
Breaking news at europe.WSJ.com

E U R O P E  E U R O P E  

Editorial&Opinion

Labour’s frugal agenda
Party targets law and order, adds extra funding to car-scrapping scheme

Superpower Iran

Tehran’s bid to extend global
reach shows mixed results.
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German
business
has new
wish list

British Prime Minister Gordon Brown, right, and Business Secretary Peter Mandelson tried to rally support at a party conference Monday.

By Elizabeth Williamson

U.S. President Barack
Obama will travel to Copen-
hagen on Thursday to lobby
the International Olympic
Committee on behalf of Chica-
go’s bid for the 2016 Olympic
Games, according to Valerie
Jarrett, a White House adviser.

Mr. Obama will make a
joint presentation with first
lady Michelle Obama Friday
morning in Copenhagen, said
Ms. Jarrett, who heads a
White House team devoted to
promoting the bid. The couple
will then participate in a for-
mal question and answer ses-
sion with the IOC, which will
announce the winning host
city the same day.

Mr. Obama had said earlier

this month that he wouldn’t
attend the IOC’s meeting in
Copenhagen, noting he was
busy with health-care legisla-
tion. He put the first lady in
charge of the U.S. delegation.

Ms. Jarrett said the presi-
dent now believes the legisla-
tionisprogressingsuchthat he
can take the time for the trip.

This will be the first time a
sitting U.S. president person-
ally lobbies at the key final
meeting of the 106-member
IOC. The outcome is expected
to be determined by only a
handful of votes from country
representatives. The IOC will
vote by secret ballot over sev-
eral rounds.

IOC executive board mem-
ber Gerhard Heiberg, who will
cast a vote Friday, said Mr.

Please turn to page 31

The Biggest Deficit
Britain needs
a pro-growth
political party. Page 13
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Leading the News: Five critical questions for U.S. and allies to ask Iran
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By Marcus Walker

And Vanessa Fuhrmans

BERLIN—German busi-
ness wasted no time in mak-
ing demands on the country’s
next government, following
Sunday’s election victory by
Chancellor Angela Merkel’s
center-right alliance.

Business leaders said Eu-
rope’s biggest economy needs
tax cuts, more-flexible labor
laws and a better education sys-
tem, in an attempt to make sure
the next government doesn’t
settle for the status quo.

Jürgen Hambrecht, chief
executive of BASF AG, hailed
the decisive result as an op-
portunity for significant pol-
icy changes. “The new govern-
ment has important decisions
to make to assure the future
of our country, and a clear
mandate from the voters was
essential,” he said.

The new coalition’s top pri-
orities, Mr. Hambrecht added,
should include improvements
to the tax code, new invest-
ments in the education system
and growth-sustaining energy
and environmental policies.

The German Chambers of
Industry and Commerce
called for a first-100-days pro-
gram to cut tax burdens on
business, overhaul the tax
code and improve the avail-
ability of credit for firms. Busi-
ness-unfriendly aspects of
Germany’s corporate and in-
heritance taxes are making it
harder for companies to cope

Please turn to back page

By Laurence Norman

And Joe Parkinson

BRIGHTON—U.K. Prime
Minister Gordon Brown’s
governing Labour Party
promised Monday to extend
its version of the cash-for-
clunkers program as it
sought to rally itself for the
upcoming election.

With the government’s
purse squeezed tight, two of
the party’s biggest hitters—
Finance Minister Alistair
Darling and Business Secre-
tary Peter Mandelson—had
to foreswear the kind of big,
new initiatives that could
help Labour regain the sup-

port of disaffected U.K. vot-
ers. Instead, its last annual
convention before the next
general election due by
June 2010 focused on
pledges of fiscal responsibil-
ity and the shortcomings of
David Cameron’s Conserva-
tive Party, which enjoys a
substantial lead in the polls.

Tuesday is the climax of
the conference, with Mr.
Brown set to focus on social
issues, taking particular
aim at antisocial behavior
that is hard for the police to
prosecute, but a growing
worry for U.K. voters. He
will promise a crackdown on
parents of children who

cause often drink-fueled
havoc in local communities,
threatening to cut their ben-
efits if they don’t seek help.

“We will not stand by and
see the lives of the lawful
majority disrupted by the
behaviour of the lawless mi-
nority,” he is due to say, ac-
cording to remarks released
by the Labour Party.

“Because the decent,
hard-working majority are
getting evermore angry—
rightly so—with the minor-
ity who will talk about their
rights but never accept
their responsibilities.”

Mr. Brown’s close ally Pe-
ter Mandelson produced the

biggest cheer of the confer-
ence up to that point on Mon-
day afternoon, when he an-
nounced the government
would put £100 million
($160 million) extra behind
a car-scrapping scheme that
allows consumers to get a
discount when they trade in
old cars to buy new ones.

The government’s plan
had been due to run its allo-
cated £300 million in fund-
ing, enough to cover the
cost of 300,000 vehicles, un-
til it was exhausted. Experts
said that could have hap-
pened as early as this week,
far sooner than the govern-
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for U.S. Olympic bid
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Xerox agreed to acquire Affil-
iated Computer Services for
$6.4 billion in cash and stock,
jumping on the trend of high-
tech companies buying big
services firms. The deal will
accelerate the growth of Xe-
rox’s business of managing
printing services for corpo-
rate customers. Page 6

n Abbott and J&J an-
nounced separate deals
aimed at securing vaccines
and other drugs. Page 6

n U.S. stocks gained broadly,
helped by corporate deals.
European shares rallied, with
German utilities strong after
election results. Page 20

n Poland is under pressure
to move ahead with a privati-
zation plan to help ease a
2010 budget squeeze. Page 3

n German consumer prices
fell in September, but leading
indicators continue to point to
an economic pickup. Page 2

n Spain’s Prisa will sell 25%
of its profitable textbook-
publishing unit for about
$360 million in an effort to
reduce debt. Page 6

n France Télécom will begin
selling iPhones in England
late this year, ending Telefóni-
ca’s sales exclusive. Page 7

n GM’s planned sale of Opel
faced further uncertainty as
Spain urged an investigation
and German critics were set
to gain influence. Page 2

n The Bank of England may
decide to lower the deposit
rate on reserves to spur lend-
ing, observers say. Page 2

n Guinean security forces
killed at least 14 people when
they fired live rounds to dis-
perse thousands of protesters,
a rights group said. Page 3

n Polanski’s attorney said the
director planned to fight extra-
dition to the U.S. from Switzer-
land after his arrest. Page 5

n Thousands of students
defied threats and protested
against Iran’s government at
Tehran University. Page 9

n A severe budget crunch is
holding up the sale of Ameri-
can military equipment criti-
cal in helping Iraq take over
all security duties. Page 9

n Activist hedge funds have
achieved a sharp turnaround
in recent months from a dire
year in 2008. Page 19

n Swedish police arrested six
suspects in connection with
last week’s helicopter raid on
a cash depot in Stockholm.
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Health-care giants have
jumped into large acquisi-
tions this year, mainly from
positions of weakness. But
Abbott Laboratories
doesn’t face the revenue
“patent cliff” that helped
trigger megadeals such as
Pfizer’s purchase of Wyeth
and Merck’s acquisition of
Schering-Plough.

Hence, Abbott’s share-
price gain since news of its
roughly $7 billion purchase
of the drug unit of Belgium’s
Solvay broke.

Abbott’s pursuit is based
on getting control of Solvay

drugs it already sells in the
U.S. under a royalty agree-
ment. The deal will give Ab-
bott control of cholesterol
drugs Tricor and Trilipix,
which are expected to gener-
ate $1.45 billion in annual
revenue in the U.S. this year,
according to UBS.

An end to royalty pay-
ments alone justifies a large
chunk of Abbott’s purchase
price. UBS reckons sales of
Tricor and Trilipix will gen-
erate Œ462 million for
Solvay next year. Assuming
80% of that is royalties paid
by Abbott, the acquirer will

save about $500 million.
Taxed at 30% and put on

a multiple of 10 times, the
royalty savings are worth
roughly $3.5 billion.

Abbott also is using cash
earned abroad without pay-
ing U.S. taxes by acquiring a
European company, in con-
trast to Pfizer, which had to
pay billions of dollars in
back-taxes when it bought
New Jersey-based Wyeth.

True, the deal should also
give Abbott a chance to
ramp up sales of Solvay’s
drugs in emerging markets.
But it is the far less-exotic

benefits that have investors
enthused.
 —John Jannarone

More at WSJ.com/Heard

Opportunity to participate in Asia’s IPO revival wanes

M&A is poised for rebound
All cycles turn—eventu-

ally. Could the mergers-and-
acquisitions cycle be next?
The value of global M&A ac-
tivity may have hit a six-year
low in the third quarter. But
Kraft Foods’ $19 billion bid
for Cadbury and Abbott Lab-
oratories’ Œ4.8 billion ($7 bil-
lion) bid for Solvay could be
the harbinger of a recovery
in deal-making in 2010.

The conditions look in-
creasingly propitious. First,
debt is once again a realistic
way to fund acquisitions
thanks to the wide spread be-
tween free-cash-flow yields
and corporate-bond yields—
the widest since 1992 in the
U.S., according to Credit
Suisse Group. That suggests
buyers can finance acquisi-
tions with the cash flow of
the target company. Cad-
bury’s forecast 2009 free-
cash-flow yield is 5.5%, while
its 2014 bond is yielding 4.6%.

The stock-market rally
has also widened the earn-
ings multiple differentials be-
tween strong and weaker
companies, a key factor in
explaining Kraft’s approach

to Cadbury and Xstrata’s to
Anglo American. Potential
bidders have a more valu-
able acquisition currency in
their own stock. And initial
public offering activity is
picking up, usually a good
leading indicator of M&A.
The value of global IPOs has
risen sharply in the past six
months.

U.S. and Asian companies
are likely to be in the driv-
er’s seat as their balance
sheets are generally in bet-
ter shape, while European
companies are more likely to
be targets in cross-border
deals. Average net debt
among U.S. companies is 1.75
times earnings before inter-
est, tax, depreciation and am-
ortization compared with
more than two times in con-
tinental Europe. Sectors
such as banking, building,
capital goods and chemicals
may be among the first to
see more deals as well-
armed predators on the hunt
for industrial scale take ad-
vantage of newly favorable
financing conditions.

—Matthew Curtin

Abbott deal’s appeal

with the financial crisis, the associa-
tion’s president, Hans Heinrich Drift-
mann, told reporters in Berlin.

Mr. Driftmann also called on the
government to loosen Germany’s
strict laws on layoffs, which corpo-
rate leaders have long criticized as a
deterrent to hiring, but which labor
unions and much of public opinion
support. “Even if it is a taboo, we
need more flexibility in the labor
market,” Mr. Driftmann said.

Ms. Merkel promised labor unions
during the campaign that she
wouldn’t scrap job-protection laws, a
stance that could lead to tensions
with the Free Democratic Party,
which wants stronger deregulation of
the labor market than the chancel-
lor’s party. In the campaign Ms. Mer-
kel tempered her support for busi-
ness-friendly change with assurances
that she is committed to upholding
Germany’s strong social protections.

In Sunday’s election, Ms. Merkel’s
conservative Christian Democratic
Union, its Bavarian sister party the
Christian Social Union, and its pro-
business ally the FDP won a small ma-
jority of seats in Germany’s parlia-
ment. The victors are expected to
form a new government in coming
weeks, replacing Ms. Merkel’s previ-
ous, awkward coalition with the left-
leaning Social Democrats.

On Monday, Ms. Merkel repeated
her support for limited cuts to in-
come taxes, but wouldn’t commit to
a timetable. Bavarian conservatives
want a firm date for tax cuts, while
the FDP wants more-ambitious tax
cuts and a radical simplification of
Germany’s jungle of tax laws.

Economists warn that the new
government could struggle to
achieve significant tax cuts soon be-
cause of Germany’s gaping budget

deficits. Some economists predict
the government could be forced to
raise sales taxes to repair public fi-
nances, which have taken a beating
in the past year’s recession.

Germany’s economy is expected
to contract by around 5% this year
amid a slump in exports and restric-
tive bank lending. Government sub-
sidies for companies have pre-
vented a steep rise in unemploy-
ment so far, but joblessness is ex-
pected to increase over the next
year amid higher business insolven-
cies. That would hit tax revenues
and drive up social spending, mak-
ing tax cuts even more difficult.

Business groups and economists
also stressed that Germany faces
mounting longer-term challenges, in-
cluding adapting its labor force and
welfare state to an aging population,

and rebalancing its economy to re-
duce reliance on exports. Many be-
lieve the country has to improve the
education and skills of its labor
force, particularly of its often poorly
integrated ethnic minorities, to stay
internationally competitive.

“Germany has a slightly distorted
economy,” thanks to heavy taxes on la-
bor, which have depressed household
incomes and forced companies to fo-
cus on exports instead of the weak do-
mestic market, says Alexander Kock-
erbeck, senior analyst at credit-rat-
ing agency Moody’s. Global demand
for German goods will be “more sub-
dued after the financial crisis,” so
that the German economy will need
to be “better balanced between ex-
ports and domestic demand,” he says.

Despite the difficulties, business-
people from the Mittelstand, Germa-

ny’s legion of midsize family-owned
companies that form the backbone of
Germany’s export-driven economy
and provide most of its jobs, are cau-
tiouslyoptimistic that thenewgovern-
ment will achieve more overhauls
than the last, which was mostly immo-
bile amid ideological economic rifts.

“I expect this coalition is going to
make changes in the next legislative
period that weren’t possible with the
last one,” said Hans-Jochen Beilke,
chief executive of ebm-papst Group, a
makerof energy-efficientfansand mo-
tors. German companies badly need
improvements to tax rules, he said, es-
pecially the estate taxes that burden
family-owned businesses such as ebm-
papst. Mr. Beilke said he also is hope-
ful the new government will be less
prone to subsidizing or bailing out big
industries and companies.

Continued from first page

German business asks Merkel for changes

Financial Analysis and Commentary

Calls for overhauls
German business wants the new government to:

n Ease access to credit
n Cut inheritance-tax burden on family companies
n Cut taxation of corporate interest payments
n Simplify the tax code
n Cut personal income taxes
n Rein in pension and other state spending
n Loosen job-protection laws for small companies
n Improve education and skills training

Source: German Chambers of Industry and Commerce 

German Chancellor and leader of the CDU Angela Merkel meets with FPD leader Guido Westerwelle in Berlin.

The revival in Asia’s IPO
markets is still young, but fa-
tigue already has set in.

The past few weeks have
provided evidence of the
chnage. Dual-listed shares of
Metallurgical Corp. of China,
debuting in Shanghai, missed
the normal surge for a Chinese
issue. Earlier in Hong Kong, it

fell 12% on its first day. Glori-
ous Property Holdings priced
at the low end of its indicative
range in Hong Kong. Korean
drinks maker Jinro delayed its
IPO and cut the price range.

Some see drooping inter-
est as evidence of a new real-
ism as investors actually ana-
lyze a company’s fundamen-

tals before diving in. Invest-
ment funds available are prob-
ably dwindling after the $30.5
billion of Asian IPOs this year.
And as Asian policy makers
talk of higher interest rates,
the liquidity that has sup-
ported markets could subside.

That is bad news for IPO
hopefuls like China Pacific In-

surance. Meanwhile, Rusal,
the Russian aluminum giant,
is looking for a Hong Kong list-
ing in part to take advantage
of higher IPO valuations in
Asia, those familiar with the
deal say. If Rusal doesn’t come
to market soon, it may find it
has missed the opportunity.
 —Andrew Peaple

Source: WSJ Market Data Group
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By Kanga Kong

SEOUL—South Korea’s govern-
ment plans to raise spending 2.5% to
291.8 trillion won ($246 billion) in
next year’s main budget to ensure
economic recovery remains on track.

The budget plan reflects the gov-
ernment’s will “to continue to play
an active role to support economic
recovery with state finance,” but to
trim support from the public sector
amid increasing signs of economic
recovery, the Ministry of Strategy
and Finance said.

It said it expects its deficit to
widen next year, but it cut planned is-
suance ceilings for Korean treasury
bonds and foreign-currency-denom-
inated sovereign bonds to $2 billion
next year from $6 billion this year,
as improving global financial condi-
tions are seen as lowering the need
for an active government role.

The spending plan is down 3.3%
from total expenditure this year of
301.8 trillion won, which includes out-
lays from a supplementary budget-
that the government compiled to
help the economy through the recent
global financial crisis, the ministry
said. The budget is mainly aimed at
revitalizing economic activity, in-
creasing investment for future, sup-
porting low-income workers and
creating new jobs, it said.

Total spending consists of a main
budget and 63 state-run funds, in-
cluding the National Pension Fund.

The budget plan will bring the fis-
cal deficit to 2.9% of gross domestic
product, wider than 2.4% of GDP this
year but an improvement from 5%
once the extra budget is factored in.

South Korea
plans to increase
spending 2.5%
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BOE set to lower rate on reserves

By Emese Bartha

And Peppi Kiviniemi

FRANKFURT—German consumer
prices fell 0.3% in September from
September 2008, but leading indica-
tors continue to point to a pickup in
economic growth that should bring
the euro zone’s brush with deflation
to an end in coming months.

With Europe’s largest economy
reporting a fourth straight month of
deflation, it is very likely that figures
to be released for the currency area
as a whole Wednesday will again
show prices were down for the year.

But indicators and surveys re-
leased in recent weeks suggest that
the European economy is returning
to growth. In the latest sign, the com-
posite index of leading indicators
for the euro-zone economy rose
1.8% in August to 99.1, according to

the Conference Board, a U.S.-based,
nonprofit research group. That fol-
lows a 1.6% increase in July and 1.3%
increase in June, the Conference
Board said.

The leading indicator, which com-
prises several forward-looking
pieces of data and survey informa-
tion, can show turning points in the

economic cycle.
The board warned that the recov-

ery may not be smooth.
“Economic conditions should

continue to improve in the short
term, but a potential jobs crisis
may derail a sustainable recovery
in Europe,” said Jean-Claude Ma-
nini, the board’s senior economist
for Europe.

But euro-zone consumers ap-
pear to be increasingly hopeful that
the economy is on the mend, a devel-
opment that in itself makes such an
outcome more likely.

Still, few expect the European
Central Bank to raise interest rates
anytime soon. Its mandate is to keep
an inflation rate close to, but just be-
low, 2%. Currently, its interest rates
are set at 1%.

In an interview published Mon-
day, a member of the ECB’s govern-
ing council said the inflation rate is
likely to remain below 2% for the
next two years.
 —Flemming Emil Hansen

in Vienna and Luca Di Leo
and Chiara Vasarri in Rome

contributed to this article.

By Natasha Brereton

LONDON—Expectations are
mounting that the Bank of England
soon will lower the deposit rate on
reserves after the central bank con-
firmed that governor Mervyn King
last week traveled to Sweden for
meetings with central bank offi-
cials there.

Mr. King told British lawmakers
this month that the BOE was consid-
ering reducing the deposit rate on
a portion of the reserves held by
banks, to improve the effective-
ness of its quantitative-easing pol-
icy. Under that policy, the U.K. cen-
tral bank buys government bonds
using freshly created money.

In early July, Sweden’s Riks-
bank took the unusual step of charg-
ing banks 0.25% to hold deposits,
having previously paid them
0.25%.

The BOE has confirmed that Mr.
King had a series of official meet-
ings, including some with the Riks-

bank, during his visit to Sweden on
Thursday and Friday.

“Given that Mervyn King has
openly talked about lowering the in-
terest rate that the Bank of England
pays on commercial banks’
deposits, such a visit can
only fuel speculation that
he is seriously interested
in going down that path,”
said Howard Archer, chief
U.K. economist at Global In-
sight.

“However, there are
other matters he may well
be keen to discuss such as
the Sweden banking crisis
in the 1990s and what hap-
pened with bank lending
then,” he said.

Mr. King and other BOE officials
have frequently voiced concerns
that the continuing lack of credit
availability could hinder a hoped-
for economic recovery.

Testifying to lawmakers this
month, Mr. King said that lowering

the deposit rate on reserves held
above a certain level might help dis-
courage banks from hoarding the
cash that the BOE is pumping into
the economy through its £175 bil-

lion ($278.8 billion) quan-
titative-easing policy.

Mr. King also indicated
that any cut should be re-
garded as a complementt
to rather than a replace-
ment for any further bond
buying. “This may be a use-
ful supplement. We will
think about it, but it is not
going to be a major
change,” Mr. King said.

It remains unclear
whether responsibility for

cutting the deposit rate would lie
with the rate-setting Monetary Pol-
icy Committee or the BOE’s man-
agement, but analysts believe that
any action would likely coincide
with the MPC’s regular monthly pol-
icy decisions. The MPC meets Oct. 7
and 8.

German data bring hope
Consumer prices fall
but indicators signal
a pickup in growth

Spain, German election
pose risks to Opel deal

Tumbling
Germany’s consumer price index, 
change from a year earlier

Source: German Federal Statistics
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By Vanessa Fuhrmans

More uncertainty was injected
into the planned sale of General
Motors Co.’s Opel to a group led by
Magna International Inc. as Spain
urged European regulators to in-
vestigate the agreement and Ger-
many’s Free Democrats, consistent
critics of the deal, were poised to
win a powerful voice in Germany’s
new government.

The deal has run into steady fire
from Magna customers and Euro-
pean governments alike since the
Canadian auto-parts maker
reached a preliminary agreement
to buy a majority stake Opel earlier
this month.

Spain’s industry minister
added to the criticism over the
weekend, asking EU commission-
ers to examine whether the deal un-
fairly spares Opel’s German opera-
tions from job cuts and possible
plant closures that are planned.

Germany’s election results may
add another snag. The decisive
gains of Germany’s business-
friendly Free Democratic Party in
Sunday’s elections assured it a
heavyweight position in a new gov-
erning coalition with Angela Mer-
kel’s Christian Democrats.

Ms. Merkel threw her weight
early on behind the Magna deal
with Œ4.5 billion ($6.6 billion) in
pledged loans to keep Opel going.
But the Free Democrats have criti-
cized the rescue plan as a waste of
German taxpayer money.

Analysts said it is unlikely the
FDP would spend its newly minted
political capital by upending an
agreement already crafted by its
new coalition partner. Its party
leader, Guido Westerwelle, re-
frained from any policy specifics
or potential areas of dispute dur-
ing a news conference Monday.

But if serious cracks emerge in
the deal, the new government may
find less reason to keep fighting to
push it through, some analysts
said.

“Overall, this deal is not as near
to completion as many people are
trying to present,” said Tim Urqu-
hart, an automotive-industry ana-
lyst at IHS Global Insight in Lon-
don. “There are still many more
twists and turns.”

The biggest threat is the possi-
bility the European Union could

block the government aid-backed
deal or demand it be significantly
restructured. Government offi-
cials in the U.K., Belgium and
Spain, where Opel has factories,
have asked EU competition offi-
cials to scrutinize whether Ger-
many is engaging in protectionism
in exchange for the loans.

Under the terms of the deal, Ma-
gna and its partner, Russian bank
OAO Sberbank, plan to take a 55%
stake in Opel, which GM is giving
up as it emerges from bankruptcy.
Both Magna and the German gov-
ernment have said the transaction
could take two more months to
close.

Magna says it may cut as many
as 10,500 jobs from Opel’s
49,000-employee workforce in Eu-
rope, 4,500 of them from Germany.
It hasn’t confirmed which plants
would be affected or possibly
closed, but GM has said that Opel’s
plant in Antwerp could be wound
down and that some production in
Spain could be moved to Germany.
So far, Magna has pledged to keep
all four German plants open.

Speaking in New York last
week, the EU’s antitrust chief,
Neelie Kroes, said she was review-
ing the deal carefully for any signs
of protectionism. “We cannot ac-
cept one government bribing com-
panies in order to steal or end the
jobs of another,” she said at an anti-
trust conference at Fordham Uni-
versity.

The Magna-led deal has also ruf-
fled the feathers of some of the
auto-parts maker’s customers,
such as Volkswagen AG and BMW
AG, which have expressed concern
about sharing technical secrets
with a supplier that now stands to
become a direct competitor in mak-
ing cars. Volkswagen in particular
said it is prepared to pull business
in areas where it shares “develop-
ment know-how” with Magna.

Magna officials said they plan
meetings with big auto-maker cus-
tomers to assure them that fire-
walls will remain between the auto-
supply business and the company’s
stake in Opel. A person familiar
with Magna’s strategy said its exec-
utives have already met with some
Asian car makers and the Detroit
makers in the U.S.
 —Phred Dvorak

contributed to this article.
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Arsenal has record profit
Revenue increase,
lid on transfer fees
help football club

Obama to lobby for Games bid
Obama’s appearance is a positive de-
velopment for the U.S. “He is a pow-
erful person and a great personal-
ity,” Mr. Heiberg said. “It will make
an impact.”

The participation of heads of
state has come to be seen as key to
winning the Games. Also traveling
to Copenhagen are Brazilian Presi-
dent Luiz Inácio Lula da Silva to sup-
port Rio de Janeiro’s bid
and Japanese Prime Minis-
ter Yukio Hatoyama to sup-
port Tokyo’s bid. King Juan
Carlos of Spain and Span-
ish Prime Minister José
Luis Rodríguez Zapatero
will be in Copenhagen to
support Madrid’s bid.

Chicago is the home-
town of Mr. Obama, his
wife and several White
House advisers, which is
why, the advisers say, the
White House has launched an un-
precedented effort to attract the
Games there.

In lobbying the committee, Mr.
Obama is following the example of
former British Prime Minister Tony
Blair. London was seen as an un-
likely venue for the 2012 Summer
Games until Mr. Blair turned up at a
key IOC meeting in Singapore. Once
there, he personally lobbied IOC
members. London won the 2012
Games in a close vote. Vladimir Pu-
tin later helped Sochi get the 2014
Winter Games when he went to Gua-
temala City in 2007.

Mr. Blair has since advised Ms.
Jarrett and the White House team
seeking the Games.

Rio and Chicago appear to be the

main contenders. Mr. da Silva, the
Brazilian president, insisted Rio has
the best bid proposal and said Brazil
deserves the Olympics because they
have never been held in South Amer-
ica. “For the other nations, it would
just be one more Olympics,” he said.

Mr. da Silva is expected to be
joined in Copenhagen by football-
legend Pelé, former FIFA President
Joao Havelange, swimming world-

record-holder Cesar Cielo,
three-time French Open
champion Gustavo Kuerten
and bid President Carlos
Arthur Nuzman.

Rio gained IOC praise
for having strong public
support, a stable economy
and experience from suc-
cessfully hosting the Pan
American Games in 2007.
Rio also is hoping to gain
points for its natural
beauty, with mountains cov-

ered with thick green jungle tower-
ing above gorgeous beaches.

But even though Rio has a lot in
its favor and received the least di-
rect criticism in the IOC’s report,
there is one major issue that puts the
city behind its three competitors: se-
curity.

The IOC noted that Chicago,
Madrid and Tokyo are “capable of
providing the level of security and
safety required for the Games,” but
made no such mention about Rio.
The report said officials have been
successful in reducing crime in Rio
recently, but news about crime in
Brazil’s second-largest city remains
a common occurrence.

—The Associated Press
contributed to this article.
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Arsenal’s Cesc Fabregas (top) celebrated teammate Robin Van Persie’s goal in a
September match with Fulham. Arsenal on Monday said annual profit rose 37%.

London bankers shrug off
short-term threat to pay

Labour’s frugal election agenda

FROM PAGE ONE
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LONDON—Arsenal Holdings
PLC on Monday announced record
net profit of £35.2 million ($56.1
million) for the past season, fol-
lowing a big increase in revenue
and helped by manager Arsene
Wenger’s refusal to pay huge trans-
fer fees.

Net profit for the year ended
May 31 was up 37% from the £25.7
million the British football club
generated a year earlier. Revenue
jumped 41% to £313.3 million from
£223 million, thanks largely to tele-
vision revenue and growing ticket
sales when the team reached the
semifinals of both the Champions
League and the FA Cup.

Arsenal also cut its overall
debt, triggered by the building of
the 60,000-capacity Emirates Sta-
dium, to £297.7 million from £318
million a year earlier.

“The group’s profits have now
risen in each of the three years in
which Emirates Stadium has been
our home,” said Arsenal Chairman
Peter Hill-Wood. “This is excellent
news, although I should perhaps
stress that making and reporting
profits is not in itself the primary
objective for the directors.”

The results come as Arsenal is
trying to end a run of four seasons
without a major title. Despite the

arrivals of Russian forward Andrei
Arshavin during last season’s Jan-
uary transfer window and Belgium
defender Thomas Vermaelen be-
fore the start of this season, the
club has refused to make any big
purchases as Mr. Wenger relies on
the youngsters he is grooming at
the club.

“The group’s profitability is im-
portant because it is a by-product

of running the club as a solvent
and successful business, which in
turn allows us to maximize the
level of investment in the playing
staff and in the future develop-
ment of the club,” said Mr. Hill-
Wood. “Arsene has the resources
to bring more players in, if he be-
lieves doing so will add to the qual-
ity which we already have in the
squad.”

By Matt Turner

Bankers are confident this year’s
bonus round will be unaffected by
the political furor over compensa-
tion levels and that efforts by the
Group of 20 industrial and develop-
ing nations to clamp down on pay
will take effect from 2010 at the ear-
liest, according to a poll by recruit-
ment Web site eFinancialCareers.
com.

The survey, which polled the
views of 465 financial-services pro-
fessionals based in London, found
88% believe any potential impact
would only become apparent in the
2010 bonus round or beyond.

The G-20 countries agreed on
broad principles on pay over the
weekend, including increasing the
amounts to be paid in shares rather
than cash and an end to multiyear
guaranteed bonuses.

While 79% of respondents felt
pay would stay the same or decrease
after the G-20’s reforms started to
have an impact, 21% thought it could
still increase.

However, opinions are split on
how much pay could fall. A quarter
said the falls could be as large as
26% to 50%, while 15% believed the
cuts would be less than 10%.

The majority (56%) said they an-
ticipated compensation packages in
the sector would fall between 10%
and 25% as a result of the proposed
recommendations.

The G-20 meeting in Pittsburgh
drew on a report provided by the Fi-
nancial Stability Board that sug-
gested domestic regulators should

have the ability to implement bonus
caps. “National supervisors should
limit variable compensation as a per-
centage of total net revenues when
it is inconsistent with the mainte-
nance of a sound capital base,” the
report said.

When asked which element of bo-
nus regulations under discussion
they would prefer not to be imple-
mented, almost half of respondents,
or 46%, said bonuses being capped
as a percentage of salaries was the
worst possible outcome.

Meanwhile, bankers are split on
whether G-20 plans for reforming
the financial-services sector will
make the industry more stable in
the future. In the survey, 53% of re-
spondents said plans to reform bank-
ing would make the sector more sta-
ble in the future, with 47% believing
they wouldn’t have an impact.

“Financial professionals in Lon-
don at present are split as to
whether the proposed changes can
make the banking system any more
stable in the future,” said John Ben-
son, founder and chief executive of
eFinancialCareers.com

 —For more, visit
efinancialnews.com.

ment had expected. But car indus-
try executives and the Society for
Motor Manufacturers and Trad-
ers, an industry group, lobbied
Lord Mandelson, whose spokes-
man had acknowledged that there
was “growing pressure from
across the sector for an exten-
sion.”

The reception of Lord Mandel-
son, long disliked by those on the
left of the Labour Party, was so
warm that he returned to the lec-
tern after his speech to acknowl-
edge the standing ovation. Lord
Mandelson, the head of the U.K.
government’s business ministry,
has emerged in recent months as
Mr. Brown’s top political opera-
tive and plans to place the econ-
omy and the government’s reac-
tion to the financial crisis at the
heart of the campaign.

“Are we not proud of our busi-
ness secretary?” Mr. Brown said af-
ter Lord Mandelson left the lec-
tern.

The car-scrappage extension
aside, the speeches focused on as-
surances that the Labour Party’s
efforts to fight the downturn
wouldn’t leave the U.K. with an un-
manageable amount of debt.

Mr. Darling told delegates in
his speech that the government
would introduce a new fiscal re-
sponsibility law aimed at reducing
the country’s budget deficit
steadily in coming years.

“We will introduce a new Fiscal
Responsibility Act to require that
the government reduces the bud-
get deficit year-on-year, ensuring
that the national debt remains sus-
tainable in the medium term,” Mr.
Darling said in his speech to the La-

bour Party annual conference.
Mr. Darling said he will set out

his plans for how to reduce the def-
icit while protecting front-line
public services in the Pre-Budget
Report over the next few weeks.

He acknowledged that in order
to achieve a reduced deficit,
“spending will have to be tighter
in the years ahead.”

The U.K. is set to post a budget
deficit of some 12% of gross domes-
tic product in the current financial
year, which ends in March 2010, as
the recession has sharply reduced
tax revenue. However, under the
U.K. Treasury’s current assump-
tions, the deficit is expected to fall
gradually from the 2010/11 finan-
cial year.

The government has promised
to halve the deficit by 2014.

With Mr. Darling acknowledg-
ing that there was no money for
major new policy initiatives, many
of the speakers Monday focused
on attacking David Cameron’s Con-
servative Party.

“The truth is that the old Tory
right that was rejected in 1997 are
quietly feeling at home again with
David Cameron,” Lord Mandelson
said. “At home with his tax plans.
At home with the barely disguised
glee a new generation of Conserva-
tives is showing at the prospect of
deep and savage cuts to public ser-
vices.”

The Conservatives responded
in kind, with their business depart-
ment spokesman, former Finance
Minister Ken Clarke, charging La-
bour with “school-boyish” behav-
ior.

“From a national interest point
of view, it is sad that Peter Mandel-
son did not appear to have a new

idea or policy to offer,” he said. “It
should worry business that we
seem likely to have a winter of
empty government in the middle
of a serious national crisis.”

Mr. Darling noted there were
signs of economic recovery in Ja-
pan, France and Germany. How-
ever, while many economists be-
lieve the U.K. economy has grown
in the third quarter, Mr. Darling
said he is sticking to his prediction
that the country will start growing
again at the turn of the year.

“Many independent forecast-
ers now believe the U.K. too is com-
ing out of recession. I think it is
too early to say so with total confi-
dence,” he said.

Mr. Darling also said the gov-
ernment will introduce legislation
in coming weeks to put an end to
excessive bonuses.

He said the law will put an end
to automatic bank bonuses and
will ensure that bonuses are paid
over several years so they can be
clawed back if the bank’s perform-
ance suffers.

“We won’t allow greed and reck-
lessness to ever again endanger
the whole global economy and the
lives of millions of people,” he
said.

Brenda McGrath, a longtime La-
bour member and former candi-
date for local councilor in West
Derby in northern England, said
Mr. Brown has made all the right
calls in fighting the recession but
that the party would have a better
chance at the next election under a
leader that connected better with
the public.

“I think there is a presentation
issue there and I don’t know how
you get over that,” she said.

Continued from first page

Barack Obama

The G-20 countries
agreed on broad
principles on pay
this past weekend.
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Guinean forces kill 58
in breaking up protest

Polish privatization will narrow budget gap
Treasury is planning
to raise $12.8 billion
by selling state assets

LEADING THE NEWS

By Malgorzata Halaba

WARSAW—Poland’s govern-
ment, faced with a 2010 budget likely
to include a ballooning deficit and
heavy borrowing, has little choice
but to proceed with its ambitious
privatization plan while hoping for a
quick recovery, economists say.

Other methods of dealing with
the budget crunch—such as tax in-
creasesorattemptsto limit spending—
will have to wait, because President
Lech Kaczynski opposes both tax in-
creases and deep spending cuts, and
his term doesn’t run out until 2011.

In late July, the Polish Treasury
presented an updated privatization
plan aimed at raising 36.7 billion zlo-
tys ($12.8 billion) by the end of 2010
through the sale of state-owned as-
sets. The ministry expects to sell 25
billion zlotys in assets next year, ef-
fectively drawing Poland’s privatiza-
tion process to a close 20 years after
the end of communism.

“In the short term, accelerated
privatization is the only way—priva-
tization, a fast economic recovery
and a strong zloty,” said Radoslaw
Bodys, an economist with Bank of
America Merrill Lynch in London.
“If not, it will be impossible to avoid
tax increases in the long term.”

Poland managed to avoid reces-

sion through the worst of the down-
turn; GDP rose 0.8% in the first quar-
ter from a year earlier, and 1.1% in

the second. But the central govern-
ment’s budget is very sensitive to
changes in GDP growth rates, and

the slow growth has eaten into tax
revenue. The government widened
this year’s deficit forecast to 27 bil-

lion zlotys, and said next year’s gap
is set to double to 52.2 billion zlotys.

That means Poland’s net borrow-
ing requirements will rise to 82.1 bil-
lion zlotys in 2010 from 52.1 billion
zlotys this year, according to the Fi-
nance Ministry’s budget plan.

Poland can’t allow its deficit and
public debt to stay at that level for
long. The Maastricht criteria for adop-
tionof the euro place limits on govern-
ment deficits, and the government is
forecasting 2012 as the year when Po-
land might meet those criteria.

Also, Poland’s constitution in-
cludes a provision that would require
a balanced budget in the year after
government debt exceeds 55%. The
Finance Ministry said the 55% thresh-
old won’t be exceeded next year, but
some experts think otherwise.

The Finance Ministry declined to
commenton its strategy to curb public
debt and narrow the budget deficit.

The government plans to sell
stakes in strategic companies includ-
ing copper miner Polska Miedz SA
and refiner Grupa Lotos SA. The min-
istry is proceeding with the sale of
the Warsaw Stock Exchange this
year. It also plans to sell stakes in
power companies Enea, Tauron,
PGE, Energa and PAK.

Chemical plant Kedzierzyn SA
and stakes in Bank Pekao SA, domi-
nant telecom Telekomunikacja Pol-
ska SA and retailer Ruch SA are
also for sale. Coal miner Bogdanka,
valued at 2.5 billion zlotys, listed
35% in June, and is looking to sell a
controlling stake by the end of
2010.

Fiscal deficit, as a percentage 
of GDP

General government debt, as a 
percentage of GDP

Note: Figures for 2009 and 2010 are forecast
Source: Poland's Treasury Ministry and Finance Ministry

Selling the store
The Polish government will likely step up its sales of government-owned companies to help fill the budget deficit
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Railways at the Bogdanka coal mine, part of Poland’s privatization plans.
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CONAKRY, Guinea—Guinean se-
curity forces killed at least 58 peo-
ple when they fired into a stadium to
disperse thousands of people pro-
testing against the leader of a coup
in the West African nation, a human-
rights group said, as the political cri-
sis worsened in the world’s top ex-
porter of bauxite, the raw material
used to make aluminum.

The violence follows months of
wrangling between Capt. Moussa
Dadis Camara, the military ruler
who seized power in a December
2008 coup hours after longtime dic-
tator Lansana Conte died, and his ri-
vals. Capt. Camara has told diplo-
mats in private that he will be a can-
didate in presidential elections
scheduled for Jan. 31, angering oppo-
nents and foreign donors alike.

Opposition parties had orga-
nized Monday’s protest, which drew
some 50,000 people, in the main soc-
cer stadium in Conakry, the capital.
Demonstrators chanted “We want
true democracy.”

Red-bereted soldiers from the
presidential guard later entered the
stadium and fired into the crowd.
Several opposition leaders were ar-
rested, witnesses said, and at least
20 protesters were injured.

“At one hospital alone, we have
counted 58 bodies,” Thierno Maad-
jou Sow, president of the Guinean
Human Rights Organization, told
Reuters. “It seems there are many
more corpses” in another hospital.

One witness said he had counted
at least 20 people with bullet
wounds. Other witnesses said a po-
lice station was torched and several

police vehicles, equipment and at
least one officer captured by crowds.

The ruling junta, known as the
National Council for Democracy and
Development, said it wouldn’t nego-
tiate. “Those who want to defy the
authority of the state, we will stop
them,” said commandant Moussa Di-
egboro Camara on local radio.

A coalition of opposition parties
is leading the campaign against
Capt. Camara’s candidacy and
wanted to hold a meeting at the sta-
dium. It was banned but thousands
of people took to the streets and
broke into the stadium anyway.

Capt. Camara enjoyed initial sup-
port from a population hungry for
change after decades of Mr. Conte’s
rule left the nation in disarray. How-
ever, his crackdowns on former back-
ers in the military, attacks on min-
ing companies that the country de-
pends on and the likelihood he will
run in the January election have
fueled instability.

Since the coup, the international
community has cut off aid and fro-
zen Guinea’s membership in the Afri-
can Union. Mining firms such as UC
Rusal and Rio Tinto haven’t indi-
cated they are ready to leave the
country despite a series of disputes
with the government, but officials
say government revenues from min-
eral exports are expected to fall dra-
matically next year.

Since winning independence half
a century ago from France, Guinea
has been pillaged by its ruling elite.
Its people are among the world’s
poorest, though its soil has dia-
monds, gold, iron and half the
world’s reserves of bauxite.
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Virtual desktops make gains
More companies test
alternative to PCs
as software develops

By William M. Bulkeley

As companies look for new
ways to squeeze costs out of their
technology budgets, some are de-
ciding that the next PC they pur-
chase need not be a PC at all.

Instead, they are testing vir-
tual desktops—a set-up consisting
of a screen, keyboard and small
connector box that ties into a pow-
erful server in the computer room
that has all the software, storage
and processing capabilities that
each desktop user needs.

The so-called thin-client revolu-

tion has been touted before, but
has so far failed to arrive. At last
count about 633 million desktop
PCs were humming in offices
around the globe, according to
technology watchers Gartner Inc.

Gartner and other analysts said
that a new wave of virtualization
software for the desktop, the ris-
ing cost of maintaining PCs rela-
tive to thin-clients’ costs, and de-
mands for more security and regu-
latory accountablity are all mak-
ing conditions ripe for switcho-
vers.

Gartner says the number of vir-
tual desktops doubled in the last
year to about 600,000. It predicts
that over the next five years, 15%
of current PCs will be replaced by
virtual desktops in which the pro-
cessing is done on a central server.

Virtual desktops, which cost

from $200 to $1,000 per user, re-
duce the cost of operating and sup-
porting PC networks by eliminat-
ing most visits to desks by techni-
cians, while reducing viruses and
security violations, analysts said.

“This is the hottest trend out
there among our customers,” said
Brian Gammage, a Gartner ana-
lyst.

Makers of virtualization soft-
ware, such as VMware Inc., Citrix
Systems Inc. and Wyse Technol-
ogy Co., have also worked on ways
to reduce delays that prevented
videos and complex graphics from
displaying reliably on thin clients
in the past.

Cindy Warkentin, chief informa-
tion offcier of Maryland Auto In-
surance Fund, an automobile in-
surer in Annapolis, Md., said she is
trying to virtualize at least two-

thirds of her 600 user desktops
within 18 months. She estimated
that the move will save costs by al-
lowing the company to replace
fewer PCs every year.

The virtual PCs mean her IT
staff can centrally install software
updates in a few minutes instead
of working for several hours over
the weekend.

But virtual PCs won’t work for
all office workers. Ms. Warkentin
said a number of employees have
special software applications that
require a dedicated server. They
will keep their PCs, she added.

Many companies postponed
the normal replacement of their
desktop PCs this year because of
tight recessionary budgets and re-
luctance to buy Microsoft Corp.’s
Vista operating system, which
would have required more power-
ful machines. But the upcoming
version of Windows is getting
good reviews, leading some to
looking to replace their current
hardware.

“Windows 7 and the PC refresh
cycle are two big reasons CIOs are
evaluating virtual desktops to-
day,” said Sumit Dhawan, vice pres-
ident of Citrix.

Most of them are doing pilot
tests with 1,000 or fewer users,
but Citrix says that earlier this
year one customer that it declined
to name signed up to install
230,000 virtual desktops.

Vendors said many customers
won’t save much initially buying
thin clients instead of PCs because
they still have to buy just as many
software licenses and will need to
spend more for back-room servers
and storage. The biggest savings
for most companies come from re-
duced ongoing operating costs.

International Business Ma-
chines Corp., whose service arm in-
stalls virtual networks for custom-
ers, estimates thin-client buyers
get at least 95% savings in the cost
of desktop technology support be-
cause technicians need to be sent
out less frequently. Thin clients
don’t have a hard drive, which is a
common source of trouble, and be-
cause most problems can be
solved at the server site. IBM also
said desktop virtualization can
mean a 40% drop in electricity use.

One cost-conscious user, the
Pike County School System in Ken-
tucky, kept its old PCs in a recent
tech realigment that IBM worked
on, but it turned off their hard
drives and ran them as virtual PCs.

The virtual infrastructure can
also help keep corporate secrets.
IBM’s Jan Jackman, vice president
for end-user services, said that a
1,200-worker IBM software devel-
opment lab in China uses virtual
desktops in part to help keep soft-
ware from being copied when out-
side contractors come in to run
tests on it. Because the software is
on a central server, “They can’t
walk away with the code,” she
said.

Wyse Technology virtual desktops are installed across the campus of Queen
Margaret University in Edinburgh, Scotland.
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New sanctions against Iran seem more likely
Chinese opposition,
Russian indifference
threaten U.N. moves

Iran’s firing of a long-range Shihab-3 missile, seen here rising from an unspecified location in Iran, raises diplomatic tensions.

Talks give U.S., allies chance to ask Iran key questions

UNITED NATIONS—The revela-
tion of Iran’s undeclared nuclear-en-
richment plant has increased the
likelihood of a new round of sanc-
tions against Tehran, but numerous
obstacles remain, including opposi-
tion from China, ambivalence from
Russia and evidence that an array of
existing sanctions have so far failed
to have much effect.

Tenions between Iran and the
West have risen even further in the
past two days as Iran has disclosed
it has tested its short- and medium-
range missiles, ahead of its Oct. 1
meeting in Geneva with the U.S. and
other nations aimed at negotiations
over Iran’s nuclear program.

Iran test-fired its longest-range
missiles on Monday, a second day of
a military show conducted by its
elite Revolutionary Guard. The mis-
siles have ranges of up to 2,000 kilo-
meters, according to state media,
and could reach Israel and U.S. bases
in Iraq, Afghanistan and the Gulf.

Tensions rose last week with the
disclosure that Iran had built a sec-
ond uranium enrichment plant near
the holy city of Qom causing a con-
cern among Western countries that
say they don’t trust Iran’s claim that
its nuclear program is for peaceful
energy purpose.

Officials say a military strike is
off the table-for now. “We are 100%
focused on a diplomatic solution to
this,” said British Foreign Secretary
David Miliband in an interview. “I
don’t think any sane person should
have any illusions about the dangers
of a military confrontation in re-
spect of the nuclear issue.”

That leaves just one option to
force Iran to halt its apparent drive
to acquire nuclear weapons—more

sanctions. But three rounds of
United Nations measures already
passed with Russian and Chinese ap-
proval, plus a raft of unilateral U.S.
and European Union sanctions, so
far have not halted Iran’s continuing
nuclear activities.

And there already exist doubts
about passing the one new sanction
that Britain, France and the U.S.
have seriously discussed—a ban on
Iranian imports of gasoline to target
its fragile, inflation-plagued econ-
omy. While Iran is a major oil ex-
porter—earning $80 billion in its
last fiscal year ended in March—its
lack of refining capacity requires it
to import about 40% of its gasoline
and other petroleum-based fuels.

Iran President Mahmoud Aham-
dinejad has brushed off the threat of
sanctions on gasoline imports. He
boasted in a ceremony in September
in Tehran that Iran could overcome

the challenge. Some experts warn
that sanctions often hurt only ordi-
nary citizens and can serve to rally
the public behind a regime.

A total embargo on Iranian oil—
which Israel has called for—seems
unlikely. While U.S. law already for-
bids American firms from buying Ira-
nian oil, Europe, Japan and China are
big customers. Analysts say the glo-
bal economic recovery would take a
serious hit as an Iranian oil embargo
would drive up world oil prices.

China and Russia, which sit on the
U.N. Security Council and can veto
resolutions, are unlikely to support
such a measure. In fact, it isn’t even
clear they would support a ban on Ira-
nian gasoline imports. Both coun-
tries are major Iranian suppliers.

The three rounds of sanctions al-
ready implemented against Iran at-
tempt to restrict its arms trading and
procurement of nuclear materials.

The U.S. and EU also have slapped on
further sanctions, targeting trade and
banking and accusing Iran of financ-
ing terrorist activities.

But Iran has found ways to get
aroundmany of the sanctions.InJanu-
ary, for example, Lloyds TSB Bank PLC
in Britain agreed to pay $350 million
in fines and forfeitures for, among
other things, disguising the illegal
transfer of more than $300 million on
behalf of Iranian banks and their cus-
tomers. The transfers were made to
buy goods and services from U.S. com-
panies,and payforeign vendors in dol-
lars, in violation of U.S. sanctions on
Iranian financial transactions.

Manhattan District Attorney
Robert M. Morgenthau, whose of-
fice brought the case in coordina-
tion with the Justice Department,
said in an interview he expects in
the next few weeks to bring a similar
case against another bank—which

he declined to identify—for also
helping Iran violate U.S. sanctions
on financial transactions.

“For sanctions to be effective,
there has to be an international com-
mitment,” says Adam Kaufmann, an
assistant district attorney in Mr. Mor-
genthau’s office who headed the
Lloyds probe. “If you’re going to have
EU sanctions, then countries in the EU
have to penalize people that transact
in violation of their sanctions.”

Despite existing U.S. sanctions
on U.S. goods sold to Iran, there is
virtually nothing made in America
that you can’t buy in Iran. The mar-
kets overflow with American goods,
from General Electric refrigerators
to Apple laptops and Levi’s jeans.

The embargoed goods typically
are smuggled in by way of the Per-
sian Gulf from places like Dubai. For
the average Iranian consumer,
though, American goods remain a
luxury because of high prices.

The U.S. restrictions on compa-
nies doing business with Iran have by
and large isolated American compa-
nies, especially in the oil and gas
field, and opened the door for Russia,
Europe and Asian companies. They
haven’t brought projects to a halt.

U.S. sanctions on Iranian banks
have hindered Iranian merchants.
From pistachios to rugs, businesses
have been forced to use third parties
to import goods and raw materials,
driving up their cost.

While the U.S. Treasury Depart-
ment oversees U.S. sanctions on Iran,
U.N. sanctions are monitored by a Se-
curity Council sanctions committee,
made up of all 15 council members.
Nations legally are bound to obey the
sanctions resolutions, yet there
aren’t specific penalties spelled out
for sanctions violations, which must
be reported to the committee.

In March, the sanctions commit-
tee reported that Iran tried to vio-
late sanctions by exporting weap-
ons-related material to Syria. In Au-
gust, the United Arab Emirates
seized an Iranian-bound ship trans-
porting North Korean-made rocket-
propelled grenades, explosives and
detonators in violation of the arms-
import ban.

By Gerald F. Seib

Yes, last week’s announcement
that Iran is building a new, covert nu-
clear processing facility was stage-
managed by the U.S., Britain and
France for maximum dramatic ef-
fect. And yes, it was timed to put
Iran on the defensive heading into
this week’s long-awaited talks with
the U.S.

But the obvious choreography of
the disclosure
doesn’t change the
reality that it is one
of the most trou-
bling yet about

Iran’s nuclear program.
The disclosure, in fact, suggests

a handful of key questions that the
U.S. and its allies should ask Iranian
officials when they meet with them
Thursday in Geneva, in fulfillment
of President Barack Obama’s pledge
to engage Iran diplomatically.

The new facility, near Iran’s holy
city of Qom, isn’t just one more nu-
clear outpost. If the descriptions
U.S. officials offer are correct, it
may be precisely the kind of plant
outside experts have been worrying
about for several years: a covert
spot where Iran planned to do the

higher-level enrichment of nuclear
material necessary to make it suit-
able for a weapon.

Iran already has one giant facil-
ity for enriching uranium, which
the world has known about since it
was disclosed by Iranian opposi-
tion figures in 2002. But it isn’t
producing uranium sufficiently en-
riched to serve as bomb material.
The key question has been: How
could Iran move up the enrich-
ment scale without the world find-
ing out?

The new facility might provide
the answer—and that is why it is a
big deal. Of course, seven years after
faulty American intelligence was
used to justify the war in Iraq, skepti-
cism about such U.S. claims persists.
That is why it is significant that the
leaders of France and Great Britain
stood with Mr. Obama to make this
disclosure.

Now the U.S., the four other per-
manent members of the United Na-
tions Security Council and Germany—
all of which will be part of the talks
with Iran—can this week pose to
Iran these five questions:

n Why is the new facility so
small?

This is one case where smaller is

more dangerous. That big uranium-
enrichment plant that the world
knows about, at Natanz, already has
some 8,000 centrifuges that can pro-
duce low-enriched uranium.

The Natanz plant has the capac-
ity to ultimately hold 54,000 such
centrifuges, U.S. officials say. Iran
says they are all needed to produce
the large amount of fuel needed for
its planned nuclear power plants.

But the uranium processed at Na-
tanz is enriched only to about 5% pu-
rity, and a bomb requires something
like 90% enrichment. With the
world watching Natanz so closely, it
hasn’t been clear how Iran would
sneak away some uranium for fur-
ther enrichment there.

Hence the concern over the new,
smaller facility. U.S. officials say the
new plant, still under construction,
appears designed to hold only 3,000
centrifuges. “An enrichment plant
able to hold only 3,000 centrifuges
can’t make enough fuel for a civilian
nuclear plant,” says one American
government expert.

But it could do the more intense
work of making the smaller
amounts of highly enriched ura-
nium needed for weapons. For its
part, Iran has said the new plant is

designed to make slightly more en-
riched uranium for medical pur-
poses. But that leads to question
two:

n Why is it being built under-
ground, and on a military base?

The new facility is being built in,
essentially, a tunnel under a moun-
tain, at a base used by Iran’s Revolu-
tionary Guards, U.S. experts say.

It isn’t clear why a separate fa-
cility would be needed at all sim-
ply to do enrichment for more civil-
ian projects. “If you’re going to
add another 3,000 centrifuges,
why build on another spot?” says
Ray Takeyh, a Middle East scholar
at the Council on Foreign Rela-
tions. “Why not just expand the ca-
pacity of Natanz?”

Iran says it wanted to keep the
project separate, underground and
under wraps because it worries
about Israeli or American military
strikes. That, though, leads to ques-
tion three:

n Why did you suddenly decide
to disclose its existence?

If Iran’s position was that it
needed to keep the facility hidden to
protect it, it’s unclear why Tehran
suddenly reversed course a little
over a week ago and sent a cryptic

letter to the U.N.’s International
Atomic Energy Agency acknowledg-
ing its existence.

n When did you start building
it?

This question is crucial to
Iran’s legalistic case for keeping
the plant secret. In October 2003,
Iran reached its own, special agree-
ment with the IAEA that required
it to, among other things, disclose
when it begins construction on
new nuclear facilities.

Iran withdrew from that agree-
ment in early 2007, and now main-
tains that, as a result, it has only the
more standard international obliga-
tion to disclose to the outside world
when a facility is about to go online,
which the new one isn’t.

Still, the U.S. experts suspect con-
struction on the new facility was un-
der way before 2007, meaning Iran
was, in fact, obliged to tell the world
about it under any conditions.

n How soon will IAEA inspectors
be allowed in?

This may be the key question in
seeking to resolve the others. The
U.S. is pressing for days, but will it
instead be weeks or months before
Iran opens the doors to outside
eyes?

LEADING THE NEWS

CAPITAL
JOURNAL

By Joe Lauria, Farnaz Fassihi
and Steve Stecklow
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Students intern from their own couches
Virtual jobs provide
employers with help
minus the overhead

EU wants to turn down the volume

By Jonnelle Marte

Natalie Ann Roig completed a
marketing internship last spring—
while riding the bus, sitting on her
parents’ couch and lounging at
home in pajamas.

The internship, in which she
worked 15 hours a week researching
and blogging about corporate work-
place benefits, was virtual—she
needed only a computer and Internet
access. Ms. Roig, a senior at the Uni-
versity of Tennessee at Chattanooga,

never even met her boss, in Atlanta.
“I didn’t have to dress up. I didn’t

have to sit at a cubicle for hours,”
says Ms. Roig, a senior studying
graphic design. “It was more like
work at your own pace and get the
work done.”

Virtual internships, while rela-
tively rare, are becoming more com-
mon, career experts say, fueled by im-
proving technology and the growth
of social media. They are most popu-
lar among small to midsize compa-
nies and online businesses. More
than one-fourth of 150 internships
posted on UrbanInterns.com, a site
that connects small businesses with
part-time workers, are labeled vir-
tual, where the work typically in-

volves researching, sales, marketing
and social-media development.

“In the last 10 years they’ve gone
from being almost unheard of to be-
ing something almost every college
student has at least considered,” says
Steven Rothberg, founder of Col-
legeRecruiter.com, a job board for
students and recent graduates. Mr.
Rothberg says he first saw virtual in-
ternships in the late 1990s in informa-
tion technology and software devel-
opment—industries, he says, where
virtual internships are still the most
common today. Other growth areas
include the sales, marketing and so-
cial-media departments of compa-
nies across various industries.

Interns and career counselors
say virtual internships can allow pro-
spective employees to more easily

sample a wider variety of jobs, with-
out having to relocate. “If you’re in a
place where you don’t have a lot of
internship opportunities, all of a
sudden the world is open to you,”
says Leslie Jensen-Inman, one of
Ms. Roig’s graphic-design profes-
sors at Tennessee-Chattanooga,
who encourages students to seek vir-
tual internships.

Princess Ojiaku, a graduate stu-
dent studying biology at North Caro-
lina Central University, wants to
work in science policy. In July, she
began a virtual internship of up to
six months with Scientists & Engi-
neers for America in Washington,
D.C. She learned about the intern-
ship on Twitter, where she was fol-

lowing updates for the nonprofit
group, which promotes awareness
of science and technology issues to
policy makers.

As part of her internship, Ms.
Ojiaku spends 15 minutes to an hour
each night tracking news articles,
ads and poll results for this year’s
Virginia gubernatorial election, one
of the elections the group is follow-
ing. She posts updates on the
group’s Web site, including You-
Tube videos, campaign ads and sum-
maries of the candidates’ positions
on science-related issues.

Ms. Ojiaku, who is considering be-
ing a lawmaker or policy adviser,
says the internship has helped her
learn about the legislative process
and key players in Congress, with-
out driving eight hours round-trip
to Washington. “I’m getting an in-
side view,” says the 25-year-old,
who juggles the internship with
classes and work as a graduate assis-
tant in a university lab.

But she acknowledges that the dis-
tance limits her view of how policy
making works. Attending committee
meetings or observing lawmakers’
daily routines would give her a better
sense of what it would be like to work
in Washington, she says.

There are other drawbacks to vir-
tual internships. Working remotely,
virtual interns aren’t around other
people, making it hard to build per-
sonal rapport or management skills.

“Some people might want to be
in an office so that they can feel like
they’re in the thick of things,” says
author Lisa Orrell. She has hired
four virtual interns in the past two
years to help maintain her MySpace
and Facebook pages and to promote
her book, “Millennials Incorpo-
rated,” which advises companies on
managing younger workers.

As in traditional internships, in-
terns are supposed to be paid, or re-
ceive school credit for their work, as
Ms. Roig did for her virtual market-
ing internship. “Labeling something
as an internship is not an excuse to
have free labor, so it really has to be
for the benefit of the intern,” says
Jay Zweig, an employment attorney
in Phoenix.

Career coaches and attorneys
say interns, especially those who
aren’t paid, should request detailed
explanations of the hours and tasks
they will be expected to complete. In-
terns should also make sure they
will get feedback and mentoring.

Jed Cohen, 21, graduated from

New York University in the spring
and works full-time as a customer-
service representative for a retailer.
Over the summer, he also worked as
a virtual intern for Careerealism.
com, a site aimed at young job seek-
ers, helping founder J.T. O’Donnell
develop ways to use Twitter and
other technology to drive more traf-
fic to the site.

He also proposed a detailed strat-
egy for how Ms. O’Donnell could im-
prove her page on Squidoo.com, a so-
cial-media site. That move im-
pressed Ms. O’Donnell, who says she

will consider hiring Mr. Cohen for a
paid position if she has an opening.

Ms. Roig still blogs occasionally
for Miriam Salpeter, the career
coach in Atlanta for whom she was a
virtual intern. Ms. Roig says many
graphic-design jobs are virtual, so
learning to use blogging software
and improving her writing will help
her career. She plans to seek other
virtual internships while in gradu-
ate school.

“I would definitely love to con-
tinue on the virtual path in my ca-
reer,” she says.

Natalie Roig did work for her internship last spring wherever she could get a WiFi
signal—at home, school, and sometimes on the city bus in Chattanooga, Tenn.
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BRUSSELS—The European
Union said Monday it wants makers
of popular digital-music players to
recommend users turn down the vol-
ume to preserve their hearing.

The EU’s Consumer Affairs Com-
missioner Meglena Kuneva said ex-
perts and industry will together
draft tougher standards to limit hear-
ing loss.

Action is necessary because there
is cause for concern over health
risks, especially for younger people,
Ms. Kuneva said. “If you want to en-
joy your favorite songs in 20 or 30
years time, turn the volume down.”

The new standards would see
new players include a maximum-
sound-level default at 80 decibels,
Ms. Kuneva said. However, users

could still switch that default off if
they wanted to.

The maximum soundlevels of play-
ers now being sold range between 80
and 115 decibels, and using different
earphones could add up to 9 more
decibels, the EU’s executive commis-
sion said. Sound above 120 decibels is
equivalent to the level of noise gener-
ated by an airplane taking off.

Between 2.5 million and 10 mil-
lion Europeans could suffer hearing
loss from listening to MP3 players at
unsafe volumes—over 89 decibels—
for more than an hour daily for at
least five years, according to an EU
scientific advisory body.

“The use of personal music play-
ers at high volume settings over a sus-
tained time can lead to permanent
hearing damage,” said Ms. Kuneva.

“We need to make sure consumers,
particularly young people, are aware
of these risks.”

She said the risk of hearing dam-
age also depended on the length of
time users spend listening to music
and urged manufacturers to beef up
health warnings, either in instruction
manuals or on the device itself.

Regulators are expected to finalize
the new standards over the next year,
Ms. Kuneva said.

Apple has already moved recently
to upgrade iPods and software to limit
volume levels after France passed a
law capping sound to 100 decibels for
music players. The company also
ships a warning with each iPod, cau-
tioning that “permanent hearing loss
may occur if earphones or head-
phones are used at high volume.”

THE MART
BUSINESS OPPORTUNITIES CAPITALWANTED

à As with all investments,
appropriate advice should

be obtained prior to
entering into any
binding contract. à
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Rental Car Franchise
Recognized rental car franchise
located in Western US seeks
financing or strategic partner.

Contact:
J. Sarachek at 212 265 7013 or
jsarachek@triaxadvisors.com
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Director Roman Polanski pictured in Berlin in 2006. He was arrested Saturday at
the request of U.S. authorities in connection to a 1978 warrant.

Polanski plans to fight extradition to U.S.
Arrest of director
in Zurich sparks
a diplomatic row

By Deborah Ball

And Tamara Audi

ZURICH—An attorney for Ro-
man Polanski said the Academy
Award-winning director plans to
fight extradition to the U.S. from
Switzerland, where he was arrested
over the weekend on a 31-year-old
warrant for having sex with a
13-year-old girl.

The arrest and possible extradi-
tion opened a diplomatic row in Eu-
rope as French Foreign Minister Ber-
nard Kouchner pressed the Swiss to
freeMr.Polanski,brandinghisdeten-
tion “a bit sinister.” Mr. Kouchner
andPoland’sforeignministryarecon-
sidering a joint request to U.S. Secre-
tary of State Hilary Clinton to ar-
range for a pardon of Mr. Polanski.

TheLosAngelesdistrictattorney’s
officesaidthatitplanstopursueextra-
ditionthrough the U.S.Department of

Justice. A U.S. law-enforcement offi-
cialsaidMondaythatpreparingsucha
request can take weeks. According to
the U.S. treaty with Switzerland, Mr.
Polanski can be detained by Swiss au-
thoritiesforupto60dayswhileU.S.au-
thorities file the extradition request.
Eitherside couldappealtheoutcome.

Hervé Temime, one of Mr. Polans-
ki’s Paris-based lawyers, issued a
statementMondaysayingthathiscli-
ent plans to fight any request to send
himbacktothe U.S. “Mr.Polanski has
refused to be extradited,” Mr.
Temime said in the statement. “Con-
sidering the outrageous circum-
stancesofhisarrest,hisSwisslawyer
will immediately request his release,
possibly under certain conditions.
His lawyers also emphasize that any
extraditionrequestisillegal.”Inaddi-
tionto his French lawyers, Mr.Polan-
ski has retained counsel in Zurich.

The arrest adds a new chapter to
the long-running legal saga of a cele-
brated but controversial film-indus-
try figure. Mr. Polanski, director of
the films “Chinatown” and “Rose-
mary’s Baby,” fled the U.S. in 1978 af-
ter being convicted in California on
onecountofhavingsexwithanunder-

age girl. After fleeing the U.S., Mr. Po-
lanski took up residence in France,
where he was born to Polish parents.

Mr. Polanski was taken into cus-
tody Saturday evening upon his ar-

rival in Zurich for a film festival,
where he was to have received a life-
time-achievement award. Swiss po-
lice arrested him at the request of
U.S. authorities on a 1978 warrant is-

sued after he became a fugitive.
Mr. Polanski’s decision to fight ex-

tradition opens the door to another
long legal battle to decide his fate. He
could have opted to return to Califor-
nia in the hope that his conviction
would be dismissed. Earlier this year,
he appealed his conviction in a Cali-
fornia court, arguing that the judge
who heard his case was guilty of mis-
conduct. The court acknowledged
“substantial misconduct” by the pre-
siding judge in the original 1978 case,
but refused to rule on any appeal as
long as Mr. Polanski was on the run.

Mr. Polanski has long ties to Swit-
zerland, including a country home in
Gstaad, the resort that has attracted
celebrities for decades. Some com-
mentators have suggested thatMr.Po-
lanski be allowed to stay in his home
there pending the judicial procedures.

Swiss authorities have defended
theirmovetoarrestMr.Polanski,say-
ingthat they were bound by an extra-
dition treaty with the U.S. to respect
a valid request. During a visit in
FranceMonday,SwissEconomyMin-
isterDorisLeuthardsaid,“TheAmer-
icans are convinced of the necessity
toarrestPolanski.Itwasuptothem.”
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By David Szalay

What a piece of
Cold War nostalgia!
Fused together by
their similar names,
through four mara-
thon matches over
four years, they
were like Siamese
twins. Karpov and
Kasparov. Kasparov
and Karpov. So for a

schoolboy of the 1980s, to see their
names paired again in Spain—
where they played their final world
championship match in 1987—was a
Proustian experience.

The match they played earlier
this month to mark the 25th anniver-
sary of their first world-title bout
was the highlight of a chess confer-
ence in the city of Valencia. The two
Russians played 12 games of speed
chess over three days. And just as he
did in the ’80s, Garry Kasparov
emerged victorious, winning 9-3.

Before the match he told the
Spanish newspaper El Pais that the
quality of the chess was unlikely to
equal that of the five month,
48-game struggle of 25 years ago.
“In this case,” he said, “nostalgia
will be a positive thing, and the duel
will serve to put a spotlight on chess
again.” Some things never change,
though—both players grumbled
about the lighting in the hall.

Chess in the second half of the
20th century was overwhelmingly
a Soviet phenomenon. But the So-
viet Union is gone, Spain far more
prosperous, and players’ fees de-
nominated in euros. As for the play-
ers, Anatoly Karpov is scarcely rec-
ognizable—the ax-faced and hun-
gry master of 25 years ago is now a
well-fed elder statesman. He’s still
an active pro, if in steep decline.
(He worked hard for this one,
though, spending weeks training
with a team of grandmasters and a
supercomputer.)

Mr. Kasparov hasn’t played pro-
fessionally for years, devoting him-
self instead to Russian politics. To
prepare for this match he spent time
with the Norwegian wunderkind
Magnus Carlsen—the next great
champion of the game, Mr. Kasparov
says. (It will be at least two years be-
fore Mr. Carlsen gets his chance to
prove that.) With the Soviet monop-
oly ended, chess has largely shed its
political import.

Chess never mattered that much
in the past. In 1809 Vienna Napoleon
lost to the “Turk”—ostensibly an
early chess-playing machine but in
fact a man in a box, operating levers
to move the painted effigy’s wooden
hands. The emperor swept the
pieces from the board and shouted
“Bagatelle!”—a trifle. Only in exile
on St. Helena did he take chess seri-
ously.

In 1920, a more accomplished am-
ateur—Lenin—founded the Soviet
Chess School, overruling those of
his party who thought the game a
luxurious and aristocratic pastime,
and started the Soviet obsession
with chess. Nikolai Krylenko, who
headed the Soviet chess program,
may have been odious—he’s other-
wise best known for his part in Sta-
lin’s show trials—but he was spec-
tacularly successful in putting the
Soviet Union at the forefront of
world chess. For 4 1/2 decades after
World War II, with only one short in-

terruption, the world champion was
a citizen of the Soviet Union.

Mikhail Botvinnik was the first
champion, in 1948, and to a large ex-
tent he established the nature of the
modern game. Gone was the swash-
buckling improvisation of the 19th
century, when men like Adolf Ander-
ssen and Paul Morphy took their op-
ponents apart with dashing tactical
flair applauded as the summit of the
art. Then, the game was primarily
seen as an art, the flower of effort-
less individual genius. Now we
would say the style of Messrs. Ander-
ssen and Morphy lacked strategic
depth.

Mr. Botvinnik, the patron saint of
this view, perfected chess as sci-
ence, as tireless study and endless
preparation, as an exercise in strate-
gic patience. His openings were de-
signed not to spring tactical sur-
prises that could be used only once,
but to lead to complex positions that
he’d understand better and more
deeply than his opponent. He was
the first world-class player to be pro-
duced by Mr. Krylenko’s school, and
he nurtured the men who would
maintain the Soviet stranglehold on
the game for decades to come—in-

cluding Mr. Kasparov, of whom Mr.
Botvinnik said, “The future of chess
lies in the hands of this young man.”
On the other hand, he said of Mr. Kar-
pov, “This boy doesn’t have a clue
about chess.” (Mr. Botvinnik himself
admitted his judgment was some-
times flawed.)

In the postwar period, only one
man managed briefly to wrest the ti-
tle from Soviet hands. Bobby Fis-
cher grew up in New York’s borough
of Brooklyn. Unlike the Soviet
Union, the U.S. had no state-run
chess program with priority almost
equal to the space program. It didn’t
give chess-players the status of
Olympic gold medalists. But with
Mr. Fischer the U.S. managed to pro-
duce probably the single most tal-
ented player of the era, if not of all
time.

The country might have hoped
for someone less odd and objection-
able. Mr. Fischer was an anti-Semite
who years later was to describe 9/11
as “a good thing.” Chess, it was said,
was his first language. He was a
grandmaster at age 15. When Mr. Fis-
cher took on Boris Spassky in the
1972 World Championship match in
Reykjavik, Iceland, he became the

first non-Soviet challenger in a quar-
ter of a century.

Messrs. Spassky and Fischer
were reluctant, unlikely Cold War-
riors. In later years they both re-
jected their unlooked-for roles as
champions of their systems. After
decades of exile, Mr. Fischer died
back in Reykjavik in 2008, an Icelan-
dic citizen and a fugitive from Ameri-
can justice. Mr. Spassky has lived
quietly in France since the mid-’70s.

But for a few months in the sum-
mer of 1972, the two rivals and their
game took on a strange geopolitical
aura. Even Henry Kissinger pleaded
with Mr. Fischer—who at the last
minute seemed reluctant to fly to
Iceland—to show the Commies
what he was made of.

Things got off to a shaky start for
Mr. Fischer. The sort of blunder a
half-decent club player would never
make cost him the first game. And
he didn’t even show up for the sec-
ond. He was erratic, petulant, unpre-
dictable, on a monumental scale. It
drove poor Mr. Spassky up the wall.

But suddenly Mr. Fischer started
playing things he had never played
before, such as Alekhine’s Defense,
and playing them with devastating

sharpness and insight. He impro-
vised and made a mockery of Mr.
Spassky’s meticulous preparation.
When Mr. Fischer won the sixth
game—surprising his opponent by
opening with d4, the queen
pawn—Mr. Spassky stood and
joined in the applause.

There was more Cold War skul-
duggery, too. The Russians accused
the Americans of using electronic de-
vices to meddle with their man’s
brain. The Americans counter-ac-
cused. The Icelandic police took the
place apart and, in the lighting fix-
tures, found only two dead flies.

True to form, Mr. Fischer refused
in 1975 to defend his title. Young Mr.
Karpov took it by default and held it
easily for another all-Soviet decade,
until Mr. Kasparov challenged him.
The Soviet Union was starting to
feel the forces that would pull it
apart—forces that young, abrasive
Mr. Kasparov seemed to embody, as
he faced the establishment’s man.
(Still, Mr. Kasparov was a member
of the Communist Party.)

The match turned into a war of at-
trition, producing 40 drawn games
before it was stopped like a boxing
match for the well-being of the fight-
ers. The score then was 5-3 to Mr.
Karpov. For the next three years
they slugged it out, Mr. Kasparov
winning each time by small and di-
minishing margins. In 1987, their
fourth and final match, they tied at
12-12. (They met several times
again, for example at a speed-chess
match in Germany in 1999, playing
to a draw.)

Today, the top contenders are no
longer predominantly Russian.
While Norway’s Mr. Carlsen waits
for his shot at the championship,
reigning champion Viswanathan
Anand of India and the Bulgarian Ve-
selin Topalov, currently No. 1 in the
world rankings, will face off for the
title next year.

Meanwhile, chess has largely
faded from the world’s front pages.
One exception: the matches be-
tween Mr. Kasparov and a series of
computers built by International
Business Machines. In 1997 the com-
puter Deep Blue for the first time
won a match against the incumbent
world champion.

It was purely a matter of process-
ing speed. The computer only wants
to win because we tell it to want to
win. If we tell it to lose, it will—and
just as happily. What’s so fascinat-
ing about chess is the way that it
combines two human characteris-
tics that seem so far apart—our infi-
nite capacity for abstraction and
imagination on the one hand, and
our equally infinite competitiveness
on the other.

It’s this competitiveness which
gives meaning to chess; this is proba-
bly why it’s so appealing as a proxy
for political conflict. And this I think
is why, as they waited for the first
game to start in Spain recently,
Garry Kasparov and Anatoly Karpov
seemed—though little was now
truly at stake—to slip back into their
younger, fiercer, hungrier selves.

David Szalay is the author of two
novels: “London and the South-
East” and, most recently, “The In-
nocent,” which is set in the USSR
in 1972 and includes an account of
the great Fischer-Spassky match
of that year from a Soviet perspec-
tive.

The old kings meet to play a new game
Former champions Kasparov and Karpov compete again in Spain, but the stakes have changed

Above, Garry Kasparov, right, and Anatoly Karpov in Spain last week. Below, Mr. Karpov and Mr. Kasparov in 1984.
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Prisa to sell
25% stake in
textbook unit

U.S. drug firms set deals to acquire vaccines

By William M. Bulkeley

And Joseph Pereira

Xerox Corp. jumped on the trend
of high-tech companies buying big
services firms, agreeing to acquire
Affiliated Computer Services Inc.
for $6.4 billion in cash and stock.

Wall Street reacted negatively to
Xerox’s prospects under the deal.
Shares in the company declined 15%,
or $1.31, to $7.67 at 4 p.m. Monday in
composite trading on the New York
Stock Exchange. ACS rose 14%, or
$6.61, to $53.86, also on the NYSE.

The agreement shows that Xe-
rox’s recently elevated chief execu-
tive, Ursula Burns, is moving quickly
to invigorate the copier and printer
giant, which has steadied its bal-
ance sheet in recent years but has
been mired in slow-growth busi-
nesses for most of a decade.

The companies said their combi-
nation will accelerate the growth of
Xerox’s business of managing print-
ing and document services for corpo-
rate and government customers—a
key focus for Xerox as it has tried to
move beyond the ruthlessly compet-
itive businesses of selling copiers
and printers. They said the deal will
create a world-wide sales channel
for ACS paper-handling and process-
ing services, which currently are
mostly used by U.S. enterprises.
ACS is a leader in servicing state
Medicare and Medicaid agencies,
and 40% of its business is with gov-
ernment entities.

The deal is expected to nearly tri-
ple Xerox’s service revenue to an es-
timated $10 billion next year from
2008’s $3.5 billion.

Xerox, of Norwalk, Conn., will
pay $18.60 per share in cash plus
4.935 Xerox shares for each share of
ACS, whose headquarters are in Dal-
las. Based on Friday’s closing price,
Xerox valued the deal at $63.11 a
share, a 34% premium to ACS’s clos-
ing price of $47.25 on Friday.

Despite the market’s negative re-
action, analysts predicted the sale
will go through. ACS founder and
Chairman Darwin Deason, who has a
42% voting stake through special
voting rights, has pledged his vote

for the pact. Mr. Deason, 69 years
old, said he will remain a major
shareholder of Xerox after the acqui-
sition. ACS President and Chief Exec-
utive Lynn Blodgett, 55, also backed
the deal and said he plans to remain
with the combined company, run-
ning its business-process-outsourc-
ing services.

Mr. Deason stands to realize
about $790.5 million on the transac-
tion from his stock and options
based on a Xerox stock price of $7.34
a share, its midday price. He has
been trying to sell ACS for at least
two years. Mr. Blodgett will realize
about $31 million. In 2007, Mr. Dea-
son and ACS agreed to take the com-
pany private through a $6.2 billion
leveraged buyout led by Cerberus
Capital Management. The deal was
canceled in October 2007 when
credit markets tightened for equity

capital. A similar deal two years ear-
lier also fell apart.

The Xerox deal doesn’t carry a
break-up fee. However, one person
familiar with the company’s think-
ing said it is unlikely other bidders
will emerge, because any acquirers
already would have been aware that
ACS was available at this price.

The Xerox stock decline isn’t un-
usual for a company making a big ac-
quisition. But some observers said
there are even more risks in this
deal than in many others. Standard
& Poor’s Ratings Services said it put
Xerox’s credit rating on “watch”
with negative implications because
Xerox will be taking on $2 billion of
ACS debt and adding $300 million of
convertible preferred stock that will
be paid to Mr. Deason. S&P said the
rating would likely drop one notch
to triple-B-minus.

Keith Bachman of BMO Capital
Markets wrote that the combination
has “less than optimal initial strate-
gic overlap,” because he is skeptical
that Xerox’s sales force will have
much success cross-selling ACS ser-
vices.

Ms. Burns was promoted from
chief operating officer in May, suc-
ceeding Anne Mulcahy, who had
taken the reins in 2001 amid an ac-
counting scandal and a revenue
meltdown that left Xerox teetering
on the brink of a bankruptcy filing.

In an interview, Ms. Burns said
she started intense negotiations
with ACS, examining the possible
benefits of a takeover, shortly after
she became CEO.

Xerox worked with Blackstone
Advisory partners and J.P. Morgan
Chase & Co. Citigroup Global Mar-
kets advised ACS.

Xerox to buy big services firm
Deal to pay $6.4 billion for Affiliated Computer marks effort to revitalize printer giant

CORPORATE NEWS

Xerox Chief Executive Ursula Burns talked with Affiliated Computer Services CEO Lynn Blodgett at Xerox’s Connecticut
headquarters on Monday. The copier maker agreed to buy ACS as it expands into computer services.
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U.S. health-care companies Ab-
bott Laboratories and Johnson &
Johnson announced deals valued
around Œ5 billion ($7.3 billion) with
European rivals on Monday aimed
at securing vaccines and other prod-
ucts key to future growth.

Abbott confirmed it will acquire
the pharmaceutical unit of Belgian
conglomerate Solvay SA for Œ4.5 bil-
lion in cash, with as much as Œ300
million more if certain milestones
are met between 2011 and 2013.

J&J said it will pay Œ301.8 mil-
lion for an 18% stake in Dutch bio-
technology company Crucell NV as
part of a deal to collaborate on the
treatment and prevention of influ-
enza.

Merck & Co., meanwhile, said it
has agreed to sell CSL Ltd.’s sea-
sonal flu vaccine in the U.S. for a six-
year period starting next fall. It
didn’t disclose terms of its deal with
CSL, its vaccine-development part-
ner since 1980.

CSL’s Afluria vaccine was ap-
proved by the U.S. Food and Drug Ad-
ministration two years ago. Under
the deal Merck said it will have eight
of the 10 vaccines on the recom-
mended list for U.S. adults.

J&J’s deal with Crucell will pro-
vide it “access to antibody and vac-
cine know-how and technology,”
said Paul Stoffels, J&J global head of
pharmaceutical research and devel-
opment.

Big pharmaceutical companies
have been increasingly eyeing the
global vaccines market as block-
buster drugs go off-patent. In Janu-
ary, Crucell pulled out of friendly
takeover talks with U.S.-based Wy-
eth, which will merge with Pfizer
Inc.

Crucell and J&J will start with
the development and commercial-
ization of a universal antibody prod-
uct for the treatment and preven-
tion of influenza, while in the longer
term they will work on new discov-

ery programs for a universal influ-
enza vaccine and antibodies target-
ing up to three other infectious and
noninfectious diseases.

Crucell in August received a con-
tract for up to $69.1 million in fund-
ing from the National Institutes of
Health for the development of anti-
bodies to treat seasonal and pan-
demic influenza.

Abbott executives said the deal
for Solvay will diversify the compa-
ny’s product lineup, expand its pres-
ence in emerging markets, beef up
its pipeline of experimental drugs
and give Abbott an entry into the
vaccines market.

“This is a significant business
that will further diversify sources of
our pharmaceutical growth,” Ab-
bott Chief Executive Miles White
told analysts on a conference call.

Abbott, of Abbott Park, Ill., is
also assuming Œ400 million in liabili-
ties from Solvay, Brussels-based
Solvay said in a statement.

It is the biggest deal Abbott has
done since 2002, and it will add
more than $3 billion in annual sales,
most of which will be outside the
U.S., Abbott said Monday.

The deal also gives Abbott full
control of two drugs for cholesterol
and triglycerides that Abbott and
Solvay already sell together—Tri-
cor and Trilipix.

Sales of those drugs, however,
could come under pressure if the re-
sults of a large U.S.-sponsored pa-
tient trial involving Tricor are nega-
tive, as some doctors and analysts
expect. Also, Tricor could become
exposed to generic competition in
the next couple of years.

Solvay also sells hormone treat-
ments and has a small flu-vaccine
business. In a news release in early
September, Solvay said it had begun
producing small batches of vaccine
for the H1N1 swine-flu virus, which
it planned to test in studies. Abbott
may be hoping to boost investment
in that business.
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By Santiago Perez

And Jason Sinclair

MADRID—Spain’s Promotora
de Informaciones SA agreed to sell
25% of its profitable textbook-pub-
lishing unit Grupo Santillana Edi-
ciones to private-equity firm DLJ
South American Partners in a deal
valued at about $360 million, as
part of an effort to reduce its debt.

The Spanish media company,
known as Prisa, said the deal values
the whole of Santillana at $1.45 bil-
lion. The agreement calls for a pact
to be set up to manage the publish-
ing company. No additional details
were disclosed.

Santillana, the leading provider
of textbooks in Spain and Latin
America, is one of Prisa’s most prof-
itable units, contributing steady
cash flow amid a drop in advertis-
ing revenue that is hitting some of
its other businesses. In the first half
of 2009, Santillana was Prisa’s best-
performing division in terms of rev-
enue growth, with sales rising 6.5%
to Œ271.6 million ($398 million;
Prisa’s total sales dropped 17% to
Œ1.68 billion during the period.

The fact that Prisa is selling off
part of such a lucrative unit shows
the extent of its debt woes. The com-
pany is struggling with a debt load
of Œ5 billion after an ill-timed expan-
sion spree during boom times.
Prisa’s move to sell stakes in key as-
sets to improve its finances comes
at a time when the global media in-
dustry is facing unprecedented chal-
lenges.

Prisa also owns El Pais, a large,
influential Spanish newspaper.

Shares in Prisa rose 1.6% in an
overall lower Spanish market, hav-
ing risen nearly 4% immediately fol-
lowing the announcement.

“The deal is good for Prisa, but
isn’t enough to make a significant
impact on Prisa’s overall debt
load,” said Ahorro Corp. analyst Vir-
ginia Perez.

South American Partners is con-
trolled by Credit Suisse Group’s Al-
ternative Investment arm and tar-
gets investment opportunities in
Latin America, with a focus on Ar-
gentina, Brazil and Chile.

In a meeting with journalists
and business leaders Monday,
Prisa’s Chief Executive Juan Luis Ce-
brián said the company as a whole
would reach sales of more than Œ3
billion this year. He added the com-
pany’s television unit Sogecable,
which includes pay-satellite TV
platform Digital+ and free-to-air
channel Cuatro, has a healthy bal-
ance sheet. Prisa tried to sell Digi-
tal+ last year, but rejected offers as
too low.

Prisa’s international expansion
grew in tandem with a wider eco-
nomic boom in Spain, and the com-
pany loaded up on debt when it was
easy to come by and to finance. The
credit crunch sparked a dramatic
drop in revenue as Spain slid into re-
cession, forcing Prisa to come up
with plans to sell prized assets.

Prisa’s decline in market value
has been extreme, dropping to
about Œ850 million from nearly Œ3
billion two years ago.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.20 $27.43 0.47 1.74%
Alcoa AA 19.80 13.44 0.36 2.75%
AmExpress AXP 9.40 34.41 1.34 4.05%
BankAm BAC 118.40 17.22 0.62 3.73%
Boeing BA 4.60 53.07 1.55 3.01%
Caterpillar CAT 5.90 52.18 0.98 1.91%
Chevron CVX 5.60 71.70 1.04 1.47%
CiscoSys CSCO 64.70 23.61 0.99 4.38%
CocaCola KO 7.00 53.13 0.16 0.30%
Disney DIS 8.00 28.23 0.61 2.21%
DuPont DD 4.00 32.68 0.94 2.96%
ExxonMobil XOM 12.30 69.59 0.89 1.30%
GenElec GE 70.00 16.76 0.39 2.38%
HewlettPk HPQ 15.50 47.88 0.86 1.83%
HomeDpt HD 6.40 27.26 0.41 1.53%
Intel INTC 35.00 19.74 0.37 1.91%
IBM IBM 7.70 119.33 –1.75 –1.45%
JPMorgChas JPM 21.00 44.81 1.16 2.66%
JohnsJohns JNJ 8.30 61.27 0.65 1.07%
KftFoods KFT 9.60 26.17 –0.07 –0.27%
McDonalds MCD 7.50 57.17 0.22 0.39%
Merck MRK 12.80 32.03 0.78 2.50%
Microsoft MSFT 36.90 25.83 0.28 1.10%
Pfizer PFE 27.60 16.57 0.17 1.04%
ProctGamb PG 8.20 58.16 0.15 0.26%
3M MMM 2.20 75.01 1.21 1.64%
TravelersCos TRV 3.80 49.16 1.41 2.95%
UnitedTech UTX 5.10 61.64 0.10 0.16%
Verizon VZ 10.80 30.35 0.41 1.37%
WalMart WMT 14.10 49.50 0.03 0.06%

Dow Jones Industrial Average P/E: 16
LAST: 9789.36 s 124.17, or 1.28%

YEAR TO DATE: s 1,012.97, or 11.5%

OVER 52 WEEKS t 576.09, or 5.6%

 Note: Price-to-earnings ratios are for trailing 12 months
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Also, receive email alerts that
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Europe and Asia.
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WSJ.com/Online Today

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

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

JPMorgan $169 5.3% 81% 11% 7% …%

Morgan Stanley 166 5.2% 77% 10% 13% …%

UBS 166 5.2% 66% 16% 18% …%

Credit Suisse 152 4.8% 66% 5% 28% …%

CITIC Securities 140 4.4% 79% 18% 3% …%

China Intl Capital Corp Ltd 138 4.3% 76% 19% 5% …%

Goldman Sachs 124 3.9% 77% 7% 17% …%

Citi 117 3.7% 65% 19% 13% 3%

Deutsche Bank 109 3.4% 52% 20% 25% 3%

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

ArcelorMittal Fin 177 –48 –97 –124 Alliance Boots Hldgs  313 12 14 4

3i Gp  223 –7 –50 –91 FCE Bk  633 12 –10 –108

Porsche Automobil Hldg 155 –4 –18 –27 Nielsen  617 13 7 –42

Inv  84 –4 –2 –6 GKN Hldgs  294 13 35 14

Skandinaviska Enskilda Banken  97 –4 –9 –40 TUI  1008 13 41 –205

C de Aho Y Monte de Piedad de Madrid 178 –4 –15 –34 Rallye 571 13 –31 –382

Bay Landbk Giroz 92 –3 –2 –14 Contl  510 15 3 –234

Corus Group 682 –3 –30 –135 Seat Pagine Gialle  1439 16 –233 –457

Wendel 500 –3 –73 –191 Lagardere Societes 246 18 –77 –102

Kdom Sweden 43 –3 –2 –6 UPM Kymmene  317 19 6 –53

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

Bayer Germany Specialty Chemicals $58.6 48.45 4.82% –7.2% 19.5%

Soc. Generale France Banks 49.1 55.45 4.66 –8.9 –52.2

E.ON Germany Multiutilities 86.3 29.48 4.50 –15.1 –5.7

RWE Germany Multiutilities 49.6 64.80 4.20 –2.6 –11.8

ArcelorMittal Luxembourg Iron & Steel 60.1 26.31 4.03 –22.6 –4.0

SAP Germany Software $59.5 33.20 –0.90% –13.6 –14.2

Nestle S.A. Switzerland Food Products 155.3 43.88 –0.23 –5.7 0.6

Sanofi-Aventis S.A. France Pharmaceuticals 97.8 50.82 0.38% 13.5 –27.8

BG Grp U.K. Integrated Oil & Gas 61.9 10.90 0.46 7.8 67.4

Diageo U.K. Distillers & Vintners 42.6 9.72 0.62 1.7 3.3

...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

Siemens 88.2 65.96 3.82% 1.6% –3.2%
Germany (Diversified Industrials)
GDF Suez 101.0 30.57 3.28 –13.2 0.0
France (Multiutilities)
BASF 48.9 36.35 3.09 8.1 14.1
Germany (Commodity Chemicals)
Allianz SE 55.4 83.66 2.99 –12.6 –38.6
Germany (Full Line Insurance)
Astrazeneca 65.3 28.29 2.80 16.3 –15.2
U.K. (Pharmaceuticals)
HSBC Hldgs 197.6 7.23 2.71 –4.1 –14.3
U.K. (Banks)
Banco Bilbao Viz 67.8 12.37 2.70 10.9 –31.0
Spain (Banks)
BHP Billiton 61.6 17.38 2.69 41.1 85.3
U.K. (General Mining)
ING Groep 35.3 11.60 2.65 –19.1 –66.4
Netherlands (Life Insurance)
Deutsche Bk 48.2 53.12 2.59 4.9 –44.2
Germany (Banks)
Intesa Sanpaolo 52.4 3.03 2.46 –20.8 –41.5
Italy (Banks)
Telefonica S.A. 131.2 19.06 2.45 13.5 40.4
Spain (Fixed Line Telecomms)
AXA S.A. 54.5 17.85 2.32 –17.2 –38.5
France (Full Line Insurance)
Total S.A. 140.4 40.87 2.25 –2.0 –20.7
France (Integrated Oil & Gas)
Barclays 63.8 3.65 2.24 9.2 –45.1
U.K. (Banks)
BNP Paribas S.A. 89.0 56.57 2.24 –13.7 –33.0
France (Banks)
France Telecom 72.4 18.69 2.24 –5.0 3.5
France (Fixed Line Telecomms)
Daimler 53.4 34.41 2.23 –6.8 –12.6
Germany (Automobiles)
UBS 66.1 19.17 2.19 5.6 –70.7
Switzerland (Banks)
Rio Tinto 65.3 26.87 2.15 –1.8 26.6
U.K. (General Mining)

Deutsche Telekom 60.6 9.50 1.99% –7.8% –23.7%
Germany (Mobile Telecomms)
GlaxoSmithKline 113.6 12.52 1.96 5.3 –13.1
U.K. (Pharmaceuticals)
Banco Santander 133.9 11.22 1.91 15.1 –3.4
Spain (Banks)
Vodafone Grp 133.6 1.44 1.87 19.5 19.6
U.K. (Mobile Telecomms)
BP 183.5 5.59 1.86 19.7 –4.0
U.K. (Integrated Oil & Gas)
Royal Dutch Shell A 103.1 19.86 1.59 –2.8 –23.5
U.K. (Integrated Oil & Gas)
L.M. Ericsson Tel B 30.6 71.50 1.56 10.9 –43.4
Sweden (Telecomms Equipment)
Nokia 57.6 10.52 1.54 –16.8 –32.1
Finland (Telecomms Equipment)
Tesco 49.0 3.93 1.45 6.2 7.4
U.K. (Food Retailers & Wholesalers)
ABB 47.1 20.92 1.45 5.1 33.2
Switzerland (Industrial Machinery)
Iberdrola S.A. 51.5 6.70 1.44 –6.0 –24.5
Spain (Conventional Electricity)
Unilever 48.8 19.46 1.33 1.2 1.0
Netherlands (Food Products)
UniCredit 65.3 2.67 1.33 6.0 –51.9
Italy (Banks)
Assicurazioni Gen 37.5 18.17 1.23 –19.1 –30.3
Italy (Full Line Insurance)
British Amer Tob 63.8 19.85 1.22 10.1 38.7
U.K. (Tobacco)
Roche Hldg Part. Cert. 114.7 168.40 1.02 –0.7 –21.7
Switzerland (Pharmaceuticals)
Novartis 130.2 50.80 0.89 –12.0 –30.3
Switzerland (Pharmaceuticals)
ENI 100.6 17.17 0.88 –6.7 –26.8
Italy (Integrated Oil & Gas)
Credit Suisse Grp 65.5 57.10 0.79 18.5 –20.6
Switzerland (Banks)
Anglo Amer 44.2 20.72 0.63 14.1 –12.1
U.K. (General Mining)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.05% 0.61% 2.3% 6.2% 0.2%
Event Driven 0.29% 2.21% 5.1% 11.7% -13.5%
Equity Market Neutral -0.56% -2.12% -1.8% -5.3% -9.2%
Equity Long/Short -0.80% 0.33% 3.0% 3.6% -8.0%

*Estimates as of 09/25/09, 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 0.86 100.66% 0.01% 0.87 0.78 0.83

Eur. High Volatility: 12/1 1.55 97.38 0.01 1.58 1.42 1.50

Europe Crossover: 12/1 5.76 96.95 0.05 6.06 5.52 5.74

Asia ex-Japan IG: 12/1 1.12 99.42 0.01 1.18 1.06 1.11

Japan: 12/1 1.09 99.56 0.01 1.22 0.99 1.10

 Note: Data as of September 25

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

In percentage points

2.00

1.50

1.00

0.50

0

t
Europe

t

Europe Senior Financials

2009
April May June July Aug. Sept.

Index roll

Source: Markit Group

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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Orange will offer iPhone
France Télécom unit,
in deal with Apple,
ends O2’s exclusivity

CORPORATE NEWS

Source: Strategy Analytics

Exclusive no more
Orange hopes to gain customers with the 
iPhone. O2 pulled U.K. market share from  
competitors after it launched the phone
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Shopper buys iPhone in London 

8% 10%

By Kathy Sandler

LONDON—France Télécom SA’s
Orange said Monday that it reached
an agreement to sell Apple Inc.’s
iPhone in the U.K. later this year,
bringing to an end a two-year exclu-
sive contract held by rival
Telefónica SA’s O2 mobile network.

An Orange spokesman said the
iPhone would be available on Or-
ange’s U.K. network by Christmas.

Orange will sell both the original
iPhone 3G model and the latest
iPhone 3GS version, which was
launched in June and which offers
faster service with added features.

O2’s deal with Apple has helped
the company boost sales, customer
numbers and average revenue per
user, and has catapulted the opera-
tor ahead of rival Vodafone Group
PLC into first place as the largest mo-
bile network in the U.K. by sub-
scriber numbers.

This first-mover advantage
won’t be quite as strong for second-
comer Orange, said CCS Insight ana-
lyst Geoff Blaber, not least because
the price has fallen in the two years
since the original iPhone launched.
However, Orange now has an oppor-
tunity to lure high-spending custom-
ers to its network if the company is
prepared to compete with O2 on
price, he noted. “If they decide to
put a greater subsidy on the handset
than O2, that could be a valuable
tool to drive subscriber growth and
attract customers from other net-
works,” Mr. Blaber said.

No details of Orange’s pricing or
tariffs were released. O2 currently
offers the highest-specification
iPhone 3GS on a sliding scale from
£274 ($436) for the lowest-tariff
18-month contract to free on the
highest-tariff 24-month contract.

Mr. Blaber said he believes Ap-
ple’s move away from exclusive
deals for the iPhone means that
other network operators are likely
to be in negotiations to sell the de-
vice in the U.K., as well as in Ger-
many, where Deutsche Telekom AG
holds the exclusive agreement, and
in the U.S., where AT&T Inc. is the
sole supplier.

Vodafone has previously ex-
pressed interest in stocking the
iPhone.

A Deutsche Telekom spokesman
said: “We have a long-term partner-
ship [with Apple] that will last for
several years.”

AT&T declined to comment on its
deal with Apple on Monday.

Apple said it was happy with the
Orange deal and added that it also
has an excellent relationship with
AT&T. An Apple spokesman de-
clined to comment further on its
plans for Germany and the U.S.

The iPhone’s launch in 2007 her-
alded a new benchmark for touch-
screen mobile phones and spawned
an industry of applications from a
host of vendors.

Apple said Monday that more
than two billion applications had
been downloaded from its App Store
since it launched just over a year
ago, and more than 85,000 online ap-
plications are now available.

At its launch in the U.K., the new
iPhone proved so popular that O2
sold out of the device, and the prob-
lem was compounded by a supply-
chain issue during the early stages

of the rollout. These issues have
now been resolved and the only item
unavailable is the white iPhone 3GS,
although the black version is in
stock, an O2 spokesman said.

The spokesman said the iPhone
will continue to be available on the
O2 network. “We have well over one
million customers with an iPhone,
and a strong relationship with Ap-
ple which will continue,” he added.

Meanwhile, China Unicom
(Hong Kong) Ltd., which signed a
deal with Apple in August to sell the
iPhone in China, said Monday that it
will begin offering the device in Oc-

tober at a retail price of about 5,000
yuan ($732).

Unicom, China’s second-largest
wireless operator by users after
China Mobile Ltd., will offer a
choice of eight packages with the
phone, ranging from 126 yuan to 886
yuan per month.

Unicom hopes the phone will
give it an edge over China Mobile,
though China Mobile Chairman
Wang Jianzhou said this month the
company remains in talks with Ap-
ple over selling iPhones in China.

 —Aaron Back in Beijing
contributed to this article.

CME Group enables business leaders
to shift risks and move forward.

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

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

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

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

• Riskmitigation that protects • The guaranteed performance

profits and reduces expenses of every transaction

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

central counterparty clearing that enables position tracking

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

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

for more information go to cmegroup.com
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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.

2.28% 18 DJ Global Index -a % % 217.52 0.89% –0.6% 4.28% 14 U.S. Select Dividend -b % % 605.68 1.36%–13.7%

2.00% 19 Global Dow 1221.20 1.13% –6.6% 1897.37 0.71% –5.3% 4.12% 17 Infrastructure 1329.20 0.20% –7.3% 1854.44 –0.18% –6.0%

2.90% 43 Stoxx 600 243.20 1.78% –3.3% 265.73 1.35% –2.0% 1.47% 9 Luxury 838.40 1.76% 7.9% 1039.85 1.33% 9.4%

3.05% 27 Stoxx Large 200 259.50 1.84% –4.7% 281.99 1.41% –3.4% 5.82% 6 BRIC 50 387.80 –0.17% 17.4% 541.09 –0.55% 19.0%

2.17% -18 Stoxx Mid 200 228.70 1.44% 4.5% 248.48 1.01% 5.9% 4.22% 13 Africa 50 724.00 –0.68% –11.8% 672.44 –1.06% –10.5%

2.19% -91 Stoxx Small 200 144.80 1.65% 4.6% 157.28 1.22% 6.0% 3.30% 8 GCC % % 1520.97 –1.31% –33.8%

2.93% 34 Euro Stoxx 270.80 2.15% –3.0% 295.87 1.73% –1.7% 2.81% 17 Sustainability 787.20 1.07% –4.3% 973.97 0.81% –2.8%

3.07% 21 Euro Stoxx Large 200 286.60 2.24% –4.8% 311.23 1.81% –3.5% 2.28% 14 Islamic Market -a % % 1854.07 0.98% 2.0%

2.21% -12 Euro Stoxx Mid 200 259.40 1.67% 5.3% 281.58 1.24% 6.7% 2.61% 14 Islamic Market 100 1587.10 1.19% –1.9% 1990.41 0.94% –0.4%

2.44% 47 Euro Stoxx Small 200 163.90 2.00% 7.3% 177.76 1.58% 8.8% 2.61% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1393.40 1.44% –11.9% 1744.48 1.02% –10.7% 1.96% 19 DJ U.S. TSM % % 10923.38 1.41% –3.5%

4.20% 15 Euro Stoxx Select Div 30 1707.40 2.11% –7.1% 2145.86 1.69% –5.9% % DJ-UBS Commodity 116.70 0.94% –27.0% 124.00 0.51% –26.0%

*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 1.1514 1.8286 1.1161 0.1651 0.0382 0.1976 0.0129 0.3055 1.6845 0.2263 1.0553 ...

 Canada 1.0911 1.7327 1.0576 0.1565 0.0362 0.1873 0.0122 0.2895 1.5962 0.2145 ... 0.9476

 Denmark 5.0875 8.0795 4.9317 0.7295 0.1689 0.8732 0.0569 1.3498 7.4430 ... 4.6629 4.4185

 Euro 0.6835 1.0855 0.6626 0.0980 0.0227 0.1173 0.0076 0.1814 ... 0.1344 0.6265 0.5936

 Israel 3.7690 5.9855 3.6535 0.5405 0.1251 0.6469 0.0421 ... 5.5140 0.7408 3.4545 3.2734

 Japan 89.4700 142.0873 86.7294 12.8296 2.9695 15.3570 ... 23.7384 130.8946 17.5862 82.0036 77.7047

 Norway 5.8260 9.2523 5.6475 0.8354 0.1934 ... 0.0651 1.5458 8.5234 1.1452 5.3398 5.0599

 Russia 30.1296 47.8488 29.2067 4.3205 ... 5.1716 0.3368 7.9941 44.0796 5.9223 27.6152 26.1676

 Sweden 6.9737 11.0749 6.7601 ... 0.2315 1.1970 0.0779 1.8503 10.2025 1.3708 6.3917 6.0567

 Switzerland 1.0316 1.6383 ... 0.1479 0.0342 0.1771 0.0115 0.2737 1.5092 0.2028 0.9455 0.8959

 U.K. 0.6297 ... 0.6104 0.0903 0.0209 0.1081 0.0070 0.1671 0.9212 0.1238 0.5771 0.5469

 U.S. ... 1.5881 0.9694 0.1434 0.0332 0.1716 0.0112 0.2653 1.4630 0.1966 0.9165 0.8685

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 338.75 4.75 1.42% 707.00 302.00
Soybeans (cents/bu.) CBOT 919.50 –6.50 –0.70% 1,557.50 670.00
Wheat (cents/bu.) CBOT 455.75 6.00 1.33 1,155.75 448.00
Live cattle (cents/lb.) CME 85.775 0.425 0.50 116.900 83.850
Cocoa ($/ton) ICE-US 3,085 2 0.06 3,219 1,961
Coffee (cents/lb.) ICE-US 127.15 –0.55 –0.43 189.00 112.00
Sugar (cents/lb.) ICE-US 24.10 0.93 4.01 26.25 11.91
Cotton (cents/lb.) ICE-US 62.90 0.96 1.55 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,103.00 –83 –3.80 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,049 14 0.69 2,066 1,187
Robusta coffee ($/ton) LIFFE 1,405 5 0.36 2,256 1,275

Copper (cents/lb.) COMEX 272.70 –1.35 –0.49 378.00 131.15
Gold ($/troy oz.) COMEX 994.10 2.50 0.25 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1619.50 13.50 0.84 2,200.00 740.00
Aluminum ($/ton) LME 1,791.00 –35.50 –1.94 2,460.00 1,288.00
Tin ($/ton) LME 14,300.00 –100.00 –0.69 17,750.00 9,750.00
Copper ($/ton) LME 5,900.00 –80.00 –1.34 6,550.00 2,815.00
Lead ($/ton) LME 2,173.00 –20.00 –0.91 2,459.50 870.00
Zinc ($/ton) LME 1,862.00 –20.00 –1.06 1,986.00 1,065.00
Nickel ($/ton) LME 16,600 –445 –2.61 21,150 9,000

Crude oil ($/bbl.) NYMEX 66.84 0.82 1.24 125.63 45.87
Heating oil ($/gal.) NYMEX 1.7197 0.0132 0.77 4.0649 1.3140
RBOB gasoline ($/gal.) NYMEX 1.6506 0.0146 0.89 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.830 –0.118 –2.38 12.405 3.491
Brent crude ($/bbl.) ICE-EU 66.29 0.46 0.70 149.27 45.99
Gas oil ($/ton) ICE-EU 549.75 7.25 1.34 897.00 428.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 28
Per In

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

Argentina peso-a 5.6187 0.1780 3.8405 0.2604

Brazil real 2.6199 0.3817 1.7908 0.5584

Canada dollar 1.5962 0.6265 1.0911 0.9165
1-mo. forward 1.5961 0.6265 1.0910 0.9166

3-mos. forward 1.5960 0.6266 1.0909 0.9167
6-mos. forward 1.5960 0.6266 1.0909 0.9167

Chile peso 798.14 0.001253 545.55 0.001833
Colombia peso 2814.96 0.0003552 1924.10 0.0005197

Ecuador US dollar-f 1.4630 0.6835 1 1
Mexico peso-a 19.7686 0.0506 13.5124 0.0740

Peru sol 4.2134 0.2373 2.8800 0.3472
Uruguay peso-e 31.674 0.0316 21.650 0.0462

U.S. dollar 1.4630 0.6835 1 1
Venezuela bolivar 3.14 0.318319 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6845 0.5936 1.1514 0.8685
China yuan 9.9885 0.1001 6.8274 0.1465

Hong Kong dollar 11.3380 0.0882 7.7498 0.1290
India rupee 69.8637 0.0143 47.7538 0.0209

Indonesia rupiah 14198 0.0000704 9705 0.0001030
Japan yen 130.89 0.007640 89.47 0.011177

1-mo. forward 130.87 0.007641 89.45 0.011179
3-mos. forward 130.82 0.007644 89.42 0.011184

6-mos. forward 130.71 0.007651 89.34 0.011193
Malaysia ringgit-c 5.0912 0.1964 3.4800 0.2874

New Zealand dollar 2.0419 0.4897 1.3957 0.7165
Pakistan rupee 121.502 0.0082 83.050 0.0120

Philippines peso 69.602 0.0144 47.575 0.0210
Singapore dollar 2.0757 0.4818 1.4188 0.7048

South Korea won 1749.46 0.0005716 1195.80 0.0008363
Taiwan dollar 47.438 0.02108 32.425 0.03084
Thailand baht 49.128 0.02036 33.580 0.02978

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

Euro zone euro 1 1 0.6835 1.4630

1-mo. forward 1.0000 1.0000 0.6835 1.4630

3-mos. forward 1.0001 0.9999 0.6836 1.4629

6-mos. forward 1.0002 0.9998 0.6837 1.4627

Czech Rep. koruna-b 25.240 0.0396 17.252 0.0580

Denmark krone 7.4430 0.1344 5.0875 0.1966

Hungary forint 269.69 0.003708 184.34 0.005425

Norway krone 8.5234 0.1173 5.8260 0.1716

Poland zloty 4.1944 0.2384 2.8670 0.3488

Russia ruble-d 44.080 0.02269 30.130 0.03319

Sweden krona 10.2025 0.0980 6.9737 0.1434

Switzerland franc 1.5092 0.6626 1.0316 0.9694

1-mo. forward 1.5089 0.6627 1.0314 0.9696

3-mos. forward 1.5081 0.6631 1.0308 0.9701

6-mos. forward 1.5064 0.6638 1.0297 0.9712

Turkey lira 2.1791 0.4589 1.4895 0.6714

U.K. pound 0.9212 1.0855 0.6297 1.5881

1-mo. forward 0.9213 1.0854 0.6297 1.5879

3-mos. forward 0.9213 1.0854 0.6297 1.5879

6-mos. forward 0.9211 1.0856 0.6296 1.5883

MIDDLE EAST/AFRICA
Bahrain dinar 0.5515 1.8131 0.3770 2.6526

Egypt pound-a 8.0452 0.1243 5.4991 0.1818

Israel shekel 5.5140 0.1814 3.7690 0.2653

Jordan dinar 1.0362 0.9651 0.7083 1.4119

Kuwait dinar 0.4194 2.3845 0.2867 3.4886

Lebanon pound 2196.69 0.0004552 1501.50 0.0006660

Saudi Arabia riyal 5.4868 0.1823 3.7504 0.2666

South Africa rand 10.8258 0.0924 7.3997 0.1351

United Arab dirham 5.3737 0.1861 3.6731 0.2723

SDR -f 0.9255 1.0805 0.6326 1.5807

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 600 243.20 4.25 1.78% 23.5% –3.3%

 21 DJ Stoxx 50 2469.68 48.36 2.00 19.6% –4.6%

 34 Euro Zone DJ Euro Stoxx 270.79 5.71 2.15 21.5% –3.0%

 29 DJ Euro Stoxx 50 2899.12 67.17 2.37 18.3% –3.6%

 16 Austria ATX 2586.67 49.86 1.97 47.7% –6.2%

 14 Belgium Bel-20 2490.19 27.75 1.13 30.5% –3.8%

 11 Czech Republic PX 1142.4 Closed 33.1% –5.2%

 19 Denmark OMX Copenhagen 315.07 3.73 1.20 39.3% –4.9%

 14 Finland OMX Helsinki 6505.05 99.49 1.55 20.4% –5.5%

 16 France CAC-40 3825.00 85.86 2.30 18.9% –3.2%

 19 Germany DAX 5736.31 154.90 2.78 19.3% –1.2%

 … Hungary BUX 20578.31 250.91 1.23 68.1% 10.0%

 17 Ireland ISEQ 3331.74 21.73 0.66 42.2% 1.2%

 13 Italy FTSE MIB 23478.43 375.69 1.63 20.6% –9.0%

 … Netherlands AEX 311.90 6.27 2.05 26.8% –3.6%

 14 Norway All-Shares 370.30 3.43 0.93 37.0% 3.6%

 17 Poland WIG 38344.91 130.33 0.34 40.8% 4.0%

 17 Portugal PSI 20 8444.99 69.26 0.83 33.2% 7.1%

 … Russia RTSI 1248.73 23.44 1.91% 97.6% 4.6%

 11 Spain IBEX 35 11891.2 247.4 2.12 29.3% 8.6%

 15 Sweden OMX Stockholm 284.45 3.88 1.38 39.3% 15.5%

 13 Switzerland SMI 6289.27 52.36 0.84 13.6% –3.2%

 9 Turkey ISE National 100 47815.93 190.96 0.40 78.0% 32.6%

 13 U.K. FTSE 100 5165.70 83.50 1.64 16.5% 7.2%

 53 ASIA-PACIFIC DJ Asia-Pacific 118.75 –1.72 –1.43% 26.9% 2.9%

 … Australia SPX/ASX 200 4677.4 –35.9 –0.76 25.7% –2.7%

 … China CBN 600 23847.87 –678.95 –2.77 61.5% 34.1%

 20 Hong Kong Hang Seng 20588.41 –435.99 –2.07 43.1% 15.1%

 20 India Sensex 16693.00 Closed 73.0% 32.5%

 … Japan Nikkei Stock Average 10009.52 –256.46 –2.50 13.0% –14.8%

 … Singapore Straits Times 2629.25 –33.57 –1.26 49.3% 11.3%

 11 South Korea Kospi 1675.55 –15.93 –0.94 49.0% 15.1%

 19 AMERICAS DJ Americas 280.49 4.93 1.79 24.0% –4.4%

 … Brazil Bovespa 61154.99 799.26 1.32 62.9% 36.8%

 18 Mexico IPC 29324.49 564.51 1.96 31.0% 22.2%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sept. 28, 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* 284.41 –0.59% 24.9% –15.8%

2.60% 21 World (Developed Markets) 1,115.40 –0.67% 21.2% –17.1%

2.40% 23 World ex-EMU 129.62 –0.72% 20.4% –16.9%

2.50% 23 World ex-UK 1,113.65 –0.67% 20.5% –16.6%

3.20% 20 EAFE 1,542.95 –0.72% 24.7% –15.3%

2.50% 16 Emerging Markets (EM) 908.07 –0.01% 60.1% –5.0%

3.60% 14 EUROPE 83.09 –0.42% 19.7% –17.5%

3.90% 14 EMU 178.11 –0.41% 25.4% –17.7%

3.40% 16 Europe ex-UK 92.53 –0.34% 19.3% –15.9%

4.20% 12 Europe Value 95.64 –0.45% 23.4% –16.3%

2.90% 17 Europe Growth 70.06 –0.40% 15.9% –18.8%

2.70% 17 Europe Small Cap 151.51 –0.59% 50.1% –12.3%

2.30% 8 EM Europe 248.47 0.00% 56.4% –29.2%

4.00% 11 UK 1,512.95 0.07% 15.1% –9.6%

2.80% 20 Nordic Countries 130.84 –0.14% 33.4% –20.0%

1.80% 7 Russia 665.15 0.69% 61.4% –36.6%

3.40% 13 South Africa 673.77 –0.98% 16.4% –1.8%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 389.51 0.01% 57.5% –0.0%

1.70% -72 Japan 571.08 –2.98% 7.8% –27.9%

2.30% 16 China 60.13 0.04% 47.4% 3.1%

1.00% 20 India 662.53 –0.36% 79.4% 13.5%

0.90% 24 Korea 480.12 –0.33% 56.4% 18.8%

2.90% 31 Taiwan 268.33 0.29% 54.8% –1.1%

2.00% 28 US BROAD MARKET 1,159.37 –0.58% 18.0% –18.1%

1.40% -47 US Small Cap 1,588.35 –0.57% 27.4% –16.0%

3.50% 14 EM LATIN AMERICA 3,580.16 0.20% 72.3% –9.7%

*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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Wolseley to forgo dividend after posting loss

‘We will be much more selective,’ says Lakshmi Mittal, CEO of ArcelorMittal, the
world’s biggest steelmaker. The company expects slow growth, he adds.

ArcelorMittal cools growth plans
CEO Lakshmi Mittal
seeks more flexibility
from the steelmaker

China allows GM to buy Delphi assets

CORPORATE NEWS

By Robert Guy Matthews

L
akshmi Mittal, head of the
world’s largest steelmaker
and one of the world’s rich-
est men, has a new man-
tra: Slow and steady wins

the race.
This from a man who created a

steel giant by collecting mills around
theplanetandputtingthemunderone
umbrella.ArcelorMittal,whichdidn’t
exist a decade ago, now accounts for
10% of global steel production.

That pedal-to-the-metal growth
strategy worked until a year ago
when the world’s economy took a
dive. The company, based in Luxem-
bourg, posted three consecutive quar-
terly losses, the latest at $792 million,
and some analysts expect it to post an-
other loss in the current quarter.

Still Mr. Mittal says it would have
been far worse if the steelmaker
didn’t shut mills, slash production
about 35% and lay off thousands of
workers.

From his Berkeley Square office
in London, Mr. Mittal says that the
worst is likely behind but that the
growth trajectory the company had
been on since the merger of Arcelor
SA and Mittal Steel Co. in 2006 isn’t
going to return anytime soon. An ed-
ited transcript follows:

WSJ: What did you do right in the
past year during the economic down-
turn?
Mr. Mittal: We reduced our fixed
costs by $10 billion, which is about
30% to 35% of our total fixed costs,
in a period of nine months.

Immediately, ArcelorMittal took

a lot of steps. We announced produc-
tion cuts. We reduced our invento-
ries. We reduced our costs.

We restricted receiving raw ma-
terials from all the vendors. We im-
mediately started looking at the or-
ganization and technically laying
off a lot of people in different units.
There were shorter working hours.

WSJ: What would you do differ-
ently? What did you do wrong?
Mr. Mittal: After the merger, Arce-
lorMittal was focused on a growth
strategy. We built a company, 420
million tons [of steel-production ca-
pacity] and we were hoping to build
it 450 million tons in the following
five years. We were focusing growth
in emerging markets, Brazil, India,
China. That was the right strategy
but we should have slowed it down.

WSJ: What are you doing now in
terms of managing ArcelorMittal go-

ing forward?
Mr. Mittal: We will work on our min-
ing projects—Liberia, Senegal—and
we will continue to expand in the
mining sector. We halted some of
these projects during the crisis pe-
riod.

On the steel sector, we will start
looking at Brazil and India and
[Commonwealth of Independent
States] countries.

We will be much more selective
and now we have to take a slightly
different view. So instead of finish-
ing a project in 2011-2012, we will
finish in 2014.

Demand has clearly gone down.
We have seen a 35% drop in devel-
oped markets over 2008. We have
seen a 10% drop in developing mar-
kets excluding China.

WSJ: Do you see upturn or down-
turn in the next few years and how
are you navigating?
Mr. Mittal: Growth will be a slow,

progressive recovery. Maybe by
2012, we could come back to the pre-
crisis level.

Growth will only come from
emerging markets. That is where
we will focus.

World-wide steel demand this
year is going to drop by 35% in the
Western world and 10% in the Asian
non-Chinese market. China will
grow by 15%. Earlier in the year, pro-
jections were that China would
shrink by 5%. We have to become
more flexible to the changes in the
economy. In the Western world, we
will have to maintain our position
in terms of production, quality and
research and development. We are
not looking for any growth in these
markets.

The question that we will have
to address is how to make the indus-
try in the Europe and the U.S. com-
petitive and whether they could sur-
vive in the next 30 years going for-
ward. The answer lies in making
Western plants more productive
and reducing their costs.

Productivity in the emerging
markets is also going up. If we look
at some of the plants in China and
some of the plants in India, they are
catching up really fast in terms of
productivity. We have to work with
the unions to ensure that they un-
derstand what is competition and
productivity in the emerging mar-
kets.

We have to become cost compet-
itive. That is the only solution.

WSJ: What signs are you seeing
now that point to the slow, progres-
sive recovery?
Mr. Mittal: Steel production was
cut by 35% to 50% world-wide, be-
low actual demand for steel. Cus-
tomers are now restocking. This is
why ArcleorMittal has announced
the start-up of its blast furnaces.
Our customers are now demanding
more steel.

—Compiled from staff
and wire service reports.

Électricité de France SA

Utility’s board nominates
Henri Proglio for CEO post

Henri Proglio, head of Veolia En-
vironnement SA, is set to become
chief executive of state-controlled
Électricité de France SA, putting
him in charge of Europe’s largest
utility, an extensive French nuclear-
plant network and nuclear projects
in the U.S. and Britain. The French
prime minister’s office said it “sup-
ports and recommends” Mr. Proglio
for the post. EDF’s board met Sun-
day and nominated six new execu-
tives, including the CEO. Mr. Pro-
glio, 60 years old, would take over
from Pierre Gadonneix, who spent
five years at the helm of EDF.

Eni SpA

Eni SpA said Monday that it has
returned to Ghana after several de-
cades through the acquisition of the
majority stake in two offshore explo-
ration blocks from Vitol Group. Eni,
Italy’s biggest oil and natural-gas
company by revenue, said it will
also be the operator of the blocks.
The two exploration licenses are for
the Offshore Cape Three Points and
Offshore Cape Three Points South,
Eni said. The Italian company had a
presence in Ghana until pulling out
in the 1970s. Eni also said it fore-
casts cooperation projects in Ghana
with state-controlled company
Ghana National Petroleum Corp.
Eni currently operates in the sub-Sa-
haran African countries of Angola,
Nigeria, Republic of Congo, Gabon
and Mozambique.

By J.R. Wu

BEIJING—China approved U.S.
auto maker General Motors Co.’s
plan to buy part of Delphi Corp., fol-
lowing an antitrust review by the
country’s Ministry of Commerce.

Authorities in the U.S. and Euro-
pean Union had earlier given their ap-
proval for the deal after Delphi, GM’s
former parts division, received ap-
proval from a U.S. court to sell assets
to its lenders and GM, clearing the
way for the auto-parts supplier to

end its four-year stay in bankruptcy.
Delphi operates 17 wholly owned

entities and joint ventures in China
and21manufacturingsites.Itemploys
about 12,000 full-time staff in China.

The Chinese authorities set stan-
dard conditions for the deal to elimi-
nate competition concerns. The two
companies won’t be allowed to ex-
change any trade secrets Delphi
might have on other auto facilities
in China, to prevent GM from obtain-
ing competitive information such as
research and development and car

models of local auto makers.
It also stipulated that GM

couldn’t set unreasonable procure-
ment conditions that would benefit
Delphi and hurt other suppliers.

China’s antimonopoly law took
effect in August 2008. Under the
law, major merger and acquisition
deals on a global scale that could im-
pact the domestic Chinese market
are subject to review by Chinese au-
thorities before they can proceed.
 —Juan Chen contributed

to this article.

Toyota Motor Corp.

Toyota Motor Corp. and Nissan
Motor Co. said Monday their domes-
tic production in August declined
from a year earlier but at a slower
pace than in recent months. Toyota,
the world’s biggest automobile man-
ufacturer by sales volume, said it
built 24% fewer vehicles in Japan in
August, which compares with a 30%
decline in July. Production at Nis-
san, Japan’s third-largest car maker,
fell 12% from August last year. In
July, its output was off 28%. Govern-
ment tax breaks and subsidies
spurred sales of fuel-economy cars
such as Toyota’s Prius hybrid.
Honda Motor Co., Japan’s second-
largest car maker, saw its domestic
output slide more steeply in August,
off 37% from a year earlier, com-
pared with a 29% drop in July.
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Volkswagen AG

Volkswagen AG said a collective
bargaining agreement with German
labor union IG Metall has cleared the
way for a 4.2% wage increase for
95,000 workers, effective Jan. 1. VW,
Europe’s largest auto maker by sales,
said that on top of the raise, workers
will receive bonus payments, getting
Œ510 (about $750) next month and
Œ200 in February. The IG Metall
union traditionally has a strong influ-
ence at Volkswagen, where labor rep-
resentatives can block important
company decisions such as plant clo-
sures through their votes on the com-
pany’s supervisory board. Labor rep-
resentatives account for half of the
20 supervisory board members.
Volkswagen has remained profitable
in recent quarters despite the indus-
try gloom, partly because scrapping
incentives in several key markets.

By Steve McGrath

LONDON—U.K.-based building
supplier Wolseley PLC said Monday
it wouldn’t pay a final dividend after
it swung to a fiscal-year loss and
warned that conditions in its mar-
kets will remain challenging.

The seller of building materials
as well as plumbing and heating sup-
plies makes a large proportion of its
revenue in the U.S., and has been
hard hit by the downturn in con-
struction markets across North
America and Europe. It has sold
some operations and eliminated
thousands of jobs as it cuts costs in
response to the downturn. It closed
653 sales offices and shed 10,364

staff during the fiscal year ended
July 31, and now has about 50,000
staff, down from about 80,000 prior
to the start of the credit crunch.

Wolseley’s fiscal-year net loss
was £1.17 billion ($1.87 billion), com-
pared with a £74 million profit a
year earlier, even though revenue
slipped only 2.5% to £14.44 billion.
Revenue was helped by the British
pound’s weakness against the dollar
and euro, which boosted revenue
earned abroad in sterling terms,
while profit was hit by expenses re-
lated to shedding staff and other
cost cutting.

The company said that while
new residential markets continue to
stabilize, commercial and industrial

markets will decline at a faster rate.
It will continue to cut costs as a re-
sult, and expects profit trends to im-
prove in the second half of its new
fiscal year thanks to the cost-reduc-
tion measures it is taking. It expects
the measures already made to boost
its fiscal 2010 result by £233 million.

“Market trends since the July
trading update continue to support
the group’s view that in the short
term market conditions will remain
challenging driven by tight credit
conditions, high levels of foreclo-
sures and rising unemployment
rates,” the company said.

Former Chief Executive Chip
Hornsby stepped down in June and
was succeeded by Ian Meakins, who

was recently CEO of foreign-ex-
change and payments business Trav-
elex Holdings and ran Alliance
UniChem before its merger with
Boots in July 2006.

Mr. Meakins said he is happy
with the overall strategy of Wolse-
ley but he would be taking a more
hands-on role at the multiple busi-
ness units, reallocating resources in
the short-term to business units
with the best growth prospects. He
said he also sees opportunities for
further enhancing performance at
individual units.

Wolseley managed to cut its net
debt to £959 million at the end of the
fiscal year from £1.26 billion a year
earlier.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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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

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 09/25 USD 340.02 38.5 17.2 5.6
Sel Emerg Mkt Equity GL EQ GGY 09/25 USD 198.82 51.8 5.0 –12.0
Sel Euro Equity EUR US EQ GGY 09/25 EUR 93.46 26.0 –9.6 –21.7
Sel European Equity EU EQ GGY 09/25 USD 182.03 32.4 –11.7 –19.9
Sel Glob Equity GL EQ GGY 09/25 USD 184.62 28.5 –10.4 –19.5
Sel Glob Fxd Inc GL BD GGY 09/25 USD 141.52 9.7 2.6 –0.8
Sel Pacific Equity AS EQ GGY 09/25 USD 140.15 55.0 7.9 –9.9
Sel US Equity US EQ GGY 09/25 USD 117.50 16.6 –14.9 –18.1
Sel US Sm Cap Eq US EQ GGY 09/25 USD 166.19 27.1 –13.9 –18.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/25 EUR 27.41 4.5 –30.5 –44.1
MP-TURKEY.SI OT OT SVN 09/25 EUR 31.44 61.0 –1.2 –22.0

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 09/25 EUR 3.29 56.7 –41.1 –40.4
Parex Eastern Europ Bal OT OT LVA 09/25 EUR 13.01 51.6 2.4 –3.4
Parex Eastern Europ Bd EU BD LVA 09/25 USD 13.92 59.6 7.7 1.5
Parex Russian Eq EE EQ LVA 09/25 USD 17.89 106.6 –3.3 –18.4

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 09/28 USD 159.65 44.0 10.2 –19.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/28 USD 152.26 43.0 9.3 –20.0
PF (LUX)-Biotech-Pca OT EQ LUX 09/25 USD 295.95 3.8 –16.2 –6.8
PF (LUX)-CHF Liq-Pca CH MM LUX 09/25 CHF 124.23 0.2 0.3 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/25 CHF 93.77 0.2 0.3 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/25 USD 107.13 31.7 10.9 –9.2
PF (LUX)-East Eu-Pca EU EQ LUX 09/25 EUR 272.55 104.1 –8.5 –23.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/28 USD 479.31 57.5 4.2 –18.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/25 EUR 95.02 24.3 –9.0 –17.4
PF (LUX)-EUR Bds-Pca EU BD LUX 09/25 EUR 383.67 2.7 6.5 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/25 EUR 291.97 2.7 6.4 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/25 EUR 144.87 16.0 16.0 5.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/25 EUR 101.84 16.0 16.0 5.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/25 EUR 138.90 54.0 10.3 –2.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/25 EUR 80.52 54.0 10.3 –2.5
PF (LUX)-EUR Liq-Pca EU MM LUX 09/25 EUR 135.88 0.9 1.7 2.8
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/25 EUR 97.93 0.9 1.7 2.8
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/25 EUR 102.38 0.5 1.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/25 EUR 101.02 0.5 1.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/25 EUR 385.61 26.0 –11.2 –22.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/25 EUR 124.96 23.6 –9.7 –19.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/25 USD 238.48 25.9 22.3 10.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/25 USD 162.23 25.9 22.3 10.6
PF (LUX)-Gr China-Pca AS EQ LUX 09/28 USD 313.31 47.3 15.7 –15.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/25 USD 333.10 73.8 17.6 –11.4
PF (LUX)-Jap Index-Pca JP EQ LUX 09/28 JPY 8713.00 7.0 –21.6 –25.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/28 JPY 7744.77 6.1 –25.0 –29.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/28 JPY 7524.04 5.6 –25.5 –29.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/28 JPY 4422.46 12.6 –18.7 –24.1
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/27 USD 50.45 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/28 USD 251.66 59.0 8.9 –11.8
PF (LUX)-Piclife-Pca CH BA LUX 09/25 CHF 771.58 11.9 0.6 –5.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/25 EUR 58.05 31.5 –1.6 –15.7
PF (LUX)-Rus Eq-Pca OT OT LUX 09/25 USD 54.36 138.0 –6.1 NS
PF (LUX)-Security-Pca GL EQ LUX 09/25 USD 91.23 27.7 2.3 –10.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/25 EUR 432.86 32.6 –5.8 –18.4
PF (LUX)-US Eq-Ica US EQ LUX 09/25 USD 96.70 18.4 –12.9 –13.4
PF (LUX)-USA Index-Pca US EQ LUX 09/25 USD 84.66 16.8 –12.3 –15.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/25 USD 513.93 –3.1 5.8 6.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/25 USD 377.11 –3.1 5.8 6.2

PF (LUX)-USD Liq-Pca US MM LUX 09/25 USD 131.00 0.6 1.1 2.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/25 USD 85.53 0.6 1.1 2.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/25 USD 101.56 0.3 1.1 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/25 USD 100.85 0.3 1.1 NS
PF (LUX)-Water-Pca GL EQ LUX 09/25 EUR 114.42 11.1 –11.1 –14.1
PF (LUX)-WldGovBds-Pca GL BD LUX 09/28 USD 168.55 2.3 11.2 8.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/28 USD 139.51 2.3 11.2 8.9

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/25 USD 11.96 52.6 7.8 –9.1
Japan Fund USD JP EQ IRL 09/28 USD 17.09 16.3 18.4 –3.0
Polar Healthcare Class I USD OT OT IRL 09/25 USD 12.08 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/25 USD 12.08 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 09/25 EUR 676.26 20.0 –11.6 –17.9
Core Eurozone Eq B EU EQ IRL 09/25 EUR 799.66 21.6 –7.8 NS
Euro Fixed Income A EU BD IRL 09/25 EUR 1214.83 7.3 4.2 –1.8
Euro Fixed Income B EU BD IRL 09/25 EUR 1294.88 7.8 4.8 –1.3
Euro Small Cap A EU EQ IRL 09/25 EUR 1141.58 34.7 –8.9 –22.6
Euro Small Cap B EU EQ IRL 09/25 EUR 1220.90 35.2 –8.3 –22.1
Eurozone Agg Eq A EU EQ IRL 09/25 EUR 636.39 28.1 –7.2 –19.7
Eurozone Agg Eq B EU EQ IRL 09/25 EUR 913.13 28.6 –6.6 –19.2
Glbl Bd (EuroHdg) A GL BD IRL 09/25 EUR 1348.83 12.7 8.0 2.3
Glbl Bd (EuroHdg) B GL BD IRL 09/25 EUR 1429.40 13.1 8.7 3.0
Glbl Bd A EU BD IRL 09/25 EUR 1069.11 9.0 10.1 2.1
Glbl Bd B EU BD IRL 09/25 EUR 1136.80 9.6 10.8 2.7
Glbl Real Estate A OT EQ IRL 09/25 USD 845.93 26.9 –18.9 –22.0
Glbl Real Estate B OT EQ IRL 09/25 USD 870.73 27.5 –18.4 –21.5
Glbl Real Estate EH-A OT EQ IRL 09/25 EUR 759.91 21.1 –21.8 –23.4
Glbl Real Estate SH-B OT EQ IRL 09/25 GBP 71.51 20.6 –22.5 –23.0
Glbl Strategic Yield A EU BD IRL 09/25 EUR 1519.56 34.4 8.1 0.5
Glbl Strategic Yield B EU BD IRL 09/25 EUR 1623.50 35.0 8.7 1.2
Japan Equity A JP EQ IRL 09/25 JPY 11890.04 15.0 –16.1 –23.4
Japan Equity B JP EQ IRL 09/25 JPY 12652.73 15.6 –15.6 –22.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/25 USD 2128.39 65.5 18.2 –9.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/25 USD 2267.83 66.2 18.9 –8.8
Pan European Eq A EU EQ IRL 09/25 EUR 917.57 27.7 –8.3 –19.0
Pan European Eq B EU EQ IRL 09/25 EUR 976.59 28.2 –7.9 –18.6
US Equity A US EQ IRL 09/25 USD 818.04 22.3 –12.9 –16.6
US Equity B US EQ IRL 09/25 USD 874.46 22.8 –12.4 –16.1
US Small Cap A US EQ IRL 09/25 USD 1209.63 20.3 –16.0 –17.6
US Small Cap B US EQ IRL 09/25 USD 1293.85 20.8 –15.5 –17.1

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/28 EUR 13.93 –1.4 17.3 11.6
Asset Sele C H-CHF OT OT LUX 09/28 CHF 96.71 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/28 GBP 97.72 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/28 JPY 9705.16 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/28 NOK 111.65 –0.8 NS NS
Asset Sele C H-SEK OT OT LUX 09/28 SEK 139.86 –1.9 18.1 11.9
Asset Sele C H-USD OT OT LUX 09/28 USD 97.64 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/28 SEK 131.26 –1.9 NS NS
Choice Global Value -C- GL EQ LUX 09/28 SEK 71.19 18.3 –12.0 –24.7
Choice Global Value -D- OT OT LUX 09/28 SEK 68.21 18.3 –12.0 NS
Choice Global Value -I- OT OT LUX 09/28 EUR 6.21 27.5 –15.7 –27.8
Choice Japan Fd -C- OT OT LUX 09/28 JPY 47.33 5.3 –21.3 –26.5
Choice Japan Fd -D- OT OT LUX 09/28 JPY 42.56 5.3 –21.2 –26.5
Choice Jpn Chance/Risk JP EQ LUX 09/28 JPY 48.97 9.3 –23.0 –29.3
Choice NthAmChance/Risk US EQ LUX 09/28 USD 3.76 34.2 –9.5 –15.6
Ethical Europe Fd OT OT LUX 09/28 EUR 1.86 24.8 –10.7 –23.1
Europe 1 Fd OT OT LUX 09/28 EUR 2.68 28.4 –8.8 –23.0
Europe 3 Fd EU EQ LUX 09/28 EUR 3.81 24.9 –11.6 –24.1
Global Chance/Risk Fd GL EQ LUX 09/28 EUR 0.56 19.1 –9.4 –18.7
Global Fd -C- OT OT LUX 09/28 USD 2.04 22.4 –11.7 –18.3
Global Fd -D- OT OT LUX 09/28 USD 1.27 22.4 NS NS
Nordic Fd OT OT LUX 09/28 EUR 5.29 30.8 2.4 –14.7

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/28 USD 6.81 50.4 18.4 –14.5
Choice Asia ex. Japan -D- OT OT LUX 09/28 USD 1.20 50.4 NS NS

Currency Alpha EUR -IC- OT OT LUX 09/28 EUR 10.44 –4.4 –2.1 0.1
Currency Alpha EUR -RC- OT OT LUX 09/28 EUR 10.35 –4.7 –2.5 –0.4
Currency Alpha SEK -ID- OT OT LUX 09/28 SEK 97.03 –8.2 –6.1 NS
Currency Alpha SEK -RC- OT OT LUX 09/28 SEK 105.72 –4.7 –2.5 –0.4
Generation Fd 80 OT OT LUX 09/28 SEK 7.44 16.6 –3.4 –13.8
Nordic Focus EUR NO EQ LUX 09/28 EUR 74.54 49.4 1.1 NS
Nordic Focus NOK NO EQ LUX 09/28 NOK 79.09 49.4 1.1 NS
Nordic Focus SEK NO EQ LUX 09/28 SEK 81.12 49.4 1.1 NS
Russia Fd OT OT LUX 09/28 EUR 7.61 128.1 7.5 –17.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/28 USD 1.69 21.8 –11.3 –17.2
Ethical Glbl Fd -C- OT OT LUX 09/28 USD 0.80 16.6 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/28 USD 0.77 29.6 –7.8 –16.7
Ethical Sweden Fd NO EQ LUX 09/28 SEK 39.42 43.0 14.6 –8.3
Index Linked Bd Fd SEK OT BD LUX 09/28 SEK 13.06 2.5 4.7 4.9
Medical Fd OT EQ LUX 09/28 USD 3.07 7.2 –9.4 –10.0
Short Medium Bd Fd SEK NO MM LUX 09/28 SEK 8.81 1.1 2.2 2.5
Technology Fd -C- OT OT LUX 09/28 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 09/28 USD 2.33 49.3 7.9 –9.7
World Fd -C- OT OT LUX 09/28 USD 27.89 NS NS NS
World Fd -D- OT OT LUX 09/28 USD 2.12 32.0 –0.6 –11.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/28 EUR 1.27 0.1 0.2 1.2
Short Bond Fd EUR -D- OT OT LUX 09/28 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/28 SEK 21.95 1.8 2.8 2.7
Short Bond Fd USD US MM LUX 09/28 USD 2.49 –0.2 0.3 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/28 SEK 10.29 2.3 1.3 0.8
Alpha Bond Fd SEK -B- NO BD LUX 09/28 SEK 8.91 2.3 1.3 0.8
Alpha Bond Fd SEK -C- NO BD LUX 09/28 SEK 25.75 2.2 1.1 0.6
Alpha Bond Fd SEK -D- NO BD LUX 09/28 SEK 8.02 2.2 1.1 0.6
Alpha Short Bd SEK -A- NO MM LUX 09/28 SEK 11.08 2.6 3.2 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/28 SEK 10.14 2.6 3.2 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/28 SEK 21.67 2.5 3.1 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/28 SEK 8.20 2.5 3.1 3.1
Bond Fd SEK -C- NO BD LUX 09/28 SEK 42.45 2.2 10.1 6.4
Bond Fd SEK -D- NO BD LUX 09/28 SEK 12.33 2.2 10.2 5.8
Corp. Bond Fd EUR -C- EU BD LUX 09/28 EUR 1.25 14.3 14.3 2.8
Corp. Bond Fd EUR -D- EU BD LUX 09/28 EUR 0.96 14.4 14.4 2.6
Corp. Bond Fd SEK -C- NO BD LUX 09/28 SEK 12.40 15.4 9.7 1.4
Corp. Bond Fd SEK -D- NO BD LUX 09/28 SEK 9.38 15.4 9.7 1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/28 EUR 103.68 –0.2 6.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/28 EUR 108.07 4.3 10.9 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 09/28 SEK 1104.20 4.3 10.9 NS
Flexible Bond Fd -C- NO BD LUX 09/28 SEK 21.35 2.3 5.8 4.4
Flexible Bond Fd -D- NO BD LUX 09/28 SEK 11.67 2.3 5.8 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/28 USD 2.45 59.0 12.2 –12.3
Eastern Europe Fd OT OT LUX 09/28 EUR 2.41 40.6 –10.6 –19.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/28 SEK 26.13 55.6 27.8 –15.8
Eastern Europe SmCap Fd OT OT LUX 09/28 EUR 2.42 84.3 –0.1 –21.5
Europe Chance/Risk Fd EU EQ LUX 09/28 EUR 989.02 29.7 –10.2 –25.0
Listed Private Equity -C- OT OT LUX 09/28 EUR 122.88 49.2 –37.9 NS
Listed Private Equity -IC- OT OT LUX 09/28 EUR 71.87 74.0 –27.4 NS
Listed Private Equity -ID- OT OT LUX 09/28 EUR 69.74 69.1 –29.5 NS
Nordic Small Cap -C- OT OT LUX 09/28 EUR 122.83 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/28 EUR 123.13 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/28 SEK 78.51 –2.0 –15.6 –14.5
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/28 EUR 100.31 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/28 SEK 100.31 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/28 USD 101.45 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/28 SEK 71.72 –2.0 –15.6 –15.7
Asset Sele Opp C H NOK OT OT LUX 09/28 NOK 103.86 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/28 SEK 102.78 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/28 EUR 103.60 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/28 GBP 103.83 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/28 SEK 103.55 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/28 EUR 102.32 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/28 GBP 102.69 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/28 GBP 102.45 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/17 USD 1068.22 13.6 –20.7 –12.6
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 09/24 EUR 29.18 2.9 –4.9 1.2
Bonds Eur Corp A OT OT LUX 09/24 EUR 22.88 10.3 10.7 2.1
Bonds Eur Hi Yld A OT OT LUX 09/24 EUR 20.03 50.7 9.1 –3.6
Bonds EURO A OT OT LUX 09/24 EUR 41.02 3.9 10.3 6.0
Bonds Europe A OT OT LUX 09/24 EUR 39.13 3.3 8.6 5.0
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 09/24 USD 36.24 14.9 14.7 8.8
Bonds World A OT OT LUX 09/24 USD 42.89 7.7 12.5 9.8
Eq. China A OT OT LUX 09/25 USD 21.80 45.9 24.9 –19.7
Eq. ConcentratedEuropeA OT OT LUX 09/25 EUR 25.66 24.6 –11.3 –21.3
Eq. Eastern Europe A OT OT LUX 09/25 EUR 20.32 53.7 –24.3 –30.4
Eq. Equities Global Energy OT OT LUX 09/25 USD 17.11 20.1 –21.1 –14.6
Eq. Euroland A OT OT LUX 09/25 EUR 10.27 12.0 –15.8 –23.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/25 EUR 16.89 23.0 –11.0 –18.5
Eq. EurolandFinancialA OT OT LUX 09/24 EUR 11.90 41.2 –9.7 –21.7
Eq. Glbl Emg Cty A OT OT LUX 09/25 USD 9.02 50.9 4.1 –16.2
Eq. Global A OT OT LUX 09/25 USD 26.43 25.6 –6.9 –18.1
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 09/25 USD 27.85 33.2 22.6 –1.1
Eq. Japan Sm Cap A OT OT LUX 09/25 JPY 1148.33 26.8 4.6 –17.1
Eq. Japan Target A OT OT LUX 09/28 JPY 1779.29 13.7 0.8 –11.0
Eq. Pacific A OT OT LUX 09/25 USD 9.79 53.4 10.3 –14.5
Eq. US ConcenCore A OT OT LUX 09/25 USD 20.68 27.3 –3.2 –12.2
Eq. US Lg Cap Gr A OT OT LUX 09/25 USD 14.18 31.5 –12.5 –15.6
Eq. US Mid Cap A OT OT LUX 09/24 USD 27.76 38.5 –4.4 –15.3
Eq. US Multi Strg A OT OT LUX 09/25 USD 20.14 26.1 –13.7 –17.4
Eq. US Rel Val A OT OT LUX 09/25 USD 19.71 26.9 –14.3 –19.8
Eq. US Sm Cap Val A OT OT LUX 09/25 USD 15.83 22.3 –26.7 –23.9
Eq. US Value Opp A OT OT LUX 09/25 USD 15.46 19.3 –23.5 –24.6
Money Market EURO A OT OT LUX 09/25 EUR 27.37 0.9 2.0 3.2
Money Market USD A OT OT LUX 09/25 USD 15.83 0.5 1.1 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 09/28 JPY 8898.00 3.4 –19.9 –32.4
YMR-N Small Cap Fund OT OT IRL 09/28 JPY 7205.00 12.3 –3.8 –30.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/28 JPY 6043.00 2.4 –25.5 –32.9
Yuki 77 Growth JP EQ IRL 09/28 JPY 5784.00 –2.2 –30.2 –36.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/28 JPY 6470.00 3.7 –23.5 –32.4
Yuki Chugoku JpnLowP JP EQ IRL 09/28 JPY 8050.00 –1.7 –17.6 –27.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/28 JPY 6559.00 –3.1 –28.4 –34.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/28 JPY 4425.00 –2.7 –28.8 –34.4
Yuki Hokuyo Jpn Inc JP EQ IRL 09/28 JPY 5162.00 –2.2 –25.9 –27.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/28 JPY 5276.00 12.1 –5.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/28 JPY 4260.00 0.3 –31.4 –36.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/28 JPY 4576.00 1.9 –30.8 –36.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/28 JPY 6520.00 6.9 –25.6 –32.5
Yuki Mizuho Jpn Gen OT OT IRL 09/28 JPY 8295.00 3.4 –22.8 –33.3
Yuki Mizuho Jpn Gro OT OT IRL 09/28 JPY 6265.00 0.2 –20.3 –33.9
Yuki Mizuho Jpn Inc OT OT IRL 09/28 JPY 7501.00 –5.7 –28.2 –30.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/28 JPY 4969.00 –0.3 –25.9 –32.1
Yuki Mizuho Jpn LowP OT OT IRL 09/28 JPY 11910.00 5.1 –10.9 –22.6
Yuki Mizuho Jpn PGth OT OT IRL 09/28 JPY 7809.00 2.2 –25.3 –35.1
Yuki Mizuho Jpn SmCp OT OT IRL 09/28 JPY 7462.00 21.7 1.1 –28.6
Yuki Mizuho Jpn Val Sel OT OT IRL 09/28 JPY 5542.00 6.7 –19.4 –28.1
Yuki Mizuho Jpn YoungCo OT OT IRL 09/28 JPY 3080.00 29.0 –7.4 –31.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/28 JPY 5010.00 11.3 –25.1 –33.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/28 JPY 5229.00 2.5 –24.2 –34.8
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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 08/31 EUR 984.58 –1.2 –21.0 –13.6

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 09/25 USD 348.93 81.6 –8.9 –34.1
Antanta MidCap Fund EE EQ AND 09/25 USD 638.37 120.3 –30.7 –36.2
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 90.02 6.0 –5.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 08/31 EUR 89.39 5.6 –6.4 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 08/31 EUR 100.36 10.7 2.2 NS
Key Hedge EUR-RC- OT OT LUX 08/31 EUR 99.69 10.3 1.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 08/31 EUR 94.41 11.4 –1.8 NS

Key Market Independent II SEK -I- OT OT LUX 08/31 SEK 91.67 11.6 –2.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 08/31 EUR 86.51 8.7 –10.6 NS

Key Recovery -RC- OT OT LUX 08/31 EUR 85.92 8.3 –11.1 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
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Feri Institutional Advisors, www.feri.de
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Iranian students protest
amid state clampdown

Iraq struggles to find money for arms
Cheaper oil has made it hard to cover orders for equipment crucial to country’s ability to take over from U.S. forces

By Gina Chon

BAGHDAD—A severe budget
crunch here is holding up the sale of
billions of dollars of American mili-
tary equipment, including tanks,
more than two dozen helicopters
and thousands of radios.

The hardware is seen by Iraqi
and U.S. officials as crucial in help-
ing Iraq’s military and police force
completely take over security from
American combat forces, scheduled
to depart by August 2010.

“We are in a cost-crunch, time-
crunch situation,” says Army Lt. Gen.
Frank Helmick, head of the Multi-Na-
tional Security Transition Command-
Iraq, the command training and
equipping Iraqi security forces.

Iraqi officials placed orders for
the equipment during superhigh oil
prices in recent years, then saw
their finances dwindle as crude
prices fell. Iraq gets most of its reve-
nue from oil sales.

After soaring well above $100 a
barrel last year, prices slumped dur-
ing the global economic downturn.
Officials in Baghdad slashed their
budget several times to make up for
the reduced forecast revenue.

For its 2009 budget, the ministry
of defense requested $15 billion. It
was allocated $4.1 billion.

Oil has since recovered, with U.S.
benchmark crude for November de-

livery trading at $66.84 a barrel in
New York on Monday. That has
helped Iraq’s spending plans, but it
won’t come close to covering the
country’s big-ticket defense needs.

Gen. Helmick says American com-
manders have asked the U.S. govern-
ment to give Iraq what is known as
“dependable undertaking” status as
part of Washington’s Foreign Mili-
tary Sales program. Under the pro-

gram, foreign defense ministries ne-
gotiate with Washington for the pur-
chase of equipment. The U.S. govern-
ment then awards contracts to pri-
vate companies to deliver the goods.

Dependable-undertaking status
would allow Iraq to pay the U.S. gov-
ernment for the equipment in install-
ments. But qualifying requires proof
of ability to pay in full eventually
and a good credit history.

So far, Iraq hasn’t qualified be-
cause of its financing crunch and its
history of bad debts under Saddam
Hussein. It also hasn’t developed a
reputable credit history since Mr.
Hussein was ousted.

Its finances have created a kind of
Catch-22 , with Iraq’s credit rating af-
ter being invaded by the U.S. keeping
it from buying U.S. equipment meant
to aid the end of the U.S. military pres-

ence here. The equipment holdups go
back as far as about a year.

The dependable-undertaking sta-
tus review for Iraq has been held up
partly because of an internal debate
in the Pentagon over whether Iraq
should be treated like any other
country in the FMS program or if ex-
ceptions should be made given U.S.
interests there, according to people
familiar with the matter.

The need to get equipment mov-
ing fast enough to help with the U.S.
drawdown is forcing more flexibil-
ity in Washington. For example, the
U.S. government is no longer mak-
ing Iraq pay upfront for the 15
coastal patrol boats Baghdad
agreed to buy from the U.S. in 2008.
The boats are part of a $454.3 mil-
lion package aimed at beefing up ba-
sic maritime defense. Instead, Iraq
will pay for the boats when it re-
ceives them.

Washington also is considering
allowing Iraq to buy on credit. Big-
ticket purchases will be reviewed on
a case-by-case basis, says Gen. Helm-
ick. The uncertainty over Iraq’s de-
pendable-undertaking status, mean-
while, is holding up the release of
140 M1A1 Abrams tanks, 26 helicop-
ters and thousands of radios.

“We are still waiting for lots of
equipment from the U.S. side,” said
one Iraqi defense ministry official.
“And they are things we really need.”

ECONOMY & POLITICS

Source: U.S. Defense Security Cooperation Agency

Sticker shock
After agreeing to buy military equipment when oil prices were high, 
Iraq is struggling to pay for it all now. Pending equipment sales to Iraq:
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By Farnaz Fassihi

Thousands of students defied
threats by security officials and dem-
onstrated against Iran’s government
at Tehran University on Monday, the
first day of the semester, signaling the
opening of a new front in the opposi-
tion’s battle against the government.

With pressure increasing both at
home and abroad, President Mah-
moud Ahmadinejad’s government,
fearful of the university’s influence
and reach, has been systematically
cracking down on students.

For the past month, security
agents have been trying to clamp
down on university students across
Iran. Hundreds have been called in for
interrogations and warned that they
would be banned from higher educa-
tion if they brought the opposition
movement of Mir Hossein Mousavi
and Mehdi Karroubi to school.

Monday marked an annual cere-
mony at the campus for the start of
the academic year, an event typically
attended by the president, the higher-
education minister and lawmakers.

But President Ahmadinejad can-
celed his appearance at the last
minute Monday, and the higher-edu-
cation minister, Kamran Daneshjoo,
was hustled quietly into the audito-
rium from a back door to avoid en-
countering the angry crowd. When
Hadad Adel, a conservative lawmaker
and professor, entered the campus,
students booed him and shouted,
“You are against the people, traitor.”

Students carryinggreenballoons—
the color of the opposition—and wear-
ing green T-shirts, chanted “Death to
dictator” and “You killed our youth.

Death to you,” as they marched
across the campus. The commotion
caught the attention of passersby out-
side the gated campus located on Rev-
olution Street. By noon, hundreds of
people had gathered outside the
gates, chanting with the students as
others in cars honked their horns.

Riot police and security forces
swarmed the area. They locked the
gates of the university and pre-
vented students from leaving and
the public from entering. The police
didn’t enter the university, but
clashes were reported outside with
the public, as they tried to disperse
the crowd. The police grabbed cell-
phones if any one attempted to take a
picture or film the demonstrations
and smashed the phones on the
ground, according to a witness.

Iranian Web sites reported some
students were arrested upon leav-
ing the campus in the afternoon.

Students supporting the govern-
ment also staged counterdemonstra-
tions, but their numbers were
smaller, witnesses said. They got into
a verbal shouting match, screaming
at opposition students, “Mousavi and
Israel are one.” Students supporting
the opposition screamed back, “Ah-
madinejad is president—it will be
like this every day.”

In another development, Mr. Kar-
roubi, the outspoken reformist cleric
and presidential candidate, wrote a
bold letter to former President Akbar
Hashemi Rafsanjani demanding he re-
view the actions of Iran’s supreme
leader, Ayatollah Ali Khamenei. Mr.
Rafsanjani heads the Expediency
Council, a committee of clerics, who
have the power to name and remove
the supreme leader.
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EFG-Hermes Egypt GL EQ BMU 09/23 USD 44.84 29.7 NS NS
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
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By Sam Holmes

And Enda Curran

SYDNEY—Reserve Bank of Aus-
tralia Governor Glenn Stevens said
that fiscal and monetary policy will
need to be unwound as the economy
recovers and that the central bank’s
inflation-targeting framework will
guide any future interest-rate in-
creases.

“In due course, both fiscal and
monetary support will need to be un-

wound as private
d e m a n d i n -
creases,” Mr.
Stevens told a
Senate commit-
tee in Sydney on
Monday.

Th e c o m -
ments reaffirm
the RBA’s inten-
tion to increase
the cash rate
within a rela-
tively short time-

frame and suggest the central bank
may adjust policy ahead of its major
international peers. He said the
peak effect of fiscal stimulatory mea-
sures on the rate of growth of eco-
nomic demand has “probably al-
ready passed,” while the extent of
support “will tend to tail off further
over the next year.”

In the case of monetary policy, he
said that interest rate rises will be
“timely and ahead of a buildup of im-
balances that would occur if interest
rates were kept low for too long.”

The central bank’s longstanding
practice of inflation targeting
through monetary policy will con-
tinue to guide any future changes in
policy.

The RBA’s current cash rate is at
a 49-year low of 3%, while the cen-
tral bank maintains an annual infla-
tion target band of 2% to 3%.

Mr. Stevens said the economic
downturn would have been deeper
without the government’s stimulus
actions and there haven’t been any
problems with any of the stimulus
measures so far.

JPMorgan Senior Interest Rates
Strategist Sally Auld said Mr.
Stevens is “beating the same old
drum” about the need to raise rates.

She said the comments have re-
awakened market participants, who
were otherwise comfortable with
the idea that rates will remain at 3%
for a while longer.

UBS Chief Economist Scott
Haslem said he continues to expect
the central bank to raise the cash
rate by one percentage point before
the end of the March 2010 quarter,
with the first increase likely at the
November meeting.
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Fujii says strong yen isn’t his goal
Japanese finance chief ’s comments still suggest little urgency to intervene to halt rise

‘I’ve never said I will leave alone rises in the yen,’ Japanese Finance Minister Hirohisa Fujii said at a seminar in Tokyo.
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By Takashi Nakamichi

TOKYO—Japan’s finance minis-
ter tried to dispel market specula-
tion that he is indifferent to a soar-
ing yen, saying he has never called
for a strong currency and that it is
best if the foreign-exchange market
is stable.

But Hirohisa Fujii, speaking after
the yen jumped to an eight-month
high against the U.S. dollar, also said
the yen’s surge was “not abnormal”
in terms of trends.

His comments indicate that
while he is uncomfortable being la-
beled a strong-yen advocate and
isn’t pleased with the Japanese cur-
rency’s quick ascent, he still feels lit-
tle urgency to order yen-selling in-
tervention to stem its advance.

“I’ve never said I will leave alone
rises in the yen,” Mr. Fujii said at a
seminar in Tokyo.

The remarks reflect an effort by
Japan’s new finance minister to set
straight investors, who have come
to believe his stated aversion to in-
tentionally weakening the yen to
help exporters means he is for a
stronger currency. Mr. Fujii said his
past comments against competitive
currency depreciation “have, before
I knew it, been interpreted to mean
that I’m endorsing yen rises, but I’ve
never said such a thing at all.”

Mr. Fujii said he agrees with a view
expressed in Pittsburgh on Friday by
Prime Minister Yukio Hatoyama, who
said “it’s most desirable for foreign ex-
change to be stable.”

The dollar dropped as low as
88.26 yen Monday, its lowest level
since it hit 87.97 yen on Jan. 23, but
by late day in New York it had recov-
ered to 89.64 yen, compared with
89.85 late Friday. (Please see story,
page 20.)

Since the Democratic Party of Ja-
pan formed a government two
weeks ago, naming Mr. Fujii as fi-
nance minister, the dollar has fallen
sharply, partly on speculation the
new administration would refrain
from currency-market intervention
except in extreme circumstances.

Remarks by Mr. Fujii since he be-
came finance minister have been
taken by traders as the green light to
lift the yen.

The dollar fell below the psycho-
logically important 90 yen level Fri-
day after Mr. Fujii disclosed that on
Thursday he told U.S. Treasury Sec-
retary Timothy Geithner, in a bilat-
eral meeting on the sidelines of a
Group of 20 summit, that Japan is
against “intentionally” weakening
the yen.

Mr. Fujii on Monday seemed to
try to change the market’s percep-
tion about his tolerance of the yen’s
sharp gains, calling the Japanese
unit’s recent appreciation “a little
one-sided.”

But he was tight-lipped about
whether Japan would intervene in

currency markets to stop it, and it
wasn’t clear whether he had suc-
ceeded in dispelling market specula-
tion that Tokyo wasn’t disturbed by
the recent rapid yen gains.

“Unless something drastic hap-
pens, such as the very unlikely event
of Fujii issuing a strong warning
against the yen’s rise, the current
trend will persist this week,” said Mi-
zuho Corporate Bank senior dealer
Yuichiro Harada.

Other traders also said Mr. Fujii’s
fine-tuning of his earlier remarks
didn’t mean he had altered his basic
stance of nonintervention.

“The afternoon comments were
as expected, as of course the Japa-
nese finance minister would not be
foolish enough to overtly advocate
yen strength,” said Yuji Saito, head

of the foreign-exchange group at So-
ciete Generale.

Mr. Fujii’s policy stance has wor-
ried Japan’s exporters. Although To-
kyo hasn’t intervened since March
2004, governments of the Liberal
Democratic Party—which governed
Japan practically uninterrupted for
half a century until it lost power in
last month’s elections—used to fre-
quently step in to block the yen’s ad-
vance to protect exporters when it
gained sharply. The party relied
heavily on an export-oriented
growth model, believing that lifting
corporate profits was the best way
to enliven the whole economy.

—Takashi Mochizuki
and Andrew Monahan

contributed to this article.
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By Marshall Eckblad

NEW YORK—Ohio Attorney
General Richard Cordray said Mon-
day his office could soon seek “bil-
lions” from Bank of America Corp.
and some of its executives, includ-
ing Chief Executive Ken Lewis,
over the bank’s handling of its

merger with Merrill Lynch & Co.
Mr. Cordray has filed a lawsuit on

behalf of five pension funds accus-
ing the bank and four executives, in-
cluding BofA Chief Financial Officer
Joe Price and Merrill’s former chief
executive, John Thain, with conceal-
ing widening losses at Merrill ahead
of a shareholder vote last December

to approve the deal. The lawsuit also
names BofA’s chief accounting of-
ficer, Neil Cotty.

Shirley Norton, a BofA spokes-
woman, said, “We are confident we
disclosed all that was required and
look forward to presenting our posi-
tion to the court.”

Mr. Cordray’s announcement is

the latest legal challenge to BofA
and its CEO over the bank’s pur-
chase of Merrill.

The lawsuit was filed late Friday
by Mr. Cordray’s office in U.S. Dis-
trict Court in New York. The litiga-
tion was filed on behalf of five pen-
sion funds from Ohio, Texas, Swe-
den and the Netherlands.

RBA chief offers
a plan for end
of the recession
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Angola lures job seekers
Construction work,
high salaries attract
wave of Portuguese

By Margaret Coker

And Sarah Childress

Arab and Western officials
worry that al Qaeda is securing a
stronghold in Yemen, where the gov-
ernment’s focus on quelling a tribal
insurgency is allowing the terror
group to strengthen its ability to de-
stabilize neighbors in East Africa
and the Mideast.

Yemen’s government, which has
long struggled to assert control
over the country’s far-flung tribes
and Islamic militant groups,
launched a new offensive this sum-
mer against a rebellious tribe living
near its northern border with Saudi
Arabia. Escalating battles have
killed dozens of soldiers on each
side as well as hundreds of civilians.

The fighting, now in its seventh
week, has shaken a fragile humani-
tarian situation. United Nations offi-
cials warned recently that food aid
in the region is running low.

A report released this month by
the Carnegie Endowment for Inter-
national Peace warned that Yemen
is facing “unprecedented” levels of
instability.

The ancestral homeland of
Osama bin Laden, Yemen has long
been a top U.S. security concern. For
years, al Qaeda militants—including
at least one Saudi released from U.S.
custody in Guantanamo Bay, Cuba—
have taken refuge here. One compli-
cation surrounding the closing of
the U.S. military prison at Guantan-
amo is what to do with the more
than 200 Yemeni detainees there.
U.S. intelligence officials say they
have little confidence in the Yemeni
government’s ability to keep them
in prison back in their home coun-
try.

Since the 2000 al Qaeda attack
on the USS Cole in the Yemeni port
of Aden, U.S. officials have reported
mixed results from the Yemeni gov-
ernment in the fight against terror-
ism. President Ali Abdullah Saleh es-
tablished a rehabilitation program
for jailed Islamic militants, but
hasn’t curbed the growing network
of al Qaeda fighters who have
flocked to lawless parts of Yemen
and are using the country as a
launching pad for attacks.

U.S. officials say they believe
that the lack of resolve on the part of
the Yemeni government is due to
President Saleh’s preoccupation
with what he sees as more pressing
internal security threats coming
from the nation’s fractious political
and tribal system.

Chief among his priorities these
days is the government’s massive of-
fensive against the Houthis, a tribe
that lives near the border with
Saudi Arabia. The government has
been fighting the tribe intermit-
tently for the past five years.

The Houthis, like the president,
adhere to a branch of Shiite Islam.
They rose up against the govern-
ment this decade to protest official

corruption and lack of development
in their northern enclave.

President Saleh says the tribe is
trying to unseat him. Government of-
ficials have tried to paint the strug-
gle in sectarian and wider geopoliti-
cal terms, hinting—but offering no
proof—that Iran is helping the
rebels. The Houthis deny this.

In August, the army launched an-
other offensive and met strong resis-
tance from the Houthis. According
to local news reports, the army then
apparently redeployed troops
tasked to fight al Qaeda cells over to
the Houthi front lines. (The Yemeni
government has blocked journalists
from entering the area, so troop
movements are difficult to verify.)

The new offensive comes as al
Qaeda in the Arab Peninsula, as the
local branch of the militant group is
called, appears to be gaining
strength. An Arab intelligence offi-
cial says that al Qaeda fighters fled
to Yemen this summer from Paki-
stan and Afghanistan, where the
movement suffered significant mili-
tary setbacks in recent months.

While the number of fighters re-
treating to Yemen is unknown, the
movement is worrying Yemen’s
Arab and African neighbors. In
2007, al Qaeda announced the merg-
ing of the Saudi and Yemeni
branches of the organization in Ye-
men after a crackdown by Saudi au-
thorities.

A Saudi militant, traveling from
an al Qaeda safe house in Yemen, in-
jured Saudi Arabia’s deputy interior
minister in a failed suicide-bombing
attack last month.

In 2008, al Qaeda in the Arabian
Peninsula claimed responsibility for
two suicide-bomb attacks against
the U.S. Embassy in Sana’a, the Ye-
meni capital, in which 16 Yemenis
were killed. This year, the group
claimed responsibility for an attack
that killed four Korean tourists and
two of their Yemeni security guards.

Al Qaeda operatives in Yemen
are also aiding Islamic rebels trying
to topple the Somali government, ac-
cording to U.N. officials in Somalia
and Yemen. Al Shabab, the Somali in-
surgency group that U.S. officials
view as an al Qaeda proxy in East Af-
rica, restocks with fighters and
weapons through Yemeni smug-
glers working the narrow Red Sea
passage between the two countries,
these officials said.

Al Shabab claimed responsibility
for a suicide car bombing last week
against African Union troops, who
are given the task of helping to stabi-
lize the country. The attack killed 21
people.

Al Qaeda makes strides
toward Yemen stronghold

ECONOMY & POLITICS

By Susana Ferreira

Nearly 35 years after winning in-
dependence from Portugal, Angola is
being populated by its former colo-
nizer once again—this time by profes-
sionals and scores of workers laid off
amid the economic slump.

Luis Amaro, a sales manager for
Lisbon-based software company Lo-
calSoft, saw the opportunity in July
when he went to Angola on a busi-
ness trip.

“Things are happening here. I can
build a new life,” Mr. Amaro remem-
bered thinking. He plans to move to
Luanda at the end of this year with
his wife and teenage son.

He will leave behind his native Por-
tugal, which has been hard hit by the
global downturn. Unemployment in
the second quarter was 9.2% and the
economy is expected to shrink by 3.7%
this year. Temporary and seasonal
construction work in other European
Union countries—a mainstay for Por-
tuguese laborers—have been drying
up. As workers from across Europe re-
turn to Portugal, a country of 10.6 mil-
lion, they struggle to find jobs.

Portugal’s former colony, mean-
while, has emerged in recent years
as one of the world’s fastest-grow-
ing economies. Angola’s gross do-
mestic product has grown well over
10% annually since 2004, and
topped 20% in 2007, bolstered by oil
production and mining. Even with
the drop in oil prices in 2008, GDP
grew 14.8% for the year.

Keen to rebuild infrastructure de-
stroyed by more than four decades
of war, Angola, with a population of
12.8 million, has experienced an ex-
plosion in civil-engineering and con-
struction projects.

Neither country’s government
keeps exact numbers, but economists
say an estimated 60,000 to 100,000
Portuguese nationals like Mr. Amaro
have entered Angola during the past
five years, not counting trips of long-
term residents or people staying on
short-term work visas. Manual labor-
ers, doctors, engineers and bankers
have flocked to the country. Demand

for visas is so high that the most des-
perate job-seekers camp out over-
night to get at the front of the line at
the Angolan consulate in Lisbon.

“In the last few years, Angola is
the country that has received the
most emigrants” from Portugal, said
Rui Pena Pires, a sociology professor
at the CIES, the Center for Sociology
Studies and Research, in Lisbon. Ac-
cording to the Angolan consulate,
some 17,000 Portuguese nationals
moved to Angola on visas of at least
one year in 2006. For both 2007 and
2008, that number surged to roughly
24,000. By the first three months of
2009, nearly 7,700 Portuguese had
packed their bags for Angola.

That movement is striking in con-
trast to European countries’ efforts
to tighten restrictions on immigra-
tion, including on people from their
former colonies and territories.

Angola’s recent growth spurt
comes after decades of damage and
stagnation due to military conflict. Af-
ter centuries as a colony and then as
an overseas province of Portugal, An-
gola’s struggle for independence
erupted in war in 1961. Angola de-
clared independence on Nov. 11, 1975,
but the country’s rival political
groups launched into a bloody civil
war that killed and displaced mil-
lions. A cease-fire was reached in
2002. Since then, Angola has been in
the process of recovery.

Filomeno Vieira Lopes, an econo-
mist and member of the Angolan op-
position party Front for Democracy,
said three factors have contributed
to economic growth. “First, there
was the rise in petrol prices and the

rise in production; second, the inter-
est from China; and now, all the re-
building after the war,” he said.

The need for infrastructure—
roads, railways, pipelines and sky-
scrapers—created the most demand
for labor. According to Portuguese
government figures, Angola im-
ported more than Œ2.27 billion ($3.34
billion) in goods from Portugal in
2008, up from Œ1.68 billion in 2007.

“There is not a single industry in
Portugal that has not benefited from
this,” said Daniel Bessa, a former Por-
tuguese minister of economy. In
March, Angolan President José Edu-
ardo dos Santos and his Portuguese
counterpart, Aníbal Cavaco Silva,
signed a deal to create a joint Portu-
guese-Angolan investment bank.

While Angola is luring unem-
ployed and underemployed Portu-
guese, it has many internal problems,
including an unemployment rate of
its own that has reached 40%, increas-
ing inflation and widespread pov-
erty. This reality has created a “cer-
tain a level of animosity,” toward for-
eigners, who are seen as taking jobs
from Angolans, said Mr. Vieira Lopes.

But for Justino Pinto de Andrade,
a professor of economics at the Catho-
lic University of Luanda, having for-
eigners—particularly those who
have come to work on rebuilding
projects—pour into his country is
something positive, and temporary.
Local companies were paralyzed dur-
ing the wars, he said, putting the
country’s workers at a disadvantage
in terms of training.

“Angola has to be constructed,”
said the professor. “Borders are dis-
integrating. They don’t make sense
in this globalized world. We need
qualified people—not just people
with advanced school degrees, but
people who are qualified in all
senses of the word.”

One of the appeals of Angola’s job
market is high salaries. For many of
Mr. da Costa’s clients in Angola, a
starting salary for an entry-level posi-
tion in banking or civil engineering is
between $2,000 and $5,000 a month.
By comparison, a high starting rate in
Portugal for a similar job is Œ1,000
(about $1,460) a month.

When Mr. Amaro goes to Luanda,
Angola, to house-hunt in October, the
software sales manager hopes to lead
an expansion of his company. “Any-
thing can happen here,” he said. “It’s
chaotic—but in a dynamic way.”

A Portuguese resident waits for the Angolan consulate in Lisbon to open on Thursday so he can apply for a visa. Angola is
drawing interest from Portuguese seeking new job opportunities in the fast-growing African country.

Fighting in Yemen
has shaken a fragile
humanitarian
situation. Food aid is
running low.

Fast growth
Annual change in GDP

Angola Portugal

Sources: IMF (Angola); Eurostat (Portugal)
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 09/25 USD 9.79 19.2 –12.6 –19.1

Am Blend Portfolio I US EQ LUX 09/25 USD 11.51 19.9 –11.9 –18.4
Am Growth A US EQ LUX 09/25 USD 28.55 24.7 1.0 –9.8
Am Growth B US EQ LUX 09/25 USD 24.07 23.8 0.0 –10.7
Am Growth I US EQ LUX 09/25 USD 31.57 25.4 1.8 –9.1
Am Income A US BD LUX 09/25 USD 8.37 21.7 13.5 5.0
Am Income A2 US BD LUX 09/25 USD 18.62 22.3 13.5 5.1
Am Income B US BD LUX 09/25 USD 8.37 21.1 12.6 4.2
Am Income B2 US BD LUX 09/25 USD 16.08 21.7 12.8 4.3
Am Income I US BD LUX 09/25 USD 8.37 22.3 14.3 5.7
Am Value A US EQ LUX 09/25 USD 8.03 11.4 –10.2 –18.4
Am Value B US EQ LUX 09/25 USD 7.41 10.4 –11.0 –19.3
Am Value I US EQ LUX 09/25 USD 8.62 11.9 –9.5 –17.8
Asian Technology A OT EQ LUX 09/25 USD 14.42 64.8 17.6 –8.2
Asian Technology B OT EQ LUX 09/25 USD 12.65 63.6 16.5 –9.1
Asian Technology I OT EQ LUX 09/25 USD 16.04 65.7 18.6 –7.5
Emg Mkts Debt A GL BD LUX 09/25 USD 15.43 40.0 21.7 7.2
Emg Mkts Debt A2 GL BD LUX 09/25 USD 19.60 40.8 21.7 7.3
Emg Mkts Debt B GL BD LUX 09/25 USD 15.43 39.1 20.5 6.2
Emg Mkts Debt B2 GL BD LUX 09/25 USD 18.93 39.8 20.6 6.2
Emg Mkts Debt I GL BD LUX 09/25 USD 15.43 40.4 22.3 7.8
Emg Mkts Growth A GL EQ LUX 09/25 USD 30.86 54.0 –1.0 –16.2
Emg Mkts Growth B GL EQ LUX 09/25 USD 26.22 52.9 –2.0 –17.0

Emg Mkts Growth I GL EQ LUX 09/25 USD 34.14 54.9 –0.2 –15.5
Eur Growth A EU EQ LUX 09/25 EUR 6.64 19.2 –11.8 –20.5
Eur Growth B EU EQ LUX 09/25 EUR 5.99 18.4 –12.6 –21.3
Eur Growth I EU EQ LUX 09/25 EUR 7.22 19.7 –11.1 –19.9
Eur Income A EU BD LUX 09/25 EUR 6.57 36.0 15.5 2.2
Eur Income A2 EU BD LUX 09/25 EUR 12.59 36.7 15.5 2.3
Eur Income B EU BD LUX 09/25 EUR 6.57 35.4 14.7 1.5
Eur Income B2 EU BD LUX 09/25 EUR 11.74 36.0 14.8 1.6
Eur Income I EU BD LUX 09/25 EUR 6.57 36.5 16.2 2.8
Eur Strat Value A EU EQ LUX 09/25 EUR 8.18 17.5 –18.4 –26.2
Eur Strat Value I EU EQ LUX 09/25 EUR 8.36 18.2 –17.6 –25.5
Eur Value A EU EQ LUX 09/25 EUR 8.74 20.1 –13.4 –23.0
Eur Value B EU EQ LUX 09/25 EUR 8.06 19.1 –14.3 –23.8
Eur Value I EU EQ LUX 09/25 EUR 10.07 20.6 –12.7 –22.4
Gl Balanced (Euro) A EU BA LUX 09/25 USD 16.12 15.8 –7.3 –14.0
Gl Balanced (Euro) B EU BA LUX 09/25 USD 15.74 14.9 –8.3 –14.8
Gl Balanced (Euro) C EU BA LUX 09/25 USD 16.00 15.6 –7.6 –14.2
Gl Balanced (Euro) I EU BA LUX 09/25 USD 16.39 NS NS NS
Gl Balanced A US BA LUX 09/25 USD 15.89 19.6 –4.3 –12.6
Gl Balanced B US BA LUX 09/25 USD 15.14 18.7 –5.3 –13.5
Gl Balanced I US BA LUX 09/25 USD 16.45 20.2 –3.6 –12.0
Gl Bond A US BD LUX 09/25 USD 9.25 11.3 11.5 4.9

Gl Bond A2 US BD LUX 09/25 USD 15.85 11.5 11.4 4.8
Gl Bond B US BD LUX 09/25 USD 9.25 10.5 10.4 3.8
Gl Bond B2 US BD LUX 09/25 USD 13.92 10.7 10.3 3.8
Gl Bond I US BD LUX 09/25 USD 9.25 11.7 12.1 5.5
Gl Conservative A US BA LUX 09/25 USD 14.62 13.5 1.8 –5.0
Gl Conservative A2 US BA LUX 09/25 USD 16.54 13.4 1.8 –5.0
Gl Conservative B US BA LUX 09/25 USD 14.61 12.6 0.7 –6.0
Gl Conservative B2 US BA LUX 09/25 USD 15.75 12.6 0.7 –6.0
Gl Conservative I US BA LUX 09/25 USD 14.67 14.2 2.7 –4.3
Gl Eq Blend A GL EQ LUX 09/25 USD 11.06 23.7 –16.1 –24.1
Gl Eq Blend B GL EQ LUX 09/25 USD 10.40 22.8 –17.0 –24.9
Gl Eq Blend I GL EQ LUX 09/25 USD 11.64 24.5 –15.5 –23.5
Gl Growth A GL EQ LUX 09/25 USD 39.34 22.0 –16.9 –24.1
Gl Growth B GL EQ LUX 09/25 USD 32.93 21.1 –17.7 –24.8
Gl Growth I GL EQ LUX 09/25 USD 43.59 22.7 –16.2 –23.5
Gl High Yield A US BD LUX 09/25 USD 4.20 51.6 13.9 1.7
Gl High Yield A2 US BD LUX 09/25 USD 8.79 52.6 14.0 1.6
Gl High Yield B US BD LUX 09/25 USD 4.20 50.2 12.3 0.5
Gl High Yield B2 US BD LUX 09/25 USD 14.17 51.6 12.8 0.6
Gl High Yield I US BD LUX 09/25 USD 4.20 52.3 14.8 2.4
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These funds primarily take long/short posistions in equities securities. At least 60% of as-
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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 Pivot Global Pivot Capital USDiCayman Isl 14.67 66.81 28.54 22.69
Value Fund Management

5 Tricoastal Tricoastal Capital USDiUnited States 40.02 61.98 28.53 34.46
Capital Partners LLC Management Ltd.

5 Lansdowne Lansdowne Partners USDiUnited States 39.41 37.50 19.95 22.87
Global Financials Fund LP Ltd

3 Legend Legend Capital USDiUnited States 25.64 28.78 1.31 7.07
Global Value Fund LP Management LLC

5 DiFiglia DiFiglia Capital USDiUnited States 8.92 28.67 17.27 NS
Capital Partners LP Management LLC

NS TT TT International USDiCayman Isl 14.84 27.60 29.13 NS
Financials Long/Short Fund

5 LACM Macro Last Atlantis USDiBritish VI 16.37 23.35 21.64 NS
Discretionary Share Class F Capital Management LLC

5 Parus Fund Parus Finance USDiIreland 32.51 23.14 16.21 20.76
PLC USD

5 Parus Fund Parus Finance S.A. EURiIreland 36.27 19.77 19.32 24.09
PLC EUR

4 Platinum Optima Fund USDiBermuda 29.85 18.82 4.21 9.30
Fund Ltd Management LP (New York)

Nikkei dips below 10000;
storm-hit Philippines falls

Nasdaq’s Virgin Media to add LSE listing

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
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Burford looks to raise $319 million

Yuan bond coupons set
Issue in Hong Kong
is China’s first
outside of mainland
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By Matthew Allen

And Colin Ng

Asian stock markets ended
mostly lower Monday, tracking Wall
Street’s weak showing on Friday,
with Japanese exporters hit hard by
the yen’s continued strength
against the U.S. dollar.

The Nikkei Stock Average of 225
companies fell 2.5% to 10009.52 af-

ter briefly slipping
below the psycho-
logically important
10000-point level
during the session

for the first time since July.
Among exporters, Honda Motor

fell 5%, Toyota Motor lost 3.8% and
Sharp shed 4.1%.

The market was pricing in the risk
of weaker-than-expected earnings
due to the stronger yen, said Phoenix
Securities manager Mamoru Nakajo.
Chinese stocks tumbled on concerns
new listings on the Nasdaq-style
Growth Enterprise Market may di-
vert attention from the main board
and sap liquidity. The Shanghai Com-
posite lost 2.7% to 2763.53, with
Hong Kong’s Hang Seng Index shrink-
ing 2.1% to 20588.41 and Taiwan’s
Taiex losing 0.8%.

South Korea’s Kospi dropped
0.9%, Australia’s S&P/ASX 200 gave

up 0.8% and the Philippines’ main in-
dex lost 1.3% after tropical storm
Ketsana dropped the heaviest rain
in more than 40 years on Manila and
neighboring areas of Luzon island
on Saturday. The Philippine govern-
ment said Monday it couldn’t cope
with massive flooding that has dis-
placed nearly half a million people.

Singapore’s Straits Times Index
fell 1.3%. Indian markets were
closed for a public holiday.

Adding to the selling pressure in
Tokyo, financials also dropped
sharply on continued concerns over
dilutive equity financing. Nomura
Holdings shrank 5.8% in heavy vol-
ume, extending its sharp losses Fri-
day after announcing a new share is-
sue.

Resource stocks fell across the re-
gion on weakness in commodity
prices, with gold miners falling espe-
cially hard as the metal extended its
fall below $1,000 a troy ounce.

Newcrest Mining tumbled 5.4%
and Woodside Petroleum declined
1.2% in Sydney, with PetroChina fall-
ing 2.9% in Hong Kong and 1.8% in
Shanghai. Among gold miners, Zha-
ojin Mining Industry lost 4.8% in
Hong Kong; Zhongjin Gold skidded
5.8% in Shanghai.
 —V. Phani Kumar

contributed to this article.

By Margot Patrick

LONDON—Burford Capital
Ltd., a closed-end investment com-
pany, said it wants to raise up to
£200 million ($319 million) in a
share placing on London’s junior
market to mark its place in a small
but growing sector of funds that
help finance companies’ legal
costs in commercial disputes.

By providing cash to help com-
panies foot their legal costs, Bur-
ford said it hopes to pick up a
share of any awards or settle-
ments and then pay out money to
its shareholders in the form of divi-
dends.

The Guernsey-based company
said it will start out by investing in
disputes between companies in
the U.S., as well as in those going
to international arbitration. Later
on, it might expand into to other ju-
risdictions, it said. A typical in-
vestment is expected to be for
more than $3 million and as high

as $15 million.
It didn’t say what percentage of

proceeds it would ask for, but simi-
lar funds take between 20% and
45%.

The company’s investment ad-
viser is Burford Group Ltd., set up
by U.S. lawyers Christoper Bogart
and Selvyn Seidel.

“Third-party commercial-dis-
pute finance is a high-growth mar-
ket, helping plaintiffs or defen-
dants get civil justice,” Mr. Bogart
said in a statement. He said these
kinds of investment can generate
highly attractive returns that

aren’t tied to the performance of
stock markets.

Mr. Bogart’s previous jobs in-
clude serving as executive vice
president and general counsel of
Time Warner Inc., and as chief ex-
ecutive of Time Warner Cable Ven-
tures. Mr. Seidel most recently
was a senior partner at law firm
Latham & Watkins, where he co-
founded the New York office and
was chairman of the firm’s interna-
tional practice.

Fox-Pitt, Kelton Ltd. is han-
dling the share placement on the
Alternative Investment Market
and will be the company’s nomi-
nated adviser and broker. Execu-
tion Ltd. is acting as co-lead man-
ager on the placement. The shares
are expected to start trading
around Oct. 16.

A similar company called Jurid-
ica Investments Ltd. listed its
shares on AIM in December 2007,
raising £80 million.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
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The share placement
will fund the firm’s
commercial-
dispute business.

By Chester Yung

HONG KONG—China’s Ministry
of Finance said it set coupon rates
of 2.25% to 3.30% for its inaugural
six billion yuan ($878.7 million)
bond sale in Hong Kong, as part of
the nation’s efforts to boost the
yuan’s international position.

The sale of two-year, three-year
and five-year bonds, which started
Monday, is China’s first yuan-de-
nominated sovereign bond issue
outside mainland China.

The ministry said earlier the sale

will boost Hong Kong’s position as a
global financial center, promote the
use of the yuan in the region, and ex-
pand the market for yuan-denomi-
nated bonds in Hong Kong.

The two-year bonds, which pri-
marily target retail investors in
Hong Kong, will carry a coupon of
2.25%, the ministry said. The three-
year bonds, which target both re-
tail and institutional investors,
will carry a coupon of 2.70%, it
said. The ministry’s five-year
bonds, which primarily target in-
stitutional investors, will carry a
coupon of 3.30%.

Subscription started Monday
and will end Oct. 20, with subscrip-
tion results due Oct. 22. The bonds
will be issued Oct. 27, and interest
is payable semiannually in ar-
rears, the ministry said.

The lead managers and book-
runners of the issuance are BOC
Hong Kong Holding Ltd. and Bank
of Communications Co. A total of
19 banks in Hong Kong are selling
bonds offered in the retail tranche.

Vice Minister of Finance Li
Yong said whether the Ministry of
Finance will issue more yuan-de-
nominated sovereign bonds in
Hong Kong in that future depends
on the response for China’s inaugu-
ral yuan-denominated bond sale in
the territory.

Mr. Li said the outlook for more
corporate yuan-denominated
bond sales in Hong Kong is “very
good,” adding that he expects
more mainland financial institu-
tions to issue bonds in the city in
response to rising demand.

By Kathy Sandler

And Lilly Vitorovich

LONDON—Virgin Media Inc.
said it expects to begin trading on
the London Stock Exchange on
Thursday, a move aimed at increas-
ing its shareholder base and profile
in the U.K. and continental Europe.

The cable-television and Inter-
net provider, which operates solely
in the U.K. and competes against
British Sky Broadcasting Group

PLC and BT Group PLC, said its pri-
mary listing will remain in the U.S.
on the Nasdaq Stock Market. Virgin
Media won’t issue any new equity as
part of the new listing.

The London listing is subject to
approval from the U.K.’s Financial
Services Authority and the London
Stock Exchange.

Pay-TV has proved particularly re-
silientin the face of recessionary pres-
sures as consumers choose in-home
entertainment instead of going out.

Virgin Media has switched its focus
from trying to compete with BSkyB
on content, instead pushing its broad-
band Internet service, which has
helped boost sales and profits.

Virgin Media’s U.S. listing harks
back to its genesis in 2006 from the
merger of Nasdaq-listed cable rivals
NTL and Telewest, both of which op-
erated cable services in the U.K. The
merged company then scooped up
Virgin Mobile in the U.K. and re-
branded itself as Virgin Media.
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