
Champagne’s bubble bursts

By John W. Miller

And Daniel Michaels

The World Trade Organiza-
tion is expected to rule Friday
that European governments il-
legally subsidized Airbus air-
craft,inthefirstsignificantrul-
ing in a long-running trans-At-
lantic trade dispute, according
to trade officials, lawyers and
executives from both sides.

Legal experts say the
WTO’s preliminary decision,
part of a process that could
drag on for years, may ulti-
mately alter the framework for
government aid to airplane
makers, which invest billions
in developing new jetliners.

But in the five years since
the U.S. brought its subsidy
complaint to the WTO on be-
half of American aerospace gi-
ant Boeing Co., the economic
and political winds have
shiftedsharply.Indeed,theglo-
bal financial crisis may have
permanently altered the con-
sensus for what is acceptable
public support for industry.

Recent bailouts of financial
institutions, car makers and
other companies by govern-
ments, including the U.S., have
run into hundreds of billions of
dollars.Thatdwarfsthesumsin
dispute in the Airbus case and a
subsequent subsidy complaint
brought against Boeing by Air-
bus and the European Union.

WTO officials say may of
those bailouts, as well as Buy
American provisions of the

U.S. economic-stimulus pack-
age, break some of the trade
organization’s rules on subsi-
dies, threatening to render
the rules irrelevant.

Aerospace is one industry
thatmany politiciansandbusi-
nesspeople around the world
believe deserves a degree of
government support because
of the huge investments, long
payback periods and number
of highly skilled jobs involved.

The U.S. filed its case
against the EU in 2004, alleg-
ing EU member states gave il-
legal subsidies to Airbus, a
unit of European Aeronautic
Defence & Space Co. The EU
quickly launched a similar
case against the U.S., alleging
that the U.S. illegally subsi-
dized Boeing. The EU case
against Boeing is under re-
view. A preliminary ruling
may be months away.

Boeing officials say they
hope Friday’s WTO decision
could helpthe company’scam-
paign against current plans
by EU governments to offer
EADS roughly Œ2.9 billion
($4.1 billion) in loans to sup-
port a new Airbus model, the
long-range A350, on preferen-
tial terms similar to loans for
previous planes that sparked
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By Stephen Fidler

And Paul Sonne

Fallout from the convicted
Lockerbie bomber’s release re-
verberated through-
out the U.K. on
Wednesday, as
Prime Minister Gor-
don Brown denied
that his government
conspired to force
the decision and
Scotland’s parlia-
ment rebuked the jus-
tice minister who
made it.

Early in the day,
Britain’s foreign min-
ister, David Miliband, con-
firmed that the U.K. had been
willing to see the bomber let
out of prison, as revealed in a
memo that fanned contro-

versy on Tuesday. “We did not
want him to die in prison,” Mr.
Miliband said in a BBC radio
interview.

Since Scottish authorities’
controversial deci-
sion last month to re-
lease Abdel Baset al-
Megrahi—the Lib-
yan convicted of the
1988 bombing of a
U.S. jet over Locker-
bie, Scotland, that
killed 270 peo-
ple—Mr. Brown has
faced speculation
that the U.K. pressed
for his release to fa-
cilitate British oil in-

terests in Libya. Scottish offi-
cials said they decided, with-
out outside influence, to allow
Mr. al-Megrahi, diagnosed
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Friend to foe

An Afghan warlord’s odyssey
reflects disgust with Karzai
News in Depth, pages 16-17
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Bubbly’s descent
Global Champagne sales, 
in millions of bottles 
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2009 projection: 260 million –270 million bottles

By Christina Passariello

The bubbly has gone flat.
Grape growers and bot-

tlers of Champagne agreed to
pick 32% fewer grapes this
year, leaving the excess fruit
to rot on the ground, in a
move to counter fizzling bub-
bly sales around the world
amid the economic down-
turn.

The result of the slashed
harvest and further reduc-
tions will be a 44% cut in the
number of bottles produced
this year. It is one of the stark-
est signs yet of how cutbacks
in consumer spending are af-
fecting this segment of the
luxury-goods market. The as-
sociation hasn’t significantly
cut volume of usable grapes
since 1955, when a bumper
harvest was reduced.

Global Champagne sales
are expected to plunge to as
low as 260 million bottles
this year from a high of 339
million bottles in 2007. Sales
dipped in 2008 as the reces-
sion set in, to 322 million bot-
tles, for the first time since
2000.

As a result, producers
such as LVMH Moët Hen-
nessy Louis Vuitton—the
world’s biggest Champagne
maker—have been lobbying
to lower global volumes of
Champagne rather than hav-
ing to empty their full cel-
lars of unsold bottles at bar-
gain prices. The Champagne
industry’s governing body,
the Comité Interprofession-
nel du Vin de Champagne, es-
timates there are more than
1.2 billion spare bottles sit-
ting in warehouses.

But the move is controver-
sial. The French government
as recently as last year had
planned to expand the farm-
able land in Champagne—the
only region in the world
where the name can be used—
because demand was ex-
pected to grow, especially
from consumers in the U.S.
and U.K.

Independent growers in
the Champagne region sup-
ply 90% of the fruit needed
for bottlers. The harvest is
set to begin in the next two
weeks.

Now, hundreds of Cham-
pagne farmers in the region
are going to bear the brunt of
the forced cut in supply.

“For thirty years, growers
have had the upper hand by
controlling the primary mate-
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Brown denies U.K.

made deal on release

Gordon Brown
Ancient slander
The blood-libel is
back in Sweden.
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Money & Investing: FSA chief calls for higher capital ratios on trading books
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BP announced a “giant” oil
discovery deep beneath the
Gulf of Mexico, the U.K. com-
pany’s latest find in an area
that is proving to hold con-
siderable resources, but
stretches the limit of BP’s
technical capabilities. Page 5

n Federal Reserve officials
were far more upbeat last
month about the U.S. eco-
nomic outlook, minutes of
the meeting showed. Page 9

n The U.S. lost 298,000 pri-
vate-sector jobs in August, an
improvement over July’s re-
vised drop of 360,000. Page 9

n EU finance ministers
backed curbs on bank bo-
nuses but aren’t united over
specific proposals for the
coming G-20 summit. Page 3

n U.S. stocks extended their
losing streak to four straight
sessions as investors turned
defensive. European shares
also declined. Page 20

n Spain reported a 2.4% rise
in August jobless claims,
highlighting risks across the
euro zone as stimulus and
job programs unwind. Page 2

n New-car registrations in
Germany rose 28% in Au-
gust, boosted by govern-
ment-backed incentives to
trade in old cars. Page 6

n GM expects Spain, Britain
and Poland to provide about
$1.42 billion in aid to help re-
structure the auto maker’s
Opel unit. Pages 6, 32

n A watchdog found that
the SEC mishandled its ex-
aminations into the dealings
of Bernard Madoff. Page 21

n Greece’s prime minister
called an early general elec-
tion for Oct. 4, seeking a re-
newed mandate to impose
tougher economic changes.

n A bomb exploded outside
the Athens Stock Exchange,
injuring a woman and exten-
sively damaging the building.

n Iceland’s economy should
start a gradual recovery by
early 2010, but major struc-
tural changes are still neces-
sary, the OECD said. Page 2

n A Taliban bomber killed
Afghanistan’s deputy intelli-
gence chief and at least 22
other people. Page 4

n Liechtenstein agreed to
give Germany client data in
tax-fraud inquiries. Page 3

n Chinese protectionism is
a concern, the European
Chamber of Commerce said
in an annual paper. Page 4

oracle.com/sunoraclefaster

*As of 08/27/09. Source: Transaction Processing Performance Council, www.tpc.org
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Switching horses midrace
is never easy. But will RHJ
International’s sweetened
offer for General Motors’
Opel-Vauxhall unit encour-
age the German government
to take that leap?

Not yet. For now Berlin is
sticking with its promise of
Œ4.5 billion ($6.4 billion) of
government financing for a
Magna International-led
consortium, even though
RHJ is offering German tax-
payers a better deal in the
short to medium term.

The standoff is likely to
continue. GM has effectively

vetoed the Magna deal as it
stands. But unless other Euro-
pean governments are pre-
pared to match Germany’s
generosity, RHJ won’t get far.

In reality, neither offer is
compelling. GM prefers RHJ
because it might retain ac-
cess to Opel’s expertise in
small and midsize cars. But
RHJ has barely Œ240 million
of automotive investments.
Magna is a big components
maker, with deeper manage-
ment resources, But its offer
is financed by the Russian
state, raising suspicions
Opel will be used for its intel-

lectual property.
Opel’s longer-term future

is cloudy however it is res-
cued. RHJ reckons liberating
Opel and Vauxhall manage-
ment from Detroit’s influ-
ence will allow future inter-
national expansion. Magna
thinks that can be jump-
started by having Russian
partners. Both are optimistic
views given the European in-
dustry’s overcapacity and
squeeze on margins.

What Opel really needs is
a strong Western European
partner to share costs, includ-
ing expensive new technol-

ogy like hybrid engines. But
that solution looks as elusive
as ever. —Matthew Curtin

More at WSJ.com/Heard

Bankers’ pay in cross hairs

Japan’s plans, and its trains, planes and automobiles

If bankers are feeling ner-
vous in the run-up to this
month’s G-20 meeting of glo-
bal leaders, they have only
themselves to blame.

Earlier this summer,
banks appeared to be doing
a good job persuading politi-
cians that a rapid return to
business as normal was the
best guarantee of an eco-
nomic recovery—and the re-
couping of public money
used to rescue the system.
But that was before the re-
turn of multiyear guaranteed-
pay packages, the boosting
of base salaries and the ac-
cruing of billions for bo-
nuses.

The political backlash
was predictable: At the G-20
meeting, European leaders
will be seeking global poli-
cies to clamp down on bank-
ers’ pay.

Banks claim that not pay-
ing the market rate would
damage their businesses.
But they should be prioritiz-
ing the repayment of govern-
ment funds and rewarding
their long-suffering share-
holders over big bonuses.

Bonuses are a symptom
not a cause of market fail-
ure. The real issue is the
structure and scale of the
banking industry.

Banks deemed too big to
fail need to be cut down to
size or more closely regu-
lated and governments need
to decide what financial ac-
tivities should come within
the scope of their implicit
guarantees.

These are issues best ad-
dressed via capital and li-
quidity regimes, however,
rather than Nicolas
Sarkozy’s impractical propos-
als for new taxes and bonus
limits.

This task can’t be left to
regulators, whose existing
mandate is to mitigate risk
to the financial system
rather than change it.

If G-20 leaders really want
to improve the culture and
structure of the industry,
they will need to give regula-
tors a beefed-up mandate—or
risk allowing the bankers off
the hook once again.
 —Simon Nixon

Construction on the Capital at Brickell project in Miami has been delayed and the
developer is pursuing new financing. An architect’s model of the project is shown.

Family faces U.S. trouble
Mexican developers
could be on the hook
for millions on loans

Opel’s fate still stalled

By Christina S.N. Lewis

A Mexican real-estate family’s
move into the U.S. has led to prob-
lems that could ripple throughout
their empire.

The Cababie family, of Mexico’s
well-known Grupo Gicsa develop-
ment company, is potentially on the
hook for hundreds of millions of dol-
lars as a result of personal guaran-
tees they made on loans used to fi-
nance two major U.S. real-estate in-
vestments, according to court docu-
ments and people familiar with the
matter.

Last month, the family’s largest
U.S. project, an 850-unit condomin-
ium in downtown Miami called Ever-
glades on the Bay, entered Chapter
11 bankruptcy, the same day a fore-
closure action was launched. Strug-
gling in one of the worst condo mar-
kets in decades, the project de-
faulted in March on a $256 million
construction loan from a group led
by Bank of America Corp. that was
guaranteed by Gicsa and in part the
family, according to foreclosure doc-
uments filed in Florida state court.

Separately, the Cababies person-
ally guaranteed $300 million in loan
payments to finance the $1.5 billion
purchase in 2007 of 56 office build-
ings in Southern California from
Arden Realty, a unit of General Elec-
tric Co.’s GE Real Estate. A Cababie en-
tity surrendered that portfolio last
year after it failed to make a loan pay-
ment, according to court documents.

A spokesman for the family and
Gicsa said in a statement that they
are facing challenges similar to
other developers in the “unprece-
dented downturn in the real-estate
market.” But they are confident that
they have the experience and proper-
ties to “weather the storm,” the
statement said.

Personal guarantees can cause
problems for real-estate developers
because they give creditors enor-
mous power to go after all of their as-
sets in the case of a default. During
the real-estate collapse of the early
1990s, personal guarantees helped
create huge financial problems for
Donald Trump and took down
scores of others, including William
Zeckendorf Jr.

People close to the family down-
played the immediate danger the
guarantees posed to the rest of the
family’s real-estate empire because
the unsold condominiums at the Ev-
erglades project may end up being
worth close to the balance of the con-
struction loan. Meanwhile, the $300
million Arden-related guarantees
are being litigated in California
state court.

But only 86 of the Everglades’
850 units have been sold, and the
value of the others has fallen with
the decline of the Miami condo mar-
ket, say real-estate brokers. Bank of
America said in court papers that
the value of the project is worth
“multiple millions of dollars” less
than the loan’s $209 million balance
and that the developer has little
chance of emerging from bank-
ruptcy. The developer disputes this,
pointing out that an appraisal from
this spring valued the property at
$205 million.

Meanwhile, creditors in the

Arden case contend the guarantees
that the family made when it bought
the Southern California portfolio
are enforceable now.

The challenges facing the two
Cababie brothers, Abraham and
Elias, include poor timing, high lever-
age and the death of their brother, Ja-
cobo, who led their U.S. operations
and died last year of a heart attack at
age 39, according to press accounts.
The family said in a statement Tues-
day that Jacobo Cababie’s death
hasn’t negatively impacted the suc-
cess of the companies he was over-
seeing. Besides the Everglades and
the California office-building invest-
ments, the family also developed
other projects in South Florida.

The closely held Gicsa was
founded in 1989. It grew explosively
and is among the largest and most-
recognized developers in Mexico’s
fragmented real-estate industry. Its
developments include the MetLife
building in Lomas de Chapultepec
and the La Isla Cancun, a shopping
center located on an artificial Carib-
bean island with an internal canal,
an aquarium, a movie theater and a
marina.

In 2007, the three brothers’ net
worth was valued at about $1.2 bil-
lion, mainly in real estate, according
to a person who reviewed their state-
ment of financial condition. But
since then, real-estate values
throughout the world have plum-
meted. The company declined to
comment on personal information.

The Cababies’ U.S. operations be-
gan about seven years ago. In 2003,
the developer launched the Ever-
glades condo, which has three swim-
ming pools. Initially it was well-re-
ceived and presold 93% of its units,
according to the developer. But by

the time it opened last year, buyers
refused to pay prebust prices and
canceled in droves, according to the
project’s bankruptcy filing.

Marc Kasowitz, of Kasowitz, Ben-
son, Torres & Friedman, an attorney
representing the Everglades, claims
the condos would have been able to
sell if prices were cut as the market
fell. But he said Bank of America re-
fused to allow them to lower the min-
imum sales price. Prices in the build-
ing had been more than $400 a
square foot, while area units have
traded recently between $200 and
$300 a square foot, according to
South Florida firm Condo Vultures.

A spokeswoman for Bank of
America declined to comment. But
in court papers, it disputed many of
the developer’s claims and said it
plans to file a motion to dismiss the
developer’s Chapter 11 case, saying
the filing was “unplanned and ill-
conceived.”

Even as Florida’s condo market
turned, the Cababie family contin-
ued to expand. In 2007, it led a group
that paid $1.5 billion for the Arden

portfolio in Southern California.
The deal was financed by a $1.35 bil-
lion loan from Wachovia that was
later syndicated. The deal required
two $150 million loan payments, in
2008 and 2009, which the brothers
and a fourth investor personally
guaranteed, according to court
records.

Last year, the group defaulted on
the first $150 million payment and
relinquished control to Hines, a
Houston-based private real-estate
firm that had purchased a portion of
the debt. The family later went to
court to block creditors from enforc-
ing the personal guarantee, accord-
ing to court documents.

Meanwhile, the fate of the Ever-
glades project may rest in the hands
of the courts. Part of the dispute is
over the extent of the personal guar-
antee.

Bank of America claims in court
documents that half of the $209 mil-
lion outstanding loan balance is
guaranteed. The Cababie side is
claiming it is only 25%.

Opel workers in Ruesselsheim,
Germany, seen last December.
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The new Japanese govern-
ment’s plan to cut highway
tolls and fuel taxes won’t de-
light everybody. Among
them: investors in railways
and airlines, and drivers
stuck in traffic jams.

The new administration
hopes the cuts will raise dis-
posable income. The current

cost is certainly high. Tolls
for a round-trip journey be-
tween Tokyo and Nagoya can
reach $150, according to Cen-
tral Nippon Expressway.

Who loses if the plan goes
through? Most obviously, the
railway operators and air-
lines. A reduction in heavy
tolls could mean more drivers

taking to the road for long
journeys. And, while All Nip-
pon Airways made more than
40% of revenue from interna-
tional travel last year and Ja-
pan Airlines more than 50%,
railways are all domestic.

Other firms will benefit.
Package-delivery firm Yam-
ato Holdings says it spends

$74 million a year on tolls—al-
most 13% of last year’s reve-
nue. Lower distribution costs
would be good for Japan Inc.
Yet congestion could make
distribution less reliable. To
avoid this, Yamato says it will
spend on overtime and to put
more trucks on the road.
 —James Simms
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Sberbank ....................... 6
Seoul Invest .................. 8
Seven & I Holdings ..... 24
Ssangyong Motor .......... 8
Sumitomo .................. 25
Target ............................ 7
Taser International ..... 30
Time Warner ................. 7
Toyota Motor ............. 25
Tullow Oil ....................... 5
UBS .............................. 23
UniCredit ...................... 22
United Airlines ........... 29
United Overseas Bank .24
Universities

Superannuation
Scheme .................... 22

Walt Disney .............. 7,23
Warner Chilcott ........... 23
Woodside Petroleum .. 24
Wuling Automobile ....... 8
Xinjiang Zhundong

Petroleum Technology
.................................. 24

Yamato Holdings ......... 32

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.

CORRECTIONS &
AMPLIFICATIONS

Spain reports 2.4% rise
in August jobless claims
Increase highlights
risks for euro zone
as stimulus unwinds

By Anna Molin

Iceland’s economy should start
to recover early next year, al-
though the country still needs to
make structural changes before
lifting itself out of recession, the
Organization for Economic Coop-
eration and Development said
Wednesday.

The Paris-based think tank said
Iceland’s economic contraction,
which it projects around 7% this
year, will be worse than in most
OECD countries, but the nation
should “begin a gradual recovery

in 2010 assuming that large en-
ergy-related investments get un-
der way as planned.” It forecast a
0.8% contraction in gross domes-
tic product for 2010.

The island nearly suffered a
meltdown as its three biggest
banks, representing 85% of the
banking sector, were toppled by
$80 billion of debt, several times
the country’s GDP.

“While Iceland is in part a vic-
tim of the international crisis, its
severe plight largely results from
a recent history of ineffective
bank supervision, exceptionally ag-

gressive banks and inadequate
macroeconomic policies,” the
OECD said.

Weaknesses in financial super-
vision needs to be corrected and
steps should be taken to repriva-
tize the banking sector, preferably
with the help of foreign banks, the
report said. Iceland in August an-
nounced the recapitalization of
two of the three banks it national-
ized and agreed to reimburse the
U.K. and the Netherlands almost
$6 billion used to compensate U.K.
and Dutch depositors who lost
money in failed Icelandic Internet
bank Icesave.

Restrictions on capital flows
implemented to prevent a domes-
tic run on the currency and stabi-
lize the exchange rate “should be
lifted as soon as can be safely done
to allow the resumption of normal

financial relations with foreign
markets.”

Furthermore, the OECD said Ice-
land should seek euro-zone entry
as soon as possible if allowed to be-
come a member of the European
Union. It applied for membership
in July.

“Past monetary policies based
both on exchange rate and infla-
tion targeting have produced un-
satisfactory results,” the OECD
said. “By joining the euro area, Ice-
land would share the benefits of
the [European Central Bank’s]
credibility, including lower risk
premiums,” it said.

The OECD said inflation should
ease to around 2.5% as businesses’
pricing power shrinks and cur-
rency depreciation effects peter
out, while unemployment is fore-
cast to rise to a peak of 10% in 2010.

Iceland’s economy seen recovering in early ’10

By Christopher Emsden

And Jonathan House

MADRID—A renewed jump in
jobless claims in Spain highlights
the risks for other members of the
euro zone as they phase out fiscal-
stimulus and job-creation pro-
grams.

Spanish jobless claims resumed
their rise in August, jumping 2.4%
from July, as August vacations slack-
ened the pace at nontourism indus-
tries and the government’s Œ8 bil-
lion ($11.45 billion) stimulus plan
for local infrastructure projects be-
gan to wind down.

The Spanish said the program
had created about 400,000 jobs
since April. Hiring for the summer
tourism season also contributed to

the modest declines in jobless
claims in May, June and July.

“It’s hard to reach the conclu-
sion, that beyond government sup-
port, there’s been an improvement
in the job market,” said Jose Luis
Martinez, a strategist for Citigroup
in Madrid. Citigroup expects Spain’s
unemployment rate to rise to 21% at
the end of this year, from July’s
18.5%, the highest unemployment
rate among the 27 nations of the Eu-
ropean Union.

Economists also expect unem-
ployment in Germany and France to
start rising in the fourth quarter
when those countries phase out car-
scrapping programs. The programs,
which allow customers to trade in
their old vehicle for a discount on
buying a new one, have helped to lift
output in the car sector and boosted
industrial production.

“A second wave in unemploy-
ment will come in the second half of
2010, when public construction,
which is currently up by 30% in the
euro area, will start declining,” led
by Spain and Germany, said Sylvain
Broyer, an economist at Natixis in
Frankfurt.

Despite increasing signs that the

16-country euro zone will grow on a
quarterly basis for the first time in a
year in the current quarter, econo-
mists say they are concerned that
the recovery could stutter when
emergency stimulus measures de-
signed to protect jobs are discontin-
ued. The euro zone’s unemployment
rate rose to 9.5% in July from 9.4% in
June, the highest level for more
than a decade.

In Germany, plans such as the
short-week, a subsidized program
that allows companies to retain em-

ployees while cutting their work
hours, have helped the official job-
less rate grow by the least in Eu-
rope. Mr. Broyer said Germany’s job-
less rate would be three percentage
points higher than the reported 7.7%
rate for July if it weren’t for the pro-
gram, which is due to expire at the
end of the year.

Government measures to sup-
port the labor market across the
euro zone may prove hard to main-
tain, with most major European
economies well beyond the budget-

deficit limits set by European Union
rules. Spain is studying a tax in-
crease, while Germany has said it
won’t replace its cash-for-clunkers
program once the money runs out
this fall.

Economists also say they worry
that in some countries weak global
demand won’t be enough to sustain
the economic activity created by
government stimulus measures.
 —Gabriele Parussini in Paris

and Nina Koeppen in Frankfurt
contributed to this article.
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Spiraling higher
Spanish jobless claims, 
monthly, in millions

0
2000 ’01 ’02 ’03 ’04 ’05 ’06 ’07 ’08 ’09

1

2

3

4
3,629,080 up 84,985

People wait to enter a government job center in Madrid

Cerberus Capital Management
investors asked to withdraw $4.77
billion from the firm’s original hedge
funds, or 70% of the assets belonging
to outside clients in the funds. A
Money & Investing article Monday in-
correctly said clients asked to with-
draw $5.5 billion, based on a calcula-
tion that incorrectly included addi-
tional assets belonging to Cerberus
employees.

First Wind Energy Holdings LLC
was awarded cash grants from the
U.S. government totaling $115.1 mil-
lion. A Leading the News article
Wednesday about subsidies for re-
newable-energy development incor-
rectly gave the amount as $74 mil-
lion.
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A helping hand
Since the U.S.-EU dispute over subsidies for airplane makers began in 2004, 
the financial crisis has prompted governments to give many industries 
generous state aid

Jan. 2009 Canada guarantees $836 million in loans to farmers

Jan. 2009 U.S. lends $13.4 billion to General Motors

Feb. 2009

Feb. 2009

France lends $3.9 billion each to Renault SA and 
PSA Peugeot-Citroën

Germany offers to guarantee loans up to $6.4 billion 
for the investor who agrees to save Opel 

Dec. 2008 China buys $1 billion stake in China Eastern Airlines

June 2009 Japan lends $1 billion to Japan Airlines

June 2009 Japan buys $1.7 billion stake in Elpida Memory 

Feb. 2009 Russia lends $415 million to 9 defense firms

April 2009 Spain guarantees up to $13 billion in debt issued by 
power companies

Sector Date State aid

Agriculture

Automobiles

Aviation

Oct. 2008 Russia writes off $4.2 billion debt of OAO Rosneft

Chip manufacturing

Defense

Oil

Power

Tourism

Source: Grail Research; WSJ research 

April 2009 Thailand lends $429 million to its tourism sector

Champagne growers and bottlers reduce harvest to combat slowing sales

with terminal prostate cancer, to re-
turn to Libya on “compassionate
grounds.”

Conservative opposition leader
David Cameron and Scottish First
Minister Alex Salmond accused Mr.
Brown of double dealing after it was
revealed Tuesday that, according to
a Libyan official, a U.K. minister told
the Libyan official that Mr. Brown
didn’t want Mr. al-Megrahi to die in
prison.

Mr. Brown said on Wednesday
there had been no deal between the
U.K. and the Libyan leader, Col. Mua-
mmar Gaddafi.

“On our part, there was no conspir-
acy, no cover-up, no double-dealing,
no deal on oil, no attempt to instruct
Scottish ministers, no private assur-
ances by me to Colonel Gaddafi,” Mr.
Brown said at an employment confer-
ence in Birmingham. “We made abso-
lutely clear to the Libyans and every-
body else that this was a decision for
the Scottish government.”

Mr. Brown said nothing of his
views about the release of Mr. al-
Megrahi. But he added that, during
his only meeting with Col. Gadd-
afi—on the fringes of a Group of
Eight summit in Italy in early
July—he didn’t give the Libyan
leader “any assurance at all about
Megrahi and his fate.”

Documents released by the U.K.
and Scottish governments Tuesday
showed that the U.K. believed Mr. al-
Megrahi’s death in prison would
have a “negative impact” on
U.K.-Libyan relations.

Mr. Brown said on Wednesday
that while the relationship with
Libya is an important one, it is based
in fighting terrorism rather than ex-
tracting oil.

“Our interest throughout has

been to strengthen the international
coalition against terrorism,” he said.
Britain took the lead in persuading
Libya to abandon its pursuit of weap-
ons of mass destruction in 2003.

At the United Nations on Wednes-
day, U.S. Ambassador Susan Rice
warned Col. Gaddafi not to exacer-
bate the “raw” feelings of Americans
about the release of Abdel Baset al-
Megrahi when the Libyan leader vis-
its New York later this month for the
U.N. General Assembly.

“It goes without saying, that vir-
tually every American has been of-
fended by the reception accorded to
Mr. Megrahi in Libya upon his re-
turn from the U.K.,” Ms. Rice said at
a press briefing. She added, “How
President Gadhafi chooses to com-
port himself when he attends the
General Assembly and the Security
Council in New York has the poten-
tial to either further aggravate
those feelings and emotions or not.”

Meanwhile, Scotland’s parlia-
ment passed a motion late Wednes-
day denouncing Kenny MacAskill,
the justice minister who made the
decision to release Mr. al-Megrahi
last month.

Though the U.K. government re-
tains control over foreign affairs,
the Scottish government controls a
number of internal matters, includ-
ing the administration of justice, un-
der a “devolved” constitutional ar-
rangement.

The Scottish parliament’s harsh
rebuke, which was approved in a
73-50-1 vote, condemned both the
decision to release Mr. al-Megrahi
and Mr. MacAskill’s handling of the
case, which it said damaged Scot-
land’s international reputation.

“Does [Mr. MacAskill] under-
stand how ashamed we were to see
our flag flying to welcome a con-

victed bomber home?” asked Iain
Gray, leader of the opposition La-
bour Party in Scotland. Scottish
flags were waved prominently dur-
ing celebrations in Tripoli welcom-
ing Mr. al-Megrahi home.

The motion reproached Mr. Ma-
cAskill for visiting Mr. al-Megrahi
personally in prison and for failing
to explore thoroughly the possibil-
ity of releasing Mr. Al-Megrahi to a
location in Scotland.

Mr. MacAskill’s decision in the al-
Megrahi case is in keeping with his
track record. As justice minister, he
has released convicts on compas-
sionate grounds three times before.
He first came to political promi-
nence in the 1980s, joining strikes
against factory closures and leading
a campaign against an unpopular
“poll tax” initiated by Margaret
Thatcher’s government in 1989.

Mr. MacAskill, who accepted full
responsibility for his decision, vigor-
ously defended his handling of Mr. al-
Megrahi’s case. He said his decision
to visit Mr. al-Megrahi in prison was
part of a wider process of soliciting
representations, which included dis-
cussions with the U.S. government
and victims’ relatives. He said that a
decision to keep Mr. al-Megrahi in
Scotland would have put undue pres-
sure on Scottish hospice resources,
by requiring a minimum of 48 offic-
ers to ensure security.

Mr. MacAskill took great pains to
portray the decision as standard op-
erating procedure. Scotland has re-
fused just 7 of 31 applications for
compassionate release since 2001,
only those were refused, and those
were on the basis that applicants
did not meet the requisite criteria,
Mr. MacAskill said. There has been
no case when an application
deemed to fit the criteria by the Scot-

tish Prison Service, as Mr. Al-Megra-
hi’s did, has been rejected by a minis-
ter, he added.

“I was conscious that there were
deeply held feelings and that many
would disagree whatever my deci-
sion. However it was a decision that

had to be made,” Mr. MacAskill said.
“My decision was made following
due process and according to the
law of Scotland. I stand by the val-
ues and laws of Scotland.”

—Alistair MacDonald
contributed to this article.

Continued from first page

WTO to rule Airbus aid was improper

rial,” says Bernard Beaulieu, a CGT
union representative representing
workers at the Champagne houses.
“Today, the situation has reversed.”

According to the decision made
by Champagne’s governing body, the
volume of grapes that can be picked
this year will be 9,700 kilograms per
hectare of land, compared to 14,200
kilograms per hectare allowed last
year, a 32% cut in harvested grapes.
Also for the first time, only 82% of
the harvested grapes will be bottled

this year—the rest will age in tanks
for at least another year until the
drop in sales stabilizes. The reduc-
tions will produce 44% fewer bottles
of the wine this year.

Harvest volume is decided each
year by a committee consisting of
Champagne’s two power brokers:
the grape growers and the brands.
Until now, both groups have
pushed pickings as high as possi-
ble. Grapes have been left on the
vine in the past only when they
were of inferior quality.

“We’re all affected” by the crisis,
says Jean-Marie Barillère, the head
of Champagne for Moët Hennessy.
“When sales fell more than 20% be-
low our projections, we had too
much stock.” LVMH, which owns
brands including Moët et Chandon
and Veuve Clicquot, said first-half
sales of its wines and Champagne
fell to Œ458 million, a 28% decline
from the period last year.

Over the past few weeks, LVMH
and other producers, including Lan-
son, had asked for a 50% cut in the

volume of the grape harvest this
year. But independent growers
fought back hard. The growers say
they resent suffering at the hands of
what they call Champagne houses’
overly ambitious sales expecta-
tions.

Champagne sales have soared
for years and producers have fret-
ted about not meeting demand, so
the French government recently
launched studies to measure soil
and climate conditions to extend the
growing region for wines officially

labeled Champagne. Plans to en-
large the Champagne domaine are
on track—despite the current slump
in demand.

Bottles from this year’s harvest
won’t be popped until they have
aged for at least two years. Cham-
pagne from different years can also
be blended in a standard bottle of
bubbly. The last few years yielded
record-size harvests—405 million
bottles were produced last year—
which are now coming onto the mar-
ket just as demand slumps.

Continued from first page

Scottish Justice Minister Kenny MacAskill, center with hand raised at Scottish
Parliament in Edinburgh Wednesday, made the decision to free the Lockerbie bomber.

Brown denies U.K. deal on bomber
FROM PAGE ONE

the U.S. case. The A350 is Airbus’s re-
sponse to Boeing’s long-delayed 787
Dreamliner aircraft, a fuel-efficient
jet whose success is critical to the fu-
ture of the U.S. company.

“If the WTO addresses launch aid
as a program, it could cover A350
launch aid,” said Theodore Austell,
Boeing’s vice president of govern-
ment operations. “The U.S. could
deem it non-compliant [with WTO
rules] and take retaliatory measures.”
U.S. trade officials have said they will
challenge any state aid for the A350 at
the Geneva-based WTO.

Though details of the WTO’s ruling
couldn’t be learned, it is unlikely in the
neartermtoleadtoanyU.S.retaliation
or any change to state-aid policies on
aviation. Trade-law specialists say the
1,000-page document’s wording will
be ambiguous enough to allow the EU
to appeal unfavorable findings. Ap-

peals could take up several years, and
any U.S. retaliation would have to fol-
low those appeals.

“This case could run for years,
and nothing will be settled through a
trade fight,” said Airbus spokes-
womanMaggie Bergsma.Airbus offi-
cials, who have proposed talks for a
settlement with Boeing since 2005,
say they will wait for rulings on both
the U.S. and EU cases before enter-
ing any discussions. The two sides
settled apreviousdisputeover subsi-
dies in 1992, but the U.S. walked
away from that deal in 2004, arguing
Airbus had an unfair advantage.

For either case to result in trade
sanctions, the punishment permit-
ted under WTO rules, one side would
have to demonstrate that its busi-
ness was harmed by illegal subsidies
to the other. That could be hard,
given the complexities of the aero-
space industry, say people on both

sides of the aviation dispute.
BoeingandtheU.S.argue that Air-

bus has received launch aid—state
funding to develop new planes—on
terms far more favorable than com-
mercial investors would offer. Air-
bus and EU officials say launch aid is
closer to a commercial investment
than Boeing contends. The Europe-
ans also argue that Boeing has re-
ceivedbillionsof dollarsinU.S.subsi-
diesthrough localtax breaksand fed-
eral grants for aerospace and de-
fense-research work. Airbus Chief
Executive Tom Enders has called
Boeing’s new Dreamliner “the most
subsidized jet plane in history.”

When the WTO rules a country has
been wronged in a trade dispute, that
country gets the right to raise tariffs
on goods imported from the country
orcountriesatfault.Countriesusually
compromise instead, to avoid trigger-
ing an escalating trade war.

Continued from first page
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U.S. gets new debut at world trade summit
Leadership changes
motivate the hopeful
to think about a deal

The Slump in trade
The financial crisis has set back 
world trade flows to their lowest 
levels since 2005, in trillions of 
U.S. dollars

2005 ’06 ’07 ’08 ’09

Note: Figures for all years are the value of total 
goods traded in world from January to April
Source: Global Trade Information Services
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n FARM SUBSIDIES/TARIFFS: The EU 
has high tariffs walls. Both the EU 
and U.S. give generous subsidies to 
their farmers, hurting developing 
world farmers on global food 
markets. The EU and U.S. have so far 
refused developing world requests 
to dismantle these barriers.

n EMERGENCY TARIFFS: India, China 
and other developing countries claim 
the right to impose emergency 
tariffs if imports of a certain 
agricultural product — for example, 
wheat or cotton — suddenly spike.

n INDUSTRIAL GOODS: The U.S. and EU 
want Brazil and others emerging 
markets to cut tariffs on trucks, 
subway cars and other “industrial 
goods” 

n SECTORALS: The U.S. and EU would 
like global tariff exemptions for 
some of their corporations's 
products, such as pharmaceuticals 
and electronics.

n CHEESE: The EU wants strong 
copyright protections on Roquefort, 
Parma and other place brand names 
associated with foods.

Doha headaches | Some of the issues dividing trade negotiators
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The Ports of Auckland in New Zealand

Jean-Claude Juncker, Luxembourg’s prime minister, greets Christine Lagarde,
France’s finance minister, before a meeting in Brussels on Wednesday.

EU backs limits on bank bonuses

Liechtenstein to give Germany client data in tax-offense queries

European Union finance minis-
ters backed imposing limits on bank-
ers’ pay but were less unified on spe-
cific measures to propose at the
G-20 summit this month.

Several of the bloc’s finance min-
isters, in Brussels for a special meet-
ing Wednesday to prepare a com-
mon negotiating stance for the sum-
mit of the Group of 20 industrial and
developing nations, cited pay curbs
as their main priority and backed rel-
atively tough proposals from
France.

The U.K. Treasury outlined the
proposals it plans to make to a pre-
summit meeting of G-20 finance
ministers in London this weekend.
They include having bonuses paid
over five years, with the potential
for some of that money to be clawed
back if a trader’s performance weak-

ens over time, a Treasury official
said. Banks also wouldn’t be allowed
to guarantee bonuses and a “signifi-
cant proportion” of bankers’ com-
pensation would have to be in non-
cash payments, such as stocks. The
U.K. will also push for an agreement
to force higher capital requirements
on banks with risky bonus struc-
tures, the official said.

Wednesday’s meeting came as
the EU’s official statistics office said
the euro-zone economy’s contrac-
tion slowed during the second quar-
ter, to 0.1% compared with the previ-
ous quarter, down from a 2.5% pace
in the January-to-March period.

“The worst is over for the time be-
ing,” Jean-Claude Juncker, chair-
man of the 16-nation euro-zone
group of finance ministers, said be-
fore the talks in Brussels.

Executive compensation has
been a thorny issue in Europe and
the U.S. since the start of the finan-
cial crisis, with France leading a

push for stronger pay curbs.
French President Nicolas

Sarkozy last week said 50% of bo-
nuses should be paid over a three-
year period and should be given out
based only on performance. French
Finance Minister Christine Lagarde
is proposing other options at the
ministers’ meeting, including a tar-
geted tax or a limit on the share of a
banks’ profit that can be paid in bo-
nuses. Ms. Lagarde said after
Wednesday’s meeting that France
had secured a “complete accord” in
on its proposals on bonuses within
in the Eurogroup.

Bonuses aren’t the only area un-
der scrutiny among European politi-
cians. A committee of the European
Parliament met Wednesday to con-
sider proposals to increase the trans-
parency and to limit the leverage of
hedge funds and private-equity
firms. Trade group the European Pri-
vate Equity & Venture Capital Asso-
ciation Wednesday said the burden

of any such laws should vary accord-
ing to the size of the funds, but said
it accepted the goal of a European
Commission directive to reduce sys-

temic risks and protect investors.
 —Alessandro Torello

and Peppi Kiviniemi
contributed to this article.

The Obama administration’s
first formal meeting with the
world’s trade ministers is likely to
underscore how the U.S.’s reticence
to pursue a free-trade agenda in the
face of domestic opposition has be-
come the main obstacle to moving
forward on global trade talks.

The talks Thursday and Friday in
New Delhi between officials from 36
countries, including U.S. Trade Rep-
resentative Ron Kirk, are the first

since a summit in Geneva in July
2008 failed to kick-start global
trade talks.

The so-called Doha Round of
trade talks was launched in Novem-
ber 2001 as a grand bargain of global
commerce. The deal was simple: Eu-
rope and the U.S. would open up
their markets to agricultural trade
and, in exchange, get better access
for manufacturers and service pro-
viders in booming markets such as
China and India.

Since last summer, enough has
changed to give World Trade Organi-
zation director Pascal Lamy hope of
reviving the eight-year-old negotia-
tions, which have long been stymied
by fears on the part of countries
such as India to open their markets,
and Western reluctance to do away
with politically popular agricultural
subsidies.

The European Union, U.S. and In-
dia have new leadership in their
trade offices. And economies and
trade flows are stabilizing after the
worst of the financial crisis.

“I am hopeful that a change in ad-
ministration and tone in India and
our country” will allow Doha to pro-
ceed, Mr. Kirk said in a conference
call with reporters Tuesday.

Few, however, expect substan-
tive progress on Doha at this week’s
gathering. So far, U.S. President
Barack Obama’s administration has
been ambivalent about trade, say
trade officials and analysts. As a can-
didate, Mr. Obama walked a fine line
between protectionism and free-
market ideology. Yet he hasn’t pro-
ceeded with free-trade agreements
in the works with South Korea, Pan-
ama and Colombia and has been

largely silent on Canadian and Mexi-
can complaints of protectionism.

Mr. Obama is under particular
pressure from labor to protect Amer-
ican jobs. On Wednesday, Mr. Kirk
was required to make a recommen-
dation to the White House on a case
brought by the United Steelworkers
seeking to impose tariffs of up to
55% on imports of Chinese tires.

That recommendation won’t be
public and Mr. Kirk declined to dis-
cuss his recommendation. But the
case will be watched as a gauge of Mr.
Obama’s free-trade credentials and
his willingness to protect markets.

Mr. Obama has yet to deliver a

promised major policy speech on
trade, though Mr. Kirk suggested he
could do so before the Group of 20
meeting of world leaders in Pitts-
burgh this month.

In India this week, “everybody is
waiting to see whether the U.S. will
indicate if it’s fully engaged,” says
Brendan McGivern, a Geneva-based
trade lawyer with White & Case LLP.

That Mr. Kirk is attending at all is
encouragement to some. “His pres-
ence is the reason everybody else is
coming,” says Fredrik Erixon, an an-
alyst with the Brussels-based Euro-
pean Center for International Poli-
tics and Economy. “What he says

will determine if the talks have
some life.”

Trade experts say another require-
ment for progress on Doha might be
to downsize. “They need to figure out
what to drop from the agenda to
make the round work,” says Mr.
Erixon. For example, he says, trade
ministers could jettison the idea of
liberalizing trade in services, such as
law firms and banking.

If all goes well, ministers could
continue discussions at the G-20
meeting and a WTO general assem-
bly beginning Nov. 30. The goal is to
set up another formal ministers’
meeting next year.

LEADING THE NEWS

By Adam Cohen in Brussels
and Paul Hannon in London

By Katharina Bart

ZURICH—Liechtenstein agreed
to provide Germany with data on cli-
ents suspected of tax offenses upon
request, giving up a long-held dis-
tinction between evading taxes and
outright tax fraud.

The pact, which goes into effect
in 2010, is based on a model conven-
tion laid out by the Organization for
Economic Cooperation and Develop-
ment, and formalizes a concession

the small Alpine nation made to the
OECD standards in March.

“The agreement being signed to-
day is good for our relations and pro-
vides a constitutional process in the
cross-border cooperation of our
countries in tax matters,” Liechten-
stein’s Prime Minister Klaus
Tschütscher said in a statement.
The two countries also agreed to
tighten ties with the goal of conclud-
ing a double-taxation treaty soon.

The pact marks a return to nor-

mal diplomatic relations for the two
countries and concludes an often
heated war of words. Liechten-
stein’s banks faced fierce pressure
and criticism last year after German
intelligence agents acquired a list of
foreign customers of Vaduz-based
LGT Group’s trust arm who were sus-
pected of large-scale tax evasion.
The information on 1,400 LGT cus-
tomers, 600 of them German, trig-
gered tax raids and culminated in in-
tense pressure on offshore havens.

Liechtenstein’s larger neighbor
Switzerland, which has nearly iden-
tical bank-secrecy laws, agreed this
year to adhere to OECD guidelines.

Liechtenstein and Switzerland
until recently distinguished be-
tween tax evasion and tax fraud. The
falsification of documents is de-
fined as tax fraud, a criminal of-
fense. Errors in tax filings—the
omission of assets, for example—
qualify as tax evasion and were pun-
ished less strictly, usually through

fines.
Observers generally see Liechten-

stein as facing greater political pres-
sure than Switzerland to water
down the secrecy laws. Liechten-
stein recently signed a landmark
deal with the U.K., which goes be-
yond OECD standards, aimed at mak-
ing U.K. clients comply with tax law.

By contrast, Switzerland is pledg-
ing to revise at least 12 double-taxa-
tion agreements by the end of the
year to include the OECD standards.

By John W. Miller in Brussels
and Peter Fritsch in Washington
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Taser system ‘shoots’ evidence
Stun-gun firm says
technology lets
police record video

Amazon files complaint
against Google book plan

Nokia sets price for its first netbook at high end of market

By Veronica Dagher

Taser International Inc.has spied
a business opportunity in the legal
battles often surrounding its contro-
versial stun guns: a high-tech system
worn by police officers that would
record every minute of their shift.

The new system would be able to
record and save large amounts of au-
dioand video data that police depart-
ments could easily sift through and
analyze. Taser says the system,
which is still in internal beta testing,
willhelp eliminate some ofthe uncer-
tainty that often surrounds law-en-
forcement litigation, and help police
agencies manage their video data.

“Law enforcement agencies have
allthesedata-collectionandvideo-col-
lection requirements, but they might
nothavetheITknow-howor moneyto
store all this information,” says Taser
Chief Executive Rick Smith.

Video evidence often needs to be
handled very carefully due to
chain-of-custody requirements, ac-
cording to Mike Fergus, program
manager for the International Asso-
ciation of Chiefs of Police Technol-
ogy Center. Requirements vary
widely by agency, he says.

The first part of Taser’s system,
dubbed Axon, consists of a head-
mounted camera that records high-
resolution video, as well as a storage
device that can hold eight hours of
recording, worn inside a police offic-
er’s belt. The officer can control the
system through a device mounted
on his or her shirt, and it includes a
privacy setting that offers the op-
tion not to record.

Police officers would pick up
their unit at the beginning of their
shift and log in using a private code.
At the end of the shift, they would
download recorded data by plug-
ging part of the unit into a securely
mounted docking device at the po-
lice station. Encrypted video would
then be transferred to multiple re-
mote data centers. The company
says evidence captured can’t be de-
leted or altered.

After the video is uploaded, the
officer or a supervisor can log on to
the corresponding Web site Evi-
dence.com, for which agencies pay a
monthly subscription, and create
tactical maps and link videos from
different units.

Taser said it will be up to individ-
ual agencies to set up recording poli-
cies for officers and determine how
long video evidence is stored.

Though the system will likely
help clear up disputes surrounding
use of its stun guns, Taser sees it be-
ing useful in other police skir-
mishes. “Imagine if this type of sys-
tem would have been available dur-
ing the disputed incident in Cam-
bridge, Mass.,” says Mr. Smith, refer-
ring to the dispute between Profes-
sor Henry Louis Gates Jr. and the
Cambridge police department.

But Taser could face problems
with the system’s adoption as city
budgets are still tight. Each unit re-
tails for about $1,700 per officer,
and the Web-site subscription costs
$99 per month, per officer.

“We see the positive evidentiary

value and the officer safety value,
but the cost is prohibitive for us,”
says Captain John O’Grady of the Or-
lando Police Department. Still, Mr.
O’Grady says the department is in
talks with Taser to become a beta
tester of the system.

Mr. Smith says coming stimulus
money could allow certain agencies
to afford the technology in the near
future. He is also hoping the benefits
a department would receive—such
as less time spent on officer paper-
work and more time on the street—
will help the system sell itself.

Taser hopes the technology,
which it expects to start selling in Oc-
tober, will provide a more steady in-
come stream, as opposed to the self-
described “lumpy” sales of its name-
sake Taser stun guns.
 —Shira Ovide

contributed to this article.
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By Jessica E. Vascellaro

And Geoffrey A. Fowler

Lawyers for Amazon.com Inc.
blasted Google Inc.’s copyright set-
tlement with the Authors Guild and
the Association of American Publish-
ers as an anticompetitive agree-
ment that would increase how much
consumers pay for digital books and
undermine the U.S. Congress’s role
in amending copyright law to ad-
dress changes in technology.

In a 49-page legal brief, Amazon
said, “Because such a resolution
would fly squarely in the face of Con-
gress’s constitutionally delegated
role to legislate changes to the copy-
right law, it must be rejected.” The
Seattle e-commerce giant filed the
brief late Tuesday with the U.S. Dis-
trict Court in New York, the court
that will decide whether to approve
the settlement.

Google spokesman Gabriel
Stricker defended the settlement in
a statement. “The Google Books set-
tlement is injecting more competi-
tion into the digital books space, so
it’s understandable why our compet-
itors might fight hard to prevent
more competition,” it read. The Au-
thors Guild didn’t return requests
for comment and a lawyer for the As-
sociation for American Publishers
didn’t have an immediate comment.
Amazon declined to comment.

The brief is Amazon’s boldest
step yet in the debate over the settle-
ment, which Google and the authors
and publishers struck last fall to re-
solve a years’-long class-action law-
suit over Google’s digitization of
books to include in its book search
service. The settlement gives Goo-
gle permission to use the works it
scanned in exchange for sharing rev-
enue it generates from ads and sales
of digital copies and subscriptions
back with rightsholders through a
registry.

Last month, Amazon joined a coa-
lition of companies that have con-
cerns with the settlement. But Ama-
zon, which has its own digital books
service, has shied from sharing
much about how it intends to op-
pose the settlement until now. The
brief also said that Amazon intends
to appear at the court’s settlement
hearing scheduled for Oct. 7.

The filing makes many of the
same arguments a wide group of crit-
ics have lobbed against the settle-
ment in recent months, including ar-
guments that it violates U.S. anti-

trust laws by making Google the ex-
clusive distributor of works whose
rightsholders are unknown, so-
called orphans. The U.S Justice De-
partment has for months been re-
viewing the agreement.

Google executives repeatedly
have argued that the agreement will
enhance competition, saying it is
nonexclusive and that other parties,
such as Amazon, are free to strike
similar deals with the registry.

In its filing, Amazon challenged
that argument and said the settle-
ment doesn’t adequately ensure
that other companies could achieve
the same copyright immunities Goo-
gle will get under the settlement
merely by starting to scan works
themselves.

“The Registry or another class
representative might simply choose
to litigate in the hopes of collecting
massive statutory damages for
Rightsholders rather than settle
and authorize a new distributor,”
Amazon’s brief read.

Amazon has a burgeoning busi-
ness selling e-books for its Kindle
e-reader, and other platforms such
as the iPhone. Its e-book offerings,
totaling more than 300,000 titles,
are far smaller than the millions of
digital titles that Google would have
access to should the settlement be
approved, though a major portion of
the books Google scanned are out of
print and aren’t in demand.

Amazon said in the filing that
since 2002, it had digitized three
million books on its own, all with the
consent of copyright holders. It uses
its own scans to help sell books
through its e-commerce site by al-
lowing customers to use a “search in-
side” function, where they can see
small portions of books before buy-
ing them. Amazon also owns a
print-on-demand business, which
turns electronic copies of books into
print editions for smaller publish-
ers. It also prints some out-of-copy-
right titles for the University of
Michigan, which participates in Goo-
gle’s book-scanning project.

By Gustav Sandstrom

Nokia Corp. Wednesday priced its
firstnetbookcomputeratthehighend
of the market as it also highlighted
newmusicphonesandmultimediaser-
vices, including a “Lifecasting” offer-
ing that integrates its phones with so-
cial-networking service Facebook.

Nokia’s Booklet 3G, the closely
watched netbook it unveiled last
week, will ship at Œ575 ($818) be-
fore subsidies and taxes, the Finn-
ish company said at its Nokia
World conference in Stuttgart, Ger-
many. The netbook, which Nokia
describes as a mini-laptop, comes
with Microsoft Corp.’s Windows 7
operating system and will be on
shelves in the fourth quarter.

In his keynote remarks, Chief Ex-
ecutive Olli-Pekka Kallasvuo said

the Booklet 3G and the N900, a
smart phone also announced last
week, are natural steps for Nokia as
the company strives to create the
world’s largest mobile service de-
livery platform. Mr. Kallasvuo said
maps and navigation will be at the
heart of the company’s con-
nection services.

With the Booklet, the
company is entering a rela-
tively new category of
light computers smaller
than a typical laptop. Com-
panies such as Acer Inc.
and Hewlett-Packard Co.
offer a number of netbooks
for unsubsidized prices
around Œ300. Subsidies,
typically offered with ser-
vice contracts from wire-
less providers, can sharply

reduce the price of a device.
The Booklet 3G is “a very nice

product” with attractive finish and
good battery life, said Ben Wood,
research director Ben Wood at CCS
Insight, but he said that that its
Œ575 headline price is at the high

end of the range compared with
competing netbooks.

Carphone Warehouse PLC, a
U.K.-based mobile-phone retailer,
said Wednesday it is talking to Nokia
about stocking the Booklet, but said
it is too early to provide details of any

specific pricing deals for the device.
In a slew of product announce-

ments at the conference, Nokia
showed off the new X3 and X6 music
phones and said it will launch its N97
mini-handsetinOctober.Nokia’sFace-
book tie-in, dubbed Lifecasting with

Ovi, will be available with the
N97 mini-phone, it said.

Nokia has been pushing
into the PC business and
strengthening its focus on
the service segment amid
falling revenue.The com-
pany has launched services
like the Ovi application
download store and last
month said it will establish
a new Solutions unit that
will integrate its offerings
of consumer services and
mobile phones.

Taser CEO Rick Smith demonstrates part of the company’s new wearable system
that police officers can use to record evidence while they work.

TECHNOLOGY JOURNAL

Crowded computing
How Nokia’s new netbook stacks up against similarly priced competitors

Sources: retailers and companies

Name Processor Memory Hard drive Average price

Acer Aspire One 751h-52Yw 1.33GHz 2MB 250GB Œ510 Incl VAT

MSI U115 Hybrid Netbook 1.6Ghz 1GB 160GB/8GB Solid 
State drive

Œ510 Incl VAT

Sony Vaio P VGN-P11Z/G 1.33GHz 2GB 60GB Œ764 Incl VAT

Nokia 3G 1.6Ghz 1GB 120GB Œ575 Excl VAT

Google repeatedly
has argued that the
agreement is
nonexclusive.
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Taliban kill Afghan spy official
Bombing at mosque
leaves 23 dead, hits
weakened leadership

Milos Melcak, seen here in April, is a renegade member of parliament who has
voted both with right- and left-leaning parties but is now leaving parliament.

Afghan men prepare for rites for a civilian killed in a suicide attack outside a mosque in Mehterlam on Wednesday morning.

Czechs try to get snap election back on track

By Matthew Rosenberg

And Anand Gopal

KABUL—A Taliban suicide
bomber killed at least 23 people in-
cluding Afghanistan’s deputy intelli-
gence chief Wednesday, demonstrat-
ing the insurgency’s reach and its
ability to hit a vulnerable Afghan
government.

The morning assassination of
one of Afghanistan’s top antiterror-
ism officials came ahead of the lat-
est set of election results, which
showed incumbent Hamid Karzai
with a comfortable lead over chief ri-
val Abdullah Abdullah.

Mr. Karzai has captured 47.3% of
the roughly 3.5 million votes
counted, from nearly 60% of all poll-
ing stations. That represents a
15-point advantage over Dr. Abdul-
lah, but Mr. Karzai is short of the ma-
jority he needs to avoid a runoff. A
number of ballots are being investi-
gated and, if declared tainted, could
be thrown out.

The troubled, drawn-out vote
count has heightened the country’s
political uncertainty and opened a
window for the Taliban to sow disor-
der. The attack was likely to raise fur-
ther questions about the ability of
the Afghan government to protect
its own top officials, as it struggles—
along with its U.S. and European
backers—to address a shaky secu-
rity situation.

The slain official, Abdullah Lagh-
mani, helped head the National Di-
rectorate of Security, which has
been at the forefront of the anti-Tali-
ban fight. Insurgent groups have
long targeted Mr. Laghmani, accord-
ing to Afghan intelligence agents.

Early Wednesday, Mr. Laghmani
was emerging from a mosque in Me-
hterlam, the capital of Laghman
province, about 100 kilometers east

of Kabul, when a man approached
and detonated explosives. The blast
killed Mr. Laghmani and a number of
senior provincial officials, accord-
ing to Sayed Ahmad Safi, a spokes-
man for the provincial governor.

How the bomber slipped past Mr.
Laghmani’s security detail wasn’t
clear, Mr. Safi said. Mr. Laghmani,
who comes from Laghman, had been
at the mosque to discuss security in
the province with tribal elders, ac-
cording to Mr. Safi. Taliban spokes-
man Zabihullah Mujahid said his
group was responsible for the at-
tack, the Associated Press reported.

The insurgents have repeatedly
warned Afghans not to work with
the government, and they’ve killed
high- and low-ranking officials. In re-
cent weeks, they’ve ambushed and
wounded lawmakers traveling

along a main road south of Kabul;
killed a district governor in south-
ern Afghanistan; and slain a number
of election workers in the North.

President Karzai called Wednes-
day’s attack an attempt by the “en-
emy” to undermine the govern-
ment. But other “brave and hard-
working” Afghans would take the
places of those slain, he said in a
statement.

The attacks point to an insur-
gency that is packing a powerful
punch as it expands beyond the Tali-
ban stronghold in the south.

The top American commander in
Afghanistan, Gen. Stanley McChrys-
tal, this week warned that condi-
tions were “serious” and urged the
U.S. and its allies to quickly shift
course, in a grim classified assess-
ment of the situation on the ground.

The U.S. and its allies are also
struggling to contain the fallout
from the Aug. 20 presidential elec-
tion, which has been marred by alle-
gations of electoral fraud on the
part of leading candidates. Western
officials fear the fraud charges
could further damage the legiti-
macy of the next administration,
making it more difficult to over-
come Taliban forces.

Across the border in Pakistan on
Wednesday, gunmen on a pair of mo-
torbikes tried to kill the religious af-
fairs minister, who was traveling in
car through the capital of Islamabad,
officials said. The audacious daylight
attack by suspected Islamic militants
in the country’s heavily guarded
heart targeted Saeed Kazmi, a cleric
from Pakistan’s relatively moderate
Barelvi Muslim tradition.

By Sean Carney

PRAGUE—In March, the need for
a snap election was just about the
only thing the Czech Republic’s polit-
ical class could agree on. Now even
the snap elections are in doubt.

On Tuesday, the Constitutional
Court put the brakes on polls slated
for Oct. 9, saying the voting can’t
take place until the court decides on
a motion submitted to it by Milos
Melcak, a member of parliament
who isn’t running for re-election.
His motion claims it is unconstitu-
tional for the parliament to cut
short its term in office.

In March, the ruling right-lean-
ing coalition led by the Civic Demo-
crat party lost a parliamentary confi-
dence vote. The no-confidence vote
had been the fifth since the govern-
ment took power with a three-party
minority coalition in 2007. After the
vote, the parliament and the presi-
dent agreed to hold early elections
in October, rather than in June 2010
as originally planned.

A caretaker cabinet of deputy
ministers and technocrats was ap-
pointed to run the country in the in-
terim. However, the carefully neu-
tral lineup of the cabinet hasn’t al-
lowed it to convince parliament to

rein in the Czech Republic’s budget.
Afraid of being punished by voters
in the election, parliamentarians
have largely rebuffed the caretak-
ers’ calls for budget cuts.

Any delay to the elections puts
the fate of the 2010 budget in limbo.
The country’s fiscal deficit is ex-
pected to reach 230 billion koruna
($12.74 billion) this year, or about
7% of gross domestic product, com-
pared with a 20 billion koruna gap in
2008, or 1.2% of GDP.

Finance Minister Eduard Janota
is calling for a 70 billion koruna re-
duction in the deficit, largely
through government spending cuts,
higher taxes and a freeze on state-
funded pension benefits.

The Constitutional Court will
make a decision on Mr. Melcak’s mo-
tion Sept. 10. In the meantime, high-
level Czech politicians including
President Vaclav Klaus, Prime Minis-
ter Jan Fischer and the chairmen of
the upper and lower houses of parlia-
ment plan to meet early Thursday to
come up with a legal avenue that
will ensure early elections are held.

To keep elections on track in Octo-
ber, parliament is debating whether
to approve a constitutional amend-
ment that would allow them to be
held. It is already allowed to call early

elections if it tries and fails three
times to establish a new government.

If elections are delayed until
June, it doesn’t necessarily mean pol-
iticians will stand firm in their oppo-
sition to spending cuts. They might
vote for them on the off chance that
the caretaker government takes the

blame among the electorate for any
belt-tightening measures.

Some analysts have said the Con-
stitutional Court could in the end
conclude its deliberations swiftly,
find that early elections are in fact le-
gal and allow the October polls to go
ahead.

LEADING THE NEWS
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BY A WSJ STAFF REPORTER

BEIJING—A European business
group expressed concern about
growing protectionism in China and
urged the country to continue to
open its markets, end restrictions
on foreign investment and cease in-
tervention in industry.

“Over the past year, the Euro-
pean Chamber has noted a gradual
slowdown—and in some cases a par-
tial reversal—in the economic open-
ing up process,” said Joerg Wuttke,
president of the European Union
Chamber of Commerce in China.

“We are convinced that this is an
ideal moment for China to adopt a
new and bolder cycle of reforms, a
move that would ensure that China
maximizes its growth potential over
the next five to 10 years,” he said af-
ter the European lobby group re-
leased an annual position paper.

The paper highlighted some ar-
eas where China has made progress
in opening its market to foreign par-
ticipants and in freeing up its econ-
omy, citing changes allowing for-
eign banks to trade yuan-denomi-
nated corporate bonds, reforms to
the oil product pricing system, and a
health-care-reform plan.

Foreign companies remain confi-
dent in the Chinese market and opti-
mistic about their business pros-
pects there, it said.

But the paper also outlined a
range of grievances of European
companies active in the vast and
fast-growing market. It said they
are increasingly concerned by a ten-
dency of the Chinese authorities to
favor local companies over foreign
firms.

Barriers to entry to China’s mar-
ket, including capital requirements
for establishing new businesses, li-
censing procedures, and forced
joint ventures and ownership caps,
also make China less and less appeal-
ing as an investment destination for
European companies, it said.

European investors in technol-
ogy and branded goods are more in-
terested than ever in the Chinese
market, but they are “extremely cau-
tious” about further investment,
the paper said.

Comments from China’s Minis-
try of Foreign Affairs and the Minis-
try of Commerce on the position pa-
per weren’t available.

Mr. Wuttke said in an interview
that China showed “a major reform
drive” from 2001 to 2006 following
its admission to the World Trade Or-
ganization, but that it now lacks a
“clear checklist” for future over-
hauls.

He said the EU business group
has met with Chinese officials from
all levels as well as think tanks to dis-
cuss its grievances and that feed-
back from the China side has been
mixed.

A recent directive from the State
Council to Chinese industry to curb
overcapacity shows China is making
some effort to deepen structural re-
form of the economy, he said. But he
added that foreign companies are be-
coming increasingly frustrated by a
lack of transparency in legislation
and implementation of policy.

The chamber’s report also men-
tioned China’s “Green Dam” regula-
tion on Internet-filtering software,
saying it was promulgated with very
limited consultation.

Beijing originally intended to en-
force a mass installation of the soft-
ware in personal computers, but
scaled back the plan considerably
following fierce resistance from for-
eign computer makers and Chinese
Internet users.

European group
calls on China
to open economy

A
ss

oc
ia

te
d

Pr
es

s

4 THURSDAY, SEPTEMBER 3, 2009 T H E WA L L ST R E ET JO U R NA L .

Airlines hope food offerings entice fliers
Improved selection
can generate revenue;
using celebrity chefs

Delta Air LInes

Delta says one of its best-selling items is a $6 fruit and cheese plate with smoked
Gouda, Havarti and Derby cheeses paired with grapes, pecan halves and dried apricots.

By Stephanie Simon

And Chris Herring

Please scare the bears. That’s the
message state wildlife officials are
sending residents of Colorado com-
munities besieged by hungry black
bears with a taste for fresh-baked
pies and other fattening human fare.

In hundreds of brazen—and
sometimes violent—incursions this
summer, the bears are bursting into
homes, ripping open cars, ravaging
trash bins and strolling insouciantly
down busy streets.

In Aspen, the hardest-hit town,
police have received more than 460
calls for help dealing with bears
since July 1, including 15 during one
24-hourperiod lastweek.Wildlifeof-
ficials saythe bearsare notonly com-
fortable with humans, but are also
teaching their cubs to scavenge for
fried chicken and candy instead of
acorns and berries.

So wildlife officials are begging

anyonewhoencountersabearinanur-
ban setting to be mean to it: Shout,
throwrocks—anythingtomakethean-
imals associate people with fear and
discomfort instead of greasy treats.

“People will say, ‘I went “shoo,
shoo!” ’ That’s not what we’re look-
ing for,” said Randy Hampton, a
spokesman for the Colorado Divi-
sion of Wildlife. “We have to make it
uncomfortable for them to be here.”

There has been one fatal bear at-
tack in the state this year, involving a
woman who defied years of warn-
ings and persisted in feeding bears
in southwest Colorado.

Other encounters have been less
grave—but still frightening.

In Aspen on Monday, a bear at-
tacked a woman dozing on her deck,
injuring her leg. Two weeks ago, an-
other bear broke into an Aspen
home and clawed the homeowner
when she surprised him as he rifled
through some chocolate toffee. Both
bears were euthanized.

State wildlife officials estimate
they have killed more than 40 bears
this year that attacked humans or re-
peatedly encroached on urban areas.

That’s higher than normal, but
not unprecedented; a similar num-

ber of bears were put down in 2002
and 2007. But those years were
marked by bad weather that de-
stroyed much of the berry crop and
made bears desperate for food. This
year, the berry and acorn supply is
ample in much of the state. Yet some
bears have apparently come to pre-
fer human fare in their quest to pack
in as much as 20,000 calories a day to
bulk up before hibernating.

“We have two generations of
bears that have figured out they can
make a much better living off human
food,” said Tyler Baskfield, a state
wildlife spokesman.

Black bears are one of the largest
mammals in North America. They’re
about one meterhigh at the shoulder
and 1.8 meters long and can easily
weigh 136 kilograms. In late summer
and fall, they enter a feeding-frenzy
phase, foraging up to 20 hours a day.
Theycansmellfoodfromeightkilome-
tersaway;oncetheyfindacacheofcal-
ories, they remember the location, re-

turn often and teach their cubs.
“The moment a bear is rewarded

by figuring out there’s food in these
funny boxes we live in, you can’t
build a door or a window that will
keep him out,” said Mr. Hampton,
the state wildlife spokesman.

Many residents cherish the bruins
asmajesticsymbolsofthewildandrel-
ish the chance to see them up close.

So even as paramedics were
treating the bloody claw marks
across her back, Aspen resident
Maureen Hirsch tried to deflect
blame from the toffee-loving bear re-
sponsible, insisting he wasn’t ag-
gressive—she had just startled him.

She and her husband, Tom, see
bears cutting through their back-
yard all the time. They can’t imagine
throwing rocks. “Why would we
haze a bear?” Mr. Hirsch asked.

Mrs.Hirsch plans instead to make
sure her neighbors lock up their gar-
bage. “This is a people problem,” she
said. “It’s not a bear problem.”

Colorado community struggles to run bears out of town

By Scott McCartney

Sushi at 35,000 feet? “Cherry
Garcia” ice cream in a middle seat?
Sage-infused Derby cheese and
dried apricots from a food cart? Air-
lines are upgrading their coach food
offerings, hoping that passengers
will finally swallow the notion of
buying food in the sky.

Free meals in coach were re-
moved from most domestic airlines

in cost-cutting
moves soon after
2001, and many
travelers have
grown accustomed

to toting their own food aboard
planes. Food-for-purchase replace-
ments never sold well and airlines
had trouble controlling inventory.
Many tried boxes of snacks with
long-shelf lives but little appeal and
poor nutrition. Most carriers say
their coach food programs typically
only covered their costs, with any
profits usually wiped out by unsold
food they bought from caterers then
threw out.

Now airlines are revamping their
offerings—and inventory con-
trol—in a bid to turn coach food into
a money-maker, to better compete
with upgraded airport food outlets
and even enhance their own brand.
Gone are boxes with beef jerky and
soggy turkey sandwiches. In their
place, fresh foods, lighter fare,
brand-name products and even the
kind of fancy food you get in first
class. You might even call it “haute
cuisine” since it’s served about 10 ki-
lometers above sea level.

“Airline food today is totally dif-
ferent than it was when they wanted
the cheapest turkey and cheapest
bread to mass-produce free food,”
says Jeff Miller, senior vice presi-
dent at LSG Sky Chefs, a major air-
line catering company.

Food sales will likely never gener-
ate hundreds of millions of dollars
in revenue for airlines as baggage
fees do, but meals can be a way for
an airline to stand out over competi-

tors. Continental Airlines is the
only major U.S. carrier still serving
free food in coach at mealtime on do-
mestic flights, and its executives be-
lieve that has enhanced Continen-
tal’s reputation among travelers.
Other airlines are trying to stand
out with appetizing buy-on-board
menus. “This is one way for them to
differentiate themselves,” said Mr.
Miller.

It may take a lot for U.S. airlines
to win back some customers who
gave up the notion of buying food on
a plane. So far, airlines say new offer-
ings are selling slightly better, but
are just now picking up steam. Until
travelers are convinced there will be
good choices onboard, many will
simply buy what they like before
boarding.

Monica Solomon of Austin,
Texas, for example, studied restau-
rants and sandwich shops as she left
the Hartford, Conn., airport. She
wanted to know where to stop and
buy dinner for her return flight last
Sunday. “I can always bring some-
thing better,” she says after consum-
ing a Subway sandwich in-flight. “I
haven’t bought food from an airline
in a couple of years, and when we
did, we were disappointed.”

To lure back fliers like Ms. So-
lomon, Delta Air Lines has been roll-
ing out new coach food products de-
signedby celebrity chef Todd English,
includinggrilledchickengyros,andal-
mond butter and grape jelly sand-
wiches. Some popular indulgences
like $2 cups of Ben & Jerry’s ice cream
have been added to some flights. One
of the best-selling items, Delta says, is
a $6 fruit and cheese plate with
smoked Gouda, Havarti and Derby
cheeses paired with grapes, pecan
halves and dried apricots.

American Airlines thinks serv-
ing brand names is a better ap-
proach rather than celebrity chefs
who may not be well-known in some
parts of the country. American now
sells Boston Market sandwiches and
salads, figuring the well-known res-
taurant chain will give passengers
better assurance of the quality of
the food over unnamed airline fare.

Catering companies that supply
American’s food prepare the items
under Boston Market specifica-
tions, and items are priced only
slightly higher than store prices. For

$10, American serves you a chicken
Carver sandwich, bag of potato
chips and a soft drink (still offered
free by the airline). Boston Market
sells the sandwich combo with a
drink and a side for $8.29.

Another offering: the popular
nut blend mix American serves to
first-class passengers has been pack-
aged for coach customers, at $3 per
serving.

“We weren’t particularly good
at retail food when we started,
but we’ve learned so much over
the course of five years, particu-
larly from our flight atten-
dants,” says Lauri Curtis, Ameri-
can’s vice president of onboard
service. “I think we’re on to some-
thing now.” With the menu changes,
overall sales are up slightly per
flight at American, she says.

Frequent traveler Gail Cantor is a
convert, opting to regularly buy
from American’s Boston Market
menu. “It was not that bad, and I
was hungry,” she says of her Italian
grinder. “This is better than it was
when they first started doing pay-
for-food. I’ll do it again.”

Perhaps the most ambitious
coach food effort can be found at Ha-
waiian Airlines, which still serves
free meals in coach on flights be-
tween the mainland U.S. and Hawaii,
but now has added a meal-upgrade
program. The airline redesigned its
free offerings so they are all natural
without preservatives, and then
wondered if coach passengers
would spend $10 on a meal upgrade?
Passengers can get manicotti with
chocolate cake for free, or pay $10
for Caesar salad with grilled chicken
or satay chicken in vermicelli noo-
dles. The best-seller is a sushi bento
box with California rolls, edamame
and teriyaki chicken.

“It’s been a success,” said Louis
Saint-Cyr, vice president of in-flight
services. “Quality sells.”

On average, about 4% of custom-
ers buy the premium meal on day-
light flights, and 6% to 7% on
evening runs, and Mr. Saint-Cyr
hopes to move it up to 10%. The pre-
mium-meal programs ends up par-
tially subsidizing the cost of free
meals. That allows for better quality
on the free meals so passengers
don’t feel that the free option is so
bad the airline is forcing them to pay

for descent food. “We are having the
two compete with each other,” he
says.

Hawaiian plans to develop combi-
nation deals where wine selections
from a specialty vineyard are paired
and sold with premium meals. Cus-
tomers could rent a personal digital
entertainment player and have a
semi-business-class experience in
coach.

Airlines have found that length
of a trip, percentage of connecting
passengers, time of day and even
quality of airport restaurants at a de-
parture city can all affect how much
food travelers will buy on board.
American and other airlines have
eliminated cash for purchases in-
flight and now require credit cards.
One reason: Credit-card readers rap-
idly report exactly what gets sold to
the airline, enabling quick changes
based on trends of what’s selling
well and what’s not.

Optimizing what gets loaded
onto each flight to sell with as little
waste as possible is the key ingredi-
ent for airlines to succeed as food re-
tailers, says Keith McGrath, a vice
president at airline caterer Gate
Gourmet. “When you get that right,
that’s when you can start to make

money,” he says.
United Airlines used to spend

$100 million a year on coach-cabin
food when serving free meals, but
now spends $20 million and brings
in $20 million in revenue, Dennis
Cary,seniorvice presidentofmarket-
ing, said at a conference in March.
This summer, United began rolling
out a new “Choice Menu” with items
such as a Mediterranean salad, Ca-
prese sandwich with tomatoes, moz-
zarella and basil, smoothies and yo-
gurt parfaits. The rollout will be in
all markets by February.

In some markets, the number of
customers buying food on a flight
doubled in the first few days of the
program, the airline said in an inter-
nal message to employees.

Mr. McGrath at Gate Gourmet
says some airlines are looking at let-
ting travelers pre-order high-end
meals, loaded on a flight only when
there was a guaranteed sale aboard.
U.S. carriers are also studying hot
meals to sell. A hot breakfast sand-
wich is popular with easyJet custom-
ers in Europe, he noted. One reason:
the aroma of the hot sandwich en-
tices other passengers to buy.

Email to middleseat@wsj.com.

A black bear roams a street in Aspen,
Colo., last month, hunting for food.
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By Michael Carolan

LONDON—DSG International
PLC, the owner of Currys and PC
World, sounded a note of optimism
Wednesday, pointing to its quar-
terly sales results as evidence of a
shorter consumer downturn than
originally feared.

Chief Executive John Browett
said that while business across Eu-
rope remains difficult, “the outlook
now looks less negative than it did
in the spring.”

The comments came as Europe’s
No. 2 consumer-electronics seller re-
ported a 6% drop in sales for the 16
weeks to Aug. 22. That compares
with a 9% drop in the year to May. An-
alysts had feared a sales fall of more
than 10%.

While sales declined year over
year, the picture looked far more
rosy month-on-month, with sales
levels rising in each month of the
summer, Mr. Browett said. This was
partly thanks to a store-remodeling
program but also due to an improv-
ing economic climate, he added.

“It’s not going to be quite as bad
as some of the more pessimistic sce-
narios had suggested,” he said.

Mr. Browett said the company’s
sales performance had beaten ex-
pectations despite DSG’s focus on
margins and costs rather than top-
line growth. Gross margins across

the group grew 0.7%.
Pali International analyst Nick

Bubb said the stronger-than-ex-
pected sales performance owed a lot
to a 9% sales rise in the Nordic re-
gion—which offset the poor per-
formance in the U.K, where sales
were down 14%. A huge lift from the
U.K. store remodelings will be
needed if real shareholder value is
to be delivered, he said.

Appliance and electronics re-

tailers have been among the worst
hit by the downturn as consumers
take longer to replace white goods
and PCs and cut back spending on
other items such as cameras and
music players.

Moreover, DSG has suffered
more than some of its rivals be-
cause of its heavy exposure to the
weak U.K. market. By comparison,
Metro AG’s Media Markt posted a
2.9% rise in first-half sales recently,

boosted by a 5.8% rise in Germany,
which was also helped by a store-re-
vamp program.

Store revamps are also seen as
key to DSG’s long-term prospects
when Europe emerges from reces-
sion. The company is in the process
of refitting its U.K. stores in anticipa-
tion of increased competition from
U.S. giant Best Buy Co., which is set
to launch big-store formats in the
U.K. next year. The Best Buy launch
was originally planned for this sum-
mer, but was delayed because of the
economic downturn.

Mr. Browett said that all of DSG’s
revamped stores had continued to
deliver a profit performance be-
tween 11% and 65% better than older-
format stores.

So far 108 of its 519 U.K. stores
have been converted to one of its
four new formats, with a further 60
to 80 stores to be refitted by year
end. The revamped stores have a
larger range of products, with dem-
onstration and interactive areas.

DSG also said Wednesday it has
agreed to sell its eight Polish Electro
World stores to IDMSA Brokerage
House, working with Mix Electron-
ics SA—a rival electrical retailer in
Poland—for a nominal consider-
ation of Œ1 ($1.42) . Mr. Browett said
the Polish sale marked the last of
DSG’s major disposals.

BP must drill deep for big find
The oil field, 10 kilometers under the Gulf of Mexico, is likely to test the firm’s technology

By Julia Mengewein

And Katharina Bart

ZURICH—Swiss bank Credit
Suisse Group said Wednesday that
investment-banking head Paul
Calello will be replaced temporarily
as he undergoes treatment for can-
cer, according to people familiar
with the matter.

The Zurich-based bank’s Eric
Varvel, chief executive of Credit
Suisse’s business in Europe, the Mid-
dle East and Africa, will serve as act-
ing chief executive of the invest-
ment-banking division as Mr.
Calello begins an intensive program
of treatment. Mr. Calello, 48 years
old, will remain as involved in the
bank’s business as his treatment al-
lows, the firm said.

Messrs. Calello and Varvel “will
consult closely, working together
and with me to set the strategic di-
rection of the investment bank,”
Credit Suisse Chief Executive Brady
Dougan said in a statement. In a
memo to employees, Mr. Dougan de-
scribed the illness as “a treatable
cancer,” and the firm said it looked
forward to seeing Mr. Calello back in
his role full-time as soon as possible.

Mr. Calello is credited with guid-
ing Credit Suisse into an enviable po-
sition, with strong capital and a
sharply reduced stock of risky secu-
rities.

In December, Mr. Calello
launched deep cutbacks at the in-
vestment bank, including layoffs of
more than 10% of the overall bank’s
work force. Risk-taking was re-
duced, with Credit Suisse leaving
some businesses and concentrating
more on trading with clients. In
April, Credit Suisse parlayed im-
proving securities markets into bet-
ter-than-expected profits for the
first quarter. The bank also re-
corded one of the strongest capital
ratios of any global bank in the sec-
ond quarter.

Mr. Calello, who didn’t take a bo-
nus for 2008, also helped launch a so-
called toxic pay plan for Credit
Suisse’s bankers and traders. The
plan, which pooled $5 billion of dis-
tressed bonds as bonus pay, re-
turned 17% over the first six months
of the year.

DSG provides an optimistic outlook on sales

Customers enter a Currys store in Croydon, U.K. DSG, owner of Currys and PC
World, expects a shorter downturn in consumer spending than first predicted.

By James Herron

LONDON—BP PLC announced a
“giant” oil discovery deep beneath
the Gulf of Mexico, the U.K. energy
company’s latest find in an area that
is proving to hold considerable re-
sources, but stretches the limit of
BP’s technical capabilities.

Wednesday’s announcement
comes as Western oil companies
find themselves under pressure to
push technological limits to make
new discoveries, having largely
been denied access to the biggest oil
resources in the Middle East.

BP said its discovery, on a field
called Tiber, is the deepest oil field
drilled to date. Lying more than 10 ki-
lometers underground, it probably
holds more than the three billion
barrels of oil equivalent that BP
found at the nearby Kaskida field in
2006, spokesman Robert Wine said.
At a 20%-30% recovery rate, which
would be typical for this kind of
field, Tiber could contain recover-
able reserves of 600 million to 900
million barrels of oil equivalent,
said NCB Stockbrokers analyst Pe-
ter Hutton.

The find is confirmation of BP’s
strong focus on the Gulf of Mexico,
although it only represents about
7%-10% of the company’s existing re-
serves, Mr. Hutton added.

If both Tiber and the nearby
Kaskida discovery are developed,
they could boost BP’s output in the
Gulf of Mexico by more than 60% to
about 650,000 barrels of oil equiva-
lent per day within the next 15 years,
Mr. Wine said.

“These material discoveries, to-
gether with our industry-leading
acreage position, support the con-
tinuing growth of our deep-water
Gulf of Mexico business into the sec-

ond half of the next decade,” said
Andy Inglis, chief executive of explo-
ration and production at BP.

Shares in BP rose after the an-
nouncement. The stock gained 4.3%
to close at 542 pence ($8.76), up 22
pence in London.

The discovery marks the latest
success by Western companies us-
ing new technology to make big oil
finds in previously untapped areas.

Tiber is almost on a par with bil-
lion-barrel discoveries in Ghana and
Uganda made by consortia led by
U.K. oil explorer Tullow Oil PLC.
Tullow has enjoyed considerable
success by focusing on geological
formations called stratigraphic

traps, which have received signifi-
cantly less attention than easier-to-
find structural traps that hold the
bulk of conventional oil resources.

The discoveries in the Gulf of
Mexico and Africa pale in compari-
son with the oil finds offshore Brazil
of between eight billion and 12 bil-
lion barrels of oil equivalent. Those
discoveries, led by Petróleos
Brasileiro SA, lie under more than
2,000 meters of water and a further
5,000 meters under sand, rock and
salt. They could transform Brazil
into a new oil power,but will be
tough and expensive to develop for
large-scale production.

BP is also likely to find Tiber and

Kaskida technically challenging and
costly to develop, but the rewards
are potentially huge, said ING ana-
lyst Jason Kenney.

“Having had the experience of
Thunder Horse means our capabili-
ties have been extended,” and BP be-
lieves both Kaskida and Tiber are
within the bounds of what it can
achieve, Mr. Wine said.

Thunder Horse, BP’s cutting-
edge deep-water Gulf of Mexico
project that started last year, is now
producing 300,000 barrels of oil
equivalent per day.

BP’s partners in Tiber are Petro-
bras and ConocoPhillips.

Credit Suisse investment-bank chief
Paul Calello speaks in China in May.

CORPORATE NEWS

Discovering profits
BP's Gulf of Mexico deep-water oil 
discoveries have been instrumental 
in reversing output decline. 
Year-to-year percentage change in 
BP total output
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Source: the company
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BP's flagship Thunder Horse platform in the Gulf of Mexico. 
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Credit Suisse’s
banking CEO
fighting cancer
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.10 $25.37 0.01 0.04%
Alcoa AA 24.60 11.55 –0.04 –0.35%
AmExpress AXP 9.60 31.95 –0.03 –0.09%
BankAm BAC 217.40 16.27 –0.18 –1.09%
Boeing BA 3.60 48.40 –0.37 –0.76%
Caterpillar CAT 8.30 43.51 –0.33 –0.75%
Chevron CVX 7.40 68.04 –0.44 –0.64%
CiscoSys CSCO 37.90 21.55 0.38 1.79%
CocaCola KO 17.50 49.80 1.27 2.62%
Disney DIS 14.50 25.40 –0.28 –1.09%
DuPont DD 5.20 31.06 0.01 0.03%
ExxonMobil XOM 14.50 68.18 –0.23 –0.34%
GenElec GE 68.40 13.20 –0.14 –1.05%
HewlettPk HPQ 15.00 44.25 0.38 0.87%
HomeDpt HD 9.50 26.53 –0.21 –0.79%
Intel INTC 39.40 19.47 –0.25 –1.27%
IBM IBM 4.60 116.09 –0.60 –0.51%
JPMorgChas JPM 32.20 40.86 –0.81 –1.94%
JohnsJohns JNJ 7.50 59.76 –0.18 –0.30%
KftFoods KFT 5.60 28.01 –0.06 –0.21%
McDonalds MCD 6.40 55.37 –0.27 –0.49%
Merck MRK 12.90 30.81 –0.60 –1.91%
Microsoft MSFT 37.70 23.86 –0.14 –0.58%
Pfizer PFE 38.20 16.28 –0.10 –0.61%
ProctGamb PG 8.00 52.80 –0.22 –0.41%
3M MMM 2.90 70.58 0.46 0.66%
TravelersCos TRV 3.80 49.15 –0.11 –0.22%
UnitedTech UTX 3.50 58.85 –0.21 –0.36%
Verizon VZ 10.00 30.14 –0.23 –0.76%
WalMart WMT 12.60 50.92 –0.05 –0.10%

Dow Jones Industrial Average P/E: 15
LAST: 9280.67 t 29.93, or 0.32%

YEAR TO DATE: s 504.28, or 5.7%

OVER 52 WEEKS t 2,252.21, or 19.5%

 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

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

Gecina 527 –9 –18 –55 PPR 210 10 6 13

AB SKF 88 –4 –6 –9 Valeo 261 10 8 50

Schneider Elec SA 67 –3 –3 –6 Havas 362 10 5 ...

Carlton Comms  437 –3 –18 –14 Corus Group 829 12 –17 –8

Commerzbank AG 93 –2 –3 ... ThyssenKrupp AG 390 13 19 60

Alliance & Leicester PLC 67 –2 –1 ... Anglo Amern PLC 176 13 6 21

BNP Paribas 55 –1 –1 6 Accor 216 13 26 81

Lloyds TSB Bk PLC 129 –1 –9 –18 Stena Aktiebolag 793 16 –1 94

Dexia Cr Loc 219 –1 –6 –19 Bertelsmann AG 222 19 28 61

Prudential PLC 153 –1 –3 –16 Norske Skogindustrier ASA 1131 19 31 59

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

BP U.K. Integrated Oil & Gas $181.9 5.42 4.26% 7.1% –9.0%

BG Grp U.K. Integrated Oil & Gas 58.8 10.11 1.76 –3.4 48.6

Royal Dutch Shell A U.K. Integrated Oil & Gas 98.4 19.48 1.70 –14.2 –27.3

Total S.A. France Integrated Oil & Gas 134.7 39.88 1.61 –13.8 –22.8

British Amer Tob U.K. Tobacco 63.0 19.16 1.48 1.2 32.5

ING Groep Netherlands Life Insurance $28.9 9.75 –3.94% –55.1 –71.0

Barclays U.K. Banks 64.3 3.59 –2.96 2.5 –44.6

Banco Santander Spain Banks 118.4 10.20 –2.81 –8.1 –9.0

Credit Suisse Grp Switzerland Banks 56.7 51.00 –2.21 –1.8 –26.4

AXA S.A. France Full Line Insurance 45.3 15.24 –2.18 –33.4 –47.4

...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

Koninklijke Phlps 21.1 15.26 1.40% –32.0% –42.6%
Netherlands (Consumer Electronics)
GDF Suez 94.1 29.26 1.37 –22.2 3.1
France (Multiutilities)
ENI 93.9 16.47 1.23 –22.7 –29.9
Italy (Integrated Oil & Gas)
E.ON 81.6 28.63 1.13 –26.9 –12.3
Germany (Multiutilities)
SAP 59.7 34.23 1.05 –11.4 –7.0
Germany (Software)
Tesco 47.4 3.71 0.98 –4.4 ...
U.K. (Food Retailers & Wholesalers)
Siemens 76.8 58.99 0.91 –20.6 –11.2
Germany (Diversified Industrials)
Deutsche Bk 40.8 46.17 0.75 –22.5 –48.3
Germany (Banks)
Diageo 43.4 9.69 0.62 –5.1 2.8
U.K. (Distillers & Vintners)
France Telecom 65.4 17.57 0.43 –13.4 5.2
France (Fixed Line Telecommunications)
Bayer 49.5 42.04 0.24 –23.1 10.9
Germany (Specialty Chemicals)
Nestle S.A. 157.6 43.78 0.18 –10.0 3.4
Switzerland (Food Products)
Unilever 46.9 19.23 0.16 2.1 3.4
Netherlands (Food Products)
GlaxoSmithKline 111.8 12.04 0.08 –7.0 –18.5
U.K. (Pharmaceuticals)
Novartis 121.8 49.02 ... –19.2 –29.6
Switzerland (Pharmaceuticals)
Roche Hldg Part. Cert. 110.3 167.10 –0.12 –10.6 –26.1
Switzerland (Pharmaceuticals)
BNP Paribas S.A. 80.3 53.98 –0.13 –15.2 –34.7
France (Banks)
Sanofi-Aventis S.A. 87.9 46.95 –0.15 –2.3 –31.7
France (Pharmaceuticals)
Deutsche Telekom 56.5 9.10 –0.27 –21.7 –19.2
Germany (Mobile Telecommunications)
ABB 43.0 19.71 –0.35 –26.1 23.6
Switzerland (Industrial Machinery)

L.M. Ericsson Tel B 28.2 68.20 –0.44% –7.1% –43.2%
Sweden (Telecommunications Equipment)
Iberdrola S.A. 45.1 6.34 –0.47 –23.1 –12.3
Spain (Conventional Electricity)
HSBC Hldgs 179.0 6.40 –0.56 –16.9 –23.1
U.K. (Banks)
BASF 47.0 35.90 –0.64 –9.6 13.2
Germany (Commodity Chemicals)
Nokia 49.9 9.35 –0.74 –42.3 –39.3
Finland (Telecommunications Equipment)
Rio Tinto 57.5 23.12 –0.82 –39.2 0.9
U.K. (General Mining)
Astrazeneca 66.8 28.30 –0.93 5.1 –15.8
U.K. (Pharmaceuticals)
Telefonica S.A. 115.5 17.24 –0.98 –0.5 30.9
Spain (Fixed Line Telecommunications)
Vodafone Grp 123.1 1.30 –1.40 –8.1 13.9
U.K. (Mobile Telecommunications)
Assicurazioni Gen 33.8 16.84 –1.41 –25.1 –34.0
Italy (Full Line Insurance)
UniCredit 58.0 2.43 –1.52 –23.8 –53.8
Italy (Banks)
ArcelorMittal 53.4 24.04 –1.58 –49.9 –10.2
Luxembourg (Iron & Steel)
Anglo Amer 41.2 18.91 –1.61 –26.1 –21.0
U.K. (General Mining)
Daimler 45.5 30.15 –1.65 –29.3 –25.7
Germany (Automobiles)
BHP Billiton 56.5 15.58 –1.77 2.0 53.3
U.K. (General Mining)
Soc. Generale 44.0 53.23 –1.79 –20.6 –53.7
France (Banks)
Banco Bilbao Viz 63.7 11.93 –1.89 2.2 –32.2
Spain (Banks)
Allianz SE 49.7 77.09 –1.93 –33.0 –41.6
Germany (Full Line Insurance)
UBS 60.3 18.04 –2.01 –26.6 –71.2
Switzerland (Banks)
Intesa Sanpaolo 48.0 2.85 –2.15 –27.3 –46.0
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 0.19% 1.01% 2.2% 5.8% -4.0%
Event Driven 0.36% 1.90% 5.0% 9.7% -18.7%
Equity Market Neutral -0.79% -0.92% -0.6% -4.0% -9.3%
Equity Long/Short -0.53% 0.38% 3.1% 2.7% -13.5%

*Estimates as of 09/01/09, 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 0.95 104.01% 0.02% 1.87 0.85 1.23

Eur. High Volatility: 11/1 1.85 108.20 0.04 3.89 1.56 2.44

Europe Crossover: 11/2 6.17 113.15 0.10 6.51 5.81 6.09

Asia ex-Japan IG: 11/1 1.38 109.33 0.04 3.84 1.21 2.12

Japan: 11/1 1.58 115.56 0.05 4.33 1.41 2.24

 Note: Data as of September 1

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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German auto sales rise
Trade-in incentives
gave new-car filings
a boost last month

France pressures Molex
to keep parts plant open

CORPORATE NEWS: AUTOMOBILES

By Christoph Rauwald

FRANKFURT—German new-car
registrations rose 28% in August
from a year earlier, boosted by the
government-backed scrapping in-
centives to trade in old cars. But de-
mand in Europe’s largest auto mar-
ket is poised to deflate in coming
months as the Œ5 billion ($7 billion)
program expired Wednesday.

About 275,000 new vehicles
were registered last month, said Ger-
man international car-maker associ-
ation VDIK, as the industry contin-
ued to benefit from Œ2,500 in dis-
counts offered to consumers who

traded in old gas guzzlers and
bought new, fuel-efficient cars.

The German program was initi-
ated in January as part of a wider
economic-stimulus package to re-
vive consumer spending after car
sales collapsed amid the economic
downturn, sparking fears over large-
scale job cuts in the country’s key
auto industry. Other European coun-
tries such as France and Italy have
launched similar initiatives.

In the first eight months of 2009,
about 2.68 million new cars were
registered in Germany, up 27% from
a year earlier, VDIK said.

Because of the scrapping incen-
tives, German auto associations
VDIK and VDA expect full-year new-
car registrations to rise to about 3.5
million from 3.09 million cars in
2008 despite the country’s eco-
nomic problems.

The outlook for German car ex-

ports, however, looks dim. VDA has
said it expects 2009 car exports to
shrink about 20% to roughly 3.2 mil-
lionvehicles from 2008,reflecting the
steep downturn of many major mar-
kets around theglobe.

German Vice Chancellor Frank
Walter Steinmeier Wednesday re-
buffed calls for the scrapping-incen-
tive program to be extended.

“We are assuming that there will
be no renewed raising of the cap,”
Mr. Steinmeier told reporters. “We
have to hope now that the world
economy takes off,” he added.

Mr. Steinmeier spoke at a news
conference with Berthold Huber,
head of Germany’s powerful IG Met-
all labor union, which is concerned
about job losses and so far has with-
held its endorsement from Mr.
Steinmeier’s Social Democrats in
the federal parliamentary elections
later this month.

ASSOCIATED PRESS

PARIS—France’s industry minis-
ter on Wednesday threatened to ask
French auto makers to blacklist
American electronics company
Molex Inc. if managers don’t find a
way to keep its French plant open.

Christian Estrosi has been trying
to broker a deal with the Illinois-
based electronic-components
maker. The company temporarily
shut its plant in southern France on
Aug. 5 after charging that workers
angry about the planned closure of
the plant had injured an American
manager and two security guards.
Workers said they had only thrown
eggs at the manager, Eric Doesburg,
and that he wasn’t injured.

Mr. Estrosi denounced the “par-
ticularly unconstructive” attitude
of American managers, who he said

were the “only obstacle” to reopen-
ing the plant.

His office said in a statement
that the French government was
willing to finance the sale of the
plant, and that Mr. Estrosi has told
Mr. Doesburg that Molex should
agree on terms with the potential
buyer by the start of next week.

“Any other attitude on the part
of Molex would be inadmissible for
the French government,” Mr. Estro-
si’s office said.

Marcus Kerriou, a human-re-
sources manager for Molex Europe,
said he was “surprised” and “aston-
ished” by Mr. Estrosi’s reaction.

He said talks with an unnamed
buyer have begun, and a meeting is
set for Friday. Molex is prepared to
sell its machines, but wants to keep
its products and clients, he said.

By John D. Stoll

DETROIT—General Motors Co.
anticipates the governments of
Spain, Britain and Poland will pro-
vide about Œ1 billion, or roughly
$1.42 billion, in combined aid to help
restructure the auto maker’s ailing
Adam Opel GmbH unit, a person fa-
miliar with the matter said.

GM is also willing to put some of
its own money into a restructuring
of the German-based Opel, accord-
ing to this person, who is familiar
with the Opel negotiations. GM’s
contribution could exceed Œ1 billion,
this person said.

The money would add a new fac-
tor to the saga over the fate of Opel
and its sister British brand, Vaux-
hall. The German government has
provided a loan to keep Opel afloat
and offered to fund the sale of a ma-
jority stake in the division to a group
led by Canadian auto-parts maker
Magna International Inc.

GM would prefer to sell a majority
stake in Opel to RHJ International
SA, a Belgian private-equity firm. But
the German government has so far de-
clined to support a deal with RHJ,
partly out of concern the firm may
cut more German jobs than Magna.

GM’s board is scheduled to dis-
cuss Opel during a meeting next
week. Chief Executive Frederick
“Fritz” Henderson is planning to
brief individual directors on Opel be-
fore the meeting, the person famil-
iar with the Opel situation said.

In August, Mr. Henderson pro-
posed accepting Magna’s offer for
Opel, but the board told him and his
management team it wanted to con-
sider alternatives such as a deal
with RHJ. Other options include GM
keeping Opel and having the unit file
for insolvency, people familiar with
GM’s thinking said.

The German government reiter-
ated Wednesday its preference for a
sale to Magna. The parts supplier is
backed by a Russian bank, OAO Sber-
bank, and a Russian auto maker,
OAO GAZ. GM believes the German
government could be persuaded to
support other options, the person fa-
miliar with the Opel talks said.

Although most of Opel’s opera-
tions are located in Germany, it
also has plants in Spain, Britain
and Poland.

Three countries
may provide Opel
with Œ1 billionWEDELIVER
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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.

2.42% 17 DJ Global Index -a % % 203.94 –0.71% –18.0% 4.40% 13 U.S. Select Dividend -b % % 567.05 –0.49% –23.8%

2.00% 19 Global Dow 1180.50 –0.37% –21.2% 1783.53 –0.91% –22.5% 4.40% 16 Infrastructure 1273.60 –0.17% –18.4% 1727.39 –0.71% –19.7%

2.90% 43 Stoxx 600 230.60 –0.46% –19.3% 245.20 –0.92% –20.5% 1.61% 8 Luxury 780.40 –1.17% –14.8% 941.25 –1.71% –16.1%

3.05% 27 Stoxx Large 200 247.00 –0.28% –19.5% 261.23 –0.74% –20.7% 6.47% 5 BRIC 50 358.90 –1.06% –12.8% 486.74 –1.60% –14.2%

2.17% -18 Stoxx Mid 200 213.60 –1.35% –17.7% 225.93 –1.80% –18.9% 4.44% 12 Africa 50 712.10 –0.53% –24.7% 642.93 –1.07% –25.9%

2.19% -91 Stoxx Small 200 133.50 –1.21% –18.0% 141.16 –1.66% –19.2% 3.47% 8 GCC % % 1469.53 –0.90% –42.5%

2.93% 34 Euro Stoxx 250.90 –0.76% –21.5% 266.82 –1.22% –22.7% 2.95% 16 Sustainability 754.70 –0.55% –17.7% 905.27 –1.22% –19.1%

3.07% 21 Euro Stoxx Large 200 266.60 –0.59% –22.0% 281.77 –1.05% –23.1% 2.38% 14 Islamic Market -a % % 1742.71 –0.37% –15.6%

2.21% -12 Euro Stoxx Mid 200 238.50 –1.64% –19.6% 251.97 –2.09% –20.8% 2.70% 14 Islamic Market 100 1559.80 0.29% –13.0% 1896.43 –0.39% –14.5%

2.44% 47 Euro Stoxx Small 200 145.40 –1.36% –18.4% 153.50 –1.81% –19.6% 2.70% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1289.60 –1.26% –27.8% 1571.41 –1.72% –28.9% 2.10% 13 DJ U.S. TSM % % 10220.51 –0.34% –21.5%

4.20% 15 Euro Stoxx Select Div 30 1569.30 –1.53% –30.0% 1919.53 –1.98% –31.1% % DJ-UBS Commodity 119.20 0.31% –31.5% 123.30 –0.15% –32.5%

*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 1.2000 1.9501 1.1279 0.1660 0.0375 0.1970 0.0130 0.3150 1.7086 0.2296 1.0855 ...

 Canada 1.1055 1.7965 1.0391 0.1529 0.0346 0.1815 0.0120 0.2902 1.5740 0.2115 ... 0.9212

 Denmark 5.2276 8.4951 4.9134 0.7232 0.1635 0.8581 0.0565 1.3721 7.4428 ... 4.7287 4.3562

 Euro 0.7024 1.1414 0.6602 0.0972 0.0220 0.1153 0.0076 0.1843 ... 0.1344 0.6353 0.5853

 Israel 3.8100 6.1914 3.5810 0.5271 0.1192 0.6254 0.0412 ... 5.4245 0.7288 3.4464 3.1749

 Japan 92.4900 150.3009 86.9308 12.7953 2.8929 15.1820 ... 24.2756 131.6826 17.6926 83.6635 77.0719

 Norway 6.0921 9.9000 5.7259 0.8428 0.1905 ... 0.0659 1.5990 8.6736 1.1654 5.5107 5.0765

 Russia 31.9715 51.9553 30.0498 4.4230 ... 5.2480 0.3457 8.3915 45.5194 6.1159 28.9204 26.6419

 Sweden 7.2285 11.7466 6.7940 ... 0.2261 1.1865 0.0782 1.8972 10.2915 1.3827 6.5386 6.0235

 Switzerland 1.0640 1.7290 ... 0.1472 0.0333 0.1746 0.0115 0.2793 1.5148 0.2035 0.9624 0.8866

 U.K. 0.6154 ... 0.5784 0.0851 0.0192 0.1010 0.0067 0.1615 0.8761 0.1177 0.5566 0.5128

 U.S. ... 1.6251 0.9399 0.1383 0.0313 0.1641 0.0108 0.2625 1.4238 0.1913 0.9046 0.8333

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 unch. unch. 707.00 302.00
Soybeans (cents/bu.) CBOT 951.00 –4.50 –0.47% 1,557.50 670.00
Wheat (cents/bu.) CBOT 485.75 –1.50 –0.31 1,155.75 480.75
Live cattle (cents/lb.) CME 86.775 0.675 0.78% 118.500 81.250
Cocoa ($/ton) ICE-US 2,939 117 4.15 3,217 1,961
Coffee (cents/lb.) ICE-US 121.15 1.05 0.87 189.00 112.00
Sugar (cents/lb.) ICE-US 23.68 –0.56 –2.31 24.85 11.05
Cotton (cents/lb.) ICE-US 58.91 0.56 0.96 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,245.00 –58 –2.52 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,910 62 3.35 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,426 17 1.21 2,256 1,275

Copper (cents/lb.) COMEX 282.60 0.75 0.27 378.00 131.15
Gold ($/troy oz.) COMEX 978.50 22.00 2.30 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1536.50 30.50 2.03 2,200.00 740.00
Aluminum ($/ton) LME 1,820.00 –45.00 –2.41 2,686.00 1,288.00
Tin ($/ton) LME 13,750.00 25.00 0.18 19,600.00 9,750.00
Copper ($/ton) LME 6,082.00 –178.00 –2.84 7,370.00 2,815.00
Lead ($/ton) LME 2,075.00 –5.00 –0.24 2,125.00 870.00
Zinc ($/ton) LME 1,811.50 –34.00 –1.84 1,927.50 1,065.00
Nickel ($/ton) LME 17,750 –725 –3.92 21,150 9,000

Crude oil ($/bbl.) NYMEX 68.05 unch. unch. 125.66 45.13
Heating oil ($/gal.) NYMEX 1.7505 –0.0084 –0.48 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.8086 0.0264 1.48 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 2.715 –0.106 –3.76 12.115 2.770
Brent crude ($/bbl.) ICE-EU 67.66 –0.07 –0.10 116.93 44.75
Gas oil ($/ton) ICE-EU 561.75 –10.75 –1.88 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 2
Per In

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

Argentina peso-a 5.4761 0.1826 3.8463 0.2600

Brazil real 2.7000 0.3704 1.8964 0.5273

Canada dollar 1.5740 0.6353 1.1055 0.9046
1-mo. forward 1.5738 0.6354 1.1054 0.9046

3-mos. forward 1.5737 0.6355 1.1053 0.9047
6-mos. forward 1.5740 0.6353 1.1055 0.9045

Chile peso 793.95 0.001260 557.65 0.001793
Colombia peso 2942.39 0.0003399 2066.65 0.0004839

Ecuador US dollar-f 1.4238 0.7024 1 1
Mexico peso-a 19.3854 0.0516 13.6157 0.0734

Peru sol 4.1944 0.2384 2.9460 0.3394
Uruguay peso-e 32.106 0.0311 22.550 0.0443

U.S. dollar 1.4238 0.7024 1 1
Venezuela bolivar 3.06 0.327095 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7086 0.5853 1.2000 0.8333
China yuan 9.7256 0.1028 6.8310 0.1464

Hong Kong dollar 11.0358 0.0906 7.7513 0.1290
India rupee 69.6071 0.0144 48.8900 0.0205

Indonesia rupiah 14501 0.0000690 10185 0.0000982
Japan yen 131.68 0.007594 92.49 0.010812

1-mo. forward 131.65 0.007596 92.47 0.010815
3-mos. forward 131.59 0.007599 92.43 0.010819

6-mos. forward 131.49 0.007605 92.35 0.010828
Malaysia ringgit-c 5.0394 0.1984 3.5395 0.2825

New Zealand dollar 2.1206 0.4716 1.4894 0.6714
Pakistan rupee 117.744 0.0085 82.700 0.0121

Philippines peso 69.515 0.0144 48.825 0.0205
Singapore dollar 2.0545 0.4867 1.4430 0.6930

South Korea won 1777.55 0.0005626 1248.50 0.0008010
Taiwan dollar 46.856 0.02134 32.910 0.03039
Thailand baht 48.500 0.02062 34.065 0.02936

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

Euro zone euro 1 1 0.7024 1.4238

1-mo. forward 1.0000 1.0000 0.7024 1.4238

3-mos. forward 1.0000 1.0000 0.7024 1.4237

6-mos. forward 1.0002 0.9998 0.7025 1.4234

Czech Rep. koruna-b 25.726 0.0389 18.069 0.0553

Denmark krone 7.4428 0.1344 5.2276 0.1913

Hungary forint 275.66 0.003628 193.62 0.005165

Norway krone 8.6736 0.1153 6.0921 0.1641

Poland zloty 4.1652 0.2401 2.9255 0.3418

Russia ruble-d 45.519 0.02197 31.972 0.03128

Sweden krona 10.2915 0.0972 7.2285 0.1383

Switzerland franc 1.5148 0.6602 1.0640 0.9399

1-mo. forward 1.5144 0.6603 1.0636 0.9402

3-mos. forward 1.5135 0.6607 1.0630 0.9407

6-mos. forward 1.5120 0.6614 1.0620 0.9417

Turkey lira 2.1519 0.4647 1.5114 0.6616

U.K. pound 0.8761 1.1414 0.6154 1.6251

1-mo. forward 0.8762 1.1413 0.6154 1.6249

3-mos. forward 0.8762 1.1413 0.6154 1.6249

6-mos. forward 0.8764 1.1411 0.6155 1.6246

MIDDLE EAST/AFRICA
Bahrain dinar 0.5367 1.8631 0.3770 2.6526

Egypt pound-a 7.8740 0.1270 5.5305 0.1808

Israel shekel 5.4245 0.1843 3.8100 0.2625

Jordan dinar 1.0084 0.9917 0.7083 1.4119

Kuwait dinar 0.4094 2.4426 0.2876 3.4777

Lebanon pound 2139.18 0.0004675 1502.50 0.0006656

Saudi Arabia riyal 5.3394 0.1873 3.7503 0.2666

South Africa rand 11.1622 0.0896 7.8400 0.1276

United Arab dirham 5.2295 0.1912 3.6731 0.2723

SDR -f 0.9126 1.0958 0.6410 1.5601

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 600 230.59 –1.07 –0.46% 17.1% –19.3%

 15 DJ Stoxx 50 2353.28 0.08 unch. 13.9% –18.4%

 22 Euro Zone DJ Euro Stoxx 250.92 –1.93 –0.76 12.6% –21.5%

 18 DJ Euro Stoxx 50 2703.76 –11.98 –0.44 10.3% –19.7%

 15 Austria ATX 2396.59 –67.32 –2.73 36.9% –32.7%

 13 Belgium Bel-20 2290.72 –41.44 –1.78 20.0% –27.6%

 12 Czech Republic PX 1120.1 –47.2 –4.04 30.5% –22.9%

 19 Denmark OMX Copenhagen 304.16 –10.06 –3.20 34.5% –21.5%

 14 Finland OMX Helsinki 5977.95 –122.18 –2.00 10.6% –27.9%

 15 France CAC-40 3573.13 –10.31 –0.29 11.0% –19.7%

 19 Germany DAX 5319.84 –7.45 –0.14 10.6% –17.7%

 … Hungary BUX 18349.39 –845.70 –4.41 49.9% –9.5%

 16 Ireland ISEQ 2974.99 –61.70 –2.03 27.0% –34.2%

 12 Italy FTSE MIB 21773.61 –192.58 –0.88 11.9% –25.1%

 … Netherlands AEX 289.05 –1.95 –0.67 17.5% –28.9%

 13 Norway All-Shares 342.44 –4.71 –1.36 26.7% –25.3%

 17 Poland WIG 35784.36 –1587.85 –4.25 31.4% –13.0%

 16 Portugal PSI 20 7650.56 –126.47 –1.63 20.6% –12.6%

 … Russia RTSI 1053.17 –20.45 –1.90% 66.7% –33.7%

 10 Spain IBEX 35 10999.7 –173.3 –1.55 19.6% –7.2%

 15 Sweden OMX Stockholm 269.58 –4.86 –1.77 32.0% –4.5%

 13 Switzerland SMI 6089.24 –38.93 –0.64 10.0% –16.1%

 … Turkey ISE National 100 45761.03 –1174.59 –2.50 70.3% 13.5%

 12 U.K. FTSE 100 4817.55 –2.15 –0.04 8.6% –12.4%

 35 ASIA-PACIFIC DJ Asia-Pacific 115.86 –1.59 –1.35 23.8% –6.3%

 … Australia SPX/ASX 200 4438.2 –76.4 –1.69 19.2% –12.3%

 … China CBN 600 23249.43 308.53 1.34% 57.5% 29.8%

 19 Hong Kong Hang Seng 19522.00 –350.30 –1.76 35.7% –5.2%

 19 India Sensex 15467.46 –83.73 –0.54 60.3% 2.8%

 … Japan Nikkei Stock Average 10280.46 –249.60 –2.37 16.0% –19.0%

 … Singapore Straits Times 2569.93 –26.46 –1.02 45.9% –5.0%

 11 South Korea Kospi 1613.16 –9.90 –0.61 43.5% 13.1%

 18 AMERICAS DJ Americas 261.04 –0.59 –0.23 15.4% –21.0%

 … Brazil Bovespa 55865.20 50.24 0.09 48.8% 5.0%

 18 Mexico IPC 27942.77 193.61 0.70 24.9% 5.8%

*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. 2, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 20 ALL COUNTRY (AC) WORLD* 270.96 –1.50% 19.0% –19.7%

2.60% 21 World (Developed Markets) 1,066.63 –1.75% 15.9% –20.7%

2.40% 23 World ex-EMU 124.62 –1.66% 15.8% –20.1%

2.50% 23 World ex-UK 1,063.91 –1.69% 15.2% –20.4%

3.20% 20 EAFE 1,478.25 –1.38% 19.5% –18.8%

2.50% 16 Emerging Markets (EM) 842.11 0.32% 48.5% –11.9%

3.60% 14 EUROPE 80.61 –1.83% 16.1% –19.9%

3.90% 14 EMU 165.51 –2.23% 16.5% –23.6%

3.40% 16 Europe ex-UK 88.88 –1.78% 14.6% –19.2%

4.20% 12 Europe Value 92.67 –2.20% 19.5% –18.9%

2.90% 17 Europe Growth 68.06 –1.43% 12.6% –21.1%

2.70% 17 Europe Small Cap 144.28 –1.75% 42.9% –16.5%

2.30% 8 EM Europe 232.84 0.12% 46.6% –33.7%

4.00% 11 UK 1,434.63 –1.83% 9.1% –14.3%

2.80% 20 Nordic Countries 126.83 –1.75% 29.3% –22.4%

1.80% 7 Russia 612.47 0.15% 48.6% –41.6%

3.40% 13 South Africa 665.23 –0.71% 14.9% –3.1%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 363.59 0.95% 47.0% –6.7%

1.70% -72 Japan 598.71 0.32% 13.0% –24.4%

2.30% 16 China 57.19 0.72% 40.2% –2.0%

1.00% 20 India 616.73 –0.90% 67.0% 5.6%

0.90% 24 Korea 459.67 2.22% 49.8% 13.8%

2.90% 31 Taiwan 257.73 3.07% 48.7% –5.0%

2.00% 28 US BROAD MARKET 1,103.43 –2.21% 12.3% –22.0%

1.40% -47 US Small Cap 1,476.01 –2.69% 18.4% –22.0%

3.50% 14 EM LATIN AMERICA 3,238.65 –1.70% 55.9% –18.3%

*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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Comic-book ‘fanboys’ wary
of Disney’s deal for Marvel

Independent News holder
demands special meeting

By Jamin Brophy-Warren

And Ethan Smith

Unlike Marvel Entertainment
Inc. investors—who pushed the
comic company’s share price sharply
higher on news of Walt Disney Co.’s
planned $4 billion acquisition—fans
of the superhero empire took a more
jaundiced view of the deal.

After the news broke Monday,
message boards rapidly filled with
complaints that ranged
from cheeky to outraged.

“Sugar-coated fairy
tales and gritty super hero
dramas. what a great combi-
nation!” a user identified as
“Heather” wrote on the
blog Neatorama.com.

Anthony Iaffaldano, a
31-year-old marketing di-
rector at an ad agency from
New Jersey who has been
reading Marvel Comics
since he was six years old,
said that while he hopes the deal
will help his favorite comic brand
reach a wider audience and further
develop their imaginary worlds, he
worries that Disney will soften
some of the comics’ edge. He’s par-
ticularly concerned when it comes
to plotlines that blend elements
such as romance and psychological
nuances with comic-book fodder
like action and violence.

“Marvel Comics has gotten more
realistic and gritty, but if you look at
Disney, it’s fantasy and family-
friendly entertainment,” Mr. Iaf-
faldano said.

Rival comic-book company DC
Comics, home of the Batman and Su-

perman franchises, hasn’t encoun-
tered similar backlash, even though
it is also owned by a major conglom-
erate, Time Warner Inc. That’s in
part because DC merged with
Warner in the late 1960s, but it also
never branded itself for children the
way Disney has.

The die-hard group of comic-
book enthusiasts, known as “fan-
boys” in the industry, are one rea-
son why particular properties, like

the Batman and Spider-
Man franchises, perform
so consistently well at the
box office. Angering those
fanboys can bruise a film’s
bottom line.

In 2006, Warner Bros. re-
leased “Superman Re-
turns” with high hopes of
rebooting the franchise.
But fans were quickly disap-
pointed with the lack of ac-
tion among other facets of
the film. The movie made

just over $200 million at the domes-
tic box office, a low figure for a such
a big-budget film.

Disney is taking the fan base seri-
ously. Disney executives have indi-
cated that they plan to limit their in-
volvement with Marvel’s creative
process.

“We believe in the creative team
at Marvel,” Disney Chief Executive
Robert Iger said Monday.

Brandon Zuern, 31, the store man-
ager for Austin Books & Comics in
Austin, Texas, said the deal will be
good if Disney stays away from the
publishing side of Marvel’s business
and sticks to developing the charac-
ters for television, film, and other
mediums.

School sales feed worries
Lackluster August
suggests retailers are
in for tough holidays

Robert Iger

CORPORATE NEWS

By Elizabeth Holmes

And Ann Zimmerman

Shoppers are focusing on deals
and limiting buying mainly to neces-
sities, based on August sales esti-
mates that herald another tough holi-
day season for beleaguered retailers.

Despite sales tax holidays in sev-
eral states designed to spur sales,
back-to-school spending remains
lackluster, according to industry ex-
perts. Retailers’ recent efforts to
shake customers from deep dis-
counts and spur buying by tightly
controlling inventories are fizzling.

Now, retailers that tradition-
ally rely on back-to-school sales as
an barometer of demand for the re-
mainder of the year face tough
choices on stocking and hiring.
Customers should find ever slim-
mer pickings and fewer clerks as
stores hold off on early holiday or-
ders and further trim costs.

On Thursday, big chain stores
are expected to report August
sales results showing a 3.6% de-
crease from a year ago in sales at
stores open at least a year, accord-
ing to research firm Retail Metrics
Inc., which aggregates data from
analysts. Thomson Reuters esti-
mates sales fell 3.8%, using a
slightly different methodology.

The decrease in this closely
watched measure of retailers’
health would be the 12th consecu-
tive month of sales declines.

Store executives said they are
going into the season with less in-
ventory, decreasing the breadth
and depth of their assortments.
They hope to avoid the discounting
bloodbath that marked last year’s
holiday. Many clothing stores, for
example, now carry fewer styles,
and fewer sizes and colors.

Target Corp. recently said its
fourth-quarter orders “are not
based on any expected improve-
ment in our sales trends.” Gap
Inc., one of largest apparel retail-
ers by revenue, said its inventory
for the third quarter would be
down in the “high single digits”
while luxury-goods retailer Saks
Inc. said inventory levels would be

down in the “low to mid-teen” per-
centage range for the second half
of the year.

Perry Fox, a vice president of a
Hitachi Ltd. unit that sells com-
puter storage, said he is expecting
this Christmas to be worse than
last, even though his business
should benefit from consumers
buying upgrades in lieu of new
computers. “This year, the reality
of the recession has hit home, and
people are going to be a lot more
careful,” Mr. Fox said. “We are still
in a recovery mode. I think it is go-
ing to be slower.”

Some companies are hedging
their bets with ways to quickly re-
stock shelves if shoppers show in-
terest in a specific product. Gap, for
instance, maintained a stock of fab-
ric used in a new premium denim
line, which hit stores in August, al-
lowing it to quickly fulfill reorders
when smaller sizes of the dark jeans
sold more quickly than expected.

Mastercard Advisors’ Spend-
ingPulse data, which was expected
to be released Wednesday, found
that sales of clothing at specialty
stores, across all payment types,
fell 6.6% in August compared with
a year earlier. The decline is less se-
vere than July and June, when
sales fell 9% and 12%, respectively,
over the prior year periods. Since
last September, total monthly ap-
parel sales have fallen about 10%.

August sales, which lean
heavily toward apparel and school
supplies, were affected by a late La-

bor Day holiday that pushed back
some school and college openings,
and by increased spending on new
cars triggered by the “cash for
clunkers” government rebates, an-
alysts said.

Retail Metrics estimates teen
retailers were the worst perform-
ers last month, with a 7.8% decline
from a year ago.

In part, many families are delay-
ing purchases until they are abso-
lutely needed, so the eight selling
days in September with the Labor
Day holiday shift will likely dampen
August results, they added.

“You take a look at the prices to
see if you need it,” said Matt Cur-
ran, an elementary school principal
from Westchester County, N.Y. Mr.
Curran and his wife, Sue, said they
were more “conscious” of their pur-
chases for their two children. In-
stead of buying two dozen pencils
for a son entering sixth grade, Ms.
Curran said she’s going to scrounge
up that many from their house.

The decreased willingness to
spend on back-to-school items
could have ramifications for the
economy as retailers cut back on
holiday and part-time workers.

In past years, chains would typi-
cally have seasonal hiring plans in
place by now, said Craig Rowley,
vice president of global retail for
the Hay Group, a human resources
consulting firm that conducts a
yearly holiday hiring survey. “This
year they are going slowly,” Mr.
Rowley said. “They just flat out
don’t know how many people they
are going to need,” he said.

Retailers and manufactures
worried about being caught short
are devising procedures to speed
extra merchandise to market if
needed—and to quickly find a new
home for it if not.

Electronics makers are build-
ing more “vanilla” versions than
before, said Lorcan Sheehan, a
vice president at ModusLink Glo-
bal Solutions, a global supply
chain adviser. That way, if a re-
tailer such as Target suddenly
wants fewer digital cameras, the
rest can be more easily repack-
aged and sold to another retailer
elsewhere in the world.

The result for consumers will
be more of the same merchandise
across many competing stores.
 —Miguel Bustillo

contributed to this article.

Soft demand is raising worries about the holiday-season retail outlook. Shoppers cruise a Littleton, Colo., Target store last month.

Shopping woes
Change from year earlier in 
same-store sales for August

Note: 2009 is an estimate; Numbers do not 
include Wal-Mart
Source: Retail Metrics
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By Kathy Sandler

LONDON—Independent News &
Media PLC’s activist shareholder,
Dennis O’Brien, on Wednesday
called for an extraordinary general
meeting to propose the sale or clo-
sure of the beleaguered publisher’s
unprofitable U.K. Independent news-
papers and halt the sale of its South
African assets.

Mr. O’Brien owns 26% of the com-
pany and has been a persistent agita-
tor for change, calling repeatedly
for the sale of the U.K. Independent.
He has also confronted former chief
executive and now Emeritus Presi-
dent Gavin O’Reilly over the
make-up and decisions of the board.

In a statement issued Wednes-
day, Mr. O’Brien said he had requisi-
tioned the company to hold a special
general meeting, which it will be re-
quired to do because he holds more
than 10% of the company.

He has proposed eight resolu-
tions that also include stopping Mr.
O’Reilly’s annual Œ300,000
($426,540) salary for his role as pres-
ident, the resignation of chairman
Brian Hillary, and the publication to
shareholders of all board member’s
expenses since Jan. 1, 2000.

In addition, he suggested ap-
pointing a new senior independent
director, ending the company’s con-
tract with Cansult Communications
and relocating the publisher’s execu-
tive offices from London to Dublin.

The O’Reilly family owns 28% of

the company, whose other proper-
ties include the Irish Independent.

Last month Independent News &
Media said creditors had granted it
an additional four weeks for a bond
payment to allow it to complete its
financial restructuring. The dead-
line for repayment of a Œ200 million
bond, originally due in May, was
moved to Sept. 25. It was the fourth
such extension.

The company has a further Œ590
million of mostly bank debt due this
year and next, of which Œ50 million
must be repaid in September. On top
of this, it must repay Œ591 million in
three years.

Independent News & Media con-
firmed it had received a letter from
Mr. O’Brien calling for the meeting.
It said the board’s priority was to
reach a final resolution of its finan-
cial restructuring, and that the res-
olutions proposed by Mr. O’Brien
for consideration “are at variance
with decisions previously taken by
the Board.”

The publisher reported a net
loss of Œ34.7 million in the six
months to the end of June com-
pared with a profit of Œ80.5 mil-
lion a year earlier. Last month, it
conditionally agreed to sell its in-
terest in South African outdoor-ad-
vertising business to a pan-Afri-
can private-equity investor group
led by Helios Investment Partners
for Œ98 million.
 — Quentin Fottrell in Dublin

contributed to this article.

Bloomberg News
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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 09/01 USD 323.33 31.7 5.3 4.6
Sel Emerg Mkt Equity GL EQ GGY 09/01 USD 185.30 41.5 –11.9 –12.3
Sel Euro Equity EUR US EQ GGY 09/01 EUR 90.43 24.3 –19.2 –21.2
Sel European Equity EU EQ GGY 09/01 USD 171.32 24.6 –22.8 –21.6
Sel Glob Equity GL EQ GGY 09/01 USD 175.12 21.9 –21.6 –20.3
Sel Glob Fxd Inc GL BD GGY 09/01 USD 137.63 6.7 –2.9 –1.4
Sel Pacific Equity AS EQ GGY 09/01 USD 130.53 44.4 –6.8 –8.8
Sel US Equity US EQ GGY 09/01 USD 112.48 11.6 –24.2 –18.7
Sel US Sm Cap Eq US EQ GGY 09/01 USD 155.36 18.8 –25.8 –20.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/01 EUR 25.86 –1.4 –44.2 –46.9
MP-TURKEY.SI OT OT SVN 09/01 EUR 30.92 58.3 –16.9 –20.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 09/01 EUR 3.06 45.7 –57.0 –42.5
Parex Eastern Europ Bal OT OT LVA 09/01 EUR 12.62 47.1 –8.2 –4.7
Parex Eastern Europ Bd EU BD LVA 09/01 USD 13.54 55.3 –3.8 0.7
Parex Russian Eq EE EQ LVA 09/01 USD 16.23 87.4 –32.4 –20.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/02 USD 148.58 34.0 –9.0 –16.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/02 USD 141.79 33.2 –9.8 –17.7
PF (LUX)-Biotech-Pca OT EQ LUX 09/01 USD 280.10 –1.8 –23.4 –6.4
PF (LUX)-CHF Liq-Pca CH MM LUX 09/01 CHF 124.21 0.2 0.3 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/01 CHF 93.75 0.2 0.3 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/01 USD 99.98 22.9 –5.3 –10.1
PF (LUX)-East Eu-Pca EU EQ LUX 09/01 EUR 251.91 88.7 –29.5 –25.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/02 USD 441.27 45.0 –16.7 –16.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/01 EUR 92.12 20.5 –16.6 –19.0
PF (LUX)-EUR Bds-Pca EU BD LUX 09/01 EUR 380.81 2.0 4.6 2.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/01 EUR 289.80 2.0 4.6 2.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/01 EUR 142.89 14.4 9.2 4.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/01 EUR 100.46 14.4 9.2 4.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/01 EUR 131.51 45.8 –1.6 –4.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/01 EUR 76.24 45.8 –1.6 –4.1
PF (LUX)-EUR Liq-Pca EU MM LUX 09/01 EUR 135.83 0.9 1.8 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/01 EUR 97.89 0.9 1.8 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/01 EUR 102.38 0.5 1.5 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/01 EUR 101.01 0.5 1.5 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/01 EUR 366.32 19.7 –20.9 –24.4
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/01 EUR 120.97 19.6 –16.8 –21.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/01 USD 229.36 21.1 13.2 9.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/01 USD 156.03 21.1 13.2 9.6
PF (LUX)-Gr China-Pca AS EQ LUX 09/02 USD 298.06 40.1 –2.5 –11.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/02 USD 301.46 57.3 –7.1 –10.5
PF (LUX)-Jap Index-Pca JP EQ LUX 09/02 JPY 9115.49 11.9 –21.9 –23.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/02 JPY 8011.44 9.7 –26.5 –27.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/02 JPY 7786.66 9.3 –26.9 –28.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/02 JPY 4529.51 15.4 –20.7 –22.8
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/01 USD 47.99 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/02 USD 232.09 46.6 –6.0 –9.8
PF (LUX)-Piclife-Pca CH BA LUX 09/01 CHF 759.08 10.1 –4.6 –6.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/01 EUR 55.76 26.3 –11.7 –17.8
PF (LUX)-Rus Eq-Pca OT OT LUX 09/01 USD 46.98 105.7 –35.0 NS
PF (LUX)-Security-Pca GL EQ LUX 09/01 USD 86.36 20.9 –11.1 –12.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/01 EUR 413.48 26.7 –19.3 –21.8
PF (LUX)-US Eq-Ica US EQ LUX 09/01 USD 91.79 12.4 –22.2 –14.1
PF (LUX)-USA Index-Pca US EQ LUX 09/01 USD 80.86 11.5 –20.9 –16.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/01 USD 511.97 –3.5 5.3 6.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/01 USD 375.67 –3.5 5.3 6.0
PF (LUX)-USD Liq-Pca US MM LUX 09/01 USD 130.98 0.6 1.2 2.2

PF (LUX)-USD Liq-Pdi US MM LUX 09/01 USD 85.52 0.6 1.1 2.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/01 USD 101.56 0.3 1.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/01 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 09/01 EUR 112.99 9.7 –18.2 –15.6
PF (LUX)-WldGovBds-Pca GL BD LUX 09/02 USD 164.67 –0.1 9.8 8.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/02 USD 136.30 –0.1 9.8 8.8

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/01 USD 11.09 41.5 –11.1 –12.2
Japan Fund USD JP EQ IRL 09/02 USD 16.97 15.5 16.7 –1.9
Polar Healthcare Class I USD OT OT IRL 09/01 USD 11.72 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/01 USD 11.72 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 09/01 EUR 646.26 14.7 –20.0 NS
Core Eurozone Eq B EU EQ IRL 09/01 EUR 763.63 16.1 –16.5 NS
Euro Fixed Income A EU BD IRL 09/01 EUR 1197.54 5.8 –1.3 –2.7
Euro Fixed Income B EU BD IRL 09/01 EUR 1275.93 6.2 –0.7 –2.1
Euro Small Cap A EU EQ IRL 09/01 EUR 1095.94 29.3 –20.3 –26.1
Euro Small Cap B EU EQ IRL 09/01 EUR 1171.62 29.8 –19.9 –25.6
Eurozone Agg Eq A EU EQ IRL 09/01 EUR 598.75 20.5 –19.2 –22.3
Eurozone Agg Eq B EU EQ IRL 09/01 EUR 858.78 21.0 –18.8 –21.8
Glbl Bd (EuroHdg) A GL BD IRL 09/01 EUR 1338.49 11.8 4.4 2.0
Glbl Bd (EuroHdg) B GL BD IRL 09/01 EUR 1417.88 12.2 5.1 2.7
Glbl Bd A EU BD IRL 09/01 EUR 1072.04 9.3 7.2 1.4
Glbl Bd B EU BD IRL 09/01 EUR 1139.46 9.8 7.8 2.0
Glbl Real Estate A OT EQ IRL 09/01 USD 788.85 18.3 –27.7 –23.4
Glbl Real Estate B OT EQ IRL 09/01 USD 811.65 18.8 –27.3 –22.9
Glbl Real Estate EH-A OT EQ IRL 09/01 EUR 717.01 14.3 –29.6 –25.0
Glbl Real Estate SH-B OT EQ IRL 09/01 GBP 67.24 13.4 –30.4 –24.6
Glbl Strategic Yield A EU BD IRL 09/01 EUR 1450.84 28.3 –0.5 –0.9
Glbl Strategic Yield B EU BD IRL 09/01 EUR 1549.47 28.9 0.1 –0.2
Japan Equity A JP EQ IRL 09/01 JPY 12444.30 20.4 –17.6 –22.1
Japan Equity B JP EQ IRL 09/01 JPY 13237.29 20.9 –17.1 –21.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/01 USD 1982.17 54.1 1.2 –9.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/01 USD 2111.21 54.7 1.8 –9.0
Pan European Eq A EU EQ IRL 09/01 EUR 879.55 22.4 –18.3 –21.2
Pan European Eq B EU EQ IRL 09/01 EUR 935.75 22.9 –17.9 –20.8
US Equity A US EQ IRL 09/01 USD 780.85 16.7 –22.2 –16.8
US Equity B US EQ IRL 09/01 USD 834.38 17.2 –21.7 –16.2
US Small Cap A US EQ IRL 09/01 USD 1139.83 13.4 –25.9 –18.3
US Small Cap B US EQ IRL 09/01 USD 1218.71 13.8 –25.4 –17.9

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/02 EUR 13.50 –4.5 12.0 11.7
Asset Sele C H-CHF OT OT LUX 09/02 CHF 93.73 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/02 GBP 94.56 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/02 JPY 9411.91 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/02 NOK 108.21 –3.9 NS NS
Asset Sele C H-SEK OT OT LUX 09/02 SEK 135.61 –4.9 12.9 12.1
Asset Sele C H-USD OT OT LUX 09/02 USD 94.50 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/02 SEK 127.27 –4.9 NS NS
Choice Global Value -C- GL EQ LUX 09/02 SEK 68.59 14.0 –24.4 –25.9
Choice Global Value -D- OT OT LUX 09/02 SEK 65.72 14.0 –24.4 NS
Choice Global Value -I- OT OT LUX 09/02 EUR 5.92 21.6 –29.9 –28.7
Choice Japan Fd -C- OT OT LUX 09/02 JPY 49.60 10.3 –21.7 –24.6
Choice Japan Fd -D- OT OT LUX 09/02 JPY 44.60 10.3 –21.7 –24.5
Choice Jpn Chance/Risk JP EQ LUX 09/02 JPY 51.66 15.4 –25.6 –26.8
Choice NthAmChance/Risk US EQ LUX 09/02 USD 3.54 26.5 –25.6 –15.4
Ethical Europe Fd OT OT LUX 09/02 EUR 1.76 17.9 –26.6 –25.9
Europe 1 Fd OT OT LUX 09/02 EUR 2.52 20.9 –25.7 –25.7
Europe 3 Fd EU EQ LUX 09/02 EUR 3.70 21.1 –25.4 –25.7
Global Chance/Risk Fd GL EQ LUX 09/02 EUR 0.53 13.5 –21.8 –20.9
Global Fd -C- OT OT LUX 09/01 USD 1.96 17.9 –21.9 –18.3
Global Fd -D- OT OT LUX 09/02 USD 1.20 14.7 NS NS
Nordic Fd OT OT LUX 09/02 EUR 4.93 23.1 –14.7 –16.4

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/02 USD 6.39 41.0 –1.5 –12.5

Choice Asia ex. Japan -D- OT OT LUX 09/02 USD 1.13 41.0 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/02 EUR 10.43 –4.5 –2.3 0.9
Currency Alpha EUR -RC- OT OT LUX 09/02 EUR 10.34 –4.8 –2.7 0.5
Currency Alpha SEK -ID- OT OT LUX 09/02 SEK 96.99 –8.2 –6.2 NS
Currency Alpha SEK -RC- OT OT LUX 09/02 SEK 106.69 –4.8 –2.7 0.5
Generation Fd 80 OT OT LUX 09/02 SEK 7.29 14.1 –13.0 NS
Nordic Focus EUR NO EQ LUX 09/02 EUR 68.50 37.3 –19.0 NS
Nordic Focus NOK NO EQ LUX 09/02 NOK 74.08 37.3 –19.0 NS
Nordic Focus SEK NO EQ LUX 09/02 SEK 75.27 37.3 –19.0 NS
Russia Fd OT OT LUX 09/02 EUR 6.49 94.4 –29.9 –21.8

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/02 USD 1.62 16.4 –22.1 –17.6
Ethical Glbl Fd -C- OT OT LUX 09/02 USD 0.76 14.6 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/02 USD 0.74 23.3 –17.3 –17.3
Ethical Sweden Fd NO EQ LUX 09/02 SEK 37.53 36.1 0.5 –10.3
Index Linked Bd Fd SEK OT BD LUX 09/02 SEK 13.14 3.2 4.0 5.3
Medical Fd OT EQ LUX 09/02 USD 2.97 3.6 –17.0 –9.7
Short Medium Bd Fd SEK NO MM LUX 09/02 SEK 8.80 1.1 1.6 2.7
Technology Fd -C- OT OT LUX 09/02 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 09/02 USD 2.18 39.7 –10.8 –10.3
World Fd -C- OT OT LUX 09/02 USD 26.04 NS NS NS
World Fd -D- OT OT LUX 09/02 USD 1.97 23.2 –13.3 –11.9

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/02 EUR 1.27 0.1 0.1 1.4
Short Bond Fd EUR -D- OT OT LUX 09/02 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/02 SEK 21.94 1.7 1.8 2.8
Short Bond Fd USD US MM LUX 09/02 USD 2.49 –0.2 0.4 1.6

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/02 SEK 10.28 2.2 –0.6 0.6
Alpha Bond Fd SEK -B- NO BD LUX 09/02 SEK 8.90 2.2 –0.6 0.6
Alpha Bond Fd SEK -C- NO BD LUX 09/02 SEK 25.74 2.1 –0.7 0.5
Alpha Bond Fd SEK -D- NO BD LUX 09/02 SEK 8.02 2.1 –0.7 0.5
Alpha Short Bd SEK -A- NO MM LUX 09/02 SEK 11.08 2.5 2.6 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/02 SEK 10.13 2.5 2.6 3.3
Alpha Short Bd SEK -C- NO MM LUX 09/02 SEK 21.66 2.4 2.5 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/02 SEK 8.20 2.4 2.5 3.1
Bond Fd SEK -C- NO BD LUX 09/02 SEK 42.36 1.9 10.1 6.3
Bond Fd SEK -D- NO BD LUX 09/02 SEK 12.30 2.0 10.1 5.7
Corp. Bond Fd EUR -C- EU BD LUX 09/02 EUR 1.23 12.5 4.4 1.8
Corp. Bond Fd EUR -D- EU BD LUX 09/02 EUR 0.94 12.6 4.5 1.6
Corp. Bond Fd SEK -C- NO BD LUX 09/02 SEK 12.18 13.3 1.0 0.6
Corp. Bond Fd SEK -D- NO BD LUX 09/02 SEK 9.21 13.4 1.0 0.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/02 EUR 103.59 –0.3 4.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/02 EUR 108.01 4.3 9.1 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 09/02 SEK 1114.40 4.3 9.1 NS
Flexible Bond Fd -C- NO BD LUX 09/02 SEK 21.33 2.3 5.6 4.4
Flexible Bond Fd -D- NO BD LUX 09/02 SEK 11.67 2.3 5.6 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/02 USD 2.23 45.1 –8.8 –10.5
Eastern Europe Fd OT OT LUX 09/02 EUR 2.27 33.8 –24.4 –22.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/02 SEK 25.26 50.5 8.6 –16.9
Eastern Europe SmCap Fd OT OT LUX 09/02 EUR 2.15 65.6 –23.8 –26.7
Europe Chance/Risk Fd EU EQ LUX 09/02 EUR 926.42 21.5 –28.5 –27.8
Listed Private Equity -C- OT OT LUX 09/02 EUR 115.09 39.7 NS NS
Listed Private Equity -IC- OT OT LUX 09/02 EUR 66.94 62.1 NS NS
Listed Private Equity -ID- OT OT LUX 09/02 EUR 64.98 57.5 NS NS
Nordic Small Cap -C- OT OT LUX 09/02 EUR 115.02 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/02 EUR 115.26 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/02 SEK 77.32 –3.4 –21.0 –13.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/02 EUR 98.81 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/02 SEK 98.88 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/02 USD 100.03 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/02 SEK 70.64 –3.5 –21.0 –15.1
Asset Sele Opp C H NOK OT OT LUX 09/02 NOK 98.53 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/02 SEK 97.49 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/02 EUR 98.22 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/02 GBP 98.16 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/02 SEK 98.20 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/02 EUR 99.62 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/02 GBP 99.77 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/02 GBP 99.60 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 08/27 USD 1007.88 7.2 NS NS

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 08/31 EUR 29.35 3.5 –4.4 2.5
Bonds Eur Corp A OT OT LUX 08/31 EUR 22.71 9.5 5.0 1.4
Bonds Eur Hi Yld A OT OT LUX 08/31 EUR 19.09 43.6 –0.9 –5.3
Bonds EURO A OT OT LUX 08/31 EUR 40.93 3.7 9.3 5.6
Bonds Europe A OT OT LUX 09/01 EUR 39.20 3.5 8.2 4.7
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 09/01 USD 36.14 14.6 14.4 8.9
Bonds World A OT OT LUX 09/01 USD 41.86 5.1 9.9 9.3
Eq. China A OT OT LUX 09/01 USD 20.37 36.3 0.4 –17.2
Eq. ConcentratedEuropeA OT OT LUX 09/01 EUR 24.91 20.9 –20.7 –21.9
Eq. Eastern Europe A OT OT LUX 09/01 EUR 19.19 45.2 –38.8 –30.5
Eq. Equities Global Energy OT OT LUX 09/01 USD 15.83 11.1 –34.1 –13.3
Eq. Euroland A OT OT LUX 09/01 EUR 9.87 7.6 –24.2 –24.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 09/01 EUR 16.18 17.8 –21.9 –18.7
Eq. EurolandFinancialA OT OT LUX 09/01 EUR 11.32 34.3 –17.7 –23.4
Eq. Glbl Emg Cty A OT OT LUX 08/31 USD 8.43 41.0 –15.4 –14.4
Eq. Global A OT OT LUX 09/01 USD 25.05 19.1 –17.2 –18.4
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/01 USD 25.15 20.3 7.1 4.2
Eq. Japan Sm Cap A OT OT LUX 09/01 JPY 1162.40 28.4 –3.4 –20.3
Eq. Japan Target A OT OT LUX 09/02 JPY 1814.44 15.9 0.4 –10.5
Eq. Pacific A OT OT LUX 09/01 USD 9.13 42.9 –5.6 –13.3
Eq. US ConcenCore A OT OT LUX 09/01 USD 19.74 21.6 –14.3 –11.1
Eq. US Lg Cap Gr A OT OT LUX 09/01 USD 13.62 26.3 –25.8 –14.6
Eq. US Mid Cap A OT OT LUX 09/01 USD 25.79 28.7 –21.3 –14.8
Eq. US Multi Strg A OT OT LUX 09/01 USD 19.32 20.9 –24.6 –17.2
Eq. US Rel Val A OT OT LUX 09/01 USD 18.87 21.5 –23.5 –20.8
Eq. US Sm Cap Val A OT OT LUX 09/01 USD 14.55 12.5 –36.4 –26.6
Eq. US Value Opp A OT OT LUX 09/01 USD 14.66 13.1 –34.4 –26.1
Money Market EURO A OT OT LUX 09/01 EUR 27.36 0.9 2.3 3.3
Money Market USD A OT OT LUX 09/01 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 09/02 JPY 9375.00 9.0 –21.9 –30.2
YMR-N Japan Fund OT OT IRL 09/02 JPY 10416.00 10.3 –22.5 –28.2
YMR-N Small Cap Fund OT OT IRL 09/02 JPY 7473.00 16.4 –10.6 –28.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/02 JPY 6483.00 9.8 –25.3 –29.3
Yuki 77 Growth JP EQ IRL 09/02 JPY 6092.00 3.0 –30.9 –33.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/02 JPY 6753.00 8.2 –24.7 –29.8
Yuki Chugoku JpnLowP JP EQ IRL 09/02 JPY 8557.00 4.5 –17.6 –23.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/02 JPY 7139.00 5.5 –26.7 –30.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/02 JPY 4721.00 3.8 –30.2 –30.6
Yuki Hokuyo Jpn Inc JP EQ IRL 09/02 JPY 5459.00 3.4 –25.4 –24.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/02 JPY 5480.00 16.5 –10.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/02 JPY 4517.00 6.3 –32.5 –33.6
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/02 JPY 4849.00 7.9 –31.7 –33.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/02 JPY 6829.00 11.9 –26.4 –29.8
Yuki Mizuho Jpn Gen OT OT IRL 09/02 JPY 8726.00 8.8 –23.5 –30.6
Yuki Mizuho Jpn Gro OT OT IRL 09/02 JPY 6657.00 6.5 –21.7 –31.0
Yuki Mizuho Jpn Inc OT OT IRL 09/02 JPY 7930.00 –0.3 –28.2 –27.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/02 JPY 5239.00 5.1 –26.0 –29.8
Yuki Mizuho Jpn LowP OT OT IRL 09/02 JPY 12684.00 11.9 –11.6 –20.1
Yuki Mizuho Jpn PGth OT OT IRL 09/02 JPY 8329.00 9.0 –26.8 –31.6
Yuki Mizuho Jpn SmCp OT OT IRL 09/02 JPY 7555.00 23.2 –9.6 –27.1
Yuki Mizuho Jpn Val Sel OT OT IRL 09/02 JPY 5931.00 14.2 –17.9 –25.6
Yuki Mizuho Jpn YoungCo OT OT IRL 09/02 JPY 3184.00 33.4 –9.3 –31.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/02 JPY 5041.00 12.0 –29.3 –32.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/02 JPY 5502.00 7.9 –24.9 –31.1

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 08/31 USD 45.28 –48.5 –16.3 4.4
Superfund GCT USD* OT OT LUX 08/31 USD 2289.37 –39.8 –16.4 3.9
Superfund Gold A (SPC) OT OT CYM 08/31 USD 889.60 –26.2 1.5 17.0
Superfund Gold B (SPC) OT OT CYM 08/31 USD 881.89 –37.8 –3.4 15.7
Superfund Q-AG* OT OT AUT 08/31 EUR 6652.60 –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 08/31 EUR 1195.14 –8.9 –11.7 1.6
Winton Evolution GBP GL OT VGB 08/31 GBP 1176.95 –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 08/31 USD 1164.15 –9.2 –12.0 1.5
Winton Futures EUR GL OT VGB 08/31 EUR 190.12 –7.9 –1.0 11.3
Winton Futures GBP GL OT VGB 08/31 GBP 205.03 –8.0 –0.5 12.6
Winton Futures JPY Lead Series 2 GL OT VGB 08/31 JPY 13583.03 –9.2 –3.7 8.2
Winton Futures USD GL OT VGB 08/31 USD 673.84 –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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GM raises forecast for China sales
Growth to jump 40%
during the full year,
double prior outlook

Pfizer to pay huge fine over drug marketing

Dentsu hunts for deals as Razorfish gets away

GM sales in China were boosted by new models and government incentives. Above,
a Chevrolet at the Beijing auto show in May.
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CORPORATE NEWS

By Tor Ching Li

TOKYO—Undeterred by a failed
bid last month to buy Microsoft
Corp.’s digital advertising agency,
Dentsu Inc., Japan’s largest advertis-
ing firm by revenue, is on the look-
out for other possible targets to ex-
tend its global reach.

“If there is a chance, we are open
to acquisitions not just in the U.S.,
but also in Europe and Asia,” Presi-
dent and Chief Executive Tatsuyoshi
Takashima said in an interview.

Dentsu’s bid for Microsoft’s Ra-
zorfish agency came amid sliding
advertising expenditure in tradi-
tional media in Japan. Revenue
from newspapers, magazines, ra-
dio and television for the fiscal
year ended March declined 7.6%
from a year earlier, in contrast to

rising Internet advertising expen-
diture, which grew 16.3% year-to-
year in the same period.

“We’re not just targeting firms
with digital technology, but also
firms in other aspects of marketing
communications, though we have
no specific target yet,” he said.

While not citing a budget for its
mergers and acquisition strategy, a
target the size of Razorfish—which
was acquired by French advertising
agency Publicis Groupe for $530 mil-
lion—is feasible, Mr. Takashima said.

Dentsu has been the majority
shareholder of Publicis with a 15%
share since 2002. It has the option
of withdrawing from the invest-
ment after 2012.

“We continue collaborating on
projects with Publicis while also
looking into growth opportunities
of our respective entities, such as in
the case of Razorfish. What is impor-

tant is that one of us got the deal,”
said Mr. Takashima.

Domestically, Dentsu—which has
a 22.4% share of the domestic market
as of March 2008—is focusing on
groupwide realignment to strengthen
operations, he said, adding that the
search for acquisitions in digital tech-
nology is also in the pipeline.

Mr. Takashima, 65 years old,
joined Dentsu fresh from Keio Uni-
versity in 1966 and became chief ex-
ecutive this year.

The firm, which has more than
4,500 overseas staff in 101 offices in
28 countries, generates 8.7% of its
net sales overseas. It aims to boost
this to at least 12% by 2013.

Dentsu’s client list in Japan in-
cludes such companies as Toyota
Motor Corp., Honda Motor Co., Hita-
chi Ltd. and Sony Corp.

“As Japan’s domestic market
shrinks and Japanese companies

consolidate, a strong network of cli-
ents overseas becomes even more
important,” Mr. Takashima said.

Even as a spate of mergers in Ja-
pan—such as the one in the works be-
tween Panasonic Corp. and Sanyo
Electric Co., both Dentsu clients—is
likely to shrink advertising budgets
domestically, Mr. Takashima ex-
pects these companies to ramp up
their overseas advertising spending
in the coming year.

Japan is the second largest adver-
tising market in the world after the
U.S. by expenditure, with an 8.8%
share of the global $452 billion pie,
according to media services group
ZenithOptimedia, a Publicis unit.
The U.S. has a 33% share.

Last year, Dentsu bought U.S. in-
dependent advertising agency Mc-
GarryBowen and appointed its first
non-Japanese executive officer to
helm Dentsu America.

By Patricia Jiayi Ho

BEIJING—General Motors Co.
said Wednesday its sales growth in
China, its fastest growing market,
should exceed 40% this year after
August sales more than doubled
from a year earlier.

The jump in sales, spurred by
new models and favorable vehicle-
purchase policies from Beijing, con-
tinued a series of single-month
records this year. It helped to push
the U.S. auto maker’s unit sales to
1.11 million for the first eight
months of this year, outpacing its
total for 2008.

“We expect GM sales for the
year as a whole to rise by more than
40% from 2008,” said GM China
Group President and Managing Di-
rector Kevin Wale in a statement.

Ford Motor Co. also reported
Wednesday that sales from its Chi-
nese passenger-vehicle joint ven-
ture more than doubled in August
from a year earlier to 21,127 units.

August’s sales figure repre-
sents the seventh month of
year-on-year growth for Ford in
China, it said in a statement. It
didn’t provide the year-earlier fig-
ure. Changan Ford is Ford’s joint
venture with Chongqing Changan
Automobile Co.

Sales of the Ford Focus model
rose 58% to 12,269 units in August,
the highest monthly sales tally for
the midsize car since January
2008, the statement said.

The new GM forecast for this

year was higher than the more
than 20% growth outlook GM gave
in July. Last year, GM’s sales in
China lagged behind the industry’s
growth, rising 6.1% to 1.09 million
units. Total vehicle sales in China
last year rose 6.7% from a year ear-
lier to 9.38 million vehicles.

The newly restructured U.S.
auto maker said sales were up 113%
in August to a record 152,365 units,
continuing a series of single-month
records that began in January.

GM’s sales in China during the
January-August period rose 50%
from a year earlier to 1.11 million
units, it said in a statement. It didn’t
provide the year-earlier figures.

In July, GM’s China sales in-
creased 78% to 144,593 units. Over-
all July auto sales in China rose
64% to 1.09 million units.

By contrast, GM this week re-
ported a 20% decline in U.S. sales

in August to 245,550 vehicles, in
part due to strong year-earlier
sales when it had a big promotion
celebrating its 100th anniversary.

GM’s sales in China have been
boosted by the halving of a pur-
chase tax on smaller vehicles.

Sales at its mini-commercial-ve-
hicle joint venture with SAIC Motor
Corp. and Wuling Automobile Co.
rose 123% to 88,711 units. Sales of the
WulingSunshineminivanbythecom-
pany, SAIC GM Wuling Automobile
Co.,reached49,298units,oralmosta
third of GM’s total China sales.

GM owns a 34% stake of
SAIC-GM-Wuling. All the venture’s
models qualify for the tax cut.

Sales at GM’s passenger vehicle
joint venture with SAIC, Shanghai
General Motors Corp., rose 100% in
August from a year earlier to
63,303 units.

Buick sales rose 103% in August

from the same month last year to
38,905 units, while sales of Chevro-
let-branded cars climbed 99% to
23,771 units.

While the summer months have
been traditionally slow for China’s
auto industry, the comparison
base for August was low as sales
had begun falling in the second
half of 2008. In August last year, in-
dustrywide sales declined 6.3%
from a year earlier, according to
data from the China Association of
Automobile Manufacturers.

Auto industry executives have
also cited the country’s rising
stock and property markets as rea-
sons for the boom in auto demand.

Sales of Mercedes-Benz luxury
cars in China have been boosted by
the rise in China’s stock and prop-
erty markets, said Daimler AG’s
Northeast Asia Chairman and Chief
Executive Ulrich Walker last week.

“We are very positive [about]
the market here in China for Mer-
cedes and the overall automotive
market,” Mr. Walker said, adding
that sales will also be supported by
the introduction of new models.

GM launched new models ear-
lier this year, including the Chevro-
let Cruze, the new Buick LaCrosse
and the Buick New Regal.

“The continued introduction of
new products will help GM remain
ahead of the market,” Mr. Wale said.

Over the next two years, GM will
begin selling five new products in
China under its Buick brand, and an-
other five from the Chevrolet brand.

This week, GM also announced
the 50-50 joint venture with Chi-
nese state-owned auto maker FAW
Group Corp. to make light-duty
trucks.
 —Joy C. Shaw

contributed to this article.
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Accor SA

Hotel company to focus
expansion efforts on India

Accor SA plans to expand its net-
work in India to 50 hotels by 2012,
from five at present, increasing its
presence in the world’s second-fast-
est growing major economy. The In-
dian expansion plan contrasts with
the French hospitality group’s plans
in China: Accor will have 40 new ho-
tels in China by the end of this year,
but it will scale back on new invest-
ments there, said Michael Issenberg,
Accor’s Asia-Pacific chairman. “A lot
of new hotels have come up in China
due to the Olympic Games last year,”
he said. Accor has already invested
$130 million in its Indian develop-
ment plan, with further investment
coming from local partners. Accor’s
hotel brands include Sofitel, Mer-
cure, Ibis, Formulae 1 and Motel 6.

Bombardier Inc.

Bombardier Inc. delivered bet-
ter-than-expected earnings for the
second quarter as the Montreal-
based maker of planes and trains
posted revenue that held up amid
the aerospace industry’s major
downturn. According to the General
Aviation Manufacturers Associ-
taion, Bombardier’s market share in
business aircraft rose to 35% in the
first half of 2009 from 26% in all of
2008. Bombardier said it earned
$202 million, or 11 cents a share, in
the latest quarter, down 22% from
$259 million, or 14 cents a share, a
year earlier. That was above analyst
forecasts of nine cents a share. Reve-
nue edged up to $4.95 billion from
$4.93 billion, substantially above ex-
pectations of $4.61 billion.

Hyundai Mobis Co.

Hyundai Mobis Co. received a $2
billion order to supply chassis mod-
ules to Chrysler Group LLC. The
South Korean auto-parts maker said
it will provide modules for the Jeep
Grand Cherokee from May 2010 and
for the Dodge Durango from Novem-
ber 2010. The two Chrysler models
will be produced at the Jefferson
north plant in Detroit. Hyundai Mo-
bis will operate at facilities that will
be built next to the existing Chrysler
plant. The factory is due to start pro-
duction in February 2010, the com-
pany said, without elaborating on its
capacity or cost. Hyundai Mobis has
now received $2.74 billion of parts or-
ders from overseas car makers this
year, up sharply from $470 million
for all of 2008. Hyundai Mobis is an
affiliate of Hyundai Motor Co.

A WSJ NEWS ROUNDUP

Pfizer Inc. agreed to plead guilty
in a $2.3 billion federal settlement
over unlawful drug promotions.

The company in January dis-
closed it would pay the sum to settle
allegations it had marketed the pain-
killer Bextra for medical conditions
different than their approved use.
Details of the settlement weren’t
available until Wednesday, however.

The final agreement also resolves

U.S. Justice Department investiga-
tions involving alleged past off-label
promotions concerning antibiotic
Zyvox, antipsychotic Geodon and
antiepileptic Lyrica.

The New York company also
agreed to pay $33 million to settle
drug-marketing allegations with 42
states and the District of Columbia.

Pfizer pulled Bextra from the mar-
ket in 2005 because the U.S. Food
and Drug Administration concluded

that the drug’s risks, including a rare
but serious skin reaction, out-
weighed its benefit.

The company agreed to put proce-
dures in place to avoid the practices
that gave rise to the case. Pfizer Gen-
eral Counsel Amy Schulman said the
company had already taken steps to
make sure drug sales are conducted
properly, including assigning compli-
ance lawyers to work with sales rep-
resentatives.

Ssangyong Motor Co.

Private-equity fund Seoul Invest
is forming a fund to buy a 51% stake
in debt-stricken car maker Ssangy-
ong Motor Co. for between 300 bil-
lion won and 400 billion won ($241
million and $321 million). Seoul In-
vest President Park Yoon-bae said
the fund was looking for investors
for the planned acquisition. The
South Korean car maker filed for
bankruptcy protection in February. If
Seoul Invest succeeds in taking con-
trol of Ssangyong, it will focus on re-
structuring labor-management rela-
tions and developing new models, he
said. A Ssangyong spokesman said,
“A buyer who has a long-term devel-
opment plan for Ssangyong would be
quite welcomed.”

Executive Travel Program

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

www.thinkmediaoutdoor.be
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China says it seeks business for Inner Mongolia
Beijing aims to quell
fears over tightening
of rare-earth exports

India’s rice-growing woes
lift Thai, Vietnamese exports

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

By Chuin-Wei Yap

BEIJING—China’s moves to
tighten control on the mining and ex-
port of a class of metal ores called
rare earth are aimed at attracting
high-tech manufacturing to Inner
Mongolia, and not at dominating the
market, a senior Chinese official said.

Wednesday’s comments by Zhao
Shuanglin, vice chairman of Inner
Mongolia Autonomous Region, ap-
pear aimed at quelling concerns
that China is trying to dominate the
global market for rare-earth re-
sources, used in some environmen-
tally friendly technologies. Rare-
earth metals greatly improve batter-
ies made for hybrid cars.

China produces more than 90%
of the world’s output of the metals.
Recent steps by Beijing toward tight-
ening export restrictions have
sparked concern in other countries.

Last month, China’s Ministry of
Industry and Information Technol-
ogy issued a draft policy of reducing
the mining and exports of rare-
earth metals. The ministry aims to

enact an annual export quota of
35,000 tons and potentially ban at
least five types of rare-earth ele-
ments, in addition to a series of
steps to control mining, Bian Gang,
vice chairman of the China Nonfer-
rous Metals Industry Association
said last week.

Mr. Zhao, whose rank is equiva-
lent to a deputy governor, said that
China’s planned steps aren’t moti-
vated by a desire to prop up the met-
als’ prices but by desire to build up
industries in Inner Mongolia, the
center of its rare-earth resources.

“We do not focus on short-term
gains in rare-earth prices,” Mr. Zhao
said. “We want rare-earth indus-
tries to locate in Inner Mongolia,
and we’re discussing with govern-
ment departments to stabilize rare-
earth prices.”

Still, the call for high-end manu-
facturers to set up shop in Inner
Mongolia may raise many of the
same concerns as export restric-
tions by signaling that China in-
tends to keep more of its rare-earth
resources at home.

“It will certainly highlight to the
world that these metals are strate-
gic,” said Rod McIllree, managing di-
rector, Greenland Minerals & En-
ergy Ltd., an exploration and devel-
opment company. While not com-
menting directly on Mr. Zhao’s re-

marks, Mr. McIllree said “If the sup-
ply is stopped, production outside
of China is effectively finished.”

Rare-earth metals have gained
importance with the expansion of
the hybrid car industry as tiny
amounts of rare-earth metals can
drastically improve battery per-
formance. The metals also go into in-
dustrial magnets, liquid-crystal dis-
plays, mobile phones and electric
motors.

China also is taking steps to con-
solidate its rare-earth industry. Mr.
Zhao, who said he runs the region’s

industrial policy, said Inner Mongo-
lia Baotou Steel Rare Earth Hi-Tech
Co. would lead that consolidation.
The move is aimed at creating a
group of rare-earth miners and pro-
cessors in the region’s western
parts. Inner Mongolia Baotou Steel
Rare Earth’s stock rose 7.6% in
Shanghai trading Wednesday.

“Most of the consolidation is
complete,” Mr. Zhao said. “We want
to build Baotou into an interna-
tional rare earth production base.”

Rare-earth resources haven’t
been well developed in major mar-

kets like the U.S., where rare-earth
concentrates are significantly
mined in only one deposit, in Moun-
tain Pass, California.

Japanese firms including Sumit-
omo Corp. and Toyota Motor Corp.
have already begun to develop alter-
native sources of rare earth in Ka-
zakhstan and Vietnam.

The value of global rare-earth
trade last year was just $1.25 billion,
and it is projected to grow to about
$3 billion by 2015.

A spokeswoman at the U.S. Em-
bassy in Beijing said Friday that the
U.S. is aware of China’s draft pro-
posal but hasn’t seen its contents.
“We note that the World Trade Orga-
nization has strong rules to disci-
pline export restraints, and we
would be concerned by any WTO
member’s policies that appear to be
inconsistent with its WTO obliga-
tions,” she said.

Dudley Kingsnorth, executive di-
rector of Industrial Minerals Co.,
who has rare-earth experience from
a project in Western Australia,
noted development of rare-earth
manufacturing in China would help
Beijing create jobs.

“The Chinese are trying to go
downstream,” he said. “If they put
rare earth in TVs, they can employ
millions ... the price you must pay is
to move manufacturing to China.”

Workers handle bags of rice bound for the U.A.E. at the Asia Golden Rice export company in March in Bang Pakong,
Thailand. The rice-export company has received a lot of orders from Africa and the U.A.E.
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By Andrew Jones

SINGAPORE—An expected fall in
rice production amid a widespread
drought this year has forced India
out of much of the export market for
rice, and this is proving to be a boon
for other Asian exporters such as
Thailand and Vietnam.

Additional export opportunities
in markets such as Africa could help
offset previous concerns that near-
record stockpiles following bumper
harvests in both Thailand and Viet-
nam would drag rice prices lower in
the months ahead, analysts said
Wednesday.

Following a government pro-
gram to support domestic prices
and keep farmers in the business,
Thailand—the biggest rice exporter
in the world—has accumulated
record stocks of about seven million
tons of milled rice this year.

But the absence of key export-
ers such as India in overseas mar-
kets will help Thailand find
enough demand for its produce
and avoid a supply glut. India, de-
spite a record harvest of 99.15 mil-

lion tons last year, has banned the
export of rice, except in the case of
premium varieties such as bas-
mati rice costing $900 a ton and
more.

“The outlook for Thai rice de-
mand is very good now,” said
Chookiat Ophaswongse, president
of the Rice Exporters Association of
Thailand. “The whole situation sur-
rounding India’s drought is good
news for other exporters. Thai rice
exports to Africa alone have dou-
bled in recent weeks to 400,000
tons a month and will likely stay at
those levels until the end of the
year.”

Africa consumes more than 22
million tons of rice a year and is
heavily dependent on imports.

Vietnam, another big producer
in Asia, is expected to export a
record six million tons of rice this
year, up from 4.7 million tons in
2008, according to latest data
from the International Grains
Council.

“Vietnam has had a very good
harvest this year; stocks are ample,”
said Huynh Minh Hue, general secre-

tary of the Vietnam Food Associa-
tion.

“We will exceed our previous
export target for this year of five
million tons, on increasing de-
mand from Africa, Malaysia and
the Philippines,” Mr. Huynh said.
“Indonesia has been slow so far, as

they have good stocks, but there
are expectations they may come
back to the market later this
year.”

Vietnam offers its 5% broken
grade—the best quality rice—at a
30% discount to Thai prices and is ex-
pected to be a key beneficiary of In-

dia’s withdrawal from the export
market, he said.

Traders said regional prices will
likely stay firm in the months ahead
even though both Thailand and Viet-
nam haven’t yet reached their peak
harvest seasons and are already car-
rying high stocks.
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Source: U.S. Geological Survey

Precious metals
Rare earth’s mine production, 
in metric tons, in 2008

China 97%

Malaysia 0.3%
Brazil 0.5%
India 2.2%

China’s planned export restrictions on rare-
earth metals and push to lure manufacturers 
to Inner Mongolia signal that it aims to keep 
more of its rare-earth resources at home.
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Private-sector job cuts slow
as worker output strengthens

By David Wessel

U.S. President Barack Obama
projects the federal deficit will be
$9 trillion over the next 10 years
even if his policies prevail—undo-
ing the Bush tax cuts for upper-in-
come Americans, auctioning carbon-
emission permits, and enacting a
health-care plan that doesn’t widen
the deficit over the next decade.

He also continues to promise to
limit tax increases to incomes

above $250,000 a
year for couples
and $200,000 for

individuals—“the rich.”
Talking about tax increases usu-

ally dissolves into shouting
matches. The right says tax in-
creases will choke off growth and
massacre small business. The left
says tax increases are vital to fi-
nance much-needed investments
and that the rich can pay more.

Hard numbers and recent his-
tory suggest two facts. One, the
deficit is too wide to be closed ex-
clusively by raising taxes on “the
rich.” Two, “the rich” do have a lot
of money, even after the bust, and
raising their taxes would raise sig-
nificant sums without hampering
the economy.

Start with some rough arith-
metic. The three million or so fortu-
nate taxpayers whom Mr. Obama
counts as rich are projected to
earn about $27.5 trillion from 2010
through 2019, according to the Tax

Policy Center, a Washington think
tank, and about $23.9 billion after
deductions. They are projected to
pay $7.4 trillion in taxes. That’s
31.1% of every dollar of taxable in-
come, on average.

To squeeze an additional $9 tril-
lion out of these taxpayers would
require boosting that to 68.9%.
And that assumes these taxpayers
wouldn’t find tax shelters to hide
their income or work less. There

isn’t enough money in the
over-$250,000 crowd to stick
them with the $9 trillion tab.

Shrinking the deficit will re-
quire slowing the growth of spend-
ing, particularly on health care.
But neither politicians nor their
constituents show any willingness
to cut spending enough to avoid
tax increases. So the issue is
whose taxes, and the arithmetic
suggests it won’t only be those

who make more than $250,000 a
year.

The best-off Americans do pay
a big chunk of taxes. The Tax Pol-
icy Center estimates that the top-
earning 1% of households will earn
16% of all the income this year and
pay 23% of all federal taxes. But
that doesn’t mean the government
couldn’t raise more from them,
even if some stay-at-home
spouses of well-off Americans

might be less inclined to work and
others maneuvered to shield in-
come from the IRS.

Congressional estimators—tak-
ing account of the propensity of
people to dodge taxes when rates
rise—say that for every percent-
age-point increase in the marginal
tax rate levied on those with tax-
able incomes above $372,950, the
government would raise $73.5 bil-
lion over 10 years. (Before the bail-
outs, that used to sound like a lot
of money. It still is.)

There is and will be a heated ar-
gument over how much the econ-
omy would suffer if those tax rates
went up. But tax rates on those
Americans were about three per-
centage points higher during the
Clinton years.

“The 1990s suggests we could
raise more money from high-in-
come people…and still have a
strong economy,” says Joel Slem-
rod, a University of Michigan tax
economist. But the first half of the
2000s suggested the economy
also can grow when their taxes are
cut. And the latest recession, un-
like some others, didn’t coincide
with any change in tax rates.

Which is another way of saying
that tax rates matter—to taxpayers
and to the government’s revenue.
But they are far from the only fac-
tor in the pace of economic growth.

Write to me at capital@wsj.com.
Discuss at wsj.com/capital

Taxing rich would shrink, not close, gap
Numbers, recent history indicate rates on the highest U.S. earners wouldn’t have a major effect on growth

Fed’s economic outlook brightens

CAPITAL

By Kelly Evans

The pace of U.S. job losses
slowed last month, a report released
Wednesday showed, but the small
improvement suggests a return to
job growth could still be many
months away.

Service-sector employment de-
clined by 146,000 in August, while
goods-producing jobs including con-
struction and manufacturing fell by
152,000, according to Automatic
Data Processing Inc., a payroll firm.

The combined loss of 298,000
jobs was an improvement from Ju-
ly’s revised drop of 360,000 and was
less than half the pace of declines
seen earlier this year.

Meanwhile, revised figures
showed that worker productivity
was stronger than initially re-
ported during the spring, growing
at a 6.6% annual rate, though it re-
sulted from companies cutting
workers or their hours.

“If you’re a worker you don’t re-
ally want to see productivity grow-
ing for the reasons it did in the sec-
ond quarter,” said Joshua Shapiro,
chief U.S. economist at MFR Inc., a

New York-based consulting firm.
He and others say productivity

will likely slow during the second
half of the year as companies moder-
ate the steepness of their cutbacks
amid gradual improvement in busi-
ness conditions. Already, employers
are shedding fewer workers.

Still, many were hoping to see
more of an improvement in August
now that key sectors of the econ-
omy, such as manufacturing and the
housing market, are showing some
encouraging signs.

Indeed, a separate Commerce De-
partment report showed that U.S.
factory orders in July rose 1.3% from
the prior month, the biggest gain in
a year, to $355.5 billion, following a
0.9% increase in June.

The figures “continue to suggest
that net job losses are slowing but
that we are still some way from the
point where the labor market will be-
gin to create jobs,” said John Ryding
of New York-based RDQ Economics.

The ADP report suggested “some
downside risk” to the government’s
official August employment report,
due Friday, but the ADP figure has
been worse than the government’s
figure in six of the past eight
months, according to economists at
Goldman Sachs Group Inc.

That is in part because ADP only
tallies private-sector jobs. Govern-
ment hiring has added about 2,000
jobs per month over the past year.

As a result, many economists left
their expectations for Friday’s re-
port unchanged at a loss of 225,000
to 250,000 jobs for August.
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*Couples with taxable income above $372,950. †Couples with taxable income above $208,850
Sources: WSJ calculations based on Urban-Brookings Tax Center projections (top chart); 
U.S. Congressional Budget Office (bottom chart)

Tax arithmetic
President Obama vows to limit tax increases to couples with income over 
$250,000 and individuals with income over $200,000.

Projected adjusted gross income

Projected taxable income

Projected taxes (current rates)

At current rates, income and payroll tax as fraction of taxable income

Tax rate needed to raise $9 trillion more

Raising all tax rates by 1 percentage point

Raising only top rate by 1 percentage point

Raising top two rates by 1 percentage point

Raising top rate for couples over $1 million by 5 percentage points

$27.5 trillion

$23.9 trillion

$7.4 trillion

31.1%

68.9%

$455 billion

$74 billion*

$99 billion†

$223 billion

A look at these taxpayers over the 10 years from 2010 to 2019:

How much revenue, over 10 years, would come from:
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The 298,000 job
losses were less
than July’s revised
drop of 360,000.

By Maya Jackson Randall

WASHINGTON—Federal Re-
serve officials last month were far
more upbeat about the U.S. eco-
nomic outlook, expressing in-
creased confidence that the down-
turn was coming to an end.

“Meeting participants agreed
that the incoming data and anec-
dotal evidence had strengthened
their confidence that the downturn
in economic activity was ending and
that growth was likely to resume in
the second half of the year,” said the
minutes of the Fed’s Aug. 11-12 pol-
icy meeting, which were released
Wednesday afternoon with the
usual lag.

Still, according to the minutes,
most officials expect only a slow re-
covery during the second half of
this year. And all the officials
agreed the economy is still vulnera-
ble to shocks.

“Conditions in the labor market
remained poor, and business con-
tacts generally indicated that firms
would be quite cautious in hiring
when demand for their products
picks up,” the minutes said. “More-
over, declines in employment and
weakness in growth of labor com-
pensation meant that income
growth was sluggish.”

Officials expect that fiscal stimu-
lus and monetary policy would help
lead to growth in economic activity
later in 2009 and into 2010. But, ac-
cording to the minutes, officials also
expect “the stimulative effects of
policy would fade as 2010 went on
and would need to be replaced by pri-
vate demand and income growth.”

Additionally, the minutes shed

light on how the Fed might choose
to remove a significant economic
lifeline. The minutes show that mem-
bers of the Fed’s policy-setting com-
mittee think it’s beneficial to gradu-
ally taper off the central bank’s pur-
chases of mortgage-backed securi-
ties in order to make the transition
easier for financial markets.

At its policy meeting last month,
the Fed said it would conclude its
purchase of $300 billion in U.S. gov-
ernment debt by the end of October,
and would slow the pace of remain-
ing purchases in order to provide for
a smooth transition.

The minutes released Wednes-
day make clear the Fed could em-
ploy this same strategy when it re-
moves its lifeline from the mortgage-
securities market.

“They generally were of the view
that gradually slowing the pace of
the committee’s purchases of $300
billion of Treasury securities and ex-
tending their completion to the end
of October could help promote a
smooth transition in markets,” the
minutes said. “A number of partici-
pants noted that a similar tapering of
agency debt and MBS purchases
could be helpful in the future as those
programs approach completion.”

Still, the minutes note that the
central bank’s policy-setting Fed-
eral Open Market Committee made
no decisions on tapering those pur-
chases at the meeting.

At the meeting, Fed officials did
agree to extend the final date for
making new Term Asset-Backed Se-
curities Loan Facility loans into
2010. Meanwhile, officials were cool
to the idea of expanding the range of
assets in the program.

Turning to the economic out-
look, Fed staffers said economic
data had improved both in the U.S.
and abroad between the Fed’s June
and August meetings. Staffers pro-
jected that real gross domestic prod-
uct would increase in the second
half of 2009 and output growth
would pick up to a pace “somewhat
above” its potential rate in 2010.

“The step-up in economic activ-
ity in 2010 was expected to be sup-
ported by an ongoing improvement
in financial conditions, which, along
with accommodative monetary pol-
icy, was projected to set the stage
for further improvements in house-
hold and business sentiment and an
acceleration in aggregate demand,”
the minutes said.

Fed officials said “the tone of fi-
nancial markets abroad improved
further during the intermeeting pe-
riod.” They noted that while the fi-
nancial condition of CIT Group Inc.,
one of the largest lenders to middle-
market firms, worsened sharply
over the period, broader financial-
market conditions appeared to be
largely unaffected by this develop-
ment, the minutes said.

Still, officials also think house-
holds will continue to face tight
credit conditions. They also contin-
ued to highlight the commercial-
real-estate market as a sore spot in
the economy given that the contrac-
tion in the market accelerated.

At its August meeting, the Fed
held the target federal-funds rate
for interbank loans near zero and re-
iterated that economic conditions
are likely to warrant “exceptionally
low levels of the federal funds rate
for an extended period of time.”
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By V. Phani Kumar

And Colin Ng

Japanese stocks fell 2.4%, hurt
by a plunge in Elpida Memory
shares, as most Asian markets de-
clined following a big drop on Wall

Street. Chinese
shares rose 1.2%.

Financial stocks
were mostly weaker
around the region,

tracking losses for their U.S. counter-
parts. Mizuho Financial Group shed
2.7% in Tokyo, Macquarie Group fell
3.4% in Sydney, United Overseas
Bank slipped 1.1% in Singapore and
ICICI Bank declined 1.2% in Mumbai.

Outside China, resources stocks
dropped after a decline in crude-oil
prices. Woodside Petroleum fell
2.7% in Sydney, and Inpex shed 4.3%
in Tokyo.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies slid 249.60
points to 10280.46. Elpida Memory
dropped 16% on equity-dilution con-
cerns after the chip maker an-
nounced a plan to issue 55 million
new shares, equivalent to about 39%
of the company’s current equity.

Seven & I Holdings fell 2.7% a
day after the convenience-store op-
erator cut its annual profit forecast,
spurring a rating downgrade from

J.P. Morgan to “neutral” from “over-
weight.” The company’s outlook
weighed on other retailers, with
Aeon sliding 4.5%.

In China, the Shanghai Compos-
ite Index rose 31.25 points to 2714.97.
Shares of Chinese refiners rose early
after Beijing announced an increase
in prices of gasoline and diesel, effec-
tive Wednesday. The gains narrowed
toward the close, with Morgan Stan-
ley analysts noting that the increase
of about 5% was “insufficient to
maintain domestic refining mar-
gins” after crude-oil prices rose 12%
in August. PetroChina ended up
0.9% in Shanghai, while Xinjiang
Zhundong Petroleum Technology
advanced 4.1% in Shenzhen.

Bank shares rose, bucking the re-
gional trend, with China Construc-
tion Bank jumping 5.3% and China
Merchants Bank rising 3.7% in
Shanghai.

In Hong Kong, the Hang Seng In-
dex fell 1.8% to 19522.00, a six-week
low. Analysts cited profit-taking,
with the index having risen 72% as
of Wednesday from the March 9
trough of 11344.

In Sydney, the S&P/ASX 200 fell
1.7% to 4438.20, as banks and re-
source stocks weakened. Australia &
New Zealand Banking Group slid
3.7%; National Australia Bank fell 3%.

Las Vegas Sands adds bonds
Casino operator raises
$600 million debt
ahead of Asian IPO
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Las Vegas Sands has invested heavily to develop casinos and resorts in Macau,
betting on future growth. Above, a Sands hotel in Macau.

Creditors agree to wind up FerroChina
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By Jonathan Cheng

HONG KONG—Las Vegas Sands
Corp. secured US$600 million in
short-term financing through its
bankers at Goldman Sachs to shore
up its balance sheet ahead of a
planned Hong Kong IPO of its Macau
assets.

The Las Vegas-based casino oper-
ator, which runs the Sands Macao
and the massive Venetian Macao re-
sort-hotel in the Chinese gambling
center of Macau, has made efforts to
regain its financial footing after a
difficult year in which its heavy debt
burden and ambitious growth plans
weighed on the company.

Las Vegas Sands, which opened a
new casino in Pennsylvania earlier
this year and is scheduled to finish a
major project in Singapore next
year, was forced to halt construc-
tion on several sites in Macau’s Co-
tai area, where Las Vegas Sands
chairman and chief executive Shel-
don Adelson has bet heavily for fu-
ture growth.

With the rebound in financial
markets in recent months, Las Ve-
gas Sands has been able to amend its

US$3.3 billion Macau credit facility,
as well as push ahead with plans to
sell a piece of its Macau assets to
Hong Kong investors.

The bonds, which will be ex-
changed into common shares of the
Las Vegas Sands subsidiary at a 10%
discount upon listing, will give the
company an upfront financial boost,
though it didn’t say what it would
use the proceeds for.

“The actions we have taken in re-
cent weeks, together with the right-
sizing of our cost structure and our

on-going efforts to implement effi-
ciencies across our operations, have
clearly helped to strengthen our bal-
ance sheet,” said Michael Leven, the
company’s president.

As the company’s finances have
recovered, New York-listed shares
in Las Vegas Sands have risen more
than eightfold from its bottom in
mid-March.

The bonds will bear an annual in-
terest rate of 9% for the first year
and ultimately rise to 15% before
they mature in 2014.

ASIAN-PACIFIC
STOCKS

By Laura Santini

HONG KONG—Creditors have
come to an agreement about how
to wind up FerroChina Ltd. and
are awaiting approval by a main-
land China court, said people famil-
iar with the agreement, in a deci-
sion that many foreign investors
view as a significant test of Chi-
na’s 2007 bankruptcy law.

Creditors of the Chinese steel
company include Citigroup Inc.,
Credit Suisse Group, CLSA Asia-
Pacific Markets’s CLSA Capital
Partners and U.S. hedge fund Cita-
del Investment Group LLC.

Under the restructuring agree-
ment, the people say, China Min-
metals Corp. will acquire five oper-
ating subsidiaries of the galva-
nized steelmaker for 3.2 billion
yuan ($468.5 million). Some for-
eign creditors will recoup as much
as 60 cents on the dollar.

Other foreign creditors will re-
ceive nothing. For instance, for-
eign holders of FerroChina’s $130
million in outstanding bonds were
completely left out of the restruc-
turing.

Still, some foreign investors
see the agreement, if approved by
the court, as a satisfactory conclu-
sion to the limbo they have been
left in for nearly a year.

“Although it’s disappointing
that more value wasn’t extracted,
it’s a reasonable outcome,” said

David Kidd, a restructuring spe-
cialist at law firm Allen & Overy
who isn’t involved in the Fer-
roChina agreement.

Messages to Ferro-China and
China Minmetals seeking com-
ment weren’t answered.

The ability of FerroChina’s for-
eign creditors to recover the debt
depended on whether it was
backed by onshore assets or by col-
lateral held in an offshore entity.

In 2006, Citigroup led an investor
group that provided a $160 million
loan to FerroChina. The loan car-
ried onshore-backed debt as well
as offshore debt.

Under the agreement, the se-
cured portion of the onshore debt
will recover nearly 60 cents on the
dollar, while holders of the unse-
cured portion will receive a much
steeper haircut, retrieving about
20% of the debt’s face value, peo-
ple familiar with the agreement
said. About $75 million of the loan,
registered offshore, isn’t covered
by the restructuring agreement.

These people said the agree-
ment is fair because the haircuts
for foreign investors with onshore
claims are the same as those taken
by mainland commercial banks
holding FerroChina debt.

In another closely watched re-
structuring of a troubled Chinese
company, foreign creditors of Asia
Aluminum Holdings Ltd. received
as little as a penny on the dollar,
while the company repaid its on-
shore creditors in full, raising
cash through a sale of the com-
pany to existing management.

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.
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The agreement
doesn’t cover $75
million of the loan,
registered offshore.
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U.S. governor battles to save job
Sanford faces pressure
to quit over affair,
use of state plane

India defends its stance on limiting emissions

By Valerie Bauerlein

ORANGEBURG,S.C.—South Caro-
lina Gov. Mark Sanford, stung by po-
litical attacks over his extramarital
affair with an Argentine woman,
said in his first extended interview
since June that he no longer wants to
“crawl into a cave” and will fight to
keep his job in the face of mounting
public opposition.

“Ihavea newfound level of humil-
ity, knowing how hard I work and

how hard I push is not the ultimate
driverofchange,”he said in the inter-
view Monday. “Power resides with
people.”

Mr. Sanford, whose once-highap-
proval numbers have deteriorated,
also acknowledged that his oppo-
nents “smell blood in the water.” But
he insisted he won’t be forced to re-
sign.

The governor appeared to have
weathered the storm after revela-
tions more than two months ago that
he had cheated on his wife of 20
years and disappeared to Argentina
to see the woman he described as his

“soul mate.” Now, though, he is fac-
ing a growing deluge of daily calls for
his resignation.

State House Republicans say
they have the votes necessary to im-
peach Mr. Sanford when the cham-
ber convenes again in January. Sev-
eral of his staunchest allies have
called on him to resign in the past
week.

Mr. Sanford compounded his
problems by drawing questions
from a state Ethics Commission over
his use of the state plane, business-
class travel on commercial flights
and undeclared use of political al-
lies’ private planes. Commentators
and political foes criticized him Fri-
day for using the state plane for a
short flight from Columbia, the state

capital, to a Lions Club luncheon in
Conway on the coast where—among
other things—he defended himself
by saying he used the state plane sig-
nificantly less often than his prede-
cessors. Mr. Sanford also said he has
used smaller and less expensive air-
craft than past governors, and did
nothing wrong by accepting trips on
private planes provided by longtime
friends.

A poll last week by InsiderAdvan-
tage showed that 50% of registered
South Carolina voters think their
governor should resign, compared
with 41% of those polled in June,

when the affair became public.
Mr. Sanford described himself as

“zen-like.” “If enough people make
noise, we got a shot at changing
things,” he said. To resurrect his im-
age, Mr. Sanford is on a forgiveness
tour, crisscrossing the state and im-
ploring civic-club members to join
him in pushing for dull but substan-
tial changes to South Carolina’s
state constitution. He said he is ea-
ger to regain the confidence of his
constituents. “If I’d read the stuff
they’d read, I’d feel the same,” he
said.

But the changes he is promoting
are generally the same ones he has
unsuccessfully sought over the past
six years, such as creating a guberna-
torial department to oversee state

spending, instead of a board con-
trolledby legislative andelected offi-
cials.

Mr. Sanford is struggling to re-
tain legitimacy amongmoral conser-
vatives who remember his vote in
1998 to impeach President Bill Clin-
ton for his deceptions regarding an
affair with White House intern Mon-
ica Lewinsky.

Mr. Sanford is also fighting his
battle withoutthe aid of his top polit-
ical strategist: his estranged wife,
Jenny Sanford. Through most of his
political career, Mrs. Sanford was
the governor’s most important ally

and adviser—even serving as chief
of staff during his first term as gover-
nor. But South Carolina’s first lady
moved out of the governor’s man-
sion in Columbia last month, taking
the couple’s four boys to the family’s
beachfront home and enrolling them
in school in Charleston.

Mr.Sanford,whohassaidheistry-
ing to reconcile with his wife, de-
clined to comment in the interview
on his marriage or his family. He said
onlythat hespentlastweekend onhis
farm with his wife and children. Say-
ing anything further, he said, “leads
to looking backward, not forward.”

National Republican leaders
have playeddown any broaderpoliti-
cal impact on their party from Mr.
Sanford’s travails. Mississippi Gov.
Haley Barbour, one of the most influ-
ential GOP leaders, has acknowl-
edged that situations like Mr. San-
ford’s do harm a party that has tried
to define itself around strong moral
principles, while saying there are
more importantissues suchasguber-
natorial elections in New Jersey and
Virginia.

But in his home state, with Mr.
Sanford fighting to stay in command
and the likelihood of an impeach-
ment effort growing, South Caroli-
na’s humid capital has taken on the
air of a distracted political circus.

“The unfortunate thing isthis has
been all-consuming,” said state Rep.
Rita Allison of Spartanburg, who for-
merly worked on Mr. Sanford’s gu-
bernatorial staff. “We aren’t talking
about jobs, we aren’t talking about
education. He should consider what
is happening in the state and go
ahead and resign.”

If Mr. Sanford left office, his term
would be completed by Lt. Gov. An-
dreBauer,aRepublican whoisapolit-
ical foe. Mr. Bauer promised last
week not to run for governor in 2010
if Mr. Sanford were to step aside in
the next month, a move Mr. Bauer’s
supporters said should remove
some of the political calculus sur-
rounding a possible resignation. Mr.
Sanford, 49 years old, said he is more
focused on his job as governor now
than he was before revelations of his
extramarital affair.

The publicity over that relation-
ship—and subsequent allegations of
travel and ethics irregularities—
meanshenolongerspendstimespeak-
ing out against the federal stimulus
packageonnationaltalkshowsorrais-
ingmoneyaschairmanoftheRepubli-
canGovernors Association,aposition
he resigned as soon as the scandal be-
camepublic.Onceconsideredapoten-
tial 2012 presidential candidate, he
said it is “abundantly clear that this is
the end of the road” in politics. “My
lifeis without distraction,”he said. “It
is very much focused on this.”

South Carolina Gov. Mark Sanford, shown last week, has been touring the state to build support to remain in office.

ECONOMY & POLITICS
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BEIJING—Police in central China
detained 15 parents for a violent pro-
test last month over factory pollu-
tion that left hundreds of local chil-
dren with lead poisoning, and ac-
cused them of links to the banned
Falun Gong spiritual movement, vil-
lagers said Wednesday.

Villagers mocked the accusation,
saying authorities were using the
charge to take revenge against par-
ents involved in the Aug. 8 unrest in
Hunan province’s Wenping town-
ship, that broke out after more than
1,300 children were poisoned by
emissions from a manganese pro-
cessing plant. Falun Gong practitio-
ners are relentlessly persecuted by
China.

Anger is growing in China over
public safety scandals in which chil-
dren have been the main victims.
The ruling Communist Party is wor-
ried that mass protests will threaten
the country's social stability and
challenge its grip on power.

The Wugang city public security
bureau, which oversees Wenping, is-
sued a notice Tuesday saying “cult
members with ulterior motives” led
a few villagers to block roads, attack
government offices and damage pub-
lic property, 40-year-old resident
Dai Zuoyi said.

Police said 15 people were being
held and urged the “Falun Gong prac-
titioners to turn themselves in as
soon as possible,” said Mr. Dai, who
read the announcement to the AP.

“When I saw this notice, I
laughed till my stomach hurt,” he
said. “There have never been any
Falun Gong followers in Wenping.
This is clearly a reprisal attack
against villagers.”

A notice posted on the Web site
of the Wugang city government last
week said Chinese and foreign Falun
Gong members were spreading false
rumors and “instigating the public
to cause trouble” in response to the
lead poisoning incident. It didn’t
mention detentions.

Mr. Dai said his brother-in-law Li
Changye was among the parents de-
tained this week. Mr. Li, 40, was
among hundreds of residents who
blocked roads leading to the
Wugang Manganese Smelting Plant,
Mr. Dai said.

Both Mr. Dai’s and Mr. Li’s sons,
aged five months and six years, have
excessive levels of lead in their
blood, Dai said. Lead poisoning can
damage the nervous and reproduc-
tive systems and cause high blood
pressure and memory loss.

A Wugang government spokes-
man denied that any Wenping resi-
dents were detained. “We have not
taken any measures against the par-
ents. But if anybody has broken the
law, their cases will be investigated
by the police,” he said.

He said city government officials
have recently received phone calls
from out of town by people who per-
sonally attacked the officials. Based
on “previous experience,” the police
think they might be Falun Gong
members, the spokesman said.

The Wenping incident was one of
three cases of lead poisoning involv-
ing large numbers of children last
month. The first case involved more
than 600 children living near a lead
smelter in northwestern Shaanxi
province, while the latest one oc-
curred in Yunnan in the southwest,
with about 200 children sickened.

Also on Wednesday, a chemical
explosion in eastern China killed 18
people and injured 10 others, state
media reported.

China police hold
protesters in case
of lead poisoning

By Krishna Pokharel

NEW DELHI—India is digging in
against legally binding caps on car-
bon emissions, ahead of December’s
climate-change talks with the U.S.
and Europe in Copenhagen.

On Wednesday, the Indian gov-
ernment released a report that
showed the country’s per capita
greenhouse-gas emissions—
thought to be the cause behind glo-
bal warming—will be lower over the
next two decades than the global per
capita emissions in 2005. These lev-
els will also remain lower than those
of Western countries for about the
same period, the report said.

The findings aim to rebut con-
cerns that India’s quest to become a
global economic power will trans-
form it into a leading emitter of
greenhouse gases. Still largely agrar-
ian and poor, India has bristled at
suggestions from industrialized
countries, such as the U.S., that it
should do more to cap emissions
even if it means curbing growth.

Still, the release of the study
also demonstrates India’s eager-
ness to justify its pro-growth
stance before it heads into global
climate-change talks. Indian offi-
cials have said the government re-
mains focused on eliminating pov-
erty through aggressive economic

growth and industrialization.
Jairam Ramesh, India’s minis-

ter for environment and forests, is
leading India’s fight against legally
binding caps. He also opposes such
caps for other developing coun-
tries, including industrial power-
house China.

“There is lot of commonality and
cooperation with China when it
comes to Copenhagen,” Mr. Ramesh
said. “We want a fair and equitable
agreement in Copenhagen.”

In December, countries meeting in
Copenhagen will try to forge a pact on
carbon emission-reduction targets
beyond 2012, when the existing inter-
national accord expires. Mr. Ramesh

said India won’t be an obstacle to any
pact. India has pledged that it won’t
allow per capita emissions to surpass
the average per capita emissions of
developed countries.

By 2031, India’s per capita emis-
sion of greenhouse gases would stay
under four tons of carbon-dioxide
equivalent, four of the five studies
in the report showed. That level is
under the global per capita emis-
sions of 4.22 tons in 2005, according
to the report, which was compiled
by five different research agencies,
including the Energy and Resources
Institute, a research group based in
New Delhi, and global management
consultants McKinsey & Co.
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M&A revival divined from recent deals
Third quarter is still
on pace to be slowest
in U.S. this decade

Credit Suisse is seeking
private-banking targets

MONEY & INVESTING

By Jeffrey McCracken

And Stephen Grocer

A small flurry of deal announce-
ments and financings suggests
that the mergers-and-acquisitions
market, moribund for 12 months,
may finally be bottoming.

August was shaping up to be
the worst month for deal making
since 1995, according to data pro-
vider Dealogic. But the market was
jolted Monday morning when Walt
Disney Co. announced the $4 bil-
lion purchase of Marvel Entertain-
ment Inc. and Baker Hughes Inc.
purchased oil-field-services com-
pany BJ Services Co. for $5.5 bil-
lion.

It was the busiest single day in
U.S. deal making in nearly three
months. And it pushed up total vol-
ume for the month by 40%. The
deal making continued Tuesday,
when eBay Inc. announced the sale
of a 65% stake in the Skype Inter-
net-phone business to private in-
vestors for a higher-than-ex-
pected price.

The three-day flurry gives deal
bankers and lawyers, always look-
ing for a silver lining, hope that
the dormant M&A business is start-
ing to recover. As they explain, it
isn’t simply that deals were
struck, but that the psychology

around corporate mergers has
changed. Boards are still timid,
but just months ago they were fear-
ful.

What is more, the numbers sug-
gest that deal volume can’t go
much lower. Even with this quar-
ter’s transactions, the third quar-
ter is on pace to be the slowest
quarter for U.S. deal activity this
decade, according to Dealogic.
Only one deal valued at more than
$5 billion was announced in the
U.S. in the past two months.

The value of global announced
mergers and acquisitions has
fallen 32% to $1.4 trillion from the
same period last year. U.S. deal vol-
ume is down 35%, according to
data provider Dealogic. There
have been $448.2 billion of deals
struck this year in the U.S. At the
same pace, 2009 would be the sec-

ond least-active year since 1995,
when adjusting for inflation.

“I think things are going to
steadily improve as people come
out of hibernation,” said Morton
Pierce of Dewey & LeBoeuf LLP,
which worked on all three transac-
tions. “At the start of a recession,
you don’t think about M&A, unless
you are a distressed-debt fund.”

A recovery in M&A would come
as welcome news to Wall Street.
Fees for completed U.S. deals
stand at $2.27 billion, the lowest
level since 1995. That is off 58%
from 2008, a year in which fees
were down 31% from 2007, accord-
ing to Dealogic.

Deal activity is always a lagging
indicator in an economic recovery,
coming back only after gross do-
mestic product increases return,
consumer confidence rebounds
and other indicators head up.

“The economic data is turning
the right way and M&A activity
will follow GDP growth very
closely,” said Paul Parker, head of
global mergers and acquisitions at
Barclays Capital.

“Given that this down period
was an extended one, there is a lot
of pent-up demand,” he said. “The
dialogue with CEOs is different
now than it was just two months
ago. They are no longer worried
about catching a falling knife and
are now worried about getting left
behind.”

Lawyers and bankers say three
factors are coming together to lu-
bricate deal flow: the improving
economy, reinvigorated credit mar-

kets and stock valuations that re-
main low enough to encourage
poaching.

Credit, the fuel for Wall Street’s
deal machine, had been nearly im-
possible to come by. But high-yield
fund flows have jumped, which
bankers say directly helps deal ac-
tivity. In the three months ended
August, flows into high-yield
funds were at the strongest since
2003, totaling $6.1 billion. That is
more than six times the flows dur-
ing the peak of the leveraged buy-
out boom in late 2006.

Last week, specialty-drug
maker Warner Chilcott Ltd. was
able to raise about $4 billion to refi-
nance debt and purchase Proctor
& Gamble’s drug business.

“The pricing is more expensive
than it was, but we are working on
a couple situations to raise money
to get deals done and there is inter-
est in them,” said John E. Mack III,
executive director at boutique in-
vestment bank Imperial Capital. “I
think we pick up steam in the
fourth quarter.”

While few are convinced deal
making will come back in force, the
consensus appears to be that it
won’t get worse.

“Warner Chilcott and Skype are
a great omen, but does that mean
there’s going to be a lot of debt out
there to finance deals? I doubt it,”
said Simpson Thacher & Bartlett
attorney Gary Horowitz. “I think
the spigot is just starting to be
turned on as opposed to being on.
You need valuations to settle down
before you will see deal flow.”

Source: Dealogic

Hitting bottom?
Monthly announced U.S. 
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By Liam Moloney

And Benoît Faucon

Knight Vinke Asset Manage-
ment LLC said it has bought shares
in Eni SpA and that the Italian oil
and gas company’s breakup should
be considered because it would add
value.

In the past few years, the U.S. ac-
tivist investor has gained a reputa-
tion for buying small stakes in Euro-
pean companies and then calling for
their shake-up. In a statement Mon-
day, Knight Vinke said it had held
just under 1% of Eni shares for about
two years and had engaged in dia-
logue with the company.

It said the combination of its
downstream utility business and its
upstream oil and gas exploration di-
vision “under one roof results in Eni
being financially constrained, as
clearly demonstrated by the recent
dividend cut.”

Knight Vinke said each “on its
own would be as valuable as the
whole of Eni is today.”

Eni said Wednesday that it
doesn’t plan to restructure because
the integration of its upstream and
downstream operations is strategic.

Eni said its gas-marketing activi-
ties are “fundamentally” linked to
its upstream oil and gas operations,
delivering a competitive advantage
to the group as a whole.

The Rome-based company said it
“welcomes constructive dialogue
with all its shareholders.”

Activist investor
says Eni breakup
would add value

By Deborah Ball

And Anita Greil

ZURICH—Credit Suisse Group
is ready to make acquisitions to ex-
pand its private-banking business,
but the potential targets need to be
close to the Swiss bank’s business
model and must meet its compli-
ance requirements, a senior execu-
tive said Wednesday.

“We are clearly ready to ac-
quire,” Walter Berchtold, chief ex-
ecutive of the Zurich-based bank’s
private-banking operations, said
at an industry gathering.

However, the group has exited
bidding for ING Groep NV’s Asian
and Swiss private-banking busi-
nesses ahead of Thursday’s bid-
ding deadline, according to people
familiar with the situation.

Credit Suisse was one of several
bidders short-listed in the auction
and had conducted due diligence
before exiting, these people said.

Banking experts say tougher
compliance requirements relating
to banking secrecy will eventually
force smaller Swiss banks to either
sell themselves to big banks such
as Credit Suisse or UBS AG, or to
merge with each other. That is be-
cause ensuring that clients pay
taxes in their countries of resi-
dence is becoming too costly for
smaller banks.

The head of St. Gallen-based
Swiss private bank Wegelin & Cie.,
Konrad Hummler, recently said
that the bank is telling wealthy cli-
ents to no longer invest in U.S. secu-
rities, because it may burden inves-
tors with tax obligations.

“Clearly, all governments need
to collect a lot of tax money at the
moment,” Mr. Berchtold said, refer-
ring to a world-wide crackdown on
so-called tax havens.

“At some point, the pressure
will go away.”

Switzerland has started to re-
spond to mounting criticism over
its tight banking-secrecy law by en-
tering new double-taxation agree-
ments with other nations that are
compliant with tax rules set out by
the Organization for Economic Co-
operation and Development.

Under a settlement with U.S.
tax authorities last month, Switzer-
land pledged to ensure the hand-
over of details on 4,450 accounts
held by U.S. residents at UBS,
which may belong to people who
didn’t pay taxes.

Mr. Berchtold said Credit
Suisse has made it clear to its cli-
ent advisers and clients that it has
“no tolerance” for breaching the
law in any given country. The bank
is “assessing in each country what
we can and can’t do in terms of off-
shore banking,” he said.

Turning to the private bank’s ex-
pansion plans, Mr. Berchtold said
he expects Asia to be the main
growth driver in years ahead. The
next-best markets are the Euro-
pean Union and the Americas,
where growth will be driven by ex-
pansion in Latin America. The
growth of business in the Middle
East will hinge on the development
of commodity prices, he said.

Credit Suisse is hiring aggres-
sively to drive its expansion in
Asia, he added.
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