thursday.

DNO said it was examining the
possibility of listing its shares on an-
other stock exchange.

A spokesman for the Oslo Stock
Exchange Thursday reiterated that
the exchange stands by its decision
to release details about the role
played by the Kurdish government
in DNO’s capital-raising effort.

The government bought the DNO
shares through an HSBC Holdings
PLC account in London. The shares
were sold in March and April for a to-
tal profit of $15 million to $17 mil-
lion, according to a person familiar
with the matter.

While unusual, the government’s
stock-buying role doesn’t appear to
have broken any laws. But the gov-
ernment hasn’t said publicly who ac-
tually profited from the ownership
of DNO’s stock.

Buying activity
Suntory’s recent acquisitions

¥300 billion - Orangina 
Schweppes, Sept. 2009

¥1 billion - Nichirei Foods’ ‘Acerola’ 
soft-drink business, Sept. 2009

¥75 billion - Frucor Group of New 
Zealand, Feb. 2009

¥1 billion - Connecto, a Japanese 
manufacturer of herbal products, 
Sept. 2008

¥1 billion - Mozart Distillerie 
GmbH, an Austria premium spirits 
maker, June, 2008

¥4 billion - 50% stake in Thai soft 
drink maker Tipco F&B, Oct. 2007

Note: Deal values are approximate
Source: Suntory
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Gl Bond A US BD LUX 09/23 USD 9.21 10.8 10.6 4.7

Gl Bond A2 US BD LUX 09/23 USD 15.78 11.0 10.6 4.7
Gl Bond B US BD LUX 09/23 USD 9.21 10.0 9.5 3.7
Gl Bond B2 US BD LUX 09/23 USD 13.86 10.3 9.5 3.7
Gl Bond I US BD LUX 09/23 USD 9.21 11.2 11.3 5.3
Gl Conservative A US BA LUX 09/23 USD 14.68 13.9 2.5 –4.8
Gl Conservative A2 US BA LUX 09/23 USD 16.61 13.9 2.5 –4.8
Gl Conservative B US BA LUX 09/23 USD 14.67 13.1 1.5 –5.8
Gl Conservative B2 US BA LUX 09/23 USD 15.82 13.1 1.5 –5.8
Gl Conservative I US BA LUX 09/23 USD 14.73 14.6 3.4 –4.1
Gl Eq Blend A GL EQ LUX 09/23 USD 11.28 26.2 –12.9 –23.4
Gl Eq Blend B GL EQ LUX 09/23 USD 10.62 25.4 –13.7 –24.1
Gl Eq Blend I GL EQ LUX 09/23 USD 11.87 27.0 –12.2 –22.8
Gl Growth A GL EQ LUX 09/23 USD 40.11 24.4 –14.1 –23.3
Gl Growth B GL EQ LUX 09/23 USD 33.57 23.5 –14.9 –24.0
Gl Growth I GL EQ LUX 09/23 USD 44.44 25.1 –13.4 –22.6
Gl High Yield A US BD LUX 09/23 USD 4.20 51.5 12.5 1.7
Gl High Yield A2 US BD LUX 09/23 USD 8.78 52.4 12.4 1.6
Gl High Yield B US BD LUX 09/23 USD 4.20 50.2 11.0 0.5
Gl High Yield B2 US BD LUX 09/23 USD 14.16 51.4 11.4 0.7
Gl High Yield I US BD LUX 09/23 USD 4.20 52.3 13.4 2.4
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Euro Money Market, Stable
These funds place an emphasis on capital preservation, by limiting maturity to less than 90
days and and maintaining a high level of average credit quality. Ranked on % total return (div-
idends reinvested) in U.S. dollars for one year ending September 24, 2009

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

NS Giustiniano Intesa Previdenza EURiItaly 11.52 8.51 7.79 NS
Monetario SIM SpA

5 GermanRent A Sparkasse EURiAustria 9.29 7.10 7.00 6.62
Oberösterreich Kag m.b.H.

5 DnB NORD DnB NORD LTL iLithuania 11.09 6.08 7.21 7.13
Money Market Fund Investment management UAB

3 Legg Mason Legg Mason Managed EURiLuxembrg 13.29 6.06 5.95 6.43
Euroland Cash A Solutions SICAV (Lux)

4 CAN Ahorro 1 Gesnavarra EURiSpain 8.91 5.60 6.66 6.66
FI

4 BarReserve A Sparkasse EURiAustria 8.10 5.41 5.68 6.23
Oberösterreich Kag m.b.H.

4 Pharus SICAV Pharus Sicav EURiLuxembrg 9.81 5.39 6.69 6.53
Liquidity

3 Foncaixa Invercaixa Gestión EURiSpain 7.18 5.14 3.96 5.21
Monetario Euro Deuda FI

NS PrevidLavoro Intesa Previdenza EURiItaly 9.83 5.12 6.25 NS
BOT + SIM SpA

5 Prosperity Allianz Invest KAG EURiAustria 8.00 4.82 6.40 6.88
Mündel Euro Cash A mbH

Tokyo shares march higher;
Metallurgical slips on debut
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Dollar lending continues
Central banks extend
programs to January;
cutting easy money

AIG executive labors under yoke

FUND SCORECARD
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By Chris Oliver

And Colin Ng

Japanese shares made a solid
showing on their first trading day af-
ter an extended holiday, but Hong
Kong stocks came under pressure
from a disappointing start for the ini-
tial public offering of Metallurgical
Corp. of China, the city’s biggest so
far this year.

In Tokyo, the Nikkei Stock Average
of 225 companies ended 1.7% higher

at 10544.22, sup-
ported by advances
in other markets
during a five-day
holiday, as well as

gains in chip-related stocks. Thurs-
day’s session marked the final day to
buy stocks ahead of a cutoff date that
can affect dividend payments.

Investors in the chip sector were
cheered by upbeat comments from In-
tel Chief Executive Paul Otellini ear-
lierin theweek.Hesaid heexpectsper-
sonal-computer sales for the year to
be flat to slightly higher.

Tokyo Electron rose 5.7%, Toshiba
gained 3.8% and Elpida Memory
climbed 4.8%.

Japan Airlines fell 16% on uncer-
tainty over the carrier’s efforts to re-
structure. After the market closed,
President and Chief Executive Haruka

Nishimatsu said the company has
asked the Japanese government for
public funds to boost its capital base.

In Hong Kong, the benchmark
Hang Seng Index ended 2.5% lower at
21050.73.

Metallurgical Corp. ended the day
at 5.61 Hong Kong dollars (72 U.S.
cents), or 12% below its IPO price.
“The sentiment is not supportive to
the debut,” said Conita Hung, head of
equity markets at Delta Asia Finan-
cial. “I think the IPO price was a bit
pricey.”

Elsewhere, the Shanghai Compos-
ite gained 0.4%. Australia’s ASX/S&P
500 fell 0.7%, South Korea’s Kospi
Composite shed 1% and Singapore’s
Straits Times Index declined 0.7%. In-
dian stocks rose 0.4%.

Resource stocks moved lower af-
ter base metals prices fell Wednesday.
In Australia, BHP Billiton was down
1.6% and Rio Tinto lost 1.3%. In South
Korea, Posco shed 1.8%.

Singapore’s Noble Group added
7.8% as it resumed trade after Tues-
day’s news that sovereign-wealth
fund China Investment Corp. bought
a 15% stake in the company for
US$850 million. “We view CIC’s in-
vestment positively,” Nomura ana-
lysts said in a report.
 —Leslie Shaffer

contributed to this article.

By Emese Bertha

And Jon Hilsenrath

The European Central Bank and
other leading central banks Thurs-
day said they would extend opera-
tions that lend out U.S. dollars to fi-
nancial institutions through Janu-
ary to further cushion money mar-
kets, but they took other steps to
slowly rein in emergency measures.

The Bank of England and the
Swiss National Bank took similar ac-
tion and the Bank of Japan also said

it will continue operations to pro-
vide dollar liquidity into January.

However, the ECB said it will
stop making U.S. dollar loans for
terms of 84 days, a long stretch that
the bank said had been meeting “lim-
ited demand.” Instead, it will pro-
vide the loans only for seven-day pe-
riods, in deals in which the central
bank swaps dollars for ECB-eligible
collateral. The ECB retains the right
to restart the 84-day tender “if
needed,” along with other dollar-li-
quidity-providing operations that
have been discontinued.

The Federal Reserve also said it
will cut back one of its longer-term
lending operations, which provides
84-day loans to banks. That pro-
gram, called the Term Auction Facil-
ity, will be scaled back in the coming

months to only 28-day loans.
Both steps were an effort by the

central banks to slowly wean finan-
cial institutions off of easy central-
bank money.

In agreement with the Swiss Na-
tional Bank, the ECB will also con-
tinue to hold Swiss franc liquidity-
providing swap operations until
Jan. 31, “to support further improve-
ments in the short-term Swiss franc
funding markets.” Separately, the
SNB said it, the ECB and the Hungar-
ian and Polish central banks will con-
duct euro-Swiss franc foreign-ex-
change swaps with a term of seven
days through January 2010.

The BOE said in a separate state-
ment it will “continue to keep its U.S.
dollar repo operations under review
in the light of market conditions.”

counts at Lexington as a deputy to
Kevin Kelley, who had turned the
unit into a crown jewel for its parent.

Last December, Mr. Eastwood
was showering at a Houston hotel
when an AIG executive called with
word that Mr. Kelley was leaving
with his top aide to join a rival. Mr.
Eastwood was asked to take over.

Mr. Eastwood caught a flight
back to Boston, where Lexington is
based, alert to the danger that
Mr. Kelley’s departure might spark
an exodus. “By the time I get back to
100 Summer Street, will I be the
only one left in the building?” he re-
calls thinking.

The Rhode Island native
launched a campaign to persuade
people to stay.

One pivotal moment came in an
employee Webcast, where Mr. East-
wood spoke and then asked other top
Lexington executives to talk, too. “To
me, it was about securing the top and
working my way down,” he says.

After the bailout, AIG estab-
lished retention programs that
called for giving thousands of em-
ployees bonuses ranging from
$92,500 to $4 million. AIG hasn’t dis-
closed how much specific individu-
als at Lexington or elsewhere in the
company were promised.

“They went up to Boston with a

bag of money,” says one person fa-
miliar with the matter.

Mr. Eastwood says compensa-
tion hasn’t been “a central theme of
the conversations.”

The bonuses were distinct from
the controversial payments that
went to employees of the financial-
products unit whose problems
largely sparked the bailout.

There were tense moments.
Shortly after taking over, Mr. East-
wood called Geof McKernan, the
head of NSM Insurance Group, an
agency in Conshohocken, Pa.

“Are you calling to tell me every-
thing is OK?” Mr. McKernan asked,
according to both men. “What are

you going to do when the top 10 peo-
ple in your organization walk out in
one week?”

“I don’t think that’s going to hap-
pen,” Mr. Eastwood replied.

Mr. Eastwood got credit for keep-
ing the top Lexington staff largely in-
tact, though the threat isn’t gone.

According to people familiar
with the matter, a rival insurer tried
last month to hire a Lexington execu-
tive who had been Mr. Eastwood’s
peer before he got the top job at the
unit. AIG responded to the at-
tempted raid by promoting the exec-
utive to a position outside Lexing-
ton, and he stayed.

Since taking over at Lexington,

Mr. Eastwood also has hit the road,
traveling to more than 20 cities
from San Diego to London to meet
with customers and brokers, some
of whom already were nervous be-
cause of the bailout.

In January, Mr. Eastwood went
to Charlotte, N.C., and met with
Steve DeCarlo, who heads an insur-
ance brokerage, AmWINS Group
Inc., which does more than $150 mil-
lion of business with Lexington. “He
understands the challenge ahead of
him,” Mr. DeCarlo says. “He’s no-
body’s dummy.”

It helps that AIG still is a huge
player in commercial insurance, so
finding alternatives at a competitive
price can be hard, says Jim Rubel, an
executive vice president at Lockton
Inc., a Kansas City, Mo., brokerage.

Many customers also are com-
forted by the billions of dollars
that AIG’s insurance units have for
paying claims and oversight of
AIG’s claims-paying strength by
state insurance regulators. In
May, Wyndham Worldwide Corp.
renewed a policy with Lexington
that provides $25 million of cover-
age for property damage at hun-
dreds of the Parsippany, N.J., com-
pany’s hotels.

Mr. Driver, the Stanford risk man-
ager, hasn’t ruled out a return to
AIG. “We just want to step back and
see how they develop,” he says.

Mr. Eastwood says the situation
“feels a lot more stable.”

This month, he spoke again to
Mr. McKernan and asked the Penn-
sylvania insurance executive how
things were going.

“AIG’s not having any negative ef-
fect on my business. You’ve been
able to keep your team together,”
Mr. McKernan said. “So I’m happy.”

Continued from page 17
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Although he had nothing to do with causing
the mess that forced the U.S. government to
swoop in, the fate of AIG hinges largely on
the actions of executives like Mr. Eastwood.
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Paper trail
Market share of U.S. consumption of 
the type of coated paper at issue

Produced in 
China and Indonesia

Produced 
in U.S.

First half 2008 First half 2009

46%

15%

39%

29%

NewPage in Escanaba, Mich., is 
one of the three U.S. paper firms 
that filed an antidumping case 
against China and Indonesia on
the eve of the G-20 summit.
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Chevron files trade suit
in legal fight in Ecuador

H-P uses clout to undercut PC rivals

Paper enters trade fight
U.S. firms, union
accuse Indonesia,
China of dumping

CORPORATE NEWS

An Ecuadorean community leader protests after a Chevron shareholders’ meeting in
California last year. A lawsuit accuses Chevron of environmental damage in Ecuador.

By Kris Maher

PITTSBURGH—Three paper com-
panies and the United Steelworkers
have filed an antidumping case
against China and Indonesia, making
good on the union’s threat to protect
other U.S. industries after winning a
recent trade decision against China.

The petitioners said the timing of
their complaint, made Wednesday
on the eve of the G-20 economic sum-
mit here, was coincidental. But it
threatens to raise tensions between
the U.S. and its trading partners, par-
ticularly China, which is smarting
from President Barack Obama’s deci-
sion this month to place hefty tariffs
on imported Chinese tires.

The complaint alleges China and
Indonesia have been dumping tons
of shiny, coated paper used, for ex-
ample, in car brochures and annual
reports. The case is being pursued
through a different legal avenue
than the one that yielded the tire tar-
iffs and doesn’t require approval by
Mr. Obama.

But it nonetheless puts the
White House in a delicate position,
especially since Chinese delegates
are expected to confront the admin-
istration with allegations of protec-
tionist moves by Washington. Lead-
ers of the G-20 have pledged to re-
sist efforts to curb job losses in their
countries by restricting access to
their markets. A White House
spokesman declined to comment.

Gilbert B. Kaplan, a Washington
attorney for the petitioners, said
the complaints weren’t timed to the
G-20 economic summit. He said the
four separate petitions alleging

dumping and subsidies by the two
countries—totaling more than
2,000 pages—“have been prepared
for some time.”

The companies need to prove to
the U.S. Commerce Department that
the governments of China and Indo-
nesia provided subsidies to coated-
paper producers, and that imports
were sold in the U.S. at prices below
the home-market price or the cost
of production. The petitioners also
need to show the U.S. International
Trade Commission that the paper
imports caused material injury to
the American market or threaten to.
“We have very strong evidence on
all the factors which are necessary
to prove this case,” Mr. Kaplan said.

A spokesman for Indonesia’s
Trade Ministry declined to com-
ment because the government
hadn’t yet viewed the antidumping
petitions.

A spokesman at the Chinese Min-
istry of Commerce said: “The rising
trade protectionism is worrying. The
U.S. should be aware that trade pro-
tectionism is a double-edged sword
and will do no good to either side.”

The tire case was brought under
a special provision for countries to
temporarily shield their markets
from disruptions caused by China’s
entry into the global trading sys-
tem. The paper case, by contrast, is
a more conventional trade dispute.

The case highlights the growing
role of labor unions in U.S. trade is-
sues. During last year’s election cam-
paign, Mr. Obama promised to get
tougher on trade—a pledge that
won him union votes. Unions now
want him to make good on his prom-
ise and viewed the tire tariffs as a
crucial step.

“Neither the companies nor the
union will tolerate being obliterated
without asking our government to
investigate and enforce the rules of
fair trade,” said Leo Gerard, presi-
dent of the Steelworkers union.

The Steelworkers represent
about 6,000 hourly workers at pa-
per mills in nine U.S. states operated
by the three companies that joined
in the complaint. The filings claim
that imports of coated paper grew
nearly 40% in the first six months of
2009—to 185,422 tons—compared
with the same period last year; ship-
ments by domestic producers, at the
same time, were estimated to have
fallen by about 38%.

China and Indonesia are thought
to account for nearly 30% of the U.S.
market for coated paper in the first
half of 2009, nearly double their
share from the first half of 2008. To-
tal U.S. sales for coated paper in
2008 were estimated at $1.8 billion.

Mark Suwyn, executive chairman
of NewPage Corp., one of the paper
companies that filed the petitions,
said the rapid growth of Chinese pa-
per imports—estimated at $269 mil-
lion in 2008—showed that paper
was being dumped. “It’s a commod-
ity business,” he said, “so the only
way they could grow that big is by
coming in with predatory pricing.”

The other paper companies in-
volved in the case are Appleton
Coated LLC of Kimberly, Wis., and
Sappi Fine Paper North America,
the U.S. arm of South Africa’s Sappi
Ltd. A Commerce Department
spokesman said the agency has 20
days to determine if the petitions
meet the statutory requirements to
begin an investigation.

The U.S. companies allege China
is unfairly granting subsidies to its
domestic paper producers in for the
form of low-interest loans, tax subsi-
dies and grants. Similarly, they al-
lege that Indonesian paper compa-
nies are benefiting from govern-
ment loans, as well as timber from
government-owned land that is sold
at below-market prices.
 —Kersten Zhang in Beijing

contributed to this article.

By Ben Casselman

And Angel Gonzalez

Chevron Corp. is stepping up its
offensive in its long-running legal
battle in Ecuador, suing Ecuador’s
government under international
trade law.

Chevron is the defendant in a
multibillion-dollar lawsuit that
seeks to hold the company responsi-
ble for environmental damage alleg-
edly caused by Texaco Inc., which
Chevron bought in 2001. Chevron
has denied the allegations.

Seeking to protect itself from
what it says is likely to be an adverse
ruling in Ecuador, the California-
based oil giant said Wednesday it
had filed suit under the terms of a
1997 trade pact between the U.S. and
Ecuador. The suit amounts to a re-
quest for arbitration through a pro-
cess set up by the United Nations
Commission on International Trade
Law to adjudicate disagreements.

The arbitration process is sepa-
rate from the original lawsuit, which
will continue. But under its pact with
the U.S., Ecuador must accept the ar-
bitrators’ rulings as binding under in-
ternational law.

In its filing, Chevron argues Ecua-
dor’s government is responsible for
any environmental damage and
should pay any penalties assessed in
the lawsuit, which could total $27 bil-
lion, according to a court-appointed
expert. Chevron also asks that arbi-
trators force Ecuador’s government
to pay the company’s legal fees and
to award “moral damages” due to
the government’s alleged interfer-
ence in the case, intimidation of
Chevron representatives and other
“outrageous and illegal conduct.”

The move seeks to capitalize on
the release last month of videos that
Chevron says reveal a bribery
scheme possibly involving the Ecua-
dorean judge who has been oversee-
ing the lawsuit. Ecuador says it is in-
vestigating Chevron’s allegations, as
well as any potential involvement by
Chevron in the scheme. The judge,
who has sought to recuse himself
from the case, has denied any wrong-
doing, and the videos don’t show
him accepting or soliciting a bribe.
On Tuesday, a local court ruled that
the judge’s withdrawal petition was
“unfounded” and ordered him to
stay in the case.

Chevron believes the contro-
versy has given new weight to its
claim that it cannot get a fair trial in
Ecuador.

“We have believed for some time
that it would be impossible for Chev-

ron to get a fair hearing in Ecuador,”
Chevron General Counsel R. Hewitt
Pate said.

Eric Bloom, a U.S. attorney repre-
senting Ecuador in the dispute, said
Chevron has been trying to discredit
Ecuador’s judicial system for years,
and he questioned the videos’ au-
thenticity.

“Chevron either got very, very
lucky on the eve of a verdict and actu-
ally tripped across a legitimate con-
cern, or they helped to stage-man-
age a fictitious event,” Mr. Bloom
said. “Both possibilities have to be in-
vestigated.”

Chevron has denied doctoring
the videos or participating in the
scheme and has said it took steps to
verify the videos’ authenticity.

Steven Donziger, an attorney for
the plaintiffs in the original lawsuit,
said the filing will have “minimal im-
pact” on his case, but he said it is a
sign Chevron is becoming desperate.

The plaintiffs in the lawsuit
couldn’t be reached for comment.

Chevron’s decision to seek inter-
national arbitration is the latest ex-
ample of the company’s increasingly
aggressive strategy in the case,
which includes a Web site to rebut
plaintiffs’ claims and an effort to
lobby Congress to revoke Ecuador’s
trade privileges because of the gov-
ernment’s alleged interference in
the dispute.

Since Chevron has almost no as-
sets in Ecuador, the plaintiffs will
have to seek enforcement of any rul-
ing in their favorin the U.S. or another
country where Chevron operates.

Separately, the international ar-
bitr ation process could take years. In
its arbitration filing, Chevron claims
that by allowing the lawsuit to go for-
ward, the Ecuadorean government is
violating a 1998 agreement that re-
leasedtheU.S.companyfromenviron-
mentalliabilityinreturnfora$40mil-
lion cleanup paid for by Texaco.

The plaintiffs, a group of Ecuador-
ean residents, argue their case has
nothing to do with the Ecuadorean
government, so the agreement
doesn’t apply to their lawsuit. Ecua-
dor’s government says it has no con-
trol over the judicial process, al-
though Chevron has argued the Ecua-
dorean judiciary is heavily influ-
enced by President Rafael Correa.

If arbitrators reject Chevron’s ar-
gument, it could make it harder for
the company to fight enforcement of
an adverse ruling. But if arbitrators
agree that Chevron has no liability, le-
gal experts said, it will be very diffi-
cult for plaintiffs to collect on any
damages outside Ecuador.

By Justin Scheck

Hewlett-Packard Co. is using the
dismal technology market to bolster
its positionastheworld’slargestper-
sonal-computer maker. How it is do-
ing so is evident from a $298 laptop it
sold at Wal-Mart Stores Inc. in July.

The cut-rate computer—which
H-P developed earlier this year to
boost back-to-school sales—was
priced below a similar Dell Inc. lap-
top that cost $398 at Wal-Mart.
Within two days, the H-P PCs sold
out, says Wal-Mart. A second batch

sold out by the following weekend.
Johnathan Williams saw the lap-

top in a Wal-Mart store near Dallas.
He was considering a machine from
Apple Inc., but couldn’t pass up the
H-P laptop’s $298 price. “In the end,
cost was what was more important,”
said Mr. Williams.

Since the economy slumped last
fall, H-P has gained market share by
loweringpricesofitsconsumerPCsto
undercut rivals, even discount Asian
manufacturers like Acer Inc. in cer-
tain cases. And while the profit mar-
gin in H-P’s PC business has fallen, it

hasn’t suffered as much as rivals.
The Palo Alto, Calif., company has

useditsenormoussalesvolumetode-
mand cheaper rates from suppliers
and contract manufacturers. It has
also taken advantage of an improved
supplychaintoquicklydesignandde-
liver new, less expensive PCs.

H-P this month introduced PCs
for the holiday season at lower
prices than earlier offerings. An ul-
trathin, 13-inch laptop called the
dm3 costs $549, compared with
$699 for its predecessor that de-
buted in January.
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China is set for IPO flurry on new market
As investors grab
for smaller stocks,
big name hits trouble

Ethos and pension funds
push on pay to executives

MONEY & INVESTING

Sources: the companies

Qingdao 
Tgood Electric 

52.76

400

800

Beijing 
Ultrapower 

Software
68.8

845

1,833

517

Lepu Medical 
Technology

59.56

1,189

Nanfang 
Ventilator

71.53

288

549

Beijing Toread 
Outdoor Product

53.1

220

337

Chongqing 
Lummy 

Pharmaceutical
47.83

144

380

Henan Hanwei 
Electronics

60.54

182

405

Shanghai 
Bestway Marine 

Engineering Design
40.12

121

350

 Anhui Anke 
Biotechnology

46.83

166

357

Beijing Lanxum 
Technology

51.49

276

477

Target:

Actual:

PE ratio

Small stocks, big money | The first stocks on China's GEM board will raise far more than anticipated.

Amount 
raised, 
in millions 
of yuan

By James T. Areddy

SHANGHAI—On the eve of a tilt
by China’s stock market toward
smaller listings and fresh risks for
investors as they channel money
into relatively obscure busi-
nesses, regulators say they have
uncovered financial improprieties
by one of the market’s most estab-
lished corporate names.

Friday, the first 10 companies
to be listed on the new Growth En-
terprises Market section of the
Shenzhen Stock Exchange are
slated to launch initial public offer-
ings that could collectively raise
6.68 billion yuan, or $979 million,
according to a tally of company an-
nouncements. In a reflection of
how eagerly China’s investing pub-
lic foresees big returns from small
companies, the little-known tech-
nology and drug makers are ex-
pected to attract twice as much
money as they outlined just days
ago.

At the same time, on the Shen-

zhen exchange, reports allege its
second-largest company misled in-
vestors for years about its finan-
cial well-being.

According to regulatory an-
nouncements in state-run newspa-
pers Thursday, Wuliangye Yibin
Co., the maker of a well-known li-
quor, has withheld from its finan-
cial reports millions of dollars in
losses, while vastly overstating
revenue in recent years.

Wuliangye officials couldn’t be
reached. The Shenzhen exchange
said Thursday trading in the stock
would be suspended until the com-
pany responds to the regulatory
notice.

China’s stock market has got-
ten huge—it includes about 1,600
companies and nearly $3 trillion
in capitalization—by listing major
businesses. The new listing venue,
due to kick off in days, reflects
how the government is increas-
ingly eager to open funding chan-
nels for innovative small compa-
nies. Regulators say the money
risked by investors tapping into
the market will represent a mar-
ket-based solution for discovering
the next Microsoft Corp. or Baidu
Inc., China’s leading Internet
search engine.

Wuliangye, according to re-

ports in state-run media Thursday
citing a China Securities Regula-
tory Commission statement, made
inaccurate financial disclosures as
far back as nine years ago, by, for
instance, hiding borrowing and
heavy losses from its own stock-
market investments. Also,
Wuliangye is alleged to have over-
stated its 2007 revenue by one bil-
lion yuan beyond its actual reve-
nue of 7.25 billion yuan.

Wuliangye, which means five
grains, is a household name in
China, known for its fiery fer-
mented grain alcohol known as
baijiu, which can sell for as much
as $1,250 a bottle.

The cachet as one of China’s
best-known domestic brands has
also helped the company’s shares
outperform in the stock market.

When the broader share mar-
ket was booming two years ago,
Wuliangye flew higher: The stock
traded as high as 51.49 yuan as the
market peaked in October 2007, up
from 7.52 yuan in June 2005.

Before trading in the shares
was suspended, they fell Wednes-
day 4% to 21.60 yuan. Rumors have
dogged the company in recent
months, and Wuliangye holds a
44% gain in 2009, compared with a
57% rise for the benchmark Shang-
hai Composite Index.

Now, the launch of the GEM
board venue promises to intro-
duce lesser-known companies to
the investing public. So far, the
companies, and regulators who
sign off on their listing plans, ap-
pear to have high hopes.

The first 10 companies have
priced shares at values of 55 times
historic earnings, compared with
the about-41-times ratio obtained
by a group of larger companies on
another section of the Shenzhen
board for smaller and medium-
size companies. The broader Chi-
nese market is cheaper, trading
closer to 25 times earnings.

“Though a couple of these GEM
companies are raising funds at un-
reasonably high PE ratios of

around 70 times, some investors
[still] estimate their stock prices
will rise to 100 times price-to-earn-
ings on their debuts,” said Li Bin,
an analyst at Capital Securities.

The companies coming to mar-
ket are only the first of what could
be thousands of small names, and
are generally larger than the list-
ings ultimately expected to trade
on the GEM. A minimum require-
ment is aggregate net profit of
$1.5 million over the previous two
years. So far, more than 100 compa-
nies have applied to list on the
GEM.

Meanwhile, regulators have
taken steps to tamp down on debut-
session speculation. On Thursday,
regulators announced a GEM stock
will be suspended during its open-
ing session if it rises or falls 80%
and won’t resume trading until the
session’s final three minutes.
Other limits on daily movement
also will apply.
 —Wynne Wang

contributed to this article.

By Goran Mijuk

ZURICH—Activist shareholder
Ethos and eight Swiss pension funds
Thursday launched a fresh attempt to
allow shareholders to curb executive
pay at large Swiss companies such as
pharmaceutical giant Novartis AG.

The efforts come amid increased
global political pressure to cap sala-
ries and executive bonus payments,
particularly at financial firms, whose
high remuneration packages have
been criticized for contributing to
the financial crisis.

Ethos, which last year successfully
asked firms such as UBS AG to give
shareholders the right to vote on exec-
utive remuneration, filed a say-on-
pay resolution for the shareholder
meetings at cement maker Holcim
Ltd., Swiss Reinsurance Co. and in-
surer Zurich Financial Services AG.

Besides Ethos, pension funds Aar-
gauische Pensionskasse, Luzerner
Pensionskasse, Pensionskasse Post
and Pictet Funds SA have backed the
resolution, which could allow share-
holders to vote on executive pay at
annual general meetings next year.

Ethos said it filed a similar resolu-
tion with drug giant Novartis, which
it also criticized for having allowed
Daniel Vasella to combine the roles
of chairman and chief executive for
more than 10 years.

Although there are no laws pro-
hibiting such dual roles at Swiss com-
panies, the country’s best code of
practice, which is backed by a major-
ity of Swiss companies, advises firms
to split them.

Ethos rose to prominence a few
years ago when it persuaded Nestlé
SA’s former CEO and chairman Peter
Brabeck to give up his dual mandate
at the Swiss food and beverage
maker. “Separation of the roles of
chairman and chief executive officer
is one means of achieving a balance
of power within a company,” said
Ethos Executive Director Dominique
Biedermann.

Novartis said the Ethos proposals
weren’t a surprise. “On a statutory
separation of the roles of chairman
and CEO, the board’s view—and also
that of many international corporate
governance experts—is clear that a
forced separation is not in the best in-
terest of good corporate gover-
nance,” it said. Mr. Vasella wasn’t
made available for comment.

On the say-on-pay resolution, No-
vartis said: “The determination of
the management compensation is an
essential management tool of the
board and is part of the unalienable
duties of the board to appoint the
members of the executive committee
and thus also to set their
remuneration.” Copyright 2009. All rights reserved etc
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German solar incentives assailed Recovery in home sales
slipped in U.S. in August

Spain wrestles itself to shrink deficit
Goals are complicated by central government’s weak hand, next to regional powers, in setting public spending

ECONOMY & POLITICS

By Sara Murray

U.S. existing-home sales slipped
in August, as the housing market
stumbled on its path to recovery.

Meanwhile, the labor market
showed progress as initial claims for
jobless benefits fell again last week.

Sales of existing homes declined
2.7% last month to a seasonally ad-
justed annual rate of 5.10 million
units, after four straight months of in-
creases, the National Association of
Realtors said Thursday. That repre-
sented a swift change from July,
when sales rose at the fastest rate in
10 years to a pace of 5.24 million.

For businesses in the housing in-
dustry, Thursday’s NAR data illus-
trate just how choppy the housing
market has become. Business has
been flat in September at Workman
Mortgage Co. in Melbourne, Fla., as
fewer applicants have come in. That
followed a “great” August and a July
that was the worst month in the com-
pany’s 20-year history, said Ritch
Workman, the company’s president.

Analysts agree that the overall de-
cline seems to be a bump along the
way to stabilization. Total housing in-
ventory still fell 10.8% at the end of Au-
gust, leaving an 8.5-month supply,
compared with a 9.3-month supply in
July. With unsold inventory now 16.4%

lower than a year ago, the market is
largely following a positive track.

Still, the supply of homes is rela-
tively high. In combination with low
prices, that has created a buyer’s mar-
ket that doesn’t show signs of chang-
ing anytime soon. The median price
nationwide for existing homes was
$177,700 in August, 12.5% lower than
the same month a year earlier.

Even before the NAR released its
latest results, housing experts wor-
riedaboutthegrowingnumberoffore-
closed homes in the pipeline—but not
yet on the market. And with dis-
tressed properties accounting for 31%
of sales in August, home prices are
likely to stay low. Unemployment also
remains a pressing issue that could
keep potential buyers on the sidelines.

The still-weak labor market
logged improvements in the week
ended Sept. 19 as first-time claims
for jobless benefits fell 21,000 to
530,000, the Labor Department said
Thursday in its weekly report.

The four-week moving average,
which aims to smooth volatility,
dropped 11,000 to 553,500. Continu-
ing claims, benefits drawn by workers
for more than one week, fell to 6.14
million in the week ended Sept. 12,
123,000 less than the previous week.
 —Dawn Wotapka

contributed to this article.

By Jonathan House

MADRID—Spain’s efforts to rein
in its budget shortfall by a 2012 dead-
line set by the European Union are
being stymied because the central
government in Madrid has rela-
tively little sway over public-sector
spending.

Spanish tax revenues soared dur-
ing the country’s housing boom, but
the property sector’s subsequent
collapse has caused tax payments to
plummet, causing Spain to swing
from a surplus of 2% of gross domes-
tic product to a deficit that is fore-
cast to top 10% this year. Under that
forecast, it would be Europe’s third-
largest deficit in percentage terms,
behind those of the U.K. and Ireland.

While Spain is an extreme exam-
ple because of its seesawing prop-
erty sector, other European coun-
tries are also grappling with similar
issues as they move to rein in bur-
geoning budget deficits.

The Socialist-led government of
Prime Minister José Luis Rodriguez
Zapatero is set to approve a 2010
budget Saturday, its first step to-
ward closing the budget gap. It will
provide further details on its plans
to reduce central government spend-
ing by around 4.5% from 2009 and
to raise taxes by around 1% of gross
domestic product. The move comes
as spending this year is shooting far
over budget as the result of anti-cri-
sis measures and spiraling unem-
ployment benefit payments.

The European Commission, the
European Union’s executive arm,
has given Spain until 2012 to bring
its deficit within 3% of GDP, the limit
for users of the euro currency.

But Spain’s central government—

excluding the state’s pensions ad-
ministration—directly controls less
than a third of public-sector spend-
ing, and can only set broad guide-
lines for the regional and municipal
governments that control the rest.
Those governments will start pre-
senting their 2010 budgets in Octo-
ber.

“The [central] government only
accounts for a part of public spend-
ing,” said Rafael Domenech, chief
economist for Spain at Banco Bilbao
Vizcaya Argentaria SA. “What the re-
gional and municipal governments
are going to do is even more impor-
tant,” he said.

Spain’s 17 regions—the so-called
autonomous communities—control
the biggest portion of public-sector
spending, more than 36% in 2008.
Responsible for basic services such
as health and education, they have
borne the brunt of absorbing the
more than 4 million immigrants

who have arrived in since 2000, at-
tracted by abundant job opportuni-
ties in Spain’s formerly buoyant
economy.

The municipal governments in
turn say they have been stuck with
services that regional authorities
should be providing—such as nurs-
eries for children and services for
the elderly—to the tune of Œ6 billion
($8.8 billion) a year.

As a result, even during the good
years, Spain’s regional and munici-
pal authorities were running budget
deficits. Their financial situation
has worsened considerably in the re-
cession.

The central government’s 2010
budget aims to remedy some of
these problems with expanded
transfers under a new financing pro-
gram that will give the country’s re-
gions an additional Œ11 billion be-
tween 2009 and 2012.

But ratings agency Standard &

Poor’s says the extra resources will
do little to offset an expected Œ20 bil-
lion revenue drop for Spain’s re-
gions in 2010 and says that many are
in danger of exceeding the deficit
limit set by the central government,
2.5% of regional GDP.

This limit, along with the need
for approval to issue debt to finance
the shortfall, is the central govern-
ment’s chief mechanism to control
spending by regional governments.

S&P analyst Alejandro Casas said
the central government hasn’t used
it to rein in regional spending plans
in the past. “We haven’t seen them
say, ‘No, I’m not authorizing that
debt,’ ” Mr. Casas said.

S&P in June downgraded the
debt rating of Catalonia, one of
Spain’s biggest regions, to AA-mi-
nus from AA, and has warned of pos-
sible downgrades for several others.
In January, it downgraded Spain’s
sovereign-debt rating to AA-plus

from the maximum AAA.
Mr. Zapatero has pledged to

meet the European Commission’s
deadline. But in the past, France and
Germany have flouted Brussels’s
rules and escaped punishment, and
many independent economists say
that Spain’s comparatively low ratio
of public-sector spending to GDP
gives the nation breathing room to
take more time to get its deficit un-
der control.

Though the magnitude and tim-
ing of Mr. Zapatero’s announced
2010 tax increases is unclear—the in-
crease of around 1% of GDP could be
phased in over several years—econ-
omists say it is too soon for Spain to
start raising taxes with its economy
still deep in recession.

While some European econo-
mies have already begun to show
small positive growth rates, Spain
isn’t expected to do so until late next
year.

“The balance and phasing will be
important to get right, because if
you get it wrong, you can get a distur-
bance in the pattern of recovery,
which is still fragile,” said Bob Traa,
the International Monetary Fund’s
mission chief for Spain.

Alfredo Pastor, economics profes-
sor at the IESE business school and
a former Spanish deputy finance
minister, said a tax increase in 2010
is “pointless” because it won’t suc-
ceed in boosting revenues much
when the economy is so weak. But,
over the medium term, he said, tax
increases will be necessary.

“I don’t think our public sector
has room to cut the deficit much by
cutting taxes…given its structure
with its central, regional and munici-
pal governments,” Mr. Pastor said.

Source: Finance Ministry of Spain
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By Vanessa Fuhrmans

As cheaper Chinese rivals
threaten to outshine Germany’s pio-
neering solar-power industry, the
head of a leading German solar com-
pany is proposing a radical counter-
offense: Cut the generous govern-
ment subsidies that let German so-
lar firms flourish in the first place.

SolarWorld AG Chief Executive
Frank Asbeck has been pitching the
proposal at a European solar-en-
ergy conference in Hamburg this
week, and it is the latest salvo in the
growing trade tensions between Eu-
ropean and Asian solar makers.

It is also likely to reignite debate
over how much government sup-
port is necessary to maintain Germa-
ny’s prime advantage in a critical
new energy industry. Some German
policy makers and economists say
the industry has to be weaned off
the incentives faster to protect con-
sumers from high electricity bills
and to spur domestic companies to
become more cost-efficient. But Mr.
Asbeck is the first within the solar in-
dustry to support the idea.

Chinese solar-cell and -module
makers are starting to profit from
Germany’s generous solar incen-
tives more than domestic ones.
With as much as 30% lower produc-
tion costs, China has overtaken Ger-
many as the largest producer of so-
lar cells. But half of the world’s pho-
tovoltaic systems that convert sun-

light into energy are sold in Ger-
many, making it a key market for Chi-
nese and domestic companies alike.

The booming German demand
stems from the above-market prices
the government guarantees home-
owners, farmers and other entrepre-
neurs who have rushed to buy solar
installations over the past decade.
Power companies are required to
buy any alternative energy they pro-
duce at the higher fixed prices, pro-
viding them a guaranteed return on
their investment.

Until now, German solar-equip-
ment makers have warned that cut-
ting subsidies too quickly would kill
their industry. But Mr. Asbeck sug-
gests using them as a bargaining
chip of sorts.

He calls for reducing the incen-
tives, while at the same time imple-
menting new quality and environ-
mental standards that apply to both
domestic and foreign companies.

“We’re saying the [incentives]
can be reduced, but then we have to
have a chance as serious producers
to compete” on an even playing
field, he said. In recent months Ger-
man solar companies have accused
Chinese rivals of price dumping, and
Mr. Asbeck a month ago led a charge
for a “Buy European” policy there.

Jenny Chase, an analyst at re-
search firm New Energy Finance in
London, said it is unclear how new
environmental criteria to sell in Ger-
many would affect Chinese rivals.

Major ones already produce solar
cells and modules of the same qual-
ity as German companies.

Steve Chadima, vice president of
external affairs for Suntech Power
Holdings, China’s biggest solar-
panel maker, said Mr. Asbeck’s pro-
posal falsely assumed companies
such as his weren’t manufacturing
at the same standards. “I think he be-
lieves the reason we’re able to pro-
duce at such lower costs is that
we’re somehow cutting corners,” he
said. “That’s not true.”

No German lawmaker has yet
lent public support for Mr. Asbeck’s
plan, but it could get more reception
among Christian Democrats who
have pushed for steeper price subsi-
dies in recent years. They have ar-
gued that the volume of solar-pow-
ered energy is rising so fast that con-
sumers will end up paying billions of
euros in extra energy costs over the
next five years and that the subsi-
dies will mainly benefit more effi-
cient foreign producers.

“That’s exactly what’s happen-
ing,” said a spokesman for Joachim
Pfeiffer, a member of Parliament
who led a legislative effort last year
to cut price subsidies by as much as
30% this year. Lawmakers eventu-
ally compromised on an 8% to 10%
annual decrease over the next three
years.

Mr. Asbeck supports cutting
them as much as 15%.
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Doubling down on trouble
Alvarez & Marsal
looks to cash in on
restructuring smarts

House panel postpones
hearing on ratings firms

Naftogaz’s offer to bondholders

By Peter Lattman

And Mike Spector

Restructuring firm Alvarez &
Marsal has made a bundle advis-
ing troubled companies. Now it
hopes to earn even more money by
investing in them.

The New York-based firm, which
is overseeing the bankruptcy of Leh-
man Brothers Holdings Inc., has
launched a private-equity unit that
will buy troubled companies. To
run the group it has looked to its
largest client, hiring former Leh-
man executive Michael Odrich, who
ran the private-equity business at
the collapsed investment bank.

Alvarez & Marsal Capital LLC
is expected to be seeded by its par-
ent initially, and then plans to
raise a pool of capital from outside
investors, according to people fa-

miliar with the situation.
An Alvarez & Marsal spokes-

woman declined to comment.
While the fund-raising environ-

ment remains difficult for private-
equity firms, one area where inves-
tors continue to show interest is in
funds that invest in troubled com-
panies. Firms employing this strat-
egy, including Oaktree Capital
Management and KPS Capital
Partners, have been able to raise
capital in recent months.

Alvarez & Marsal is betting it
can apply its restructuring and
turnaround expertise to its pri-
vate-equity arm, drawing on a sta-
ble of executives with operations
experience. The firm said it won’t
invest in any companies that have
retained it in an advisory capacity.

“Building a principal invest-
ment business is a natural comple-
ment to our core platform,” said
Tony Alvarez, co-CEO of Alvarez &
Marsal. “We believe that both the
opportunity and timing are right.”

At least one restructuring firm
has had challenges building a pri-
vate-equity business. In 1995, Jay

Alix, the head of Alvarez competitor
AlixPartners LLP, teamed with in-
vestment banker Dan Lufkin to form
buyout firm Questor Partners.

But the fund started winding
down in 2006 amid uncertainty sur-
rounding its auto-industry hold-
ings. A Questor spokesman declined
to comment.

The 46-year-old Mr. Odrich
built and ran Lehman’s private-eq-
uity unit, overseeing a business
with $35 billion under manage-
ment that included a buyout fund,
a venture-capital unit and a real-es-
tate-investment vehicle. The bulk
of those Lehman assets have been
spun out by the bankrupt entity as
it sheds assets to repay creditors.

While he sat on the firm’s invest-
ment committee, Mr. Odrich, who
spent 23 years at Lehman, had no di-
rect oversight for the billions of dol-
lars in bad real-estate investments
made directly from Lehman’s balance
sheet—holdings that played a major
role in bringing down the firm. In the
1990s, Mr. Odrich served for three
years as chief of staff to Dick Fuld, Leh-
man’s former chief executive.

A WSJ NEWS ROUNDUP

Ukrainian state-run energy firm
Naftogaz said Thursday it would of-
fer holders of a $500 million Euro-
bond maturing next week new sover-
eign-backed bonds with a coupon of
9.5% and a new maturity of five years.

The company, which is trying to
restructure a $1.6 billion debt pile, is
central to the delivery of Russian
natural-gas supplies to European
consumers, as most of the gas is car-
ried by Ukrainian pipelines. Previ-
ous debt problems at Naftogaz have
contributed to supply disruptions.

Many investors have regarded
Naftogaz debt as quasi-sovereign

and held the paper as a proxy for
state debt, but worried creditors
and some analysts have said that the
company will be unable to meet the
Sept. 30 deadline and could default
on the bonds.

Government officials deny that,
saying a default will be avoided.

Kiev has given Naftogaz until
Oct. 20 to complete the bond restruc-
turing—nearly three weeks after the
payout date—a move that prompted
Fitch Ratings to cut the utility’s is-
suer default ratings to “C” and warn
that the company would be in “re-
stricted default” after Sept. 30.

Earlier Thursday, the Luxem-

bourg Stock Exchange temporarily
suspended trading in the $500 mil-
lion Eurobond, citing unspecified vi-
olations of its regulations. Naftogaz
couldn’t be reached for comment on
the suspension.

The proposed terms for the re-
structuring drew mixed responses
from market participants. Yury Tuli-
nov, a credit analyst at Trust Na-
tional Bank, said the proposals fail
to provide investors with “adequate
compensation” for the risks associ-
ated with the security and the ex-
traordinary timing of these negotia-
tions. The current Eurobond has an
8.125% coupon.

MONEY & INVESTING

By Sarah N. Lynch

And Serena Ng

WASHINGTON—The chairman
of the U.S. House Oversight Commit-
tee postponed a hearing on credit-
rating agencies Thursday, saying he
wanted Moody’s Corp. to respond to
allegations by a former employee
that it continues to inflate its rat-
ings of complex products.

Eric Kolchinsky, a former
Moody’s analyst, was supposed to
testify Thursday about his allega-
tions that Moody’s Investors Ser-
vice is still riddled with conflicts of
interest and hasn’t mended its ways
since the financial crisis.

House Oversight Chairman Edol-
phus Towns (D., N.Y.) said he opted
to reschedule the hearing after he re-
ceived a last-minute copy of a
strongly worded memo that Mr.
Kolchinsky had sent to Moody’s
chief compliance officer in August.

In a 14-page letter released by
the committee, Mr. Kolchinsky said
Moody’s engaged in conduct he be-
lieved was illegal and that he urged
the firm “to take action” to prevent
it from being held liable for its rat-
ings.

“The sad truth about the liability
which Moody’s now faces is that it
need not have occurred,” he said.

As his primary example, Mr.
Kolchinsky said Moody’s gave a high
rating to a complicated debt secu-
rity in January 2009 knowing that it
was planning to downgrade assets
that backed the securities. Within
months, the newly rated securities
were put on review for downgrade.
He says he had reviewed internal
Moody’s memos that showed execu-
tives had approved ratings method-
ology changes in December 2008
that they expected to lead to large-
scale ratings downgrades.

He also wrote that he fears con-
flicts of interest, which arise be-
cause Moody’s is paid by debt issu-
ers to rate securities, have grown
worse in recent months.

The group that rates complex se-
curities continues to “take analyti-
cal short-cuts in their quest for reve-
nue,” he wrote.

A Moody’s spokesman reiterated
an earlier statement in response to
Mr. Kolchinsky’s complaint, saying
the company “takes very seriously
all allegations of impropriety” and a
review into the analyst’s most re-
cent claims is in process.

The spokesman said previous
claims of misconduct alleged by Mr.
Kolchinsky were determined by

Moody’s to be “unsupported.”
“Moody’s has strong policies in

place to manage potential conflicts
of interest, and to protect the qual-
ity, transparency and independence
of our ratings,” the spokesman said,
adding that analysts and senior man-
agers are “prohibited from taking
part in fee decisions and their com-
pensation is not linked to the final
performance of their business unit.”
Moody’s chief compliance officer,
Michael Kanef, wasn’t available to
comment, the spokesman said.

After receiving the memo Thurs-
day morning, Rep. Towns and the
press secretary for Ranking Mem-
ber Darrell Issa (R., Calif.) both said
they felt it was best to reschedule
the hearing next week and give
Moody’s a fair chance to respond.

Rep. Towns added that if
Moody’s fails to show up to testify,
he may consider issuing a subpoena.

A spokesman for Moody’s on
Thursday said the company “intends
to continue the ongoing dialogue it
maintains with legislators, regula-
tors and other market participants.”

He added that Moody’s will “re-
spectfully consider any request to
appear at the rescheduled hearing,”
which Rep. Towns has slated for
Wednesday.

In an interview Thursday, Mr.
Kolchinsky said the tone of the Au-
gust memo was out of character for
him, but he was frustrated by what
he felt was a lack of action within
the company.

“The reason it was so harshly
worded is that I really wanted them
to act and do something, and not sit
on their hands,” he said, adding that
he tried to get his message across
for the past two years.

Moody’s hadn’t been slated to
testify Thursday.

Instead, the witness list included
First Amendment attorney Floyd
Abrams, whose firm has repre-
sented McGraw Hill’s Standard &
Poor’s; the chief investment officer
at the California Public Employees’
Retirement System; and a professor
from New York University.

Kurt Bardella, Rep. Issa’s press
secretary, said he wants to ensure
that the hearing next week is fair for
Moody’s.

“This committee will use every
route available to us to ensure the
right questions get answered,” Mr.
Bardella said. “If there was wrongdo-
ing on the part of Moody’s or any
other credit-rating agencies, they
will be held accountable to the full-
est extent of the law.”

By Alison Tudor

TOKYO—Nomura Holdings Inc.
plans to raise as much as 511 billion
yen ($5.6 billion) by selling new
shares next month, to bolster its op-
erations and to prepare for regula-
tory changes.

Global leaders are gathering to
discuss revamping economic and
regulatory policies at the Group of
20 summit in Pittsburgh. The U.S. is
hoping to gain support for a Trea-
sury plan to require banks to hold
more capital to restrict excessive
risk-taking.

A spokeswoman for Nomura said
Thursday that the capital raising is
partly to anticipate regulators’ re-
quirements. If Nomura successfully
raises the $5.6 billion, then its core

capital ratio would rise by about 4.5
percentage points. Its core capital ra-
tio was 12.7% on June 30.

But primarily, Japan’s largest
brokerage by revenue wants to use
the capital to expand its business. In
its domestic market, Nomura will
use the money to upgrade its infor-
mation-technology infrastructure
and foster its branch network.

In Asia and Europe, Nomura will
seek to expand its client-facing busi-
ness and boost its presence in emerg-
ing markets. In the U.S., Nomura will
use some of the capital to reinforce
its business infrastructure. Last
year, the firm bought Lehman Broth-
ers Holdings’s European and Asian
operations but not its U.S. headquar-
ters. To help fill the gap, it has been
recruiting heavily in New York.

Nomura aims to raise $5.6 billion
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South Korean Kim Yu-kwon cries with his North Korean sisters during their
three-day family reunion at the Mount Kumgang resort in North Korea in 2007.

Fence-sitters could sway U.S. health debate
After the shouting,
a key swing group
remains persuadable

By Evan Ramstad

SEOUL—For the first time in
two years, South and North Ko-
rean relatives will meet this week-
end in government-arranged re-
unions, restarting a humanitarian
program that was designed to
bridge differences between the
two Koreas but ends up underscor-
ing them.

The two sets of three-day re-
unions, involving several hundred
people from both countries, will
take place from Saturday to Thurs-
day at a South Korea-built resort
at Mount Kumgang, just inside
North Korea on the east coast of
the two countries.

In the first set, members of 100
families from South Korea who
were chosen by lottery will go and
meet with whatever relatives
could be found in North Korea and
brought to the resort, likely to be
200 to 300 people. In the second
set, members of 100 families cho-
sen in North Korea will get to meet
South Korean relatives who could
be found, likely to be about 400 to
500 people.

Since their start in 2000, 16 in-
person reunions have been held at
Mount Kumgang or other places,
involving about 1,680 families.
There have also been seven video-
conference reunion events, involv-
ing about 280 families. In all,
19,960 people from the two Koreas
have met through the reunions.

In the newest reunions, rela-
tives will be with each other for
roughly six to seven hours under
conditions largely dictated by
North Korea, which tightly con-

trols the movement of its citizens
and the information they receive.
The relatives will meet for just
two hours out of view of North Ko-
rean minders, South Korean offi-
cials said.

“We want the families to be to-
gether the whole time, but North
Korea doesn’t want that,” said a
South Korean official involved in
preparing the event.

North Korean participants in
the reunions receive several days
of guidance about what they
should and shouldn’t talk about.

The South Koreans get a one-hour
orientation session before travel-
ing to the resort in which the chief
message, according to officials in
Seoul, is not to talk about the
North’s authoritarian govern-
ment.

Such reunions started after
then-South Korean President Kim
Dae-jung met North Korean dicta-
tor Kim Jong Il in June 2000 for
the first inter-Korean summit, an
event that appeared to mark the
start of the reunification of the
two countries, which were sepa-

rated by war in the early 1950s.
The Korean War ended with a

cease-fire, a divided border, no
communication links and millions
of relatives separated from each
other. South Korea keeps a regis-
try of 90,000 families, or about
700,000 people, seeking to commu-
nicate with relatives in the North.

But the reunions became cap-
tive to shifts in political tides in
the two countries. As pressure
grew on North Korea to give up nu-
clear weapons, its participation in
the reunions became less regular.
North Korea stopped participat-
ing after the October 2007 reunion
because it was upset at the behav-
ior of new leadership in the South.

North Korea agreed last month
to restart the reunions after its
leader Kim Jong Il in July met
Hyun Jeong-eun, the chairwoman
of Hyundai Group, whose Hyundai
Asan unit manages the resort and
has played an important role in es-
tablishing commercial relations
between the two Koreas.

Over the past three weeks,
Hyundai Asan officials have been
cleaning and preparing the hotels
at the resort for the reunions. The
company held mock banquets last
week for rehired workers to test
their food-preparation and ser-
vice. “They just needed to practice
to remember what they used to
do,” said Shim Sang-jim, a Hyun-
dai Asan manager who has been in-
volved in six previous reunions.
 —Jaeyeon Woo

contributed to this article.

Koreas restart reunions with strict controls

ECONOMY & POLITICS

By Gerald F. Seib

Who will determine the outcome
of the great U.S. health debate?
Well, a lot of senators and House
members, obviously, but also a
small slice of the public that’s yet to
decide what it thinks.

A new Wall Street Journal/NBC
News poll goes a long way toward

showing which
Americans are in
this crucial swing
group. They make
up about 20% of all

Americans—and they actually lean
toward wanting to get something
done this year, rather than letting
the effort drop. In other words, they
are within reach of President Barack
Obama, and there are just enough of
them to tip the balance of public
opinion, but he’s got some work to
do to get them off the fence.

At this point, after all the yelling
and name-calling, the dueling ad
campaigns and the political chest
pounding, it almost goes without
saying that there are deep divides
over changing the health-care sys-
tem. And the new survey shows that
clearly enough.

In particular, it finds that a signif-
icant number of people are firmly
locked in on either extreme of this
debate. These are people who, on

one side, see only benefits and no
real problems with Mr. Obama’s
health plan, or, on the other side, see
no benefit and only problems with
it.

These are the “hell yes” and “hell
no” contingents; they’ve made up
their minds, and they aren’t moving.
The survey suggests that they make
up just over half the American pub-
lic. And the bad news for Mr. Obama
and his Democrats is that the “no”
crowd—the people who say they see
no possible benefit from the Obama
plan—is slightly larger: 30% to 22%.

And while both supporters and
detractors say the issue is very im-
portant to them, the detractors
seem more fired up about the sub-
ject. “You’ve got a majority of Ameri-
cans who are in very, very hardened
silos,” says Bill McInturff, a Republi-

can pollster who helps conduct the
Journal/NBC News poll. “And the in-
tensity is slightly to the side of those
who say there’s nothing helpful in
this plan.”

But that also leaves a large group
in the middle, who see some bene-
fits in what the president is trying to
do, while harboring some concerns
as well. These are the “health-care
persuadables,” and they still could
go either way.

And in the middle of this middle
group lie the truly undecided. About
20% of those surveyed said, when
asked directly, that they have no
opinion yet, or simply aren’t sure,
whether Mr. Obama’s plan is a good
idea or a bad idea.

These fence-sitters are spread
pretty evenly across the country.
They tend to be younger rather than

older adults, and they are somewhat
more likely to be blue-collar than
white-collar. They are slightly more
downscale economically than up-
scale. They tend to be independent
politically—and, interestingly, are
pretty evenly divided among those
who have insurance, who are on pub-
lic insurance and who have no insur-
ance at all.

And here’s where the good news
comes in for Mr. Obama: While these
truly undecideds aren’t sold on the
president’s plan, they lean toward
wanting to see something done this
year. By a 37% to 23% margin, they
say it would be better to pass the
president’s plan than to have noth-
ing happen this year. (The remain-
der aren’t sure.)

These people also are more likely
than not to see some potential bene-

fits from an overhaul. By a 53% to
33% margin, they say the greater
danger lies in not doing enough to
change the system, rather than in do-
ing too much. By a similar margin,
they also favor the inclusion of the
so-called “public option,” or a gov-
ernment-run health-insurance plan
the president is backing, as a way to
create insurance competition.

These people are “the ones who
can see the compromises all the way
through,” says Peter Hart, a Demo-
cratic pollster who co-directs the
Journal/NBC survey. But they also
seem uncertain and confused; only
2% of them say they understand the
legislation being debated in Con-
gress “very well.”

So if the president and his party
want these voters, they are going to
have to keep trying to get to them
with a coherent explanation of
what’s in it for them. Maybe the
White House has started making
some progress in that area. Overall,
the poll’s findings suggest that, af-
ter a couple of months of sliding on
the issue, Mr. Obama appears to be
getting back some control over the
debate.

Of course, one can also wonder
why, if these people are open to per-
suasion, he hasn’t yet nailed down
their support. If a nationally tele-
vised address to Congress, a raft of
other presidential appearance and
five Sunday talk-show appearances
in one day don’t nail them down,
what can?

There’s your proof that, as the
president keeps saying, change is a
hard thing.

CAPITAL
JOURNAL

Source: WSJ/NBC News poll, Sept. 17-20,margin 
of error plus or minus 3.1%
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The (un)deciders      
About 20% of Americans still 
have no opinion or aren’t sure 
what they think of President 
Obama’s health plan:

Q—From what you have heard about 
Barack Obama’s health plan, do you 
think it is a good idea or a bad idea?
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U.S. Senate Finance Committee Chairman Democratic Sen. Max Baucus, left, and 
the committee's ranking Republican Sen. Charles Grassley in Washington, the 
finance committee is working on health-care legislation.

By Yoshio Takahashi

And Alison Tudor

TOKYO—Japan Airlines Corp.
asked the Japanese government for
its fourth bailout since 2001 on
Thursday to help the unprofitable
carrier weather a sharp drop in glo-
bal travel and tougher competition.

But the government’s initial re-
sponse was cautious. “At this stage,
I’m skeptical about the feasibility of
JAL’s rehabilitation plan,” Transport
MinisterSeijiMaeharatoldreporters.

JAL CEO Haruka Nishimatsu met
with Mr. Maehara to discuss the bail-
out Thursday but didn’t specify how
much capital the company needed.
Mr. Maehara said he would make a
decision by the end of September.

Japanese taxpayers are already
exposed to JAL. The carrier has re-
ceived three emergency loans backed
by the government since 2001. As re-
cently as June, JAL accepted about
100 billion yen ($1.1 billion) in loans
from state-backed Development
Bank of Japan and other banks.

The carrier reported its largest-
ever net loss of 99 billion yen in the
three months to June and is predict-
ing a net loss of 63 billion yen for the
full business year ending in March.

JALiskeentocutcoststowinbanks’
approval as it seeksto raise 250 billion
yeninnewfunds.Deepercommitment
to JAL’s future by the state would also
boostconfidenceamonglenders.
 —Tomoyuki Tachikawa

and Doug Cameron
contributed to this article.

Japan Airlines
asks government
for new bailout
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Seized Treasurys are fakes
Italian police uncover
billions in phony
U.S. government debt

3i Group says it cut investments by 75%

Rusal repays overdue debt
after Alfa files claims

LSE aims to reclaim market share

By Alexander Kolyandr

And Gregory L. White

MOSCOW—Less than a day after
it filed bankruptcy claims against
two units of UC Rusal, Russia’s Alfa
Bank said the embattled aluminum
giant repaid its $85.9 million in out-
standing debt.

Alfa’s suits had threatened to
complicate Rusal’s efforts to restruc-
ture $7.5 billion in debts owed to
Western banks.

Rusal is controlled by Oleg Deri-
paska, whose companies are strug-
gling under debts of more than $20
billion.

An Alfa spokeswoman said the re-
payments covered all the overdue
debt owed by Rusal units to Alfa at
the moment. Other debts remain
outstanding but aren’t yet overdue,
she said.

Rusal confirmed the repayment,
which it said was made under the
terms of the loan agreements after
discussions with its major creditors
Thursday.

The foreign banks had agreed to
a standstill on repayments during
the restructuring talks on the condi-
tion that no lender get special treat-
ment. Alfa didn’t agree to those
terms, however.

Alfa, Russia’s largest private
bank by assets, is controlled by
Mikhail Fridman and has been one
of the most aggressive among Rus-
sian banks in using bankruptcy fil-
ings to force creditors to restruc-
ture loans.

Mr. Deripaska, on the other
hand, has taken a hard line in talks
with creditors, earning criticism
from many lenders, including for-
eign banks.

Before the repayment Thursday,
Rusal denounced Alfa’s suits as “cor-
porate raiding.”

Alfa executives denied the allega-

tions, saying they hoped to pressure
Rusal to negotiate further. Rusal’s
debt-restructuring talks have
dragged on since the spring.

Mr. Deripaska’s Basic Element
holding company said its companies
owe about $650 million to Alfa, with
another $150 million in disputed
claims.

The bank has taken legal actions
against a number of Basic Element’s
companies and has recently initi-
ated bankruptcy proceedings
against Baikal Pulp & Paper Mill and
Glavmosstroy, both part of the hold-
ing.

In March, shortly after President
Dmitry Medvedev publicly blasted
unnamed business groups for “cor-
porate egotism” for taking a tough
line with borrowers, Messrs. Frid-
man and Deripaska made a joint pub-
lic statement that because of their
close friendship, no conflict be-
tween them was possible. But there
was no sign of any easing in the con-
flict.

Earlier Thursday, Russian car
maker GAZ Group, also controlled
by Mr. Deripaska, accused Alfa of
dragging on the process of signing
the $1.3 billion debt-restructuring
agreement and thus preventing the
completion of final agreement with
all the car maker’s creditors.

Alfa denied that, but officials
said the company wouldn’t file bank-
ruptcy suits against GAZ, which is a
major employer and struggling to se-
cure its future.

GAZ recently teamed with OAO
Sberbank and Canadian auto-parts
maker Magna International Inc. to
purchase a 55% stake in General Mo-
tor Co.’s European unit Opel.

GM’s baord approved the sale ear-
lier this month, and Chief Executive
Frederick “Fritz” Henderson said he
expects to sign the deal in early Octo-
ber.

Italian police arrested two citizens from the Philippines after finding $26 billion in
fake U.S. bonds. Here, another cache seized at the Malpensa airport.
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MONEY & INVESTING

By Sabrina Cohen

BUSTO ARSIZIO, Italy—Billions
of dollars of U.S. government bonds
seized by tax police are fakes, Italian
police said.

More than $103 billion of fake
U.S. bonds were seized in August at
the Malpensa airport, and another
$26 billion cache was seized in
Genoa in July.

When police went to arrest the ad-
dressees, two Philippines citizens in
Genoa, they found $26 billion in
notes along with an airline ticket for
one of the individuals to fly to the U.S.

“U.S. authorities told Italian tax-
police officers that the bonds are fic-
titious,” said Lt. Col. Emilio Fiora of
Italy’s Guardia di Finanza, a police
force dedicated to investigating fi-
nancial crimes.

Mr. Fiora said the investigation
by tax police is continuing.

The latest seizures came after a
similar case in June, when Italian tax
police seized $134.5 billion in fake
U.S. bonds at Chiasso, a small Italian
town on the border with Switzerland.

The sums had sparked specula-
tion that foreign governments were
trying covertly to dump holdings of
U.S. assets.

“The U.S. government bonds are
fakes,” Francesco Dettori, the chief
prosecutor in this town north of Mi-
lan, who has been working on the
case, said Thursday.

Mr. Fiora said prosecutors in Chi-
asso and Busto Arsizio will cross-
check evidence. “Our experts will do
a sort of DNA check of the paper to
see if bonds seized in Chiasso and
Malpensa/Genoa have the same ori-
gin,” he said.

Tax police discovered the fraudu-
lent bonds during a routine inspec-
tion linked to a nation-wide crack-
down on tax evasion. They found

two FedEx envelopes containing
$103 billion in U.S. debt securities.

Like the Chiasso cache, the Mal-
pensa paper carried 1934 as the date
of issue. U.S. Secret Service agents
said U.S. bonds issued that year
were in much smaller denomina-
tions than the fake securities.

The two individuals are in cus-
tody in Busto Arsizio, and investiga-
tors are trying to ascertain for whom
they were working, Mr. Fiora said.

In the June case, two Japanese
citizens were found carrying the
$134.5 billion in fake U.S. govern-
ment bonds.

By Tom Fairless

And Vladimir Guevarra

London Stock Exchange Group
PLC will embark on an aggressive
drive to reclaim market share in its
core U.K. equities business, according
to its chief executive, who Thursday
faced analysts in London for the first
time in his new role.

That will include a push into post-
trade services and derivatives, all part
of a plan to become a leaner organiza-
tion with a more diversified business.

Xavier Rolet, the former Lehman
Brothers executive who joined the
LSE in May, said the exchange will
adapt units acquired through its ac-
quisition of Borsa Italiana two
years ago to the U.K. equities mar-
ket in order to tap its “significant po-
tential for growth.”

The LSE’s share of U.K. equity
trades fell to 63% this month from 78%
in September of last year, according to

Thomson Reuters. Meanwhile, new
multilateral trading facilities have in-
creased their share to 32% from 19%,
luring traders with lower fees and
high-speed trading platforms.

In an update to investors Thurs-
day, the LSE said average daily trading
volume in its U.K. operations fell 10%
to 633,000 trades from 700,000 in the
same period last year.

Mr. Rolet said he will look at ex-
tending the company’s Italian clear-
inghouse, CC&G, into the U.K. to re-
duce the “very high cost of clearing
and settling U.K. equities.” Clear-
inghouses, financed by their mem-
bers, act as the buyer and seller in
every transaction, spreading the
risk that a firm will default across
all member firms. Settlement is the
process by which a security is ex-
changed for cash.

The cost of clearing European
stockshas fallen swiftly this yearas es-
tablished players such as LCH.Clear-

net Group Ltd. cut their fees, under
pressure from low-cost entrants such
as Dutch clearer European Multilat-
eral Clearing Facility or EuroCCP, a
unit of U.S.-based Depository Trust &
Clearing Corp. These entrants were
launched inrecent years to serve alter-
native venues such as Chi-X Europe
Ltd. and Turquoise, which compete
largely on the basis of cost.

Although LCH.Clearnet’s fees are
“relatively competitive,” the total cost
of clearing and settling is high be-
cause the firm doesn’t lump trades to-
gether before sending them for settle-
ment, as do rivals, according to Mr. Ro-
let. That meant the total cost of trad-
ing on the LSE was three times higher
than that on rivals Chi-X Europe and
Turquoise, Mr. Rolet said.

Massimo Capuano, the LSE’s dep-
uty chief executive, said the move
would enable the exchange to double
the share that posttrade services con-
tribute to its revenues.

By Marietta Cauchi

LONDON—3i Group PLC said
Thursday that it invested 75% less
money in the first five months of its
fiscal year as the proceeds from as-
set sales and gains in the value of un-
sold assets slipped 20%.

The London-based private-eq-
uity firm said that it invested just
£155 million ($254 million) in the
five months ended Aug. 31, com-
pared with £622 million a year ear-
lier. It booked £448 million in pro-
ceeds from asset sales and gains in
the value of unsold assets, down
from £560 million.

The company’s investments over
the period were exclusively on its ex-

isting assets, providing expansion
capital and in some cases injecting
equity to prevent breaches on bank-
ing covenants.

“Despite the recent strong per-
formance in the equity markets the
economic outlook is still fragile and
private-equity and mergers-and-ac-
quisition markets remain subdued,”
said Chief Executive Michael Queen.
The company will focus on cutting
debt and nurturing its existing port-
folio, he added.

“We are not at the ‘go shopping’
point yet,” said 3i spokesman Patrick
Dunne. “There are some signs of life
in the M&A market and there has
been interest in some assets, but we
will only sell where we can get value.”

At the end of August, the compa-
ny’s net debt had fallen to £858 mil-
lion from £1.91 billion at the end of
March, partly thanks to a £732 mil-
lion rights issue in June. Earlier this
month, 3i sold its venture portfolio
to Coller Capital, HarbourVest Part-
ners and DFJ Esprit for £130 million.

The company has also extended
its revolving credit facilities by two
years to Oct. 31, 2012, with two new fa-
cilities: a £100 million facility, which
replaced its existing £150 million facil-
ity, and a new £250 million facility.

Shares in 3i fell 3.1% to 279 pence
in trading in London. The stock has
lost 44% of its value in the past year,
but has bounced back from record
lows of about 109 pence in March.
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