
SOLEMN GATHERING: Polish Premier Donald Tusk, left, German Chancellor Angela Merkel and Russian Premier Vladimir Putin listen to a speech by Polish President Lech Kaczynski.
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Looser purse strings

Syria gets unexpected help
in opening its frail economy
News in Depth, pages 16-17
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DJIA 9310.60 -1.96
Nasdaq 1968.89 -2.00
DJ Stoxx 600 231.66 -1.84
FTSE 100 4819.70 -1.82
DAX 5327.29 -2.51
CAC 40 3583.44 -1.92

Euro $1.4303 -0.29
Nymex crude $68.05 -2.73

Editorial&Opinion

Lockerbie memo puts heat on Brown

World manufactures a recovery
Data showing output growth in Europe, U.S., Asia could add steam to upturn by boosting trade

World leaders mark 70th anniversary of World War II’s beginning

Who is Mrs. Merkel?
Does the chancellor have
an agenda beyond stay-
ing in power? Page 13
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Money & Investing: A correction in Chinese stocks could weigh on other emerging markets
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By Alistair MacDonald

And Paul Sonne

A memo released on Tues-
day suggests that U.K. Prime
Minister Gordon Brown didn’t
want the convicted Lockerbie
bomber to die in prison—un-
dercutting the British govern-
ment’s hopesthat a raft ofdoc-
uments made public Tuesday
would prove the U.K. didn’t in-
terfere with Scotland’s recent
decision to release the Libyan
convict.

The U.K. and Scottish gov-
ernments released dozens of
documents that detail the pre-
lude to last month’s release of
Abdel Baset al-Megrahi, the
only person ever convicted in
the 1988 jetliner bombing
that killed 270 people over
Lockerbie, Scotland. Mr. al-
Megrahi has terminal pros-
tate cancer, and Scottish offi-
cials released him on “compas-

sionate grounds,” allowing
him to return last month to
Libya, where he received a he-
ro’s welcome. The release on
Tuesday came after some doc-
uments had been leaked in re-
cent days, and also fulfilled a
promise by the Scottish gov-
ernment that they would
make them public.

The Scottish government
rules on some local issues,
such as justice, but national de-
cisions, such as foreign, de-
fense and tax policy are left to
London. The two governments
released sets of documents sep-
arately on Tuesday.

The documents repeatedly
show U.K. officials emphasiz-
ing that any decision to free
Mr. al-Megrahi rested with
Scotland. The U.K. hoped the
correspondence would dispel
talk that the former Libyan
agent had been released under
pressure from Britain to facili-

tate trade with oil rich Libya.
One document, however,

seems to indicate that U.K. of-
ficials earlier this year sig-
naled to Libya that the govern-
ment supported the dying Mr.
al-Megrahi’s release.

The document, released by
the Scots, may fuel accusations
that the release was U.K.-led
and related to trade between
the U.K. and Libya. According to
minutes of a meeting last
March between Scottish and
Libyan officials, a senior Libyan
official indicates that he
warned British foreign office
minister,Bill Rammell, in Febru-
ary that allowing Mr. Rammell
to die in a Scottish prison
would “have catastrophic ef-
fects for the relationship be-
tween Libya and the U.K” and
that Mr. Rammell told him that
neither the U.K.’s prime minis-
ter nor foreign secretary
“would want Mr. Megrahi to

pass away in prison.”
At the same time, according

to the minutes, Mr. Rammell
had emphasized to Libya that
the decision on Mr. al-Megra-
hi’s fate rested with Scotland.

A spokesman for Mr.
Brown declined to comment.

In a statement on Tuesday,
Mr. Rammell didn’t directly ad-
dress whether the account of
his comments is accurate. He
said: “I made it clear in all my
dealings with the Libyans that
the decision around al-
Megrahi was exclusively one
for the Scottish Executive and
the Scottish Executive alone.”

The claim throws Mr.
Brown deeper into the contro-
versy and will increase pres-
sure from political rivals for
him to come clean on any in-
volvement he had. Mr. Brown,
and the Scottish government,
have repeatedly said that the

Please turn to back page

By Justin Lahart

And Marcus Walker

Manufacturing gains re-
ported Tuesday across the
U.S., Europe and Asia added
to growing evidence that the
global economy is not only
steadying but recovering
more strongly than antici-
pated a few months ago.

For the first time since Jan-
uary 2008, a key manufactur-
ing index crossed the thresh-
old indicating that factory out-
put grew in August. And in

more signs that the billions of
dollars that central banks
pumped into the global econ-
omy have helped reinvigorate
demand, surveys among pur-
chasing managers also
showed that manufacturing ac-
tivity in China, France and Aus-
tralia expanded last month.
The pace of contraction in
other countries, such as Ger-
many, slowed markedly.

Despite U.S. stocks’ pull-
back Tuesday, financial mar-
kets around the world have re-
bounded, and businesses and

households have been regain-
ing confidence. Also Tuesday,
some car makers reported
U.S. sales gains for August.
And in the latest sign that the
U.S. housing market, whose
bust sparked the crisis, is on
the mend, the National Associ-
ation of Realtors reported
that its index of home sales
that are pending but not yet
closed rose to its highest level
in more than two years.

“We had been looking for
improvement, but the speed
at which it’s come and the

magnitude with which it’s
come is surprising,” said J.P.
Morgan Chase & Co. econo-
mist Bruce Kasman. “We all
went down hard, and we’re all
going up pretty well.”

To be sure, the global econ-
omy still faces significant hur-
dles. With unemployment
rates high around the world,
the improvement could fall
away once the effects of gov-
ernment stimulus fade. The
stimulus has left the U.K., for
instance, with a debt load that
will drag heavily on any recov-

ery. (Please see related arti-
cles on pages 4 and 5.)

The banking sector contin-
ues to struggle with a prolifera-
tion of loans gone bad, particu-
larly in the U.S., where many
banks’ commercial-real-estate
loanportfolios putthem atrisk.
Financial firms led a broad sell-
off inthe stockmarketthat sent
the Dow Jones Industrial Aver-
age down 185.68 points, or 2%,
to 9310.60 Tuesday.

Still, economists have
been steadily ratcheting up

Please turn to page 4

Markets

Vivendi said more people
are staying home to watch
pay-TV and play videogames
amid the recession, pushing
the company’s second-quar-
ter earnings up 6.6%. Even
so, Vivendi shares have un-
derperformed European
peers this year. Pages 6, 32

n U.S. auto sales in August
rose to their highest monthly
total in more than a year, bol-
stering hopes the industry’s
recovery will continue. Page 8

n Car sales in France contin-
ued to get a boost in August
from government incentives,
with sales up 7%. Page 8

n Belgian investment firm
RHJ International presented
an improved offer for 50.1%
of GM’s Opel unit. Page 8

n Financials led a selloff of
U.S. stocks amid concerns
that the market could be fac-
ing a correction. European
shares also fell. Page 20

n Climate-change protesters
briefly shut down RBS’s
headquarters in London by
gluing their hands together
and holding a vigil on the
bank’s trading floor. Page 19

n EBay is selling a 65%
stake in its Skype Internet
phone business to private
investors in a deal that marks
the end of an unhappy tech
marriage. Pages 7, 32

n SkyEurope Airlines ceased
all operations while its hold-
ing company initiated bank-
ruptcy proceedings. Page 7

n Deutsche Bank is closing
a popular exchange-traded
oil product, marking the first
casualty of increased regula-
tory scrutiny of commodity
investment funds. Page 19

n Rosneft’s profit fell 63% in
the second quarter as oil
prices slumped, but the Rus-
sian oil producer narrowly
beat forecasts. Page 8

n Nokia Siemens tapped the
leader of its services busi-
ness, Rajeev Suri, as its new
chief executive. Page 6

n A U.N. drugs agency said
Afghan opium cultivation
this year has fallen 22%
from 2008 as prices drop
due to oversupply. Page 3

n The son of the late leader
of Iraq’s largest Shiite party
took the party’s helm, and
reached out to political rivals.

n Firefighters scrambled to
try to contain a large wildfire
in southern California that
has destroyed 53 homes.

VO L . X X V I I N O . 14 8  W E D N E S DAY, S E P T E M B E R 2 , 2 0 0 9H E A R D O N T H E S T R E E T

It isn’t often a company
gets a do-over for an ill-con-
ceived acquisition. EBay
may be the exception.

Not only is eBay getting a
higher price for Skype than
many expected but by keep-
ing a stake, the auction gi-
ant has the potential to
come out ahead eventually.
Compared with its total in-
vestment of about $3.1 bil-
lion, eBay is getting $1.9 bil-
lion in cash and a note of
$125 million while it retains
35%. Excluding cash within
Skype, the deal values the
company at $2.75 billion.

Still, the buyers—including
Silver Lake, Marc Andrees-
sen’s venture capital firm and
the Canada Pension Plan In-
vestment Board—have their
work cut out for them to lift
the value higher. While
Skype’s registered users con-
tinue to grow, up 19% to 481
million in the first half, reve-
nue per user remains tiny. Sec-
ond quarter revenue was $170
million, amounting to only 35
cents for each customer.

Of course, Skype has
grown by offering free calls
between registered users. To
circumvent the built-in

growth limits of that strat-
egy, Skype has introduced
cheap subscription plans.
The iPhone app will help, as
will the consumer trend
away from home landlines.

Projections by eBay for
Skype were for it to hit a bil-
lion dollars in revenue by
2011, double last year, at an
operating margin of 18% to
20%. Even if the new owners
can improve that, they
aren’t getting it cheap. Yet
they are optimistic: Unlike
in private equity’s go-go
days, most of the price is eq-
uity financed. The buyers

are putting their money
where their mouth is.
 —Martin Peers

More at WSJ.com/Heard

Puffing up Japan Tobacco?

When it comes to Vivendi, a problem of perception

Investors are worried
that a new government
could mean Japan Tobac-
co’s profits go up in smoke.
They are overstressing.

The Democratic Party of
Japan wants to reduce smok-
ing rates and may boost ciga-
rette taxes. That explains
the fall in JT’s shares—down
18% since mid-June, the
shares are now down this
year. Global tobacco stocks,
in contrast, are rising.

But the DPJ also has indi-
cated it may lift JT’s man-
date to buy all tobacco leaf
grown in Japan, and allow it
to set prices without govern-
ment approval.

The purchasing mandate
cost nearly $640 million in
year to March, because Japa-
nese leaf is up to four times
as expensive as foreign to-
bacco, according to Nikko
Citigroup. And JT has used
tax increases to its advan-
tage in the past.

In 2006, when the govern-
ment raised cigarette taxes,
the company also won ap-

proval to raise prices—by
11% on its top-Japanese
brand, Mild Seven. That
helped compensate for reve-
nue lost from discouraged
smokers.

Anyway, JT’s growth in-
creasingly comes from over-
seas as health awareness
and a declining population
shrink the Japanese market.

Thanks to acquisitions
such as a nearly $15 billion
purchase of Britain’s Galla-
her, over 60% of JT’s $19 bil-
lion in tobacco revenue
comes from overseas. A quar-
ter of JT’s revenue comes
from other sources, like food
and drugs.

Of course, the new gov-
ernment could bring sur-
prises. The DPJ hasn’t said
how high cigarette taxes
could go, and it could find
itself desperate for tax reve-
nue.

Even so, investors ought
to take a long drag on their
Mild Seven and consider
that they are overdoing the
worry.
 —James Simms

Scotland’s Justice Minister Kenny MacAskill, left, stands with a police officer
during a visit to a police station in Glasgow on Tuesday.

Arcandor’s top brass departs amid insolvency
Management steps
down; retailer starts
court proceedings

Memo puts more heat on Brown

A new line for Skype

decision was Edinburgh’s alone. Mr.
Brown hasn’t given his opinion on
the decision to release al-Megrahi.

“Tonight the British Govern-
ment stands accused and indeed the
Prime Minister stands accused of
double dealing,” David Cameron,
the leader of the opposition Conser-
vative Party said. “For weeks he has
been refusing to say publicly what
he wanted to happen to Megrahi. Yet
we learn apparently, privately the
message was being given to the Liby-
ans that he should be released,”

The correspondence between U.K.
and Scotland officials depicts an in-
creasingly tense dialogue in which the
twogovernmentspass thedecision be-
tween themselves as they see the po-
tential for controversy building.

The U.K. repeatedly tells Scot-
land that the final decision on Mr.
Megrahi’s release was theirs, no mat-
ter what other diplomacy attended
a prisoner transfer deal they had ne-
gotiated with Libya. Much of the fo-

cus is on a prisoner transfer agree-
ment that was being negotiated be-
tween the U.K. and Libya; Scotland
wanted Mr. al-Megrahi excluded
from any such agreement.

The correspondence details how
British Justice Secretary Jack Straw
had at first tried to accommodate
that request, but later dropped the at-
tempts, saying he did not wish to
damage the “beneficial relationship”
between the U.K. and Libya. In one
letter Scotland’s First Minister Alex
Salmond asks Mr. Straw the question
the U.K. is now repeatedly being
asked: What does Britain mean by
“national interests” when dealing
with Libya. Mr. Straw replies this in-
cludes Libya helping to stem the flow
if illegal immigrants from Africa, co-
operation on judicial matters and
help in the fight against terrorism.

Thedebate over theprisoner trans-
fer agreement turned out to be moot,
however. In 2008, Mr. al-Megrahi was
diagnosed with cancer, and his efforts
to win release shifted in part to a case

for compassionate release.
The Scots, meanwhile, attempt

to prove that assurances the U.K.
gave to the United Nations, the U.S.
and victim’s families that Mr. al-
Megrahi would stay in Scotland
meant that they could not transfer
the prisoner to Libya.

In a letter sent Aug. 3, U.K. foreign
office minister Ivan Lewis told Kenny
MacAskill—the Scottish Justice Min-
ister who made the decision—that
Britain didn’t believe releasing Mr. al-
Megrahi would breach promises
made to the U.S. or United Nations.

The documents also reveal Lib-
yan threats to the U.K. In one letter,
Abdulati Alobidi, the Libyan minis-
ter who warned Mr. Rammell, tells
Scottish ministers that Mr. al-
Megrahi should be released to “to
avoid the negative impact that his
death in a British prison would have
on relations between [Libya] and
the United Kingdom.”

Scottish evidence included a hand-
written note sent to Mr. MacAskill

from Mr. al-Megrahi in jail. Mr.al-
Megrahi talks of the “sense of desola-
tion that I suffer ... being here con-
victed of something that I did not do.”

There is arecord ofthe controver-
sial meeting between Mr. MacAskill
and Mr. al-Megrahi in jail, where Mr.
al-Megrahi was reminded by the Jus-
tice Minister that he could only grant

a prison transfer if he drops his ap-
peal. Though Mr. MacAskill stressed
this decision was for Mr. al-Megrahi
alone, it will feed a set of critics who
claim the Scots made their decision
based on a desire to protect the Scot-
tish legal’s decision to protect what
they believe is Scotland’s threadbare
case in jailing him in 2001.

Continued from first page
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Sputtering engine
eBay’s daily share price 
since acquiring Skype

Vivendi has a perception
problem. The French media
group had a robust second
quarter, with underlying earn-
ings up 8.1%, a stark contrast
to the poor quarter suffered
by other major publishers
and broadcasters.

Even so, Vivendi stock has
underperformed its Euro-
pean peers this year and

trades at a 35% to 50% dis-
count to many of them.

Dig a little deeper and Viv-
endi doesn’t look quite the re-
cession-beater investors had
hoped. Vivendi has paid a
price to retain mobile and
broadband customers in
France. Universal Music
Group also had a poor quarter.

That has turned attention

back to Vivendi’s conglomer-
ate structure and dim growth
prospects. Investors can get
exposure to Vivendi’s fastest-
growing parts by investing di-
rectly in 56%-owned games
company Activision Blizzard
or 52%-owned Maroc Tele-
com. More focused rivals such
as Vodafone are better geared
to an economic turnaround.

Meanwhile, Vivendi CEO
Jean-Bernard Levy is search-
ing for growth, leaving acqui-
sition risk hanging over the
stock. Investors are left with
cost cutting at French mobile
business SFR to boost the
stock. Until Mr. Levy comes
up with a convincing growth
story, the discount is unlikely
to budge. —Matthew Curtin

By Natali Schwab

And Natascha Divac

FRANKFURT—The chief execu-
tive and other top managers at Ger-
many’s retail and tourism company
Arcandor AG resigned Tuesday as
one of the first steps in the insol-

vency proceedings of the company
and its main units.

The court proceedings include
parent company Arcandor AG, mail-
order unit Primondo GmbH and
Quelle GmbH, as well as department
store chain Karstadt Warenhaus
GmbH. The group, which has around
40 units, filed for insolvency in June
after its application for state help
was turned down.

Chief Executive Karl-Gerhard Eick
said parent company Arcandor had
no prospects of continuing in its
present form and that plans for merg-

ing its department store chain
Karstadt Warenhaus with Metro AG’s
Kaufhof aren’t feasible.

Mr. Eick, the former finance chief
of German telecom group Deutsche
Telekom AG, also said the restructur-
ing of Quelle GmbH will be harder
than that of Karstadt.

Negotiations on the financing of
the factoring business of Quelle
GmbH are still ongoing. “All negotia-
tion partners are aware of their re-
sponsibility, to stabilize Europe’s big-
gest mail order partner in the long
term,” insolvency administrator

Klaus Hubert Görg said. “In our view,
talks can be completed successfully
on Sept 9.

The group’s travel unit, Thomas
Cook PLC, isn’t affected by Arcandor’s
insolvency. Arcandor had held around
53% in Europe’s second-largest travel
company, but that stake is now mainly
owned by Arcandor’s creditor banks—
Bayern LB, Commerzbank AG and
Royal Bank of Scotland PLC—which
want to sell the stake.

In an interview with weekly maga-
zine Spiegel, Mr. Eick defended his
payout of Œ15 million from investor

shareholder Sal. Oppenheim, which
was criticized by politicians and la-
bor unions. The shareholder guaran-
teed him a Œ3 million payment every
year for five years, in the case of insol-
vency. “The amount is not paid by Ar-
candor, but by major shareholder Sal.
Oppenheim,” he said.

Mr. Eick, who took over as CEO in
March, is set to donate one third of
his final pay to set up a fund for em-
ployees affected by the insolvency,
said a spokesman for Arcandor, add-
ing that the donation amount could
be as high as Œ5 million.

Re
ut

er
s

32 WEDNESDAY, SEPTEMBER 2, 2009 T H E WA L L ST R E ET JO U R NA L .



Abrams, Floyd ............... 31
Albaugh, Jim .................. 7
Albohm, Marjorie .......... 30
Allen, Mark .................... 30
Aranda-Hassel, Christel .. 4
Archer, Howard ............... 4
Askari, Firas .................. 20
Baker, Melanie ................ 4
Bentz, Tom ................... 20
Beresford-Wylie, Simon

................................... 6,20
Blessing, Martin ........ 9,20
Carson, Scott .................. 7
Castignetti, Al ................ 8
Chao, Charles ............... 31
Churchouse, Peter ........ 29
Coles, Martin ................... 9
Cook, Dan ...................... 20
Czubay, Ken ..................... 8
da Silva, Nuno ................. 9
DiGiovanni, Michael ....... 8
Ding, Edmund ................ 31
Do, Khiem ...................... 20
Donahoe, John ................ 7

Dossett, Peter ............... 29
Eick, Karl-Gerhard ........ 32
Ekkekakis, Panteleimon 30
Ellis, Colin ........................ 4
Frolov, Alexander ............ 9
Gokhale, Sameer .......... 22
Grant, Keith ..................... 2
Gupta, Piyush ................ 24
Hirose, Osamu .............. 31
Hyland, John ................ 19
Isherwood, Philip .......... 20
Jenkins, Robin ................. 9
Jobs, Steve ...................... 9
Kalcic, Trevor ................ 24
Kallasvuo, Olli-Pekka ..... 6
Kasman, Bruce ................ 1
Koh Boon Hwee ............ 24
Levy, Jean-Bernard ........ 6
Lewis, Kenneth ............. 22
Lu, Jing ......................... 31
McKeown, Jennifer ........ 4
McNerney, Jim ................ 7
Muilenberg, Dennis ........ 7
Muzaffar, Chandra ........ 21

Neath, Gavin .................. 9
O’Brien, Peter ................. 8
Osorio, Carlos Roberto 30
Peek, Jeffrey M. ........... 22
Pettis, Michael ............. 21
Prew, Mike ................... 23
Qiu Xiaofeng ................ 24
Reuther, Michael ............ 9
Ryan, Patrick ................. 30
Sanchez, Philippe ........... 9
Sarkar, Bobby ................ 21
Silverman, Josh .............. 7
Spencer, Michael .......... 20
Strickland, John .............. 7
Suri, Rajeev ................ 6,20
Teng Yilong ................... 24
Wankel, Doug .................. 3
Wei, Dick ...................... 31
Welcker, Martin .............. 4
Williams, Mark ............. 29
Yang, Guang ................. 20
Zboray, Andras ................ 7
Zhang Zhirong .............. 29

Aabar Investments ..... 21
Activision Blizzard ... 6,32
Alfred H. Schuette ....... 4
Altria Group ................ 31
Aluminum Corp. of China

.................................. 23
Amazon.com .................. 7
American Express ........ 22
American International

Group .................. 10,21
Apple .............................. 6
Arcandor ..................... 32
Athabasca Oil Sands .. 23
Bain Capital ................. 24
Bank of America

................... 10,22,24,29
Bank of China .............. 23
Bank of Communications

.................................. 23
Barclays ...................... 23

Blackstone Group ........ 24
BNP Paribas ................. 20
Boeing ........................... 7
Bohai Industrial

Investment Fund
Management ........... 23

British Sky Broadcasting
Group .......................... 6

China Development Bank
.................................. 23

China Investment Corp.
.................................. 23

China Petroleum &
Chemical .................. 24

China Vanke ................. 23
Chrysler Group .............. 8
CIT Group .................... 22
Citigroup ................ 10,24
CLP Holdings .............. 23
Commerzbank ........... 9,20
Commonwealth Brands

.................................. 31

D.E. Shaw ................. 2,29
Daimler ....................... 21
DBS Group Holdings ... 24
Deutsche Bank ..... 9,19,29
Diageo ............................ 4
Discount Tobacco City &

Lottery ..................... 31
DuPont ........................... 9
eBay .............................. 7
Elpida Memory ............ 20
Energias de Portugal .... 2
Evergrande Real Estate

Group ........................ 29
Evraz Group ................... 9
Excellence Group ........ 29
FinanceCom .................... 7
Fipar Holding ................ 7
Focus Media Holding ... 31
Ford Motor .................... 8
Gemdale ....................... 23
General Motors .............. 8
Glorious Property

Holdings ................... 29
Goldman Sachs Group

......................... 9,22,29
Goldman Sachs Japan .24
Google .......................... 31
Grupo Vips .................... 9
Havas ........................... 20
Hero Honda Motors ...... 8
Hon Hai Precision

Industry .................... 31
Honda Motor ................. 8
Hong Kong & China Gas

................................. 23
HSBC Holdings ............ 20
Hyundai Motor .............. 8
Iberdrola ........................ 2

Industrial & Commercial
Bank of China .......... 23

International Petroleum
Investment Co. ........ 21

J.P. Morgan Chase ...... 22
J.P. Morgan Securities

Japan ........................ 24
Japan Tobacco ............. 32
Jincheng Anthracite

Mining Group ........... 23
Jinchuan Group ........... 23
Kirin Holdings ............... 9
Kohlberg Kravis Roberts

.................................. 24
L.M. Ericsson ................. 6
Longfor Group ............. 29
Lorillard ........................ 31
Madison Dearborn

Partners .................... 2
Magna International .... 8
MAN ............................ 21
Maroc Telecom ............ 32
Marvel Entertainment .6
Medi Telecom ................ 7
MediaTek ..................... 23
Microsoft .................... 31
Mitsubishi UFJ Financial

Group ....................... 23
Morgan Stanley .. 9,22,24
National Tobacco ........ 31
NEC Electronics ........... 23
New Balance ................. 9
News Corp. ................... 6
Nissan Motor ........... 8,23
Nokia ........................ 6,20
Nomura Holdings ......... 23
Northrop Grumman ...... 7
OAO Sberbank ............... 8
OAZ Gaz ......................... 8

Ontario Municipal
Employees Retirement
System ...................... 23

PE International ............ 9
Permira Advisers ........ 24
PetroChina ............. 23,24
Portugal Telecom SGPS 7
PSA Peugeot-Citroën .... 8
Quanta Computer ....... 23
Renault .......................... 8
Reynolds American ..... 31
RHJ International ......... 8
RMA Watanya ............... 7
Rosneft ......................... 8
Royal Bank of Scotland

Group ........................ 19
Samsung Electronics .. 23
San Miguel ..................... 9
Shanghai Industrial

Holdings .................... 24
Siemens ................... 6,20
Sina .............................. 31
Sony ............................. 31
Starbucks ....................... 9
Sumco .......................... 23
Tata Motors ................... 8
Telefónica ....................... 7
Terra Firma Capital

Partners ..................... 2
Toshiba ......................... 23
Toyota Motor ................. 8
UBS ............... 21,23,24,29
Unilever .......................... 9
US Bancorp ................. 22
Vedanta Resources ..... 20
Vivendi ..................... 6,32
Vivo Participacoes ........ 7
Vodafone ................... 6,32
Wal-Mart Stores ........... 9
Walt Disney ................ 6,9

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

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

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

U.S. grants $502 million
to solar, wind projects
European firms, led
by Iberdrola, are
among big recipients

Hurricane mostly misses Mexico
Children look at the sea as Hurricane Jimena approaches Puerto San Carlos in Mexico’s state of Baja California.
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By Russell Gold

The U.S. government granted
$502 million to a dozen wind and so-
lar projects from Maine to South
Texas, shifting a subsidy program
designed to spur renewable-energy
investment into high gear.

Federal officials praised the pro-
gram for attracting significant pri-
vate-sector money to develop
projects that have already increased
U.S. power generation by 840 mega-
watts—nearly enough to run about
500,000 American homes. The big-
gest recipients of the grants are Eu-
ropean companies and private-eq-
uity investors.

Iberdrola SA, the Spanish wind-
power giant, was awarded $294 mil-
lion for five wind projects. Iberdrola
spokesman Keith Grant said the
cash grants are “crucial to pushing
ahead” with U.S. wind projects, and
were instrumental in the company’s
decision to increase investment in
the U.S. by 20%.

The government said this first
round of grants should generate
2,000 jobs in the U.S. manufactur-
ing and construction industries.
President Barack Obama’s adminis-
tration has argued that investing in
renewable energy is a way to create
new jobs.

Dan Tangherlini, an assistant sec-
retary at the Treasury Department,
said the $502 million in grants was
just the beginning of the program.
He said the government estimates it
will hand out $3 billion in grants,
but that the amount isn’t capped.
“As long as applications qualify, we
will be making awards,” he said.

Analysts and Wall Street bankers
have said they expect applications
for as much as $10 billion in grants
could be submitted.

Other recipients in the first
round of grants included Horizon
Wind Energy, the U.S. unit of Portu-
guese energy company Energias de
Portugal SA, which will receive
$47.7 million for a wind farm in Ore-
gon.

Private-equity-backed compa-
nies also shared in the awards. First
Wind Energy Holdings LLC, a com-
pany backed by private-equity firm
Madison Dearborn Partners and
hedge fund D.E. Shaw, received $74
million in grants for wind projects in
upstate New York and Maine.

EverPower Wind Holdings Inc. re-
ceived a $42.2 million grant for a
wind farm in Pennsylvania. British
private-equity firm Terra Firma
Capital Partners recently pur-
chased a controlling equity stake in
EverPower, said Chief Executive Jim
Spencer. “In order to make wind
power economical, it requires a tax
subsidy,” he said.

Mr. Spencer said the Pennsylva-
nia project was stalled last year
when many of the traditional inves-
tors in wind, such as Lehman
Brothers Holdings, Goldman
Sachs and Morgan Stanley, were
tossed by market turmoil and the
economic recession.

To encourage more private in-
vestment in renewable energy, the
federal government allowed devel-
opers and investors to take a cash
grant equivalent to 30% of a
project’s value, rather than former
tax credits that were spread over
10 years.

Wall Street bankers have praised
the change and have recently
stepped up to make several large in-
vestments, betting that they will
qualify for a cash grant.

By Nicholas Casey

MEXICO CITY—Hurricane Ji-
mena brushed past the tip of Mexi-
co’s Baja Peninsula and failed to
make a direct strike at tourist towns,
disrupting vacations but sparing
most hotels from heavy damage.

The storm weakened slightly but
still packed a punch, with maximum
wind speeds of 135 miles per hour,
or about 216 kilometers per hour,
Tuesday afternoon, according to the
U.S. National Weather Service. That
made it a Category 4 storm out of a
possible 5.

While the storm remained dan-
gerously large and organized, fore-
casters projected it would only skirt
Baja’s commercial center of La Paz,
with the hurricane’s center making
landfall in the less-populated north-
ern part of the peninsula on Wednes-
day or Thursday.

On Tuesday afternoon, the storm
sat about 160 kilometers southwest
of Cabo San Lucas, the area’s main
tourist town, moving slowly north-
west along the coast. Taking no
chances, Mexico declared a state of
emergency for Los Cabos, La Paz
and other nearby towns. Flights
were canceled, leaving tourists
stranded to face the storm.

In Cabo San Lucas, observers re-
ported moderate winds and spo-
radic rain during the early after-
noon. The wind sprayed sand, palm
fronds and loose debris alongside
many roads, onlookers said. A mud-
slide blocked the road between
Cabo San Lucas and nearby San
José, snarling traffic.

Hotels remained on alert. Guests
at the Intercontinental Hotel in
Cabo San Lucas were asked to wait
out the storm in the lobby, which
managers deemed safer than the ho-
tel’s rooms. Some guests had al-
ready left town. Occupancy at the In-
tercontinental stood at roughly 18%,
or about 150 people, down from
about 50%, which the hotel says is
normal for this time of year.

“There’s no damage,” said Oscar
Luna, the Intercontinental’s con-
cierge. “The main panic has been
not because there’s a hurricane, but
because there’s no sun.”

In Cabo San Lucas, most restau-

rants were closed for the day as ho-
tels advised their guests to remain
indoors.

“We’re the only ones open,” said
Lourdes Carlon, the cashier at Alex-
ander Restaurant, a downtown eat-
ery at the water’s edge. “And we
have only one table that’s occupied.”

The southern peninsula is a popu-
lar destination for U.S. tourists,
drawn by luxury hotels in a stunning
landscape of mountains, desert and
wide-open sea.

Hurricane Jimena, the strongest
so far of the 2009 season, took on
force over the weekend and was
feared as a potentially disastrous
event for Mexico’s tourism and fish-
ing industries. As the storm ap-
proached, local officials in the Mexi-
can state prepared evacuation plans
for more than 20,000 people, accord-
ing to the Associated Press.

At their peak early Tuesday, the
storm’s winds reached about 240 ki-
lometers per hour, which could
cause severe damage if directly hit-
ting land. Even in the weakened
state, Jimena could dump as many as
37 centimeters of rain on parts of the
peninsula and cause flooding, the
U.S. National Hurricane Center said.

Forecasters expected the storm
to weaken further, but warned it
would likely still be a strong hurri-
cane by the time it made landfall.
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Sina considers changes to advertising deal
Deadline looms
for China approval
on antitrust issues

By Aaron Back

Chinese online media company
Sina Corp. said it may alter its deal to
acquire the advertising assets of Fo-
cus Media Holding Ltd. amid a drawn-
out regulatory approval process.

Sina Chief Executive Charles Chao
saidthe companies are discussinga re-
structuring of the deal, or an exten-
sion of its Sept. 30 deadline. He added
that the deal is unlikely to get anti-
trust approval from China’s Com-
merce Ministry by that date.

Sina will “make every effort” to
complete the transaction, Mr. Chao
said. The Focus Media assets in-
clude bulletin boards and a network
of flat-panel displays that play
video ads in places such as stores
and office-building elevators.

Mr. Chao’s comments came after
Shanghai-based Sina said its second-
quarter profit fell 41% as the recession

and the hangover from last year’s
Beijing Olympics continued to pres-
sure advertising sales.

Based on Sina’s Monday closing
stock price of $30 on the Nasdaq
Stock Market, the Focus Media deal
is valued at about $1.4 billion,
slightly more than when it was an-
nounced on Dec. 22.

At the time the deal was consid-
ered a risky move by Sina, the owner
of China’s largest Internet portal, to
expand into offline advertising. If ap-
proved, the deal would grant Sina
control of a sizable chunk of the ad-
vertising market in China, where
fragmented local markets and state-
controlled television broadcasts
limit the options for marketers to
reach their intended audiences.

Focus Media spokeswoman Jing
Lu also said the deal is unlikely to be
approved by the Commerce Ministry
before the Sept. 30 deadline.

Ms. Lu declined to comment on
which option Shanghai-based Focus
Media would prefer once the dead-
line passes. Both companies said
they don’t know why the approval is
being held up. A Commerce Ministry
spokesman declined to comment.

Analysts said that at this point
approval for the current deal would
be a surprise. “My sense is that the
deal will probably be either can-
celed or altered,” J.P. Morgan ana-
lyst Dick Wei said.

On the earnings front, Mr. Chao
gave a cautious outlook for Sina for
the rest ofthe year, sayingthat further
improvement in advertising “will de-
pend on the depth and sustainability
of the economic recovery in China.”

Sina has seen advertising de-
cline amid the global economic
downturn, and last year’s Olympic
boom has made for tough compari-
sons. In the second quarter of
2008, advertising revenue surged
58% from a year earlier.

For the most recent quarter, Sina
reported a profit of $13.3 million, or 23
cents a share, down from $22.5 mil-
lion, or 37 cents a share, a year earlier.

Excluding stock-compensation
costs, acquisition-related expenses
and other items, earnings fell to 29
cents asharefrom 39cents ashare.An-
alysts’ estimates were for per-share
earnings of 29 cents, according to a
poll by Thomson Reuters.

Revenue slid 1.2% to $90.3 million.

Advertising revenue fell 11% to $57.8
million, while nonadvertising revenue
climbed 23% to $32.5 million. Adver-
tising revenue was in line with Sina’s
guidance, while nonadvertising reve-
nue, which mostly comes from mobile
value-addedservices suchas multime-
dia messaging, exceeded the forecast.

Despite the strong performance
by mobile services, Mr. Chao said
during a conference call that mobile

revenue would likely be “flattish” in
the second half of the year because
of increasing competition. He added
that the introduction of third-gener-
ation mobile services will be a
growth driver for mobile services,
but only in the long term, as there is
currently uncertainty over 3G cover-
age and user acceptance in China.
 —Kathy Schwiff

contributed to this article.

By Juro Osawa

TOKYO—Sony Corp. said its Vaio-
branded computers sold in the U.S.
are using Google Inc.’s Chrome as
their default Web browser, in a
tie-up that could help the search-en-
gine giant challenge Microsoft
Corp.’s dominant Internet Explorer.

Until last spring, Sony’s Vaio PCs
in the U.S. carried only Internet Ex-
plorer, but now they are equipped
with both browsers. A Sony spokes-
man said the Japanese electronics
conglomerate doesn’t have any plan
to start putting Chrome in Vaio PCs
sold outside the U.S.

“Our decision to carry Chrome is
based not only on the browser’s qual-
ity and functions, but also on our re-
lationship with Google,” the spokes-
man said.

While the move marks a step to-
ward a more strategic relationship
between Sony and Google, the
broader implications of the deal re-
main unclear, as Sony hasn’t dis-
closed the conditions behind the
deal.

A Google spokesman in Japan
said, “Users’ response to Google
Chrome has been outstanding, and
we’re continuing to explore ways to
make Chrome accessible to even
more people. We are in in the pro-
cess of testing one such channel
with Sony.”

When asked about Chrome’s deal
with Sony, a Microsoft spokes-
woman said, “Competition in the
marketplace is good, and people
have the right to choose a browser
that is best for them.” The state-
ment also ticked off what Microsoft
sees as Internet Explorer’s advan-
tages over competitors, including
advanced security and expanded
controls over personal data.

Gaining more exposure for
Chrome, launched only last year, is
an important step for Google. While
Sony doesn’t disclose Vaio sales fig-
ures in the U.S., the company ex-
pects to sell 6.2 million Vaio PCs glo-
bally in the fiscal year ending in

March 2010.
Internet Explorer commands

59% of browser market share, fol-
lowed by Mozilla Foundation’s Fire-
fox with 31%, according to Web traf-
fic tracker StatCounter. Chrome
holds just 3.4% of the market.

Google offers rival products in
many of Microsoft’s major busi-
nesses. The company said in July
that it plans to build a computer op-
erating system based on Chrome to
challenge Microsoft’s Windows.

For Sony, having Chrome along-
side Internet Explore in Vaio PCs re-
flects the company’s focus on mak-
ing its products more flexible and
user-friendly, analysts said.

“Sony has been trying to be more
responsive to what consumers
want, and providing them with more

browser options may be one exam-
ple,” said Tokai Tokyo Research Cen-
ter analyst Osamu Hirose.

Separately, Sony said it will sell
90% of its group-held stake in Sony
Baja California to Taiwan’s Hon Hai
Precision Industry Co. in a bid to re-
organize its liquid crystal display
television operations.

Financial terms of the transac-
tion weren’t disclosed but Hon Hai
spokesman Edmund Ding said the
two companies are still finalizing
the sale terms including the price.

Sony said it will also sell to Hon
Hai certain manufacturing assets re-
lated to Sony Baja California’s Ti-
juana site in Mexico, which mainly
manufactures LCD TVs for the Amer-
icas region.

—Shawn Schroter
and Charmian Kok

contributed to this article.

Sony expects to sell
6.2 million Vaio PCs
in the year ending
in March 2010.

Sony’s Vaio PCs now use
Google’s upstart browser

Reynolds American Inc., Loril-
lard Inc. and several other tobacco
companies filed a lawsuit Monday
seeking to block various provisions
of a new U.S. tobacco law on the
grounds that the provisions violate
the companies’ rights to free speech.

Thetobaccocompaniessaidthere-
cently enacted federal law, which
placed the industry under the over-
sight of the Food and Drug Adminis-
tration, sharply restricts the compa-
nies’righttoadvertisetheirproducts
to adult tobacco users.

The companies object to such pro-
visions as a requirement that ciga-
rette makers expand the size of warn-
ing labels so that they cover the top
half of the front and back of cigarette
packs, and include graphic images
such as diseased lungs. This change,
they say, would leave manufacturers
with only a small and often-obscured
portion of a cigarette pack to print
their own messages.

The companies challenged a rule
that restricts their ability to publi-
cize the relative health risks of cer-
tain products such as smokeless to-

bacco. The suit was filed against the
FDA in a federal district court in
Bowling Green, Ky., home of one of
the plaintiffs, Commonwealth
Brands Inc. An FDA spokeswoman
said the agency doesn’t comment on
lawsuits.

Altria Group Inc., the maker of
Marlboro cigarettes, is absent from
the lawsuit. The largest U.S. ciga-
rette maker by sales has expressed
concerns in the past about how the
bill might restrict free speech and ad-
vertising, even though it generally
supported the overall FDA bill. A
spokesman for Altria declined to
comment on the suit.

In the lawsuit, the companies say
they aren’t challenging the provi-
sions of the law that directly address
tobacco sales to minors. “The case
will be about whether Congress has
gone too far about preventing to-
bacco companies from communicat-
ing with adults, and keeping adults
from receiving the information that
tobacco companies want to send to
them,” said Floyd Abrams, a lawyer
representing Lorillard, the maker of
Newport cigarettes.

Mr. Abrams, of Cahill Gordon &
Reindel LLP in New York, said provi-
sions requiring tobacco packages to
show large images reflecting the

long-term health risks associated
with cigarette smoking violate First
Amendment rights because ciga-
rette makers would only be able to
promote their products on the bot-
tom half of each side of a package.
That part, he said, is often ob-
structed from the view of a customer
at a retailer.

Tobacco companies say they are
barred from making truthful state-
ments about the relative health
risks of tobacco products if the FDA
determines that such statements
wouldn’t benefit the health of the
population as a whole. The issue
could be of importance to compa-
nies such as Reynolds that make
smokeless tobacco products, like
Camel Snus, a type of spit-free
smokeless tobacco.

Advertisers are also rankled by a
provision that requires sponsors of
sports, cultural or musical events
such as rock concerts to mention
only the company’s corporate name
in their promotions, not its tobacco
products.

The plaintiffs include R.J. Rey-
nolds Tobacco Co., Reynolds subsid-
iary Conwood Co., Lorillard, Com-
monwealth Brands, Discount To-
bacco City & Lottery Inc. and Na-
tional Tobacco Co.

Tobacco giants challenge U.S. law

Bloomberg News
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Tobacco companies say a U.S. law encroaches on their right to advertise to adult tobacco users, including on cigarette packs.

MARKETPLACE

By David Kesmodel,
Lauren Etter

and Alicia Mundy
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U.N. sees Afghan opium trade weakening
Glut drives down
cultivation of crop
vital to insurgency

Police in Afghanistan’s Badakhshan province work to destroy a patch of poppies in July, in a government eradication effort.

Armenia and Turkey win
plaudits for diplomacy

LEADING THE NEWS

By Matthew Rosenberg

KABUL—Farmers in Afghanistan
are growing less opium than last
year and prices for the illicit crop
have fallen to levels not seen since
the Taliban ruled the country in the
1990s, according to a new report
from the United Nations.

The shift, largely a result of over-
supply and stepped-up interdiction
efforts, could give farmers an incen-
tive to switch to other crops, the re-
port said. But obstacles remain as for-
eign troops and aid workers try to
end opium’s role as a pillar of Afghani-
stan’s economy and a source of reve-
nue for the Taliban, particularly be-
cause the industry is so entrenched.

“The bottom is starting to fall out
of the Afghan opium market,” de-
clared the report from the U.N. Office
on Drugs and Crime, which was sched-
uled to be released Wednesday.

To support that conclusion, the
report states that Afghanistan’s
opium cultivation this year has
fallen 22% from 2008, a second
straight annual decline. A persistent
global glut has discouraged produc-
tion and forced down prices paid to
farmers. Also, robust interdiction ef-
forts on the part of the Afghan, U.S.
and allied forces have discouraged
production, the U.N. report says.

A summary of the report pro-
vided to journalists ahead of the full
report’s release didn’t detail meth-
odology, and said the numbers for
2008 and 2009 weren’t directly com-
parable because of slight population
increases. Still, the annual survey,
which seeks to measure prices
around harvest times in different

parts of the country, is consistently
cited as a measure of opium produc-
tion in Afghanistan.

The report appeared to offer a
rare bit of welcome news in Afghani-
stan for the U.S. and its allies, after a
summer of setbacks.

Insurgent violence continues to
spread in Afghanistan and a hotly

contested presidential election has
been marred by allegations of vote-
rigging. On Monday, the top Ameri-
can commander in Afghanistan,
Gen. Stanley McChrystal, issued a
grim classified assessment which
warned that conditions in Afghani-
stan were “serious” and urged the
U.S. and its allies to rapidly change

course there.
The report raised several red

flags that indicate the drug trade is
likely to remain a central challenge
for any new Afghan government and
international security forces in the
country.

The U.N. says Afghan officials re-
main complicit in the illegal trade,
undermining public support for the
government. Afghan officials rou-
tinely deny such allegations.

Collusion between criminal
gangs and insurgents are spawning
“narco-cartels” like those seen in Co-
lombia and Myanmar, the U.N. says.

And Afghanistan still grows far
more opium than global demand,
which is steady at about 5,000 tons a
year. Some of that excess crop is
probably being horded in secret loca-
tions, the report said. “Stockpiles of
illicit opium now probably exceed
10,000 tons—enough to satisfy two
years of world [heroin] addiction,”
said the drug control office’s execu-
tive director, Antonio Maria Costa,
in a statement. “Where is it? Who is
hoarding it, and why?”

It was unclear whether declining
cultivation and falling prices paid to
farmers are seriously hurting the
bottom line of Afghanistan’s insur-
gent groups. Most earn income from
opium and heroin trafficking.

The Taliban also earns a small per-
centage from taxing farmers on their
opium crops, said Doug Wankel, a
former senior antinarcotics official
at the U.S. Embassy in Kabul.
 —Yochi J. Dreazen

contributed to this article.

By Marc Champion

A renewed effort by Armenia and
Turkey to restore relations soured
by a brutal history received high
praise from Brussels and Washing-
ton on Tuesday, but neighboring Az-
erbaijan—which scuttled the recon-
ciliation earlier this year—again
cast doubt on the process.

Turkish and Armenian diplomats
on Monday initialed a road map to es-
tablish diplomatic relations between
the two countries for the first time. In
a statement mediated by Switzer-
land, the two governments set a six-
week deadline for consultations with
their respective parliaments, before
beginning ratification.

Once the protocols are ratified,
they commit the two sides to reopen
theirborder withintwo months.Tur-
key sealed its border with Armenia
in 1993, to protest what it considered
Armenia’s military occupation of
Nagorno Karabakh, adistrict of Azer-
baijanpopulatedmainlybyethnic Ar-
menians.

The protocols also commit the
two sides to set up a joint historical
commission. The commission could,
among other issues, investigate the
1915 massacre of Armenians under
Ottoman rule. Many historians esti-
mate the death toll from those kill-
ings toll to be up to 1.5 million, in
what is considered by many to be
the first genocide of the 20th cen-
tury. Armenians have lobbied
around the world for the killings to
be recognized as genocide, a move
Turkey fiercely resists, arguing the
deaths were wartime casualties.

The EU’sforeign-policyrepresen-

tative, Javier Solana, on Tuesday
welcomedwhathedescribedasacru-
cial step in a “historic process” to
bringstability to the troubled Cauca-
sus region. The U.S. State Depart-
ment also welcomed the deal and
urged that it be carried through on
schedule. U.S. President Barack
Obama pledged before his election
last year to recognize the Armenian
genocide, but he held back during a
visit to Turkey in April, saying he
didn’twant to risk scuttlingthe Turk-
ish-Armenian reconciliation talks.

The protocols initialed on Monday
hadalreadybeendraftedinApril.How-
ever, even before Mr. Obama visited
Turkey,Azerbaijanpublicallyattacked
the proposed border opening as a be-
trayal by its Turkish ally. The criticism
stirred nationalist opposition to the
deal within Turkey. Azeri leaders also
threatened to redirect their growing
oiland gas suppliesawayfromTurkey.
Turkey’s leaders quickly backed away
from signing the Armenian deal after
Mr.Obamaleft,sayingit wouldhaveto
wait until a resolution of the Nagorno
Karabakh conflict.

OnTuesday,Turkish Foreign Min-
ister Ahmet Davutoglu said the two
nations were at the beginning of “a
long process.” Mr. Davutoglu has
spearheaded a policy aimed at re-
solvingdisputeswithTurkey’s neigh-
bors in order to restore Turkey’s in-
fluence as a regional player and
smooth its path toward joining the
EU. But his comment on Tuesday re-
flected strong opposition, repeated
by officials at Azerbaijan’s foreign
ministry, to opening the border with
Armenia before the conflict in
Nagorno Karabakh is resolved.
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Will it be Obama vs. Lula for Olympic win?
Chicago and Rio
hope nations’ leaders
can charm the IOC

By Kevin Helliker

During Sunday’s Chicago Triath-
lon, I kept my heart rate low, cut my
pace at every hint ofmuscular or car-
diovascular pain and crossed the fin-
ish line half an hour behind my per-
sonal recordin that race.It was exhil-
arating.

What I accomplished is a goal I
once considered unreachable, not to

mention undesir-
able: I raced with-
out competing. My
ranking among the
more than 4,200

participants in the Olympic-distance
triathloncouldn’t have mattered less
to me. More important, I ditched the
notion of competing against oneself.
That had been an appealing concept
atage 40,when I wasfitter,fasterand
trimmer than I’d been at age 20. But
at50,thetriumphsofthelastdecade—
the time I flew past most of the few-
and-proud at the Marine Corps Tri-
athlon—are far behind me, and any-
waymycardiologist isurgingmoder-
ation since the discovery of an aneu-
rysm in my aortic root. “Race all you
want,” he says, “but keep your heart
rate below 120,” far lower than most
peak workout targets.

Amid ever-rising calls for more
exercise, there isn’t much guidance
on cutting back. As the baby
boomers who fueled marathon and
triathlon crazes enter their 50s and
60s, their unquenched competitive-
ness can become a threat to their
stiffening joints, rigid muscles, hard-
ening arteries and high-mileage
hearts. And it doesn’t help that
nearly every exercise message they
hear emphasizes more. It’s as if no-
body wants to acknowledge that ex-
ercise isn’t the fountain of youth.

“The no-pain-no-gain mentality
suggests that you can keep making
gains if you just work harder,” says
Mark Allen, a 51-year-old athletic
coach once known as the world’s fit-

testman for winningsix IronmanTri-
athlon World Championships. As co-
author ofa new book called “Fit Soul,
Fit Body,” Mr. Allen argues against
fighting age with more hours on the
treadmill. “If you can’t let up on the
competitive part of it, if you have to
go as fast at 50 as you did at 20, you
will grind yourself into the ground
and become stressed out, bitter and
unhealthy,” he says.

A growing numberof exercise sci-
entists are questioning the more-
and-harder philosophy of fitness,
and not only for aging athletes. A
study published last year in the An-
nals of Behavioral Medicine rein-
forced other recent research show-
ing that intensity tends to diminish
the view ofphysical activity as pleas-
ant. “Evidence shows that feeling
worse during exercise translates to
doing less exercise in the future,”
says Panteleimon Ekkekakis, an au-
thor of that study and a professor of
kinesiology at Iowa State University.

Taking on new sports or chal-
lenges can give long-used muscles a

break while feeding the desire for
new goals, says Marjorie Albohm,
president of the National Athletic
Trainers’ Association, who at 58 has
become a recent devotee of spin-
ning. “As you age, you have to be flex-
ible about new activities.

Of course, exercise can provide
substantial protection against
chronic ailments ranging from heart
disease and diabetes to dementia
and depression, all the while help-
ing weight control. But like any med-
ical treatment, exercise can also
cause damage, particularly in older
athletes. The risk of sudden cardiac
death rises substantially during ex-
ercise. Overuse injuries, especially
involving joints, rise with age.

Older athletes struggling against
declining performance are prone to
excess training, which can hurt the
immune system and raise levels of
the stress hormone, cortisol. A num-
ber of medical experts, including
Kenneth Cooper, the physician long
ago credited with founding the aero-
bics movement, now believe that ex-

treme exercise can increase the
body’s vulnerability to disease like
cancer.

For aging athletes, it is loss of
prowess that can lead either to aban-
doning exercise or to a health-endan-
gering doubling up of it, “in pursuit
of what can’t be recaptured,” as Mr.
Allen puts it.

In his mid-40s, after dozens of tri-
athlons and swimming competi-
tions, Dan Projansky was yearning
for something new, so he took up the
unusual challenge of open-water dis-
tance swimming, using only the but-
terfly. That’s a stroke that wears out
many accomplished swimmers after
a few hundred yards. But this
month, Mr. Projansky gained glory
in national swimming circles for
completing an open-water 10-kilo-
meter swim using only the butterfly.
“I belong in the psych ward,” jokes
Mr. Projansky, a suburban Chicago
insurance professional who is 51.

The competitive flame is hard to
extinguish, as the returns from re-
tirement of cyclist Lance Armstrong
and professional quarterback Brett
Favre have shown. And it’s no differ-
ent for fanatical amateurs. A decade
ago, marriage and children brought
to an end the elite triathlon career
of Matt Rhodes, a 50-year-old Chi-
cago metals trader. But in the pool
where he swims these days, he com-
petes against whoever is in the lane
beside him, particularly if that ath-
lete appears younger, “and I’m
crushed if he’s faster than me, even
though he doesn’t know I exist,”
says Mr. Rhodes. He still believes,
“probably wrongly,” that he could
match his long-ago feats in triath-
lon.

Charles North similarly under-
stands the undying nature of com-
petitive urges. He was relieved
when knee troubles ended his
record of elite-level distance run-
ning, including a 2:46:34 Boston
Marathon. As a practicing physician

with two young children, “I really
didn’t have time to train like that
anymore,” he says.

But no sooner did Dr. North start
swimming than he began plotting
how to finish atop his age group at
statewide meets. “Then it occurred
to me, ‘What does it matter?’” recalls
Dr. North, 61. Even so, while cycling
in the hills around Albuquerque
these days, he often feels compelled
to pass the riders he comes upon, he
says, especially if they’re younger.

In my case, the aneurysm-induced
prohibitionagainsthigh-intensityaer-
obicssevenyears agopresentedan ul-
timatum: Either give up trying my
hardest in races, or quit racing alto-
gether. At the time, I was still setting
personal records, and training along-
side competitors who had the Iron-
man logo tattooed on their ankles.

Unable to imagine myself aiming
for last place, I gave up triathlon.
For exercise, I devoted usually an
hour a day to walking, riding a sta-
tionary bike or jogging around a
neighborhood track, and occasion-
ally lifting a few weights.

As the years passed, it began to
seem remarkable to me that I had
ever engaged in hours-long bouts of
exercise. Eventually, I started won-
dering whether I still had the stam-
ina to do it - even at a snail’s pace,
per doctor’s orders.

That’swhentheoldexcitementre-
turned. During Sunday’s triath-
lon—a1.6kilometerswim, 40 kilome-
ter bike ride and 10-kilometer run—
there were moments when I felt
tempted to speed it up, usually to
pass somebody. But mostly I re-
sisted, allowing myself to turn it on
only in sight of the finish line. After
crossing it, I entered the medical tent
and checked my heart rate: It was 97.
My time was about 2:54. Next year
I’m aiming for just over three hours.

Melinda Beck is on vacation. Email
kevin.helliker@wsj.com.

To stay healthy, avid athletes must let go of the need to win

By Roger Thurow

CHICAGO—After spending $50
million showing off Chicago and cir-
cling the globe to hobnob with the
world’s sporting potentates, civic
boosters pursuing the 2016 Olympic
Games are fretting over one last de-
tail: Will Chicago’s First Citizen, U.S.
President Barack Obama, travel to Eu-
rope next month to make the final
pitch to the International Olympic
Committee?

While the technical merits of an
Olympic bid—traffic flow around the
Opening Ceremony venue, the tex-
ture of the beach volleyball sand, the
air-conditioning currents over the
ping-pong tables—might be more im-
portant for a successful staging of the
Games, the personal schmoozing by
heads of state has become crucial to
actually landing the event.

After a favors-for-votes scandal
rocked the mercurial IOC several
years ago, the past practice of bid cit-
ies lavishing the 100-some members
with assorted goodies is forbidden.
Now, it is flattery that carries the day.

In the vote for the 2012 Summer
Olympics, British Prime Minister

Tony Blair out-cajoled French Presi-
dent Jacques Chirac, as London
bested Paris. Personal lobbying by
Vladimir Putin helped land the 2014
WinterGames in the obscure Russian
resort town of Sochi, over Salzburg,
Austria, the renowned home of
Mozart and “The Sound of Music.”

“It’s important to the IOC…that
you show them the respect,” says
John Bitove, a Canadian business-
man who headed Toronto’s failed bid
for the 2008 Summer Olympics, won
by Beijing.

Chicago’s rivals already have an-
nounced that their leaders will be in
Copenhagen for the Oct. 2 vote: Pres-
ident Luiz Inacio Lula da Silva for
Rio de Janeiro; King Juan Carlos for
Madrid; and Japan’s crown prince
and princess for Tokyo.

Mayor Richard Daley has led Chi-
cago’s charge for 2016, but the city is
hoping Mr. Obama will show. The
White House “certainly knows that
we would like him to come,” says
Patrick Ryan, founder of Aon Corp.
and president of the bid committee.

The White House, engaged in an
array of domestic political fights,
says a decision hasn’t yet beenmade.

The vote four years ago to
choose the host of the 2012 Olym-
pics set the precedent for the show-
down of statesmen. In the weeks
leading up to the decision, Paris was
the presumed favorite over London
and New York City. But Mr. Blair ar-

rived for the final IOC session in Sin-
gapore three days early, and pro-
ceeded to receive a phalanx of IOC
members. Mr. Chirac arrived fash-
ionably late. U.S. President George
W. Bush, preoccupied by the Iraq
war, stayed away altogether.

London won by four votes over
Paris; New York was eliminated in an
earlier round. The voting is secret, but
a number of IOC members later said
Mr.Blair’slobbyingwaslikelydecisive.

Mr. Chirac also might have lost
votes when, in the company of fel-

low world leaders, he took a Gallic
swipe at British cuisine: “After Fin-
land,” he said, “it’s the country with
the worst food.”

Finland had two members on the
IOC during that host city election—
perhaps the votes that pushed Lon-
don over the top.

Loose lips also might have been
the undoing of Toronto’s pitch to
hostthe 2008Summer Olympics.To-
ronto was thought to be a robust can-
didate for the Games, until the city’s
mayor, speaking before a trip to Af-

rica, said he feared ending up in a pot
ofboilingwater,surroundedby danc-
ing natives. Instead, he was likely
scalded by the IOC’s Africa mem-
bers, who often provide swing votes
in host-city elections as the conti-
nent itself rarely puts forth a bid.

The IOC’s 2016 bid evaluation com-
mittee is expected to release its tech-
nical report on the merits of each of
the four finalists on Wednesday. IOC
handicappers believe geography has
narrowed the race to a contest be-
tween Chicago and Rio. The IOC likes
to spread the Games around the conti-
nents, so Asia’s hosting of the last
Summer Olympics in Beijing is seen
to be to Tokyo’s disadvantage. That
Europe will host the next Summer
Games in London is considered a
strike against Madrid.

The U.S. hasn’t hosted the Sum-
mer Games since 1996 in Atlanta;
SouthAmericahasnever playedhost.

Speaking via video to gatherings
of IOC members this summer, both
Mr. Obama and Mr. da Silva ex-
horted them to fulfill historic mis-
sions with their votes.

The Rio delegation studied Mr.
Obama’s persuasive powers during
his election campaign, and says it will
frame its Olympics bid with echoes of
the U.S. president’s favorite slogan.
Carlos Roberto Osorio, the head of
Rio’s bid committee, says, “We repre-
sent the hope, the change, the ‘Yes, we
can.’ ”

Mark Allen, a former triathlon champ once known as the world’s fittest man.

For the Games, Chicago plans to transform its 37-hectare Northerly Island, which
offers sweeping views of the city’s skyline. into Olympic Island.
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Manufacturing data point to global recovery

LEADING THE NEWS

Sources: Markit; HSBC; ISM; Credit Suisse; Australian Industry Group/PriceWaterhouseCoopers
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An assembly line of Anhui Jianghuai Automobile in China’s Anhui province.

By Nina Koeppen

And Geoffrey T. Smith

FRANKFURT—A rise in German
retail sales, a stabilization in the
country’s unemployment rate and
an improvement in the euro zone’s
manufacturing sector provided fur-
ther indications that the currency
area’s economy is on the mend.

But economists still expect pol-
icy makers at the European Central
Bank to leave the key interest rate
unchanged at a record low of 1%
when they meet Thursday, although
the central bank is expected to raise
its economic-growth forecasts.

Germany’s Federal Statistics of-
fice said Tuesday that retail sales in
the euro zone’s largest member
rose by 0.7% in July from June,
while the Federal Labor Agency
said the number of people out of
work fell unexpectedly by a season-
ally adjusted 1,000 in August, leav-
ing the seasonally adjusted unem-
ployment rate unchanged from July
at 8.3%.

A survey of purchasing man-
agers found that the contraction in
the euro zone’s manufacturing sec-
torslowed more than expected in Au-
gust, while activity in France rose
for the first time since May 2008.

“Overall, today’s data, together
with yesterday’s inflation figures,
provide further grounds for opti-
mism about the euro area economy,
but alsoserve as a reminderthat con-
fidence and the prospects for recov-
ery remain very fragile,” said Colin
Ellis, a European economist at
Daiwa Securities.

When it meets Thursday, the
ECB’s governing council isn’t ex-
pected to start to remove the stimu-
lus it has provided in increasingly
large doses since the financial crisis
intensified in September 2008.
Staff at the ECB are widely expected
to raise their economic growth pro-
jections for this year and 2010, but
leave their inflation forecast un-
touched. ECB staff said in June that
euro-zone gross domestic product
will contract by between 4.1% and
5.1% in 2009, and shrink around
0.3% in 2010.

“These estimates look too
gloomy to us,” said Melanie Baker,
an economist at Morgan Stanley.

ECB President Jean-Claude
Trichet, who is due to present the
fresh quarterly ECB staff forecasts
at a news conference Thursday, is
likely to caution against reading too
much into the improved economic
outlook, as it rests heavily on exten-
sive aid by governments and central
banks.

Even as the positive data came
out of Germany, a German govern-
ment committee Tuesday an-
nounced new measures designed to
avert a widespread credit crunch
across the economy. A steering com-
mittee representing numerous min-
istries approved the allocation of
Œ7.5 billion ($10.75 billion) for trade-
finance insurance and the disbursal
of Œ10 billion of loans to the coun-
try’s banks from state-controlled
lender KfW. The latter amount is
aimed at refinancing loans to Ger-
man companies.

Figures also released Tuesday
by the European Union’s official sta-
tistics agency showed the unem-
ployment rate in the 16 countries
that use the euro rose to the highest
level for more than a decade in July,
with more than 15 million people, or
9.5% of the work force, without
jobs.

ECB is expected
to maintain rates
despite optimism

their forecasts for growth in the U.S.
and abroad. At the end of July, fore-
casters polled by research firm Mac-
roeconomic Advisers estimated that
U.S. gross domestic product—the
value of all goods and services pro-
duced by the economy—would grow
at a 1.5% annual rate in the current
third quarter. By last week, that esti-
mate had nearly doubled, to 2.9%.

In June, economists at J.P. Morgan
reckoned that GDP in the euro area
wouldgrowata0.5%rateinthesecond
half of 2008. Now, they are looking for
euro-area GDP to grow by nearly 3%. A
reboundlookstoalreadybeunderway
in Asia, where Japan’s GDP grew at a
3.1% annual rate in the second quarter.
China’s GDP was 7.1% above its year-
earlier level. In Brazil, government
data released Monday show a 2.2%
growth in industrial production in
July compared with the previous
month, making it the best 30-day pe-
riod since the global crises began.

The fact that growth in all three
of the world’s major economic driv-
ers—the U.S., Europe and Asia—ap-
pears to be returning at about same
time could give the global economic
recovery added oomph by boosting
the flow of trade between countries.

The Purchasing Managers Index
for euro-zone manufacturing rose to
a 14-month high of 48.2 in August,
from 46.3 in July, and is now close to
the50levelthat wouldindicate activ-
ity has stopped falling. The PMI sur-
veys showed that manufacturing in
Germany and France is recovering
faster than in most other countries
that use the euro, including Italy.

The improving PMI “reinforces
mounting hopes and expectations
that the euro zone will see an overall
return to growth in the third quarter
following five quarters of contrac-
tion,”HowardArcher,chiefEuropean
economist at IHS Global Insight in
London, said in a research note.

The 16-nation euro zone’s econ-
omy contracted at an annualized
rate of roughly 0.4% in the second
quarter, and most economists now
expect a return to growth in the sec-
ond half of this year.

Germany and France are at the
heart of the region’s recovery—both

economies unexpectedly returned to
growth in the second quarter—but
other countries, including Italy,
Spain and Ireland, are still struggling
with problems including battered
household finances and a loss of in-
ternational competitiveness.

Spanish unemployment—the
highest in Europe—rose to 18.5% in
July from 18.2% in June, amid a con-
tinued collapse in the housing sector.

Overall, euro-zone unemploy-
ment in July rose to 9.5% from 9.4% in
June, reaching the highest level in a
decade. But July’s increase of 167,000
jobless workers was markedly
slower than monthly rises of about
half a million earlier this year.

In Germany, unemployment even
fell in August, by 1,000 on a season-
ally adjusted basis. The German job-
less rate remained at 8.3%. That
bodes well for German consumer
spending, which has held up well de-
spite the country’s massive reces-
sion in the past year. German retail
sales rose 0.7% in July, showing that
the strength of German household
spending isn’t only the result of
auto sales and the country’s success-
ful “cash for clunkers” program.

Some economists say the best
news from Europe is yet to come, be-
cause companies were still reducing
their inventories sharply in the sec-
ondquarter.“We still have the rebuild-
ing of stocks ahead of us, which makes
the case for strong growth in the third
and fourth quarters,” said Christel
Aranda-Hassel, seniorEuropean econ-
omist at Credit Suisse in London.

Alfred H. Schuette GmbH, a Ger-
man machine-tool maker, illustrates
Germany’s potential to bounce back
in coming quarters. The firm saw its
orders collapse in the past year, but
the financially conservative com-
pany has no bank debt and large
cash reserves.

Chief Executive Martin Welcker
said he was aiming to keep all of his
staff on board, even though they
were underoccupied at present. He
is making use of government subsi-
dies for employees who are working
short shifts—a measure that has
greatly slowed the pace of job losses
in Germany. That, in turn, has
boosted consumer confidence.

Mr. Welcker expects his sales to
start recovering this fall, along with
global corporate investment, reflect-
ing pent-up demand for improved
living standards around the world,
particularly in emerging economies.

“I believe the recovery will be
stronger than many expect, because
the underlying demand for goods
and services in the world hasn’t gone
away,” Mr. Welcker said.

However, skeptics doubt the sus-
tainability of Europe’s German-led
recovery, pointing to three weak-
nesses. The cash-for-clunkers pro-
grams that have propped up the auto
sector are set to run out in Germany
and elsewhere next year. Banks in
the euro zone have done less than
those in the U.S. to write down their
losses in the credit crisis, and are cut-
ting back their lending to businesses
to repair their capital ratios.

And unemployment in Germany,
Italy and some other countries is set
to rise further this year and next.
Government measures such as short-
shift subsidies have delayed layoffs,
but many firms are likely to cut jobs
in the coming year because the
downturn has left them with signifi-
cant overcapacity. That, in turn, is
expected to dent consumer confi-
dence and household spending.

In one respect, however, Europe
is less at risk of a double dip than the
U.S., say analysts: The euro zone has
done less to stimulate growth
through fiscal and monetary policy
than the U.S., so the withdrawal of
stimulus measures will be a less sig-
nificant drag factor than in the U.S.

“There is less danger of a
W-shaped recovery in Europe be-
cause you haven’t seen the same ex-
tent of government support as in
the U.S.,” said Jennifer McKeown,
European economist at London con-
sultancy Capital Economics. Still,
Europe’s recovery won’t be spectac-
ular, because rising unemployment
will erode so-far-stable consumer
spending, she said.

Like the U.S. and Europe, Britain
appears to be healing from the reces-
sion faster than some expected a few
months ago. Economists now expect
theU.K.to return to economic growth
in the third quarter, while recent data

have pointed to recoveries in house
prices, manufacturing and services.

Buteconomists and policymakers
worry that Britain’s recovery could
significantly lag behind other re-
gions, given the U.K.’s heavy debts
and reliance on the financial-services
industry to fuel economic growth.

British consumers are among the
most heavily indebted in the devel-
oped world, and their downsizing ef-
forts may put a lid on consumer
spending, the largest driver of de-
mand in the U.K. economy. British
politicians, meanwhile, are under
pressure to fix the government’s
heavy national debt, expected by
some to reach nearly 100% of annual
economic output by 2013. Any
moves to tighten the U.K.’s fiscal
belt in the form of higher taxes will
hurt the same consumers Britain is
banking on to fuel the recovery.

That could be making some U.K.
companies worried. Last month,
drinks maker Diageo PLC, the maker
of Johnnie Walker scotch and Guin-
ness stout, warned that it didn’t ex-
pect a recovery in the alcoholic-bev-
erages industryanytime soon, andis-
sued a lackluster forecast for fiscal
year 2010.

“Things are looking a lot better
than they did just a few weeks ago,”
said Mr. Archer at Global Insight in
London. “But significant doubts re-
main further out. I certainly think
the U.K. will lag other economies like
Germany.”

In a sign of the U.K.’s bumpy road
to recovery, data on Tuesday
showed that Britain’s manufactur-
ing sector unexpectedly contracted
in August, though Mr. Archer said
these data appeared to be stabiliz-
ing. Last month, the Bank of Eng-
land raised doubts about the sustain-
ability of the recovery by boosting
the size of a bond-buying program
aimed at fighting the recession.

Another major concern among
economists: Britain’s massive bank-
ing industry may be less able to tur-
bocharge the nation’s recovery than
in the past, given a rising mountain
of bad loans and tighter regulatory
environment.

 —Paulo Trevisani, Neil Shah,
David Gauthier-Villars and Bob

Davis contributed to this article.
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HONG KONG—China’s property
developers and their Wall Street
backers are rushing to raise billions
of dollars in initial public offerings,
rescuing real-estate investments
that just months ago were consid-
ered victims of the economic crisis.

Shanghai-based Glorious Prop-
erty Holdings Ltd. is scheduled to
seek listing approval in a hearing be-
fore the Hong Kong stock ex-

change’s listing committee Thurs-
day, according to people familiar
with the situation. If all goes
smoothly, Glorious, whose backers
include private-equity firm D.E.
Shaw & Co. and Goldman Sachs
Group Inc., could start premarket-
ing Monday to raise as much as $1.5
billion this month and list shares as
early as the end of September.

Other property companies that
have filed listing applications with
the Hong Kong exchange and aim to
come to market this year include
Guangzhou-based Evergrande Real

Estate Group, Beijing-based Long-
for Group and Shenzhen-based Ex-
cellence Group.

Mark Williams, head of equity
capital markets at UBS AG, esti-
mates that Chinese property compa-
nies will raise between $4 billion
and $5 billion via IPOs before the
end of this year in Hong Kong.

“China’s property sector has sur-
prised investors on the upside as to
how well it survived the last 18
months,” Mr. Williams says.

China’s home-buying market
has seen a remarkable rebound
amid aggressive efforts by Beijing
to stimulate growth.

“A huge amount of the lending
related to China’s economic stimu-
lus has found its way into real es-
tate,” allowing developers to re-
start projects that were languish-
ing as well as making it possible for
potential home buyers to get mort-
gages, says Peter Churchouse, a
property investor in Hong Kong.

At the same time, Hong Kong’s
benchmark Hang Seng Index has
surged 38% this year and 55% since
the start of March, opening a win-
dow in which to raise capital.

Like other Chinese developers,
Glorious borrowed heavily to pay
ever-increasing sums for choice
pieces of land during headier times.
That strategy paid off for rivals able
to go public amid frothy markets in
2007 and repay their pre-IPO debt.

Among the big investors in this
debt were Western hedge funds and
investment banks’ proprietary trad-
ing desks. In the years preceding the
financial turmoil of 2008, they piled
into private real-estate companies in
China, mostly through debt-equity
hybrid structures that paid hand-
some interest rates and allowed for
quick exits once the company listed
in the public stock market.

The debt paid for more land pur-
chases, which helped sell the IPO
story.“Investorswerelookingforcom-
panies with larger scale that would
give them more long-term growth
prospects,” says UBS’s Mr. Williams.

But the strategy of borrowing
big to buy big quickly became a lia-
bility. Property prices plunged and
companies were left with unfin-
ished projects and little prospects
for refinancing their debt.

In one closely watched case, Ever-
grande Real Estate Group spent
most of 2006 and 2007 buying up
land ahead of a planned $2.1 billion
IPO. In early 2008, the company was
set to list but canceled its IPO at the
last minute. Its creditors included
Bank of America Corp.’s Merrill
Lynch and Deutsche Bank AG.

While the company’s heavy debt
obligations put its future in doubt,
now Evergrande, too, is reviving its
IPO plans, according to people fa-
miliar with the situation.

Representatives of Evergrande
declined to comment.

Glorious Property has 13.6 mil-
lion square meters of “land bank”
in top-tier cities like Shanghai,
Beijing and Tianjin. It also boasts at
least one showpiece asset, a devel-
opment called Shanghai Bay, adja-
cent to the site of Shanghai’s 2010
World Expo and a new subway line
connecting the district to the rest
of the city.

In October 2007, Glorious Proper-
ty’s chairman, Zhang Zhirong, now
40 years old, turned to D.E. Shaw,
Goldman Sachs and Deutsche Bank
to provide a bridge loan at a 23.5%
interest rate in expectation that an
IPO of the company was only a few
months away, according to people
familiar with the situation. (Deut-
sche Bank later resold most of its
holding to other investors.)

Confident that markets would
stay buoyant, Mr. Zhang pledged
other businesses as collateral. Glo-
rious came close to launching an
IPO in June 2008, but backed off as
investor demand waned.

Glorious and Mr. Zhang declined
to comment for this article, citing

the ongoing IPO process.
The unfolding global credit crisis

hit China’s exports and sent the
broader economy reeling. Property
purchases and home prices began to
fall nationwide for the first time in
years.

China’s stimulus package, which
included bank lending to support
property companies, saved the day
for the industry by fueling a re-
bound in property purchases.

Glorious has reorganized its
debt obligations, freeing up more
of the IPO proceeds to fund future
growth rather than repaying credi-
tors, according to people familiar
with the situation.

Chinese developers, Wall Street race back into IPO market

Europe mortgage-backed debt shows strains
Arrears are rising,
hinting at defaults;
even so, new deals?
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Shanghai Bay is a showpiece asset for Glorious Property.

By William Boston

SPECIAL TO THE WSJ
As European governments con-

sider how to restart the market for
residential mortgage-backed securi-
ties, rising mortgage defaults are
causing the market to deteriorate
further.

The latest Fitch Ratings data on
RMBS transactions show that the
number of home mortgages in ar-
rears—those that have missed pay-
ments for three months—continues
to rise across Europe. The arrears in-
dex is a leading indicator of looming
defaults.

The worst-hit markets are the
U.K. and Spain, which also have the
largest amount of outstanding
RMBS, about Œ605 billion ($867.4 bil-
lion) and Œ243 billion, respectively.
The share of U.K. home mortgages in
arrears rose to 2.23% in June, from
1.05% a year earlier, according to
Fitch. In Spain, the rate jumped to
3.59%, from 1.10%.

“The recession is affecting home-

owners and leading to mortgages go-
ing into arrears,” said Peter Dossett,
an analyst with Fitch Ratings.

Amid low interest rates and ris-
ing demand for home loans over the
past decade, mortgage banks began
to bundle loans together and use the
properties as collateral for securi-
ties that they sold to investors, so-
called asset-backed securities. Resi-
dential mortgage-backed securities,
or RMBS, use residential homes as
the underlying asset. Issuance of as-
set-backed securities began slowly,
but by the end of the first quarter of
this year, there were Œ1 trillion in
outstanding RMBS in Europe, ac-
cording to the European Securitiza-
tion Forum.

Evidence of the deteriorating
RMBS environment emerged in the
following quarter, when a growing
number of bond issuers deferred in-
terest payments to holders of junior
notes because of weakening reve-
nue, according to the Fitch report.
One of the first banks to defer inter-
est payments to RMBS bondholders
was Spain’s Caja Madrid. The sav-
ings bank issued nearly Œ2 billion of
bonds backed by residential proper-
ties, divided in seven tranches, in
2006 that it called MADRID RMBS
II. According to ratings firm Stan-

dard and Poor’s, 12% of the mort-
gages are in arrears or have de-
faulted.

No U.K. RMBS issuers have de-
ferred interest payments yet, Fitch
said, but the ratings firm said it be-
lieves some U.K. nonconforming
transactions, the U.K. equivalent of
U.S. subprime mortgages, are
poised to do so. In its August report,
Fitch cited six RMBS transactions is-
sued in the past three years as likely
to defer interest payments.

“This will have an impact on
bondholders because the RMBS are
generating less income. We have
downgraded a number of RMBS
transactions and expect some junior
notes to default,” Mr. Dossett said.

The securitization market dried
up in 2007 as the subprime crisis
hit. Banks have continued to securi-
tize mortgages, but they have done
so mainly to use them as collateral
to obtain liquidity from central
banks, rather than sell them to inves-
tors. The European Central Bank
said 28% of collateral it accepted in
2008 was in the form of RMBS and
other asset-backed securities, a
sharp increase from 16% in 2007.

As the worst of the recession ap-
pears to be over, speculation is rife
that banks could soon begin to issue
new asset-backed securities to pri-
vate investors. Investor interest is
rising, because the yield premiums,
or spreads, are shrinking, suggest-
ing investors perceive them as less
risky and less expensive, one invest-
ment banker said.

“We’ve seen spreads come down
from [3.5 to 4.5 percentage points]
above three-month Libor to [1.5 per-
centage points] in six months,” said
the director of the securitization
team of a leading British investment

bank. “There will be breakout trans-
actions of new securities.”

European policy makers want to
see a revival of the securitization in-
dustry, but not without first creat-
ing new regulations that aim to pre-
vent another meltdown like the
subprime crisis.

European governments want to
aid the securitization industry be-
cause vehicles like RMBS have
helped the region’s banks provide
consumer loans for purchases of ev-
erything from homes to cars and
other consumer goods. Consumer
demand, fueled in part by such
loans, is a driver of economic
growth.

Nevertheless, Europe hasn’t
come up with anything like the
Term Asset-Backed Securities Loan
Facility, or TALF, which the U.S. cre-
ated to provide loans to private in-
vestors to buy securities linked to
consumer loans.

European governments are con-
sidering a proposal from the Euro-
pean Commission that would re-
quire banks to hold more capital
against their asset-backed securi-
ties. Some analysts say stiffer regu-
lations affecting asset-backed secu-
rities would make investments
more difficult.

THE PROPERTY REPORT

Source: Fitch Ratings 

More trouble ahead
Percentage of European mortgages 
with missed payments for a
three-month period, June 2009

Netherlands
Greece
Germany
Ireland
Italy
U.K. prime
Portugal
Spain
U.K. buy-to-let
U.K. nonconforming

0.4%
1.5
1.5
1.9
2.1
2.2
2.5
3.6
3.6
24.9
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Britain still downcast amid global upturn
Household debts,
lower loan levels
remain burdensome

Note: Seasonally adjusted
Sources: Markit Economics, Bank of England 

Rocky recovery
U.K. manufacturing activity slips back into recession, 
consumer lending hits record low
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LEADING THE NEWS

By Neil Shah

As the world’s biggest econo-
mies spring back to life, Britain is
still spinning its wheels.

One major reason: U.S. and Ger-
man consumers are much less
weighed down by burdensome
debts, which means they may have
more cash to spend. By the end of
2008, the average British household
had a debt-to-income ratio of 180%
compared with 140% for the average
U.S. family, according to the Organi-
zation for Economic Cooperation
and Development.

Data on Tuesday showed that
Britain’s manufacturing sector unex-
pectedly contracted in August,
though the figures have appeared to
stabilize recently. According to re-
search group Markit economics, the
purchasing managers’ index for the
manufacturing sector fell to 49.7 in

August from a downwardly revised
50.2 in July. Economists had forecast
that the figure would rise to 52.0 —
well above the 50.0 level that indi-
cates the sector is expanding.

Meanwhile, separate figures
from the Bank of England showed
net lending to consumers fell in July
for the first time since records be-
gan in April 1993. Credit card loans
increased in July by £92 million.
However, others consumer credit
loans, including overdrafts and stu-
dent loans, fell £309 million in July.

“Today’s news will not make
happy reading for policy makers
who have taken significant steps
over the last year to encourage
greater volumes of lending through-
out the economy,” said Benjamin Wil-
liamson, economist at the Center for
Economics and Business Research.

However, new mortgage approv-
als edged up, suggesting that lend-
ing is likely to rise again in coming
months, although Howard Archer,
U.K. economist at Global Insight,
said there are still obstacles to a re-
covery in the depressed housing
market. “The outlook for house
prices over the coming months will

be highly dependent on whether the
economy can sustain a likely return
to growth in the third quarter, how
much further unemployment rises,”
he said. Despite the decline in lend-
ing and the fall in manufacturing
output, a survey from pollsters Ip-
sos Mori suggested voters became

marginally more upbeat in August.
Tuesday’s disappointing data

also pushed the British pound lower
against the U.S. dollar. Late in Lon-
don, one pound bought $1.623 com-
pared with $1.631 on Monday.

Sterling has been under pres-
sure for weeks as investors grapple

with the probability that the U.K.’s
rebound will lag other countries.
Before the Bank of England said it
would boost the size of a bond-buy-
ing program aimed at fighting the
recession, the British pound had
stood at more than $1.70. Higher
U.K. interest rates would make Brit-
ish bond investments more attrac-
tive for investors since returns
would be higher.

The Bank of England’s move sug-
gests that higher interest rates may
be further off for the U.K. than in
other places. Economists expect the
Bank of England’s Monetary Policy
Committee to leave interest rates at
a record low of 0.5% when it meets
next week.

To be sure, Britain could end up
catching up with some of its peers in
the quarters ahead. Countries like
Germany and Japan, which saw
their economies slump sharply at
the end of last year, may now be
snapping back sharply in response,
says Philip Shaw, chief economist at
Investec Securities in London.
 —Joe Parkinson

and Laurence Norman
contributed to this article.

Incheon Grand Bridge, Seoul, South Korea.
Photo: AMEC / Incheon Bridge Company
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Paris battles to make oui-oui a non-non
Behavior Brigade
wants to stem flow;
catching offenders

By Susana Ferreira

PARIS—Hidden behind dark sun-
glasses, Jean-Pierre Rebete follows
his target into a narrow Paris alley.

“We’ve got one,” he whispers to
his partner, who bolts to block off
the other end of the street.

The man in the alley zips up his
jeans and turns away from the wall.
Busted. Mr. Rebete hands him a
ticket and informs him of his rights.

Mr.RebeteisaspecialagentinPar-
is’s war on public urination. Part of an
elite, 88-member force called the Bri-
gade des Incivilités, or Bad Behavior
Brigade,Mr. Rebete scours the streets
for all sorts of boorish offenders.
Dressed incivilian clothes anddriving
an unmarked car, he tickets everyone
from litterbugs to people handing out
unauthorized flyers to Parisians who
don’t pick up after their dog.

But what the French call urine
sauvage, which translates to “wild
urine,” is the hardest to crack. While
France’s capital has campaigned
with some success to have Parisians
pick up after their pets, the city is
still struggling with the presence of
pipi. Urine is hard to escape in cer-
tain parts of the city, be it on the
street, in the Metro or in parks.

Members of the Brigade say
there is no high season for urinary
offenses, but summertime heat
heightens the stench.

City hygiene workers scrub
down and spray tens of thousands of
square meters of walls and side-

walks every month. But according to
Mr. Rebete, a former sanitation
worker himself, the products they
use—a combination of disinfectant
and deodorizer, blasted through a
hose with hot water—are no match
for the streams that seep into the
city’s stone streets.

“It just masks the smell,” he says.
“It doesn’t wash it away.”

Paris has tried to stem the flow.
Some 400 public restrooms—self-
cleaning gray pods called Sanisettes—
are scattered throughout the city
and have been free to use since
2006. The Sanisettes are being up-
graded, and the newest models in-
clude skylights and an eco-friendly
design, including reservoirs that
store rainwater for use in the toilet.

Yet offenders are undeterred,
says Etienne Vanderpooten, an ar-
chitect with the City of Paris who
has tried to crack the puzzle. In
2005, Mr. Vanderpooten unveiled a
design for an anti-pipi wall, a jagged
surface that splashes urine back
onto the unzipped offender. The pro-
totype was attached to a wall in one
of the most affected areas at the
time—a street called the Cour des
Petites Ecuries on Paris’ Right Bank.
Mr. Vanderpooten says he often
goes by to check on his experiment:
“The people who used to pee there
don’t pee in the same place any-
more.” The city has no immediate
plans to erect more of the walls.

Whether in small towns or big cit-
ies, public urination is a global phe-
nomenon. Under former Mayor Ru-
dolph Giuliani, the New York City Po-
lice Department began a major
crackdown on “quality of life” of-
fenses—including passing water in
public. This year alone, the city has
handed out more than 18,500 sum-

monses for public urination, accord-
ing to the NYPD.

Paris has takena more gradualap-
proachtotackling theproblem.Start-
ing in the early 1960s, the office in
charge of keeping the city clean—the
Centre d’Action pour la Propreté de
Paris, or CAPP—released informa-
tional brochures, subway posters
and a series of short films about hy-
gieneandairquality.Thenin1986,re-
alizing that the CAPP needed more
teeth in its fight against uncivilized
behavior, the mayor’s office trans-
ferred jurisdiction from the police to
the new Bad Behavior Brigade.

Active enforcement by the Bri-
gade, combined with aggressive ad-
vertising, managed to eliminate the
dog-droppings problem rather
quickly, city officials say. Erick Orb-
lin, CAPP director, says he has no-
ticed a decline in the Parisian dog
population since the crackdown be-
gan. Some residents would now pre-
fer to own an indoor cat or a fish
than have to stoop and scoop on the
sidewalk, he says.

But the urine problem is a differ-
ent matter. Of the 20,000 total infrac-
tions the Brigade records every year,
one quarter involve people and dogs
caught illegally relieving themselves
inpublic. In 2007,the Brigade handed
out 1,200 tickets to adults for public
urination. In 2008, that number rose
to 1,800. By the end of June this year,
the Brigade had already handed out
1,100 tickets. City officials say it is
hard to determine whether the rising
number is due to a growing problem
or to the crackdown by Mr. Rebete
and his colleagues.

There are other challenges. Bri-
gade members don’t target home-
lesspeople,travelers,orpeople with-
out documentation. That is because,

without identification or a Paris ad-
dress, offenders have no way of re-
ceiving court documents in the mail.
Fines can be as high as Œ450 ($645),
but will be reduced to a maximum of
Œ35 starting next year.

For Mr. Rebete, the 53-year-old
Brigade agent, public hygiene is
about basic civic values. From his
slim, neatly pressed tan slacks to his
perfectly trimmed nails and the
small, gleaming stud in his left ear-
lobe, everything about Mr. Rebete
suggests a sense of well-scrubbed or-
der. In 1982, Mr. Rebete joined
France’s civil-servant corps and
worked his way through various mu-
nicipal units, including the Depart-
ment of Cleanliness and Water. He
spent some years as a Paris street
cleanerandgarbage-disposal worker
before joining the Brigade last year.

“There’s a lack of civility,” said
Mr. Rebete, frowning at a puddle on

a sidewalk. “I remember walking
around with my grandfather 40
years ago, and you’d pick up every
bit of paper that fell to the street.”

The Brigade works in shifts from
6 a.m. to 11 p.m., and agents always
go out in teams of two. Violent resis-
tance from offenders, though not
common, is sometimes possible,
Mr. Rebete said.

On their recent afternoon shift,
Mr. Rebete and his partner had just
begun patrolling the streets in their
compact Citroen car when they spot-
ted the first offense of the day: illegal
trash dumping. Mr. Rebete jumped
out, slid on a pair of latex gloves and
ripped open the stray trash bag. In-
side, he found what he was looking
for: a sheet of paper with the name
and address of a nearby business, the
likely guilty party.

When he is surveying for other of-
fenses, Mr. Rebete’s strategy is to
blend in. He puts on his shades, pre-
tends he is waiting for the bus or a
friend, and sneaks up on people af-
ter the act. “We don’t interrupt
them,” says Mr. Rebete, adding that
he can generally spot offenses even
before they occur.

Minutes after Mr. Rebete ticketed
theurinatorhecaughtinthealley,an-
other suspect headed the same way.
Like the previous offender, the man
stepped off to the left, leaned close to
the wall and unzipped.

Mr. Rebete smiled and walked
quietly toward him, fishing for the
book of tickets tucked into his belt.

By Katherine Boehret

ThecoverofWiredmagazine’sAu-
gust issue showed Brad Pitt wearing
a Bluetooth headset with the words,
“Ditch the headset.He can barely pull
it off—and you are not him.”

Fashionable or not, more people
are wearing these wireless headsets
for making phone calls. This week, I

reviewed two that
look stylish enough
that you won’t
mind being seen
wearing them: the

Plantronics Discovery 975(Plantron-
ics.com) and Aliph’s Jawbone Prime
(Jawbone.com).

These Bluetooth headsets cost
$130each and use the besttechnology
from their respective companies, in-
cluding impressive-sounding fea-
tures like AudioIQ 2, WindSmart,
NoiseAssassin 2.0 and an Acoustic
Voice Activity Detector. In short, each
headsetpromisestodeliverclearerin-
coming and outgoing sound.

After using these two headsets in
an office, while walking through
noisy city streets and as I drove a car
with its windows opened, I found
that I liked the Plantronics Discov-
ery 975 more than the Jawbone
Prime. It felt more comfortable and
stable in my ear and its longer boom
fit my face better than the Jawbone
Prime’s stubby build. I was also able
to hear other people more clearly us-
ing the Plantronics earpiece. But on
the other end of the call, my friends
said the Jawbone Prime did a better

job of muffling background noise
like passing cars and wind.

ThePlantronicsDiscovery975also
has something that the Jawbone
Prime doesn’t have: a carrying case
that holds this earpiece and charges it
onthego.Thischargingcasecantriple
the device’s talk time from five to 15
hours, and it holds its charge for a
weekon standby. A displayon the case
shows how much battery remains
bothinthechargedcaseandontheear-
piece, itself, when it’s held in the case.

I liked using this case because it
meant I didn’t have to think so often
about charging my headset. It also
gave me a place to keep the small Dis-
covery 975 earpiece, making it
harder to lose in the bottom of a
purse or large work bag. Though peo-
ple who don’t carry briefcases or
purses wouldn’t likely use this case,
it’s convenient to have the option.

None of the Jawbone models cur-
rently come with carrying cases,
though stores like Best Buy sell some
cases that will hold Jawbone head-
sets. In the future, Aliph says it plans
to make its own cases that will hold
and charge its Jawbone headsets.

Aliph’s Jawbone has always been
one of the most stylish Bluetooth
headsets, thanks to its compact
form factor and disguised buttons.
The Jawbone Prime follows suit
with a design that makes it appear
slightly smaller than its predeces-
sor. It comes in seven colors, includ-
ing four especially bright “Ear-
Candy” hues: Drop Me a Lime, Lilac
You Mean It, ‘Yello! and Frankly Scar-

let. This model maintains the origi-
nal Jawbone’s namesake design fea-
ture: If worn properly, it touches
your face near your jawbone and re-
moves background noise. But a new
feature also uses sound to detect the
speaker’s voice and eliminate extra-
neous noise, so the headset doesn’t
absolutely need to touch the face.

More surprising is the design of
the Plantronics Discovery 975, which
considerably ups the company’s chic
factor by replacing its former mod-
el’s triangular boom with an elegant
boom made of a single, thin metallic
sliver. It reminded me more of jew-
elry than a technology gadget. Like
the Jawbone models, its buttons are
disguised. The Discovery 975 only
comes in graphite, though AT&T
stores will carry it in silver.

I started testing the Plantronics
Discovery 975 and Jawbone Prime
from my quiet office, without any
distracting background noise.
There, the Plantronics headset
sounded better than the Jawbone,
making my voice sound crisper ac-
cording to the person on the end of
line; likewise, his voice sounded
louder to me. He also said he
couldn’t tell I was using a headset
while I was on the Discovery 975 but
definitely knew I was on a headset
while I used the Jawbone Prime.

Next, I walked along the streets of
busy downtown Washington, chat-
ting on each headset while standing
steps away from the squeaky sound
of car brakes and taxis honking their
horns. Here, the Jawbone did a bet-
ter job of fading that street noise

into the background, compared to
the Plantronics headset.

I also wore the Jawbone Prime
and Plantronics Discovery 975 while
driving through the city with all four
car windows opened to test the anti-
wind capabilities of each. Here again,
the Jawbone Prime sounded better to
the person on the other end, though
the Plantronics didn’t sound bad.

While using the Jawbone, I acci-
dentally hung up on friends in mid-
conversationafewdifferenttimesbe-
cause the place where I pressed to se-
cure the earpiece in my ear was also
the Talk button. I tried each of the
Jawbone Prime’s three fit earbuds,
three round earbuds and its included
earloop,butnoneofthesefeltascom-
fortable as the Plantronics headset.

Both headsets are capable of using
Multipoint technology, allowingthem
to connect to two Bluetooth devices at
once. According to each company, the
Plantronics headset takes one-and-a-
half hours to fully charge and lasts for
five hours of talk time; the Jawbone
takes 50 minutes to fully charge and
lasts four and a half hours of talk time.

When both headsets were sitting
in front of me and I wanted to make a
hands-freecall,IreachedforthePlant-
ronics Discovery 975 because of its
overall fit and feel in my ear. It stayed
in place using a soft, gel insert that
didn’t feel uncomfortable—even af-
ter long conversations. And its sound
quality was good enough for me.

Edited by Walter S. Mossberg.
Email to mossbergsolution.com

New Bluetooth headsets vary in comfort, sound quality

Aliph’s Jawbone Prime. The company plans cases that will hold and charge the headset.

Paris’s roomier public toilets haven’t
dissuaded people from going outdoors.
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Nokia Siemens appoints new chief executive

*The figures correspond to Vivendi 
Games from Jan. 1 to July 9, 2008 and 
the combined operations of Activision 
and Vivendi (which merged) from July 
10, 2008. 
Note: EBITA is earnings before interest, 
taxes and amortization
Source: the company

Some sour notes
Vivendi’s Ebita by division, 
in millions

195
42
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101

716

Œ686

316
300

181

218

Activision Blizzard*

Universal Music Group

SFR

Maroc Telecom Group

Canal Plus Group

Percent
change

n/a

–4.2%

–5.1

20.4

–31.8

2Q 2008

2Q 2009

Universal recording artists, Bono 
and Adam Clayton, of  the band U2 
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By Gustav Sandstrom

STOCKHOLM—Nokia Siemens
Networks named the leader of its
services business as chief execu-
tive.

Rajeev Suri, 41 years old, will
succeed Simon Beresford-Wylie
next month.

“Rajeev brings the right values,
experience and industry expertise

to take Nokia Siemens Networks
forward,” said Olli-Pekka Kallas-
vuo, the chief executive of Finland’s
Nokia Corp. Mr. Kallasvuo is chair-
man of Nokia Siemens, a joint ven-
ture with Germany’s Siemens AG.

Mr. Beresford-Wylie joined
Nokia in 1998, rising to take the
helm of Nokia Siemens, the
world’s second-largest maker of
wireless-telecommunications

gear by sales, when it started oper-
ations in April 2007.

Mr. Beresford-Wylie, 51, said he
decided to leave the company to
spend more time with his family.
He said now is a good time for
change at Nokia Siemens, which
has completed its integration
phase.

There will be no change to the
company’s current strategy, Mr.
Suri said in an interview, though he
said he sees good business opportu-
nities in the services segment.

The move comes after a difficult
second quarter for Nokia Siemens.

Over the past several months,
Nokia Siemens has won a number
of large service deals, but some of
its business units haven’t fared as
well and the company expects to
lose market share this year.

Its operating loss widened to
Œ188 million ($269.5 million) in
the three months ended June 30
from Œ47 million a year earlier.

Sales fell 21% to Œ3.2 billion.
Nokia Siemens’s market share
plunged to 20% from 26% in the
quarter.

Network-equipment providers
have struggled as mobile operators
cut spending to preserve cash flow

in efforts to combat the impact of
regulatory pressure, increased
competition and the recession.

The difficulties have fueled
speculation that the sector’s pace
of consolidation may speed up.

Telefon AB L.M. Ericsson re-
cently said it would pick up parts
of Nortel Networks Corp.’s infra-
structure business. Canada-based
Nortel Networks filed for bank-
ruptcy protection earlier this year.

Recession boosts Vivendi’s net
Pay-TV, videogame earnings rise sharply as more customers turn to home entertainment

The move comes
after a difficult
second quarter for
Nokia Siemens.

Rajeev Suri, left, is to succeed Simon Beresford-Wylie next month as chief
executive of Nokia Siemens Networks, a maker of wireless-telecom gear.

CORPORATE NEWS

By Ruth Bender

PARIS—Entertainment-to-tele-
communications conglomerate
Vivendi SA said Tuesday more peo-
ple are staying at home to watch
pay-TV and play videogames amid
the recession, pushing second-
quarter net profit up 6.6%.

“We are not spared by the crisis
but it is having only a very slight
impact on our business,” said
Chief Executive Jean-Bernard
Levy, attributing the company’s re-
silience to its subscription-based
model and exposure to fast-grow-
ing digital markets.

Total net profit rose to Œ711 mil-
lion ($1.01 billion) for the three
months ended June 30 from Œ667
million a year earlier. Revenue in-
creased 11% at Œ6.65 billion.

An increase in interest ex-
penses and minority interests as-
sociated with acquisitions last
year weighed on the bottom line,
but adjusted earnings before inter-
est and tax, or Ebit, the figure ana-
lysts follow to gauge Vivendi’s op-
erating performance, increased
10% to Œ1.51 billion.

Of Vivendi’s core businesses,
only Universal Music Group posted
a decline in revenue. The music pub-
lisher, home to artists such as Amy
Winehouse and U2, reported a 32%
drop in earnings before interest,
taxes and amortization, or Ebita, as
music sales continued to fall. Music
revenue was down 2.8%. Higher re-
structuring charges linked to the re-
organization of the business also
hurt the bottom line.

Vivendi’s pay-TV operator, Canal
Plus Group, reported a 20% rise in
Ebita as it added customers. Cost re-
ductions and synergies from the
merger with pay-TV company TPS
also boosted results. Canal Plusbroad-
casts top-flight French football, mov-
ies and hit U.S. television shows such
as “Desperate Housewives.”

Its strong performance echoes
that of U.K. pay-TV and broadband
provider British Sky Broadcasting
Group PLC, which in late July
posted an 8% rise in full-year sales
as demand for home entertainment
rose amid the recession. News
Corp., which owns Dow Jones &
Co., publishes The Wall Street Jour-
nal, owns about 39% of BSkyB.

Videogame producer Activi-
sion Blizzard Inc., in which Viv-
endi holds a majority stake, last
month said that second-quarter
Ebita jumped to Œ195 million from
Œ42 million as big titles such as
“Prototype” and “World of War-
craft” helped it gain market share.

SFR, Vivendi’s French telecom-

munications operations and its
main revenue generator, saw Ebita
slip 4.2%. But it gained market
share in mobile telecoms, helped
by the launch of Apple Inc.’s iPhone
and as it signed up more customers
to its broadband service.

Vivendi cautioned that it ex-
pects mobile-services revenue at
SFR to fall slightly this year. Cus-
tomer-recruitment activities in
the first half onlyare expected to
start to boost figures next year.
U.K.-based Vodafone Group PLC
has a 44% stake in SFR.

Vivendi, which also holds a ma-
jority stake in Maroc Telecom,
kept its forecast of strong growth
in adjusted earnings before inter-

est and taxes and solid adjusted
net income.

Mr. Levy also said Vivendi will
file a complaint with the European
Commission against the price set
by the French government for the
fourth mobile license earlier this
year. The fourth round of third-
generation license’s frequencies
are being sold at a lower price than
what current operators paid, in-
cluding Vivendi, Mr. Levy said.

Mr. Levy, the CEO, said that
Walt Disney Co.’s $4 billion deal to
buy Marvel Entertainment Inc.
wouldn’t have any major impact
on Vivendi, leaving aside a few
games licenses “which on Viven-
di’s scale are insignificant.”
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By Peppi Kiviniemi

BRUSSELS—The European
Commission Tuesday opened an in-
depth probe into a French pro-
gram to fund public television
channels, to see whether it harms
private broadcasters.

Private TV channels have com-
plained they face higher taxes to
fund the new public TV subsidies,
which they say are used by the pub-
lic broadcaster to launch new ser-
vices in direct competition with the
private channels.

In a bid to remove advertising
from its public channels in the eve-
nings, France is changing its fund-
ing mechanism for the public TV net-
work beginning in 2010. The
changes will include new taxes on ad-
vertisements and on electronic com-
munications.

Together with the annual TV li-
censing fee, funding to France Tele-
vision, the largest public broadcast-
ing group, will exceed Œ2 billion
($2.9 billion) by 2012, the commis-
sion said. The commission is “con-
cerned about the use made of the
taxes introduced by the reform and
possible overcompensation for pub-
lic service costs up to 2011 and
2012,” it said.

France’s private broadcasters—
such as Television Francaise 1 SA and
M6-Metropole Television SA—have
opposed the new tax, which came
into effect in March and will take be-
tween 1.5% and 3% of their advertis-
ing revenue.

Television Francaise 1, M6 and
Canal+ said in a statement that the
creation of the tax to finance their
main competitor was “unfair,” as
the private channels had been more
exposed to the advertising crisis
than France Television.

However, as the public channels
will become closed to advertisers,
the private broadcasters can now tap
a bigger share of the local ad market.

Under European law, govern-
ments can subsidize public broadcast-
ing operations, as they are consid-
ered to be vital for social and cultural
needs. But there are restrictions as to
how the subsidies can be used.

In the France Television case, the
commission wants to ensure the pub-
lic broadcaster isn’t getting more
money from the new funds than it ac-
tually needs to fulfill its obligations,
thecommission’s competition spokes-
man Jonathan Todd said.

National broadcasters have been
scrutinized by the commission due
to concerns they might be receiving
excess funding, and as a result, ham-
pering private operators’ ability to
compete in launching new products,
especially online.

A France Television spokes-
woman said the broadcaster had ex-
pected the probe, adding that the
commission wanted to get clear in-
formation on the French program,
as other European broadcasters
were thinking of implementing simi-
lar bans on advertising.

France Television currently re-
ceives about 65% of its funding from
TV-license fees, while the rest comes
from public funds and advertising,
which will disappear as of 2010, ac-
cording to the European broadcast-
ing Union, an industry group for Eu-
rope’s public broadcasters.
 —Thomas Varela in Paris

contributed to this article.

EU investigates
French funding
for public TV
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 29.10 $25.36 –0.69 –2.65%
Alcoa AA 31.30 11.59 –0.46 –3.82%
AmExpress AXP 15.40 31.98 –1.84 –5.44%
BankAm BAC 312.80 16.46 –1.13 –6.42%
Boeing BA 7.50 48.77 –0.90 –1.81%
Caterpillar CAT 13.30 43.84 –1.47 –3.24%
Chevron CVX 9.90 68.48 –1.46 –2.09%
CiscoSys CSCO 42.10 21.17 –0.43 –1.99%
CocaCola KO 9.40 48.53 –0.24 –0.49%
Disney DIS 24.80 25.68 –0.36 –1.38%
DuPont DD 8.50 31.05 –0.88 –2.76%
ExxonMobil XOM 20.50 68.41 –0.74 –1.07%
GenElec GE 95.60 13.34 –0.56 –4.03%
HewlettPk HPQ 14.70 43.87 –1.02 –2.27%
HomeDpt HD 14.70 26.74 –0.33 –1.20%
Intel INTC 67.80 19.72 –0.60 –2.95%
IBM IBM 5.60 116.69 –1.36 –1.15%
JPMorgChas JPM 46.50 41.67 –1.79 –4.12%
JohnsJohns JNJ 10.40 59.94 –0.50 –0.83%
KftFoods KFT 7.70 28.07 –0.28 –0.99%
McDonalds MCD 7.10 55.64 –0.60 –1.07%
Merck MRK 13.90 31.79 –0.64 –1.97%
Microsoft MSFT 56.60 24.00 –0.65 –2.64%
Pfizer PFE 36.00 16.38 –0.32 –1.92%
ProctGamb PG 13.10 53.02 –1.09 –2.01%
3M MMM 5.40 70.12 –1.98 –2.75%
TravelersCos TRV 6.20 49.26 –1.16 –2.30%
UnitedTech UTX 5.50 59.06 –0.30 –0.51%
Verizon VZ 14.10 30.37 –0.67 –2.16%
WalMart WMT 15.60 50.97 0.10 0.20%

Dow Jones Industrial Average P/E: 15
LAST: 9310.60 t 185.68, or 1.96%

YEAR TO DATE: s 534.21, or 6.1%

OVER 52 WEEKS t 2,206.32, or 19.2%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
credit
markets &
dealmakers

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

Behind Europe’s deals: Bank revenue rankings, European
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 $1,114 9.1% 52% 22% 24% 1%

Credit Suisse 750 6.1% 36% 43% 20% 1%

UBS 712 5.8% 38% 22% 39% 1%

Deutsche Bank 693 5.7% 27% 39% 30% 5%

BNP Paribas 651 5.3% 27% 49% 17% 7%

RBS 600 4.9% 41% 43% 9% 7%

Goldman Sachs 581 4.8% 34% 17% 48% …%

Citi 567 4.6% 32% 31% 34% 3%

Morgan Stanley 513 4.2% 45% 23% 32% 1%

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

Invensys  139 –2 –1 –15 Technip 78 ... 1 –19

Norske Skogindustrier 1112 –2 10 19 Enel 95 1 1 25

Glencore Intl 331 –1 ... –17 Dexia Cr  219 1 –8 –15

Bk of Scotland  143 –1 –16 –18 M real  1871 1 –58 109

Pernod Ricard 265 –1 8 9 ThyssenKrupp 377 1 13 41

Kabel Deutschland 487 –1 –3 74 Eircom  207 1 6 3

Lloyds TSB Bk  130 –1 –13 –15 ACE  82 2 1 –8

Bco Comercial Portugues 89 –1 2 13 Stora Enso  472 2 ... –38

ABN AMRO Bk  75 ... 1 11 Peugeot 364 3 –12 59

Linde 47 ... –4 1 Contl  747 4 –35 45

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

Diageo U.K. Distillers & Vintners $43.1 9.63 0.89% –8.3% 1.9%

British Amer Tob U.K. Tobacco 62.0 18.88 0.75 –1.5 30.3

L.M. Ericsson Tel B Sweden Telecomms Equip 28.5 68.50 0.59 –7.6 –43.6

Astrazeneca U.K. Pharmaceuticals 67.4 28.56 0.56 3.3 –15.8

GlaxoSmithKline U.K. Pharmaceuticals 111.6 12.03 unch. –9.3 –19.2

UBS Switzerland Banks $61.8 18.41 –5.78% –23.2 –71.0

Anglo Amer U.K. General Mining 41.9 19.22 –4.90 –27.4 –22.0

Koninklijke Phlps Netherlands Consumer Elec 20.9 15.05 –4.51 –34.4 –44.0

HSBC Hldgs U.K. Banks 179.8 6.44 –4.20 –16.7 –23.2

E.ON Germany Multiutilities 81.0 28.31 –4.07 –28.6 –14.3

...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

Novartis 122.3 49.02 –0.12% –19.6% –30.2%
Switzerland (Pharmaceuticals)
SAP 59.4 33.87 –0.56 –12.2 –9.7
Germany (Software)
Roche Hldg Part. Cert. 111.0 167.30 –0.59 –11.1 –25.6
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 88.4 47.02 –0.63 –3.8 –32.6
France (Pharmaceuticals)
Nestle S.A. 158.0 43.70 –0.64 –10.7 3.2
Switzerland (Food Products)
Vodafone Grp 124.7 1.32 –0.64 –8.5 15.2
U.K. (Mobile Telecomms)
BASF 47.5 36.13 –0.71 –9.5 11.8
Germany (Commodity Chemicals)
Telefonica S.A. 117.2 17.41 –1.02 1.0 31.6
Spain (Fixed Line Telecomms)
Royal Dutch Shell A 97.2 19.16 –1.03 –16.6 –29.2
U.K. (Integrated Oil & Gas)
Iberdrola S.A. 45.5 6.37 –1.39 –23.8 –12.9
Spain (Conventional Electricity)
France Telecom 65.4 17.49 –1.41 –14.6 5.6
France (Fixed Line Telecomms)
Unilever 47.1 19.20 –1.51 –1.3 2.2
Netherlands (Food Products)
Deutsche Telekom 56.9 9.13 –1.62 –21.5 –19.5
Germany (Mobile Telecomms)
ENI 93.2 16.27 –1.63 –24.6 –31.9
Italy (Integrated Oil & Gas)
Assicurazioni Gen 34.4 17.08 –1.67 –24.2 –34.1
Italy (Full Line Insurance)
GDF Suez 93.3 28.87 –1.79 –26.2 0.8
France (Multiutilities)
Total S.A. 133.1 39.25 –1.80 –17.1 –25.7
France (Integrated Oil & Gas)
Banco Bilbao Viz 65.2 12.16 –1.86 4.3 –32.2
Spain (Banks)
AXA S.A. 46.5 15.58 –1.92 –32.6 –46.8
France (Full Line Insurance)
Bayer 49.6 41.94 –2.08 –24.5 10.1
Germany (Specialty Chemicals)

ArcelorMittal 54.5 24.43 –2.18% –51.1% –9.5%
Luxembourg (Iron & Steel)
Banco Santander 122.4 10.50 –2.24 –5.4 –7.3
Spain (Banks)
Tesco 46.8 3.67 –2.26 –7.3 –2.0
U.K. (Food Rtlrs & Whlslrs)
BG Grp 57.7 9.94 –2.31 –11.2 43.9
U.K. (Integrated Oil & Gas)
BP 174.2 5.20 –2.35 1.6 –13.6
U.K. (Integrated Oil & Gas)
UniCredit 59.1 2.47 –2.37 –23.1 –53.4
Italy (Banks)
Allianz SE 50.9 78.61 –2.49 –32.3 –41.1
Germany (Full Line Insurance)
BHP Billiton 57.4 15.86 –2.61 0.3 51.0
U.K. (General Mining)
ABB 43.4 19.78 –2.66 –26.9 22.5
Switzerland (Industrial Machinery)
Barclays 66.1 3.70 –2.70 1.7 –43.6
U.K. (Banks)
Daimler 46.5 30.65 –2.79 –28.0 –25.8
Germany (Automobiles)
Nokia 50.5 9.42 –2.89 –44.5 –40.3
Finland (Telecomms Equip)
Deutsche Bk 40.7 45.82 –3.23 –23.4 –49.2
Germany (Banks)
Siemens 76.4 58.46 –3.29 –22.4 –13.1
Germany (Diversified Indus)
Credit Suisse Grp 58.3 52.15 –3.34 –0.5 –25.5
Switzerland (Banks)
Rio Tinto 57.9 23.31 –3.42 –41.6 –0.1
U.K. (General Mining)
Soc. Generale 45.0 54.20 –3.58 –20.1 –53.9
France (Banks)
ING Groep 30.2 10.15 –3.75 –54.1 –70.5
Netherlands (Life Insurance)
BNP Paribas S.A. 80.8 54.05 –3.77 –16.2 –35.5
France (Banks)
Intesa Sanpaolo 49.3 2.91 –3.80 –25.2 –44.4
Italy (Banks)

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 0.15% 0.96% 2.4% 5.7% -3.9%
Event Driven 0.28% 1.70% 4.9% 9.5% -19.1%
Equity Market Neutral -0.42% -0.59% -0.3% -3.7% -9.5%
Equity Long/Short 0.01% 0.86% 3.3% 3.2% -13.8%

*Estimates as of 08/31/09, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 11/1 0.91 104.21% 0.02% 1.87 0.85 1.23

Eur. High Volatility: 11/1 1.74 108.74 0.04 3.89 1.56 2.44

Europe Crossover: 11/2 5.98 113.94 0.10 6.51 5.81 6.08

Asia ex-Japan IG: 11/1 1.35 109.50 0.04 3.84 1.21 2.13

Japan: 11/1 1.60 115.48 0.05 4.33 1.41 2.24

 Note: Data as of August 31

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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SkyEurope ceases all operations
Budget airline files
for bankruptcy,
stranding travelers

By Peter Sanders

And August Cole

In a major reorganization of its ex-
ecutive ranks, Boeing Co. said Scott
Carson, president and chief execu-
tive of its commercial airplane unit
and the person in charge of the trou-
bled 787 Dreamliner project, has
stepped down from his role
and will retire at year’s end.

Mr. Carson, a nearly
41-year Boeing employee, is
being succeeded by Jim Al-
baugh, who runs Boeing’s In-
tegrated Defense Systems
business.

The announcement came
as Boeing works to fix a man-
ufacturing problem with its
787—a crucial product now
more than two years behind
schedule—that was discov-
ered during tests in May. Repeated
glitches in launching the 787 have
helped drag down Boeing’s credibility
with customers and investors.

Mr. Carson and top 787 program
managers have taken heat since they

disclosed the latest delay in June. A
week earlier, they had publicly in-
sisted that the Dreamliner would
make its first flight that month.

Last week, Boeing said the plane
would fly by the end of the year and
first deliveries would occur in the
fourth quarter of 2010.

In a note to Boeing employees,
Mr. Carson said his deci-
sion to retire was timed to
the “resetting” of the 787’s
schedule, though Boeing of-
ficials made no mention of
the impending executive
changes when talking to an-
alysts and investors on a
conference call last week.

Boeing Chairman Jim
McNerney said Monday
that “the decision to retire
was Scott’s,” and that Mr.
Albaugh’s engineering ex-

perience will be key in managing
the program.

“It was clear the best person at
Boeing at this time to lead BCA [Boe-
ing Commercial Airplanes] was Jim
Albaugh,” said Mr. McNerney. He said

the company looked internally and
outside for Mr. Carson’s replacement
before choosing Mr. Albaugh.

Mr. Carson, 63 years old, over-
saw a sales force between 2004 and
2006 that marketed and sold nearly
1,000 Dreamliners to customers
world-wide. He then took the helm
of Boeing Commercial Airplanes
only to have the Dreamliner pro-
gram run into snarls.

The promotion of Mr. Albaugh,
59, to succeed Mr. Carson repre-
sents the most high-profile move by
the company to bring senior man-
agers from the defense unit into the
commercial airplane division. Boe-
ing is hoping that these managers
and engineers are better equipped
to get the programs on schedule.

During Mr. Albaugh’s tenure run-
ning defense and space operations,
Boeing suffered through three years
of federal corruption investigations,
eventually paid $615 million to set-
tle those probes and was widely criti-
cized by Pentagon brass and congres-
sional leaders for not doing enough
to instill strict ethics rules.

Justice Department prosecutors
never accused Mr. Albaugh of wrong-
doing. The Air Force stripped Boe-
ing of some tainted rocket contracts
and reviewed the propriety of doz-
ens of other big contracts the com-
pany won going back to the 1990s,
which was prior to Mr. Albaugh’s tak-
ing over the unit.

In 2006, when Mr. McNerney
took the top job at Boeing, he vowed
to pay more attention to ethical is-
sues. The new Boeing chief said he
wanted to turn ethics into a competi-
tive advantage for Boeing.

Mr. Albaugh scored one of the
highest profile successes of his ca-
reer last year when Boeing success-
fully appealed the Air Force’s award
of the $40 billion aerial tanker con-
tract to Northrop Grumman Corp.

Mr. Albaugh’s replacement, Den-
nis Muilenberg, 45, ran Boeing’s de-
fense-oriented services business,
which has seen strong growth. Prior
to that he headed the company’s Fu-
ture Combat Systems program.
 —Andy Pasztor

contributed to this article.

Boeing’s Dreamliner executive is replaced

Telefónica, Portugal Telecom to exit Morocco firm

SkyEurope canceled all flights in Bratislava, Vienna and Prague, leaving passengers, like those in Vienna above, stranded.

Scott Carson

CORPORATE NEWS

By Sean Carney

PRAGUE—After battling waning
passenger numbers and a critical
lack of cash for most of the past year,
SkyEurope Airlines AS, the operat-
ing unit of Vienna-listed SkyEurope
Holding AG, Tuesday ceased all oper-
ations while its holding company ini-
tiated bankruptcy proceedings.

The Bratislava-based airline—
the first low-cost carrier in Central
Europe when it started eight years
ago in the run-up to expansion of the
European Union in 2004—canceled
all flights from its hubs in Brat-
islava, Vienna and Prague, leaving
passengers stranded across Europe.

It was unclear how many passen-
gers were affected. SkyEurope
couldn’t be reached for comment.

Airlines including easyJet PLC,
Ryanair Holdings PLC, CSA Czech
Airlines and Wizz Air PLC offered
stranded passengers discounted
flight tickets.

SkyEurope’s bankruptcy came as
the International Air Transport As-
sociation, or IATA, announced that
the airline industry lost more than
$6 billion in the first half of the year.

Founded in 2001, SkyEurope first
took to the skies in February 2002. It
had never turned a profit. In the fis-
cal second quarter ended March 31,
the carrier posted a net loss of Œ18.4
million ($26.4 million), following a
full-year net loss of Œ61.6 million.

It flew to 33 cities in 16 European
countries with a fleet that peaked at
14 jets.

After going public in 2005, Sky-
Europe was able to raise Œ120 mil-
lion of equity capital. In late July, it
said Austria’s Focus Equity was will-
ing to invest up to Œ16.5 million on
the condition of a successful restruc-
turing, after a Slovak court in June
granted it protection from creditors.

However, the cash never ap-

peared because the airline was un-
able to stay afloat long enough to re-
structure its business and pay back
overdue debts.

The Vienna Stock Exchange on
Tuesday stopped all trade of the Sky-
Europe Holding’s shares, which
closed at 25 European cents Mon-
day, well below the peak of over Œ6
per share in 2007.

Earlier this month, the Vienna air-
port had denied SkyEurope all ser-

vices after it failed to pay its bills.
Prague and Bratislava airports fol-
lowed suit Monday. Other airports
across Europe had already held onto
SkyEurope’s planes as collateral for
outstanding bills.

SkyEurope was a niche airline
with routes that most larger Euro-
pean peers found unattractive, said
Andras Zboray, an aviation consult-
ant and former operations director
at SkyEurope.

By Geoffrey A. Fowler

EBay Inc. said Tuesday it will sell
a 65% stake in its Skype Internet
phone business to private investors
in a deal that marks the end of an un-
happy tech marriage.

San Jose, Calif.-based eBay said
it will get $1.9 billion in cash and a
$125 million note from the buyer, an
investment group led by the private
equity firm Silver Lake Partners
that includes Index Ventures, An-
dreessen Horowitz and the Canada
Pension Plan Investment Board.

Ebay will retain a 35% stake. Ebay
said the deal values the online tele-
communications service at $2.75 bil-
lion, and is expected to close in the
fourth quarter of this year.

“This is a great deal, unlocking
both immediate and long-term value
for eBay and tremendous potential
for Skype,” said eBay Inc. Chief Exec-
utive John Donahoe in a statement.

Mr. Donahoe said the deal would
allow eBay to focus on its PayPal pay-
ment unit and its core marketplaces
business, which has struggled amid
growing competition from rivals
such as Amazon.com Inc.

Former eBay chief Meg Whitman
bought Skype in 2005 on the premise
that the merchants using its online
marketplace would use the service to
communicate with customers. EBay
paid about $2.6 billion in cash and
stock for Skype.

But the two companies found few
synergies, and eBay eventually took
a $1.4 billion charge for Skype. After
taking over as eBay’s chief executive
last year, Mr. Donahoe admitted that
the two companies were a poor fit—
but a bid to buy the firm by a group
of private equity firms and Skype’s
co-founders, Niklas Zennstrom and
Janus Friis, failed because the offer
was too low.

In April, Mr. Donahoe announced
plans to spin off Skype in an initial
public offering in 2010. In May, he
said that a valuation of $2 billion
would be too low for Skype.

In recent months, Skype has
shown some profit-making prom-
ise. Skype uses a technology called
voice-over-Internet protocol, which
routes voice and video calls over the
Internet instead of a traditional
phone network.

Although its software is most of-
ten used to make free calls between
computers, Skype also charges a
few cents per minute to make calls
from computers or advanced cell-
phones to traditional phone lines.

In the second quarter, Skype’s
revenue grew 25% over the previous
year to $170 million, as its number
of registered users topped 480 mil-
lion world-wide.

A potential spinoff of the com-
pany has been clouded by an ongo-
ing intellectual property dispute
with Joltid Ltd., a company owned
by Skype’s founders that has the
rights to some of its core technology.

Joltid alleged that eBay violated
its licensing agreement for the tech-
nology and has threatened to end
the agreement. EBay asked a U.K.
court to find that it isn’t in breach of
the license, but proceedings could
stretch on for months. Meanwhile,
eBay said it was undertaking an “ex-
pensive” effort to develop a work-
around for the Joltid software.

Josh Silverman, president of
Skype, said in a blog post that the
deal marks the beginning of a new
chapter for the company.
 —Scott Morrison

and Joan Solsman
contributed to this article.

By Bernd Radowitz

MADRID—Telefónica SA of
Spain and Portugal Telecom SGPS
SA on Tuesday agreed to sell their
stakes in Medi Telecom SA of Mo-
rocco for a total of Œ800 million
($1.15 billion) as they seek to focus
on core markets in Europe, Latin
America and sub-Saharan Africa.

Telefónica and Portugal Telecom,
which jointly operate Brazil’s leading
mobile-phone provider, Vivo Partici-
pacoes SA, will sell their respective
32.18% stakes to local Meditel share-
holders FinanceCom SA, RMA Wat-
anya SA and Fipar Holding, which to-
gether will pay Œ400 million to
Telefónica and another Œ400 million
to Portugal Telecom.

Portugal Telecom will book an af-
ter-tax capital gain of Œ270 million
from the sale of its stake, a company
media official said. Telefónica
didn’t disclose its own capital gain
from the transaction.

Portugal Telecom said that, de-
spite Meditel being a company with
high growth potential, its strategic fo-
cus remains in Brazil and sub-Sa-

haran Africa. A Telefónica spokesman
said the Spanish telecommunications
giant wants to focus on core markets
in Latin America, the U.K. and Spain.

The transaction values Meditel
at Œ1.62 billion, including debt, Por-
tugal Telecom said. The deal, which
Telefónica expects to close by year
end, still requires clearance from
Moroccan telecom regulators.

Re
ut

er
s

EBay is selling
stake in Skype
to investor group
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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.

2.36% 32 DJ Global Index -a % % 205.81 –1.33% –17.9% 4.32% 14 U.S. Select Dividend -b % % 584.30 0.64%–20.6%

2.00% 21 Global Dow 1196.70 –0.14% –20.7% 1822.00 –0.24% –21.7% 3.63% 17 Infrastructure 1280.80 –0.37% –18.6% 1750.52 –0.47% –19.7%

3.13% 31 Stoxx 600 231.70 –1.84% –20.1% 247.47 –2.16% –21.3% 1.38% 9 Luxury 799.40 –0.68% –12.9% 971.59 –0.78% –14.0%

3.28% 20 Stoxx Large 200 247.70 –1.87% –20.5% 263.18 –2.19% –21.7% 6.35% 5 BRIC 50 363.00 –0.17% –13.4% 496.18 –0.27% –14.5%

2.38% -11 Stoxx Mid 200 216.60 –1.55% –17.7% 230.07 –1.87% –18.9% 3.79% 11 Africa 50 721.20 –0.73% –24.0% 656.24 –0.83% –25.0%

2.42% 252 Stoxx Small 200 135.20 –2.04% –18.3% 143.54 –2.36% –19.5% 3.27% 11 GCC % % 1483.70 –0.46% –41.8%

3.17% 22 Euro Stoxx 252.80 –1.94% –21.9% 270.11 –2.26% –23.1% 2.90% 35 Sustainability 771.50 0.15% –16.6% 932.44 –0.09% –17.8%

3.31% 16 Euro Stoxx Large 200 268.20 –2.03% –22.5% 284.75 –2.35% –23.7% 2.35% 13 Islamic Market -a % % 1751.21 –1.09% –16.2%

2.40% -13 Euro Stoxx Mid 200 242.50 –1.33% –19.2% 257.35 –1.66% –20.4% 2.66% 15 Islamic Market 100 1580.20 0.61% –12.3% 1935.92 0.36% –13.5%

2.71% 22 Euro Stoxx Small 200 147.40 –1.89% –18.3% 156.33 –2.21% –19.5% 2.66% 15 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1306.20 –2.35% –27.6% 1598.85 –2.67% –28.7% 1.95% 163 DJ U.S. TSM % % 10552.19 0.64% –19.2%

4.90% 11 Euro Stoxx Select Div 30 1593.60 –2.67% –29.5% 1958.24 –2.98% –30.6% % DJ-UBS Commodity 119.20 –1.21% –31.6% 123.79 –1.53% –32.6%

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

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

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

Australia 1.1940 1.9373 1.1271 0.1665 0.0375 0.1982 0.0128 0.3144 1.7077 0.2294 1.0900 ...

 Canada 1.0954 1.7773 1.0340 0.1528 0.0344 0.1819 0.0118 0.2884 1.5667 0.2105 ... 0.9174

 Denmark 5.2036 8.4431 4.9123 0.7258 0.1635 0.8640 0.0559 1.3702 7.4427 ... 4.7506 4.3583

 Euro 0.6992 1.1344 0.6600 0.0975 0.0220 0.1161 0.0075 0.1841 ... 0.1344 0.6383 0.5856

 Israel 3.7977 6.1620 3.5851 0.5297 0.1193 0.6305 0.0408 ... 5.4319 0.7298 3.4671 3.1808

 Japan 93.0900 151.0432 87.8788 12.9851 2.9253 15.4560 ... 24.5122 133.1466 17.8895 84.9865 77.9675

 Norway 6.0229 9.7725 5.6857 0.8401 0.1893 ... 0.0647 1.5859 8.6146 1.1574 5.4986 5.0445

 Russia 31.8220 51.6328 30.0406 4.4388 ... 5.2835 0.3418 8.3793 45.5150 6.1154 29.0519 26.6525

 Sweden 7.1690 11.6321 6.7677 ... 0.2253 1.1903 0.0770 1.8877 10.2538 1.3777 6.5449 6.0044

 Switzerland 1.0593 1.7188 ... 0.1478 0.0333 0.1759 0.0114 0.2789 1.5151 0.2036 0.9671 0.8872

 U.K. 0.6163 ... 0.5818 0.0860 0.0194 0.1023 0.0066 0.1623 0.8815 0.1184 0.5627 0.5162

 U.S. ... 1.6225 0.9440 0.1395 0.0314 0.1660 0.0107 0.2633 1.4303 0.1922 0.9130 0.8375

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 319.25 –10.50 –3.18% 707.00 302.00
Soybeans (cents/bu.) CBOT 955.50 –24.00 –2.45 1,557.50 670.00
Wheat (cents/bu.) CBOT 487.25 –11.50 –2.31 1,155.75 480.75
Live cattle (cents/lb.) CME 86.100 –0.575 –0.66 118.500 81.250
Cocoa ($/ton) ICE-US 2,822 28 1.00% 3,217 1,961
Coffee (cents/lb.) ICE-US 120.10 –2.20 –1.80 189.00 112.00
Sugar (cents/lb.) ICE-US 24.24 –0.15 –0.62 24.85 11.05
Cotton (cents/lb.) ICE-US 58.35 –1.39 –2.33 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,303.00 –67 –2.83 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,848 23 1.26 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,409 –2 –0.14 2,256 1,275

Copper (cents/lb.) COMEX 281.85 –0.80 –0.28 378.00 131.15
Gold ($/troy oz.) COMEX 956.50 3.00 0.31 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1506.00 13.70 0.92 2,200.00 740.00
Aluminum ($/ton) LME 1,865.00 –47.50 –2.48 2,686.00 1,288.00
Tin ($/ton) LME 13,725.00 –275.00 –1.96 19,600.00 9,750.00
Copper ($/ton) LME 6,260.00 –239.00 –3.68 7,370.00 2,815.00
Lead ($/ton) LME 2,080.00 –45.00 –2.12 2,125.00 870.00
Zinc ($/ton) LME 1,845.50 –34.50 –1.84 1,927.50 1,065.00
Nickel ($/ton) LME 18,475 –1,075 –5.50 21,150 9,000

Crude oil ($/bbl.) NYMEX 68.05 –1.91 –2.73 125.66 45.13
Heating oil ($/gal.) NYMEX 1.7589 –0.0496 –2.74 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.7822 –0.0277 –1.53 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 2.821 –0.156 –5.24 12.115 2.810
Brent crude ($/bbl.) ICE-EU 67.73 –1.92 –2.76 116.93 44.75
Gas oil ($/ton) ICE-EU 572.50 3.25 0.57 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 1
Per In

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

Argentina peso-a 5.5049 0.1817 3.8488 0.2598

Brazil real 2.6773 0.3735 1.8719 0.5342

Canada dollar 1.5667 0.6383 1.0954 0.9130
1-mo. forward 1.5666 0.6383 1.0953 0.9130

3-mos. forward 1.5665 0.6384 1.0952 0.9131
6-mos. forward 1.5668 0.6382 1.0954 0.9129

Chile peso 793.17 0.001261 554.55 0.001803
Colombia peso 2955.50 0.0003384 2066.35 0.0004840

Ecuador US dollar-f 1.4303 0.6992 1 1
Mexico peso-a 19.3325 0.0517 13.5164 0.0740

Peru sol 4.2180 0.2371 2.9490 0.3391
Uruguay peso-e 32.253 0.0310 22.550 0.0443

U.S. dollar 1.4303 0.6992 1 1
Venezuela bolivar 3.07 0.325597 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7077 0.5856 1.1940 0.8376
China yuan 9.7695 0.1024 6.8304 0.1464

Hong Kong dollar 11.0852 0.0902 7.7503 0.1290
India rupee 70.0203 0.0143 48.9550 0.0204

Indonesia rupiah 14410 0.0000694 10075 0.0000993
Japan yen 133.15 0.007511 93.09 0.010742

1-mo. forward 133.12 0.007512 93.07 0.010745
3-mos. forward 133.07 0.007515 93.04 0.010749

6-mos. forward 132.98 0.007520 92.97 0.010756
Malaysia ringgit-c 5.0447 0.1982 3.5270 0.2835

New Zealand dollar 2.0928 0.4778 1.4632 0.6835
Pakistan rupee 118.572 0.0084 82.900 0.0121

Philippines peso 69.799 0.0143 48.800 0.0205
Singapore dollar 2.0624 0.4849 1.4420 0.6935

South Korea won 1778.72 0.0005622 1243.60 0.0008041
Taiwan dollar 47.035 0.02126 32.885 0.03041
Thailand baht 48.645 0.02056 34.010 0.02940

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

Euro zone euro 1 1 0.6992 1.4303

1-mo. forward 1.0000 1.0000 0.6991 1.4303

3-mos. forward 1.0000 1.0000 0.6992 1.4302

6-mos. forward 1.0002 0.9998 0.6993 1.4300

Czech Rep. koruna-b 25.562 0.0391 17.872 0.0560

Denmark krone 7.4427 0.1344 5.2036 0.1922

Hungary forint 273.59 0.003655 191.28 0.005228

Norway krone 8.6146 0.1161 6.0229 0.1660

Poland zloty 4.1140 0.2431 2.8764 0.3477

Russia ruble-d 45.515 0.02197 31.822 0.03142

Sweden krona 10.2538 0.0975 7.1690 0.1395

Switzerland franc 1.5151 0.6600 1.0593 0.9440

1-mo. forward 1.5147 0.6602 1.0590 0.9443

3-mos. forward 1.5139 0.6606 1.0584 0.9448

6-mos. forward 1.5125 0.6612 1.0575 0.9457

Turkey lira 2.1512 0.4649 1.5040 0.6649

U.K. pound 0.8815 1.1344 0.6163 1.6225

1-mo. forward 0.8816 1.1343 0.6164 1.6224

3-mos. forward 0.8816 1.1343 0.6164 1.6224

6-mos. forward 0.8817 1.1342 0.6164 1.6222

MIDDLE EAST/AFRICA
Bahrain dinar 0.5392 1.8546 0.3770 2.6527

Egypt pound-a 7.9066 0.1265 5.5279 0.1809

Israel shekel 5.4319 0.1841 3.7977 0.2633

Jordan dinar 1.0130 0.9872 0.7083 1.4119

Kuwait dinar 0.4107 2.4351 0.2871 3.4830

Lebanon pound 2149.03 0.0004653 1502.50 0.0006656

Saudi Arabia riyal 5.3638 0.1864 3.7502 0.2667

South Africa rand 11.1385 0.0898 7.7875 0.1284

United Arab dirham 5.2534 0.1904 3.6730 0.2723

SDR -f 0.9159 1.0918 0.6404 1.5616

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.

 31 EUROPE DJ Stoxx 600 231.66 –4.34 –1.84% 17.7% –20.1%

 15 DJ Stoxx 50 2353.20 –48.37 –2.01 13.9% –19.6%

 22 Euro Zone DJ Euro Stoxx 252.85 –4.99 –1.94 13.5% –21.9%

 18 DJ Euro Stoxx 50 2715.74 –59.43 –2.14 10.8% –20.5%

 16 Austria ATX 2463.91 –40.07 –1.60 40.7% –31.3%

 13 Belgium Bel-20 2332.16 –32.79 –1.39 22.2% –27.4%

 12 Czech Republic PX 1167.3 5.1 0.44% 36.0% –20.7%

 18 Denmark OMX Copenhagen 314.22 –0.24 –0.08 38.9% –20.5%

 14 Finland OMX Helsinki 6100.13 –130.49 –2.09 12.9% –27.9%

 16 France CAC-40 3583.44 –70.10 –1.92 11.4% –21.1%

 19 Germany DAX 5327.29 –137.32 –2.51 10.7% –18.3%

 … Hungary BUX 19195.09 –194.85 –1.00 56.8% –7.3%

 16 Ireland ISEQ 3036.69 –59.47 –1.92 29.6% –34.0%

 12 Italy FTSE MIB 21966.19 –454.24 –2.03 12.9% –24.8%

 … Netherlands AEX 291.00 –5.27 –1.78 18.3% –29.8%

 13 Norway All-Shares 347.15 –2.91 –0.83 28.5% –26.1%

 17 Poland WIG 37372.21 –582.55 –1.53 37.3% –9.7%

 16 Portugal PSI 20 7777.03 –51.29 –0.66 22.6% –10.2%

 … Russia RTSI 1073.62 7.09 0.66% 69.9% –35.3%

 10 Spain IBEX 35 11173.0 –192.1 –1.69% 21.5% –6.1%

 15 Sweden OMX Stockholm 274.44 –4.51 –1.62 34.4% –3.7%

 13 Switzerland SMI 6128.17 –88.95 –1.43 10.7% –16.0%

 9 Turkey ISE National 100 46935.62 384.43 0.83 74.7% 16.1%

 13 U.K. FTSE 100 4819.70 –89.20 –1.82 8.7% –14.3%

 35 ASIA-PACIFIC DJ Asia-Pacific 117.45 0.59 0.50 25.5% –5.1%

 … Australia SPX/ASX 200 4514.6 35.5 0.79 21.3% –11.8%

 … China CBN 600 22940.90 86.85 0.38 55.4% 26.2%

 19 Hong Kong Hang Seng 19872.30 148.11 0.75 38.1% –5.6%

 19 India Sensex 15551.19 –115.45 –0.74 61.2% 3.3%

 … Japan Nikkei Stock Average 10530.06 37.53 0.36 18.9% –16.5%

 … Singapore Straits Times 2596.39 3.49 0.13 47.4% –5.9%

 11 South Korea Kospi 1623.06 31.21 1.96 44.3% 15.3%

 18 AMERICAS DJ Americas 262.75 –4.46 –1.67 16.2% –21.1%

 … Brazil Bovespa 56008.32 –480.66 –0.85 49.2% 3.3%

 18 Mexico IPC 27818.83 –311.12 –1.11 24.3% 5.0%

*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. 1, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 275.10 –0.85% 20.8% –18.5%

...% ... World (Developed Markets) 1,085.60 –0.78% 18.0% –19.3%

...% ... World ex-EMU 126.72 –0.70% 17.8% –18.8%

...% ... World ex-UK 1,082.20 –0.85% 17.1% –19.0%

...% ... EAFE 1,498.97 –0.56% 21.1% –17.7%

...% ... Emerging Markets (EM) 839.46 –1.41% 48.0% –12.2%

...% ... EUROPE 82.11 –0.61% 18.3% –18.4%

...% ... EMU 169.28 –1.18% 19.1% –21.8%

...% ... Europe ex-UK 90.49 –0.92% 16.6% –17.7%

...% ... Europe Value 94.75 –0.83% 22.2% –17.1%

...% ... Europe Growth 69.05 –0.36% 14.2% –20.0%

...% ... Europe Small Cap 146.86 –0.91% 45.5% –15.0%

...% ... EM Europe 232.56 –1.79% 46.4% –33.8%

...% ... UK 1,461.36 0.00% 11.2% –12.7%

...% ... Nordic Countries 129.09 –1.73% 31.6% –21.0%

...% ... Russia 611.52 –1.88% 48.4% –41.7%

...% ... South Africa 670.02 –0.81% 15.7% –2.4%

...% ... AC ASIA PACIFIC EX-JAPAN 360.18 –1.17% 45.6% –7.5%

...% ... Japan 596.78 –0.39% 12.6% –24.7%

...% ... China 56.78 –1.57% 39.2% –2.7%

...% ... India 622.36 –1.47% 68.6% 6.6%

...% ... Korea 449.70 –0.87% 46.5% 11.3%

...% ... Taiwan 250.05 –0.04% 44.2% –7.8%

...% ... US BROAD MARKET 1,128.38 –0.91% 14.9% –20.2%

...% ... US Small Cap 1,516.81 –1.34% 21.6% –19.8%

...% ... EM LATIN AMERICA 3,294.55 –1.99% 58.6% –16.9%

*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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U.S. car sales accelerate
Surge in response
to ‘cash for clunkers’
fuels recovery hopes

A salesman backs out a new vehicle at a Chrysler dealership in San Jose, Calif.
Chrysler’s lean inventories left many dealers with few vehicles to offer customers.
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Rosneft’s profit slides 63%,
but narrowly tops estimates

By Jeff Bennett

DETROIT—Boosted by the federal
government’s “cash for clunkers” in-
centive program, U.S. auto sales in Au-
gust surged to their highest monthly
total in more than a year, bolstering
hopes that the industry’s recovery
will continue in the months ahead.

Car makers expect a dip in sales in
September now that the hoopla
around the clunkers program has
died down. But they remain confi-
dent the U.S. economy is gradually im-
proving and that the broader trend in
car sales is positive.

“September will be an aberra-
tion,” Ken Czubay, vice president of
U.S. sales and marketing at Ford Mo-
tor Co. said in a conference call. He
said Ford is encouraged by positive
economic indicators, such as rising
home prices and housing starts, and
expects that the pace of auto sales in
the fourth quarter will be stronger
than in the first half.

“We clearly see a strengthening
and a recovery,” Michael DiGiovanni,
the top sales analyst at General Mo-
tors Co., said in a separate confer-
ence call.

Car makers estimated August U.S.
sales at about 1.3 million cars and
trucks industrywide, which would
represent about a 4% increase from a
year earlier. That appeared to be the
highest monthly total since May
2008, and the first time the industry
has seen a year-on-year increase in
U.S. vehicle sales since October 2007.

An exact total wasn’t available
Tuesday afternoon because some
manufacturers were still reporting
sales.

August’s annualized sales pace
jumped to more than 14 million vehi-
cles, car makers estimated. That is
up from 11.24 million in July and 9.7
million in June.

The makers that benefited most
from the clunkers incentives in-
cluded Ford, whose sales jumped
17% to 181,826 vehicles, and Toyota
Motor Corp., which saw its sale rise
6.4% to 225,088 cars and trucks.
Honda Motor Co. sold 161,439 vehi-
cles, up almost 10%.

In contrast, GM reported a 20%

decline in sales to 245,550 vehicles,
in part due to strong year-earlier
sales when it had a big promotion cel-
ebrating its 100th anniversary. At
Chrysler Group LLC—which, like
GM, was recently reorganized in
bankruptcy court—sales fell 15% to
93,222 cars and light trucks.
Chrysler was hurt by lean invento-
ries that left many dealers with few
vehicles to offer customers.

The clunkers program offered as
much as $4,500 to customers who
traded in old vehicles and purchased
new, more-fuel efficient models.
More than 700,000 vehicles were
sold with clunkers rebates between
July and Aug. 24, when the Transpor-
tation Department stopped the pro-
gram because it was about to ex-
haust its budget.

Auto makers said it is too soon to
judge the long-term impact of the
clunkers rebates. Many in the indus-
try have questioned whether the pro-
gram merely pulled in buyers who
were going to purchase cars in com-
ing months. On Tuesday, however,
Moody’s Investors Service estimated
that about 60% of the vehicles sold
with clunker rebates were purchased
by consumers who were not other-
wise intending to buy.

After August’s sales surge, car
makers now expect a drop-off in Sep-
tember, and some dealers already re-
port a decline in showroom traffic.

“We are looking at a dip in sales
but we are not looking at anything

catastrophic,” said Al Castignetti,
vice president and general manager
of Nissan Motor Co.’s North Ameri-
can division. “We expect the selling
rate to fall back into the normal May-
through-June rate.”

Since the end of the clunkers pro-
gram, River Oaks Chrysler Jeep in
Houston has had 10 to 15 customers
browsing at a time, said Alan Helf-
man, the dealership’s vice president.
That’s a big drop from the 40 to 60
customers that often were at the
store at once when the clunkers pro-
gram was in full swing. Things were
so busy the dealership lacked enough
staff to wait on them.

In hopes of boosting traffic, Mr.
Helfman has brought in a local foot-
ball player to sign autographs and
started a promotion with a fast-food
chicken restaurant. “We now have to
figure out ways to get consumers to
part with their money under what is
now a normal scenario,” Mr. Helf-
man said.

The end of the clunkers program
isn’t the only factor likely to limit
September sales. Inventories are
also at historic lows.

GM now has only about 300,000
vehicles on dealer lots—a third of
what it had two years ago. Chrysler
dealers are down to just 100,238 vehi-
cles, a quarter of what they had two
years ago. And Toyota’s inventory at
the end of August fell to an 11-day sup-
ply, compared with 26 days at the
end of July.

Incentives fuel French car sales

RHJ International raises
offer for GM’s Opel unit

By David Pearson

PARIS — Government incentives
continued to provide fuel for new-
car sales in France in August, incen-

tives that a government minister con-
firmed Tuesday would be extended
to prevent the market imploding.

Registrations of new cars in Au-
gust climbed 7% year-on-year, or
by 1.9% after adjustment for an
equivalent number of working
days, according to data released
by CCFA, the French car manufac-
turers’ lobby.

So far this year, the market has
grown by 1.1%—or by 1.7% on an ad-
justed basis—compared to the first
eight months of 2008.

The incentive plan, introduced
last December and imitated in differ-
ent forms by several other European
countries and the U.S., offers a Œ1,000
($1,400) discount to car owners who
scrap their aging gas guzzlers and
buy new, fuel-efficient models.

The program already has cost
French taxpayers Œ390 million.

The initiative originally was due
to end Dec. 31, but the French govern-

ment is studying ways to smooth the
transition to an unsupported market.

One way is to gradually reduce
the size of the discount, industry
participants say. But French Indus-
try Minister Christian Estrosi indi-
cated that the government was
leaning toward a system that
would mesh the scrappage bonus
with another system of bonuses
and penalties aimed at encourag-
ing new-car buyers to opt for low-
polluting vehicles.

Tuesday’s figures provide fur-
ther evidence of a recovery in the
market, driven by makers of small
cars such as Renault SA and PSA
Peugeot-Citroën SA.

Renault’s French registrations in
August rose 11% year-on-year, while
Peugeot’s rose 17%. However, sales
of Renault branded cars rose only
3.7%, while those of low-budget vehi-
cles made by its Romanian subsid-
iary Dacia surged 62%.

CORPORATE NEWS

By Alessandro Torello

BRUSSELS—Belgian investment
firm RHJ International SA has pre-
sented an improved offer for a 50.1%
stake in General Motors Co.’s Euro-
pean unit, Adam Opel GmbH.

Brussels-based RHJ increased
its cash offer to Œ300 million ($431
million) from Œ275 million, while
lowering a request for state guaran-
tees to Œ3.2 billion from Œ3.8 billion,
an Opel spokesman said Tuesday.

The new offer is an improvement
from the original one in financial
terms, but it doesn’t change RHJ’s
business plans for Opel, the spokes-
man said. The company would lay off
about 9,900 people, but it wouldn’t
close plants in Germany or the U.K.

RHJI is competing to buy the
Opel stake with Canadian auto parts
supplier Magna International Inc.,
which acts in a consortium with Rus-

sian savings bank OAO Sberbank
and auto maker OAO Gaz.

Germany has lobbied hard to
preserve the 25,000 Opel jobs in
the country. Many German politi-
cians, including Chancellor Angela
Merkel, have openly backed a sale
to the Magna consortium, which is
seen as more likely to keep jobs in
Germany, and the issue has become
politically charged ahead of elec-
tions later this month.

The government has offered to
make available as much as Œ4.5 bil-
lion in state-backed guarantees to
the winning bidder, and it has al-
ready agreed to give Œ1.5 billion in
bridge financing to Opel.

Meanwhile, GM’s new board of di-
rectors is skeptical about the terms
of the Magna proposal and has asked
GM executives to review all options,
including keeping Opel, according to
people familiar with the matter.

By Yoshio Takahashi

And Nikhil Gulati

Japan’s domestic auto sales rose
for the first time in 13 months in Au-
gust, as government purchasing in-
centives boosted demand for fuel-ef-
ficient vehicles, an industry body
said Tuesday.

Recovering sales in the world’s
third-largest auto market are the lat-
est positive sign for Japanese auto
makers. They mostly reported im-
proved earnings for the April-July
quarter amid government initia-
tives in key markets.

Auto sales in Japan rose 2.3% in
August from a year earlier to
198,265 vehicles, as Toyota Motor

Corp.’s sales increased for the first
time in 13 months and Honda Motor
Co.’s sales increased for the second
consecutive month, the Japan Auto-
mobile Dealers Association said.

The increase follows gradually
narrower declines in sales over the
past five months.

Meanwhile, India joined Japan in
posting higher auto sales. Maruti Su-
zuki India Ltd., Hyundai Motor Co.,
Tata Motors Ltd. and Hero Honda
Motors Ltd. said that August sales
rose in India amid easing loan rates.

Auto sales in India, which
showed little growth last year amid
the economic slowdown, have been
on an uptrend since February after
banks cut lending rates.

Auto sales in Japan climbed for
first time in 13 months in August

By Jacob Gronholt-Pedersen

MOSCOW—Russian oil producer
OAO Rosneft on Tuesday posted a
63% drop in second-quarter net
profit as global oil prices slumped
from year-earlier levels, but the
company narrowly beat forecasts
and projected strong full-year re-
sults for key targets.

Net profit for the three months
ended June 30 fell to $1.61 billion
from $4.31 billion a year earlier. Ana-
lysts polled by Dow Jones News-
wires had estimated, on average,
net profit of $1.6 billion.

Revenue fell 48% to $10.95 bil-
lion from $21.13 billion.

Earnings before interest, taxes,
depreciation and amortization, or
Ebitda, fell by nearly half to $3.57 bil-
lion from a year earlier, but rose 54%
from the first quarter.

Along with international peers,
Russian oil majors have seen profit
margins rise as oil prices have
climbed from low levels at the begin-
ning of the year and export duties
have fallen.

But London-listed Rosneft’s net
profit for the second quarter was
about 20% lower than in the Janu-
ary-to-March period, because of a
higher effective income-tax rate and

a strengthening of the ruble, which
triggered a foreign-exchange loss of
$391 million, the company said.

Rosneft increased its crude-oil
output by 0.5% in the quarter. The
company said it expects to raise pro-
duction in the year’s second half by
between 5% and 6% compared with
the first six months. Overall produc-
tion is likely to rise 2% this year to
average about 2.2 million barrels a
day, because of increased volumes
from the giant Vankor field in East-
ern Siberia, Rosneft said.

Vankor, which was launched last
month, has reached daily produc-
tion of 130,000 barrels and is ex-
pected to increase its daily output to
220,000 barrels by the end of the
year, Rosneft said.

“In terms of our main targets—re-
financing of debt and maintaining
production growth and positive
cash flow—2009 will prove a good
year,” Rosneft Chief Financial Of-
ficer Peter O’Brien said.

The company, which accumu-
lated massive debt after buying up
assets from bankrupt rival OAO Yu-
kos in 2007, said it reduced net debt
by $2.11 billion in the first six
months of 2009 to $19.18 billion.

Rosneft shares fell 1.2% to $6.37
in London Tuesday.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/25 SAR 5.60 18.2 NS NS
EFG-Hermes Telecom OT EQ BMU 07/31 USD 29.36 14.5 –10.6 –7.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 08/28 USD 322.46 31.3 4.8 4.8
Sel Emerg Mkt Equity GL EQ GGY 08/28 USD 187.25 42.9 –12.6 –10.4
Sel Euro Equity EUR US EQ GGY 08/28 EUR 92.66 23.1 –19.0 –22.2
Sel European Equity EU EQ GGY 08/28 USD 176.45 28.3 –21.2 –19.2
Sel Glob Equity GL EQ GGY 08/28 USD 179.45 24.9 –20.1 –18.1
Sel Glob Fxd Inc GL BD GGY 08/28 USD 137.61 6.7 –3.3 –1.6
Sel Pacific Equity AS EQ GGY 08/28 USD 131.24 45.2 –6.8 –8.2
Sel US Equity US EQ GGY 08/28 USD 115.89 15.0 –22.9 –16.3
Sel US Sm Cap Eq US EQ GGY 08/28 USD 161.70 23.7 –23.5 –17.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/31 EUR 25.79 –1.7 –44.3 –47.0
MP-TURKEY.SI OT OT SVN 08/31 EUR 30.89 58.2 –17.3 –20.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 08/31 EUR 3.09 47.1 –56.6 –42.2
Parex Eastern Europ Bal OT OT LVA 08/31 EUR 12.55 46.3 –8.5 –4.9
Parex Eastern Europ Bd EU BD LVA 08/31 USD 13.46 54.4 –4.2 0.4
Parex Russian Eq EE EQ LVA 08/31 USD 16.31 88.3 –31.7 –19.9

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 09/01 USD 150.06 35.3 –8.7 –16.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/01 USD 143.21 34.5 –9.4 –17.3
PF (LUX)-Biotech-Pca OT EQ LUX 08/31 USD 282.99 –0.7 –22.6 –5.9
PF (LUX)-CHF Liq-Pca CH MM LUX 08/31 CHF 124.21 0.2 0.3 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/31 CHF 93.75 0.2 0.3 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/31 USD 101.79 25.2 –3.6 –9.2
PF (LUX)-East Eu-Pca EU EQ LUX 08/31 EUR 255.41 91.3 –28.5 –24.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/01 USD 446.69 46.8 –16.6 –15.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/31 EUR 93.82 22.7 –15.4 –18.2
PF (LUX)-EUR Bds-Pca EU BD LUX 08/31 EUR 381.20 2.1 5.0 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/31 EUR 290.09 2.1 5.0 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/31 EUR 142.76 14.3 9.3 4.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/31 EUR 100.36 14.3 9.3 4.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/31 EUR 131.73 46.1 –1.4 –4.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/31 EUR 76.37 46.1 –1.3 –4.0
PF (LUX)-EUR Liq-Pca EU MM LUX 08/31 EUR 135.83 0.9 1.8 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/31 EUR 97.89 0.9 1.8 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/31 EUR 102.38 0.5 1.5 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/31 EUR 101.01 0.5 1.5 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/31 EUR 371.93 21.6 –19.9 –23.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/28 EUR 123.88 22.5 –15.0 –19.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/31 USD 229.44 21.1 13.3 9.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/31 USD 156.08 21.1 13.2 9.6
PF (LUX)-Gr China-Pca AS EQ LUX 09/01 USD 301.12 41.6 –2.0 –11.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/01 USD 304.60 59.0 –4.1 –10.0
PF (LUX)-Jap Index-Pca JP EQ LUX 09/01 JPY 9299.47 14.2 –21.5 –22.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/01 JPY 8151.53 11.7 –26.2 –27.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/01 JPY 7922.96 11.2 –26.6 –27.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/01 JPY 4606.97 17.3 –20.8 –22.1
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 08/31 USD 48.51 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/01 USD 236.64 49.5 –5.7 –8.9
PF (LUX)-Piclife-Pca CH BA LUX 08/31 CHF 763.39 10.7 –3.8 –6.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/31 EUR 56.30 27.5 –10.8 –17.4
PF (LUX)-Rus Eq-Pca OT OT LUX 08/31 USD 48.29 111.4 –33.2 NS
PF (LUX)-Security-Pca GL EQ LUX 08/31 USD 87.42 22.4 –10.0 –12.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/31 EUR 420.18 28.8 –18.1 –21.1
PF (LUX)-US Eq-Ica US EQ LUX 08/31 USD 93.52 14.5 –20.7 –13.3
PF (LUX)-USA Index-Pca US EQ LUX 08/31 USD 82.69 14.1 –19.1 –15.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/31 USD 511.17 –3.6 5.1 5.9
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/31 USD 375.09 –3.6 5.1 5.9

PF (LUX)-USD Liq-Pca US MM LUX 08/31 USD 130.97 0.6 1.1 2.2
PF (LUX)-USD Liq-Pdi US MM LUX 08/31 USD 85.52 0.6 1.1 2.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/31 USD 101.56 0.3 1.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/31 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 08/31 EUR 114.11 10.8 –17.4 –15.2
PF (LUX)-WldGovBds-Pca GL BD LUX 09/01 USD 165.03 0.1 9.6 8.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/01 USD 136.60 0.1 9.6 8.9

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/28 USD 11.39 45.3 –10.0 –10.8
Japan Fund USD JP EQ IRL 09/01 USD 17.15 16.7 14.5 –1.4
Polar Healthcare Class I USD OT OT IRL 08/28 USD 11.88 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/28 USD 11.88 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 07/31 USD 123.37 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6
Europn Conviction USD B EU EQ CYM 07/31 USD 129.28 2.4 15.2 10.4
Europn Forager USD B OT OT CYM 07/31 USD 201.50 12.6 4.4 –2.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 06/30 USD 171.84 3.6 5.7 1.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 08/26 USD 110.91 92.3 6.3 5.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/31 EUR 658.77 16.9 –18.6 NS
Core Eurozone Eq B EU EQ IRL 08/31 EUR 779.40 18.5 –14.8 NS
Euro Fixed Income A EU BD IRL 08/31 EUR 1197.72 5.8 –1.1 –2.7
Euro Fixed Income B EU BD IRL 08/31 EUR 1276.10 6.2 –0.5 –2.1
Euro Small Cap A EU EQ IRL 08/31 EUR 1114.54 31.5 –19.3 –25.5
Euro Small Cap B EU EQ IRL 08/31 EUR 1191.48 32.0 –18.8 –25.0
Eurozone Agg Eq A EU EQ IRL 08/31 EUR 610.92 22.9 –17.7 –21.5
Eurozone Agg Eq B EU EQ IRL 08/31 EUR 876.22 23.4 –17.2 –21.1
Glbl Bd (EuroHdg) A GL BD IRL 08/31 EUR 1338.72 11.8 4.6 2.0
Glbl Bd (EuroHdg) B GL BD IRL 08/31 EUR 1418.11 12.3 5.3 2.7
Glbl Bd A EU BD IRL 08/31 EUR 1070.54 9.2 7.8 1.3
Glbl Bd B EU BD IRL 08/31 EUR 1137.86 9.7 8.5 1.9
Glbl Real Estate A OT EQ IRL 08/31 USD 810.00 21.5 –26.3 –22.4
Glbl Real Estate B OT EQ IRL 08/31 USD 833.39 22.0 –25.9 –21.9
Glbl Real Estate EH-A OT EQ IRL 08/31 EUR 735.03 17.2 –28.1 –24.0
Glbl Real Estate SH-B OT EQ IRL 08/31 GBP 68.93 16.3 –28.9 –23.7
Glbl Strategic Yield A EU BD IRL 08/31 EUR 1451.36 28.4 –0.5 –0.8
Glbl Strategic Yield B EU BD IRL 08/31 EUR 1550.00 28.9 0.1 –0.2
Japan Equity A JP EQ IRL 08/31 JPY 12378.80 19.8 –19.7 –22.3
Japan Equity B JP EQ IRL 08/31 JPY 13167.41 20.3 –19.2 –21.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/31 USD 1966.35 52.9 –1.5 –9.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/31 USD 2094.33 53.5 –0.8 –9.4
Pan European Eq A EU EQ IRL 08/31 EUR 896.38 24.7 –17.1 –20.5
Pan European Eq B EU EQ IRL 08/31 EUR 953.64 25.2 –16.6 –20.0
US Equity A US EQ IRL 08/31 USD 798.02 19.3 –20.5 –15.8
US Equity B US EQ IRL 08/31 USD 852.71 19.8 –20.0 –15.3
US Small Cap A US EQ IRL 08/31 USD 1164.91 15.8 –24.3 –17.5
US Small Cap B US EQ IRL 08/31 USD 1245.50 16.3 –23.8 –17.0

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/01 EUR 13.59 –3.8 13.7 12.1
Asset Sele C H-CHF OT OT LUX 09/01 CHF 94.42 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/01 GBP 95.27 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/01 JPY 9479.93 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/01 NOK 108.94 –3.2 NS NS
Asset Sele C H-SEK OT OT LUX 09/01 SEK 136.54 –4.2 14.6 12.5
Asset Sele C H-USD OT OT LUX 09/01 USD 95.19 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/01 SEK 128.14 –4.2 NS NS
Choice Global Value -C- GL EQ LUX 09/01 SEK 69.88 16.1 –22.0 –25.2
Choice Global Value -D- OT OT LUX 09/01 SEK 66.95 16.1 –22.0 NS
Choice Global Value -I- OT OT LUX 09/01 EUR 6.06 24.6 –27.4 –27.8
Choice Japan Fd -C- OT OT LUX 09/01 JPY 50.57 12.5 –21.5 –23.8
Choice Japan Fd -D- OT OT LUX 09/01 JPY 45.47 12.5 –21.5 –23.8
Choice Jpn Chance/Risk JP EQ LUX 09/01 JPY 52.78 17.8 –25.1 –26.0
Choice NthAmChance/Risk US EQ LUX 09/01 USD 3.64 30.0 –24.1 –14.3
Ethical Europe Fd OT OT LUX 09/01 EUR 1.80 20.5 –24.0 –25.1
Europe 1 Fd OT OT LUX 09/01 EUR 2.58 23.5 –23.1 –25.0
Europe 3 Fd EU EQ LUX 09/01 EUR 3.77 23.4 –22.9 –25.0
Global Chance/Risk Fd GL EQ LUX 09/01 EUR 0.55 16.2 –19.6 –20.0
Global Fd -C- OT OT LUX 09/01 USD 1.96 17.9 –21.9 –18.3
Global Fd -D- OT OT LUX 09/01 USD 1.23 17.8 NS NS
Nordic Fd OT OT LUX 09/01 EUR 5.11 26.8 –11.5 –15.2

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/01 USD 6.47 42.9 –0.9 –12.0

Choice Asia ex. Japan -D- OT OT LUX 09/01 USD 1.14 42.9 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/01 EUR 10.43 –4.5 –2.6 0.9
Currency Alpha EUR -RC- OT OT LUX 09/01 EUR 10.34 –4.8 –3.0 0.5
Currency Alpha SEK -ID- OT OT LUX 09/01 SEK 96.99 –8.2 –6.5 NS
Currency Alpha SEK -RC- OT OT LUX 09/01 SEK 106.07 –4.8 –3.0 0.5
Generation Fd 80 OT OT LUX 09/01 SEK 7.40 15.9 –10.8 NS
Nordic Focus EUR NO EQ LUX 09/01 EUR 70.74 41.8 –15.8 NS
Nordic Focus NOK NO EQ LUX 09/01 NOK 75.80 41.8 –15.8 NS
Nordic Focus SEK NO EQ LUX 09/01 SEK 77.28 41.8 –15.8 NS
Russia Fd OT OT LUX 09/01 EUR 6.64 98.9 –28.2 –20.9

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/01 USD 1.65 19.1 –20.3 –16.6
Ethical Glbl Fd -C- OT OT LUX 09/01 USD 0.77 15.7 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/01 USD 0.75 25.7 –15.6 –16.5
Ethical Sweden Fd NO EQ LUX 09/01 SEK 38.84 40.9 6.7 –8.8
Index Linked Bd Fd SEK OT BD LUX 09/01 SEK 13.09 2.8 2.8 5.1
Medical Fd OT EQ LUX 09/01 USD 3.02 5.4 –15.5 –8.9
Short Medium Bd Fd SEK NO MM LUX 09/01 SEK 8.80 1.1 1.6 2.7
Technology Fd -C- OT OT LUX 09/01 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 09/01 USD 2.23 43.0 –8.9 –9.2
World Fd -C- OT OT LUX 09/01 USD 26.84 NS NS NS
World Fd -D- OT OT LUX 09/01 USD 2.04 27.0 –10.3 –10.5

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/01 EUR 1.27 0.1 0.1 1.4
Short Bond Fd EUR -D- OT OT LUX 09/01 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/01 SEK 21.94 1.8 1.8 2.8
Short Bond Fd USD US MM LUX 09/01 USD 2.49 –0.2 0.4 1.6

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/01 SEK 10.27 2.1 –0.8 0.6
Alpha Bond Fd SEK -B- NO BD LUX 09/01 SEK 8.89 2.1 –0.9 0.6
Alpha Bond Fd SEK -C- NO BD LUX 09/01 SEK 25.71 2.0 –1.0 0.5
Alpha Bond Fd SEK -D- NO BD LUX 09/01 SEK 8.01 2.0 –1.0 0.4
Alpha Short Bd SEK -A- NO MM LUX 09/01 SEK 11.08 2.5 2.6 3.3
Alpha Short Bd SEK -B- NO MM LUX 09/01 SEK 10.13 2.5 2.6 3.3
Alpha Short Bd SEK -C- NO MM LUX 09/01 SEK 21.66 2.4 2.5 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/01 SEK 8.20 2.4 2.5 3.1
Bond Fd SEK -C- NO BD LUX 09/01 SEK 42.33 1.9 9.8 6.2
Bond Fd SEK -D- NO BD LUX 09/01 SEK 12.29 1.9 9.9 5.7
Corp. Bond Fd EUR -C- EU BD LUX 09/01 EUR 1.23 12.3 4.5 1.7
Corp. Bond Fd EUR -D- EU BD LUX 09/01 EUR 0.94 12.4 4.6 1.5
Corp. Bond Fd SEK -C- NO BD LUX 09/01 SEK 12.15 13.1 0.8 0.5
Corp. Bond Fd SEK -D- NO BD LUX 09/01 SEK 9.19 13.1 0.9 0.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/01 EUR 103.53 –0.3 4.4 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/01 EUR 107.95 4.2 9.0 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/01 SEK 1107.32 4.2 9.0 NS
Flexible Bond Fd -C- NO BD LUX 09/01 SEK 21.33 2.3 5.6 4.5
Flexible Bond Fd -D- NO BD LUX 09/01 SEK 11.67 2.3 5.6 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/01 USD 2.29 48.7 –7.2 –9.4
Eastern Europe Fd OT OT LUX 09/01 EUR 2.34 36.9 –22.2 –21.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/01 SEK 25.35 51.0 7.7 –16.8
Eastern Europe SmCap Fd OT OT LUX 09/01 EUR 2.19 67.7 –22.1 –26.2
Europe Chance/Risk Fd EU EQ LUX 09/01 EUR 945.02 23.9 –26.1 –27.1
Listed Private Equity -C- OT OT LUX 09/01 EUR 119.13 44.6 NS NS
Listed Private Equity -IC- OT OT LUX 09/01 EUR 69.29 67.7 NS NS
Listed Private Equity -ID- OT OT LUX 09/01 EUR 67.26 63.0 NS NS
Nordic Small Cap -C- OT OT LUX 09/01 EUR 116.43 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/01 EUR 116.67 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/01 SEK 77.59 –3.1 –20.7 –13.7
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/01 EUR 99.17 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/01 SEK 99.22 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/01 USD 100.39 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/01 SEK 70.88 –3.1 –20.8 –15.0
Asset Sele Opp C H NOK OT OT LUX 09/01 NOK 99.71 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/01 SEK 98.75 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/01 EUR 99.50 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/01 GBP 99.48 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/01 SEK 99.47 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/01 EUR 100.29 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/01 GBP 100.47 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/01 GBP 100.30 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 08/20 USD 973.65 3.6 –37.6 –14.0

MENA Special Sits Fund OT OT BMU 07/30 USD 1066.11 9.8 NS NS
UAE Blue Chip Fund OT OT ARE 08/27 AED 5.87 28.0 –44.7 –16.1

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 08/28 EUR 29.37 3.6 –4.0 2.9
Bonds Eur Corp A OT OT LUX 08/28 EUR 22.69 9.4 5.0 1.1
Bonds Eur Hi Yld A OT OT LUX 08/28 EUR 19.07 43.5 –1.0 –5.4
Bonds EURO A OT OT LUX 08/31 EUR 40.93 3.7 9.3 5.6
Bonds Europe A OT OT LUX 08/31 EUR 39.28 3.7 8.7 4.8
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 08/31 USD 36.09 14.4 14.2 8.8
Bonds World A OT OT LUX 08/31 USD 41.97 5.4 9.8 9.5
Eq. China A OT OT LUX 08/31 USD 20.23 35.4 –1.9 –17.5
Eq. ConcentratedEuropeA OT OT LUX 08/31 EUR 25.28 22.7 –19.9 –21.3
Eq. Eastern Europe A OT OT LUX 08/31 EUR 19.35 46.4 –38.0 –30.3
Eq. Equities Global Energy OT OT LUX 08/31 USD 16.12 13.1 –33.6 –12.5
Eq. Euroland A OT OT LUX 08/31 EUR 10.03 9.4 –23.1 –23.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/31 EUR 16.41 19.5 –21.1 –18.1
Eq. EurolandFinancialA OT OT LUX 08/31 EUR 11.56 37.2 –16.3 –22.6
Eq. Glbl Emg Cty A OT OT LUX 08/28 USD 8.56 43.2 –14.1 –13.9
Eq. Global A OT OT LUX 08/31 USD 25.46 21.0 –16.6 –17.7
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 08/31 USD 25.42 21.6 6.8 4.8
Eq. Japan Sm Cap A OT OT LUX 08/31 JPY 1158.88 28.0 –6.1 –20.4
Eq. Japan Target A OT OT LUX 09/01 JPY 1844.07 17.8 0.2 –9.7
Eq. Pacific A OT OT LUX 08/31 USD 9.03 41.4 –8.3 –13.7
Eq. US ConcenCore A OT OT LUX 08/31 USD 20.06 23.5 –13.0 –10.4
Eq. US Lg Cap Gr A OT OT LUX 08/31 USD 13.85 28.4 –24.6 –13.9
Eq. US Mid Cap A OT OT LUX 08/31 USD 26.32 31.4 –19.7 –13.9
Eq. US Multi Strg A OT OT LUX 08/31 USD 19.74 23.5 –22.9 –16.3
Eq. US Rel Val A OT OT LUX 08/31 USD 19.32 24.4 –21.7 –19.9
Eq. US Sm Cap Val A OT OT LUX 08/31 USD 14.98 15.7 –34.6 –25.5
Eq. US Value Opp A OT OT LUX 08/31 USD 14.93 15.2 –33.2 –25.4
Money Market EURO A OT OT LUX 08/31 EUR 27.36 0.9 2.3 3.3
Money Market USD A OT OT LUX 08/31 USD 15.83 0.5 1.3 2.5

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 09/01 JPY 9509.00 10.5 –22.0 –29.7
YMR-N Japan Fund OT OT IRL 09/01 JPY 10416.00 10.3 –23.5 –28.2
YMR-N Small Cap Fund OT OT IRL 09/01 JPY 7538.00 17.5 –11.6 –27.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/01 JPY 6572.00 11.3 –25.5 –28.8
Yuki 77 Growth JP EQ IRL 09/01 JPY 6159.00 4.1 –31.0 –33.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/01 JPY 6847.00 9.7 –24.7 –29.3
Yuki Chugoku JpnLowP JP EQ IRL 09/01 JPY 8682.00 6.0 –17.9 –22.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/01 JPY 7268.00 7.4 –26.5 –30.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/01 JPY 4805.00 5.6 –30.0 –29.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/01 JPY 5555.00 5.2 –25.3 –23.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/01 JPY 5526.00 17.4 –11.7 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/01 JPY 4599.00 8.2 –32.3 –33.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/01 JPY 4929.00 9.7 –31.6 –33.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/01 JPY 6956.00 14.0 –26.1 –29.2
Yuki Mizuho Jpn Gen OT OT IRL 09/01 JPY 8866.00 10.5 –23.2 –30.1
Yuki Mizuho Jpn Gro OT OT IRL 09/01 JPY 6754.00 8.0 –21.7 –30.5
Yuki Mizuho Jpn Inc OT OT IRL 09/01 JPY 8081.00 1.6 –28.1 –26.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/01 JPY 5343.00 7.2 –25.5 –29.1
Yuki Mizuho Jpn LowP OT OT IRL 09/01 JPY 12850.00 13.4 –12.0 –19.5
Yuki Mizuho Jpn PGth OT OT IRL 09/01 JPY 8467.00 10.8 –26.5 –31.1
Yuki Mizuho Jpn SmCp OT OT IRL 09/01 JPY 7587.00 23.7 –10.8 –26.9
Yuki Mizuho Jpn Val Sel OT OT IRL 09/01 JPY 6033.00 16.2 –18.0 –24.9
Yuki Mizuho Jpn YoungCo OT OT IRL 09/01 JPY 3187.00 33.5 –10.5 –31.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/01 JPY 5085.00 13.0 –29.9 –32.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/01 JPY 5591.00 9.6 –24.7 –30.5

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 1300.11 34.2 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 07/31 USD 1355.14 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1752.69 0.7 –8.8 –4.4
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 07/31 USD 1687.07 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 946.07 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 07/31 EUR 99.19 0.8 –20.2 –11.9
D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 985.72 –1.0 –23.2 –15.4

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 08/21 USD 753.63 67.1 –46.5 –27.9

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 07/31 EUR 175.71 –18.2 –7.7 5.9
Horseman EmMkt Opp USD GL EQ USA 07/31 USD 176.92 –19.4 –9.8 4.9
Horseman EurSelLtd EUR EU EQ GBR 07/31 EUR 178.29 –14.8 –16.1 3.3
Horseman EurSelLtd USD EU EQ GBR 07/31 USD 184.87 –15.0 –16.6 3.1
Horseman Glbl Ltd EUR GL EQ CYM 07/31 USD 390.96 –20.6 –6.3 5.5
Horseman Glbl Ltd USD GL EQ CYM 07/31 USD 390.96 –20.6 –6.3 5.5

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 08/21 GBP 1.01 7.4 NS NS
Global Absolute EUR OT OT NA 08/21 EUR 1.49 8.1 NS NS
Global Absolute USD OT OT GGY 08/21 USD 1.90 7.7 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/21 EUR 83.53 9.4 NS –10.5
Special Opp Inst EUR OT OT CYM 08/21 EUR 78.74 9.7 NS –9.8
Special Opp Inst USD OT OT CYM 08/21 USD 89.26 10.6 NS –23.0

Special Opp USD OT OT CYM 08/21 USD 87.64 10.1 NS –8.7

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 08/21 CHF 106.88 7.1 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 08/21 GBP 126.98 7.8 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 08/21 USD 107.31 8.8 NS –0.8
GH FUND S EUR OT OT CYM 08/21 EUR 122.73 8.6 NS –1.8
GH FUND S GBP OT OT JEY 08/21 GBP 127.11 8.1 NS –1.1
GH Fund S USD OT OT CYM 08/21 USD 143.91 9.0 NS –0.3
GH Fund USD OT OT GGY 08/21 USD 263.50 8.1 NS NS
Hedge Investments OT OT JEY 08/21 USD 134.41 8.5 NS NS
Leverage GH USD OT OT GGY 07/31 USD 110.58 13.4 –23.1 –13.3
MultiAdv Arb CHF Hdg OT OT JEY 08/21 CHF 91.08 8.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 08/21 EUR 98.86 9.4 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 08/21 GBP 106.52 9.9 NS NS
MultiAdv Arb S EUR OT OT CYM 08/21 EUR 105.26 10.0 NS –7.3
MultiAdv Arb S GBP OT OT CYM 08/21 GBP 110.03 10.3 NS –7.1
MultiAdv Arb S USD OT OT CYM 08/21 USD 120.27 11.0 NS –6.0
MultiAdv Arb USD OT OT GGY 07/31 USD 184.08 9.1 –14.1 –9.7

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 08/21 EUR 97.57 10.0 NS –4.2
Asian AdvantEdge OT OT JEY 08/21 USD 179.02 10.5 NS NS
Emerg AdvantEdge OT OT JEY 08/21 USD 160.18 14.1 NS NS
Emerg AdvantEdge EUR OT OT JEY 08/21 EUR 89.20 13.6 NS –9.0
Europ AdvantEdge EUR OT OT JEY 08/21 EUR 126.99 10.2 NS NS
Europ AdvantEdge USD OT OT JEY 08/21 USD 134.62 10.3 NS NS
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 08/21 EUR 105.12 6.4 NS NS
Real AdvantEdge USD OT OT NA 08/21 USD 105.16 6.6 NS NS
Trading Adv JPY OT OT NA 08/21 JPY 9564.40 NS NS NS
Trading AdvantEdge OT OT GGY 08/21 USD 145.21 –4.3 NS NS
Trading AdvantEdge EUR OT OT GGY 08/21 EUR 132.08 –4.0 NS NS
Trading AdvantEdge GBP OT OT GGY 08/21 GBP 139.24 –4.3 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 07/31 EUR 191.78 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 06/30 EUR 151.17 1.4 –4.1 –1.0
Integrated Event Driven USD OT OT CYM 06/30 USD 82.54 0.3 –22.8 –11.0
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 85.01 –1.6 –14.8 –6.9
Integrated MultSt B USD OT OT VGB 06/30 USD 119.05 3.3 –16.3 –6.8
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.14 3.1 –5.3 –3.0

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 07/31 USD 132.39 30.8 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 08/28 USD 309.17 60.9 –46.9 –36.2
Antanta MidCap Fund EE EQ AND 08/28 USD 548.50 89.3 –56.8 –40.8
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1278.00 NS –13.7 –5.5

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 07/31 EUR 88.04 3.7 –9.1 NS
Key Europe Long/Short EUR -RC- OT OT LUX 07/31 EUR 87.47 3.4 –9.6 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 07/31 EUR 98.83 9.0 –0.2 NS
Key Hedge EUR-RC- OT OT LUX 07/31 EUR 98.22 8.7 –0.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 07/31 EUR 93.41 10.2 –3.3 NS
Key Market Independent II SEK -I- OT OT LUX 07/31 SEK 90.76 10.5 –3.5 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 07/31 EUR 85.18 7.0 –12.6 NS
Key Recovery -RC- OT OT LUX 07/31 EUR 84.64 6.7 –13.0 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 08/25 USD 42.86 –48.5 –16.3 4.4
Superfund GCT USD* OT OT LUX 08/25 USD 2200.00 –39.8 –16.4 3.9
Superfund Gold A (SPC) OT OT CYM 08/25 USD 857.77 –26.2 1.5 17.0
Superfund Gold B (SPC) OT OT CYM 08/25 USD 838.20 –37.8 –3.4 15.7
Superfund Q-AG* OT OT AUT 08/25 EUR 6460.00 –26.3 –7.8 6.3

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 07/31 EUR 1178.96 –8.9 –11.7 1.6
Winton Evolution GBP GL OT VGB 07/31 GBP 1160.26 –9.0 –11.4 2.4
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 07/31 USD 1148.31 –9.2 –12.0 1.5
Winton Futures EUR GL OT VGB 07/31 EUR 189.53 –7.9 –1.0 11.3
Winton Futures GBP GL OT VGB 07/31 GBP 204.27 –8.0 –0.5 12.6
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 13407.13 –9.2 –3.7 8.2
Winton Futures USD GL OT VGB 07/31 USD 671.62 –8.5 –1.7 11.2

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 07/31 USD 1350.04 3.2 3.2 2.6 –18.0 –7.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Commerzbank AG

Shares in Commerzbank AG
gained 3.6% after executives said
the German bank could return to a
profit next year and that it aims to
become the country’s leading invest-
ment bank. Commerzbank’s shares
have lagged behind those of rivals
such as Deutsche Bank AG since it
took billions of euros in state aid,
making Germany a minority share-
holder with roughly a 25% holding.
Chief Executive Martin Blessing
told the Financial Times that the
bank could be profitable next year.
The bank previously said it would re-
turn to a profit by 2011 at the latest.
In a separate interview in German
daily Handelsblatt, executive-board
member Michael Reuther said Com-
merzbank aims to become the top in-
vestment bank in Germany, ahead of
top performers such as Deutsche
Bank, Goldman Sachs Group Inc.
and Morgan Stanley.

Calculating pollution is hot job
Global warming and
green marketing spur
interest in profession

CORPORATE NEWS

San Miguel Corp.

San Miguel Corp. said its second-
quarter net profit rose sixfold from a
year earlier, primarily on gains from
asset sales as the company diversi-
fies into heavy industry. San Miguel,
the Philippines’ largest food and bev-
erage conglomerate by sales, said net
profit in the quarter ended in June
jumped to 52.92 billion pesos ($1.08
billion) from 8.69 billion pesos as
sales rose 5.7% to 42.93 billion pesos.
San Miguel completed the sale of its
beer brands and real-estate assets to
beer unit San Miguel Brewery Inc. for
38 billion pesos during the second
quarter and sold a 43.2% stake in
SMB to Kirin Holdings Co. of Japan
for 58.9 billion pesos.

—Compiled from staff
and wire service reports.

By Ana Campoy

Until a few years ago, Nuno da Sil-
va’s arcane occupation—profes-
sional pollution calculator—was of
little utility to the corporate world.

But in these days of global-warm-
ing worries and greener-than-thou
marketing, companies suddenly
can’t get enough of his services. Rev-
enue at the division he manages ex-
ploded 150% in 2008 and continues
to expand this year, despite the re-
cession. Since the beginning of
2008, he has added 13 people to his
staff, bringing the number of em-
ployees to 16.

“We used to be the environmental
geeks,” said Mr. da Silva, who over-
sees the U.S. division of a German en-
vironmental consulting company, PE
International. “Now we’re main-
stream.”

Concerns about greenhouse
gases and other environmental haz-
ards have spurred governments and
companies to try to reduce the envi-
ronmental impact of everything
from auto fuels to water bottles. The
first step is to assess the pollution
those products impose on the Earth.

Wal-Mart Stores Inc.’s most re-
cent environmental effort —a bid to
tag all of its products with informa-
tion about their environmental im-
pact—will forcehundreds of its suppli-

ers to inventory their pollution, which
many expect will create a boom for
the pollution-counting profession.

Enter the growing class of “pollu-
tion counters” like Mr. da Silva. Us-
ing computer models, they process
information about the energy and
resources consumed by making, us-
ing and disposing of a product. At
each stage, a product’s effects on
the soil, water and air are tracked to
come up with what is known as a
life-cycle assessment.

At chemical maker DuPont Co.,
the in-house group that does life-cy-
cle assessments has grown
from three members to 10
in the past six years.

AtNewBalance,aBoston-
based maker of sneakers and
athletic clothing, a “green
team” has begun calculating
the environmental cost of
the plastic soles used in the
company’s shoes as well as
the impact of shipping from
New Balance’s Asian facto-
ries. What the team has
found so far suggests that
the materials in the shoes, rather than
the trip from overseas, take the bigger
toll on the environment.

Although life-cycle assessments
have been around since the 1970s
and are fairly common in Europe,
the practice has taken off in the U.S.
only recently, industry experts say.

The first step in doing a life-cy-
cle assessment is collecting data
on the environmental impact of
the different processes involved,
from extracting raw materials to
transforming them in a factory.

Sometimes that means measuring
emissions from a smokestack or a
tailpipe, but the statistical infor-
mation often comes from data-
bases compiled by companies like
PE International.

Most serious counters abide by
guidelines from the Geneva-based
International Organization for Stan-
dardization. It is up to the assessor
to determine precisely what in a
product’s production to count and
what to leave out.

But no clear rules govern the as-
sessments, whose conclusions can

vary sharply. While several
organizations are trying to
come up with standards,
they don’t agree, and there
are no enforcement mecha-
nisms There is also nothing
to stop companies fromlook-
ing around for an assess-
ment that will favor their
products or points of view.

The American Christ-
mas Tree Association,
which represents compa-
nies that produce artificial

trees, says it did its best to make accu-
rate a life-cycle assessment that com-
pared its products to natural Christ-
mas trees. The assessment, which is
still being reviewed, found that an ar-
tificial tree was slightly more environ-
mentally friendly, mainly because
the biggest source of pollution for ei-
ther type of tree was consumers driv-
ing to get it, and consumers tend to re-
use artificial trees.

But the National Christmas Tree
Association, which represents tree
growers, disputes the findings. “It is

patently absurd to think that using a
nonbiodegradable, nonrenewable
product from a factory is somehow
more environmentally friendly than
buying a real tree,” said spokesman
Rick Dungey.

He pointed to a 2009 Christmas
tree life-cycle assessment by a differ-
ent pollution counter that found
that natural trees are better for the
environment unless an artificial
tree is reused for at least 20 years.

Robin Jenkins does assessments
for DuPont. To evaluate a potential
project to make ethanol out of corn
stalks, she talked to farmers, auto
makers and regulators. Her recom-
mendations included leaving half of
the stalks on the field to prevent soil
erosion, a practice the company
plans to adopt at a pilot plant it is
building in Tennessee.

But sometimes pollution
counters find that just doing a calcu-
lation has little effect. For example,
a life-cycle assessment done for the
consumer-products giant Unilever
found that smaller bottles of more-
concentrated laundry detergent
would save water, reduce packaging
material and cut greenhouse-gas
emissions from transportation.

But consumers continued to
choose bigger bottles, which they as-
sumed were a better value, said
Gavin Neath, senior vice president
of global communications and sus-
tainability at Unilever.

Only after Wal-Mart banned non-
concentrated detergents from its
shelves did Unilever make inroads
with its pollution-counter-ap-
proved product.

Walt Disney Co.

ESPN has secured the rights to
broadcast Europa League matches in
Britain. The network said Tuesday it
was awarded rights to the tourna-
ment formerly known as UEFA Cup
for three seasons. Walt Disney Co.’s
ESPN said it will serve as host broad-
caster in the U.K. for any live home
matches featuring British clubs that
it selects for broadcast. ESPN this
year significantly raised its profile in
Britain by acquiring the rights to
broadcast 46 games from England’s
Premier League this season. In the
Europa League, Scottish club Celtic
and English sides Everton and Ful-
ham are among the 48 clubs that
have reached the group stages. The
group matches start on Sept. 17.

Evraz posts loss as steel sales fall

Starbucks advances plans to expand in France

GLOBAL
BUSINESS

BRIEFS

Apple Inc.

Apple expected to update
its line of iPod devices

Apple Inc. is expected to unveil an
updated line of iPods as it aims to
boost slowing demand for the music
players. The Cupertino, Calif., com-
pany issued invitations to media and
analysts for a “special event” in San
Francisco on Sept. 9. The event will
be Apple’s first since Chief Executive
Steve Jobs returned from medical
leave in late June after a liver trans-
plant. It is unclear whether Mr. Jobs,
who hasn’t appeared in public since
October, will be present at the event.
An Apple spokesman declined to pro-
vide further details. The iPod’s sales
have slowed as more consumers
opted to buy the company’s iPhones.
Apple typically unveils its new lineup
of iPods every year around this time.

Nuno da Silva

By Alexander Kolyandr

MOSCOW—Russian steelmaker
Evraz Group SA said Tuesday it
plans to talk to its lenders to avoid
breaching debt covenants after it
posted a first-half net loss.

Evraz reported a net loss of
$987 million for the half, com-
pared with a year-earlier net profit
of $1.99 billion, as a change in ac-
counting policies triggered an
$833 million charge and demand
for steel shrank.

The company said it voluntarily
altered its accounting policy, result-
ing in the revaluation of fixed assets
and a higher depreciation charge.
Without these changes the net loss
would have been $166 million.

First-half revenue dropped 57%
to $4.64 billion from $10.72 billion,
while adjusted earnings before inter-

est, taxes, depreciation and amorti-
zation, or Ebitda, fell 87% to $468
million from $3.71 billion. The
Ebitda figure strips out asset impair-
ment, losses on disposal of prop-
erty, plant and equipment, as well as
foreign-exchange losses.

Evraz said that although it is cur-
rently in full compliance with its
debt covenants, it “intends to pro-ac-
tively approach lenders to address
potential covenant compliance is-
sues in relation to full-year results
for 2009.”

Like many other Russian compa-
nies, Evraz borrowed heavily when
global demand for steel and other
commodities was on the rise. How-
ever, as prices fell in the second half
of 2008, Evraz found it difficult to
service its debts, which totaled $7.78
billion at the end of the first half.

The company warned of a possi-

ble breach of its debt covenants in
July, and said it was considering sev-
eral alternatives, “including a
waiver from its lenders.”

Evraz said Tuesday that it ex-
pects results to improve in the sec-
ond half of the year. The company’s
Russian steel production has in-
creased since July, and there were
“positive pricing trends in our key
export markets, driven primarily by
robust demand from the emerging
economies of Asia, the Middle East
and North Africa,” said Chief Execu-
tive Alexander Frolov.

However, Mr. Frolov cautioned
that while the company’s Russian
mills are running at full capacity, its
international business units were
seeing “decreasing profitability”
and weak demand, particularly in
North America.

“At the first sight the loss is

shocking, mind-blowing,” Deutsche
Bank analyst Olga Okuneva said of
Evraz’s first-half results. However,
she said that the loss excluding the
changes in accounting policy
doesn’t appear to be as bad.

A heavy load
Russian steelmaker Evraz’s debt 
has slowly grown as it expands its 
operations. Debt, in billions
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By Mimosa Spencer

PARIS—Starbucks Corp.’s top in-
ternational executive said the chain
plans to continue expanding its mod-
est presence in France, after strik-
ing a deal to take full control of the
country’s operations.

In France, “there is a tremen-
dous opportunity because of the
availability [and] quality of real es-
tate for us to continue an aggressive
expansion path,” said head of inter-
national operations Martin Coles.
“We’re talking about an economy, a
population base and [economic]
growth every bit as good as a market
like the U.K.,” where the company op-

erates around 750 stores, he said.
U.S.-based Starbucks opened its

first French location in January
2004 and now operates more than
50 locations in and around Paris and
Lyon, employing about 800 people
in the country.

“I think we were worried initially
about whether there would be accep-
tance” of the chain in the country,
Mr. Coles said, amid a strong cafe
culture and predictions that the
French wouldn’t embrace an Ameri-
can chain. He said such worries
proved to be unfounded.

To take full control of its French
operations, Starbucks announced
plans Tuesday to swap shares with a

partner, Spanish-based Grupo Vips.
The two companies operate Star-
bucks chains in France, Spain and
Portugal under a 50-50 joint ven-
ture. Grupo Vips will operate Star-
bucks chains in Spain and Portugal
under franchise agreements.

“We are seeing in many markets
around the world that consumer con-
fidence is coming back from the
floor that it hit six months ago,” Mr.
Coles said Tuesday. He said that the
rebound in confidence wasn’t a fac-
tor in the company’s decision to take
over its French operations, although
“it appears that there’s been a softer
landing in France” than elsewhere.

Starbucks Managing Director of

France Philippe Sanchez said coffee
consumption habits are still evolv-
ing in the country. When Starbucks
first set up shop on the Avenue de
l’Opéra in Paris, 20% of drinks sales
were for take-away consumption.
Now that figure in France has
swelled to 70%, Mr. Sanchez said.

Adeline Fernandes, a 26-year-
old hotel receptionist in Paris, goes
to Starbucks twice a day and orders
chai tea. “I don’t like the French bras-
serie — you can go in to the same
place day after day and the waiter
will still look at you with a long
face,” she said. She said she devel-
oped the preference for Starbucks af-
ter living in the U.S. for two years.

T H E WA L L ST R E ET JO U R NA L . WEDNESDAY, SEPTEMBER 2, 2009 9

Gl High Yield I US BD LUX 08/31 USD 3.94 42.9 0.8 0.7
Gl Value A GL EQ LUX 08/31 USD 10.32 21.6 –25.2 –24.5
Gl Value B GL EQ LUX 08/31 USD 9.52 20.8 –25.9 –25.3
Gl Value I GL EQ LUX 08/31 USD 10.95 22.2 –24.6 –23.9
India Growth A - OT OT LUX 08/31 USD 105.59 NS NS NS
India Growth AX OT OT LUX 08/31 USD 92.22 59.6 1.3 –4.0
India Growth B - OT OT NA 08/31 USD 110.99 NS NS NS
India Growth BX OT OT LUX 08/31 USD 79.09 58.6 0.3 –4.9
India Growth I EA EQ LUX 08/31 USD 95.40 60.0 1.7 –3.7
Int'l Health Care A OT EQ LUX 08/31 USD 124.14 5.7 –16.5 –12.0
Int'l Health Care B OT EQ LUX 08/31 USD 105.06 5.0 –17.4 –12.8
Int'l Health Care I OT EQ LUX 08/31 USD 135.27 6.3 –15.9 –11.3
Int'l Technology A OT EQ LUX 08/31 USD 96.30 31.6 –17.5 –15.5
Int'l Technology B OT EQ LUX 08/31 USD 83.73 30.8 –18.3 –16.3
Int'l Technology I OT EQ LUX 08/31 USD 107.69 32.3 –16.8 –14.8
Japan Blend A JP EQ LUX 08/31 JPY 6187.00 15.3 –23.6 –24.4
Japan Growth A JP EQ LUX 08/31 JPY 6031.00 8.4 –24.7 –24.9
Japan Growth I JP EQ LUX 08/31 JPY 6189.00 9.0 –24.1 –24.3
Japan Strat Value A JP EQ LUX 08/31 JPY 6277.00 21.7 –23.3 –24.5
Japan Strat Value I JP EQ LUX 08/31 JPY 6427.00 22.4 –22.7 –23.9
Real Estate Sec. A OT EQ LUX 08/31 USD 13.14 23.1 –21.7 –20.3

Real Estate Sec. B OT EQ LUX 08/31 USD 12.05 22.3 –22.5 –21.1
Real Estate Sec. I OT EQ LUX 08/31 USD 14.09 23.8 –21.0 –19.6
Short Mat Dollar A US BD LUX 08/31 USD 7.08 7.5 –2.1 –8.3
Short Mat Dollar A2 US BD LUX 08/31 USD 9.43 7.6 –2.0 –8.3
Short Mat Dollar B US BD LUX 08/31 USD 7.08 7.2 –2.5 –8.7
Short Mat Dollar B2 US BD LUX 08/31 USD 9.40 7.3 –2.4 –8.7
Short Mat Dollar I US BD LUX 08/31 USD 7.08 7.9 –1.5 –7.7

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 08/31 GBP 7.48 12.3 –9.4 –8.9
Andfs. Borsa Global GL EQ AND 08/31 EUR 5.99 3.2 –25.0 –20.9
Andfs. Emergents GL EQ AND 08/31 USD 14.55 45.5 –14.3 –11.7
Andfs. Espanya EU EQ AND 08/31 EUR 13.02 20.3 –5.9 –12.1
Andfs. Estats Units US EQ AND 08/31 USD 13.63 11.8 –22.7 –16.1
Andfs. Europa EU EQ AND 08/31 EUR 7.37 13.7 –16.7 –18.3

Andfs. Franca EU EQ AND 08/31 EUR 9.04 9.1 –19.0 –20.3

Andfs. Japo JP EQ AND 08/31 JPY 511.78 16.8 –19.6 –21.2

Andfs. Plus Dollars US BA AND 08/31 USD 9.03 7.1 –9.8 –7.6

Andfs. RF Dolars US BD AND 08/31 USD 11.08 8.4 –1.9 –0.6

Andfs. RF Euros EU BD AND 08/31 EUR 10.56 17.9 –0.1 –2.8

Andorfons EU BD AND 08/31 EUR 14.03 17.6 –1.3 –5.3

Andorfons Alternative Premium OT OT AND 07/31 EUR 95.97 3.4 –16.6 –9.1

Andorfons Mix 30 EU BA AND 08/31 EUR 9.13 12.7 –12.9 –11.5

Andorfons Mix 60 EU BA AND 08/31 EUR 8.71 7.1 –22.5 –18.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 08/21 USD 208894.77 54.9 –3.4 –5.2

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 09/01 EUR 9.17 –5.2 –7.7 –2.9

DJE-Absolut P GL EQ LUX 09/01 EUR 189.19 7.9 –11.1 –10.6

DJE-Alpha Glbl P EU BA LUX 09/01 EUR 164.72 7.1 –8.7 –7.9
DJE-Div& Substanz P GL EQ LUX 09/01 EUR 197.87 13.1 –5.9 –8.2
DJE-Gold&Resourc P OT EQ LUX 09/01 EUR 146.81 12.3 –7.7 –3.7
DJE-Renten Glbl P EU BD LUX 09/01 EUR 127.75 6.7 5.5 2.5
LuxPro-Dragon I AS EQ LUX 09/01 EUR 133.94 44.3 6.0 –10.4
LuxPro-Dragon P AS EQ LUX 09/01 EUR 130.56 43.9 5.4 –11.5
LuxTopic-Aktien Europa EU EQ LUX 09/01 EUR 16.63 16.1 –0.5 –4.6
LuxTopic-Pacific AS EQ LUX 09/01 EUR 14.01 54.8 –15.8 –17.5

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 39.98 15.6 –31.3 –11.3
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 22.51 7.4 –41.0 –12.4
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DBS taps Gupta as CEO
Citigroup executive
to lead bank recovery
from financial crisis

Citigroup sale of Japan unit
draws private-equity interest

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

As Citigroup’s chief executive for Southeast Asia/Pacific, Piyush Gupta, shown
here in March, has experience in markets that DBS has targeted for expansion.

China to lift fuel prices,
but less than market rise

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

By Patricia Kowsmann

SINGAPORE—DBS Group Hold-
ings Ltd. named Piyush Gupta, Citi-
group Inc.’s chief executive for
Southeast Asia/Pacific, as its new
chief executive officer.

DBS, Southeast Asia’s largest
bank by assets, has been without a
CEO since the death of Richard Stan-
ley in April.

Mr. Gupta, a 49-year-old India na-
tive based in Singapore, will take
over in November, the bank said in a
statement. He couldn’t be reached
for comment.

“Piyush is strategic, yet detail-
oriented, and has the ability to nur-
ture high-performing teams,” DBS
Chairman Koh Boon Hwee said. “We
are confident that he will help to
strengthen our franchise and grow
our footprint in Asia.”

Mr. Koh has been overseeing the
bank’s operations since Mr. Stanley
was diagnosed with leukemia in Jan-
uary. Mr. Stanley was also a former
Citigroup executive.

According to analysts, Mr. Gup-
ta’s experience in running a big bank
in Southeast Asia is likely the reason
he was chosen by DBS, which is ex-
panding in the region. Currently,
90% of its earnings come from Sin-
gapore and Hong Kong.

“Gupta has a massive amount of
experience in markets DBS wants to
expand into,” said Royal Bank of
Scotland analyst Trevor Kalcic. “Of
course, his immediate challenge will
be driving the bank through the fi-
nal stages of the crisis. DBS is doing
well, so it shouldn’t be hard, but no-
body is out of the woods yet.”

Although DBS and other Asian
banks have weathered the crisis bet-
ter than Western peers due to lower
exposure to toxic assets and strong
balance sheets, the banks have been
facing rising bad-debt charges.

Last month, DBS reported a 15%
fall in second-quarter net profit to
552 million Singapore dollars

(US$383 million), as its nonperform-
ing loan ratio rose to 2.8% at the end
of June from 2% at end-March.

DBS’s Tier 1 ratio stood at 12.6%
as at end-June, following a S$4 bil-
lion rights issue late last year.

“DBS has a massive amount of
capital, and it will be interesting to
see what Gupta will do with it,” Mr.
Kalcic said.

According to people familiar
with the situation, DBS Group is
among six financial institutions that
have entered a second round of bid-
ding for ING Groep NV’s Swiss and
Asian private banking assets.

DBS has said it will look at acqui-
sition opportunities, although its fo-
cus will be on organic growth.

At Citigroup, Mr. Gupta cur-
rently oversees all operations, in-
cluding wealth management, in Sin-
gapore, Malaysia, Philippines, Indo-
nesia, Thailand, Vietnam, Brunei,
Australia, New Zealand and Guam.

He has also worked as country
manager for Citigroup in Singapore,
Indonesia and Malaysia. He has
been with the bank since 1982.

“This appointment should re-

move a key overhang for the stock in
the near term and should prove to
be a catalyst,” JP Morgan said in a
note.

DBS shares rose 0.6% to S$12.72
Tuesday in Singapore, while the
Straits Times Index was roughly
flat.

By Alison Tudor

TOKYO—Citigroup Inc.’s sale of
a Japanese call center has attracted
interest from deal-starved private-
equity firms in Japan in the first
round of an auction that closed on
Tuesday, people familiar with the
matter said.

The firms expected to fight for
the business, which could fetch
$1 billion or more, include Kohlberg
Kravis Roberts & Co., Permira Ad-
visers, Blackstone Group and Bain
Capital, the people said. Blackstone
and Permira already have submitted
bids, some said.

Citigroup has raised about
$8.9 billion from asset sales in Ja-
pan in the past three months, as the
U.S. financial-services giant seeks
to bolster its capital base.

The sale of the Tokyo call center,
Bellsystem24 Inc., was put off until
debt-market conditions improved.
The call center has little debt and
strong cash flow, so it is likely to be
particularly attractive to private-eq-
uity firms, which leverage assets
and the use the cash generated by
the business to pay down debt.

Japan’s biggest banks have re-
cently recapitalized and are more
willing to finance the occasional
deal, observers have said.

Large buyouts are unusual in Ja-
pan, because company managers
tend to regard themselves more as
caretakers of assets for future gener-
ations than as custodians of share-
holder value. So the sale could pro-
vide a rare opportunity for some of
the biggest private-equity firms in

the world, which have been strug-
gling to seal lucrative deals in Japan.

Goldman Sachs Japan Ltd. and
Citigroup’s investment-banking
arm in Japan, Nikko Citigroup, are
handling the sale.

KKR is being advised by Bank of
America Corp. and Morgan Stanley,
Permira by J.P. Morgan Securities
Japan Co. and Bain by UBS AG.

Key considerations for the bid-
ders when valuing the company will
be how much capital expenditure it
needs and its client base.
 —Tor Ching Li

contributed to this article.
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By Sherry Su

LONDON—China will increase gas-
oline and diesel prices by 300 yuan
($43.92) a metric ton effective
Wednesday, its sixth fuel-price adjust-
ment this year, the National Develop-
ment and Reform Commission said.

This equals an increase of about
4% to 5% over current average gaso-
line and diesel retail ceiling bench-
marks of 7,310 yuan and 6,570 yuan a
ton, according to Dow Jones News-
wires calculations. The increase is
far less than the 12% rise seen in the
NDRC’s benchmark pricing basket.

China also will raise the bench-
mark ex-factory price of No. 3 jet ker-
osene by 300 yuan per ton to 5,070
yuan per ton, the NDRC said in a
statement on its Web site Tuesday.

The price increases come despite
increasing concerns about inflation
voiced by the NDRC in a statement
last week. Such concerns may help
explain why the increases were at
the low end of analysts’ expecta-
tions. China’s fuel-pricing system in-
troduced at the start of this year
links domestic rates to changes in in-
ternational crude prices.

Increases in local fuel retail prices
would help the country’s main refin-
ers, including China Petroleum &

Chemical Corp. and PetroChina Co.,
because they would demonstrate the
government’s commitment to a fuel-
pricing mechanism that guarantees
profit margins for the refiners, said
Qiu Xiaofeng, an oil analyst with
China Merchants Securities.

But more costly auto fuel may
curb demand at a time when fuel
stocks held by the two oil giants have
remained quite high, analysts said.

Under the oil-product pricing
mechanism adopted at the beginning
of the year, the window for the fuel-
price adjustments opened last
Wednesday, 22 working days after
the last price adjustment on July 29.
Domestic fuel prices may be adjusted
when the moving average of a basket
of international crude grades changes
by more than 4% over a period of 22
working days. The crude basket in-
cludes ICE Brent, the Middle East’s
Dubai and Indonesia’s Cinta. Since
July 29, that basket has risen 12%.

In a statement Thursday, the
agency ordered local pricing bureaus
to stabilize key commodity prices in
the lead-up to the country’s 60th Na-
tional Day celebrations in early Octo-
ber, and added that they should be
“cautious” in implementing any
price rises.  —Jing Yang

contributed to this article.

The sale of the
Tokyo call center,
Bellsystem24 Inc.,
could fetch $1 billion.

HONG KONG—Shanghai Indus-
trial Holdings Ltd., the investment
arm of the Shanghai municipal gov-
ernment, said first-half net profit
rose 6.7% because of stronger contri-
butions from its toll-road operations.

Shanghai Industrial Chairman
Teng Yilong said the conglomerate
is buying land and toll roads and
hopes the deals can “yield some re-
sults before the end of this year.” It
is buying two toll roads in China’s
Anhui and Jiangsu provinces, he
said at a news conference Tuesday.

The company has disposed of
noncore assets over the past few
months to focus on infrastructure
and property. It has nearly com-
pleted its sales of noncore opera-
tions, Mr. Teng said.

Shanghai Industrial said first-
half net profit was $1.4 billion Hong
Kong dollars (US$180.6 million), up
from HK$1.32 billion a year earlier.
Revenue fell 18% to HK$5.58 billion
from HK$6.77 billion.

The company, which is listed on
the Hong Kong stock exchange, re-
cently agreed to sell its remaining
30.176% stake in Bright Dairy & Food
Co. for 1.55 billion yuan ($226.9 mil-
lion) and to sell its entire 8.2% stake
in Semiconductor Manufacturing In-
ternational Corp. for HK$1.1 billion.

Shanghai gains
from toll roads
as earnings rise
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U.S. bailouts yield returns despite risk
Government has collected billions of dollars on taxpayer-funded rescue efforts, but potential for big losses remains

ECONOMY & POLITICS

By Jon Hilsenrath

U.S. taxpayers are getting a re-
ward for the trillions of their dollars
authorities put at risk in a bid to save
the financial system. But they still
face big potential losses from the res-
cue effort, which will remain on the
government’s books for many years.

The government has collected bil-
lions since late last year from various
rescue efforts, including dividends
paid by banks receiving government
capital, interest on mortgage-
backed securities owned by the Fed-
eral Reserve and payments the Fed-
eral Deposit Insurance Corp. gets for
guaranteeing bank-issued debt.

The total is in the neighborhood
of $30 billion, though it is hard to at-
tach a firm figure because each insti-
tution has a different way of count-
ing. The Federal Reserve has more
than $16 billion in net income for
the first half of the year, over half of
which is from various rescue efforts.
The FDIC got over $9 billion for debt
guarantees, and the Treasury has
more than $9 billion in collections
on rescue income.

The government didn’t set out to
turn a profit; it set out to prevent
the collapse of the financial system
and the damage that would have
caused to the economy. Moreover,
the government’s earnings are mi-
nuscule, compared with the im-
mense budget deficits, which will
hit $1.6 trillion for this year, that the
government is running.

The Treasury is sitting on some
very large risks, including $248.8 bil-
lion in investments to banks and
American International Group Inc.
that haven’t yet been paid back, and
many of those banks are in a weaker
position than those that have re-
turned their Troubled Asset Relief

Program money. It also has nearly
$80 billion in investments outstand-
ing to the still-troubled auto sector.
And the Congressional Budget Of-
fice estimates that putting Fannie
Mae and Freddie Mac, the two mort-
gage-finance firms, under govern-

ment control will cost taxpayers
$291 billion this year.

Still, profits earned in recent
months on the government’s inter-
vention in the financial system sug-
gest that the worst fears of mas-
sive losses from the rescues might

not materialize.
“It is not a bad return for all of

the extra added benefits [of stabiliz-
ing the financial system],” said John-
Patrick O’Sullivan, a senior banking
analyst at SNL Financial, a research
firm specializing in banks.

Mr. O’Sullivan tracked the banks
that received capital injections from
the Treasury and have paid them
back. He found that 34 firms had so
far paid back $70.1 billion of TARP
money. In addition, they paid $5 bil-
lion in dividends and for the redemp-
tion of stock warrants,which the Trea-
sury demanded in exchange for its in-
vestments. Dividend and warrant pay-
ments from those firms worked out
to a 7% annualized rate of return for
the government on its investments,
he estimated. In all, the Treasury
says, it has received $9.5 billion in div-
idend and warrant payments.

Linus Wilson, an assistant profes-
sor at the University of Louisiana at
Lafayette, estimated that the Trea-
sury is also sitting on $14 billion in un-
realized paper profits at Citigroup
Inc. and $2.5 billion in paper profits
at Bank of America Corp., whose
share prices rallied after getting capi-
tal and broad guarantees against
losses from the Fed and the Treasury.

The Federal Reserve earned
$16.4 billion during the first six
months of the year, even after ac-
counting for a $5 billion drop in the
market value of its holdings of as-
sets from AIG and Bear Stearns Cos.,
it said. That included $4.6 billion in
interest on holdings of mortgage-
backed securities, $3.7 billion on in-
terest in commercial-paper loans to
individual companies and $1.9 bil-
lion on loans to other central banks.

On a portfolio that averaged $2.1
trillion, the net income in the first
half of the year amounted roughly to
a 1.5% annualized return, not a large
return, but more than what the Fed

would have earned had it put the
same sum in short-term Treasury
bills.

“The money-market mutual-
fund industry would have loved to
have earned one [percent] and
change on its two trillion in assets,”
said Lou Crandall, economist with
Wrightson ICAP, a Wall Street fixed-
income research firm.

Still, the government is making
trade-offs between risk and return.
The Fed’s purchases of mortgage-
backed securities are one example.
Mr. Crandall estimates the Fed will
rake in $50 billion a year on its port-
folio of mortgage securities by next
year. Right now, the Fed can fund
that with extremely cheap money—it
borrows from banks for next to zero.

But if interest rates start to rise
because of inflation worries, the

Fed’s own funding costs could rise
and reduce the value of its mortgage
portfolio. It could also be forced to
sell mortgage-backed securities at a
loss in the future.

The FDIC is juggling its own mix
of risk and return. It has collected
$9.3 billion in fees from banks that
have issued government-guaran-
teed debt since last October. So far,
it hasn’t paid out any funds on the
debt-guarantee program, but it has
$306.8 billion of exposure. More-
over, it faces losses of more than $21
billion on 84 bank failures so far this
year, already exceeding all of last
year’s losses.

$386BILLION

BANK DEBT GUARANTEES AND LOSS-SHARE AGREEMENTS
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$9.3BILLION

GUARANTEE FEES

FDIC

$248.8BILLION

TARP INVESTMENTS IN BANKS AND AIG

$9.5BILLION

DIVIDENDS AND 
ASSESSMENTS

Treasury

$2.107TRILLION

VARIOUS ASSETS

$16.4BILLION

2009 NET INCOME
THROUGH JUNE

Federal Reserve

Includes $745 billion in Treasury securities, $623 billion in 
mortgage-backed securities, and $739 billion in other assets including 
commercial paper loans, swaps with other central banks and direct loans 
to AIG and banks

More than half from various 
rescue efforts

Treasury Secretary 
Geithner and Fed 
Chairman Bernanke 
testify before 
Congress in March

RETURN RISKBig 
portfolio
U.S. rescue
efforts are
racking up
returns for now,
but risks loom large. 

The government’s
earnings are small,
compared with the
budget deficits.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/31 USD 9.52 16.0 –20.6 –18.9

Am Blend Portfolio I US EQ LUX 08/31 USD 11.18 16.5 –20.0 –18.3
Am Growth A US EQ LUX 08/31 USD 27.59 20.5 –9.8 –9.5
Am Growth B US EQ LUX 08/31 USD 23.28 19.7 –10.7 –10.4
Am Growth I US EQ LUX 08/31 USD 30.50 21.1 –9.1 –8.7
Am Income A US BD LUX 08/31 USD 8.13 18.3 5.7 4.0
Am Income A2 US BD LUX 08/31 USD 18.00 18.3 5.6 4.0
Am Income B US BD LUX 08/31 USD 8.13 17.6 4.8 3.2
Am Income B2 US BD LUX 08/31 USD 15.55 17.7 4.9 3.3
Am Income I US BD LUX 08/31 USD 8.13 18.8 6.4 4.6
Am Value A US EQ LUX 08/31 USD 7.94 10.1 –16.2 –17.9
Am Value B US EQ LUX 08/31 USD 7.33 9.2 –17.1 –18.7
Am Value I US EQ LUX 08/31 USD 8.52 10.6 –15.6 –17.2
Asian Technology A OT EQ LUX 08/31 USD 13.31 52.1 –0.4 –11.8
Asian Technology B OT EQ LUX 08/31 USD 11.68 51.1 –1.4 –12.7
Asian Technology I OT EQ LUX 08/31 USD 14.80 52.9 0.3 –11.1
Emg Mkts Debt A GL BD LUX 08/31 USD 14.65 32.9 7.1 5.9
Emg Mkts Debt A2 GL BD LUX 08/31 USD 18.51 33.0 7.2 6.0
Emg Mkts Debt B GL BD LUX 08/31 USD 14.65 32.0 6.0 4.9
Emg Mkts Debt B2 GL BD LUX 08/31 USD 17.89 32.1 6.2 5.0
Emg Mkts Debt I GL BD LUX 08/31 USD 14.65 33.3 7.7 6.5
Emg Mkts Growth A GL EQ LUX 08/31 USD 28.55 42.5 –21.0 –16.0

Emg Mkts Growth B GL EQ LUX 08/31 USD 24.28 41.6 –21.8 –16.8
Emg Mkts Growth I GL EQ LUX 08/31 USD 31.57 43.2 –20.4 –15.3
Eur Growth A EU EQ LUX 08/31 EUR 6.55 17.6 –20.5 –21.4
Eur Growth B EU EQ LUX 08/31 EUR 5.91 16.8 –21.3 –22.2
Eur Growth I EU EQ LUX 08/31 EUR 7.12 18.1 –19.9 –20.8
Eur Income A EU BD LUX 08/31 EUR 6.34 31.2 4.5 0.5
Eur Income A2 EU BD LUX 08/31 EUR 12.09 31.3 4.4 0.5
Eur Income B EU BD LUX 08/31 EUR 6.34 30.7 3.7 –0.2
Eur Income B2 EU BD LUX 08/31 EUR 11.27 30.6 3.7 –0.2
Eur Income I EU BD LUX 08/31 EUR 6.34 31.7 5.1 1.1
Eur Strat Value A EU EQ LUX 08/31 EUR 8.15 17.1 –25.1 –26.6
Eur Strat Value I EU EQ LUX 08/31 EUR 8.33 17.8 –24.4 –25.9
Eur Value A EU EQ LUX 08/31 EUR 8.70 19.5 –20.0 –23.7
Eur Value B EU EQ LUX 08/31 EUR 8.03 18.6 –20.7 –24.5
Eur Value I EU EQ LUX 08/31 EUR 10.02 20.0 –19.3 –23.1
Gl Balanced (Euro) A EU BA LUX 08/31 USD 15.41 13.4 –15.6 –14.3
Gl Balanced (Euro) B EU BA LUX 08/31 USD 15.07 12.6 –16.5 –15.2
Gl Balanced (Euro) C EU BA LUX 08/31 USD 15.31 13.3 –15.8 –14.6
Gl Balanced (Euro) I EU BA LUX 08/31 USD 15.66 NS NS NS
Gl Balanced A US BA LUX 08/31 USD 15.44 16.2 –13.6 –12.7
Gl Balanced B US BA LUX 08/31 USD 14.73 15.4 –14.5 –13.6

Gl Balanced I US BA LUX 08/31 USD 15.97 16.7 –13.0 –12.1
Gl Bond A US BD LUX 08/31 USD 9.12 9.7 6.6 4.3
Gl Bond A2 US BD LUX 08/31 USD 15.59 9.7 6.6 4.3
Gl Bond B US BD LUX 08/31 USD 9.12 9.0 5.5 3.2
Gl Bond B2 US BD LUX 08/31 USD 13.70 9.0 5.5 3.2
Gl Bond I US BD LUX 08/31 USD 9.12 10.1 7.2 4.9
Gl Conservative A US BA LUX 08/31 USD 14.34 11.3 –4.5 –5.2
Gl Conservative A2 US BA LUX 08/31 USD 16.22 11.2 –4.6 –5.2
Gl Conservative B US BA LUX 08/31 USD 14.34 10.5 –5.5 –6.2
Gl Conservative B2 US BA LUX 08/31 USD 15.47 10.6 –5.5 –6.1
Gl Conservative I US BA LUX 08/31 USD 14.38 11.9 –3.7 –4.5
Gl Eq Blend A GL EQ LUX 08/31 USD 10.67 19.4 –27.2 –24.0
Gl Eq Blend B GL EQ LUX 08/31 USD 10.04 18.5 –28.0 –24.7
Gl Eq Blend I GL EQ LUX 08/31 USD 11.22 20.0 –26.7 –23.3
Gl Growth A GL EQ LUX 08/31 USD 37.78 17.1 –29.3 –23.5
Gl Growth B GL EQ LUX 08/31 USD 31.64 16.4 –30.0 –24.3
Gl Growth I GL EQ LUX 08/31 USD 41.84 17.8 –28.8 –22.9
Gl High Yield A US BD LUX 08/31 USD 3.94 42.1 0.0 0.0
Gl High Yield A2 US BD LUX 08/31 USD 8.19 42.2 –0.2 –0.1
Gl High Yield B US BD LUX 08/31 USD 3.94 40.9 –1.4 –1.2
Gl High Yield B2 US BD LUX 08/31 USD 13.21 41.3 –1.2 –1.1

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Chinese stocks move higher,
boosting regional markets

Europe Small-Cap Equity
Funds that invest primarily in the equities of small-cap European companies. At least 75% of
total assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S.
dollars for one year ending September 01, 2009

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

4 Bestinver Bestinver Gestión EURiSpain 53.96 4.47–13.48 10.24
Internacional FI

5 Bestinfond Bestinver Gestión EURiSpain 45.69 1.42–13.19 11.79
FI

5 GREIFF Oppenheim Asset EURiLuxembrg 7.75 –3.14 2.38 NS
special sit OP Mgmt Services S.à r.l.

NS SLI Euro Standard Life EURiLuxembrg 51.19 –3.43 NS NS
Smaller Co's A Investments

NS Alken Small Alken Asset EURiLuxembrg 40.48 –4.35 –13.83 NS
Cap Europe R Management LLP

5 Squad Axxion S. A. EURiLuxembrg 56.97 –5.81 –5.24 NS
Capital - Squad Growth

4 Insight Inv Insight Investment GBPiUnited Kingdom 59.09 –5.90 –13.18 12.45
European Small Cap A GBP Funds Management Ltd

5 Kapitalfonds Luxemburger EURiLuxembrg 21.94 –8.22 –7.88 12.67
LK Family Business R Kapitalanlagegesellschaft SA

3 Gartmore Gartmore SICAV EURiLuxembrg 59.13 –8.39 –14.83 10.48
SICAV Pan Euro Sm Comp A

4 Metropole Metropole Gestion EURiFrance 30.26 –10.44–16.82 5.95
SmallCap

Nomura cites its new lease
as evidence of property woes

THE INTERNATIONAL INVESTOR

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

China Development Bank
expands investment scope
New unit will support
government deals,
fund infrastructure

FUND SCORECARD
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By V. Phani Kumar

And Wei-Zhe Tan

Chinese stocks advanced 0.6%
on Tuesday, recouping some of
their hefty losses in the previous
session, as economic data showing

an expansion in
manufacturing ac-
tivity helped boost
sentiment.

The rebound in
China helped most other markets in
the region climb. Japanese shares
gained 0.4%, Hong Kong’s main in-
dex rose 0.8%, Australia’s S&P/ASX
200 advanced 0.8%, South Korea’s
market rose 2%, and Taiwan’s
benchmark index jumped 2.8%.

In China, the Shanghai Compos-
ite Index rose 15.98 points to
2683.72, led by a rebound in in bank-
ing stocks. Industrial & Commer-
cial Bank of China rose 2%, Bank of
China gained 1.9%, and Bank of
Communications climbed 3%.

The China Federation of Logis-
tics and Purchasing said its purchas-
ing managers’ index rose to a
16-month high of 54 in August from
53.3 in July. Another purchasing in-
dex, the HSBC China Manufactur-
ing PMI, also showed an increase,
rising to 55.1 in August from 52.8 in
July.

Investors sought bargains in the
real-estate sector. China Vanke
gained 5.2% in Shenzhen after slid-
ing 8.1% Monday, and Gemdale rose
4.5% in Shanghai after a 10% drop in
the previous session.

In Hong Kong, the Hang Seng In-
dex rose 148.11 points to 19872.30.
Utilities, traditionally safe-haven
stocks, remained the best-perform-
ing blue chips, reflecting concerns
among investors about further de-
clines in the broad market. Hong
Kong & China Gas gained 3.3% and
CLP Holdings rose 1.3%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies gained 37.53
points to 10530.06. Exporters led
the advance as the yen stabilized.
Nissan Motor rose 2% and Toshiba
climbed 2.7%.

NEC Electronics jumped 11%,
and other chip-related shares
soared, on Semiconductor Industry
Association data showing that glo-
bal chip sales rose 5.3% in July from
June, the fifth consecutive month
of expansion. Wafer maker Sumco
gained 10%.

Technology stocks also were
higher in South Korea and Taiwan.
In Seoul, Samsung Electronics
gained 3.6%. In Taipei, MediaTek
jumped 6.9% and Quanta Com-
puter rose 5.6%.

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
STOCKS

BEIJING—China Development
Bank Corp. set up a wholly owned,
35 billion yuan ($5.12 billion) unit to
boost its direct and private-equity in-
vestments with a focus on key gov-
ernment projects.

The move, while not an outright
restructuring, will help the former
policy lender expand its business
scope from traditional lending.
China Investment Corp., the coun-
try’s sovereign-wealth fund, ac-
quired a stake of nearly 50% in CDB
from the Ministry of Finance in
2007 to help the bank transform
into a commercial lender.

CDB, which owns 3% of Barclays
PLC, said in a statement posted on
its Web site that the unit will sup-
port government-backed mergers
and acquisitions as well as help de-
velop infrastructure, energy and re-
sources and urban projects.

CDB, well-positioned for such
business with the expectation of
strong government backup, said it
will make use of its “credit support,
government resources, industry

background, and network advan-
tages” as well as its “strategic judg-
ment on China’s future develop-
ment” to guide private funds in mak-
ing equity investments.

The investment arm includes
CDB’s non-financial stakes in a few
major resources firms such as Alu-
minum Corp. of China Ltd.; Jin-
chuan Group Ltd., China’s largest
nickel producer by output; and
Jincheng Anthracite Mining Group
Co., the bank said.

The unit also incorporates CDB’s
stakes in a few development funds
that focus on boosting trade and in-
vestment domestically and between
China and foreign countries, it said.

CDB said these include stakes in
the China-Africa Development
Fund, a China-Belgium direct equity
investment fund, and Tianjin-based
Bohai Industrial Investment Fund
Management Co., China’s first yuan-
denominated fund.

Beijing has called for companies
to seek new fund-raising channels to
cut the reliance on bank loans and
avoid a concentration of risk at banks.

The new operation will allow CDB
to fund overseas expansion by Chi-
nese resources and energy firms. It is
the largest Chinese lender to domes-
tic firms that invest in foreign mar-
kets or cooperate with companies
overseas.  —Victoria Ruan

By Phil Craig

U.K. commercial property owners
face a collapse in rental income when
contracts come up for renewal at
much lower rates, according to a re-
port from Nomura Holdings—which
just cut a deal to avoid paying rent for
six years on its new London offices.

Mike Prew, head of the firm’s
property-research team in London
and one of the industry’s most re-
spected analysts, warned that so-
called over-renting is “increasingly
widespread”

“Although it’s better for the land-
lord to have the extra but unsustain-
able cash flow than not, it risks dilut-
ing pricing when the investment
market recovers,” he said.

Mr. Prew’s prime piece of evi-
dence: Nomura’s own cut-price agree-
ment to move into new offices next
year. The bank will occupy Watermark
Place, a new development on the
Thames in theCity of London, as the fi-

nancial district is called, on a 20-year
lease, but won’t pay rent until 2015.

Over the course of the lease, No-
mura effectively will pay £28
($45.58) per square foot each year,
compared with rents close to £70
per square foot at the peak of the
property cycle, according to Mr.
Prew. The property was let by Ox-
ford Properties Group, a property in-
vestment company owned by the On-
tario Municipal Employees Retire-
ment System, which manages 43 bil-
lion Canadian dollars (US$39.27 bil-
lion) in assets and UBS Global Asset
Management, a unit of UBS AG.

The deal came after Mitsubishi
UFJ Financial Group Inc., a Japa-
nese financial group, agreed to relo-
cate two subsidiaries into new Lon-
don offices in April—with its own
rent-free deal. It won’t pay for any-
thing for the first four years of its
20µ-year lease.

 —For more, visit
efinancialnews.com.

By David Winning

SYDNEY—PetroChina Co.’s $1.7
billion investment in Canadian oil
sands is expected to sharpen its
edge as a producer of heavy oil, as it
underscores how access to credit is
enabling Chinese companies to ac-
quire overseas reserves.

PetroChina was chosen by closely
held Athabasca Oil Sands Corp. as
its joint-venture partner after the Ca-
nadian company realized it would be
difficult to finance its MacKay River
and Dover oil-sands projects in Al-
berta via the stock market.

Analysts said PetroChina im-
pressed AOSC with its expertise in
producing heavy oil—generally de-
fined as having an American Petro-
leum Institute gravity of less than
22 degrees—in northeastern China.

The decline in prices of light,
sweet crude on the New York Mer-
cantile Exchange has led some pro-
ducers, including Royal Dutch Shell
PLC, to postpone oil-sands projects
as they are capital-intensive and
only viable as long as crude futures
remain above a certain threshold.

U.S. oil demand also is in the dol-
drums because of the global eco-
nomic downturn, making it harder
for producers to justify investments
in new crude-oil production.

Complicating matters is draft
U.S. legislation to curb greenhouse
gases that might penalize refiners
for relying on emissions-intensive
oil-sands output, further crimping
U.S. demand.

Despite these issues, analysts
say PetroChina’s investment in Ca-
nadian oil sands offers China’s larg-
est listed oil company several advan-
tages. A PetroChina spokesman de-
clined to comment.

Heavy oil is attractive to Chinese
companies because it has lower com-
mercial value than lighter grades.
This means it can be purchased and
run through refineries more
cheaply when oil prices are high.

PetroChina may be betting on
two long-dormant pipeline projects
between Alberta and the Pacific
Coast moving ahead so that oil can
be shipped to its Chinese refineries.

Enbridge Inc.’s Northern Gate-
way Pipelines proposes to link oil
sands to a deepwater port in Kiti-
mat, British Columbia. Kinder Mor-
gan Canada, a unit of Kinder Morgan
Energy Partners LP, has a similar
proposal, and says it can also ex-
pand its existing pipeline running
west from Alberta.

Analysts say these projects could
increase the share of oil sands pro-
duction destined for Asia to about
15% by the middle of the next de-
cade, compared with 1% today.

PetroChina pours
$1.7 billion into
Canada oil sands
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