
By Bob Davis

WASHINGTON—The U.S.
is pressing Europe in behind-
the-scenes negotiations to
sharply reduce its clout at the
International Monetary Fund
in favor of developing coun-
tries such as China and Brazil.

The effort is part of the de-
liberations leading up to the
summit of leaders of the
Group of 20 industrialized
and developing nations. The
G-20, whose finance meetings
began meeting Thursday in
London, already has ap-
proved greater funding and re-
sponsibility for the IMF to
help it handle economic crises
and warn of problems.

The G-20 is debating how
to reshape international insti-
tutions created at the end of
World War II to better reflect
the shift of economic power
from traditional industrial
countries to developing ones.
“The changes will take a lot of
bargaining,” said a G-20 offi-
cial from a large developing
country. “But we are in a bar-
gaining mood.”

The U.S. is pushing two spe-
cific proposals. Under the first,
the number of seats on the IMF
board would be reduced to 20
from 24 by 2012, with develop-
ing countries that already
have chairs retaining them.
The U.S. doesn’t name the
countries that should give up
seats but it is clear that some
would be European.

Currently, the IMF board
has eight directors who repre-
sent their own countries—the
U.S., Japan, France, Britain,
Germany, China, Russia and
Saudi Arabia—and 16 who rep-
resent groups of countries.
Many of the group seats are
headed by European countries.

The European Commis-
sion has argued for giving the
16 states that share the euro a
single seat. That has been re-
jected by prominent Euro-
pean politicians. France “does
not want for all the European
to be represented by a single
seat,” French Economy Minis-
ter Christine Lagarde said
this week.

The second U.S. proposal
would essentially shift five
percentage points of owner-
ship of the IMF from tradi-
tional industrialized coun-
tries to developing countries.
Currently, industrialized
countries have about a 60%
ownership stake.

Under this proposal, Eu-
rope also would lose clout. The
U.S. and Europe have roughly
the same size economy, but Eu-
rope has twice the ownership
shares of the U.S.,” says Edwin
Truman, who worked in the
Clinton and Obama Treasury
Departments and is now at the
Peterson Institute of Interna-
tional Economics.

European officials argue
that the U.S. position is too
blunt and doesn’t take into ac-
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U.S. presses
Europe to cut
its IMF clout

By Gabriele Parussini

PARIS—The Organization
for Economic Cooperation
and Development Thursday

said the global economy is
emerging from its worst
slump since World War II
faster than the think tank
forecast three months ago, al-
though the U.K. will largely
miss out on the recovery.

In a twice-yearly update
to its main economic fore-
casts, the OECD said the drag
on growth from the draw-
down on inventories appears
to be coming to an end. With
global trade flows set to re-

cover, the OECD said it now
expects the combined gross
domestic product of the
Group of Seven leading econ-
omies to contract by 3.7%
this year, having forecast in
June that it would shrink by
4.1%.

“There is a recovery at
hand now,” said Jorgen Elm-
eskov, the OECD’s acting
chief economist. “The worst
is over, and the recovery ap-
pears now to be coming a lit-
tle sooner, and possibly also
marginally stronger, than
three months ago.”

But the OECD now ex-
pects the U.K.’s GDP to fall by
4.7% this year, having previ-
ously forecast it would
shrink by 4.3%.That made
the U.K. the only major econ-
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Maintaining liquidity

Editorial&Opinion

PITCH BATTLE: Football’s governing body banned the U.K. squad from signing any players until 2011 because
it encouraged French striker Gael Kakuta, above, to break his contract and sign with the club. Page 28.
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in global economy

FIFA kicks Chelsea over player deal

By James Mawson

And Marietta Cauchi

LONDON—One of the
most high-profile figures in
Europe’s private-equity in-
dustry resigned from the firm
he founded amid a split with
the man who likely will suc-
ceed him.

Jon Moulton, 58 years old,
is leaving Alchemy Partners,
and is expected to be suc-
ceeded by Dominic Slade, one
of the firm’s four other part-
ners. Mr. Slade, who joined Al-
chemy in 1998 and became a
managing partner two years
ago, wants to convert the firm
into a specialist financial-ser-
vices firm and drop its focus on
turnarounds of struggling busi-
nesses across many sectors.

In a letter to all Alchemy in-

vestors reviewed by Financial
News and confirmed by inves-
tors, Mr. Moulton said he was
stepping down 13 months ear-
lier than planned “given my
unwillingness to support the
investment strategy or Domin-
ic’s role.” He said the strategic
change “wastes a spectacular
opportunity in our area of per-
ceived strength” and that the
firm he founded in 1997
should be closed.

Mr. Moulton also wrote
that “there have been continu-
ing concerns as to [Mr.
Slade’s] performance” and de-
scribed himself as having
“made too many investment
and people errors.”

Neither Mr.Moulton nor Mr.
Sladecould be reached for com-
ment. In a statement, Mr. Slade
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The real reason politi-
cians want to take your
bonuses away. Page 12
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Alchemy’s Moulton

to depart amid rift

Iran’s parliament broadly en-
dorsed Ahmadinejad’s cabinet
nominations, approving all
but three of his 21 choices,
including a defense minister
wanted by Interpol for a ter-
rorist attack of a Jewish cen-
ter in Argentina. Page 4

n The ECB effectively de-
clared that the euro-zone re-
cession has ended but said it
will continue to pump liquid-
ity into the economy. Page 2

n Shopper visits to U.S. re-
tailers gained in August as
sales fell less than expected
and more midpriced stores
showed gains. Page 6

n EU regulators opened an
in-depth antitrust investiga-
tion into Oracle’s planned
$7.4 billion deal to purchase
Sun Microsystems. Page 7

n U.S. shares broke a four-
session losing streak, as some
investors sought the safety
of gold. Stocks fell in London,
Frankfurt and Paris. Page 18

n RWE lowered the pur-
chase price for its takeover
of Dutch peer Essent by
about $1.36 billion. Page 8

n Riots broke out after Ga-
bon declared Ali Bongo On-
dimba the winner of the
presidential election. Page 4

n The editor of a Roman
Catholic newspaper resigned,
after an uproar that followed
his questioning of Berlusco-
ni’s lifestyle. Page 3

n Lloyds is moving closer to
proceeding with a plan to
reduce its participation in a
U.K. government asset-insur-
ance program. Page 21

n So-called prime borrowers
in the U.S. are falling behind
on mortgage and credit-card
payments faster than
subprime borrowers. Page 17

n The U.K.’s EasyJet said it
will close its East Midlands
base and cut its flight pro-
gram at Luton Airport. Page 8

n Absolut’s U.S. sales fell 6%
over the last year, putting
pressure on Pernod Ricard
as consumers sought less-ex-
pensive vodka. Page 6

n The U.K. said a British hos-
tage discovered dead in Iraq
was identified as security
contractor Alec MacLachlan.

n New antibodies to HIV
have been discovered, provid-
ing fresh leads in the quest
for an AIDS vaccine. Page 11

n Chinese authorities boosted
security in Urumqi. Page 10
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Time for a rethink on tri-
ple-A ratings? Vilified for
their role in the crisis, they
may yet prove in many cases
to be accurate—at least in
Europe. There, some of the
largest sectors of the securi-
tization market, such as
prime residential mortgage-
backed securities, are prov-
ing resilient despite steep
house-price declines and
surging unemployment. The
risk of actual losses on many
securities initially assigned
the highest grades remains
remote.

Spreads on triple-A
prime European RMBS, the
most liquid securities in the
market, have tightened
sharply so far this year, from
around 4 percentage points
over Euribor to around 1.6 to
1.8 points now. This has
stoked interest in more trou-
bled parts of the market, lift-
ing prices and reducing
mark-to-market losses.
There may be further to go.

Although credit quality
has undoubtedly deterio-
rated, the vast majority of

assets continue to pay out.
The proportion of European
residential-mortgage, com-
mercial-mortgage and con-
sumer-loan transactions
rated triple-A has dropped
from 84% when the transac-
tions were issued to 70% to-
day, according to Barclays
Capital. Even so, 93% of the
paper is still rated invest-
ment-grade, suggesting ulti-
mate losses are unlikely. In
contrast, U.S. downgrades
have been much more wide-
spread. That is partly due to
looser lending standards,

laxer regulation, higher in-
stances of fraud and sharper
house-price declines. And, of
course, the subprime market
didn’t balloon in Europe as
it did in the U.S.

Take Granite, the RMBS
issuer for nationalized U.K.
lender Northern Rock.
Thanks to soaring delin-
quency rates, Standard &
Poor’s this week said it
might cut 101 tranches is-
sued by the vehicle—but, cru-
cially, it affirmed all the tri-
ple-A notes. And the other
major U.K. prime RMBS
deals are performing better
than Granite, suggesting
that their triple-A notes are
secure as well. Fitch Ratings
says that even if house
prices fall 30% peak-to-
trough in the U.K., triple-A
tranches should prove resil-
ient. Following a recent
bounce, U.K. prices currently
are 14.4% below their peak,
according to Nationwide.

To be sure, there are
problems ahead. Concerns
remain over structures
backed by commercial mort-

gages, leveraged buyout
loans and loans to small and
medium-size enterprises.
The nascent recovery in
housing markets and the
broader economy could pe-
ter out. Unemployment is
still rising, likely leading to
greater loan delinquencies.

But ultimately, the crisis
in much of the European se-
curitization market has been
more about liquidity than
the underlying performance
of securities. Many investors
were forced to sell as their
funding dried up. Or they
found that they couldn’t tol-
erate mark-to-market risk
even if the bonds they held
remained high quality and
continued to pay out as ex-
pected.

Triple-A ratings ad-
dressed neither of those
risks. The risk they did ad-
dress—whether issuers
could maintain payment of
interest and principal even
through a severe economic
downturn—might not materi-
alize after all.
 —Richard Barley

Maximizing Mini at BMW

More at WSJ.com/Heard

It is a sign of the times
that BMW isn’t shouting
about its luxury range. In-
stead, the car maker is mak-
ing most noise about the
Mini, its smallest, relatively
low-margin vehicle.

The drive to get more out
of the Mini comes as rivals
jump in to challenge the vehi-
cle in its premium small-car
segment. Meanwhile, tighter
environmental regulations
and a sluggish economy are
hitting BMW’s more gas-guz-
zling sedans and SUVs.

Minis sell for as much as
£21,000 ($37,000), roughly
twice the price of similarly
sized cars made by volume
manufacturers. Yet despite
such a high price point, the
trend toward buying smaller
cars has given sales a boost.
Mini volumes rose slightly in
July from a year ago while
BMW-branded models de-
clined 15%. Hence BMW’s
plans to expand production
at Mini’s sole plant in the
U.K. and for a crossover ver-
sion made in Austria.

BMW needs to boost Mini
production to get economies

of scale. The Oxford plant is
running near full capacity of
220,000 vehicles a year. In
contrast, BMW builds nearly
800,000 of its three smaller
models on one platform and

400,000 of its large luxury
vehicles on another, spread
across 16 factories.

Making relatively few
high-priced big cars is one
way to recoup the heavy in-
vestment required. The
other is mass production of
cheaper cars, which requires
a different skill set. Unless
Mini can raise its volumes
significantly, in the face of
new competition from the
likes of Audi and Citroën,
the risk is that it ultimately
falls between the two.
 —Matthew Curtin

Reconsidering triple-A ratings

The drive to get
more out of Mini
comes as rivals
enter the space.

FIFA prohibits Chelsea from signing players for one year

European leaders urge cap on bank bonuses
U.K. joins France,
Germany in call
for G-20 to act

Financial Analysis and Commentary

Source: Barclays Capital

Downgrades
Outstanding European asset- 
backed securities by rating

Initial
rating

Current
rating

84% AAA
AA 6
A 5
BBB 4
Below BBB 1

70%
12
5
5
8
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FIFA on Thursday banned British
football club Chelsea from signing
any players for the next year be-
cause it encouraged a French player
to break his contract and sign with
the club.

The governing body of world
football said Chelsea can’t register
any new players, from England or
abroad, during the next two transfer
windows—in January 2010 and the
next off-season. The next time the
team would be able to sign a new
player would be in January 2011.

Since Russian billionaire Roman
Abramovich took over Chelsea, the
club has been able to finance the pur-
chase of some of the world’s top play-
ers and coaches. Chelsea’s obliga-

tions to Mr. Abramovich from his in-
terest-free loans are in excess of
$560 million. The ban would take
away Chelsea’s ability to flex that
enormous financial muscle.

Chelsea said in a brief statement
on its Web site that it would “mount
the strongest appeal possible,” add-
ing that the sanctions “are without
precedent to this level and totally
disproportionate.” If the appeal
fails, the pain of the ban would be
slightly mitigated by Chelsea’s re-
cent policy of signing players to
longer-term contracts.

FIFA’s Dispute Resolution Cham-
ber made the ruling after French
club Lens complained that Chelsea
lured teenage striker Gael Kakuta to
break his contract with the French

club and move to London in 2007.
The dispute panel also banned

Mr. Kakuta, an 18-year-old France
youth international, from playing
any matches world-wide for four
months. It ordered Mr. Kakuta and
Chelsea to pay Lens Œ780,000 ($1.12
million) in compensation. Chelsea
must pay Lens a further Œ130,000 as
a training fee.

Lens President Gervais Martel
said he hoped the verdict would
teach English clubs a lesson. “It’s a
logical decision, they stole the lad
off us when he was 16. He was at our
place since the age of 8µ,” Mr. Mar-
tel said. “Unfortunately, 95 times
out of 100 it’s the English clubs who
come and help themselves.”

England’s Premier League cham-

pion Manchester United was criti-
cized recently for its tactics in sign-
ing 16-year-old midfielder Paul
Pogba from Le Havre. The French
second-tier club accused Manches-
ter United of offering money to Pog-
ba’s parents.

Chelsea can appeal the decision
directly to the Court of Arbitration
for Sport, based in Lausanne, Swit-
zerland.

Swiss club FC Sion was told in
April it couldn’t sign players until
the 2010 offseason as punishment
for its actions in luring Egypt goal-
keeper Essam El Hadary in 2008 be-
fore his deal with Al-Ahly had ex-
pired. Sion appealed to CAS, which
froze the sanctions while it consid-
ers the case, allowing the club to

trade before the current season be-
gan. A ruling is expected later this
year.

While a ban would restrict new
Chelsea coach Carlo Ancelotti in his
squad-building plans, the club’s re-
cent policy of signing players to
long-term contracts provides some
protection should its anticipated ap-
peal fail. England defenders John
Terry and Ashley Cole both have
committed their futures to Stam-
ford Bridge since the FIFA panel met
to consider the Kakuta case last
week. Mr. Terry’s five-year contract
and Cole’s four-year deal follow off-
season contract extensions signed
by Nigeria midfielder John Mikel
Obi (five years) and French winger
Florent Malouda (four years).

By Geraldine Amiel

And Nathalie Boschat

The leaders of Germany, France
and the U.K. on Thursday called for
the Group of 20 industrial and devel-
oping nations to look at ways to cap
bankers bonuses and come up with
rules on remuneration in the finan-
cial sector at its summit in Pitts-
burgh Sept. 24.

“We should explore ways to limit
total variable remuneration in a
bank either to a certain proportion

of total compensation or the bank’s
revenues and/or profits,” they said
in a joint letter.

The move marks a change from
the U.K. Prime Minister Gordon
Brown’s previous stanceregarding im-
posing mandatory caps on bankers’
bonuses. While Mr. Brown agreed
with France and Germany on the need
to link bonuses to the bank’s long-
term performance, and not to short-
term speculative gains, in recent com-
ments Mr. Brown had shown reluc-
tance to limit bonuses, saying such a
measure would be difficult to enforce.

In their letter to the European
Union president, Swedish Prime
Minister Fredrik Reinfeldt, the
three European leaders—Germa-
ny’s Angela Merkel, France’s Nicolas
Sarkozy and Mr. Brown of the U.K.—

called on the G-20 to turn general
guidelines on remunerations in the
financial sectors into actual rules.
“The G-20 should transform the
above principles into binding rules
for financial institutions with siz-
able complex and risky business ac-
tivities and ensure that there are
sanctions at national level for banks
that do not play by these rules,” they
said.

France has been at the forefront
of the fight against what Mr.
Sarkozy sees as “excessive” pay in
the financial sector, branding the in-
dustry’s high bonuses a “scandal.”

In February, France adopted a
set of guidelines to restrict bankers’
pay, including the deferral of bo-
nuses over three years, the payment
of parts of bonuses in shares, as well

as the possibility to “claw back” part
of the remuneration in case results
don’t meet expectations.

These guidelines have since been
turned into rules, allowing France’s
banking watchdog to impose addi-
tional capital requirements on
banks that fail to comply.

The U.K.’s Financial Services Au-
thority and Germany’s financial
watchdog BaFin have recently is-
sued similar guidelines, though they
fell short of drawing up mandatory
rules.

Ms. Merkel and Messrs. Sarkozy
and Brown also called for the G-20
to strengthen the supervision of sys-
temic financial institutions, as well
as to devise new financial regula-
tions. The G-20 should look at ways
to dismantle banks whose default

could pose a systemic risk to the
rest of the sector and the economy,
they said.

“The finance ministers should ex-
amine ways to enhance supervision
requirements for systemically rele-
vant financial institutions to reflect
the level of systemic risk that these
banks pose to the financial sector,
and how such banks could be wound
up if necessary without shaking the
financial system,” they said.

The three leaders also called on
the G-20 to work out coordinated
exit strategies in order to avoid fu-
ture imbalances. But they warned
that the time to implement those
strategies hadn’t come yet, pointing
to the continuing deterioration in la-
bor markets in the coming months.
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CORRECTIONS & AMPLIFICATIONS

ECB holds rate steady
Bank plans to keep
pumping liquidity
into EU economy

By Alistair MacDonald

A junior official in the U.K.’s
Ministry of Defence has resigned,
criticizing the government’s strat-
egy in Afghanistan on the eve of a
major speech by Prime Minister
Gordon Brown to support Britain’s
efforts there.

Eric Joyce sent a resignation
letter to Mr. Brown on Thursday,
stepping down from his position
as Parliamentary Private Secre-
tary to the Defense Secretary Bob
Ainsworth, according to the MOD.
Downing Street declined to com-
ment. Mr. Joyce didn’t return
calls.

While the position is a junior
one, Mr. Joyce’s resignation will
hit Mr. Brown as he tries to con-
front increased criticism of Brit-
ain’s policy in Afghanistan. The
U.K. has the second-largest North
American Treaty Organization
troop commitment in the country
and hasseen a rise in casualties in
recent months.

On Friday, Mr. Brown will de-
liver a speech at the International
Institute for Strategic Studies in
London, in which he will “take
head on” critics of his country’s Af-
ghanistan strategy, according to a
person familiar with the matter.

Mr. Brown will say that while
the U.K. is committed to the mili-
tary conflict it will move its strat-
egy further to what it calls “Af-
ghanisation,” in which NATO will
shift more military and policing re-
sponsibilities to Afghan forces,
this person said. Mr. Brown will
say he wants to speed up that pro-
cess, for instance, bringing for-
ward the target to train 134,000 Af-
ghan troops to 2010 from 2011.

In a letter to the prime minis-

ter, Mr. Joyce said the government
needs an exit strategy for British
troops in Afghanistan, and should
make clear that the country’s com-
mitment in Afghanistan is “high
but time limited.” Mr. Joyce said
that the government needs to say
that it will reduce U.K. forces in Af-
ghanistan “substantially” during
its next term in government. The
government must call a general
election before June next year. Mr.
Joyce also said the U.K. needed a
“greater geopolitical return from
the United States for our efforts”
and criticized European allies Ger-
many, France and Italy for not do-
ing their share of the fighting.

Mr. Ainsworth distanced him-
self from the comments. “The pic-
ture he paints is not one that I nor
many people within the MoD recog-
nize, whether military or civilian,”
Mr. Ainsworth said.

Mr. Brown is due Friday to say
that the conflict in Afghanistan is
essential to Britain’s security

“People ask what success in Af-
ghanistan would look like. The an-
swer is that we will have suc-
ceeded when our troops are com-
ing home because the Afghans are
doing the job themselves,” Mr.
Brown will say, according to an ex-
cerpt of that speech.

U.K. defense aide quits,
citing Afghanistan policy
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The resignation will
hit Mr. Brown as he
tries to confront
increased criticism
of Britain’s policy in
Afghanistan.
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A spokesman for RHJ Interna-
tional SA said the Belgian invest-
ment firm has presented an im-
proved offer for a 50.1% stake in Gen-
eral Motors Co.’s European unit,
Adam Opel GmbH. A Corporate
News article Wednesday incorrectly
attributed the statement to a spokes-

man for Opel.

Anthony O’Reilly is emeritus
president of Independent News &
Media PLC. A Corporate News arti-
cle on Thursday incorrectly said
his son Gavin O’Reilly was in that
role.

By Christopher Emsden

And Terence Roth

Jean-Claude Trichet, the presi-
dent of the European Central Bank,
effectively declared the euro-zone
recession has ended, but empha-
sized that with prospects for recov-
ery very fragile, the ECB will con-
tinue to pump liquidity into the re-
gion’s economy.

The central bank for the euro
zone left its key policy rate un-
changed at 1% during its policy ses-
sion Thursday, as was widely ex-
pected. Other monetary-stimulus
strategies such as extra liquidity
programs also remained un-
touched.

Recent data suggest that “the sig-
nificant contraction in economic ac-
tivity has come to an end and is now
followed by a period of stabilization
and very gradual recovery,” Mr.
Trichet said at a news conference,
citing improving exports, govern-
ment stimulus and the ECB’s sup-
port of the banking system.

Mr. Trichet’s comments come
amid optimistic signs that other key

regions, especially the U.S. and
China, may have turned the corner
and should support a global recov-
ery. The Organization for Economic
Cooperation and Development on
Thursday upgraded its forecasts for
major economies, and now envi-
sions a quicker return to growth.

Mr. Trichet warned that uncer-
tainty remains with incoming eco-
nomic data often uneven, in part
due to the temporary nature of
some government stimulus pro-
grams. He said the ECB wasn’t plan-
ning an early unwinding of its stimu-
lus programs for bank lending.

The “worst possible attitude,”
Mr. Trichet said, would be to take re-
cent signs of stability in the global fi-
nancial system as a return to normal-
ity and “business as usual.” He
added: “That would be plain
wrong.”

Financial markets have been
speculating on the timing and pace
at which central banks and govern-
ments will withdraw the extra bank
liquidity and taxpayer funds in-
jected into their economies over the
past year.

Economists warn that failure to
withdraw stimulus programs soon
enough will speed a recovery-in-
duced inflation surge. Pulling out
too soon could stifle the recovery.
The topic is at the top of the agenda
for finance ministers from the

Group of 20 leading industrial coun-
tries in London beginning Friday.

Mr. Trichet’s message was that
the ECB, at least, will continue in-
jecting additional liquidity into the
bank system to spur lending to
households and businesses.

The ECB has offered abundant
cash to the euro-zone banking sys-
tem—including Œ440 billion ($626
billion) in 12-month funds at 1% ear-
lier this year—and a Œ60 billion facil-
ity for direct purchases of covered-
bonds from banks.

Mr. Trichet said the ECB’s stimu-
lus measures had been designed to
provide “an easy exit” when the
time comes. “Today is not the time
to exit,” he said.

In a technical sign of the ECB’s
thinking, Mr. Trichet said the next
12-month offer of liquidity to banks
would be offered at the same 1% rate
as the overnight policy rate.

Financial markets took the ECB
news to mean that any interest-rate
increase to stave off future inflation
won’t come until deep into next
year, especially given the fragility of
the recovery.

ECB economists now believe
euro-zone gross domestic product
will decline by around 4.1% this year
and grow 0.2% in 2010, the ECB said.

 —Anna Molin in Stockholm,
Gabriele Parussini in Paris,
Nina Koeppen in Frankfurt
contributed to this article.
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Alchemy’s Moulton to depart amid rift

Note: figures don’t add up to 100% because of rounding
Source: International Monetary Fund 

Europe Rest of the world

U.S.

Japan

China

Canada, Ireland, Carribean

Thailand, Indonesia, South East Asia

Korea, Australia, other Asia

Egypt, other Middle East 

Saudi Arabia

Sierra Leone, South Africa, other Africa 

Russia

Iran, Pakistan, Algeria, others

Brazil, Colombia, other Latin America

India, Bangladesh 

Argentina, Chile, other Latin America

Rwanda, other Africa

Total votes
Percentage 

of Votes
Percentage 

of Votes

Germany

France

U.K.

Belgium, Austria, Hungary, 
Turkey, others

Netherlands, Ukraine, 
Romania, Israel, others

Spain, Mexico, other Latin America

Italy, Greece, Portugal, others

Sweden, Denmark, Norway,  
Finland, others

Switzerland, Poland, 
other Eastern Europe

Europe
40.28%

Rest of
the world

59.61%

6.02

3.66

3.64

3.52

3.44

3.20

3.16

3.01

2.69

2.42

2.42

2.35

1.96

1.35

4.85

4.85

5.14

4.78

4.45

4.10

3.44

2.79

16.77%5.88%

Bank board
The U.S. is pushing a plan to boost developing nations’ voting power at the International Monetary Fund by 
shrinking the 24-member IMF board and stripping some European seats. Each of the 24 IMF Executive Directors 
represents one or more countries

Nationality of current director in bold

Jon Moulton

Source: Financial News

Years in finance: 37
Date of birth: Oct. 15, 1950

A qualified chartered accountant with 
a chemistry degree, Mr. Moulton has 
launched two successful private 
equity firms – first in 1985 when he 
was hired from Citicorp Venture 
Capital in New York to set up 
Schroders’ venture-capital business in 
London in 1985. Nine years later, Mr. 
Moulton briefly joined Apax Partners 
before setting up Alchemy Partners. 

Highlight of career: “The turnround of 
Parker Pens while at Schroder 
Ventures in 1986 – good people and 
great return.”

U.S. aims to pare EU clout at IMF

OECD forecasts
improvement
in global economy

FROM PAGE ONE

count that some developing coun-
tries are overrepresented too, com-
pared to their weight in the global
economy. In particular, they cite
Saudi Arabia’s stake as too large.
They would also like to eliminate the
effective veto wielded by the U.S.
which has a voting share large
enough to block important measures
which require an 85% majority.

IMF ownership is expressed in
what the fund calls “quotas.” Each of
the IMF’s 186 members is assigned
quotas that are calculated by a for-
mula that is supposed to reflect a
country’s weight in the global econ-
omy. A country’s financial obliga-
tions to the IMF and voting shares
are based on its quota.

In March 2008, the IMF came up
with a proposal that shifted quotas
by only about two percentage
points—a change that hasn’t been
approved by member nations. The
U.S. now is seeking agreement on a
top-line number at the start—five
percentage points—and then aims
to negotiate over who takes the hit.

The proposal has garnered sup-
port from China, Brazil, India and
other developing nations—and re-
sistance from European ones, IMF
officials say. “China is open to all op-
tions for making the IMF more legiti-
mate, relevant and effective,” said
China’s IMF representative, He
Jianxiong.

One U.S. official said that even if
the U.S. fails in reaching agreement
on either proposal, it figures it will
score points with China and other big

developing nations, whose support it
needs on other G-20 issues. The re-
duction in board seats will be espe-
cially difficult to achieve because it
requires approvalof 85% of thevotes—
and European countries have more
than enough votes to block it.

European officials have argued
that they should retain their clout
because the IMF depends heavily on
Europe. This week, EU finance minis-
ters increased the group’s contribu-
tion to the IMF to $175 billion from
$100 billion. Europe’s role at the

IMF “should not be contested,” Bank
of France Governor Christian Noyer,
said at a conference in Buenos Aires.

China and Brazil have made more
modest financial contributions to the
IMF—in the form of purchasing
bonds.

Continued from first page

praised Mr. Moulton, saying “the
strength of the business is a testament
to his imagination and enthusiasm.”

Alchemy Partners said all part-
ners eligible to vote had unanimously
agreed to appoint Mr. Slade as the
new managing partner. The appoint-
ment must be approved by investors.

It is unclear how Alchemy’s in-
vestments have performed recently.
Mr. Moulton’s letter spoke of a weak
investment performance and con-
tinuing losses. A spokesman de-
clined to comment.

According to performance fig-
ures from the California State Teach-
ers’ Retirement System, known as
CalSTRS, through September 2008,
Alchemy delivered just less than
10% a year to investors in its main in-
vestment plan.

Mr. Slade, 38, has led many of Al-
chemy’s financial-services transac-
tions and helped establish the Al-
chemy Special Opportunities Fund
and the Indian Development Capital
Fund, according to the firm’s Web site.

Alchemy manages hundreds of
millions of dollars in assets. Its Al-
chemy Investment plan focuses on
midmarket deals in the U.K., Ireland
and German-speaking Europe. The
Alchemy Special Opportunities
team manages a £300 million
($488.3 million) fund focusing on
special opportunities, from dis-
tressed debt to litigation funding. Al-
chemy also has a joint venture with
emerging-markets fund manager
Ashmore Investment Management
Ltd. to create an Indian fund, in
which Mr. Moulton personally in-
vested when it was launched.

Mr. Moulton, who had intended to
step down when he turned 60 in Octo-
ber 2010, is best known for his outspo-
ken and often contrarian views on

the private-equity industry and its
members. He previously held leading
roles at buyout giants CVC Capital
Partners, Apax Partners and Schro-
der Ventures, now called Permira,
and shot to public prominence in the
U.K. amid his controversial failed bid
for U.K. auto maker Rover in 2000.

Last year, he rebuked U.K. trade
body the British Private Equity and
Venture Capital Association at the
Super Return conference in Mu-
nich, saying he was “horrified” it
was publishing what he called “very
dodgy statistics” in its latest survey
on employment in the industry’s
portfolio companies.

In the letter to investors an-
nouncing his departure, he pointed
to “team issues at Alchemy, very
low new deal activity and a weak
overall investment performance,
with continuing losses and largely
defensive investing, [that] have
drained confidence.”

In the letter, he criticized the firm’s

other partners, without identifying
each by name. “One has been with the
firm for some years and has led sev-
eral deals.Hehasa recordof onewrite-
off but as yet no profitable exits on
deals he led,” he wrote.“The other two
partners have joined in the past year
or so—neither has yet led a new deal.”

The firm’s other partners are
Gavin Loughrey, who joined in 2001;
John Martin, who joined in 2008 af-
ter being chief financial officer at
Travelex Group; and Simon Oak-
land, who came from Nikko Princi-
pal Investments in 2008.

All questions to the partners were
directed to a spokesman, who de-
clined to address Mr. Moulton’s letter.

In addition to his work at private-
equity firms, Mr. Moulton’s personal
investment portfolio has backed
about 100 venture-type deals.

 —Toby Lewis and Paul Hodkinson
contributed to this article.

 —For more, see
efinancialnews.com.

Continued from first page

omy for which the OECD forecast a
larger contraction than previously.

The U.K. is also one of three G-7
economies—including Italy and
Canada—that the OECD expects to
remain in recession during this
quarter. It doesn’t expect the U.K.
to experience a quarter of growth
this year.

The OECD said the rise in unem-
ployment should ease as a conse-
quence of the earlier-than-ex-
pected recovery. But it warned that
with bank lending continuing to
fall, the pace of recovery will con-
tinue to be modest “for some time
to come.”

“The kind of recovery we fore-
see is a weakish one,” Mr. Elm-
eskov said. “It’s not as if as all the
problems are behind us.”

The OECD said it is now less
likely that further fiscal stimulus
will be needed to restore growth. It
said the leading central banks
shouldn’t be tempted into tighten-
ing policy until “well into 2010, and
in some cases even beyond.”

“The numbers wouldn’t have
looked this good if it hadn’t been
for the stimulus both from govern-
ments and from the monetary pol-
icy undertaken by central banks,”
Mr. Elmeskov said.

The OECD said it continues to ex-
pect the U.S. economy will contract
by 2.8% this year, while expanding
in the third and fourth quarters.
But it said it now expects the euro-
zone economy to contract by 3.9%,
having previously forecast a drop
in GDP of 4.8%.

Continued from first page
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MOSCOW—In a surprise ruling,
Russia’s Supreme Court Thursday
ordered further investigation into
the killing of a journalist gunned
down after harshly criticizing
Vladimir Putin’s Kremlin and hu-
man-rights abuses in Chechnya.

The decision reversed a ruling
by a lower court, which had re-
jected a request by Anna Polit-
kovskaya’s children for a single in-
vestigation into her October 2006
slaying. The killing, in the elevator
of her Moscow apartment build-
ing, had prompted international
outrage and deepened tensions be-
tween Russia and the West.

The new ruling will apparently
end the retrial of three suspects
whose acquittal was overturned
by the Supreme Court this year.
The three are accused only of help-
ing set up the slaying, not shooting
the journalist or planning her
death.

Ms. Politkovskaya’s family says
justice won’t be done until both
the gunman and the mastermind
of the slaying are caught and pun-
ished.

The Supreme Court’s military
bench on Thursday returned the
case against three suspects to pros-
ecutors and ordered them to
merge that case with another in-
vestigation into the alleged gun-
man and the search for the master-
mind, according to the court news
service and a lawyer for one of the
suspects.

The ruling could increase the
chances that Russian authorities
will eventually determine who was
behind Ms. Politkovskaya’s mur-
der—a crucial question in a coun-
try plagued by the killings of jour-
nalists and activists who criticize
government authorities.

However, it is unlikely to dispel
persistent concern among rela-
tives and rights activists about the
government’s willingness to con-
duct a complete, aggressive probe
that could lead back to people in
power.

“Whether the Prosecutor Gener-
al’s office will use this new oppor-
tunity we cannot say,” said
Karinna Moskalenko, a prominent
human-rights lawyer who has rep-
resented Ms. Politkovskaya’s rela-
tives. “We can only hope.”

Sergei Sokolov, a deputy editor
at Ms. Politkovskaya’s newspaper,
Novaya Gazeta, said he was “cau-
tiously optimistic” about the Su-
preme Court ruling but pessimis-
tic about the possibility that a mas-
termind will ever face trial.

“We have always wanted a full,
wide investigation. I hope the in-
vestigative team will take advan-
tage of this ruling,” he said.

During her career, Ms. Polit-
kovskaya sharply criticized Mr. Pu-
tin’s Kremlin and the Kremlin-
backed government of Chechnya.
The southern Russian area was the
site of two post-Soviet separatist
wars and of widespread rights
abuses that Ms. Politkovskaya fo-
cused much of her investigative re-
porting on.

The three men in custody were
acquitted after a trial marred by
the absence of the suspected gun-
man and virtual silence from prose-
cutors on the key issue of who
might have been behind the kill-
ing.

Russian court
orders new probe
of writer’s death
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By Stacy Meichtry

ROME—An influential Roman
Catholic newspaper editor who
questioned the lifestyle of Italian
Prime Minister Silvio Berlusconi re-
signed his post Thursday—a casu-
alty of a bruising newspaper war
that has opened a rift between the
Vatican and the premier.

Dino Boffo stepped down as edi-
tor in chief of Avvenire, the official
newspaper of the Italian Bishops
Conference, following a weeklong
barrage of coverage—led by Il Gior-
nale, a national newspaper owned by

Mr. Berlusconi’s
brother Paolo—
alleging that Mr.
Boffo was in-
volved in a homo-
sexual affair that
led to a 2002 ha-
rassment case.

The resigna-
tion is likely to
deepen tensions
between the Vati-
can and Mr. Ber-
lusconi. Mr. Boffo
was among the

few prominent Roman Catholics in It-
aly to question Mr. Berlusconi’s pri-
vate life. Mr. Berlusconi has been un-
der scrutiny since his wife announced
plans to divorce him, citing his links to
an 18-year-old aspiring model. Mr.
Berlusconi has denied having a
“spicy” relationship with the woman;
he also denied having paid for sex
with a prostitute who went public
with allegations that she spent the
night at his residence in Rome.

Mr. Berlusconi’s disregard for
“sober style” had become a source
of “mortification” for the Catholic
Church, Mr. Boffo wrote in an Aug.
12 response to an Avvenire reader.

Over the past week, Vatican offi-
cials and top Italian clerics have ral-
lied behind Mr. Boffo, who accused
Vittorio Feltri, Il Giornale’s editor in
chief, of running a smear campaign
against him. Mr. Feltri responded by
publishing court documents he says
backs up Il Giornale’s reporting.

On Thursday, Avvenire accused Il
Giornale of publishing “ten false-
hoods” about Mr. Boffo, noting that
he never accepted a plea bargain in
the 2002 case.
 —Davide Berretta

contributed to this article.

Greek early elections are called for Oct. 4
Karamanlis looks
for fresh mandate;
period of instability?

Silvio Berlusconi

LEADING THE NEWS

Greek Prime Minister Costas Karamanlis, seen at a European Council summit in
Brussels last year, called for early elections in a bid to secure a fresh mandate.

By Alkman Granitsas

ATHENS—Prime Minister Costas
Karamanlis called early elections for
Oct. 4, hoping to secure a fresh man-
date for economic reform but also
stoking fears that the elections
might usher in political instability.

“The issue here is to have a gov-
ernment with a fresh mandate and
which is bold enough to proceed
with the necessary policies for the
economy to emerge stronger from
the crisis,” Mr. Karamanlis said in a
televised address.

Although early elections were ex-

pected by March at the latest, cur-
rent opinion polls show there may
be no clear winner, potentially lead-
ing to a second round of elections
soon after. That prospect spooked in-
vestors, sending the Athens Stock
Exchange down 2.6% to 2428.32.

The early elections, halfway
through the government’s four-year
term, come at a difficult time for
both the ruling center-right New De-
mocracy government and the coun-
try as it heads toward its first reces-
sion in over 15 years.

Data released Thursday showed
Greece’s once fast-growing econ-
omy shrank at a revised 0.3% in the
second quarter, with double-digit
declines in everything from tourist
spending to housing construction.
Many economists expect third-quar-
ter data to confirm that the econ-
omy is in recession.

Greece is also under pressure
from the European Union to bring
its widening budget deficit—fore-
cast to be more than 6% of gross do-
mestic product this year—below an
EU-mandated ceiling of 3% by 2010.

Opinion polls show the govern-
ment is lagging behind the opposi-
tion socialist Pasok Party by about
six percentage points, which means
its parliamentary representation of
151 seats—a majority of one—may
collapse, and it could end up with as
few as 100 seats.

However, according to a new poll
Thursday, the opposition Socialists—
despite their lead—command just
31.5% support among voters, well
short of the 41.5% they would need
to form a majority in Parliament un-
der Greece’s electoral system.

 —Nick Andrews in London
contributed to this article.
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Editor resigns
after clashing
with Berlusconi

OYSTER PERPETUAL SUBMARINER DATE

There’s an elegance that comes with

sailing, which is nearly impossible to see

in difficult, harsh conditions. But along the

Sardinian coastline, the scene is quite different. Here,

the world’s most graceful and powerful yachts cut

through the Mediterranean with agility, refinement and

ease. Perfect sailing conditions and crew coordination

are crucial to the way these imposing boats glide

along. An entire team reacting as one is maritime

choreography at its finest.Organised by the Yacht Club

Costa Smeralda, the world-famous Maxi Yacht Rolex

Cup is very much a competition. To the spectator’s

eye, the setting and magnificence of the yachts can

make it look otherwise.

maxi yacht rolex cup

porto cervo, sardinia, italy
september 6th to 12th, 2009
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.50 $25.15 –0.22 –0.87%
Alcoa AA 24.10 12.01 0.46 3.98%
AmExpress AXP 9.00 32.46 0.51 1.60%
BankAm BAC 163.40 16.84 0.57 3.50%
Boeing BA 4.60 48.46 0.06 0.12%
Caterpillar CAT 8.20 45.04 1.53 3.52%
Chevron CVX 6.40 68.33 0.29 0.43%
CiscoSys CSCO 29.50 21.49 –0.06 –0.28%
CocaCola KO 9.80 49.58 –0.22 –0.44%
Disney DIS 10.60 25.44 0.04 0.16%
DuPont DD 5.60 31.63 0.57 1.84%
ExxonMobil XOM 13.00 68.26 0.08 0.12%
GenElec GE 50.70 13.45 0.25 1.89%
HewlettPk HPQ 9.80 44.45 0.20 0.45%
HomeDpt HD 8.80 26.90 0.37 1.39%
Intel INTC 47.00 19.42 –0.05 –0.26%
IBM IBM 4.60 116.33 0.24 0.21%
JPMorgChas JPM 29.30 42.11 1.25 3.06%
JohnsJohns JNJ 6.50 59.69 –0.07 –0.12%
KftFoods KFT 6.30 27.99 –0.02 –0.07%
McDonalds MCD 5.20 55.57 0.20 0.36%
Merck MRK 15.80 30.24 –0.57 –1.85%
Microsoft MSFT 31.00 24.11 0.25 1.05%
Pfizer PFE 32.20 16.08 –0.20 –1.23%
ProctGamb PG 8.20 52.87 0.07 0.13%
3M MMM 2.90 71.02 0.44 0.62%
TravelersCos TRV 3.00 49.92 0.77 1.57%
UnitedTech UTX 4.30 59.65 0.80 1.36%
Verizon VZ 9.60 30.24 0.10 0.33%
WalMart WMT 15.20 51.74 0.82 1.61%

Dow Jones Industrial Average P/E: 15
LAST: 9344.61 s 63.94, or 0.69%

YEAR TO DATE: s 568.22, or 6.5%

OVER 52 WEEKS t 1,843.62, or 16.5%

 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

EMI Group  861 –8 –4 155 Kabel Deutschland GmbH 516 24 26 93

Legal & Gen  256 –3 –11 –19 Brit Awys  668 24 19 54

Rexam  142 –2 –2 –9 Fiat S P A 510 24 40 19

Commerzbank AG 92 –1 –4 –3 ITV  472 25 19 –19

Nestle S A 38 –1 ... 3 Rhodia 663 25 29 70

LVMH Moet Hennessy Louis Vuitton 67 –1 2 15 Alcatel Lucent 739 29 20 55

Iberdrola S A 96 ... 1 13 Carlton Comms  468 30 17 –10

France Telecom 39 ... ... –1 Norske Skogindustrier ASA 1169 38 71 77

Swisscom AG 77 ... –4 –2 Rallye 1002 55 59 115

Bouygues 91 ... 2 2 TuiAG 1299 64 70 –320

Source: Markit Group

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

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

UBS Switzerland Banks $62.7 18.70 3.66% –19.5% –70.0%

ING Groep Netherlands Life Insurance 29.8 10.05 3.03 –52.1 –69.9

UniCredit Italy Banks 59.8 2.50 2.98 –20.5 –51.8

Anglo Amer U.K. General Mining 42.6 19.44 2.80 –20.0 –15.7

Nokia Finland Telecomms Equip 51.3 9.61 2.78 –38.8 –36.7

BASF Germany Commodity Chemicals $45.3 34.58 –3.68% –11.4 10.0

GlaxoSmithKline U.K. Pharmaceuticals 109.9 11.77 –2.24 –7.9 –19.6

Barclays U.K. Banks 63.2 3.51 –2.16 6.7 –45.1

British Amer Tob U.K. Tobacco 62.0 18.76 –2.09 2.1 29.7

Soc. Generale France Banks 43.2 52.14 –2.05 –18.7 –54.2

...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

Deutsche Bk 41.5 46.87 1.52% –18.9% –47.0%
Germany (Banks)
Rio Tinto 58.7 23.45 1.43 –36.5 5.1
U.K. (General Mining)
L.M. Ericsson Tel B 28.5 69.10 1.32 –1.4 –41.7
Sweden (Telecomms Equip)
ArcelorMittal 54.1 24.30 1.08 –47.4 –7.6
Luxembourg (Iron & Steel)
Banco Santander 119.8 10.30 0.98 –3.4 –7.1
Spain (Banks)
Credit Suisse Grp 57.5 51.50 0.98 1.7 –25.0
Switzerland (Banks)
ABB 43.5 19.88 0.86 –21.7 25.8
Switzerland (Indus Machinery)
HSBC Hldgs 181.0 6.44 0.58 –13.6 –22.1
U.K. (Banks)
Intesa Sanpaolo 48.3 2.86 0.53 –24.1 –45.6
Italy (Banks)
BHP Billiton 57.1 15.66 0.51 5.4 58.5
U.K. (General Mining)
Daimler 45.8 30.29 0.48 –26.9 –24.6
Germany (Automobiles)
Banco Bilbao Viz 64.0 11.99 0.46 5.9 –31.2
Spain (Banks)
France Telecom 65.8 17.64 0.43 –11.2 6.8
France (Fixed Line Telecomms)
Deutsche Telekom 56.8 9.13 0.33 –18.6 –18.4
Germany (Mobile Telecomms)
Siemens 77.1 59.15 0.27 –16.4 –10.3
Germany (Diversified Indus)
Vodafone Grp 123.9 1.30 0.15 –5.5 15.8
U.K. (Mobile Telecomms)
ENI 94.2 16.49 0.12 –20.9 –29.0
Italy (Integrated Oil & Gas)
Telefonica S.A. 115.4 17.21 –0.20 1.5 31.6
Spain (Fixed Line Telecomms)
Iberdrola S.A. 45.0 6.32 –0.32 –20.6 –12.0
Spain (Conventional Electricity)
Tesco 47.5 3.70 –0.32 –1.9 –0.2
U.K. (Food Rtlrs & Whlslrs)

AXA S.A. 45.2 15.16 –0.49% –30.9% –46.3%
France (Full Line Insurance)
Bayer 49.3 41.79 –0.59 –21.6 10.5
Germany (Specialty Chemicals)
BNP Paribas S.A. 79.9 53.63 –0.65 –13.3 –34.6
France (Banks)
Assicurazioni Gen 33.6 16.72 –0.71 –24.4 –33.8
Italy (Full Line Insurance)
GDF Suez 93.6 29.05 –0.73 –20.4 3.2
France (Multiutilities)
Koninklijke Phlps 21.0 15.15 –0.75 –31.3 –42.6
Netherlands (Consumer Elec)
Royal Dutch Shell A 97.8 19.33 –0.77 –12.5 –27.0
U.K. (Integrated Oil & Gas)
Sanofi-Aventis S.A. 87.3 46.58 –0.79 0.8 –31.9
France (Pharmaceuticals)
Allianz SE 49.3 76.45 –0.83 –31.2 –41.6
Germany (Full Line Insurance)
BG Grp 58.6 10.02 –0.89 –5.0 50.9
U.K. (Integrated Oil & Gas)
BP 181.1 5.36 –0.96 6.1 –8.1
U.K. (Integrated Oil & Gas)
Novartis 120.9 48.54 –0.98 –18.4 –30.2
Switzerland (Pharmaceuticals)
Total S.A. 133.5 39.48 –1.02 –12.8 –22.4
France (Integrated Oil & Gas)
SAP 59.1 33.84 –1.12 –11.4 –6.9
Germany (Software)
Nestle S.A. 156.2 43.28 –1.14 –9.6 1.7
Switzerland (Food Products)
E.ON 80.7 28.30 –1.15 –26.2 –13.4
Germany (Multiutilities)
Diageo 43.0 9.53 –1.60 –6.2 1.8
U.K. (Distillers & Vintners)
Roche Hldg Part. Cert. 108.7 164.10 –1.80 –10.8 –26.8
Switzerland (Pharmaceuticals)
Astrazeneca 65.9 27.75 –1.93 5.8 –17.0
U.K. (Pharmaceuticals)
Unilever 46.1 18.85 –2.00 –6.0 1.5
Netherlands (Food Products)

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 0.01% 0.97% 1.7% 5.7% -3.8%
Event Driven 0.18% 1.82% 5.0% 9.6% -18.4%
Equity Market Neutral -0.53% -0.85% -0.2% -3.9% -9.1%
Equity Long/Short -0.32% 0.43% 2.8% 2.8% -12.7%

*Estimates as of 09/02/09, 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 0.99 103.86% 0.02% 1.87 0.85 1.23

Eur. High Volatility: 11/1 1.90 108.00 0.04 3.89 1.56 2.43

Europe Crossover: 11/2 6.28 112.69 0.10 6.51 5.81 6.10

Asia ex-Japan IG: 11/1 1.47 108.94 0.04 3.84 1.21 2.12

Japan: 11/1 1.65 115.20 0.05 4.33 1.41 2.23

 Note: Data as of September 2

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.

US: 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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Bongo is declared the victor in Gabon’s presidential vote

Ali Bongo greets supporters in Libreville on Thursday after he was declared the
winner of a bitter presidential election in Gabon.

Lawmakers endorse Ahmadinejad cabinet
Political victory
for embattled leader;
first woman minister

Controversial cabinet
Some of President Mahmoud Ahmadinejad’s 
cabinet members

n Ahmad Vahidi (Defense): His appointment is 
controversial internationally because 
Argentina seeks his arrest over a 1994 attack 
on a Jewish center. 

n Mostafa Mohammad Najjar (Interior): A 
senior figure in the elite Revolutionary 
Guards; critics ask whether a military 
commander should run interior affairs. 

n Marzieh Vahid Dastjerdi (Health): First 
woman cabinet minister since 1979; former 
lawmaker who once advocated segregating 
the health care system by sex; seen as 
inexperienced.

n Massoud Mirkazemi (Oil): Currently 
commerce minister, has close links to the 
Revolutionary Guard; his knowledge of the oil 
industry has been questioned. 

n Heydar Moslehi (Intelligence): A former 
representative of Iran's Supreme Leader in 
the Basij militia; critics say he has never 
worked in intelligence.

Marzieh Vahid Dastjerdi is
the first woman minister in
the 30-year history of
the Islamic Republic
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By David Gauthier-Villars

And Sarah Childress

Gabon declared Ali Bongo On-
dimba, son of the country’s long-
time ruler, the winner of the week-
end presidential election, but allega-
tions of fraud triggered unrest and
rioting that spilled into another
former French colony.

In Dakar, Senegal, Gabon’s Em-
bassy was set on fire by protesters
on Thursday. In Gabon’s second-
largest city, Port Gentil, the French
consulate was targeted in an arson
attack. “The Port Gentil building
was burned down,” said an official
at the French Embassy in Libreville,
the capital.

A small group of French soldiers
stationed in Port Gentil intervened
to return calm to the area around
the consulate, according to another
French official at the embassy.

One opposition candidate,
Pierre Mamboundou, was slightly
hurt by a tear-gas canister during
the protests, according to an aide.

By late Thursday, the riots ap-
peared to have calmed. The streets
of Libreville were deserted after sol-
diers broke up demonstrations by
opposition supporters, according
to Reuters.

The French Foreign Ministry

said that it had recommended that
all French residents of Gabon stay
indoors. French Secretary of State
for Cooperation Alain Joyandet de-
nied that the French government
meddled in the election, according
to the Associated Press.

An estimated 10,000 French citi-
zens live in Gabon. France, which
ruled Gabon until 1960, still has a
large presence in the central Afri-
can nation, including a military
base with about 1,100 soldiers.
French oil giant Total SA produces
about a third of Gabon’s oil.

The unrest threatens the stabil-
ity that Gabon enjoyed for more
than 41 years under Ali Bongo On-
dimba’s father, Omar Bongo On-
dimba, who kept a tight grip on the
nation’s politics. He died in June at
age 73.

Without further encouragement
from opposition candidates, it is un-
clear whether the demonstrations
will continue to spread.

“Here in Africa, we have a mo-
nopoly on bad losers,” said Clé-
mence Mezui Me Mboulo, a spokes-
woman for Ali Bongo Ondimba.
“But the situation is now under con-
trol.”

In a victory speech Thursday,
Mr. Bongo pledged to preserve na-
tional unity. Yet Mr. Bongo, a

former defense minister, also
vowed to deal harshly with protest-
ers.

Interior Minister Jean-François
Ndongou said on state television
that the younger Mr. Bongo re-
ceived 41.7% of the vote, according
to the AP. André Mba Obame re-
ceived 25.8%, while Mr. Mamboun-
dou came in third with 25.2%. After
the announcement, rivals to Mr.
Bongo immediately alleged voting
irregularities.

“The electoral process was tar-
nished,” said Francis Hubert
Aubame, a spokesman for former
Prime Minister Jean Eyeghe Ndong,
one of the 23 candidates who ini-
tially entered the presidential race.
Mr. Aubame said the main problem
stemmed from discrepancies be-
tween the vote counts at some poll-
ing stations and data compiled by
the central electoral committee.

Mr. Mba Obame and Mr. Mam-
boundou both said they wouldn’t
stir up unrest themselves. But both
had said they were worried there
could be trouble if Mr. Bongo won.

Mr. Bongo outspent his rivals
and had been widely expected to
win. But earlier this week, amid a de-
lay in official results, Mr. Mba
Obame and Mr. Mamboundou both
claimed victory.

During the campaign, the
younger Mr. Bongo promised a
break from his father’s rule, vowing
to redistribute Gabon’s wealth. But
it is unclear how much Ali Bongo
will deviate from his father’s poli-
cies.

The elder Mr. Bongo success-

fully balanced ethnic tensions, and
Gabon is relatively stable. One of
his son’s biggest challenges, in addi-
tion to maintaining that peace, will
be to find new revenue streams. Har-
nessing the country’s massive iron-
ore reserves could help to offset a
decline in oil output.

LEADING THE NEWS

By Farnaz Fassihi

Iran’s parliament broadly en-
dorsed President Mahmoud Ah-
madinejad’s cabinet nominations,
giving the embattled president a po-
litical victory.

The body approved all but three
of his 21 choices, including the con-
troversial appointments of the first
female minister in the 30-year his-
tory of the Islamic Republic and a de-
fense minister wanted by Interpol
for a terrorist attack on a Jewish cen-
ter in Argentina.

Thursday’s cabinet vote was an
early indicator of the challenges fac-
ing Mr. Ahmadinejad following pres-
idential polls in June and massive
street protests that ensued. Iran’s
290-seat parliament has a minority
of reformers but is dominated by
conservatives, who have at times
been divided and critical of the presi-
dent’s policies.

The president addressed the
chamber twice this week to defend
his choices and faced sharp ques-
tions from lawmakers. He vehe-
mently defended his appointees and
before the vote Thursday said a re-
jection of his cabinet would please
opposition leaders such as Mir
Hossein Mousavi, whose electoral
defeat led to the summer’s demon-
strations, and former President Mo-
hamad Khatami.

“Enemies made efforts to dam-
age national might of our beloved
Iran. I believe it deserves a crushing
response from lawmakers in order
to disappoint them,” Mr. Ahmadine-
jad told the chamber.

Messrs. Mousavi, Khatami and
reformist Mehdi Karroubi have
called Mr. Ahmadinejad’s govern-
ment illegitimate and say it is built
on a foundation of lies and human-

rights abuses.
A parliamentary committee is in-

vestigating allegations of human-
rights violations—including mur-
der, torture and rape—of detainees
arrested during violent clashes be-
tween protesters and government

forces in the post-election crisis.
Some conservative lawmakers,

such as Ahmad Tavakoli, had pre-
dicted this week that only a third of
the cabinet would win approval be-
cause, he said, Mr. Ahmadinejad’s
choices were unqualified “yes men”

loyal to him.
After the vote, Mr. Ahmadinejad

claimed the endorsement was a sign
of unity between his government
and the parliament.

Mr. Ahamdinejad faced a tougher
challenge after he was first elected in

2005, when he shuffled back and
forth to parliament to argue over key
posts, such as oil minister.

Before announcing Thursday’s
vote results, speaker Ali Larijani
thanked Supreme Leader Ayatollah
Ali Khamenei—who has the last

word in all state matters and is a
staunch supporter of the president—
for his guidance, indicating Mr.
Khamenei had made his wishes clear.

“It’s clear that conservative crit-
ics were either told or they decided
it’s in the best interest of the coun-
try to move forward and support Mr.
Ahmadinejad. If the majority of his
choices were rejected, it would send
the country into a deeper political
crisis,” said Sadegh Zibakalam, a po-
litical analyst in Tehran.

Parliament members deliber-
ated on the cabinet picks for five
days, in open sessions. The presi-
dent will now have to submit new
choices for the three rejected cabi-
net nominations, which included
two women as ministers of social
welfare and education and a close
adviser of the president as minister
of electricity.

Marzieh Vahid Dastjerdi, an ul-
tra-conservative former lawmaker

and gynecologist, became the first
female minister of the Islamic Re-
public. Her nomination to head the
Health Ministry infuriated femi-
nists and women’s rights activists,
who charged she would do little to
improve women’s rights. Ms.
Dastjerdi had once advocated segre-
gating health care by gender.

Mr. Ahmadinejad’s nomination
of three women candidates came as
a surprise. He hadn’t named any
women to top positions in his last
cabinet, but during the recent elec-
tion, candidates for the first time ac-
tively competed for the support of
women, who make roughly half of
qualified voters.

The choice for defense minister
has been controversial both inside
and outside Iran. Gen. Ahmad Va-
hidi, a former commander of the
Revolutionary Guards Corps, is
wanted by Interpol for his alleged
role in a 1994 terrorist attack of a
Jewish cultural center in Argentina
that killed over 80 people.

Lawmakers broke into chants of
“Death to Israel” and “God is Great”
in parliament on Thursday when Mr.
Vahidi’s approval was announced.
He received the highest number of en-
dorsements among any candidate.

Foreign Minister Manouchehr
Motakki kept his post, suggesting
Iran would maintain its tough
stance with the international com-
munity, especially over its nuclear
program, and would continue to
seek to expand its influence in neigh-
boring countries such as Iraq and Af-
ghanistan.

A former minister of trade, Ma-
soud Mir-Kazemi, become Iran’s
new oil minister despite criticism
that he lacked necessary experience
for such a high-profile job.

All week, reformist Web sites
have reported that Mr. Ahamdine-
jad and his allies were lobbying law-
makers for their approval. The presi-
dent hosted lavish dinners for law-
makers, in large and small groups,
to break their daily fasts during the
Islamic holy month of Ramadan.
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Mr. Ahmadinejad’s nomination of three
women came as a surprise. He hadn’t named
any women to top positions in his last
cabinet. Two of the nominees were rejected.
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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 % % 204.47 0.36% –15.5% 4.43% 13 U.S. Select Dividend -b % % 565.69 –0.17% –21.8%

2.00% 19 Global Dow 1181.10 0.01% –19.4% 1788.46 0.15% –20.1% 4.34% 17 Infrastructure 1274.60 0.06% –17.2% 1737.89 0.51% –17.7%

2.90% 43 Stoxx 600 230.70 0.04% –17.1% 245.65 0.18% –17.8% 1.57% 8 Luxury 784.80 0.42% –12.4% 948.63 0.56% –13.2%

3.05% 27 Stoxx Large 200 246.70 –0.14% –17.5% 261.25 0.01% –18.2% 6.40% 5 BRIC 50 360.90 0.47% –10.5% 492.13 0.92% –11.0%

2.17% -18 Stoxx Mid 200 215.30 0.77% –14.7% 228.01 0.92% –15.4% 4.15% 13 Africa 50 718.00 0.52% –23.6% 651.76 0.97% –24.0%

2.19% -91 Stoxx Small 200 135.00 1.13% –14.9% 142.96 1.28% –15.6% 3.32% 8 GCC % % 1476.99 0.55% –41.6%

2.93% 34 Euro Stoxx 250.90 0.00% –19.2% 267.21 0.15% –19.9% 2.95% 16 Sustainability 756.80 –0.06% –15.5% 913.32 0.33% –16.0%

3.07% 21 Euro Stoxx Large 200 266.20 –0.17% –19.8% 281.71 –0.02% –20.5% 2.38% 14 Islamic Market -a % % 1746.67 0.28% –13.2%

2.21% -12 Euro Stoxx Mid 200 240.30 0.76% –16.4% 254.25 0.91% –17.1% 2.70% 14 Islamic Market 100 1551.50 –0.52% –11.8% 1897.97 –0.13% –12.3%

2.44% 47 Euro Stoxx Small 200 146.70 0.89% –15.3% 155.09 1.04% –16.0% 2.70% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1294.10 0.34% –25.6% 1579.06 0.49% –26.3% 2.07% 14 DJ U.S. TSM % % 10240.23 0.18% –19.1%

4.20% 15 Euro Stoxx Select Div 30 1577.30 0.51% –27.4% 1932.13 0.66% –28.0% % DJ-UBS Commodity 119.40 –0.12% –31.4% 123.62 0.02% –32.0%

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

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

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

Australia 1.1946 1.9517 1.1261 0.1651 0.0376 0.1973 0.0129 0.3152 1.7036 0.2289 1.0799 ...

 Canada 1.1063 1.8073 1.0428 0.1529 0.0348 0.1827 0.0120 0.2919 1.5776 0.2119 ... 0.9260

 Denmark 5.2194 8.5272 4.9202 0.7215 0.1643 0.8621 0.0564 1.3772 7.4434 ... 4.7181 4.3692

 Euro 0.7012 1.1456 0.6610 0.0969 0.0221 0.1158 0.0076 0.1850 ... 0.1343 0.6339 0.5870

 Israel 3.7900 6.1919 3.5728 0.5239 0.1193 0.6260 0.0410 ... 5.4049 0.7261 3.4260 3.1726

 Japan 92.5400 151.1872 87.2360 12.7922 2.9134 15.2850 ... 24.4169 131.9713 17.7300 83.6520 77.4652

 Norway 6.0543 9.8912 5.7073 0.8369 0.1906 ... 0.0654 1.5974 8.6340 1.1600 5.4728 5.0681

 Russia 31.7635 51.8936 29.9430 4.3908 ... 5.2464 0.3432 8.3809 45.2979 6.0857 28.7128 26.5892

 Sweden 7.2341 11.8187 6.8195 ... 0.2277 1.1949 0.0782 1.9087 10.3165 1.3860 6.5393 6.0557

 Switzerland 1.0608 1.7331 ... 0.1466 0.0334 0.1752 0.0115 0.2799 1.5128 0.2032 0.9589 0.8880

 U.K. 0.6121 ... 0.5770 0.0846 0.0193 0.1011 0.0066 0.1615 0.8729 0.1173 0.5533 0.5124

 U.S. ... 1.6338 0.9427 0.1382 0.0315 0.1652 0.0108 0.2639 1.4261 0.1916 0.9040 0.8371

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 315.75 –3.50 –1.10% 707.00 302.00
Soybeans (cents/bu.) CBOT 941.50 –9.50 –1.00 1,557.50 670.00
Wheat (cents/bu.) CBOT 478.75 –7.00 –1.44 1,155.75 475.25
Live cattle (cents/lb.) CME 86.725 –0.050 –0.06 118.500 81.250
Cocoa ($/ton) ICE-US 2,923 –16 –0.54 3,217 1,961
Coffee (cents/lb.) ICE-US 120.80 –0.35 –0.29 189.00 112.00
Sugar (cents/lb.) ICE-US 23.14 –0.54 –2.28 24.85 11.05
Cotton (cents/lb.) ICE-US 59.24 0.33 0.56% 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,218.00 –27 –1.20 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,885 –25 –1.31 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,420 –6 –0.42 2,256 1,275

Copper (cents/lb.) COMEX 286.50 3.90 1.38 378.00 131.15
Gold ($/troy oz.) COMEX 997.70 19.20 1.96 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1629.00 92.50 6.02 2,200.00 740.00
Aluminum ($/ton) LME 1,865.00 45.00 2.47 2,686.00 1,288.00
Tin ($/ton) LME 14,325.00 575.00 4.18 19,600.00 9,750.00
Copper ($/ton) LME 6,280.00 198.00 3.26 7,370.00 2,815.00
Lead ($/ton) LME 2,229.00 154.00 7.42 2,229.00 870.00
Zinc ($/ton) LME 1,903.00 91.50 5.05 1,927.50 1,065.00
Nickel ($/ton) LME 18,345 595 3.35 21,150 9,000

Crude oil ($/bbl.) NYMEX 67.96 –0.09 –0.13 125.66 45.13
Heating oil ($/gal.) NYMEX 1.7350 –0.0155 –0.89 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.7928 –0.0158 –0.87 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 2.508 –0.207 –7.62 12.115 2.500
Brent crude ($/bbl.) ICE-EU 67.12 –0.54 –0.80 116.93 44.75
Gas oil ($/ton) ICE-EU 554.75 –7.00 –1.25 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 3
Per In

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

Argentina peso-a 5.4852 0.1823 3.8463 0.2600

Brazil real 2.6754 0.3738 1.8761 0.5330

Canada dollar 1.5776 0.6339 1.1063 0.9040
1-mo. forward 1.5776 0.6339 1.1062 0.9040

3-mos. forward 1.5774 0.6339 1.1061 0.9041
6-mos. forward 1.5778 0.6338 1.1064 0.9038

Chile peso 793.84 0.001260 556.65 0.001796
Colombia peso 2902.47 0.0003445 2035.25 0.0004913

Ecuador US dollar-f 1.4261 0.7012 1 1
Mexico peso-a 19.3935 0.0516 13.5990 0.0735

Peru sol 4.1992 0.2381 2.9445 0.3396
Uruguay peso-e 32.159 0.0311 22.550 0.0443

U.S. dollar 1.4261 0.7012 1 1
Venezuela bolivar 3.06 0.326556 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7036 0.5870 1.1946 0.8371
China yuan 9.7410 0.1027 6.8305 0.1464

Hong Kong dollar 11.0533 0.0905 7.7508 0.1290
India rupee 69.7292 0.0143 48.8950 0.0205

Indonesia rupiah 14418 0.0000694 10110 0.0000989
Japan yen 131.97 0.007577 92.54 0.010806

1-mo. forward 131.94 0.007579 92.52 0.010809
3-mos. forward 131.89 0.007582 92.48 0.010813

6-mos. forward 131.78 0.007589 92.40 0.010822
Malaysia ringgit-c 5.0313 0.1988 3.5280 0.2834

New Zealand dollar 2.1090 0.4742 1.4789 0.6762
Pakistan rupee 118.152 0.0085 82.850 0.0121

Philippines peso 69.415 0.0144 48.675 0.0205
Singapore dollar 2.0543 0.4868 1.4405 0.6942

South Korea won 1775.63 0.0005632 1245.10 0.0008032
Taiwan dollar 46.869 0.02134 32.865 0.03043
Thailand baht 48.573 0.02059 34.060 0.02936

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

Euro zone euro 1 1 0.7012 1.4261

1-mo. forward 1.0000 1.0000 0.7012 1.4261

3-mos. forward 1.0000 1.0000 0.7012 1.4261

6-mos. forward 1.0000 1.0000 0.7012 1.4261

Czech Rep. koruna-b 25.608 0.0391 17.957 0.0557

Denmark krone 7.4434 0.1343 5.2194 0.1916

Hungary forint 274.72 0.003640 192.64 0.005191

Norway krone 8.6340 0.1158 6.0543 0.1652

Poland zloty 4.1341 0.2419 2.8989 0.3450

Russia ruble-d 45.298 0.02208 31.764 0.03148

Sweden krona 10.3165 0.0969 7.2341 0.1382

Switzerland franc 1.5128 0.6610 1.0608 0.9427

1-mo. forward 1.5124 0.6612 1.0605 0.9429

3-mos. forward 1.5116 0.6616 1.0599 0.9435

6-mos. forward 1.5102 0.6622 1.0589 0.9443

Turkey lira 2.1543 0.4642 1.5106 0.6620

U.K. pound 0.8729 1.1456 0.6121 1.6338

1-mo. forward 0.8729 1.1455 0.6121 1.6337

3-mos. forward 0.8730 1.1455 0.6121 1.6336

6-mos. forward 0.8729 1.1456 0.6121 1.6337

MIDDLE EAST/AFRICA
Bahrain dinar 0.5376 1.8601 0.3770 2.6527

Egypt pound-a 7.8892 0.1268 5.5320 0.1808

Israel shekel 5.4049 0.1850 3.7900 0.2639

Jordan dinar 1.0093 0.9908 0.7078 1.4129

Kuwait dinar 0.4101 2.4386 0.2876 3.4777

Lebanon pound 2142.72 0.0004667 1502.50 0.0006656

Saudi Arabia riyal 5.3481 0.1870 3.7502 0.2667

South Africa rand 11.0733 0.0903 7.7648 0.1288

United Arab dirham 5.2380 0.1909 3.6730 0.2723

SDR -f 0.9110 1.0976 0.6388 1.5653

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 43 EUROPE DJ Stoxx 600 230.68 0.09 0.04% 17.2% –17.1%

 21 DJ Stoxx 50 2349.61 –3.67 –0.16% 13.8% –16.4%

 34 Euro Zone DJ Euro Stoxx 250.93 0.01 unch. 12.6% –19.2%

 29 DJ Euro Stoxx 50 2699.22 –4.54 –0.17 10.1% –17.6%

 15 Austria ATX 2427.49 30.90 1.29 38.6% –29.4%

 13 Belgium Bel-20 2322.82 32.10 1.40 21.7% –24.2%

 11 Czech Republic PX 1133.5 13.4 1.20 32.1% –20.7%

 18 Denmark OMX Copenhagen 304.45 0.29 0.10 34.6% –19.1%

 13 Finland OMX Helsinki 6068.96 91.01 1.52 12.3% –24.5%

 15 France CAC-40 3553.51 –19.62 –0.55 10.4% –17.4%

 19 Germany DAX 5301.42 –18.42 –0.35 10.2% –15.6%

 … Hungary BUX 18821.29 471.90 2.57 53.7% –7.4%

 15 Ireland ISEQ 2977.93 2.94 0.10 27.1% –33.0%

 12 Italy FTSE MIB 21936.59 162.98 0.75 12.7% –22.3%

 … Netherlands AEX 289.01 –0.04 –0.01 17.5% –27.2%

 13 Norway All-Shares 345.32 2.88 0.84 27.8% –22.2%

 17 Poland WIG 36009.43 225.07 0.63 32.2% –12.7%

 16 Portugal PSI 20 7726.97 76.41 1.00 21.9% –10.0%

 … Russia RTSI 1074.05 20.88 1.98% 70.0% –29.6%

 10 Spain IBEX 35 11018.1 18.4 0.17 19.8% –4.0%

 15 Sweden OMX Stockholm 271.65 2.07 0.77 33.0% –0.6%

 13 Switzerland SMI 6073.72 –15.52 –0.25% 9.7% –14.3%

 … Turkey ISE National 100 46146.03 385.00 0.84 71.8% 16.7%

 12 U.K. FTSE 100 4796.75 –20.80 –0.43 8.2% –10.5%

 52 ASIA-PACIFIC DJ Asia-Pacific 115.85 –0.01 –0.01 23.8% –5.1%

 … Australia SPX/ASX 200 4429.6 –8.6 –0.19 19.0% –11.0%

 … China CBN 600 24454.93 1205.50 5.19 65.6% 36.2%

 18 Hong Kong Hang Seng 19761.68 239.68 1.23 37.4% –3.1%

 19 India Sensex 15398.33 –69.13 –0.45 59.6% 3.4%

 … Japan Nikkei Stock Average 10214.64 –65.82 –0.64 15.3% –18.7%

 … Singapore Straits Times 2598.36 28.43 1.11 47.5% –1.1%

 11 South Korea Kospi 1613.53 0.37 0.02 43.5% 13.1%

 18 AMERICAS DJ Americas 262.02 1.50 0.58 15.9% –18.7%

 … Brazil Bovespa 55459.08 73.36 0.13 47.7% 6.3%

 18 Mexico IPC 28155.98 202.64 0.72 25.8% 8.4%

*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. 3, 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* 268.81 –0.79% 18.1% –20.4%

2.60% 21 World (Developed Markets) 1,058.95 –0.72% 15.1% –21.3%

2.40% 23 World ex-EMU 123.83 –0.63% 15.1% –20.6%

2.50% 23 World ex-UK 1,055.30 –0.81% 14.2% –21.0%

3.20% 20 EAFE 1,462.06 –1.09% 18.2% –19.7%

2.50% 16 Emerging Markets (EM) 831.04 –1.31% 46.6% –13.1%

3.60% 14 EUROPE 80.27 –0.42% 15.6% –20.3%

3.90% 14 EMU 163.54 –1.19% 15.1% –24.5%

3.40% 16 Europe ex-UK 88.11 –0.87% 13.6% –19.9%

4.20% 12 Europe Value 92.06 –0.66% 18.7% –19.4%

2.90% 17 Europe Growth 67.95 –0.16% 12.4% –21.2%

2.70% 17 Europe Small Cap 142.23 –1.42% 40.9% –17.7%

2.30% 8 EM Europe 226.04 –2.92% 42.3% –35.6%

4.00% 11 UK 1,433.65 –0.07% 9.0% –14.3%

2.80% 20 Nordic Countries 124.14 –2.12% 26.6% –24.1%

1.80% 7 Russia 597.61 –2.43% 45.0% –43.0%

3.40% 13 South Africa 660.25 –0.75% 14.1% –3.8%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 358.58 –1.38% 45.0% –8.0%

1.70% -72 Japan 586.89 –1.97% 10.7% –25.9%

2.30% 16 China 56.27 –1.59% 38.0% –3.5%

1.00% 20 India 615.14 –0.26% 66.6% 5.4%

0.90% 24 Korea 456.60 –0.67% 48.8% 13.0%

2.90% 31 Taiwan 258.14 0.16% 48.9% –4.8%

2.00% 28 US BROAD MARKET 1,099.51 –0.35% 11.9% –22.3%

1.40% -47 US Small Cap 1,468.83 –0.49% 17.8% –22.4%

3.50% 14 EM LATIN AMERICA 3,202.00 –1.13% 54.1% –19.3%

*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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BP’s big new oil find cements revival for Gulf of Mexico

Spain’s solar-power aspirations dim
Government halts subsidies promoting clean energy amid economic downturn; lessons for the U.S. industry?

By Russell Gold

BP PLC announced a major new
oil find in the Gulf of Mexico, the lat-
est in a string of discoveries there
that cements the offshore waters of
the southern U.S. as one of the oil
world’s most promising exploration
regions.

BP said its Tiber prospect, about
320 kilometers due south of Lake
Charles, La., is a “giant.” The field is
estimated to contain three billion
barrels of oil, although only a frac-
tion of that may ever be extracted,
spokesman Daren Beaudo said.

BP is already the biggest pro-
ducer in the Gulf, pumping the oil
and natural gas equivalent of
400,000 barrels there a day.

Just two decades ago, the Gulf of
Mexico was called the “Dead Sea” by
an industry that believed it had al-
ready offered up all its big discover-
ies. But now it is again front and cen-
ter for petroleum explorers.

As new technologies have en-
abled exploration in the deepest re-
cesses of the Gulf, nearly a dozen dis-
coveries, including BP’s Tiber, have
been made beneath about three kilo-
meters of water. Indeed, a BP spokes-
man said of Tiber: “We believe it’s

the deepest well ever drilled by the
oil and gas industry.”

The deep-water successes have
spurred new enthusiasm that oil pro-
duction in the Gulf of Mexico will
rise. The U.S. Minerals Management
Service, which oversees offshore oil
leases, predicts 1.88 million barrels
of oil a day will be produced in 2013,
up from a storm-battered 1.14 mil-

lion barrels a day last year.
In 2010, about 14% of crude oil

production in the Lower 48 states
will come from four deepwater Gulf
oil fields, two of which, Atlantis and
Thunder Horse, are operated by BP,
the U.S. Energy Information Admin-
istration said.

The technological wizardry re-
quired to suck oil from the ancient

rocks, known as the Gulf’s lower ter-
tiary, underscores how extraordinar-
ily expensive it is to develop these
prospects. To drill each well costs
about $200 million, industry execu-
tives said. And a prospect often re-
quires several wells, plus expensive
pipelines and floating facilities.

Still, the Gulf of Mexico has
emerged as a major area of interest

for the Western oil companies that
have been locked out of many of the
world’s largest untapped resources
in the Middle East and Russia.

“If you are looking for another op-
portunity of that scale that is oil and
that is open to [Western oil compa-
nies], the Santos Basin of Brazil is
the only other one in the world,”
said Andrew Latham, a vice presi-
dent of global exploration services
for consultant Wood Mackenzie.

Other recent finds in Uganda,
Kurdistan and off the coast of Ghana
are estimated to be several billion
barrels of oil, while the Gulf of Mex-
ico and Brazil contain “tens of bil-
lions of barrels,” he said.

Making the site even more attrac-
tive, oil companies have to pay the
U.S. less in taxes, royalties, oil pay-
ments and other levies for the privi-
lege of drilling than they would have
to pay other governments.

This combination of financial
and geologic advantages has drawn
the attention of many of the world’s
largest oil companies. Royal Dutch
Shell PLC and Chevron Corp. are ex-
pected to begin producing oil from
Perdido—a floating cork-shaped
platform as tall as the Eiffel
Tower—in the next few months.

CORPORATE NEWS

By Ángel González

And Keith Johnson

Spain’s hopes of becoming a
world leader in solar power have col-
lapsed since the Spanish govern-
ment slammed the brakes on gener-
ous subsidies.

The sudden change has rippled
across the global solar industry, in a
warning of the problems that govern-
ment-supported renewable-energy
programs can encounter.

In 2008, Spain accounted for half
of the world’s new solar-power instal-
lations in terms of wattage, thanks to
government subsidies to promote
clean energy. But late last year, as the
global economic crisis worsened, the
government drastically scaled back
those subsidies and capped the
amount of subsidized solar power
that could be installed.

Factories world-wide that had
ramped up production of solar-power
components found that demand for
solar panels was plummeting, leaving
a glut in supply and pushing prices
down. Job cuts followed.

“The solar industry in 2009 has
been undermined by [a] collapse in de-
mand due to the decision by Spain,”
saysHenning Wicht, a solar-power an-
alyst at research group iSuppli.

Spain is providing important les-
sons for the U.S., where lawmakers
are engaged in a debate about how to
support renewable energy. Boosters
of clean energy, including President
Barack Obama, have pointed to Spain
as a success story showing how gov-
ernment policies jump-started renew-
able energy, created new industries,
and helped the environment.

Spain’s early bet on wind power
paid off: The country is one of the
world leaders in generating such
power, only recently eclipsed by the
U.S. Spanish wind-power companies
have become global players. In 2008,
windpower accounted for 11%of Span-
ish electricity production, compared

with less than 1% for solar power.
Reyad Fezzani, chief executive of

BP Solar, a unit of oil giant BP PLC,
said that despite the current crisis,
the Spanish model succeeded in cre-
ating a solar industry from scratch.
“Once you pay for the infrastruc-
ture, you have a skilled work force
and you can expand and contract
very easily,” he said.

Clean-energy skeptics, however,
point to Spain as a cautionary tale of
a government policy that created a
speculative bubble with disastrous
consequences. Some Republicans
have cited Spain’s solar bubble and
bust as an example of how unsustain-
able government clean-energy
pushes are.

The U.S. is experimenting with dif-
ferent ways to promote clean energy,
including tax incentives and direct
federal subsidies to defray installa-
tion costs, and mandates for utilities
to get a certain amount of their power
from renewable energy.

California and New Jersey, which
lead the U.S. in solar power, are
among states that have used Spanish-
style subsidies to make solar power

more attractive. Two House Demo-
crats, Jay Inslee of Washington and
Bill Delahunt of Massachusetts, are
drafting legislation under which elec-
tricity generated by solar panels and
other clean energy sources would be
bought by utilities at a fixed price.

The industry’s fundamental prob-
lem is that, without subsidies, it still
isn’t economically viable.

Mike Ahearn, chief executive of
Tempe, Arizona-based First Solar
Corp., says solar power could be com-
petitive “within a couple of
years”—but only if the industry gains
scale. That would require generous
government subsidies and other
forms of support, Mr. Ahearn says:
“It’s a chicken-and-egg problem.”

Spain’s solar ambitions started
as an outgrowth of the earlier push
to become a global player in wind
power. By offering generous long-
term support for wind power, Spain
became a world leader. Companies
such as Iberdrola SA and Gamesa
Corp. catapulted from their home
market to the U.S.

Wind energy was a cheaper re-
newable option than solar, so the

Spanish government sought to
make solar power more attractive
by increasing subsidies, just as
other countries, particularly Ger-
many, were scaling back support.

As a result, Spain’s solar capacity
last year increased to 3,342 mega-
watts from 695 megawatts, the size of
a coal plant, a year earlier. Govern-
ment subsidies for solar power
jumped to Œ1.1 billion ($1.6 billion) in
2008 from Œ214 million in 2007.

Solar power “was a financial
product, not an energy solution,”
says Ignacio Sánchez Galán, chair-
man of Iberdrola, the world’s big-
gest renewable-energy company.
Iberdrola has largely shunned solar
because wind power is cheaper and
requires less land.

That is especially true of the new
wave of large-scale solar power,
known as solar thermal power,
which uses the sun to heat water into
steam that runs turbines. That tech-
nology offers the potential for much
bigger clean-energy projects than sil-
icon-coated photovoltaic panels,
and has attracted interest from utili-
ties in Spain and the U.S., especially.

But solar thermal power is far from
being cost-competitive with tradi-
tional power sources, and it requires
large swathes of empty land, such as
those found in parts of Spain and the
U.S. Southwest.

Faced with the unraveling world
economyand a deepening budget defi-
cit, the Spanish government late last
year reduced the money it paid for so-
lar electricity and capped the amount
of subsidized solar power installed
each year at 500 megawatts. Spain’s
solar-power capacity has actually
shrunk this year as a result.

The effects have been felt far be-
yond Spain. China’s Yingli Green En-
ergy Holding Co., which makes solar-
power components for export, posted
a 43% slide in first-quarter earnings,
in large part because Spain was no
longer buying.

Solar makers such as Norway’s Re-
newable Energy Corp., China’s LDK
Solar Co. and JA Solar Holdings Co.
posted big second-quarterlosses.Ger-
man giant Q-Cells SE posted a first-
half net loss of Œ697 million and plans
to cut about 500 workers—about a
fifth of its work force.

Cloudy outlook
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A solar power plant in Alvarado, Spain

Source: Minerals Management Service
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/30 SAR 5.54 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 09/02 USD 323.12 31.6 5.3 4.6
Sel Emerg Mkt Equity GL EQ GGY 09/02 USD 183.76 40.3 –11.8 –12.7
Sel Euro Equity EUR US EQ GGY 09/02 EUR 89.86 21.3 –21.1 –23.3
Sel European Equity EU EQ GGY 09/02 USD 169.56 23.3 –23.7 –22.0
Sel Glob Equity GL EQ GGY 09/02 USD 173.80 21.0 –21.9 –20.6
Sel Glob Fxd Inc GL BD GGY 09/02 USD 137.66 6.7 –2.6 –1.4
Sel Pacific Equity AS EQ GGY 09/02 USD 128.01 41.6 –7.9 –9.7
Sel US Equity US EQ GGY 09/02 USD 112.16 11.3 –24.0 –18.8
Sel US Sm Cap Eq US EQ GGY 09/02 USD 154.72 18.3 –25.8 –20.7

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/02 EUR 25.53 –2.7 –43.9 –47.2
MP-TURKEY.SI OT OT SVN 09/02 EUR 30.05 53.9 –21.0 –22.0

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 09/02 EUR 3.04 44.8 –56.8 –42.7
Parex Eastern Europ Bal OT OT LVA 09/02 EUR 12.60 46.9 –8.1 –4.8
Parex Eastern Europ Bd EU BD LVA 09/02 USD 13.51 54.9 –3.8 0.6
Parex Russian Eq EE EQ LVA 09/02 USD 15.91 83.7 –33.5 –20.9

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/03 USD 150.16 35.4 –6.4 –16.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/03 USD 143.30 34.6 –7.2 –17.4
PF (LUX)-Biotech-Pca OT EQ LUX 09/02 USD 281.05 –1.4 –22.5 –6.2
PF (LUX)-CHF Liq-Pca CH MM LUX 09/02 CHF 124.21 0.2 0.3 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/02 CHF 93.76 0.2 0.3 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/02 USD 99.97 22.9 –4.6 –10.1
PF (LUX)-East Eu-Pca EU EQ LUX 09/02 EUR 244.08 82.8 –33.0 –26.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/03 USD 443.72 45.8 –14.9 –16.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/02 EUR 91.76 20.0 –17.7 –19.1
PF (LUX)-EUR Bds-Pca EU BD LUX 09/02 EUR 381.04 2.0 4.9 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/02 EUR 289.97 2.0 4.9 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/02 EUR 143.09 14.6 9.5 4.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/02 EUR 100.59 14.6 9.4 4.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/02 EUR 130.85 45.1 –2.3 –4.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/02 EUR 75.86 45.1 –2.3 –4.3
PF (LUX)-EUR Liq-Pca EU MM LUX 09/02 EUR 135.83 0.9 1.8 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/02 EUR 97.89 0.9 1.8 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/02 EUR 102.38 0.5 1.5 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/02 EUR 101.01 0.5 1.5 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/02 EUR 364.69 19.2 –22.0 –24.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/02 EUR 120.53 19.2 –17.9 –21.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/02 USD 229.32 21.1 12.9 9.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/02 USD 156.00 21.1 12.9 9.6
PF (LUX)-Gr China-Pca AS EQ LUX 09/03 USD 303.26 42.6 1.1 –10.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/03 USD 302.41 57.8 –6.8 –10.8
PF (LUX)-Jap Index-Pca JP EQ LUX 09/03 JPY 9045.63 11.0 –23.0 –23.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/03 JPY 7976.15 9.2 –27.1 –27.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/03 JPY 7752.23 8.8 –27.6 –28.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/03 JPY 4515.43 15.0 –21.5 –22.7
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/02 USD 47.66 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/03 USD 233.92 47.8 –3.9 –9.5
PF (LUX)-Piclife-Pca CH BA LUX 09/02 CHF 759.29 10.1 –4.6 –6.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/02 EUR 55.21 25.1 –14.9 –18.2
PF (LUX)-Rus Eq-Pca OT OT LUX 09/02 USD 45.23 98.0 –37.4 NS
PF (LUX)-Security-Pca GL EQ LUX 09/02 USD 86.27 20.7 –10.6 –12.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/02 EUR 410.09 25.7 –20.4 –22.1
PF (LUX)-US Eq-Ica US EQ LUX 09/02 USD 91.42 12.0 –22.0 –14.3
PF (LUX)-USA Index-Pca US EQ LUX 09/02 USD 80.61 11.2 –20.8 –16.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/02 USD 514.01 –3.1 5.3 6.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/02 USD 377.17 –3.1 5.3 6.2
PF (LUX)-USD Liq-Pca US MM LUX 09/02 USD 130.98 0.6 1.1 2.2
PF (LUX)-USD Liq-Pdi US MM LUX 09/02 USD 85.52 0.6 1.1 2.2

PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/02 USD 101.56 0.3 1.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/02 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 09/02 EUR 112.37 9.1 –18.9 –15.8
PF (LUX)-WldGovBds-Pca GL BD LUX 09/03 USD 165.01 0.1 10.1 8.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/03 USD 136.58 0.1 10.1 8.9

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/02 USD 11.08 41.3 –10.5 –12.3
Japan Fund USD JP EQ IRL 09/03 USD 16.92 15.2 15.7 –2.1
Polar Healthcare Class I USD OT OT IRL 09/02 USD 11.70 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/02 USD 11.70 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 09/02 EUR 643.86 14.3 –21.4 NS
Core Eurozone Eq B EU EQ IRL 09/02 EUR 758.19 15.3 –18.4 NS
Euro Fixed Income A EU BD IRL 09/02 EUR 1198.90 5.9 –1.1 –2.6
Euro Fixed Income B EU BD IRL 09/02 EUR 1277.41 6.3 –0.5 –2.1
Euro Small Cap A EU EQ IRL 09/02 EUR 1087.21 28.2 –21.7 –26.4
Euro Small Cap B EU EQ IRL 09/02 EUR 1162.31 28.8 –21.2 –25.9
Eurozone Agg Eq A EU EQ IRL 09/02 EUR 592.66 19.3 –21.2 –22.7
Eurozone Agg Eq B EU EQ IRL 09/02 EUR 850.06 19.7 –20.7 –22.2
Glbl Bd (EuroHdg) A GL BD IRL 09/02 EUR 1342.35 12.1 4.6 2.2
Glbl Bd (EuroHdg) B GL BD IRL 09/02 EUR 1422.00 12.6 5.3 2.8
Glbl Bd A EU BD IRL 09/02 EUR 1078.72 10.0 7.5 1.7
Glbl Bd B EU BD IRL 09/02 EUR 1146.58 10.5 8.1 2.3
Glbl Real Estate A OT EQ IRL 09/02 USD 776.70 16.5 –29.0 –24.0
Glbl Real Estate B OT EQ IRL 09/02 USD 799.16 17.0 –28.6 –23.5
Glbl Real Estate EH-A OT EQ IRL 09/02 EUR 706.19 12.6 –31.1 –25.5
Glbl Real Estate SH-B OT EQ IRL 09/02 GBP 66.24 11.7 –31.8 –25.2
Glbl Strategic Yield A EU BD IRL 09/02 EUR 1453.47 28.6 –0.6 –0.8
Glbl Strategic Yield B EU BD IRL 09/02 EUR 1552.30 29.1 0.0 –0.2
Japan Equity A JP EQ IRL 09/02 JPY 12195.28 18.0 –18.0 –22.9
Japan Equity B JP EQ IRL 09/02 JPY 12972.63 18.5 –17.5 –22.4
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/02 USD 1954.83 52.0 0.5 –10.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/02 USD 2082.13 52.6 1.1 –9.6
Pan European Eq A EU EQ IRL 09/02 EUR 872.12 21.4 –19.7 –21.5
Pan European Eq B EU EQ IRL 09/02 EUR 927.86 21.8 –19.3 –21.1
US Equity A US EQ IRL 09/02 USD 777.66 16.2 –22.2 –16.9
US Equity B US EQ IRL 09/02 USD 830.98 16.7 –21.8 –16.4
US Small Cap A US EQ IRL 09/02 USD 1133.93 12.8 –25.9 –18.6
US Small Cap B US EQ IRL 09/02 USD 1212.42 13.2 –25.5 –18.1

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/03 EUR 13.57 –4.0 12.2 12.0
Asset Sele C H-CHF OT OT LUX 09/03 CHF 94.18 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/03 GBP 95.05 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/03 JPY 9457.46 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/03 NOK 108.73 –3.4 NS NS
Asset Sele C H-SEK OT OT LUX 09/03 SEK 136.27 –4.4 13.0 12.3
Asset Sele C H-USD OT OT LUX 09/03 USD 94.99 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/03 SEK 127.89 –4.4 NS NS
Choice Global Value -C- GL EQ LUX 09/03 SEK 69.44 15.4 –22.3 –25.7
Choice Global Value -D- OT OT LUX 09/03 SEK 66.54 15.4 –22.3 NS
Choice Global Value -I- OT OT LUX 09/03 EUR 5.99 23.1 –28.1 –28.4
Choice Japan Fd -C- OT OT LUX 09/03 JPY 49.18 9.4 –22.8 –24.8
Choice Japan Fd -D- OT OT LUX 09/03 JPY 44.22 9.4 –22.8 –24.8
Choice Jpn Chance/Risk JP EQ LUX 09/03 JPY 51.17 14.2 –26.1 –27.1
Choice NthAmChance/Risk US EQ LUX 09/03 USD 3.56 26.9 –24.1 –15.3
Ethical Europe Fd OT OT LUX 09/03 EUR 1.79 19.7 –24.5 –25.4
Europe 1 Fd OT OT LUX 09/03 EUR 2.56 22.9 –23.3 –25.2
Europe 3 Fd EU EQ LUX 09/03 EUR 3.68 20.6 –24.5 –25.9
Global Chance/Risk Fd GL EQ LUX 09/03 EUR 0.54 14.4 –20.1 –20.7
Global Fd -C- OT OT LUX 09/03 USD 1.93 15.8 –22.1 –19.1
Global Fd -D- OT OT LUX 09/03 USD 1.21 15.7 NS NS
Nordic Fd OT OT LUX 09/03 EUR 5.02 25.3 –11.7 –16.0

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/03 USD 6.47 42.7 1.3 –12.0
Choice Asia ex. Japan -D- OT OT LUX 09/03 USD 1.14 42.7 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/03 EUR 10.42 –4.5 –2.4 1.0

Currency Alpha EUR -RC- OT OT LUX 09/03 EUR 10.34 –4.8 –2.8 0.5
Currency Alpha SEK -ID- OT OT LUX 09/03 SEK 96.95 –8.2 –6.3 NS
Currency Alpha SEK -RC- OT OT LUX 09/03 SEK 106.65 –4.8 –2.8 0.5
Generation Fd 80 OT OT LUX 09/03 SEK 7.30 14.3 –11.9 NS
Nordic Focus EUR NO EQ LUX 09/03 EUR 69.51 39.3 –16.6 NS
Nordic Focus NOK NO EQ LUX 09/03 NOK 74.64 39.3 –16.6 NS
Nordic Focus SEK NO EQ LUX 09/03 SEK 76.39 39.3 –16.6 NS
Russia Fd OT OT LUX 09/03 EUR 6.63 98.7 –25.9 –21.0

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/03 USD 1.61 16.0 –21.1 –17.7
Ethical Glbl Fd -C- OT OT LUX 09/03 USD 0.75 14.9 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/03 USD 0.73 22.7 –16.5 –17.6
Ethical Sweden Fd NO EQ LUX 09/03 SEK 38.04 38.0 2.8 –10.3
Index Linked Bd Fd SEK OT BD LUX 09/03 SEK 13.17 3.4 3.9 5.4
Medical Fd OT EQ LUX 09/03 USD 2.97 3.5 –15.7 –9.7
Short Medium Bd Fd SEK NO MM LUX 09/03 SEK 8.80 1.1 1.6 2.6
Technology Fd -C- OT OT LUX 09/03 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 09/03 USD 2.18 40.0 –7.6 –10.2
World Fd -C- OT OT LUX 09/03 USD 26.32 NS NS NS
World Fd -D- OT OT LUX 09/03 USD 2.00 24.6 –11.5 –11.5

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/03 EUR 1.27 0.1 0.1 1.3
Short Bond Fd EUR -D- OT OT LUX 09/03 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/03 SEK 21.94 1.8 1.8 2.8
Short Bond Fd USD US MM LUX 09/03 USD 2.49 –0.2 0.4 1.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/03 SEK 10.29 2.3 –0.7 0.7
Alpha Bond Fd SEK -B- NO BD LUX 09/03 SEK 8.91 2.3 –0.7 0.7
Alpha Bond Fd SEK -C- NO BD LUX 09/03 SEK 25.76 2.2 –0.8 0.5
Alpha Bond Fd SEK -D- NO BD LUX 09/03 SEK 8.02 2.2 –0.8 0.5
Alpha Short Bd SEK -A- NO MM LUX 09/03 SEK 11.08 2.5 2.6 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/03 SEK 10.13 2.5 2.6 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/03 SEK 21.66 2.4 2.5 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/03 SEK 8.20 2.4 2.5 3.1
Bond Fd SEK -C- NO BD LUX 09/03 SEK 42.42 2.1 10.1 6.3
Bond Fd SEK -D- NO BD LUX 09/03 SEK 12.32 2.2 10.1 5.8
Corp. Bond Fd EUR -C- EU BD LUX 09/03 EUR 1.23 12.6 4.6 1.9
Corp. Bond Fd EUR -D- EU BD LUX 09/03 EUR 0.94 12.6 4.6 1.7
Corp. Bond Fd SEK -C- NO BD LUX 09/03 SEK 12.19 13.5 0.9 0.6
Corp. Bond Fd SEK -D- NO BD LUX 09/03 SEK 9.22 13.5 0.9 0.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/03 EUR 103.64 –0.2 4.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/03 EUR 108.06 4.3 9.2 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 09/03 SEK 1115.03 4.3 9.2 NS
Flexible Bond Fd -C- NO BD LUX 09/03 SEK 21.34 2.3 5.7 4.5
Flexible Bond Fd -D- NO BD LUX 09/03 SEK 11.67 2.3 5.7 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/03 USD 2.27 47.3 –5.9 –10.0
Eastern Europe Fd OT OT LUX 09/03 EUR 2.29 35.0 –23.1 –21.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/03 SEK 25.78 53.5 12.1 –16.3
Eastern Europe SmCap Fd OT OT LUX 09/03 EUR 2.17 66.8 –22.7 –26.8
Europe Chance/Risk Fd EU EQ LUX 09/03 EUR 942.32 23.6 –26.4 –27.2
Listed Private Equity -C- OT OT LUX 09/03 EUR 116.13 41.0 NS NS
Listed Private Equity -IC- OT OT LUX 09/03 EUR 67.54 63.5 NS NS
Listed Private Equity -ID- OT OT LUX 09/03 EUR 65.56 58.9 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 09/03 SEK 77.52 –3.2 –20.9 –13.9
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/03 EUR 99.10 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/03 SEK 99.13 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/03 USD 100.29 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/03 SEK 70.82 –3.2 –21.0 –15.1
Asset Sele Opp C H NOK OT OT LUX 09/03 NOK 99.46 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/03 SEK 98.47 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/03 EUR 99.24 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/03 GBP 99.18 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/03 SEK 99.18 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/03 EUR 100.12 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/03 GBP 100.26 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/03 GBP 100.09 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 09/01 EUR 29.25 3.1 –4.6 2.4
Bonds Eur Corp A OT OT LUX 09/01 EUR 22.73 9.6 4.8 1.4
Bonds Eur Hi Yld A OT OT LUX 09/01 EUR 19.10 43.6 –1.0 –5.3
Bonds EURO A OT OT LUX 09/01 EUR 40.94 3.7 9.0 5.6
Bonds Europe A OT OT LUX 09/02 EUR 39.15 3.4 8.3 4.6
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 09/02 USD 41.84 5.0 10.3 9.3
Eq. China A OT OT LUX 09/02 USD 20.08 34.4 –0.7 –17.8
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 09/02 USD 15.86 11.3 –30.1 –13.2
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 09/02 EUR 16.17 17.7 –22.4 –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 09/01 USD 8.40 40.6 –14.4 –14.5
Eq. Global A OT OT LUX 09/02 USD 24.88 18.3 –17.4 –18.7
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/02 USD 26.95 28.9 22.6 7.9
Eq. Japan Sm Cap A OT OT LUX 09/02 JPY 1151.84 27.2 –2.0 –20.7
Eq. Japan Target A OT OT LUX 09/02 JPY 1814.44 15.9 0.4 –10.5
Eq. Pacific A OT OT LUX 09/02 USD 9.01 41.1 –5.7 –13.9
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 09/02 USD 13.62 26.3 –24.2 –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 09/02 USD 19.26 20.6 –24.0 –17.3
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 09/02 USD 14.44 11.6 –36.5 –26.9
Eq. US Value Opp A OT OT LUX 09/02 USD 14.62 12.8 –33.5 –26.2
Money Market EURO A OT OT LUX 09/02 EUR 27.36 0.9 2.3 3.3
Money Market USD A OT OT LUX 09/02 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 09/03 JPY 9299.00 8.1 –23.0 –30.5
YMR-N Japan Fund OT OT IRL 09/03 JPY 10407.00 10.2 –23.4 –28.2
YMR-N Small Cap Fund OT OT IRL 09/03 JPY 7416.00 15.6 –11.2 –28.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/03 JPY 6435.00 9.0 –26.2 –29.6
Yuki 77 Growth JP EQ IRL 09/03 JPY 6062.00 2.5 –32.3 –34.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/03 JPY 6696.00 7.3 –25.8 –30.2
Yuki Chugoku JpnLowP JP EQ IRL 09/03 JPY 8496.00 3.7 –18.7 –23.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/03 JPY 7065.00 4.4 –28.0 –31.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/03 JPY 4669.00 2.6 –31.0 –31.0
Yuki Hokuyo Jpn Inc JP EQ IRL 09/03 JPY 5423.00 2.7 –27.1 –24.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/03 JPY 5439.00 15.6 –11.2 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/03 JPY 4462.00 5.0 –33.3 –34.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/03 JPY 4787.00 6.6 –32.5 –34.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/03 JPY 6762.00 10.8 –27.3 –30.2
Yuki Mizuho Jpn Gen OT OT IRL 09/03 JPY 8646.00 7.8 –24.9 –31.1
Yuki Mizuho Jpn Gro OT OT IRL 09/03 JPY 6590.00 5.4 –22.9 –31.4
Yuki Mizuho Jpn Inc OT OT IRL 09/03 JPY 7865.00 –1.1 –29.3 –28.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/03 JPY 5192.00 4.2 –27.5 –30.0
Yuki Mizuho Jpn LowP OT OT IRL 09/03 JPY 12539.00 10.6 –13.4 –20.6
Yuki Mizuho Jpn PGth OT OT IRL 09/03 JPY 8226.00 7.7 –28.0 –32.0
Yuki Mizuho Jpn SmCp OT OT IRL 09/03 JPY 7520.00 22.6 –10.1 –27.4
Yuki Mizuho Jpn Val Sel OT OT IRL 09/03 JPY 5870.00 13.0 –19.2 –25.9
Yuki Mizuho Jpn YoungCo OT OT IRL 09/03 JPY 3208.00 34.4 –7.8 –31.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/03 JPY 5018.00 11.5 –29.8 –32.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/03 JPY 5451.00 6.9 –26.3 –31.9
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 07/31 USD 1359.45 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 08/31 EUR 192.86 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 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 09/01 USD 46.63 –45.6 –10.4 10.5
Superfund GCT USD* OT OT LUX 09/01 USD 2346.00 –37.3 –13.7 5.0
Superfund Gold A (SPC) OT OT CYM 09/01 USD 903.65 –23.5 2.0 17.2
Superfund Gold B (SPC) OT OT CYM 09/01 USD 902.89 –34.6 –1.6 15.9
Superfund Q-AG* OT OT AUT 09/01 EUR 6762.00 –24.1 –4.7 7.0

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 –7.6 –8.5 2.7
Winton Evolution GBP GL OT VGB 08/31 GBP 1176.95 –7.7 –8.0 3.5
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 –7.9 –8.5 2.6
Winton Futures EUR GL OT VGB 08/31 EUR 190.12 –7.7 2.5 12.0
Winton Futures GBP GL OT VGB 08/31 GBP 205.03 –7.6 3.1 13.2
Winton Futures JPY Lead Series 2 GL OT VGB 08/31 JPY 13583.03 –8.0 0.7 9.6
Winton Futures USD GL OT VGB 08/31 USD 673.84 –8.2 1.7 11.9
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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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Sources: Beverage Information Group (historical sales); Nielsen (2009 sales)

*Data for food, drug and major-market liquor 
stores as of July 25. Does not include bars, 
restaurants or independent liquor stores.

Cheap shots

Annual U.S. sales, in millions of cases Year-to-date sales for 2009*, 
change from a year earlier

Sales of Absolut vodka have dropped in the U.S., its largest market, while less expensive competitors like 
Skyy and Svedka have gained market share. Above, a bartender in Paris makes a cocktail with Absolut.
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U.S. retail gloom lifting;
shopper visits show gain

Absolut U.S. sales fall 6%
Pernod faces pressure
as consumers turn
to cheaper vodka

CORPORATE NEWS

By Joseph Pereira

U.S. retailers last month deliv-
ered some of their best results this
year, with the industry decline well
below expectations. Improved re-
sults at several midprice chains sig-
naled that consumer spending is ex-
panding beyond discount chains as
the first hints of successful retail
strategies beyond price cuts began
taking shape.

Sales at stores open more than a
year, a key indicator of retail health,
declined 2.9% from a year earlier, ac-
cording to Thomson Reuters Inc. An-
alysts had expected a 3.8% decline.

Such same-store sales look to
have bottomed in July, analysts
said. September results should bene-
fit from an easier comparison with
last year’s sharp decline and a later
Labor Day holiday. Of the 30 compa-
nies tracked by Thomson Reuters,
46% delivered better than expected
sales, up from 38% in July.

Spending is expanding to more-
moderately priced chains, from the
concentration among discounters
earlier this year. For the second
month in a row, Kohl’s Corp., a mid-
price department-store chain,
posted positive same-store sales. It
reported an increase of 0.2%, bet-
ter than the 1.7% decline analysts
had forecast.

Another upside surprise was
TJX Cos., the owner of TJ Maxx
and Marshalls, where sales rose
5%, exceeding the 3.9% increase an-
alysts were expecting. Kohl’s and
TJX sell brand-name clothing at re-
duced prices.

Retailers including Costco
Wholesale Corp. said more shop-
pers visited their stores last month
than a year earlier, even as consum-
ers concentrated on essential items.
At BJ’s Wholesale Club Inc., for ex-
ample, customer traffic rose 4%
from the year before but the average
receipt fell 2%. Groceries sold well
but apparel, electronics, jewelry
and sporting goods were weaker.

Target Corp., where the 2.9%
sales decline was narrower than the
5.1% drop analysts had forecast,
started to emphasize competitive
prices in its newspaper ads and store
signs. New ads highlighting “fru-

galistas,” underscore a chic element
of saving money during a recession.

“Consumers are showing they
want to shop. But retailers are need-
ing to find clever ways of getting
them into the stores by having the
right product at the right price,”
said Matthew Katz, a managing di-
rector at AlixPartners LLP, a retail
turnaround consulting firm.

The retail sales don’t include
data from Wal-Mart Stores Inc.,
which has benefitted from shoppers
trading down. The world’s largest re-
tailer by revenue earlier this year
stop reporting monthly sales. Wal-
Mart disappointed Wall Street last
month when it forecast that same-
store sales in the quarter ending
Oct. 31 would be flat to 2% higher
than a year earlier.

Analysts will monitor Septem-
ber sales to see if the trend contin-
ues. Any predictions of a retail turn-
around may be premature, said
Jharonne Martis, a Thomson Reut-
ers retail analyst. The U.S. unem-
ployment rate—9.4% in July—likely
rose in August as the economy con-
tinued to shed jobs.

Last month’s retail sales were
helped by a shift among several
states—including California, Texas
and Florida—of their annual tax-
free shopping days for school goods
to August from July. Even though
overall retail sales came in slightly
higher than expected, consumers
were still looking for bargains.

Gap Inc. posted a 3% decline in
same-store sales, smaller than the
7% predicted by analysts and the nar-
rowest so far this year for the re-
tailer. The company’s sales received
a big boost from its moderately-
priced Old Navy chain, where sales
rose 4%. Customers responded well
to the company’s denim collections,
said Sabrina Simmons, the compa-
ny’s chief financial officer.

Back to school sales were brisk
at apparel retailer Aeropostale
Inc., a destination for the fashion-
able but value-minded teen. The
chain reported a 9% increase in
sales and raised its third-quarter
earnings forecast.
 —Kelly Evans

and Ann Zimmerman
contributed to this article.

U.S. retail sales fell last month but signs emerged of greater visits to and
spending beyond discount stores. Shoppers leave a mall in New York in August.

Associated Press

Bloomberg News

By David Kesmodel

Pernod Ricard SA placed a big
bet on the global prospects for Abso-
lut vodka when it paid Œ5.3 billion for
the brand’s Swedish parent last year.
But now Pernod is wrestling with
sluggish sales in the U.S., Absolut’s
largest market by far.

The French liquor giant, citing
market-research firm Nielsen Co.,
said sales of Absolut at U.S. food and
drug stores fell 6% by volume in the
52 weeks through Aug. 22. Overall,
Pernod said, profit for its fiscal year
ended June 30 rose 13%. But it
warned of stagnant global sales for
spirits in the current year.

Switching by recession-weary
U.S. drinkers to lower-priced rivals
such as Skyy and Svedka has hurt Ab-
solut. Bacardi Ltd’s Grey Goose, the
No. 3 vodka brand, has experienced
similar troubles. But Absolut has
more exposure than other vodkas to
the hard-hit bar-and-restaurant seg-
ment, the company said.

Restoring volume growth in the
U.S. will be “key,” even though Abso-
lut enjoys healthy growth in coun-
tries like Brazil and Mexico, said Laeti-
tia Delaye, an analyst with Kepler Cap-
ital Markets in Paris. The U.S. ac-
counts for more than half of the
brand’s retail revenue and the major-
ity of its profits, according to the in-
dustry journal Impact and analysts.
Absolut is the second-largest vodka
in the U.S. by volume after Diageo
PLC’s Smirnoff, according to research
firm Beverage Information Group.

“Investors will be pretty demand-

ing on them turning around the U.S.,”
Ms. Delaye said.

Pernod executives said they re-
main pleased with the brand and
blamed its softer U.S. sales partly on
distribution and other changes that
followed Pernod’s July 2008 acquisi-
tion of Vin & Sprit AB. The costly deal
saddled Pernod with heavy debt just
before the global economy soured.

“The brand is very healthy in the
U.S., and the underlying strategy is
very solid,” Tim Murphy, vice presi-
dent of marketing for Absolut in the
U.S., said. He noted that sales at food
and drug stores rose 2% by volume in
the most recent 13-week period
tracked by Nielsen.

Mr. Murphy said the company
planned a “significant” increase in
U.S. ad spending for Absolut in the
current fiscal year.

Absolut was introduced to the
U.S. in 1979 and became a household
name with the help of avant-garde
ads. For years, its print ads featured
paintings of Absolut’s bottle by art-
world figures including Andy War-
hol. Its latest campaign, begun in
2007 and called “It’s an Absolut
world,” depicts an ideal universe
where, for example, people pay for
groceries and bus rides with hugs
and kisses instead of cash.

Tom Pirko, a beverage-industry
consultantwith Bevmark,said the cur-
rent campaign may be out of step with
many Americans. “If people are right
now frightened and anxious about the
economy, they are not so interested in
a brand trying to be cute,” he said.

Absolut has been losing market
share to such rivals as midpriced
Svedka, owned by Constellation
Brands Inc., and Skyy, part of Italy’s
Gruppo Campari. A 1.75-liter bottle
of Absolut sells for about $30, while
Skyy is in the $24 range and Svedka
costs around $18.

Sales of Svedka, the fifth-largest
vodka in the U.S. by volume, rose 25%
in food, drug and liquor stores for the
year to date through July 25, Nielsen
said. Marina Hahn, a senior vice presi-
dent at Constellation Brands, said
Svedka has spent about 25% more
this year than last on its ads showing
the brand’s spokeswoman, a futuris-
tic “fembot” who encourages drink-
ers “to party like it’s 2033.”

Svedka is “shabby chic, and
that’s cooler today—now more than
ever,” said Keith Dusko, director of
operations at Haru Sushi, a restau-
rant chain owned by Benihana Inc.

Gerry Ruvo, chief executive of
Gruppo Campari’s Skyy Spirits LLC
unit, said Skyy vodka is benefiting
from consumers’ search for good
value and from last year’s launch of
versions infused with natural fruit
flavors. Skyy is the No. 4 vodka in
the U.S. by volume.

Diageo’s Smirnoff—also lower-
priced than Absolut—has been out-
performing its rival. Smirnoff’s vol-
ume in North America rose 1% in Dia-
geo’s fiscal year ended June 30. The
company has been offering mail-in
rebates for Smirnoff and other
brands. It also for the first time
rolled out new flavors of Popov, one
of its discount vodkas, whose sales
have risen in the economic slump. At
the high end, Diageo’s Ciroc vodka, a
relatively new brand promoted by
music mogul Sean “Diddy” Combs, is
posting rapid sales growth.

Pernod, which also makes Mal-
ibu rum and Chivas Regal scotch,
said net profit rose to Œ945 million
in the fiscal year ended June 30
from Œ840 million a year earlier,
which was above analysts’ expecta-
tions. Revenue rose 9.3% to Œ7.2 bil-
lion from Œ6.59 billion, thanks to the
addition of sales from the acquisi-
tion of Absolut.
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Gl High Yield I US BD LUX 09/02 USD 3.94 42.9 0.8 0.7
Gl Value A GL EQ LUX 09/02 USD 10.05 18.4 –26.4 –25.5
Gl Value B GL EQ LUX 09/02 USD 9.26 17.5 –27.2 –26.3
Gl Value I GL EQ LUX 09/02 USD 10.66 19.0 –25.9 –25.0
India Growth A - OT OT LUX 09/02 USD 103.88 NS NS NS
India Growth AX OT OT LUX 09/02 USD 90.73 57.1 –0.3 –4.8
India Growth B - OT OT NA 09/02 USD 109.19 NS NS NS
India Growth BX OT OT LUX 09/02 USD 77.81 56.0 –1.3 –5.7
India Growth I EA EQ LUX 09/02 USD 93.86 57.5 0.0 –4.5
Int'l Health Care A OT EQ LUX 09/02 USD 122.51 4.3 –17.5 –12.5
Int'l Health Care B OT EQ LUX 09/02 USD 103.67 3.6 –18.3 –13.4
Int'l Health Care I OT EQ LUX 09/02 USD 133.50 4.9 –16.8 –11.8
Int'l Technology A OT EQ LUX 09/02 USD 94.63 29.4 –17.8 –16.2
Int'l Technology B OT EQ LUX 09/02 USD 82.27 28.5 –18.6 –17.0
Int'l Technology I OT EQ LUX 09/02 USD 105.83 30.1 –17.1 –15.5
Japan Blend A JP EQ LUX 09/02 JPY 6043.00 12.6 –23.9 –25.3
Japan Growth A JP EQ LUX 09/02 JPY 5910.00 6.2 –24.8 –25.7
Japan Growth I JP EQ LUX 09/02 JPY 6065.00 6.8 –24.2 –25.1
Japan Strat Value A JP EQ LUX 09/02 JPY 6118.00 18.6 –23.6 –25.5
Japan Strat Value I JP EQ LUX 09/02 JPY 6264.00 19.3 –23.0 –24.9
Real Estate Sec. A OT EQ LUX 09/02 USD 12.60 18.1 –25.0 –21.9

Real Estate Sec. B OT EQ LUX 09/02 USD 11.56 17.4 –25.7 –22.7
Real Estate Sec. I OT EQ LUX 09/02 USD 13.51 18.7 –24.3 –21.3
Short Mat Dollar A US BD LUX 09/02 USD 7.09 7.7 –1.9 –8.2
Short Mat Dollar A2 US BD LUX 09/02 USD 9.44 7.8 –1.9 –8.2
Short Mat Dollar B US BD LUX 09/02 USD 7.09 7.3 –2.4 –8.6
Short Mat Dollar B2 US BD LUX 09/02 USD 9.41 7.4 –2.3 –8.6
Short Mat Dollar I US BD LUX 09/02 USD 7.09 8.1 –1.4 –7.7

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 09/02 GBP 7.34 10.2 –10.7 –9.8
Andfs. Borsa Global GL EQ AND 09/02 EUR 5.87 1.1 –26.6 –21.7
Andfs. Emergents GL EQ AND 09/02 USD 14.40 44.0 –13.5 –12.1
Andfs. Espanya EU EQ AND 09/02 EUR 12.62 16.7 –10.0 –13.4
Andfs. Estats Units US EQ AND 09/02 USD 13.39 9.8 –24.3 –16.8
Andfs. Europa EU EQ AND 09/02 EUR 7.19 10.8 –19.4 –19.3

Andfs. Franca EU EQ AND 09/02 EUR 8.86 7.0 –20.9 –21.1

Andfs. Japo JP EQ AND 09/02 JPY 503.87 14.9 –17.8 –21.8

Andfs. Plus Dollars US BA AND 09/02 USD 8.98 6.4 –10.2 –7.9

Andfs. RF Dolars US BD AND 09/02 USD 11.11 8.7 –1.6 –0.5

Andfs. RF Euros EU BD AND 09/02 EUR 10.57 18.0 –0.1 –2.8

Andorfons EU BD AND 09/02 EUR 14.05 17.8 –1.0 –5.2

Andorfons Alternative Premium OT OT AND 07/31 EUR 95.97 3.9 –14.7 –8.8

Andorfons Mix 30 EU BA AND 09/02 EUR 9.08 12.1 –13.3 –11.7

Andorfons Mix 60 EU BA AND 09/02 EUR 8.60 5.8 –23.5 –18.8

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 08/28 USD 216318.15 60.4 3.0 –7.5

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 09/03 EUR 9.14 –5.5 –8.0 –3.2

DJE-Absolut P GL EQ LUX 09/03 EUR 186.71 6.5 –12.7 –11.6

DJE-Alpha Glbl P EU BA LUX 09/03 EUR 163.09 6.0 –10.2 –8.7
DJE-Div& Substanz P GL EQ LUX 09/03 EUR 195.42 11.7 –7.3 –9.2
DJE-Gold&Resourc P OT EQ LUX 09/03 EUR 150.70 15.3 –0.5 –3.5
DJE-Renten Glbl P EU BD LUX 09/03 EUR 127.83 6.8 5.4 2.6
LuxPro-Dragon I AS EQ LUX 09/03 EUR 134.60 45.0 8.3 –10.3
LuxPro-Dragon P AS EQ LUX 09/03 EUR 131.20 44.6 7.8 –11.5
LuxTopic-Aktien Europa EU EQ LUX 09/03 EUR 16.35 14.1 –3.8 –5.7
LuxTopic-Pacific AS EQ LUX 09/03 EUR 14.09 55.7 –14.7 –17.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 39.98 15.6 –31.3 –11.3
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 22.51 7.4 –41.0 –12.4
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Gold touches six-month high
as buyers seek safe havens

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

Hang Seng climbs 1.2%; Nikkei slips

Bank of China seeks
investors for Swiss funds

Shanghai regains confidence
Index jumps 4.8%,
as Liu soothes jitters
after August selloff
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By V. Phani Kumar

And Wei-Zhe Tan

Hong Kong shares climbed,
lifted by a 4.8% surge in China’s
stock market, while Tokyo stocks

edged down as a ris-
ing yen hurt shares
of exporters.

In Hong Kong,
the Hang Seng In-

dex advanced 239.68 points, or 1.2%,
to 19761.68, with mainland lenders
and property developers among the
leading gainers.

Chinese developers staged
strong rebounds following losses in
recent sessions. China Resources

Land surged 8.2% in Hong Kong, af-
ter shedding 16% since the begin-
ning of August. Sino-Ocean Land ral-
lied 9.5%, after falling 16% in the
past month, and Shimao Property
Holdings closed 8% higher after tum-
bling 26% from its peak on Aug. 3.

Macau gambling stocks listed in
Hong Kong were helped by a report
in the South China Morning Post
that Macau casino revenue surged
in August. Galaxy Entertainment
Group rose 7.7%, SJM Holdings
jumped 9.5%, Melco International
Development surged 9.7%, and
Shun Tak Holdings advanced 11%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 0.6% to

10214.64, with exporters again pres-
sured by the yen’s recent strength
against major currencies. Toyota
Motor fell 1.8%, Canon gave up 1.4%,
TDK slipped 2.1% and Honda Motor
dropped 2.4%.

Nonferrous-metal stocks rose as
gold prices rose overnight. Sumit-
omo Metal Mining jumped 5.6%.

Dainippon Sumitomo Pharma
rose 1.2% after the company said it
agreed to buy U.S. pharmaceutical
maker Sepracor in an all-cash deal
valued at as much as $2.6 billion.

In Sydney, gold shares advanced
with spot gold’s rally Wednesday.
Newcrest Mining jumped 7.7%, and
Lihir Gold climbed 7.2%.

By James T. Areddy

SHANGHAI—Supportive words
from a Chinese market regulator
helped the Shanghai Composite In-
dex to a 4.8% gain Thursday, inject-
ing confidence after last month’s
plunge and offering a reminder of
the influence policy makers can
have on the $2.78 trillion market.

In comments that offset Chinese
investor concerns about weak mar-
kets overseas, China Securities Reg-
ulatory Commission Vice Chairman
Liu Xinhua was quoted in official re-
ports as saying Beijing continues to
seek stable and healthy develop-
ment of the country’s capital mar-
kets.

The Shanghai Composite fin-
ished the day at 2845.02 for its third
consecutive gain, following a 6.7%
decline Monday that capped a weak
August. The index is still down 18%
from its peak on Aug. 4. Before that,
the market had been ahead 91% for
the year.

The Chinese market’s slump had
set off waves of concern in other
markets, but Thursday’s advance ap-
peared to have limited effect on
stocks regionally, although commod-
ity futures traded elsewhere ap-
peared to gain traction.

In general, according to J.P. Mor-
gan China equities specialist Jing Ul-
rich, the Chinese market has be-
come better correlated with global
equity moves since the global finan-
cial crisis, but often still trades with-
out regard to broader world market
trends.

China’s retail-investor base has a
tendency to parse official com-

ments for an indication of whether
to stick with stocks or exit the mar-
ket, and sentiment in that segment
is critical because few foreign insti-
tutional investors can trade in
China. Mr. Liu’s comments, reported
late Wednesday, were vague but
they packed a punch. Investors are
on watch for any indication that au-
thorities may take steps to ensure
market stability before the Commu-
nist Party celebrates 60 years of
rule on Oct. 1.

None of the 1,716 stocks traded
on the Shanghai and Shenzhen mar-
kets fell Thursday.

Fundamentals also increasingly
matter to China’s investors, and a
number economic reports due next
week are likely to affect views on in-
terest rates and other key indicators.

“It’s too early to say the market
will stabilize, as we likely won’t get
better-than-consensus news from
macroeconomic data, credit growth
or liquidity in the near future,” said
Qian Qimin, an analyst at Shenyin
Wanguo Securities.

Economics sparked last month’s

market rout, when figures sug-
gested that Chinese bank lending
was being curtailed. The stock mar-
ket responded with a selloff that re-
flected concerns of slower financial
flows into the economy. Analysts
say what exacerbated the selling
was a perception among investors
that the government would permit
the market weakness—and nearly a
quarter of the market’s value was
gone within weeks, setting off jit-
ters world-wide.

A UBS economist on Thursday
cautioned against assuming the ac-
tions of share investors reflect
broader trends. “China’s stock mar-
ket index is usually not a good lead-
ing indicator of economic growth,”
Wang Tao said in a research note.

Thursday’s gains were led by fi-
nancial companies. Citic Securities
added 6.6% while China Pacific In-
surance (Group) gained 8.2%.

Also strong were big-capitaliza-
tion resources groups, including Pet-
roChina with a 3.2% rise and Alumi-
num Corp. of China, which jumped
9.6%. In addition, Jiangxi Copper,
Yunnan Copper, Shenzhen
Zhongjin Lingnan Nonfemet, Yun-
nan Chihong Zinc & Germanium,
Zhongjin Gold and Shandong Gold-
Mining all rose by their daily limit of
10%.

In his comments, Mr. Liu high-
lighted efforts being made for the
smooth introduction of a listing
venue for smaller companies called
the growth enterprise market, or
GEM, which many investors antici-
pate will open within weeks. His
comment could be an indication
that regulators will pursue a mea-
sured timetable for approving new
share offerings, as well as other
forms of corporate fund raising
such as bond sales, which have been
sapping market liquidity.
 — Wynne Wang

contributed to this article.

By Matt Whittaker

NEW YORK—Gold futures ex-
tended their rally Thursday to their
highest point since Feb. 20, when
they were last above $1,000, as par-
ticipants followed up on the previ-

ous session’s
strong gains.

September gold
rose $19.20, or
nearly 2%, to settle

at $995.80 on the Comex division of
the New York Mercantile Exchange.

Participants bought the metal as
an alternative currency, said Ster-
ling Smith, market analyst at Coun-
try Hedging.

“What we have here is a lack-of-
viable-currency play,” Mr. Smith
said.

Euro and U.S. dollar holders own
as much of those currencies as they
want at the moment, he said. They
need to find another medium in
which to put their money, and
“they’re putting that money into the
gold market,” Mr. Smith said.

Both currencies were near un-
changed after gold closed.

Larry Young, senior trader with
Infinity Futures, said participants
also bought the metal in a follow-up
to gold’s “nice breakout yesterday.”

Some safe-haven buying was

coming from U.S. jobless and non-
manufacturing sector data suggest-
ing sluggish economic improve-
ment, Mr. Young said.

George Gero, vice president with
RBC Capital Markets Global Fu-
tures, said buying was coming from
funds, as well as participants who
monitor price momentum and some
who were purchasing back previ-
ously sold positions.

“I think this is a continuation
move,” said Adam Klopfenstein, se-
nior market strategist at Lind-Wal-
dock, a division of MF Global.

Silver futures took their cues
from higher gold prices. The pre-
cious metals often trade in the same
direction as investors buy and sell
them for similar reasons.

Silver was “just right in tow,” Mr.
Smith said.

Comex September silver gained
92.8 cents, or more than 6%, to set-
tle at $16.268 an ounce, a new clos-
ing high for the year.

Silver often has bigger price
swings than gold because of its
smaller market and because it is
more widely used for industrial pur-
poses than gold.

Platinum-group metals also fol-
lowed gold higher. Nymex October
platinum rose $23.70 to settle at
$1,253.80 an ounce.
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By Mike Foster

Bank of China Ltd. is seeking
money from international and do-
mestic investors for 24 funds that
will be run by a private bank it estab-
lished in Switzerland, in what could
be one of the first cases of a Chinese
fund manager seeking business in
the West.

Half the funds are investing in eq-
uities and half will invest in bonds,
according to the bank. They will be
managed by BOC (Suisse) Fund Man-
agement, the Geneva-based entity
that Bank of China started in Novem-
ber, and include yuan-denominated
investments in China as well as oth-
ers in global markets.

Each fund will provide a share-
class denominated in yuan to cater
to investors from China who don’t
want to take foreign-exchange risk,
the bank said.

A Bank of China spokesman de-
clined to say how much it wanted to
raise. The bank already manages

$8.5 billion in shares for Chinese in-
vestors in China.

One of the funds will follow a to-
tal-return strategy, in which money
will be allocated across a range of as-
set classes, adjusted over time to ac-
count for market conditions. This
fund will draw on the expertise of
Bank of China specialists in Geneva,
Shanghai and Hong Kong, the bank
said.

The approach is used at Bank of
China’s existing Chinese Equities To-
tal Return fund, which is up 46.6%
through Wednesday and is one of
the 24 funds that is being opened up
to international investors.

According to a statement, the
Bank of China is one of few Chinese
companies to enter the Western
fund-management business. Swit-
zerland was chosen as the base for
fund distribution because the coun-
try’s financial center offers “stabil-
ity, neutrality and expertise.”

 —For more, see
efinancialnews.com.

COMMODITIES
MARKETS
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By John W. Miller

LOUVAIN-LA-NEUVE, Belgium—
Sonia Collin, one of the world’s lead-
ingbeer chemists,has spent a life tink-
ering with recipes, consulting for ev-
erybody from mom-and-pop brewers
to titan Anheuser-Busch InBev NV.

Now, in a lab in Belgium, a hub of
craft brewing where Trappist
monks have been fermenting com-
plex beers for centuries, Ms. Collin
seeks the specialty brewer’s Holy
Grail: great beers that keep their
taste long enough that they can be
shipped, stored and sold around the
world without going bad.

Working with the help of a $1.7 mil-
lion government grant, a team
headed by Ms. Collin hopes to develop
new techniques to prolong the shelf
life of highly perishable craft brews.

All brewers adjust their recipes
according to some degree of chemis-
try knowledge and training. But Ms.
Collin’s work, which will one day be
published, will be closely watched
by brewers around the world.

U.S. brewers say the work
could help them grow their ex-
ports and make inroads into mass-
produced lagers’ dominance of the
domestic market.

“Beer is liquid bread,” says Matt
Brynildson, who runs Firestone
Walker Brewing in California. “It’s
not bulletproof. Like bread or milk
or cheese, it goes bad quickly.”

Shelf life is critical to shipping
any processed food or drink beyond
its home region, a lesson learned by
everybody from Nestlé SA and Coca-
Cola Co. to French cheese makers
and Italian ham producers. Salting
fired the great Atlantic Cod fishing

industry centuries ago. Napoleon’s
armies were the first to boil and can
vegetables for the long haul, say
food historians.

In the late 19th century, pasteur-
ization, which heats liquids to kill
bacteria, made it possible to package
and ship liquids over long distances.
More recently, companies came up
with sealed plastic packaging and
freezing techniques to turn pro-
cessed foods into a global business.

But beer-preservation tech-
niques have lagged behind. Beers
usually lose flavor after less than
three months. Sunlight spoils the fla-
vor by weakening the effect of the
hops, letting a sulfuric, cardboard-

tasting compounds take over the
taste. Fermentation in the bottle
and waste from bacteria can wreak
havoc (though darker beers with
high alcohol are an exception, matur-
ing to produce a port flavor).

Better bottling methods and rig-
orous pasteurization have allowed
big beer companies like Hei-
neken NV and Anheuser to expand
the lives of their beers. But to some
beer enthusiasts, these lagers are
simple and bland-tasting. Craft
beers tend to be more vulnerable,
mostly because there has been
much less work done on how to
make the result of their precise com-
binations of barley, hops, yeast and
sugar last longer. Smaller breweries
tend to focus on selling in their own
neighborhoods, beer experts say.

The Belgian government, search-
ing for ways to boost its homegrown
industries after losing national steel
and financial companies to foreign
owners, has allocated $7 million for
research on extending the shelf life
of foods, including beer. It chose four
family-owned brewers to take part
and assigned researcher Ms. Collin
the job of running the program.

The 46-year-old Ms. Collin
forged her reputation as a top beer
engineer in the 1990s. Interbrew,
then a European brewer that since
has joined up with Brazil’s AmBev
and Anheuser-Busch of the U.S., was
having trouble keeping some of its
most popular beers consistent in
taste for more than three months.

Ms. Collin analyzed how Trans 2
Nonenal, the chemical responsible

for giving older beer a cardboard
taste, behaved in the bottle. She
came up with a solution—drastically
cutting the amount of oxygen let into
the liquid while the ingredients were
mashed and boiled.

Her brewing department at the
University of Louvain-la-Neuve is
one of a handful of institutions of
its kind in Europe. Ms. Collin’s lab-
oratory includes a $250,000 tast-
ing machine that identifies the
chemical components present in a
sample of beer, cases and kegs of
beers for experimentation and a
small brewhouse.

On a recent day, representatives
from the four companies participat-
ing in the program gathered in Ms.
Collin’s lab for a meeting. Paul Lefeb-
vre scribbled notes on a legal pad.
He is the production manager for
Brasserie Lefebvre, one of the four
breweries in the program. Lefebvre
exports only 2% of its $11 million an-
nual sales to the U.S. Mr. Lefebvre
would like to sell more, but he is held
back by the beers’ short shelf life.

Ms. Collin and her colleague,
former Interbrew engineer Laurent
Mélotte, say they already have come
up with some solutions for Mr. Lefeb-
vre and his fellow brewers: look into
using more organic ingredients, ad-
just yeast and oxygen levels and re-
duce the time the beer spends at
high temperatures during the brew-
ing process. “Other answers will
come later,” says Mr. Mélotte.
“We’re looking for gentle ways of
helping these beers to remain identi-
cal more than 12 months.”

Craft beer undergoes a makeover
In a Belgium lab,
researchers test ways
to prolong shelf life

EU cautions on aid to keep Opel plants open

By Peppi Kiviniemi

The European Commission on
Thursday opened an in-depth anti-
trust investigation into Oracle
Corp.’s planned $7.4 billion deal to
buy Sun Microsystems Inc.

“The commission has to examine
very carefully the effects on compe-
tition in Europe when the world’s
leading proprietary database com-
pany proposes to take over the
world’s leading open-source data-
base company,” said Competition
Commissioner Neelie Kroes.

The commission wants to ensure
that customer choice won’t be re-
duced and that customers won’t
face higher prices as a result of the
takeover, she said.

European antitrust clearance is
the last regulatory hurdle standing
in the path of the
U.S. companies’
deal. In the U.S.,
the Justice De-
partment
cleared the deal
without conces-
sions in August
after an ex-
tended investiga-
tion to deter-
mine whether
Sun’s Java pro-
gramming lan-
guage and its licensing rights could
be abused by the new owner.

The in-depth probe gives the Eu-
ropean Commission, the European
Union’s executive arm, four more
months to decide whether it will re-
quire concessions from Oracle. The
deadline for the investigation has
now been set for Jan. 19, but coopera-
tion on concessions could mean a de-
cision will be made earlier.

Any further delay in Oracle’s pur-
chase of Sun would be a problem for
the two U.S. companies. Sun has al-
ready lost customers because of un-
certainty over the merger. But the re-
view doesn’t signal that the EU is an-
gling to block the tie-up. EU anti-
trust regulators frequently launch in-
depth reviews of large or complex
deals, a move that gives staff more
time to examine them and more le-
verage to seek concessions, such as
divestments, from the parties.

A spokeswoman for Sun referred
all questions to Oracle. An Oracle
spokeswoman said the company
had been informed of the deepened
EU probe, but she declined to com-
ment on how it would affect either
the merger or the companies’ data-
base businesses.

The global database market is
concentrated, with Oracle, Interna-
tional Business Machines Corp. and
Microsoft Corp. controlling about
85% of the market in terms of reve-
nue, the commission said.

Oracle makes databases and
other software for corporations,
while Sun makes computer servers
and owns the widely used Java tech-
nology platform and the MySQL open-
source database program. MySQL is
a small player in the database market
and in Sun’s overall business. But
MySQL is expected to become a big-
ger competitor in the software mar-
ket, the commission said. The panel
added that it will investigate Oracle’s
plans to develop MySQL.

California-based Oracle will
want to speed up the clearance pro-
cess to prevent any further losses to
Sun’s market share in high-end cor-
porate servers, analysts said.
 —Ben Worthen and Charles Forelle

contributed to this article.

A researcher tests craft beer at the laboratory in Louvain-La-Neuve, Belgium.

The cromatographe, a tasting machine used by beer chemists in a Belgium
laboratory, allows them to sniff all the aromas of a beer with great precision.
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By John W. Miller

And Marcus Walker

The European Union said Thurs-
day that rules forbidding member
countries from granting aid to indus-
try conditional on keeping local
plants open would apply if General
Motors Co. were to receive Œ1 billion
($1.4 billion) from the U.K., Spain and
Poland to restructure its Opel and
Vauxhall operations.

GM, already in negotiations for
an Opel aid package with the German

government, expects to get the aid
tied to keeping jobs and plants alive
in the three countries, The Wall
Street Journal reported Thursday.

“We still have to see the details,
but you cannot make state aid condi-
tional on localizing an investment in
a particular country,” said European
Commission competition spokes-
man Jonathan Todd.

Earlier this week, the commis-
sion issued a similar warning to Ger-
many. It said that any Opel aid pack-
age couldn’t come with “noncommer-

cial conditions,” such as where a com-
pany must spend government aid.
The commission, the central office of
the 27-nation European Union, has
the authority to order companies to
pay back state aid it judges illegal.

German officials, meanwhile,
warned GM that the country would
withdraw financial support for Opel
if GM decided to keep the division,
rather than selling it as planned.

Chancellor Angela Merkel, who
is widely expected to remain in of-
fice after Germany’s elections on

Sept. 27, is very doubtful about
funding Opel if GM keeps the unit
because of GM’s checkered record
at running the operation, a senior
German official said.

Ms. Merkel will be in a stronger
position after the election to reject
further aid for Opel, the official said.
Germany is confident that other Eu-
ropean governments won’t cut a deal
with GM behind Berlin’s back, the of-
ficial said, because Germany’s loan
of Œ1.5 billion had saved GM factories
outside of Germany from closure.

Neelie Kroes

CORPORATE NEWS

EU regulators
take closer look
at Oracle-Sun
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By Eleanor Laise

A year after a money-market
fund spooked investors by “break-
ing the buck,” Deutsche Bank AG’s
DWS Investments plans to launch a
money fund with a floating share
price.

Unlike conventional money-mar-
ket funds, the proposed DWS Vari-

able NAV Money
Fund will allow its
net asset value, or
NAV, to fluctuate
rather than trying

to maintain a stable $1 share price.
The fund, which will be sold only in
the U.S., will require a $1 million mini-
mum investment, a regulatory filing
said.

The idea of floating money-mar-
ket NAVs has been hotly debated. In
the wake of the Reserve Manage-
ment Co.’s Reserve Primary Fund
falling below $1 last fall, regulators
have searched for ways to make the
$3.6 trillion money-fund industry
more stable.

The Reserve fund’s troubles trig-
gered massive shareholder redemp-
tions from a broad swath of money-
market funds. The Securities and Ex-
change Commission in June pro-

posed tighter regulations on such
funds and asked for comment on
whether funds should have floating
NAVs.

Many in the fund industry are op-
posed to the idea of floating money-
market NAVs, saying the move
would essentially destroy the
money-fund business.

In a comment letter submitted to
the SEC late last month, for exam-
ple, Fidelity Investments said a
floating NAV “will cause significant
shareholder outflows, destabilizing
money market mutual funds and the
overall money markets.”

Simplicity has been a big selling
point for money funds, and a floating
NAV may introduce complexity that
reduces their popularity, critics say.

Deutsche Bank declined to com-
ment specifically on the proposed
fund. The German bank sees variable
NAV money funds simply as another
option for investors, not a replace-
ment for stable-NAV funds, says Joe
Benevento, a managing director at
the bank.

Scrutiny of money-market funds
may intensify in the coming weeks.
The Obama administration’s pro-
posed overhaul of financial regula-
tion, issued in June, called for a re-

port studying the floating NAV issue
and other potential money-market
changes. That report is due Sept. 15.
The Treasury’s money-market fund
guarantee program, instituted amid
last fall’s upheaval to provides a
backstop for shareholders in partici-
pating funds, is to expire Sept. 18.

In a letter to the SEC this week,
Deutsche Bank suggested that float-
ing NAV funds have a starting price of
$10 a share and that they don’t need
to be subject to tighter money-fund
rules recently proposed by the SEC.

Some experts said that aiming
the floating-NAV fund at institu-
tional investors makes sense be-
cause, unlike small investors, bigger
investors may be able to benefit
from information on daily price
movements without becoming
alarmed by the fluctuations.

Critics say a floating NAV could
increase the risk of a run on the
fund. Large investors seeing a NAV
fluctuate by a penny can get jumpy,
says Peter Crane, president of Crane
Data LLC, which tracks the money
markets. “Transparency is not all
it’s cracked up to be,” Mr. Crane
says. “You show people how the sau-
sages are made, and they’re not go-
ing to eat them anymore.”
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Money fund could erase $1 barrier

Investment-bank fees a target
Greenhill considers
joining a campaign
by finance houses

By Margot Patrick

LONDON—Bovis Homes Group
PLC has raised £60 million ($97.6
million) through a placement of
new shares, securing cash to buy
land for development.

The house builder, which said
last week it was seeing more oppor-
tunities to acquire land, said Thurs-
day that it would look to buy resi-
dential land for development
through a combination of its exist-
ing £7 million in net cash, debt and
the new equity, leaving it “well-
placed to drive its business forward
and create value” for its sharehold-
ers.

The company said it would seek
to spread cash expenditures on land
purchases over “a period of time.”

Bovis placed 12.1 million new or-
dinary shares at 500 pence each,
adding 10% to its existing share capi-
tal.

The share placement comes a
month after house-building peer
Bellway PLC raised £44.8 million
through new shares, also with an
eye to adding to its land bank.

The sector could see further capi-
tal raisings for land purchases as
sentiment toward builders im-
proves, said Howard Seymour, an
analyst at Numis Securities.

“This shores Bovis up to have the
firepower to go out there, and it
looks like they are doing it in a fairly
sensible way,” Mr. Seymour said.

Shore Capital took a more nega-
tive view of the move, saying it re-
mained cautious on the medium-
term outlook for the house-building
sector, “given the prospects of ris-
ing unemployment, continuing re-
strictions in the mortgage market
and the prospects of further house
price falls.”

Analysts are divided on the direc-
tion of the U.K. housing market af-
ter a two-year slump. While gross
mortgage lending is on track to hit a
nine-year low of about £145 billion
this year, according to forecasts by
industry body the Council of Mort-
gage Lenders, property-price in-
dexes have recently registered
rises.

Gross mortgage lending in July
was £16 billion, more than one-third
less than a year earlier but a 26% in-
crease from June.

Last week, when reporting a £6.6
million first-half net loss, Bovis said
it expected housing market activity
to remain low in the short term be-
cause of borrowers’ difficulties in
getting mortgages.

Greenhill & Co. is considering
joining a nascent campaign by U.K.
finance houses to put together a syn-
dicate of lenders and undercut the
hefty fees large investment banks
charge for helping companies raise
capital, according to people familiar
with the matter.

John Paynter, who joined Green-
hill earlier this year, has been pro-
moting the idea since his arrival, ac-
cording to people familiar with the
matter. He retired as vice-chairman
of J.P. Morgan Cazenove last year af-
ter 29 years at the company.

Mr. Paynter was unavailable for
comment.

Simon Borrows, co-chief execu-
tive at Greenhill, said, “We have
been used as an independent ad-
viser in quite a number of fund-rais-
ings this year. This initiative is some-
thing we are interested in looking
at.”

Mr. Paynter’s interest follows an

approach by Lazard & Co. and Roths-
child SA to the U.K.’s largest invest-
ment managers to see whether they
might become members of pools of
underwriters for medium-size com-
panies looking to raise capital. The
proposals are at an early stage and
in some cases haven’t gone beyond a
letter looking to gauge interest in
the arrangement.

During the credit crunch, rights
issues have been lucrative for invest-
ment banks across Europe, where
companies are often required to
give their shareholders first refusal
when they raise capital by selling
shares. Investment banks collect
fees in return for handling the logis-
tics of the sale and also for taking on
the risk that the offer isn’t taken up.

The mid-market banks are keen
to erode the market share of their
bigger rivals, whose ability to raise
financing to cover the underwriting
risk has given them a lock on the
market. The big investment banks
have also been charging high fees
for underwriting the share offerings
relative to historic averages, even
though shares are trading at far
lower valuations than they were a
few years ago, thus making the
rights issues less risky for the bank.

Michael McKersie, assistant di-
rector of capital markets at the Asso-

ciation of British Insurers, said that
the fees charged on capital raisings
in the 1990s stood at about 2%, di-
vided among the lead underwriter,
the sub-underwriters and the dis-
tributing brokers; equivalent fees
now range between 3.5% and 5%.

People familiar with the matter
said Lazard and Rothschild have ap-
proached Aviva Investors, Standard
Life, Legal & General, Aegon and
M&G. “These are early days, but pro-
posals have been put together and
responses are being sought,” said a
person familiar with the matter.

All five companies are insurers,
or owned by insurers, so they have
the substantial capital necessary to
underwrite rights issues. Lazard
and Rothschild would take responsi-
bility for providing advisory and
documentation services. Lazard,
Aviva, Standard Life, Legal & Gen-
eral, Aegon and M&G declined to
comment for this story. Rothschild
didn’t return calls for comment.

Lazard and Rothschild have both
in recent years marketed them-
selves to issuers as independent ad-
visers on equity issuers and have ar-
gued that banks working as an un-
derwriter and adviser are inher-
ently conflicted. For their part, in-
vestment banks have argued that
without markets businesses, the
firms can’t advise on the best way to
access the market.

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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EasyJet will downsize in U.K.
Budget airline warns
of further job cuts,
focuses on continent

EasyJet said it was closing some operations in Britain and shifting more activity
to Continental Europe. Above, one of its jets at Krakow airport in June.

Utility RWE lowers Essent’s purchase price

Bharti says bet on India’s rural growth pays off

By Kaveri Niththyananthan

LONDON—EasyJet PLC said
Thursday it will close its East Mid-
lands base in Britain and reduce
its flight program at Luton Air-
port, as the budget carrier warned
of job cuts at other locations.

The airline—which carries
more passengers in continental Eu-
rope than in the U.K.—will instead
move capacity to more-profitable
airports and expects most of its air-
craft to be redeployed to continen-
tal Europe.

Despite the move, easyJet said
its growth target of 7.5% a year re-
mained unchanged as it reported a
4.7% increase in the number of pas-
sengers it carried in August to 4.8
million.

Load factor increased 0.5 per-
centage point to 91.8%.

The company’s decision to
close East Midlands, near Notting-
ham, comes after Ryanair Hold-
ings PLC announced last month it
planned to move part of its
Manchester Airport operations to
East Midlands.

Fellow budget carrier Ryanair
said it carried 6.9 million passen-

gers last month, up 19% from a
year ago, while load factor was flat
at 90%.

EasyJet’s decision to reduce
the flight schedule at Luton—its
largest base—by 20% early in 2010
comes after a dispute over charges
at the airport.

The airline said airport costs at

Luton, about 50 kilometers north
of London, have risen 25% over the
past three years, making the base
“no longer competitive.”

EasyJet opened a formal 90-day
consultation with its crew at Luton
and East Midlands airports on po-
tential job losses. It employs 530 pi-
lots and cabin crew at Luton and
120 staff at East Midlands.

The carrier said it plans to cut
the number of flight crews at Bel-
fast, Bristol, Newcastle and Stan-
sted but that the number of air-
craft will remain the same. It said
it plans to redeploy as many em-
ployees as possible.

Budget carriers keep costs to a
minimum and offer low fares. In
the past two years, easyJet has
been particularly successful at
snapping up takeoff and landing
slots at primary airports that leg-
acy carriers have abandoned.

Slots are usually scarce during
times of growth, but easyJet’s abil-
ity to accumulate slots could indi-
cate that expansion will be smoother
when demand begins to climb.

CORPORATE NEWS GLOBAL
BUSINESS

BRIEFS

By Eric Bellman

MUMBAI—India’s biggest cell-
phone company, Bharti Airtel Ltd.,
says rural demand is still strong de-
spite a global economic downturn
and widespread drought at home.

Sanjay Kapoor, the deputy chief
executive officer of Bharti Airtel,
said climbing demand from new cus-
tomers, most of whom are outside
major cities, is showing few signs of
slowing. Growing consumer de-
mand in rural areas—where about
two-thirds of India’s population still
resides—is a major reason the coun-
try has been able to weather the glo-
bal economic turmoil better than
most countries.

“The growth story is still not
over,” Mr. Kapoor said in an inter-
view. Data on the number of new sub-
scribers and minutes they are talk-
ing on the phone, he said, “are not
suggesting any slowdown.”

Bharti’s optimism is an encourag-
ing sign for those who have bet
heavily on countryside consumers
continuing to thrive. Over the past
year, many Indian and foreign com-
panies marketing everything from
shampoo to refrigerators to motor-
cycles have begun seeding rural ar-
eas with sales offices, hoping to ride
a fresh wave of consumer spending.

Mr. Kapoor said around 56% of
its new customers are from outside
the major cities. He said India’s sub-
scriber base will continue to climb
as only 35% of households have cell-

phones now and around 50% should
be able to afford them. “Rural areas
are still under 20% penetrated, and
that is where a large part of India
lives,” he said.

Bharti Airtel’s profit climbed
24% in the three months ended
June 30 to 25 billion rupees ($510
million) as its revenue rose 17% to
99.42 billion rupees. In terms of
new subscribers, it was Bharti’s
best quarter ever as it added 8.55
million customers.

Still analysts voiced concern
that the average revenue per cus-
tomer has been falling at Bharti as it
reaches out to poorer consumers.
Bharti’s average revenue for wire-
less-services customers slipped 21%
year-to-year to 278 rupees per
month during the quarter.

Joining forces with South Afri-
ca’s MTN Group Ltd. could help im-
prove Bharti’s customer base, ana-
lysts said. Bharti Enterprises, the
parent of Bharti Airtel, is in talks
with South Africa’s largest tele-
com company over a complex $23
billion combination that would cre-
ate one of the 10-largest compa-
nies in the mobile telecommunica-
tions industry.

“Conditions in India are not too
hot right now. They need a way to ex-
pand globally,” said Harit Shah, tele-

communications analyst at Angel
Broking in Mumbai. “The MTN deal
will bring new opportunities and
new markets.”

Mr. Kapoor declined to comment
on negotiations with MTN.

Mr. Kapoor said Bharti is also try-
ing to boost its bottom line through
satellite television. It is trying to le-
verage its presence in rural areas by
offering direct-to-home satellite
television to those that can afford it
in the villages. After launching the
service late last year, Bharti already
has over one million subscribers.

While Mr. Kapoor wouldn’t say
what percentage of its satellite-tele-
vision service subscribers are from
rural areas, he said the company
has been surprised by the demand
from even the smallest villages.
“We believe that wireless is the
right technology to bring entertain-
ment to every nook and corner of
the country,” he said.

Bharti is optimistic that the gov-
ernment will at last finish the bid-
ding process to determine which
wireless companies will be allot-
ted spectrum for third-generation,
or 3G, services. Once it gets ap-
proval, Bharti should be able to
launch the service, which allows
for faster Web surfing through cell-
phones, within six to eight months,
said Mr. Kapoor.

He said there could be huge un-
tapped demand for 3G phone ser-
vice in India, because most Indians
can’t afford computers and are only
able to connect to the Internet
through their phones.

“For the bulk of Indians the first
experience of a phone call was on a
wireless device, and their first ex-
perience for the Internet, we be-
lieve, will also be on a wireless de-
vice,” he said.
 —Sonya Misquitta

contributed to this article.

Hays PLC

Recruiter’s net profit slides,
a difficult 2010 is forecast

Hays PLC, the U.K.’s largest re-
cruiter, posted a 44% drop in profit
and said 2010 would be another dif-
ficult year. It said Continental Euro-
pean markets, which entered the
downturn later than other regions,
continue to experience deteriorat-
ing conditions; it saw initial signs
of stability in the U.K. and Asia-Pa-
cific markets, though no indica-
tions of recovery. Net profit fell to
£105.8 million ($172.2 million) from
£188.2 million. Net fees fell 18% on a
like-for-like basis to £670.8 million.
Recruiters have been hurt in the re-
cession as weakened confidence in
the economy deterred workers
from changing jobs and employers
from hiring, which curbed demand
for staffing specialists.

By Jan Hromadko

FRANKFURT—German utility
RWE AG lowered the purchase price
for its takeover of Dutch peer Essent
NV by Œ950 million ($1.36 billion) af-
ter legal moves barred inclusion of
Essent’s 50% stake in the Nether-
lands’ only nuclear-power plant.

Thedevelopment Thursdayisa set-
back for the German company that, as
Europe’s largest corporate emitter
of carbon dioxide, has pledged to in-
crease its share in nuclear-power
generation and renewable energies.

RWE will set aside the Œ950 mil-
lion as it continues to seek to buy the
stake in the nuclear-power plant, and
Essent appealed the injunction, RWE

spokesman Jan-Peter Schwartz said.
In January, RWE announced its in-

tention to acquire Essent’s produc-
tion and supply operations in a deal
valued at Œ9.3 billion, including Œ1.1
billion of debt. RWE still expects to
close the transaction to take over the
remaining parts of Essent in the third
quarter of 2009, Mr. Schwartz said.

The German utility could secure
the holding in the 512-megawatt EPZ
nuclear power plant at Borssele in
2010 at the earliest, provided a Dutch
court of appeal clears the way, Es-
sent said. It could take years before a
final verdict is reached.

Dutch energy company Delta En-
ergy, owner of the remaining 50% in
EPZ, filed the complaint that led the

court to issue a provisional injunction
in July. The government-owned com-
pany cited Dutch laws, under which
nuclear-power generating assets
must stay in public hands. Until its
deal with RWE, Essent was controlled
by local Dutch government entities.

RWE and Essent previously pro-
posed splitting the 50% stake in the
EPZ reactor: RWE would have
owned the economic interest, while
the legal interest would have re-
mained in public hands, fulfilling
statutes stating a stake in EPZ can
only be held directly or indirectly by
a government-controlled party.

 —Maarten Van Tartwijk in
Amsterdam and Hilde Arends

contributed to this article.
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Boeing Co.

Boeing Co. said its commercial-
jet deliveries slid 22% in August
from a year earlier and orders were
down 11.5% as weaker demand for
air travel forced airlines to cancel
or postpone plans to buy new
planes. The U.S. airplane maker
said it delivered 28 planes last
month and received 32 orders.
Meanwhile, Louis Gallois, chief exec-
utive of Airbus parent European
Aeronautic Defence & Space Co.
said the Boeing rival will supply at
least as many large commercial air-
craft to airline customers this year
as the 483 it delivered in 2008.
“We’ve always said we’d deliver at
least as many as in 2008, which
probably means a little bit more
maybe,” Mr. Gallois told reporters.
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National Express PLC

A consortium led by CVC Capital
Partners Ltd. Thursday increased its
indicative offer for National Express
PLC by 11%, valuing the struggling
U.K. transport operator at £765 mil-
lion ($1.25 billion). The 500 pence-a-
share offer, which CVC said was final,
followed the rejection Friday of an al-
ready sweetened bid of 450 pence a
share, or £688.5 million. National Ex-
press was evaluating CVC’s offer. Na-
tional Express accumulated debts of
about £1 billion in an acquisition
spree. CVC, which is bidding with the
Cosmen family, National Express’s
largest shareholder with an 18.7%
stake, said its offer “wasn’t expected
to be conditional” on retention of the
East Anglia and c2c rail franchises,
reversing earlier demands.

Elbit Systems Ltd.

Norway’s Finance Ministry said
it has excluded Israel’s Elbit Sys-
tems Ltd. from the country’s global
pension-fund portfolio because of
ethical concerns. The Israeli com-
pany supplies surveillance gear
used to monitor the Israeli wall cor-
doning off the West Bank. The minis-
try said the surveillance system is
one of the main components of the
separation barrier. The company de-
clined to comment. “We do not wish
to fund companies that so directly
contribute to violations of interna-
tional humanitarian law,” said Fi-
nance Minister Kristin Halvorsen.
The pension fund, which holds Nor-
way’s excess oil wealth for use by fu-
ture generations, has already sold
all of its shares in Elbit.

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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Options trading garners more fans than ever
Investors seek income,
try to mitigate risk,
or just speculate

Lloyds nears move to cut
government insurance

By Jeff D. Opdyke

Most investors are hoping stock
prices push higher. The short-sell-
ers want stocks to sink lower. And
then there is Marlene Sackheim: She
hopes the market goes nowhere.

The 57-year-old chief financial of-
ficer of her husband’s pain-manage-

ment clinic in Pensa-
cola, Fla., trades op-
tions for herself
and other family
members. Her pre-

ferred strategy—colorfully dubbed a
naked strangle—rakes in the money
when the Standard & Poor’s
500-stock index has no big swings.
That has been tough in a year when
stocks first tumbled and then
soared. Still, by constantly adjusting
her positions, Ms. Sackheim says she
is “having a great year so far.”

Whether seeking income, miti-
gating risk or just speculating on
price movements, investors are trad-
ing options in record numbers these
days. The Chicago Board Options Ex-
change set a record for August. Cu-
mulative volume on the nation’s
seven options exchanges hit 2.4 bil-
lion contracts by the end of August,
2% higher than for the first eight
months of 2008.

Of course, professional money

managers account for much of the
volume. But Charles Schwab Corp.
found in a July survey that 47% of its
“active” investors regularly trade
options these days, up seven per-
centage points from last summer.
The number of investors attending
Schwab’s options-trading seminars
“has grown dramatically this year,”
says Randy Frederick, Schwab’s di-
rector of trading and derivatives. He
has hosted seminars in more than
40 cities this year.

Options trading can be risky. De-
pending on what side of the trade
you are on, an option involves the
right or obligation to buy or sell a

stock or index at a certain price on or
before a certain date. In the most con-
servative strategies, the most an in-
vestor can lose is the price of a con-
tract, often just a few dollars. At their
most speculative, options can leave
investors exposed to huge losses.

Some options strategies work
best in up markets, others in down.
And some work best when markets
go sideways. Bet wrong and you can
lose big. Options traders who were
betting on market stability earlier
this year, “incurred some big losses”
in the volatility of late February and
March, says Jim Bittman, a senior in-
structor at the Chicago Board Op-

tions Exchange’s Options Institute. In
a two-week stretch, stocks fell more
than 16%, only to rise 17% days later.

Stephen Figlewski, a finance pro-
fessor at New York University, for-
merly traded options professionally
and enjoyed it. But he adds: “I’m not
sure I’m any better off than having
put money in a Vanguard index fund.
Lots of strategies seem smart, and
people can make money at it for
years. But then suddenly the year
their strategy fails, they lose every-
thing they made before—and more.”

Many of the most popular op-
tions strategies today are focused
on generating income. Investors sell

options contracts to other investors
and collect premiums in return. If
the contract expires worthless—
and 30% of all options contracts do—
the seller keeps the premium. If the
contracts end up “in the money,” the
seller of the option is obligated to
buy or sell the underlying shares at
a predetermined price.

A popular strategy is selling cov-
ered calls. Mike Pera, a 65-year-old
retiree in Eagle River, Wis., does
that regularly by selling call options
on stock he already owns. Selling a
call is an obligation to sell shares at
a certain price until a certain date.

Recently, Mr. Pera owned U.S.
Steel Corp. at $27 a share and sold
call options obligating him to sell
those shares at $30 several weeks
into the future. He received a pre-
mium of 50 cents per share, or $50
for each 100-share contract. U.S.
Steel closed below $30 at expira-
tion, and the options were never ex-
ercised. Mr. Pera pocketed the pre-
mium and immediately sold more
calls, bringing in additional money.

“I’m not comfortable with the
rapid ascent of stocks since March,
so selling calls is a stream of income
in a market that’s really in flux,” he
says. But he faces a risk selling calls
into a market rally.

Had U.S. Steel jumped to $40 a
share, Mr. Pera’s profit would have
been limited to $3.50 a share—the
$3 price gain from $27 plus the
50-cent premium for selling the call.
But he would have missed out on an
extra $9.50 in potential gains be-
cause he sold his shares.

The naked strangle | A risky options strategy betting on price ranges
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Qualcomm 
shares, which you 
don’t own, are 
trading at $45.25. 

1) You sell “calls” at a strike 
price of $50. You earn 60 
cents per share for selling 
these calls.

If Qualcomm surges, you 
must buy shares at $60 
and sell them at $50. You 
lose $10 a share. But ...

In any case, you keep the 
$1.14 per share in combined 
premiums, even if the price 
remains in the range and 
the contracts expire.

If Qualcomm plunges, you 
must buy $30 shares for 
$40. Once again you lose 
$10 a share.

2) Simultaneously, you sell 
“puts” with a strike price of 
$40. You earn 54 cents per 
share for selling these puts.

MONEY & INVESTING

OPTIONS
REPORT

By Sara Schaefer Muñoz

LONDON—Lloyds Banking
Group PLC is moving closer to pro-
ceeding with a plan to reduce its par-
ticipation in a U.K. government as-
set-insurance program and instead
raise capital from existing inves-
tors, according to people familiar
with the matter.

If Lloyds goes ahead, it would rep-
resent a bold step by the bank’s be-
leaguered leadership to partially ex-
tricate itself from U.K. government
assistance that, just a few months
ago, was seen as crucial to its sur-
vival. But it would also be a gamble
that investors are ready to line up be-
hind the bank again.

Badly hobbled by its ill-fated ac-
quisition of U.K. lender HBOS PLC at
the height of the financial crisis last
fall, Lloyds in March reached a deal
to participate in a U.K. treasury pro-
gram in which the government is of-
fering insurance on about £250 bil-
lion ($407 billion) of the bank’s bad
assets, mostly in portfolios acquired
with HBOS. The insurance is aimed
at putting a lid on losses but re-
quired Lloyds to pay a big fee and sur-
render a majority stake to the state.

As Lloyds and the government ne-
gotiated the details in recent months,
Lloyds’s view has changed. According
to a person familiar with the matter,
the bank is “stress-testing” a scenario
in which it would reduce the amount
of assets it had planned to insure with
the government. Reducing the
amount of assets would decrease the
fee that Lloyds has to pay the govern-
ment for the insurance and would re-
duce the amount of control the U.K.

would hold in the bank.
If Lloyds doesn’t participate in the

insurance plan, it would have to raise
capital elsewhere to meet require-
ments and have an adequate buffer
against future losses. The bank is con-
sidering doing so by raising money
from existing investors in a so-called
rights issue, people familiar with the
matter said, and has been attempting
to gauge investor sentiment.

A Lloyds spokesman declined to
comment. A treasury spokesman
didn’t return several phone calls
seeking comment.

Partially pulling out of the insur-
ance plan could also shore up share-
holder support for Lloyds Chief Execu-
tive Eric Daniels. Lately Lloyds has
said its outlook is brightening. Last
month, Mr. Daniels said the bank’s
loan-impairment charges have
peaked and suggested that the gov-
ernment’s asset-insurance may not
be necessary.

An announcement could come as
early as next week, a person close to
the matter said.

According to a scenario put forth
by Credit Suisse analysts in a report is-
sued Thursday, Lloyds could halve the
amount of assets it originally planned
to insure, to £130 billion, and reduce
the fee by about 35% to £10 billion.

By shrinking the pool of assets it
would insure, the potential govern-
ment ownership in the bank would
also fall, to 55%, the analysts said.
Under the current agreement, it
could rise above 60%.

If the bank raised £6 billion from
investors, it could shore up its capital
sufficiently without full participa-
tion in the asset-insurance plan, the
Credit Suisse analysts estimated.
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U.S. political clock ticks on Afghanistan
Obama team has limited time to convince Washington a new strategy is in place and that it will move fast enough

U.S., Israel grow more upbeat on Palestinian peace talks

ECONOMY & POLITICS

By Gerald F. Seib

Washington is about to become
fixated on a number: the number of
troops President Barack Obama
wants to add in Afghanistan.

And that’s appropriate, as far as it
goes. Each American deployed, after
all, represents a life put on the line.

But there are two other questions
perhaps more important to the
Obama administration’s effort to re-

vive America’s for-
tunes in Afghani-
stan. The first: Can
the administration
convince Washing-

ton that a significantly different strat-
egy already is in place? And second,
is the timeline for that strategy fast
enough that it will show progress be-
fore political support collapses?

If the answers to those two ques-
tions are positive, the level of Ameri-
can troops will become secondary. If
the answers are no, the administra-
tion, by the middle of next year, will
find it hard to sustain support for
troops at any level.

The lesson of the troop surge in
Iraq applies here: Concern about an
abstract troop count dominates
when the strategy isn’t working.
Conversely, that concern can fade
rapidly when there is a sense that
the strategy is working. Put another
way, concern about troop levels is a
sign of a deeper problem.

As that suggests, the perception
of the American effort that takes hold
in Washington in the next few weeks
is crucial. The tendency now is for
Americans to see Afghanistan with a
combination of weariness and wari-
ness: weariness because the fight the
U.S. and its allies are waging has, in
some form, been under way for eight
years; wariness because of a growing
sense that the longstanding Ameri-
can goal of constructing a stable and
effective Afghan central government
that can keep Islamic militants in
check is simply not achievable.

To battle those problems, the
Obama administration will have to
foster the sense that what is evolv-
ing isn’t another turn of the screw
but a wholly fresh start. That effort
began when Mr. Obama in February
approved sending 21,000 additional
troops, raising the total to 68,000,
and continued when he changed com-

manders and Defense Secretary Rob-
ert Gates ordered up a new strategy.

That new strategy embodied a
crucial shift: It fundamentally
moved the war effort away from sim-
ply trying to hunt down and kill Tali-
ban and al Qaeda fighters, and in-
stead toward protecting the civilian
population from Islamic extremists,
in the process winning their alle-
giance for the effort and for the frag-
ile Afghan government that is the
West’s partner in the undertaking.

Mr. Gates stressed Thursday that
this new strategy isn’t coming but al-
ready is in place. This week, his new
commander, Gen. Stanley McChrys-
tal, offered an assessment of the chal-
lenges still standing in the way. The
final step comes when Gen. McChrys-
tal declares by month’s end how
many additional troops he thinks he
needs to carry it out. Gen. McChrys-

tal will argue that more troops are
necessary, not just to carry out the
strategy, but, crucially, to train a big-
ger and more effective Afghan army.

Pentagon and administration
leaders alike argue that this does rep-
resent a fresh start because Afghani-
stan was starved of troops, funds and
serious policy attention for much of
the past eight years. “We’ve badly re-
sourced this for so long,” Adm. Mike
Mullen, chairman of the Joint Chiefs
of Staff, said in an interview. “It’s a
very complex engagement, and now
it’s a civilian and a military strategy.”

In fact, “underresourced” is the
phrase of the hour when it comes to
Afghanistan, repeated by military of-
ficials and outside advisers to sum-
marize why they think things have
slid backward. It means, in a nut-
shell, that in focusing on the war in
Iraq, the U.S. has substantially short-

changed the fight in Afghanistan, in
both manpower and money.

Anthony Cordesman and Erin
Fitzgerald, at the Center for Strate-
gic and International Studies, have
just published a study that attempts
to quantify the “underresourced” as-
sertion. (Mr. Cordesman’s observa-
tions are far more than casual; he was
part of a team that helped Gen. Mc-
Chrystal in his just-completed assess-
ment of strategy in Afghanistan.)

The CSIS report chronicles the ex-
tent to which resources flowed to Iraq
at the expense of Afghanistan since
2001. Its blunt conclusion: “In the
case of the Afghan War, the United
States underfunded the conflict to
the point where it risked defeat.” It
was only in the past year, the report
says, “some seven years after the war
in Afghanistan became a major U.S.
strategic commitment, when the U.S.

began to fund the war seriously.”
Significantly, the White House

has picked up precisely this theme.
“We underresourced Afghanistan
for the better part of a decade, OK?”
White House spokesman Robert
Gibbs said to reporters this week.

The question now is whether it is
too late, in political terms, to convince
the country that a fresh and promis-
ing start is possible. The administra-
tion probably gets one chance to do
so. Officials see some positive signs:
They think the Afghan populace is
showing it doesn’t like the Taliban and
that allies with troops in Afghanistan
are resisting the urge to cut and run.

The flip side: Obama aides thought
when they took office that they had
perhaps a year and a half to show
progress in Afghanistan before politi-
cal support faced serious jeopardy. On
that count, the clock is running.

Israeli Prime Minister Benjamin Netanyahu, left, and U.S. envoy George Mitchell
tried last week in London to move toward an agreement.
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U.S. marine walks through a village 
during a patrol in Delaram, Afghanistan.

By Jay Solomon

And Charles Levinson

WASHINGTON—Optimism is
growing within the U.S. and Israeli
governments that direct peace talks
between Prime Minister Benjamin
Netanyahu’s government and the
Palestinian Authority could begin as
early as this fall, said diplomats in-
volved in the process.

Negotiations between the U.S.
and Israel over freezing Israel’s set-
tlements in Palestinian territories
remain contentious, and it isn’t cer-
tain a compromise will emerge that
will allow the three parties and Isra-
el’s Arab neighbors to move forward
on other issues.

But advances in those talks are
feeding hopes that President Barack
Obama could meet this month with
Israeli Prime Minister Netanyahu

and Palestinian Authority President
Mahmoud Abbas on the sidelines of
the U.N. General Assembly in New
York, diplomats said. The three men
could then announce the resump-
tion of direct Israeli-Palestinian
peace talks brokered by the U.S.,
said U.S. and Israeli officials.

Such a move would help the U.S.
in its effort to build international con-
sensus on isolating Iran over its nu-
clear program. Mr. Obama set a late
September deadline for Tehran to re-
spond to U.S. offers for direct talks
over the nuclear issue, and some
Arab governments have expressed re-
luctance to cooperate with the West
on that front without some move-
ment toward the establishment of an
independent Palestinian state.

U.S. diplomats and members of
the United Nations Security Coun-
cil, plus Germany, met in Frankfurt

on Wednesday to discuss Iran. Par-
ticipants in the talks said Tehran has
yet to respond concretely to the in-
ternational community’s offer, de-
spite conflicting statements in the
Iranian media.

Iranian news outlets reported
Wednesday that Mr. Obama sent a
second letter to Iran’s Supreme
Leader Ayatollah Ali Khamanei in a
bid to open direct Iran-U.S. negotia-
tions, which the White House nei-
ther confirmed nor denied.

“We share with the Obama admin-
istration the appreciation of the need
to resume negotiations with the Pales-
tinians so that we can intensify our fo-
cus on the main threat facing the Mid-
dle East and the world—which is the
threat of Iran,” Israel’s new ambassa-
dor to the U.S, Michael Oren, said in
an interview. “We’re hopeful that we
can resume talks this fall,” he said.
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Academic is named head
of Ireland’s central bank

Short selling of BA increases
Stock has surged
since middle of July,
outpacing rivals

By Paul Hannon

Irish Minister of Finance Brian
Lenihan named economist Patrick
Honohan to become governor of the
Central Bank of Ireland when John
Hurley retires on Sept. 25.

The move to name an academic
marks a break with tradition, since
the post of governor usually goes to
the senior civil servant at the Minis-
try of Finance. The appointment of
Mr. Honohan signals a new indepen-
dence for the central bank and
marks an attempt to restore confi-
dence in an institution that failed to
curb a credit and housing boom, the
collapse of which has left the Irish
economy facing the sharpest down-
turn in the nation’s history.

Mr. Honohan, a professor of eco-
nomics at Trinity College Dublin,
will have a seat on the governing
council of the European Central
Bank, and therefore have a say in
setting interest rates for the
world’s second-largest economy.

“Professor Patrick Honohan is
highly regarded internationally as
an expert on banking and financial
systems,” Mr. Lenihan said. “His ex-
perience in the various positions he
has held during his career … will be
of enormous value to him in work-
ing through the difficulties which
the Irish financial system faces.”

Mr. Honohan became professor
of international financial econom-
ics at Trinity College in 2007, hav-
ing previously spent a decade at the
World Bank as a senior adviser on fi-
nancial-sector policy.

Mr. Honohan’s appointment
marks a return to the central bank,
where he worked as an economist
from 1976 to 1981, and again from
1982 to 1984.

The Irish economy was the first
of the nation’s that use the euro to
enter recession and has suffered
the largest decline in gross domes-
tic product, or the total value of
good and services produced in a na-
tion. In the first quarter, GDP fell
8.4% from a year earlier, compared
with a 4.9% drop for the euro zone.
Ireland has yet to release GDP fig-
ures for the second quarter.

Ireland’s banks have been partic-
ularly hard hit by the global finan-
cial crisis, and more directly by a
collapse in the property market.
The banks had made big loans to

property developers, and many of
those loans are unlikely to be re-
paid.

The Irish government has
stepped in to bail out the banking
system. It injected Œ3.5 billion ($5
billion) into Bank of Ireland and Al-
lied Irish Banks PLC in return for
25% stakes in each bank. It national-
ized Anglo Irish Bank after a series
of scandals at the corporate lender.

In April, the government an-
nounced a much awaited National
Asset Management Agency to take
over bad debts from banks. The
agency will take Œ80 billion to Œ90
billion off banks’ books in an effort
to free up lines of credit.

In comments made at a confer-
ence in July, Mr. Honohan said stabi-
lizing the banking system isn’t go-
ing to cure all of Ireland’s economic
woes. “Fixing Irish banks is not go-
ing to solve all our problems. The
collapse in the public finances—
and the knock-on effect of that in
compressing domestic demand—
will still be a factor as will the down-
turn in economic demand,” he said,
according to a report by RTE, the
state-owned broadcaster.

Partly as a consequence of its ef-
forts to bail out the banking system,
the government’s debt has soared.
It has responded by raising income
and other taxes, a move that is
likely to damp consumer spending.

MONEY & INVESTING

Finance Minister Brian Lenihan at the
announcement of Patrick Honohan as
governor of Ireland’s central bank.

By David Gauthier-Villars

PARIS—A French prosecutor rec-
ommended Thursday that a judge not
charge Total SA Chief Executive Chris-
tophe de Margerie for alleged bribery
of foreign civil servants in Iraq.

Investigative magistrates in
charge of the case can follow the pros-
ecutor’s recommendation or decide
that the CEO of the French oil com-
pany must face trial. The prosecutor’s
view makes it unlikely that a case will
be brought against Mr. de Margerie.

The probe had threatened to tar-
nish the reputation of Mr. de Mar-
gerie, who has denied any wrongdo-
ing, and that of Total, one of the
world’s largest nonstate oil compa-
nies.

In October 2006, Mr. de Margerie
was placed under formal investiga-
tion in connection with a protracted

French probe into violations of the
United Nations-sponsored oil-for-
food program for Iraq. A U.N. investi-
gation found the program riddled
with corruption. In the late 1990s,
Iraq, while under sanctions, was al-
lowed to sell oil on the world market
in exchange for food and other human-
itarian needs. French investigators
have said they suspected Total made
illegal payments through intermedi-
aries to Iraqi officials to secure the
oil. Total has denied wrongdoing.

A lawyer for Mr. de Margerie said
Thursday that he had been informed
of the prosecutor’s recommendation.
He declined to comment further.

The Paris prosecutor also recom-
mended that no charges be pressed
against other Total managers who
were under investigation as part of
the probe into the oil-for-food pro-
gram.

French prosecutor recommends
that Total CEO not be charged

By Kaveri Niththyananthan

LONDON—Short sellers have in-
creased their interest in British Air-
ways PLC in recent weeks, an indica-
tion that investors expect the share
price to fall.

The amount of the U.K. flag carri-
er’s outstanding shares that have
been borrowed has climbed to 15%
from 5% in mid-July, Data Explorers
said Wednesday. Data Explorers,
which provides quantitative mea-
surement of securities lending, per-
formance and risk, said British Air-
ways was the second most-bor-
rowed stock among FTSE 100 compo-
nents behind only property company
Liberty International PLC, which
tops the list for technical reasons.

Short sellers borrow securities
from a broker to sell in the hope they
make money by buying an equal num-
ber of shares later at a lower price to
replace the borrowed securities.

British Airways’ shares have
gained 43% since July 15. The Dow
Jones Euro Stoxx 50, the Stoxx 600
and the Stoxx Europe travel-and-lei-
sure-sector index are all up 10% over
that period. On Thursday, BA gained
1.4% to 184 pence ($3) in London.

Since July 15, the share prices of
most other big airlines have climbed,
but not as much as BA’s shares. Air
France-KLM shares have increased

16%, while Deutsche Lufthansa AG
has risen 18% and easyJet PLC has
gained 9.7%. Ryanair Holdings PLC,
Europe’s largest carrier by volume,
however, has fallen 6.9%.

Hedge funds may be betting that
BA’s run will reverse, said Douglas
McNeill, an analyst at Astaire Securi-
ties. He said, however, that he is con-
fident the worst is nearly over for
BA, if it isn’t already, with business
volumes set to improve. He has a 200
pence target price on BA’s shares.

The aviation sector has been hit
hard by the economic downturn,
with traffic numbers declining and
sales of lucrative premium tickets
falling. But airlines have been taking
action to cut capacity and shore up
their liquidity to weather the down-
turn. Reduced fares also have also at-
tracted consumers back onto planes.

On Thursday, BA said traffic, mea-
sured in revenue passenger kilome-
ters, fell 0.7% from a year earlier in
August, while the number of passen-
gers it carried was down 1.7% to 3.2
million. Premium traffic, the airline’s
main profit driver, dropped 11.9%,
while nonpremium traffic up 1.3%.

BA is attractive for short sellers
because of the high level of liquidity
of its stock compared with its peers,
said Jonathan Wober, co-head of
transport sector research at Société
Générale. Greater liquidity allows in-
vestors to buy or sell quickly.

Mr. Wober said there is still ex-
cess capacity in the airline market
and stronger traffic figures would
be deceptive because they were
achieved through lower fares and
didn’t necessarily increase the com-

pany’s profitability.
Other factors likely to influence

BA’s share price include the actuar-
ial review of its pension plan, due in
the autumn. An accounting valua-
tion in March estimated it was at
least £2.94 billion in deficit.

Bythe end of October, BA also is ex-
pecting a decision on antitrust immu-
nity that it is seeking alongside AMR
Corp.’s American Airlines and Spain’s
Iberia Líneas Aéreas de España SA.

An unfavorable pension review
or failure to win antitrust immunity
would be a blow to BA and likely
hurt the shares.

George Stinnes, BA’s treasurer
and head of investor relations, said
any increase in the amount of bor-
rowed BA shares was probably due to
the recent strong run of the stock.

Meanwhile, Moody’s Investors
Service on Thursday downgraded
Lufthansa’s credit rating to “junk” sta-
tus as the German carrier finalized its
acquisition ofstruggling Austrian Air-
lines AG and said it would pursue fur-
ther cost cuts.

Moody’s cut Lufthansa’s credit rat-
ing to Ba1, sayingthe company’s finan-
cial performance was under pressure
from the deal and “very weak market
conditions.” A week ago, Standard &
Poor’s cut Lufthansa’s rating to the
brink of junk. Moody’s, however, said
it expected Lufthansa to improve
the Austrian carrier’s performance
in the long term and noted the Ger-
man airline’s strong liquidity contin-
ued to support its rating.

—Flemming E. Hansen in
Vienna and Erin Fines in Frank-
furt contributed to this article.
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Paramilitary police in riot gear block a road at the center of Urumqi, a northwestern Chinese city affected by deadly ethnic
riots earlier this year.

Hatoyama tells Obama
U.S. is still a vital ally

By Gordon Fairclough

SHANGHAI — Authorities
stepped up already heavy security in
Urumqi—the northwestern Chinese
citytornbydeadlyethnicriotsinJuly—
after thousands of protesters took to
the streets Thursday criticizing the
governmentforfailingtoprotectpeo-
ple after a recent spate of attacks by
assailants wielding syringes.

The demonstrators, who began
gathering early Thursday, were
members of China’s majority Han
ethnic group, Han witnesses said.
They said the crowds were peaceful—
and shouted for the removal of the
region’s powerful Communist Party
secretary, Wang Lequan.

“There are people everywhere,”
said one woman working near the
city’s central People’s Square ear-
lier Thursday. “They are chanting:
‘Down with Wang Lequan.’ ”

A brief report by the state-run
Xinhua news agency late Thursday
said “tens of thousands of people”
had taken part in demonstrations at
several locations in the city. “The
overall situation is now calming,”
said the report.

A separate Xinhua report said po-
lice closed main roads in the center of
the city late Thursday, citing cell-
phone text messages sent out by the
government. The report said the pro-
tests had crippled traffic in Urumqi
and forced shops to close. Xinhua
didn’t report any violence or injuries.

The demonstrations were an un-
usual public challenge at a sensitive
time for China’s political leadership,
which has tightened security across
the country ahead of celebrations
for the 60th anniversary of Chinese
Communist Party rule on Oct. 1.

Tensions have remained high in
Urumqi, capital of China’s Xinjiang
region, since the July riots, which
left nearly 200 people dead and
more than 1,600 injured in the coun-
try’s worst episode of ethnic vio-
lence in decades. The bloodshed be-
gan when Turkic-speaking and pre-
dominantly Muslim ethnic Uighurs
went on a rampage against Han Chi-
nese, killing more than 130. Revenge
attacks by Han followed.

Thursday’sprotestsshow theper-
ils of authorities’ efforts to straddle
the ethnic divide. Officials need to
persuade Han Chinese they are be-
ing tough on Uighur law breakers
and adequately protecting Haninter-
ests, while at the same time trying
not to further alienate Uighurs,
many of whom feel they are victims
of discrimination. The danger is that

if Han people feel abandoned by the
security forces, they could resort to
vigilantism, which in turn could pro-
voke retaliation from Uighurs.

Mr. Wang, the Xinjiang party
chief and effectively the region’s
highest-ranking official, is viewed
by foreign human-rights groups as
an advocate of hard-line policies to-
ward China’s ethnic minorities. The
protests indicate that for at least
some Han, worried about their
safety, his approach isn’t tough
enough. But there is little prospect
that authorities in Beijing will bow
to the demands of the crowd and re-
move Mr. Wang.

Government officials have
sought to paint a picture of return-
ing normalcy, touting an interna-
tional trade fair that opened in
Urumqi this week. And President Hu

Jintao visited the region at the end
of August, exhorting local leaders to
build a “prosperous and harmoni-
ous socialist” Xinjiang.

But large numbers of paramili-
tary People’s Armed Police remain
deployed in Urumqi, a city of 2.4 mil-
lion. Police were stationed at
Urumqi schools when they re-
opened for classes after summer va-
cation this week. The city’s Han and
Uighur communities remain deeply
distrustful of each other.

The trigger for this week’s Han
demonstrations—there was also a
smaller protest Wednesday—was a
series of stabbings involving sy-
ringes, residents said. Rumors
swept the city that the attacks were
by Uighurs trying to infect Han Chi-
nese with HIV, the virus that causes
AIDS, they said.

Fresh protests erupt in Urumqi
China boosts security
as demonstrators
cite lack of protection

ECONOMY & POLITICS

By Stephen Bell

PERTH, Australia—Foreign Min-
ister Stephen Smith said short-term
difficulties in Australia’s relation-
ship with China won’t affect long-
term trade between the two.

Mr. Smith said Thursday that the
problems include the detention in
China of Rio Tinto executive and
Australian citizen Stern Hu. Austra-
lian officials continue to make repre-
sentations to Chinese authorities
that Mr. Hu’s case should be dealt
with “expeditiously,” he said.

But he added that “the long-
term beneficial nature of the rela-
tionship both to China and Austra-
lia will in the end prevail over any of
the difficulties.”

Mr. Hu, the head of Rio Tinto’s
iron-ore marketing unit in China,
was arrested in Shanghai in July
with three other employees of the
mining company. They face
charges of bribery and infringing
on trade secrets.

Joerg Wuttke, president of the
European Union Chamber of Com-
merce in China, said Wednesday
that the chamber’s member firms
remain concerned about the
opaque manner in which the gov-
ernment is handling the Rio Tinto
investigation.

Jiang Yu, spokeswoman for Chi-
na’s Ministry of Foreign Affairs, said
Thursday that China will deal with
the Rio Tinto case according to Chi-
nese law and a China-Australia con-
sular agreement. She said China’s ac-
tions are “to safeguard the rule of
law and create a sound and fair com-
mercial environment, which is in
the long-term interest of foreign
companies in China.”

Ms. Jiang, who was speaking at a
regular news briefing, reiterated
that sound bilateral ties are in the
fundamental interest of both China
and Australia.

Australia says
ties with China
remain steadfast

By Alison Tudor

And Yuka Hayashi

TOKYO—Japan’s next prime min-
ister, Yukio Hatoyama, moved to as-
sure the U.S. that their relationship
remains strong, playing down earlier
signals that his new government will
set a new course with its most impor-
tant ally.

Mr. Hatoyama, who will take of-
fice on Sept. 16, and U.S. President
Barack Obama spoke by phone Thurs-
day morning Japan time, agreeing to
build an “even more effective rela-
tionship,” the White House said. Mr.
Hatoyama said afterward that he had
assured Mr. Obama the U.S.-Japan al-
liance is the “foundation” of Japan’s
foreign policy.

Mr. Hatoyama’s Democratic
Party of Japan swept into power in a
landslide election victory Sunday on
a platform that included a pledge to
rethink Japan’s traditional depen-
dence on Washington.

In a meeting Thursday with U.S.
Ambassador John Roos, Mr.
Hatoyama stressed the importance
of the U.S.-Japanese alliance. “The
Japan-U.S. alliance is the axis of Ja-
pan’s foreign policies,” Mr.
Hatoyama told Mr. Roos during the

meeting, according to the DPJ lead-
er’s office.

Many observers of U.S.-Japan re-
lations don’t expect major changes
but see the potential for subtle
shifts. “We’ve got an unparalleled
opportunity here for the U.S. and Ja-
pan to sit down and freshen up their
alliance within the framework of the
old,” said Walter Mondale, the
former U.S. vice president, who was
an ambassador to Japan during the
Clinton administration. As Mr.
Hatoyama prepares to take office,
Washington faces the challenge of
cultivating fresh ties with the un-
tested DPJ after over five decades
of dealing with the Liberal Demo-
cratic Party, a staunch ally with
conservative policies.

The DPJ has kept the U.S. on alert
with its proposals to renegotiate the
terms of the U.S. military presence
in Japan and to discontinue Japan’s
refueling of U.S. warships in the In-
dian Ocean to support the war in Af-
ghanistan. In its campaign policy
pledge, the party said it would seek
a “close and equal” relationship
with the U.S., a statement largely in-
terpreted as a desire to reduce Ja-
pan’s reliance on their bilateral secu-
rity alliance.
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sion fund in Europe created solely
to pay retirement benefits. ABP’s
funding level fell from 132% at the
end of June 2008 to 90% at the end
of last year.

In March, ABP lodged a recovery
plan with the country’s central
bank, in compliance with Dutch
rules. The plan, to be implemented
in stages, aimed to reduce risk in
the investment portfolio and tem-
porarily increase members’ contri-
butions by 3%.

As part of the recovery plan, the
pension plan said it would reduce
its bond holdings overall and cut in-
vestments in government debt, be-
cause they weren’t providing re-
turns comparable with corporate
debt.

At the end of June, ABP was 98%
funded, well head if the 93% it had
targeted for that time, after earn-
ing a 4.5% return on investments in
the first six months of the year and
seeing a reduction in its liabilities.
Even so, ABP’s bosses warned that
the road to its goal of 135% funding
wouldn’t be an easy one, because of
continued market volatility.

But the clement market condi-
tions haven’t been enough for some
trouble-hit funds. Oil giant Royal
Dutch Shell pumped in Œ2 billion in
rescue payments to its Dutch pen-
sion fund during the second quar-

ter as it recovered to the 105% mini-
mum funding level on June 30.

In a statement published at its
website, Shell’s pension plan board
told its members: “Even for a large
concern as Shell these are enor-
mous sums of money. By way of
comparison: Œ2 billion equals more
than twice the fixed annual sala-
ries, or the pension contribution ba-
sis, of the participants in the pen-
sion scheme.”

The Shell fund isn’t alone in hav-
ing needed help at a time when
Dutch companies are reeling from
high pensions costs, Hewitt said.
The country’s Labour Foundation,
or Stichting van de Arbeid—a con-
sultative forum run by the three
principal employers’ associations
and the three main trade unions—is
holding talks from mid-August to
examine the “sustainability of the
Dutch pensions system”.

The country’s politicians also
are rethinking pensions. Piet Hein
Donner, minister for social affairs
and employment, at the end of July
appointed a series of academics
and pensions experts to two com-
mittees that are studying ways to
‘future-proof’ pensions against any
further crises and the generally age-
ing population. They will report
back by January.

Mr. Donner also is looking into
the discount rate is used to calcu-

late the health of a pension plan.
Pension plans now calculate the
value of their future liabilities by us-
ing the yield on interest-rate
swaps. Disruptions in this market
last December were a key reason
that solvency levels appeared so
poor. Some commentators, such as
consultant Anton van Nunen and
the academic Piet Duffhues, want
this changed.

“The rate of safe government
bonds is still higher than the yield
curve that the funds must use,” said
Hewitt. “The difference even
slightly widened further in August.
When using this alternative inter-
est rate, the average funding level
is a further five percentage points
higher.”

As well as political reform,
those in the industry know they
have to contend with continued
market volatility. Pensioenfonds
Zorg & Welzijn, the country’s sec-
ond-largest pension plan, recov-
ered to 103% as of the end of July
but it warned its members: “The er-
ratic coverage can move. A varia-
tion of several percentage points
from one day to another can occur.
This state of 103% in late July is a
‘snapshot.”’
 —For more, please visit
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AIG’s brash new CEO ruffles some feathers
Too much tough talk
may earn Benmosche
a rebuke from board

After uttering a string of incendi-
ary remarks, the new chief executive
officer of American International
Group Inc. may face harsh words
from board members concerned
that his tough talk has gone too far.

Certain members of AIG’s board,
which put in Robert Benmosche as
CEO in August, have been taken
aback by his comments at employee
meetings, say people familiar with
the matter. Mr. Benmosche said New
York Attorney General Andrew
Cuomo “doesn’t deserve to be in gov-
ernment” and that Mr. Benmosche
would leave dealing with “all those
crazies down in Washington” to the
company’s chairman, according to
an account by Bloomberg News that
was confirmed by Mr. Benmosche.

AIG is in a tough position—at
once having to mollify Congress and

regulators, moti-
vate employees
and make over-
tures to the compa-
ny’s remaining pub-

lic shareholders. It is one of the rea-
sons why the AIG board split the
roles of chairman and CEO, with the
CEO focusing on company business
and the chairman focused on Wash-
ington relations.

Some board members are un-
fazed by Mr. Benmosche’s style, ac-
cording to people familiar with the
matter. Many employees, along with
people outside the company, are re-
freshed by Mr. Benmosche’s brash-
ness, and his articulation of the view
that executives—not regulators—

should run businesses.
Still, AIG has tens of thousands of

employees in businesses around the
world, and good feelings aren’t uni-
versal. That may be particularly true
for employees in foreign units who
hoped to earn back some personal
wealth via planned initial public offer-
ings of stock in certain subsidiaries.
Those plans have been put on review.

Some AIG board members intend
to discuss how to better manage Mr.
Benmosche when independent direc-
tors convene privately during a board
retreat in mid-September, according
to people familiar with the matter.

They may tell him a change in tone
is essential. The board “could go so
far as to say, ‘It’s a condition of your
continued employment,’ ” one per-
son said. At the least, there could be
“a little adult counseling” from Chair-
man Harvey Golub, another person
suggested. Mr. Golub, who along with
Mr. Benmosche assumed his post
Aug.10, declinedto commentWednes-
day about that possible scenario.

Mr. Benmosche, for one, seems
prepared for any rebuke. “It would
be appropriate if they said it,” Mr.
Benmosche, 65 years old, said in an
interview Wednesday. “But the

board doesn’t have to tell me that.
I’ve already told it to myself.”

He said he and Mr. Golub have dis-
cussed the flap over the Cuomo re-
marks. Mr. Golub said this week that
the comments weren’t made “in a
thoughtful way.”

Mr. Benmosche, the former head
of MetLife Inc., exhibited swagger
even during the hiring process. He
refused to give up his planned multi-
week late-summer stay in Croatia,
for instance. “It wasn’t a fight [direc-
tors] were going to pick” because
they wanted “to get the guy across
the finish line,” recalled a person fa-

miliar with the situation,
Reference checks suggested Mr.

Benmosche “was an outspoken
guy,” but he has amped up his man-
ner, this person added.

Washington appears to be giving
Mr. Benmosche some leeway. The
Treasury and the Federal Reserve
Bank of New York, which have com-
mitted tens of billions of dollars in
aid to AIG, have declined to com-
ment on Mr. Benmosche’s remarks.

Another issue that has caught
employees’ attention: Mr. Ben-
mosche’s frequent use of four-letter
curses during meetings. He con-
cedes he “sometimes” curses and
said it is “inappropriate.”

Mr. Benmosche said the aggres-
sive tone is meant to comfort his em-
ployees, who were demoralized by
their company’s near collapse, as
well as political attacks from Con-
gress and state officials.

“I was too aggressive” in re-
marks concerning Mr. Cuomo, he
said, adding that the comments
were made in response to an em-
ployee question. “The fear that
these people were expressing to me
is such that they wanted to know
that I will stand up for them if they
are ever attacked again and their
families are put in harm’s way.”

He was referring to a contro-
versy this year in which lawmakers
and taxpayers spun into a rage on
word that employees of an AIG unit
largely responsible for bringing
down the company were receiving
millions of dollars in previously
agreed-upon bonuses. Mr. Cuomo
pushed for recipients to return the
funds and considered revealing
names of those who didn’t, though
ultimately he didn’t reveal names.

Tuesday, Rep. Elijah Cummings
(D., Md.), one of AIG’s most vocal
critics in Congress, called Mr. Ben-
mosche’s critical comments “most
unfortunate” and said “he owes the
Congress an apology.” Mr. Ben-
mosche declined to comment.
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