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And Laurence Norman

LONDON—Finance offi-
cials from the world’s largest
economies broadly agreed to
rein in bonuses for bankers
and to set higher balance-
sheet standards for banks,
but missing details left the
potential for differences in
the weeks ahead.

At their meeting here Satur-
day, the Group of 20 also
pledged to maintain policies
designed to support economic
growth, but left open when
and under what circumstances
governments would begin to
unwind those stimulative poli-
cies as economies stabilize
from a year-long downturn.

The G-20 agreed on guide-
lines for the payment of bo-
nuses to bankers, but the
guidelines didn’t include a
cap on the amount that can
be paid to individuals. And
the agreement to compel
banks to stiffen their capital
bases also left implementa-
tion and enforcement open.

The outcome of this week-
end’s meeting now shifts to a
gathering of world leaders in
Pittsburgh Sept. 24 and 25,
when markets and financial
regulators will be looking for
deeper detail of the broader
blueprint for managing eco-
nomic recovery and prevent-
ing another banking crisis.

German Chancellor Angela
Merkel, speaking late Sunday

at a joint news conference
with British Prime Minister
Gordon Brown in Berlin, said
she hoped the G-20 leaders
can develop the agreed princi-
ples in more detail when they
meet later this month. These
should include clear guide-
lines on bonuses and “deepen-
ing” discussion on capital re-
quirements. “In Pittsburgh we
will take stock and agree on
the next steps,” she said.

On bankers’ pay pack-
ages, Mr. Brown said the fi-
nancial sector can’t return to
the old ways. “We want to
curb the bonus culture in the
financial sector,” he said.

The head of the Interna-
tional Monetary Fund, Domi-
nique Strauss-Kahn, praised
the degree of coordination
among G-20 governments.
But he said nations need to
follow through on pledges to
work together to further re-
form the global financial sys-
tem. “I’m impressed by the
level of consensus, but I’m
still waiting for strong mea-
sures to be decided and also
to be implemented at the na-
tional level,” he said.

The G-20 asked the Finan-
cial Stability Board—a group of
international regulators—to
consider whether a limit on the
total bonus payments made by
individual banks as a share of
profits is needed.

The agreement on bank-
ers’ pay calls for a large por-
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Karzai is closer to avoiding
Afghan presidential runoff
News in Depth, pages 16-17

The Superferry 9, carrying nearly 1,000 passengers, lists as naval boats approach off Zamboanga
peninsula. Five people were killed and dozens were left missing after the ferry sank Sunday, officials said.
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By Joe Parkinson

Bulgaria’s new govern-
ment has slashed spending
and seen its approval ratings
rise, making a political star
out of Simeon Djankov, a
former World Bank economist
who runs the finance ministry.

The government, led by
Prime Minister Boyko
Borisov, swept parliamentary
elections early in July on a
promise to ease the recession
and bear down on levels of cor-
ruption that prompted the Eu-
ropean Union to freeze $1.56
billion in aid funding.

That lack of funds aggra-
vated the economic pain for
the EU’s newest and poorest
member, where real-estate
and steel-industry booms pro-
pelled by a wave of foreign

capital have been replaced by
shuttered factories, sending
budget deficits higher.

Mr. Djankov has frozen gov-
ernment wages and pensions,
mothballed costly state in-
vestment projects, and
slashed government spend-
ing by 15%. The result is an
81% reduction in Bulgaria’s
budget deficit to $76.5 million
in August from $412 million in
July.

Amid those measures, the
government has earned acco-
lades from Western econo-
mists and drawn the highest
approval ratings at home
since the fall of communism
two decades ago. Recent Gal-
lup polls put the govern-
ment’s approval at 64%.

Ivo Prokopiev, chairman of
Please turn to page 31

A deadly voyage off the southern Philippines G-20 envoys
clamp down
on banks, pay

‘Pointless’
The U.K.’s new immigra-
tion system is destroying
jobs. Page 14
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Money & Investing: How five asset managers coped with the crisis
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Bulgaria wins praise

for austerity efforts

Markets

New statements by a U.K.
official and oil company BP
fed speculation by politicians
and victims’ families that the
release of the convicted Lock-
erbie bomber is entangled
with the country’s pursuit of
oil interests in Libya. Page 3

n Voting turnout by investors
at European firms’ annual
meetings has risen above 50%
for the first time, boosted by
the financial crisis. Page 2

n Trade ministers agreed to
resume talks on the Doha
Round, in their first gather-
ing since last year’s failed
summit in Geneva. Page 5

n The WTO ruled that Airbus
received illegal EU subsidies,
which could give the U.S. legal
ammunition to contest future
funding for Airbus. Page 6

n The U.K. financial regulator
has blocked RBS from repay-
ing four subordinated-debt
securities. Pages 21, 32

n Shell told staff to brace for
an acceleration of its restruc-
turing plans, which will result
in substantial job cuts. Page 4

n OPEC ministers likely will
keep oil-production quotas
unchanged at this week’s
meeting in Vienna. Page 4

n China ordered a cleanup of
its online music market that
will require sites to seek ap-
proval from censors for foreign
songs they distribute. Page 7

n U.S. employers cut jobs in
August at the slowest pace
in a year, but the unemploy-
ment rate rose to 9.7%. Page 9

n The Madoff report by the
SEC’s inspector general
showed how many chances
there were for examiners to
find the fraud. Page 22

n China ousted two top offi-
cials in the Xinjiang region in
an effort to defuse public an-
ger over the government’s fail-
ure to halt violence. Page 11

n Air France plans to cut
about 1,500 jobs through vol-
untary departures. Page 6

n U.K. police arrested 90 peo-
ple in Birmingham after vio-
lence erupted between a group
protesting Islamic extremism
and counterdemonstrators.

n The skipper of an over-
loaded sightseeing boat that
sank in Macedonia was de-
tained on suspicion of causing
the deaths of 15 Bulgarians.

n Died: Keith Waterhouse,
80, British writer whose
works include the 1959
novel “Billy Liar,” in London.

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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The financial crisis has
spawned its fair share of jar-
gon, but few expressions as
ugly and as important as
“macroprudential supervi-
sion.” Everybody agrees indi-
vidual banks can act pru-
dently yet collectively con-
tribute to systemic risks. But
how regulators should miti-
gate this, or if tools even
can be devised to do it, re-
mains far from clear.

There are two schools of
thought. Most policy makers
would like macroprudential
tools embedded into the sys-
tem via new capital rules.
The current system tends to
encourage banks to become
most extended as a boom
peaks, and higher asset
prices, higher liquidity and
falling risk perceptions en-
courage riskier behavior.

But some, most vocally
Bank of England Gov.
Mervyn King, have de-
manded discretionary tools,
allowing regulators to re-
move the punch bowl when
they see a bubble. That
could mean imposing higher
capital requirements or plac-
ing other restrictions on the

lending of institutions.
Both approaches have

problems, as a recent paper
by Claudio Borio of the Bank
for International Settle-
ments acknowledges. To em-
bed the rules, regulators
would need models capable
of identifying risks across
the financial system, not
just in banks. And those mod-
els would need to be sophis-
ticated enough to map the
linkages between different

asset classes and counterpar-
ties, while also calculating
the likelihood of a boom
turning to bust.

Neither the models nor
the data required to create
these tools exist. Simply fo-
cusing on market prices
won’t work. After all, during
the boom years, credit-mar-
ket prices and reduced volatil-
ity signaled that global risks
actually were falling as the
world headed to the brink.

But tools that rely on dis-
cretion pose bigger chal-
lenges. Will policy makers
really be willing to pit their
judgment against the mar-
kets? What is more, policy
makers would need teams of
bubble spotters analyzing as-
set classes as diverse as U.S.
housing, technology stocks
and emerging-market curren-
cies. And that would need
global coordination.

But even if such macro-
prudential tools can be devel-
oped, they are unlikely to be
enough to prevent future in-
stability.

Monetary policy must
share the load, as Bank of
Canada Gov. Mark Carney
noted last month. That will
mean adapting central-bank
inflation targets to take ac-
count of asset prices and bal-
ance the demands of price
and financial stability.

That may be anathema to
traditional inflation-focused
central bankers such as Mr.
King and the U.S. Federal Re-
serve’s Ben Bernanke. But it
may be the one tool that re-
ally works.
 —Simon Nixon

More at WSJ.com/Heard

By James Hookway

THAC DA, Vietnam—On the ob-
stacle course at the seventh annual
Minsk Olympics here in northern
Vietnam, Richard Rastall twisted
the throttle on his Soviet-era Minsk
motorcycle and gingerly acceler-
ated up a meter-high grass embank-
ment. The bike lurched. Its speedom-
eter fell off.

“It goes with the territory, I sup-
pose,” said Mr. Rastall, a 30-year-old
Englishman who lives in Hanoi, fish-
ing in his pockets for duct tape. “But
you’ve got to love these bikes, really.”

That is a matter of debate. In-
creasingly, upwardly mobile resi-
dents of Vietnam’s cities scorn the
Minsk, a noisy, smoke-belching,
breakdown-prone dirt bike that has
changed little since it was intro-
duced by the USSR’s Minsk Motorcy-
cle and Bicycle Factory in the 1950s.
With its primitive design and a fol-
lowing mainly among poor villagers,
it is a reminder of decades of Soviet
influence and lack of choice.

Yet those same qualities have
giventhe Minsk a second life among a
core of expatriates and Vietnamese
who have fondly dubbed it the “Beast
from Belarus.” They see a cheap arti-
cle of retro chic that can reach Viet-
nam’s remotest corners and, when it
inevitablybreaksdownthere,caneas-
ily be fixed. Its biggest fans can be
found inthe Minsk Club of Hanoi(slo-

gan:“InMinskWeTrust!”),whosecal-
endar of trips and events culminates
in the Minsk Olympics, two days of
stunts, motorbike polo, live music
and on-the-fly repairs.

The object of their devotion has a
simple two-stroke engine with a 125
cubic-centimeter capacity. It can
reach speeds of 80 kilometers per
hour, under optimal conditions. Used
models here can cost less than $500.

Minsks still ply the crumbling
roads of ex-Soviet client states from
Afghanistanto Mozambique.In Viet-
nam’s far-flung reaches, they are of-
ten the only mechanized transport
around.

This way of life may be under
threat. The Minsk’s manufacturer,
OAO Motovelo, incurred a $10.5 mil-

lion loss in 2008, according to Be-
larussian media reports, as Japa-
nese and Chinese bikes encroached
furtherinto thecompany’smain mar-
kets in Russia, eastern Europe and
Asia. The factory has been plagued
by strikes and protests, and the gov-
ernment there is trying to help the
company restructure its debts.

Motovelo officials say production
hasreturnedtonormalafterrecentla-
bor disputes, and the factory is still
making the 125cc model, partly
thanks to demand here. “We’re aware
of the fan following in Vietnam,” says
Motovelo director Nikita Shrubok.

Just in case, some mechanics and
riders in Vietnam are cannibalizing
old bikes for spare parts. On a Mon-
day this summer, Phung Duc Cuong

trekkedabout65kilometersfromHa-
noitoajunkyardinTeLo village,seek-
ing backup parts for the 50 Minsks he
rents as part of a tour business.

The 40-year-old mechanic picked
through the remains of Russian-
madeVolgacars,brokenHondascoot-
ers and rusting cranes and trucks and
emerged with two carburetors, one
cylinder,ageneratorandaspeedome-
ter. It cost about $11, one-fifth of the
price of buying them new, he figures.

The junkyard owner, Tran Van
Quynh, says he expects prices to rise.
“There are fewer and fewer Minsks
coming through the gates these
days,” he says.

Riders here also have innovative
ways to keep their bikes running.
Digby Greenhalgh, an Australian in
Hanoi who has written a 60-page
manual on Minsk maintenance, reck-
ons they can be patched on the fly in
some cases “with just a rock and
stick.” In a pinch, he writes, part of
the license plate can be used to fix a
balky clutch.

Dan Dockery, a 35-year-old res-
taurateur and music promoter in Ha-
noi, recalls touring in the mountain-
ous north of Vietnam when his bike’s
frame snapped. The Englishman se-
cured it with pieces of bamboo and
lots of duct tape, and rode more than
10 miles15 kilometers to the next vil-
lage. “It’s amazing what you can do
with a bit of duct tape,” he says.

The Minsk Club was formed over
beers a decade ago. An early outing
came about in 1999 when Dan Dock-
ery, a 35-year-old restaurateur and
music promoter in Hanoi who was
then an English teacher, learned
from a student that a Minsk execu-
tive was due in town on business.

Mr. Dockery organized a welcom-
ing committee at Hanoi’s interna-
tional airport, treating the unwit-
ting executive to vodka shots and
bouquets. Dozens of Minsks es-
corted the director’s car into town,
their exhaust possibly obscuring his
view, Mr.Dockery recalls. On the way
back, he says, a number of the bikes
broke down.

The club’s Minsk Olympics, held
this year at Thac Da, a 90-minute
trip by bike from Hanoi, attracted
scores of Vietnamese and expat rid-
ers. In 43-degree-Celsius heat in the
foothills of the Ba Vi mountains,
they competed to fling inner tubes
over trophies from speeding bikes.
They dabbled in Minsk polo, which
involves two teams of riders, two
goals and one large pink ball.

The main draw was the battle for
the “Piston” trophy. Riders attemptto
navigate a winding course of embank-
ments, ditches and tightly spaced
trees in the slowest possible time,
with penalties incurred each time a
rider touches a foot to the ground.

Slow-motion crashes forced
many riders out of contention. Mr.
Dockery showed well: With the fin-
ish line nearing and his bike sliding
gradually out of control down a
grassy slope, he leaped from his
Minsk and over the finish line, styl-
ishly avoiding a foot-fault penalty.
The ponytailed 35-year-old won a
round of admiring applause.

The real victory, perhaps, came
later. For once, the fleet of Minsks
made it back to Hanoi without a
breakdown.
 —Nguyen Anh Thu in Hanoi and

Nonna Fomenko in Moscow
contributed to this article.

Pain for RBS bondholders

Minsk and art of motorcycle maintenance
Vietnamese disdain
the Soviet-era relic,
but expats love it

Mechanic Phung Duc Cuong sits on a Minsk in his Hanoi, Vietnam, workshop,
where he maintains a fleet of 50 Minsks as part of his motorcycle-tour business.

So the European Commis-
sion has teeth after all. It
ruled in July that banks
shouldn’t use government
aid to pay out on equity and
subordinated debt without
sufficient earnings to do so.
Now the U.K. Financial Ser-
vices Authority has sur-
prised investors by blocking
Royal Bank of Scotland
Group from repaying four
subordinated bonds.

Bond investors had be-
come complacent. Until the
FSA ruling, it appeared the
Commission had been
thwarted by the complexity
of bank bond structures. Bel-
gium’s KBC Group, for in-
stance, reviewed its Tier 1
interest payments only to
say it found all the pay-
ments are “mandatory.”

But the FSA, driven by
the Commission, has taken a
hard line on RBS’s bonds,
comprising Œ500 million
($712.7 million) of Upper
Tier 2 debt and one billion
Australian dollars ($839.0
million) of Lower Tier 2
debt. By not allowing the
lender to “call” the bonds, or
repay principal at par at the

first opportunity, in this
case in October, it is making
bondholders share the pain
in reviving RBS.

The Commission’s ruling
only affects the dozen or so
banks that required major
government rescues. Their

bonds now look a little risk-
ier. But for RBS sharehold-
ers, the FSA action may
prove positive.

Left to its own devices,
RBS probably would have
called the bonds rather than
risk its relationship with
bond investors. But any refi-
nancing would have been ex-
pensive.

If the bank’s health im-
proves, RBS could always
call the bonds later—and
hope bondholders have
short memories.
 —Richard Barley

Findingtherighttoolto limitrisk

For shareholders
of RBS, the FSA
action may prove
positive.

Bank of England Gov. Mervyn King, shown in London in July, has
sought discretionary tools to allow regulators to deflate bubbles.
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Shareholders increasingly exercise votes
Turnout at meetings
rises to 51%, boosted
by financial crisis

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

By Mark Cobley

And Elizabeth Pfeuti

Voting turnout by investors at
European companies’ annual gen-
eral meetings has risen above 50%
for the first time, as shareholders in-
creasingly turn out to make their
opinions heard on directors’ han-
dling of the financial crisis and its af-
termath.

Figures from Manifest, the share-
holder adviser, show the average
turnout at companies in Western Eu-
rope’s main eight blue-chip indexes
hit 51% in the year to the end of July.
In 2006-07 the figure was just 40%.

The agency’s Europe-wide
records go back only three years.
However, evidence from individual
countries confirms the rising trend.
Its figures for the U.K. reach back as
far as 1996, and this year’s turnout
for companies on the FTSE 100, at
68%, was also the highest it has on
record.

Cas Sydorowitz, a managing di-
rector at the proxy solicitation ad-
viser Georgeson, which advises com-
panies on shareholder voting issues
and trends, said the recent spike in
turnout could well have been caused

by the turmoil that engulfed the fi-
nancial sector.

“In our experience, the financial
firms have seen a huge increase in
their turnout numbers this year,” he
said. “That is not only people ex-
pressing opposition on issues like ex-
ecutive remuneration, it is also
thanks to the large number of corpo-
rate transactions and capital rais-
ings that have had to be put up for
shareholder approval.”

George Dallas, director of corpo-
rate governance at F&C Asset Man-

agement, said he viewed the rise in
turnout positively. “Those who have
become involved this year are un-
likely to step back,” he said. “More
institutions will feel pressure to
raise their game. In future it should
not be just the same 15 or so inves-
tors.”

Sarah Wilson, chief executive of
Manifest, agreed that the financial
crisis had played a role but said
there had already been a pre-crisis
broad trend toward increasing
voter turnout. Factors driving that
included disclosure of share-voting
records being made compulsory for
U.S. mutual funds a few years ago
and for certain French funds last
year. This discourages them from
staying away, as they must explain
that to investors.

But Ms. Wilson also warned that
compulsory voting was not always
informed voting. “There is a risk
that if governments force or
strongly encourage voting, inves-
tors will simply vote blindly—either
automatically in favor of manage-
ment, or in line with the recommen-
dation of a particular proxy ad-

viser,” she said.
The U.K. government has so far

shied away from requiring fund man-
agers to disclose their votes, though
several fund managers do so volun-
tarily.

Paul Myners, a U.K. Treasury min-
ister, has, however, made several rec-
ommendations this summer for im-
proving investors’ engagement with

companies.
These include instituting differ-

ent classes of shares, with only
those available to long-term holders
carrying voting rights, and allowing
investors to sell voting rights, if
they don’t want them, to peers more
committed to corporate gover-
nance.

Reaction to the ideas from fund

managers has been skeptical. Mr.
Dallas said: “What he has suggested
so far won’t work; separating owner-
ship and control is unhealthy. But to
give him credit, Myners is coming
up with ways to get people thinking
about ways of getting involved.

Mr. Dallas added that voting
shares isn’t the only way to influ-
ence management for most institu-
tional shareholders. He said: “They
have direct access to company
boards and a lot of engagement is
done that way.”

Some investors are considering
drastic action in order to exercise
more influence over companies. The
Œ78 billion ($112 billion) Dutch pen-
sions giant PGGM Investments is
considering a cull of the number of
individual shares it owns—from
over 4,000 down to 400—in order to
concentrate its equity holdings in
companies where it thinks it can
make a difference.

A spokesman for PGGM said:
“One of the main reasons is to have
more influence over those compa-
nies in which we invest—we are cur-
rently discussing with this with our
clients.”

The investment firm has steadily
increased the number of companies
it has engaged with over corporate
governance issues.

In 2006 it only spoke with a third
of companies it held shares in, but
by 2008 this had grown to almost
half. It is also voting more—from
19% of its companies’ AGMs in 2006
to 92% in 2008.
 For more, visit

efinancialnews.com
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Japan’s economic recovery faces threat

INDEX TO BUSINESSES

LEADING THE NEWS

By Andrew Monahan

TOKYO—Japanese business in-
vestment fell by 21.7% from a year
earlier during the second quarter,
marking the ninth consecutive quar-
ter of decline, the Ministry of Fi-
nance said Friday.

A record 32.0% plunge in manu-
facturers’ business investment led
the overall fall in the April-June pe-
riod. Analysts say the lingering
weakness in business investment
threatens to hobble Japan’s nascent

economic recovery.
WhileapickupindemandforJapa-

nesegoodsduetogovernment stimu-
lus programs at home and abroad has
led to busier factory floors, firms are
continuing to cut investmentto bring
costs in line with lower sales levels.

As exporters slashed investment
amid plummeting sales during the
worst of the recession, overall capi-
tal expenditure fell a record 38.3% in
theyearendedMarch31 from thepre-
vious year, the data also showed.
That was led by a 57.3% plunge in in-
vestment among manufacturers
from a year earlier, also a record fall.

While many companies may have
put their sharpest cuts behind them,
they are likely to continue trimming
investment budgets for the rest of
the year, economists said.

Despiteindustrialoutputrisingfor
the fifth straight month in July, “pro-
ductioncapacityisstill inexcess,since
production fell off a cliff from the end
of last year,” said Masamichi Adachi,
senior economist at JP Morgan. “So in
thisenvironmentwebelievethat[capi-
tal expenditure] will continue to de-
cline for the rest of the year.”
 —Takashi Mochizuki

contributed to this article.

‘Those involved this
year are unlikely to
step back,’ said one
governance director.

Financial firms have seen a huge increase in shareholders voting, said the director of proxy solicitation adviser Georgeson.
Above, a shareholder speaks during the general meeting of the Dutch-Belgian bank Fortis, in February in Brussels.
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industry group the Confederation of
Bulgarian Employers and Industrial-
ists, said, “The crisis has given the
new government a unique mandate—
every single unpopular decision
could be explained—and the public
are more likely to support the pol-
icy.”

For many voters, Mr. Djankov
has become closely associated with
those decisions and their execution.

Bulgaria’s economy thus far has
avoided the double-digit contrac-
tions seen in Latvia, Lithuania and
Estonia, but unemployment is rising
and forecast to surge this year. At
the same time, the country’s appeal
as a low-cost labor base is waning,

potentially hampering an export-
led recovery.

“We still need to do significant
work in terms of cutting expendi-
ture,” Mr. Djankov said. “But I am
fairly confident we will have a bal-
anced budget this year.”

The Bulgarian economy should
bottom out by year’s end, Mr. Djan-
kov said, if global demand rises. Pre-
liminary figures show gross domes-
tic product contracting 4.8% in the
second quarter, after growing 7%
during the same period last year.

The finance minister empha-
sized that he is in no rush to tap the
International Monetary Fund for
emergency financing, as many of
Bulgaria’s neighbors have. An IMF
delegation arrives in Sofia, the Bul-

garian capital, this week to assess
the fiscal situation. “We will have
clearer signals on whether we will
need IMF financing by the end of the
year,” he said.

A Bulgaria native, the 39-year-
old Mr. Djankov returned from Wash-
ington to join Mr. Borisov’s govern-
ment. He spent 14 years at the World
Bank, most recently as chief econo-
mist for finance and the private sec-
tor.

Mr. Djankov’s first task in office
was undoing a spate of populist
spending by the previous Socialist
government before the July elec-
tions, which threatened to put Bul-
garian public finances into the red
for the first time in years. The down-
turn exacerbated the pressure, cut-
ting tax receipts by more than a
tenth as domestic demand plum-
meted.

“Just a few months ago Bulgaria
was a problem child... It was one of
the region’s worst offenders but it
seems to have turned around and
given everyone a lesson,” said Nigel
Rendell, emerging markets analyst
at RCM Capital Markets.

Mr. Djankov said his priority is
keeping the budget from falling to
the level of deficit that could jeopar-
dize the peg between Bulgaria’s cur-
rency, the lev, and the euro. Main-
taining the peg is essential for Bul-
garia to enter into the European
Union’s Exchange Rate Mechanism,
a waiting room for full adoption of
the euro as the national currency.
Other countries in the ERM include
the Baltic states and Denmark.

The Balkan country shares many
problems afflicting Hungary and
Latvia, particularly a large amount
of foreign-currency debt. Bulgaria
relied on foreign funding for a quar-
ter of its gross domestic product
last year. That also is changing. Bul-
garia’s external deficit is likely to

narrow to around 15% of GDP from
last year’s 25%, as imports fall faster
than exports, according to some esti-
mates.

“Bulgaria still faces plenty of
challenges. The economy still has a
problem with an overhang of exter-
nal debt and if the recovery stag-
nates then I think it will be hit hard,”
said Neil Shearing, an economist at
London-based Capital Economics.

Mr. Djankov said the perceived

positive effect of the reforms com-
bined with public support would
make it easier for policymakers to
take the tough steps necessary to
ride out the recession.

“The election clearly showed
that people are fed up with corrup-
tion and bad governance, but once
good things start happening then
you get some positive spillover—
and we’re determined to make the
most of that,” he said.

Continued from first page

Bulgaria’s austerity campaign wins plaudits

G-20 leaves out details on banking accord

German Chancellor Angela Merkel, right, and British Prime Minister Gordon Brown, at a news conference on Sunday. Ms. Merkel
said she hoped the G-20 leaders develop their agreed principles in more detail when they meet later this month.
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Recent Gallup polls
put the Bulgarian
government’s
approval at 64%.

tion of bonuses to be clawed back if
bank performance subsequently de-
teriorates. It also calls for the defer-
ral of a share of bonuses. In both
cases, there so far is no detail on
how the deferral and clawback provi-
sions would work The accord also de-
mands greater disclosure on top
traders.

“We can’t have different coun-
tries played off against each other
on this question of bankers’ bo-
nuses,” U.K. Treasury minister
Stephen Timms told the BBC. Brit-
ain, among others, has pushed for
full clawbacks of bonuses and defer-
ring them for as many as five years.

Barclays PLC and Royal Bank of
Scotland Group PLC, the two British
banks with large investment-bank-
ing and trading divisions that can
generate hefty bonuses, declined to
comment on the G-20 discussions.

A Barclays spokesman referred
to comments made by the bank’s
chairman at the annual meeting in
April, when he said Barclays was re-
viewing its compensation plan and
studying issues such as clawbacks
and deferral.

RBS this year announced a re-
vised compensation program for
2008 performance that included
many measures discussed by G-20
officials this weekend.

“Much of what has been sug-
gested is already under way in the
U.K.,” said a statement from the Brit-
ish Bankers Association. “We fully

support moves to relate pay to long-
term success but believe we need to
be careful not to chase talent out of
the country.”

More detailed proposals will be

worked on in coming weeks by the Fi-
nancial Stability Board before the
Pittsburgh meeting. Officials want
new rules in place before bonuses
are paid at year end.

There was no accord to cap bo-
nuses. Instead, there was a request for
the FSB to explore whether individual
banks’ bonus pools should be limited,
depending on specific circumstances.

It would examine possible sanctions
for noncompliant banks.

The French and German govern-
ments placed their emphasis on
bankers’ pay, saying bonuses en-
couraged excessive risk-taking and
needed to be curbed. By contrast,
the U.S. and the U.K. argued that un-
dercapitalization of banks was the
main source of weakness.

Compromises were reached on
both issues, and U.S. Treasury Secre-
tary Timothy Geithner said the two
strands were essential to strength-
ening the global financial system.

“Stronger capital standards are
not a substitute for compensation re-
form,” he said. “Compensation re-
form is a necessary part of building
a more stable system.”

Mr. Geithner, who hasn’t speci-
fied what he believes the higher capi-
tal requirements should be, has pro-
posed the new levels should be
agreed to by the end of 2010 and in
force two years later.

French Finance Minister Chris-
tine Lagarde claimed progress, but
vowed to take the issue further and
make sure the G-20 leaders’ meet-
ing later this month comes up with
concrete solution. “We argued very
hard and convincingly...to make
sure that our points...would be con-
sidered and our proposals ac-
cepted,” she said.

—Paul Hannon
and Tom Barkley

contributed
to this article.

Continued from first page

Source: Bulgarian ministry of finance

Bulgaria belt-tightening
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Bulgaria's new government 
has reduced its deficit as 
part of a campaign to cut 
back on the corruption 
endemic to the country

estimate

Bulgaria's new finance 
minister, Simeon Djankov

By Norihiko Shirouzu

TIANJIN, China—The head of
BYD Co., one of China’s leading mak-
ers of electric vehicles, urged the
Chinese government to subsidize
private purchases of all-electric bat-
tery cars and other “new energy” ve-
hicles, saying their widespread
adoption in China depends on it.

Speaking at an industry confer-
ence Sunday, BYD Chairman Wang
Chuanfu said a lack of consumer in-
centives and subsidies has kept BYD
from making a plug-in hybrid car
available for private buyers. He
warned that a continued lack of gov-
ernment assistance might doom all-
electric cars and plug-in hybrids in
the marketplace because of their
currently high cost.

“We’re at a critical make-or-
break juncture in our effort” to
make electric vehicles mainstream,
Mr. Wang said. To help accelerate an
adoption of heavily electrified vehi-
cles “the government needs to play
a key role and help us reduce their
cost, especially for private buyers.”

Mr. Wang called for rebates, tax
cuts, and policies to pave the way
for more taxi companies to use elec-
tric cabs, among other measures.

BYD, which makes both batteries
and cars and is part-owned by a com-
pany controlled by American inves-
tor Warren Buffett, is gearing to
launch an all-electric battery car
called e6 in China this year. The
Shenzhen-based company already
sells a plug-in hybrid car here called
the F3DM, with a small gasoline en-
gine to charge its batteries. The car,
priced at about 150,000 yuan, or
roughly $22,000, is too expensive
for most private buyers in China.

China is urged
to subsidize
‘green’ vehicles
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U.K. official, BP fuel furor over Lockerbie
Statements feed view
that prisoner release,
oil interests were tied

LEADING THE NEWS

By Spencer Swartz

And Alistair MacDonald

LONDON—New statements by
both a top U.K. official and one of the
country’s largest oil companies fed
speculation by opposition politicians
and victims’ families that the recent
release of the convicted Lockerbie
bomber is entangled with the coun-
try’s pursuit of oil interests in Libya.

And in a measure of how jittery
the government has become on the is-
sue of Libya, the prime minister an-
nounced late Sunday that the U.K.
will appoint dedicated officers in the
Foreign Office and the U.K.’s Em-
bassy in Tripoli to help the victims of
the Irish Republican Army make com-
pensation claims against Libya, who
they believe aided IRA attacks.

Oil giant BP PLC said Friday it lob-
bied the U.K. in late 2007 over a con-
troversial prisoner-transfer agree-
ment with Libya, and oil-rich Qatar
lobbied Scotland on the case in June.
On Saturday, U.K. Justice Secretary
Jack Straw acknowledged that, in
2007, wider trade issues played a part
in leaving Abdel Baset al-Megrahi out
of the prisoner-swap agreement that
was being negotiated at the time be-
tween the U.K. and Libya.

U.K. Prime Minister Gordon
Brown has said the U.K. didn’t pres-
sure Scotland to free Mr. al-
Megrahi, the Libyan convicted of
the 1988 bombing of a Pan Am flight
that killed 270 people. He has strenu-
ously denied accusations by politi-
cal opponents that a deal to release
Mr. al-Megrahi was made to facili-
tate the U.K.’s oil interests in Libya.

A spokeswoman for Mr. Straw
said that the justice secretary had
been clear that there was no link be-
tween trade and the eventual release
of Mr. al-Megrahi, which was made
by the Scottish government and was
on “compassionate” grounds.

The debate over the prisoner-
transfer agreement sheds light on
how strongly the U.K. felt about facili-
tating the country’s oil interests in
Libya. It doesn’t explain why Mr. al-
Megrahi was released from prison.
Mr. al-Megrahi has terminal prostate
cancer and his release on Aug. 20 by
the Scottish government, which had
authority over the matter, was made
on compassionate grounds.

BP said Friday it told the U.K. gov-
ernment two years ago it was con-
cerned that a delay in concluding a
prisoner-transfer agreement with
the Libyan government might hurt a
$900 million oil deal it had just
signed with the North African state
in May 2007.

Mark Allen, a special adviser to
BP who played a prominent role as a
chief U.K. negotiator in talks that led
to Libya’s renunciation of its nu-
clear-weapons program in 2003,
called Mr. Straw, the U.K. justice sec-
retary, in October 2007 to discuss
the slow progress on a transfer deal,
a BP spokeswoman said Friday. Mr.
Allen, who has close ties with vari-
ous top Labour Party officials,
didn’t raise the al-Megrahi case
with Mr. Straw, she said.

It is unclear how the prisoner-
transfer agreement would have
been addressed without mentioning
the al-Megrahi case, because the
deal revolved around the case of the
Libyan man, the only person to be
convicted in the Lockerbie bombing.

The spokeswoman said she
didn’t know how many times Mr.
Allen and Mr. Straw spoke or what
exactly was said.

Mr. Allen couldn’t be reached. A
former senior counterterrorism offi-
cial in Britain’s MI6 intelligence ser-
vice, Mr. Allen has served as a spe-
cial adviser at BP for four or five
years, the BP spokeswoman said.

The spokeswoman said BP had
never raised its concerns with the
Scottish government, which is part
of the U.K. but has powers on a range
of issues, including judicial matters,
independent of the U.K. government.

Mr. Straw further fueled the con-
troversy over the weekend. In an in-
terview with the Daily Telegraph
newspaper, he acknowledged that
oil interests played some role in his
decision to include Mr. al-Megrahi
in the prisoner-swap agreement.

Trade, he said, was “a very big part”
of the negotiations over the pris-
oner deal. He added that Libya was
“a rogue state” that the U.K. wanted
to bring into the fold: “Trade is an es-
sential part of it—and subsequently
there was the BP deal.”

BP has deep roots with the U.K.
government, after operating for de-
cades as a state-owned company un-
til 1987, when it became fully private.

The links between Mr. Brown’s
Labour Party and BP solidified more
than a decade ago. Shortly after La-
bour came to government in 1997,
then-Prime Minister Tony Blair
tapped then-BP Chairman David Si-
mon to be U.K. minister for trade
and competitiveness in Europe.

Mr. Blair stepped down in June
2007. The prisoner-transfer agree-
ment was signed between Libya
and the U.K. government late in

2007. BP’s deal was ratified by the
Libyan government officially in
May 2008, but the approval date
on the contract was Dec. 23, 2007,
the BP spokeswoman said. The
company’s Libyan deal was one of
many signed in recent years with
Western oil companies.

Concerning the IRA, Mr. Brown
had come under fire earlier from
victims and their lawyers for not
pushing Libya to help in their com-
pensation claims. They say Libya
shipped explosives in the 1980s and
1990s to republican bombers in
Northern Ireland. The Libyan gov-
ernment has always denied this.

Downing Street released letters
to victim’s lawyers in which the
prime minister argued it wasn’t “ap-
propriate” to discuss claims for
compensation over arms sent to the
IRA with the Libyan government.

He said growing trade relations
weren’t the “core reason” for his de-
cision, but acknowledged warming
trade links did form part of a new re-
lationship with Libya.

Later Sunday he said that the
U.K. government would help the
victims. “I desperately care about
the impact of all IRA atrocities on
the victims, their families and com-
munities,” he said during a news
conference with German leader An-
gela Merkel.

A Downing Street spokeswoman
said the statement didn’t mark a
change in direction. This type of
aide is separate from making victim
compensation an issue on a govern-
ment to government issue, she said.
The exchange, however, marks how
fallout from Mr. el-Megrahi’s re-
lease continues to cause trouble for
the British government.
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By Kimberly Chou

If the models in glossy maga-
zines and on Fashion Week runways
seem less edgy these days, it’s be-
cause they are.

The recession has meant hard
times for high fashion, and magazine

publishers and ad-
vertisers alike are
playingitsafe,favor-

ing softer, simpler faces. Industry ob-
servers say that when the economy
falters consumers are more amena-
ble to girl-next-door types than to
avant-garde spectacle.

When the economy is booming,
“We experiment a little more” with
complicated looks and extravagant
makeup and hairstyles, says Ivan
Bart, senior vice president at IMG
Models, one of the world’s largest
modeling agencies. “Now the key for
advertisers is to bring people into the
store.” A colleague at IMG, talent
scout David Cunningham, calls it “a
more commercial period.”

“Fresh faces, innocent eyes”
make for a “more unassuming and
simple canvas,” says Tom Julian of
brand consulting firm Tom Julian
Group.The lookhasshownupinanin-
creasing number of ad campaigns—
and may be seen on runways during
New York Fashion Week, which kicks
off Thursday.

One example of the current “it”
look is Ymre Stiekema, a blonde, blue-
eyed Dutch teenager who created a
buzz about changes in art direction at
Prada when she opened the
spring/summer 2009 Milan show for
the Italian fashion house. She has
since starred in multiple ad cam-
paigns.

“I feel like Prada is so fashion-for-
ward and takes more risks in terms
of design and image,” says Rena Laz-
aros, bookings editor at W maga-
zine, owned by Condé Nast Publica-

tions. Ms. Lazaros says she took Pra-
da’s choice of Ms. Stiekema as a sign
that “classic beauty is re-emerging.”

Prada declined to comment.
Similarly, Joan Smalls, a Puerto

Rican-born model with delicate, fox-
like features, says she has booked
more jobs this year than in the past.
She says she isn’t sure it’s because
her looks are more commercially via-
ble, but her managers at Elite Model
Management say she fits the more-
natural aesthetic. These days, “it’s a
lot more about what can sell to the
public,” Ms. Smalls says.

With the lull in consumer spend-
ing, brands are also using faces—
sometimes lots of faces—that focus
attention on the products them-
selves. For its spring/summer 2009
campaign, Prada squeezed into its
two-page ads eight relatively un-
known models, decked out in eye-
popping shoes and bags. For the
same season, design house Balen-
ciaga, which is owned by PPR, fea-
tured a group of 10 models.

In its ads for fall, Prada again fea-
tures multiple models: Posed like
fisherwomen on black waters in styl-
ish wader boots, they hold this sea-
son’s handbags in front of their
chests. Using multiple models isn’t
new, but now more than ever, “prod-
uct is king,” Mr. Julian says.

There will always be a call for
women on the “quirky and phenome-
nal” side for magazines and brands
that are more willing to take risks,
says Micki Schneider, modeling man-
ager at Elite. Parisian fashion house
Lanvin chose androgynous 42-year-
old supermodel Kristen McMenamy
for its fall campaign. And magazines
like Vogue Italia and Vogue Paris, V
and Interview continue to use models
with a more idiosyncratic beauty.
“But in general, the American public
wants more-accessible models” now,
Mr. Schneider says.

“Linda [Evangelista] and Christy
[Turlington], all those girls did
Versace, then Revlon. They would
do it all,” says David Bonnouvrier,
head of DNA Model Management.

Since the supermodel era of the
late 1980s and early 1990s, the fashion
landscape has become so segmented
that few models can carry both high-
end fashion brands and mainstream
campaigns.Butlatelymodelswithclas-
sic looks are again doing it all. Ms.
Smalls has worked the fall runways
andcatalogs;she alsohas beeninfash-
ion spreads in Cosmopolitan, as well
as niche fashion publication V. Curvy
DutchbeautyLaraStoneisafavoriteof
both Chanel and Vogue Paris.

Meanwhile, the concept of “clas-
sic” hasn’t stood still. While W’s Ms.
Lazaros says the fashion industry is
moving at something of a “crawl” to
address the lack of ethnic and physi-
cal diversity among models, Ms.
Stone and Ms. Smalls are examples of
variety.

The look may be the girl next door,
says Roman Young, a talent scout at
Wilhelmina Models—an agency that
has typically gone for a classic look.
But, unlike in the past when that de-
scription suggested whites only, to-
day it encompasses a broader range
of ethnicities.

“Smart agencies will see the value
in cultivating natural beauty,” Mr.
Young says. “Agencies will be more
hesitant to pour thousands of dollars
into development…of weird girls with
weird haircuts who are very skinny,
very severe-looking. All the agencies
are looking at the bottom line.”

IMG’s Mr. Cunningham doesn’t
agree that the current aesthetic will
continue to reign. “This look is fickle,
and it’s cyclical, and this too shall
pass,” he says. Agencies and their cli-
ents “have to keep looking for new
and exciting. You have to look for
great.”

Girl-next-door looks are back in fashion
In weak economy, magazines and design houses play it safe, replacing edgy models with ‘classic’ beauties

Pot ‘plantations’ in U.S. expand amid border crackdown

Ymre Stiekema, left, a blonde, blue-eyed Dutch model is an example of the current
‘it’ look. Joan Smalls, right, has booked more jobs this year than in the past.
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By Stephanie Simon

Marijuana growers, many be-
lieved to be affiliated with Mexican
drug cartels, are aggressively ex-
panding their illegal farming opera-
tions in the U.S., clearing land to
plant pot in dozens of national for-
ests from coast to coast.

Illicit cannabis farms on public
land first sprang up in California
more than a decade ago and remain a
serious problem in that state. But in
thepasttwoyears,theU.S.ForestSer-
vice has documented a rapid expan-
sion of the practice.

Authorities have discovered pot
farms in 61 national forests across
16 states this year, up from 49 for-
ests in 10 states last year. New terri-
tories include public land in Colo-
rado, Wisconsin, Michigan, Ala-
bama and Virginia.

“They’removingacrossthecoun-
try,” said David Ferrell, director of
law enforcement for the U.S. Depart-
ment of Agriculture, which includes
the Forest Service.

With the expansion comes an in-
creased risk to campers and hik-
ers—as families converge on public
land just as many cannabis crops are
ready for harvest.

The propane tanks, stoves and
trash left behind by pot farmers pose
fire risks; such a camp is believed to
have sparked a fire last month that

burned 35,612 hectares in Califor-
nia’s Los Padres National Forest. And
many pot patches are watched over
by armed guards or booby-trapped.
Some are remote, but others are near
popular tourist sites, such as a pot
farm discovered late last month in
California’s Sequoia National Park,
less than a kilometer from a cave
famed for its crystal formations.

Operators of RV parks and camp-
grounds near public land have taken
to warning vacationers to be cau-
tious in the woods. Stockpiled food
or trash of any type might be an indi-
cation of a prolonged campout
linked to a pot farm, officials said.
They advise hikers who spot such
signs to retreat and call authorities.

The pot farms are not fly-by-night
operations. Growers cut down trees
and terrace canyons to create planta-
tionsbigenoughfortensofthousands
of plants. They apply pesticides and
herbicides—some not approved for
U.S. use. They dam or divert streams
and hook together kilometers of PVC
piping to build irrigation systems,
some rigged to sophisticated timers.

Each camp is typically tended
around the clock by guards who may
be equipped with assault rifles,
night-vision goggles, walkie-talkies
and radios to monitor law-enforce-
ment chatter. “It seems like every
year, they step it up a notch,” said
Michelle Gregory, a special agent

with the California Bureau of Nar-
cotic Enforcement.

So far this fiscal year, which ends
Sept. 30, federal agents have raided
487 pot farms on forest-service
land, where they destroyed 2.6 mil-
lion marijuana plants, seized 138
firearms and made 369 arrests on
felony drug charges.

Nearly half the farms were
tended by foreign nationals, and in-
vestigators say they believe some of
the big operations are controlled by
Mexican drug-trafficking rings. The
investigation into the cartels’ role is

still at an early stage. But by tracing
contacts, money trails and distribu-
tion networks, “we’re starting to
have success at linking these [pot
farms] back to groups that have tra-
ditionally been enemies of ours in
Mexico,” said Jeff Sweetin, special
agent in charge of the Rocky Moun-
tain region for the Drug Enforce-
ment Administration.

The pot magnates also appear to
be heavily involved in trafficking
other drugs, such as methamphet-
amines and cocaine, Mr. Sweetin said.

Growing marijuana in the U.S. is

increasingly attractive to foreign
cartels because fencing and
stepped-up patrols along the Mexi-
can border have made it tougher to
smuggle drugs into this country,
said Howard Campbell, an anthro-
pologist who studies the cartels at
the University of Texas at El Paso.

The cartels have drug-distribu-
tion networks in more than 200 U.S.
cities, so it is relatively simple for
them to recruit workers to scout for-
ests and tend pot crops across a
broad swath of the country, Mr.
Campbell said.
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STATES AFFECTED

NUMBER OF
NATIONAL FORESTS
AFFECTED

California, Oregon, Washington, 
Idaho, Utah

California California, Oregon, Washington, Idaho, 
Utah, Nevada, Arizona, Colorado, 
Wisconsin, Michigan,
Tennessee,
Alabama, Georgia, 
South Carolina,
North Carolina, 
Virginia

1995 2001 2009

Grass lands | The spread of pot farms in national forests
Drug-trafficking activity in national forests, by year

Note: Data are for fiscal years ended Sept. 30 ; 2009 data are through Sept. 1                                                                                                    Source: U.S. Forest Service
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Oil-output limits unlikely to shift
Meeting of OPEC
will focus in part
on overproduction

Shell tells staff to expect substantial job cuts

Shell is facing a drop in profit after oil fell from $147 a barrel in 2008 to about
$70 today. An employee delivers fuel to a Shell station in Bexley, England, in July.

Note: Figures don’t include Iraq’s production
Source: Dow Jones Newswires

Quota busting
Tempted by higher prices, OPEC members are pumping more crude. 
Oil output, in millions of barrels a day

Ecuador

Qatar

Algeria

Libya

Angola

Nigeria

Venezuela

Kuwait

U.A.E.

Iran
OPEC’s formal
production
quotas

Saudi Arabia 8.15

3.78

2.25

2.25

2.18

1.87

1.84

1.55

1.26

0.77

0.48

By Spencer Swartz

With oil prices near the Organiza-
tion of Petroleum Exporting Coun-
tries’ sweet spot, group ministers
are likely to leave their oil-produc-
tion quotas unchanged when they
huddle on Wednesday in Vienna for
the first time in almost four months.

At the same time, the organiza-
tion will grapple with the problem
of some members exceeding formal
production quotas, which is aggra-
vating a glut in global oil inventory.

Crude prices ended Friday up six
cents at $68.02 a barrel on the New
York Mercantile Exchange, just shy
of the bottom of the $70 to $80 a bar-
rel range that several OPEC states,
including Saudi Arabia, the world’s
biggest crude exporter, have pegged
as a preferred level.

Oil prices are up nearly 53% so
far this year, though well below an
intraday exchange record of $147 a
barrel hit last year. While not offi-
cial OPEC policy, many ministers see
$70 to $80 oil prices as a comfort-
able range that rewards oil produc-
ers financially without hurting con-
sumers. Some economists, though,
think higher prices will jeopardize
economic recovery.

OPEC ministers and some offi-
cials have made clear recently they
don’t expect the group to tinker
with its production target.

Some analysts, however, don’t
rule out OPEC’s cutting produc-
tion by at least 500,000 barrels a
day on Wednesday or later this au-
tumn. One senior Gulf OPEC offi-
cial wouldn’t exclude the possibil-
ity of OPEC announcing another
cut this week.

Oil prices are up about 5% since
OPEC’s last meeting in May, when it
decided to keep output steady.
OPEC announced a series of large
production cuts in late 2008 as econ-
omies around the world fell into re-
cession and oil consumption col-
lapsed, laying a foundation for
higher crude prices this year.

The group’s 12 members supply
40% of the 84 million barrels of oil a
day consumed globally and hold all
of the global oil markets’ unused
pumping capacity, giving OPEC le-
verage over world supply and
prices. After prices tanked to a five-
year low in December of $32 a bar-
rel, the output reductions turned
the industry back into a seller’s mar-
ket. Oil prices recently have climbed
on investors’ optimism about rising
economic activity in China, the
world’s second-biggest oil con-
sumer after the U.S.

Yet OPEC still has a nagging prob-
lem: The group isn’t winning a bat-
tle that started a year ago to purge

excess crude inventory, particularly
heating oil, from the world market.
Weak demand explains most of the
buildup, but OPEC states’ excess pro-
duction is playing a role as well.

U.S. crude oil in storage caverns
as of August was almost 15% above
the 2003-2007 average, although
down marginally from earlier this
year, said Stephen Schork, editor
of the Schork Report, an energy
newsletter. “U.S. inventories have
been pared, but there is still a
glut,” he said.

OPEC announced three produc-
tion cuts totaling 4.2 million barrels
a day starting last September. But
tempted by rising oil prices, several
OPEC states have pumped well
above their output quotas to cap-
ture more oil revenue and keep their
ailing economies intact.

Angola, Iran and Venezuela have
produced above their quotas for
months. Even Saudi Arabia, the
group’s de facto leader and usually
among its most disciplined mem-
bers, slightly breached its target in
recent weeks, according to various
industry estimates.With such out-
put leakage showing little sign of
slowing, quota compliance will be
the mantra when ministers gather
this week, said David Kirsch, direc-
tor of market intelligence at PFC En-

ergy. “OPEC doesn’t want the mar-
ket to get away from them,” he said.

Adherence to the group’s 2008
production cuts fell to about 67% in
August from about 83% in March.
OPEC states collectively are about
1.4 million barrels a day above tar-
get, thwarting a drawdown of ex-
cess supply in consumer states.

Ironically, overproduction from
some of OPEC’s biggest price hawks—
Iran, for example, is producing
about 400,000 barrels a day over
quota—is putting a brake on higher
oil prices.

OPEC officials and analysts say
quota compliance will be the mantra
when ministers gather in the Aus-
trian capital this week. “OPEC
doesn’t want the market to get away
from them, and they realize there is
still a lot of excess supply in the sys-
tem,” said David Kirsch, director of
market intelligence at PFC Energy.

Higher prices are keeping OPECs
mood mellow for now, but concern
is rising in the group that excess in-
ventory may persist well into 2010.
With winter around the corner, oil
traders are starting to focus on heat-
ing-oil inventory, which currently
stands at a 26-year high in the U.S.
The big overhang, paired with weak
autumn demand, could soon drive
oil prices lower.

In other commodities trading on
Friday:

NATURAL GAS: Futures rallied
as traders bought back previously
sold positions and hunted for bar-
gains after Thursday’s plunge to a
7µ-year low. Natural gas for Octo-
ber delivery rose 22 cents, or 8.8%,
to $2.728 a million British thermal
units on the New York Mercantile Ex-
change.

GOLD: Prices fell on profit-tak-
ing following a rally this past week
that nearly reached $1,000 an
ounce. Thinly traded nearby Septem-
ber gold lost 90 cents to settle at
$994.90 an ounce on the Comex divi-
sion of the Nymex.Most-active De-
cember gold shed $1 to settle at
$996.70.

LEADING THE NEWS

By Benoit Faucon

And Maarten Van Tartwijk

Royal Dutch Shell PLC has told
staff to brace for an acceleration of
its restructuring plans, which will re-
sult in substantial job cuts, a person
familiar with the matter said Friday.

The cuts point to a broadening of
the cost-reduction program new
Chief Executive Peter Voser intro-
duced in May, which is designed to
help the Anglo-Dutch oil company
adapt to lower oil prices. The cuts
have already affected top managers
and will now widen to include lower
ranks, the person said.

In an internal email sent to mid-
managers in its upstream business
last week, the company said “the
coming days will bring more infor-
mationaboutShell’sreorganization…
subject to consultations,” according
to the person. Shell’s upstream busi-
ness comprises its exploration and
production activities as well as oil
sands, gas and power.

In a separate statement posted
on the company’s intranet, Mr.
Voser said “ongoing changes will re-
sult in significant staff reductions,”
the person added. Shell declined to
comment on the internal communi-
cations. The group said in July it had

already cut 20% of its top manage-
ment positions, reducing them to
600 from 750.

Shell has previously said its re-
organization will affect about
24,000 employees out of its total
work force of 102,000. Even though
it is unclear if all these will be job
losses, the recent internal an-
nouncements indicate a significant

number of positions will disappear.
The person said Shell’s coming

proposal will affect mid-managers
and will first be submitted to its
works council. The council is a con-
sultative body where employees and
managers meet to discuss company
policy.Staff could then beasked to re-
applyfortheir current positionor an-
other one, the person said.

The shake-up, which Mr. Voser an-
nounced even before he took the helm
on July 1, involves the merger of the
three upstream units into two new
geographically focused divisions, Up-
stream International and Upstream
Americas. Staff in both divisions have
received emails on the pending re-
structuring, the person said.

Shell’s downstream division,
which primarily refines and markets
oil products, is being expanded to in-
clude trading, biofuels and solar en-
ergy. A new division, called projects
and technology, is managing the de-
sign of all major projects upstream
and downstream.

Like mostoil majors, Shell isfacing
a steep drop in profits after oil prices
fell from a peak of $147 a barrel in July
2008 to about $70 a barrel today. In
the second quarter, profit dropped
67%to$3.82billionfromayearearlier.

The restructuring is aimed at cut-
ting the layers of management. Sim-
plifying the structure could speed up
decision-making and ensure projects
come on-stream faster with im-
proved execution. That is a key objec-
tive for the company, which has been
heavily criticized for delays and cost
overrunsatsomeofitsmosthigh-pro-
file oil and gas ventures.
 —James Herron

contributed to this article.

By Mercedes Alvaro

QUITO—The Ecuadorean judge
purportedly caught on videotape dis-
cussing a multibillion-dollar lawsuit
against Chevron Corp. over environ-
mental damage in the Amazon has re-
cused himself from the case.

Ecuador’s attorney general, Wash-
ington Pezantes, said Friday that he
had asked Judge Juan Núñez to with-
draw from the case, which has gar-
nered international attention and
highlighted Ecuador’s uncertain in-
vestment climate.

The recusal is a significant victory
for Chevron, which has argued that
the Ecuadorian judicial system is too
corrupt to render a fair verdict in the
long-running environmental lawsuit.
The move could delay a ruling in the
case, which had been expected by the
end of the year and was widely ex-
pected by both sides to be against the
San Ramon, Calif., oil company.

Chevron released recordings Mon-
day that it claims show Mr. Núñez,
who oversees the Lago Agrio court
where the trial is being held, affirm-
ing that he would hold the company
culpable for environmental damages.
The company said the videos prove
the judge, who was still considering
evidence, is biased and should be dis-
qualified from the case.

Mr. Núñez has contended that the
video footage was manipulated. Chev-
ron has said the videos are authentic
and haven’t been doctored.

“I have communicated with both
sides in this case that I recuse myself
from continuing with this case,” Mr.
Núñez said. “However, I will continue
with my work as a judge, and as presi-
dent of the Lago Agrio court, because
I have not committed any illegality or
irregularity.”

Mr. Núñez declined to explain the
reason for his recusal. He said he had
notified Chevron and the plaintiffs, a
group residing in the Amazon region
that is suing Chevron for contamina-
tion caused decades ago by the oil op-
erations of Texaco, which Chevron ac-
quired in 2001, of his decision. Chev-
ron has said Ecuador released it from
liabilities after a cleanup by the com-
pany. The plaintiffs say the release ap-
plied only to claims by the govern-
ment, not those made by private citi-
zens.

Chevron has said in recent months
that it expects to lose the case in Ecua-
dor, but will fight enforcement of the
ruling in the United States in part on
the grounds that Ecuador’s judiciary
is insufficiently independent.

Steven Donziger, an attorney for
the plaintiffs, said in a statement that
Mr. Núñez’s recusal shows the Ecua-
dorian judicial system is fair. He re-
peated earlier questions about the re-
cording’s authenticity.

“We again call on competent au-
thorities in Ecuador and the United
States to investigate any role Chev-
ron and its officials might have
played to script a bribery scheme for
purposes of extracting an advantage
in a private litigation,” Mr. Donziger
said in a statement.

Mr. Pezantes told reporters at a
press conference Friday he had asked
Judge Núñez to recuse himself from
the case to give greater transparency
to the investigation of the videos that
his office is conducting.

“I presume the innocence of the
judge,” Mr. Pezantes said, adding that
he trusts in the judge’s honesty. But to
remove any doubts about the investi-
gation, the judge must recuse himself,
he said.

Judge agrees
to step aside
in Chevron case

Oil prices have risen
about 5% since
OPEC’s last meeting
in May.
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By Mike Esterl

And Valerie Bauerlein

BIRMINGHAM, Ala.—An Ala-
bama state court ordered Health-
South Corp. founder Richard
Scrushy in June to fork over $2.88 bil-
lion to shareholders for his role in a
massive accounting scam. Then
came the hard part for the sharehold-
ers—getting the money out of him.

Mr. Scrushy, who is two years
into a seven-year sentence in fed-
eral prison in Beaumont, Texas, in a
separate political-bribery case,
didn’t provide much help, the share-
holders’ lawyers complained. When
they visited Mr. Scrushy’s Birming-
ham mansion in mid-August, the
lawyers discovered that his wife,
Leslie Scrushy, and their five school-
age children were gone. Some
rooms had been “stripped bare” of
possessions since the lawyers’ prior
visit in July, says one of the lawyers,
John Somerville. Paintings were
missing from their hooks on the
walls, he says. At Mr. Scrushy’s es-
tate on Alabama’s Lake Martin, sil-
ver, furniture and other valuables
also had been removed, he says.

On Friday morning, Jefferson
County Circuit Court Judge Allwin
E. Horn III ruled Mr. Scrushy in con-
tempt of court for failing to provide
information about his assets. He au-
thorized sheriffs to enter Mr.
Scrushy’s Birmingham and lake-
front estates to seize his belongings
and to begin auctioning them as
soon as possible.

Within an hour, sheriff’s deputies
descended on the Birmingham man-
sion. A green 1929 Cadillac Sport
was removed by flatbed truck from a
nearby barn. “With them being an-
tiques, we’ve gotta handle them with
kid gloves,” said Sgt. George Ponder
of the county sheriff’s office, who
said some two dozen cars will be re-
moved in the coming days.

Daniel Sparks, a lawyer for Mr.
Scrushy, says his client hasn’t fraud-
ulently transferred any assets. Ms.
Scrushy’s lawyer says she only took
things that belonged to her or the
children from the two estates. Mr.
Scrushy, who is 57 years old, has ap-
pealed both his bribery con-
viction and the multibillion-
dollar civil judgment. Mr.
Scrushy could not be
reached for comment.

Lawyers for the share-
holders have located, in addi-
tion to the two mansions and
exotic cars, a 28-meter yacht
and hundreds of other items
allegedly belonging to Mr.
Scrushy, from two porcelain
roosters to an iron fruit stand.
 The lawyers’ search of ac-
counts at 18 banks turned up
$200,000. Plaintiffs say all that only
adds up to about $10 million.

The lawyers have at least two
clues about assets Mr. Scrushy
might have: A 2003 federal-govern-
ment inventory of his art, boats,
planes, jewelry and other posses-
sions, and a 2005 estimate by fed-
eral prosecutors of his net worth—
nearly $300 million. Yet they
haven’t been able to locate many of
the items on the 2003 list, such as 68
pieces of jewelry studded with at
least 450 carats of gems. The law-
yers are especially interested in a
21.81-carat, emerald-cut diamond
ring that they say Mr. Scrushy gave
to his wife during the 2002 Christ-

mas holiday. A lawyer for Ms.
Scrushy says that the ring legally be-
longs to her.

Mr. Scrushy was acquitted in
2005 of criminal charges related to
the HealthSouth accounting fraud,
which he said was perpetrated by
other company executives without
his knowledge. But HealthSouth
shareholders sued him in civil court
for the damage done to the company
by the fraud. An Alabama judge levied
$2.88 billion in compensatory dam-
ages against Mr. Scrushy—the
judge’s tally of improper compensa-
tion and the financial damage caused
by the fraud. It is believed to be the
largest civil judgment ever against a

single executive.
Becausethe lawsuit was

filedbyshareholdersonbe-
halfofHealthSouth,theBir-
mingham-based company
would receive the biggest
slice of any proceeds. The
company says it expects
the search for assets to
drag on for more than a
year and to involve a search
for offshore accounts.

Mr. Scrushy’s lawyer,
Mr. Sparks, had said his cli-
ent, because of his incarcer-

ation, was unable to help much on
the asset search. “Mr. Scrushy has a
limited ability to acquire stamps and
envelopes; he has no Internet access;
he has no voice-mail account,” he
wrote in a court filing.

Mr. Scrushy, who grew up in
Selma, Ala., and attended commu-
nity college, started HealthSouth in
1984. By the late 1990s, he was run-
ning the country’s largest provider
of rehabilitative services and outpa-
tient surgery. He was ousted in 2003
as evidence emerged that manage-
ment had recorded phony revenue
and manipulated expenses, inflat-
ing earnings by $2.7 billion between
1996 and 2002.

Nobody believes at this point
that Mr. Scrushy, who earned tens of
millions of dollars a year at the helm
of HealthSouth, has billions of dol-
lars stashed away. While federal
prosecutors pegged his net worth at
nearly $300 million in 2005, Mr.
Sparks says he has “no idea” how
much money his client now has. “I
haven’t investigated it,” he says.

Plaintiffs’ lawyers began inspec-
tions of Mr. Scrushy’s residences in
late July. At his 16,775-square-foot
estate in the Vestavia Hills neighbor-
hood of Birmingham, lawyers cata-
logued about two dozen vehicles, in-
cluding a green late-1940s Nash Su-
per 600, a cream 2000 Rolls-Royce
Corniche, and a black 1995 AMC
Hummer with a painted American
flag.

At his mansion on Lake Martin,
about 120 kilometers southeast of
Birmingham, lawyers documented
more than 350 other items, includ-
ing a pre-World War I magnifying
glass by Tiffany, a 1960s Fender Stra-
tocaster guitar and a signed letter
from the aviator Charles Lindbergh.
A nearby hangar held a racing boat
and a seaplane.

Lawyers for the plaintiffs have

asked Judge Horn to authorize the
seizure of “Chez Soiree,” a 28-meter
yacht that is in dry-dock in North
Palm Beach, Fla. Mr. Scrushy’s law-
yers say the boat belongs to a third
party, a corporate entity called
Marin Ltd. Plaintiffs’ lawyers said in
a court filing that Mr. Scrushy,
whose middle name is Marin, con-
trols the company.

The 2003 government inventory
of Mr. Scrushy’s possessions listed
seven boats, three airplanes, and 45
pieces of art, including one by Salva-
dor Dali, four by Pablo Picasso, four
by Pierre-August Renoir, seven by
Marc Chagall and 12 by Joan Miró.
The listed jewelry included a
30-stone, 48.17-carat diamond
bracelet and 6.08-carat diamond
stud earrings.

Plaintiffs filed a complaint with
the Birmingham court in July, alleg-
ing that Mr. Scrushy in recent years
had spirited away money or assets
through dummy corporations and
more than half a dozen family
trusts. They said that in addition to
Marin Ltd., three similarly named
companies—Marin Inc., Marin Prop-
erties LLC and Marin Air LLC—are
controlled by Mr. Scrushy.

In a telephone interview last
week, Ms. Scrushy, 40, said she
moved to Texas in early August after
plaintiffs’ lawyers blocked pay-
ments from Mr. Scrushy’s accounts
of $9,599.61 of power and water bills
at their Birmingham and Lake Mar-
tin homes. (The plaintiffs’ lawyers
say that after a brief mix-up, those
bills are once again being paid.) She
said she continues to sell over the In-
ternet her line of pajamas, called
Uppseedaisees.

“I saw absolutely zero compas-
sion” from the plaintiffs’ lawyers,
she said.

Herlawyer,LeeBenton,saidhiscli-
ent only removed furniture, clothing
and other items that belonged to her
or the children from the Birmingham
house.For instance, Ms. Scrushy took
along just one of two matching love
seats from the home, leaving her hus-
band’s seat behind, he said.

On Friday, Judge Horn scheduled a
hearing for next Thursday to deter-
mine where the plaintiffs can ques-
tion Mr. Scrushy about his holdings.
Attorneys for Mr. Scrushy said they
want the deposition to take place in
theTexasprisonsohewon’thavetobe
escorted to Birmingham in shackles.

Big verdict sends lawyers on treasure hunt
Assets of jailed HealthSouth founder Richard Scrushy are up for grabs; where are the silver and other valuables?

Lawyers attempting to collect on a
verdict against Richard Scrushy are
looking at his estate in Alabama,
above. On Friday, the county sheriff
seized vehicles from near his
Birmingham home, right.

Leslie Scrushy
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Ministers to resume Doha
Obama appointment
signals fresh attempt
at global trade pact

World Trade Organization Director-General Pascal Lamy, shown in New Delhi on
Friday, has expressed hope about the revival of the eight-year-old trade talks.

By John W. Miller

BRUSSELS—Trade ministers
from major economies agreed to
resume negotiations on the eight-
year-old Doha Round of trade
talks, a day after the Obama admin-
istration signaled its commitment
to the process by naming a new am-
bassador to the World Trade Orga-
nization.

The decision Friday came after
two days of meetings in New Delhi,
the first gathering of trade minis-
ters since a failed summit at the
WTO’s Geneva headquarters in
July 2008.

Talks on a new global trade deal
have broken down repeatedly over
the thorny issue of agricultural
subsidies in developed nations.
“There has been a breakthrough in
negotiations,” Indian Commerce
Minister Anand Sharma said.

Other officials responded more
cautiously.

The Doha Round has been de-
layed repeatedly since its incep-
tion in 2001. At summit after sum-
mit, countries have failed to fulfill
their original promises—by the Eu-
ropean Union and U.S. to cut farm
subsidies and tariffs, and by devel-
oping countries to open markets
for industrial goods.

“We have missed so many dead-
lines,” said U.S. Trade Representa-
tive Ron Kirk, Reuters reported.
“Substance will drive this process,
not setting deadlines and time-
lines.”

Ambassadors and their staff
will begin talks in Geneva on Sept.
14, Mr. Sharma said. Such low-
level, though formal, discussions
had stopped after collapsing in
Geneva last summer, when devel-
oped countries refused to give de-
veloping nations the right to raise
tariffs if imports of a specific prod-
uct suddenly spike.

If all goes well, there will be fur-
ther talks on trade at a Group of 20
summit in Pittsburgh Sept. 24-25,
followed by a WTO ministerial

meeting in late November.
Trade officials say U.S. fears

about the domestic political risks
of cutting a major foreign-trade
deal have become the main obsta-
cle to reviving the Doha talks.

New trade leadership in India,
the EU and the U.S., however, has
sparked hope, as well as an ac-
knowledgement that Doha’s ambi-
tion might have to be downsized,
experts say. “It finally sounds like
there’s serious engagement,” says
Iain MacVay, a lawyer for Steptoe
& Johnson LLP in London. “What
kind of deal we’ll end up with is a
different question.”

EU spokesman Lutz Guellner
stressed caution. “It’s an impor-
tant step forward, but we need to
be careful,” he said.

Mr. Guellner and other trade of-
ficials on Friday welcomed Presi-
dent Barack Obama’s appointment
of Michael Punke as the new WTO
ambassador, who will reside in
Geneva. The post had been vacant
since Peter Allgeier resigned early
last month.

The ambassador-designate is a
Clinton-era Washington trade law-

yer who quit to write history and
teach at the University of Mon-
tana. Max Baucus, the influential
Democratic senator from Mon-
tana, lobbied for his appointment.
Mr. Punke “has keen political in-
stincts and a great knack for get-
ting along with people,” says Rich-
ard Weiner, a Washington-based
trade lawyer for Sidley Austin LLP.

“He’s bound to be a success as the
new face of the new administra-
tion in Geneva.”

Mr. Punke, who must be con-
firmed by the Senate, is also the au-
thor of a novel and a nonfiction
book about conservationist
George Bird Grinnell, who founded
the first Audubon Society in the
late 1800s.

LEADING THE NEWS
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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.

2.39% 17 DJ Global Index -a % % 207.13 1.06% –13.5% 4.38% 13 U.S. Select Dividend -b % % 575.43 1.04%–21.9%

2.00% 19 Global Dow 1196.40 1.13% –17.9% 1808.54 0.95% –18.1% 4.27% 17 Infrastructure 1300.30 1.44% –14.4% 1764.46 1.26% –14.5%

2.90% 43 Stoxx 600 233.90 1.38% –14.1% 248.59 1.20% –14.3% 1.54% 8 Luxury 799.60 1.54% –9.5% 964.82 1.36% –9.7%

3.05% 27 Stoxx Large 200 249.90 1.33% –14.5% 264.27 1.16% –14.7% 6.28% 5 BRIC 50 370.90 2.31% –6.3% 503.32 2.13% –6.5%

2.17% -18 Stoxx Mid 200 218.60 1.52% –11.4% 231.07 1.34% –11.6% 4.11% 13 Africa 50 723.70 0.77% –22.6% 653.83 0.59% –22.8%

2.19% -91 Stoxx Small 200 137.30 1.70% –11.6% 145.14 1.53% –11.8% 3.29% 8 GCC % % 1477.94 0.06% –41.5%

2.93% 34 Euro Stoxx 254.60 1.48% –15.7% 270.69 1.30% –15.9% 2.91% 17 Sustainability 768.00 1.35% –13.4% 922.87 1.17% –13.6%

3.07% 21 Euro Stoxx Large 200 270.20 1.51% –16.3% 285.47 1.33% –16.5% 2.35% 14 Islamic Market -a % % 1770.72 1.15% –11.0%

2.21% -12 Euro Stoxx Mid 200 243.40 1.29% –13.1% 257.09 1.12% –13.3% 2.68% 14 Islamic Market 100 1575.70 1.15% –10.0% 1919.32 0.97% –10.2%

2.44% 47 Euro Stoxx Small 200 148.70 1.37% –12.1% 156.95 1.20% –12.3% 2.68% 14 Islamic Turkey -c % % % %

5.13% 12 Stoxx Select Dividend 30 1314.10 1.55% –22.8% 1600.70 1.37% –22.9% 2.03% 16 DJ U.S. TSM % % 10451.47 1.30% –17.7%

4.20% 15 Euro Stoxx Select Div 30 1605.30 1.77% –23.9% 1962.91 1.59% –24.1% % DJ-UBS Commodity 118.90 –0.37% –31.0% 122.93 –0.54% –31.2%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 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 1.1827 1.9331 1.1096 0.1636 0.0373 0.1954 0.0127 0.3140 1.6836 0.2262 1.0845 ...

 Canada 1.0906 1.7824 1.0231 0.1508 0.0344 0.1802 0.0117 0.2895 1.5523 0.2086 ... 0.9221

 Denmark 5.2292 8.5469 4.9059 0.7231 0.1651 0.8639 0.0563 1.3882 7.4435 ... 4.7950 4.4213

 Euro 0.7025 1.1482 0.6591 0.0971 0.0222 0.1161 0.0076 0.1865 ... 0.1343 0.6442 0.5940

 Israel 3.7670 6.1570 3.5341 0.5209 0.1189 0.6224 0.0405 ... 5.3621 0.7204 3.4542 3.1850

 Japan 92.9350 151.8976 87.1892 12.8514 2.9344 15.3543 ... 24.6708 132.2883 17.7723 85.2185 78.5765

 Norway 6.0527 9.8928 5.6785 0.8370 0.1911 ... 0.0651 1.6068 8.6157 1.1575 5.5501 5.1176

 Russia 31.6706 51.7640 29.7125 4.3795 ... 5.2325 0.3408 8.4074 45.0815 6.0565 29.0409 26.7775

 Sweden 7.2315 11.8195 6.7844 ... 0.2283 1.1948 0.0778 1.9197 10.2937 1.3829 6.6311 6.1142

 Switzerland 1.0659 1.7422 ... 0.1474 0.0337 0.1761 0.0115 0.2830 1.5173 0.2038 0.9774 0.9012

 U.K. 0.6118 ... 0.5740 0.0846 0.0193 0.1011 0.0066 0.1624 0.8709 0.1170 0.5610 0.5173

 U.S. ... 1.6344 0.9382 0.1383 0.0316 0.1652 0.0108 0.2655 1.4234 0.1912 0.9170 0.8455

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 306.25 –9.50 –3.01% 707.00 302.00
Soybeans (cents/bu.) CBOT 922.00 –19.50 –2.07 1,557.50 670.00
Wheat (cents/bu.) CBOT 471.75 –7.00 –1.46 1,155.75 471.00
Live cattle (cents/lb.) CME 86.650 –0.075 –0.09 118.500 81.250
Cocoa ($/ton) ICE-US 2,936 13 0.44% 3,217 1,961
Coffee (cents/lb.) ICE-US 124.10 3.30 2.73 189.00 112.00
Sugar (cents/lb.) ICE-US 21.60 –1.54 –6.66 24.85 11.05
Cotton (cents/lb.) ICE-US 59.63 0.39 0.66 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,197.00 –21 –0.95 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,887 2 0.11 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,448 28 1.97 2,256 1,275

Copper (cents/lb.) COMEX 286.65 0.15 0.05 378.00 131.15
Gold ($/troy oz.) COMEX 996.70 –1.00 –0.10 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1628.50 –0.50 –0.03 2,200.00 740.00
Aluminum ($/ton) LME 1,841.00 –24.00 –1.29 2,650.00 1,288.00
Tin ($/ton) LME 14,350.00 25.00 0.17 19,150.00 9,750.00
Copper ($/ton) LME 6,300.00 20.00 0.32 7,135.00 2,815.00
Lead ($/ton) LME 2,260.00 31.00 1.39 2,260.00 870.00
Zinc ($/ton) LME 1,932.00 29.00 1.52 1,932.00 1,065.00
Nickel ($/ton) LME 18,055 –290 –1.58 21,150 9,000

Crude oil ($/bbl.) NYMEX 68.02 0.06 0.09 125.66 45.13
Heating oil ($/gal.) NYMEX 1.7205 –0.0145 –0.84 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.7763 –0.0165 –0.92 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 2.728 0.220 8.77 12.115 2.409
Brent crude ($/bbl.) ICE-EU 66.82 –0.30 –0.45 116.93 44.75
Gas oil ($/ton) ICE-EU 545.50 –9.25 –1.67 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 4
Per In

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

Argentina peso-a 5.4749 0.1827 3.8463 0.2600

Brazil real 2.6373 0.3792 1.8528 0.5397
Canada dollar 1.5523 0.6442 1.0906 0.9170

1-mo. forward 1.5523 0.6442 1.0905 0.9170
3-mos. forward 1.5523 0.6442 1.0905 0.9170
6-mos. forward 1.5525 0.6441 1.0906 0.9169

Chile peso 785.10 0.001274 551.55 0.001813
Colombia peso 2870.03 0.0003484 2016.25 0.0004960
Ecuador US dollar-f 1.4234 0.7025 1 1
Mexico peso-a 19.1529 0.0522 13.4553 0.0743
Peru sol 4.1792 0.2393 2.9360 0.3406
Uruguay peso-e 31.814 0.0314 22.350 0.0447
U.S. dollar 1.4234 0.7025 1 1
Venezuela bolivar 3.06 0.327164 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6836 0.5940 1.1827 0.8455
China yuan 9.7221 0.1029 6.8300 0.1464
Hong Kong dollar 11.0320 0.0906 7.7502 0.1290
India rupee 69.5711 0.0144 48.8750 0.0205
Indonesia rupiah 14398 0.0000695 10115 0.0000989
Japan yen 132.29 0.007559 92.94 0.010760

1-mo. forward 132.26 0.007561 92.91 0.010763
3-mos. forward 132.20 0.007564 92.87 0.010767
6-mos. forward 132.09 0.007571 92.80 0.010776

Malaysia ringgit-c 5.0184 0.1993 3.5255 0.2836
New Zealand dollar 2.0802 0.4807 1.4613 0.6843
Pakistan rupee 117.862 0.0085 82.800 0.0121
Philippines peso 69.173 0.0145 48.595 0.0206
Singapore dollar 2.0485 0.4882 1.4391 0.6949
South Korea won 1761.95 0.0005676 1237.80 0.0008079
Taiwan dollar 46.839 0.02135 32.905 0.03039
Thailand baht 48.504 0.02062 34.075 0.02935

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

Euro zone euro 1 1 0.7025 1.4235
1-mo. forward 1.0000 1.0000 0.7025 1.4235
3-mos. forward 1.0000 1.0000 0.7025 1.4235
6-mos. forward 1.0001 0.9999 0.7026 1.4234

Czech Rep. koruna-b 25.494 0.0392 17.910 0.0558
Denmark krone 7.4435 0.1343 5.2292 0.1912
Hungary forint 273.03 0.003663 191.81 0.005213
Norway krone 8.6157 0.1161 6.0527 0.1652
Poland zloty 4.1010 0.2438 2.8810 0.3471
Russia ruble-d 45.082 0.02218 31.671 0.03158
Sweden krona 10.2937 0.0971 7.2315 0.1383
Switzerland franc 1.5173 0.6591 1.0659 0.9382

1-mo. forward 1.5169 0.6593 1.0656 0.9384
3-mos. forward 1.5160 0.6596 1.0650 0.9389
6-mos. forward 1.5144 0.6603 1.0639 0.9399

Turkey lira 2.1382 0.4677 1.5021 0.6657
U.K. pound 0.8709 1.1482 0.6118 1.6345

1-mo. forward 0.8710 1.1482 0.6119 1.6344
3-mos. forward 0.8709 1.1482 0.6119 1.6344
6-mos. forward 0.8709 1.1482 0.6118 1.6345

MIDDLE EAST/AFRICA
Bahrain dinar 0.5366 1.8635 0.3770 2.6526
Egypt pound-a 7.8745 0.1270 5.5320 0.1808
Israel shekel 5.3621 0.1865 3.7670 0.2655
Jordan dinar 1.0074 0.9926 0.7078 1.4129
Kuwait dinar 0.4087 2.4469 0.2871 3.4831
Lebanon pound 2138.73 0.0004676 1502.50 0.0006656
Saudi Arabia riyal 5.3383 0.1873 3.7503 0.2666
South Africa rand 10.8830 0.0919 7.6455 0.1308
United Arab dirham 5.2284 0.1913 3.6731 0.2723

SDR -f 0.9108 1.0979 0.6399 1.5629

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 600 233.85 3.17 1.37% 18.8% –14.1%

 21 DJ Stoxx 50 2383.80 34.19 1.46 15.4% –13.5%

 34 Euro Zone DJ Euro Stoxx 254.64 3.71 1.48 14.3% –15.7%

 29 DJ Euro Stoxx 50 2743.34 44.12 1.63 11.9% –13.9%

 15 Austria ATX 2454.02 26.53 1.09 40.2% –26.7%

 13 Belgium Bel-20 2356.17 33.35 1.44 23.4% –21.5%

 12 Czech Republic PX 1148.1 14.6 1.29 33.8% –16.5%

 18 Denmark OMX Copenhagen 310.34 5.89 1.93 37.2% –15.3%

 14 Finland OMX Helsinki 6195.44 126.48 2.08 14.7% –18.8%

 15 France CAC-40 3598.76 45.25 1.27 11.8% –14.2%

 19 Germany DAX 5384.43 83.01 1.57 11.9% –12.1%

 … Hungary BUX 18868.38 47.09 0.25 54.1% –3.8%

 15 Ireland ISEQ 3038.21 60.28 2.02 29.7% –29.1%

 12 Italy FTSE MIB 22214.61 278.02 1.27 14.2% –19.4%

 … Netherlands AEX 293.16 4.15 1.44 19.2% –24.7%

 13 Norway All-Shares 348.53 3.21 0.93 29.0% –19.3%

 17 Poland WIG 36191.65 182.22 0.51 32.9% –9.3%

 16 Portugal PSI 20 7802.89 75.92 0.98 23.0% –6.6%

 … Russia RTSI 1063.57 –10.48 –0.98% 68.3% –27.6%

 10 Spain IBEX 35 11222.7 204.6 1.86% 22.0% 0.7%

 15 Sweden OMX Stockholm 275.65 4.00 1.47 35.0% 3.7%

 13 Switzerland SMI 6119.07 45.35 0.75 10.6% –12.3%

 9 Turkey ISE National 100 45160.51 –985.52 –2.14 68.1% 15.5%

 12 U.K. FTSE 100 4851.70 54.95 1.15 9.4% –7.4%

 52 ASIA-PACIFIC DJ Asia-Pacific 115.76 –0.09 –0.08 23.7% –6.1%

 … Australia SPX/ASX 200 4435.5 5.9 0.13 19.2% –9.1%

 …. China CBN 600 24672.41 217.48 0.89 67.1% 42.0%

 19 Hong Kong Hang Seng 20318.62 556.94 2.82 41.2% 1.9%

 18 India Sensex 15689.12 290.79 1.89 62.6% 8.3%

 … Japan Nikkei Stock Average 10187.11 –27.53 –0.27 15.0% –16.6%

 … Singapore Straits Times 2622.69 24.33 0.94 48.9% 1.9%

 11 South Korea Kospi 1608.90 –4.63 –0.29 43.1% 14.6%

 18 AMERICAS DJ Americas 267.15 3.88 1.47 18.1% –17.2%

 … Brazil Bovespa 56652.28 945.11 1.70 50.9% 9.1%

 18 Mexico IPC 28309.55 159.46 0.57 26.5% 9.3%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sep. 4, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 20 ALL COUNTRY (AC) WORLD* 270.39 0.58% 18.8% –19.9%

2.60% 21 World (Developed Markets) 1,064.26 0.50% 15.7% –20.9%

2.40% 23 World ex-EMU 124.55 0.57% 15.7% –20.2%

2.50% 23 World ex-UK 1,061.08 0.55% 14.9% –20.6%

3.20% 20 EAFE 1,461.47 –0.04% 18.1% –19.7%

2.50% 16 Emerging Markets (EM) 840.99 1.20% 48.3% –12.1%

3.60% 14 EUROPE 80.26 –0.01% 15.6% –20.3%

3.90% 14 EMU 163.72 0.11% 15.2% –24.4%

3.40% 16 Europe ex-UK 88.11 0.00% 13.6% –19.9%

4.20% 12 Europe Value 92.19 0.14% 18.9% –19.3%

2.90% 17 Europe Growth 67.83 –0.18% 12.2% –21.4%

2.70% 17 Europe Small Cap 144.00 1.25% 42.6% –16.7%

2.30% 8 EM Europe 229.84 1.68% 44.7% –34.5%

4.00% 11 UK 1,427.49 –0.43% 8.6% –14.7%

2.80% 20 Nordic Countries 125.02 0.71% 27.5% –23.5%

1.80% 7 Russia 607.05 1.58% 47.3% –42.1%

3.40% 13 South Africa 662.23 0.30% 14.4% –3.5%

2.80% 19 AC ASIA PACIFIC EX-JAPAN 361.53 0.82% 46.2% –7.2%

1.70% -72 Japan 582.42 –0.76% 9.9% –26.5%

2.30% 16 China 57.50 2.19% 41.0% –1.4%

1.00% 20 India 613.73 –0.23% 66.2% 5.1%

0.90% 24 Korea 456.06 –0.12% 48.6% 12.9%

2.90% 31 Taiwan 260.30 0.84% 50.1% –4.0%

2.00% 28 US BROAD MARKET 1,110.07 0.96% 13.0% –21.5%

1.40% -47 US Small Cap 1,489.49 1.41% 19.5% –21.3%

3.50% 14 EM LATIN AMERICA 3,245.20 1.35% 56.2% –18.2%

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

GLOBAL MARKETS LINEUP

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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American Airlines faces growing FAA friction

WTO ruling calls Airbus aid illegal
Interim decision on preferential European government loans to build A380 passenger jet is a boost for Boeing

Government subsidies to Airbus to launch the 380 jet were called illegal by the WTO. Above, an Airbus 380 in July.

By Andy Pasztor

AmericanAirlines faces an escalat-
ing dispute with the Federal Aviation
Administration over allegedly im-
proper repairs to at least 16 aircraft.

FAA officials suspect that one of
those planes was abruptly retired to
get it out of sight of government in-
spectors, according to people famil-
iar with the details.

The probe, which began several
months ago, has raised red flags at
the FAA about the Fort Worth, Texas-
based carrier’s willingness to prop-
erly disclose potential safety prob-
lems, these people said. It follows a
string of clashes between the FAA and
American, a unit of AMR Corp., over
maintenance issues ranging from
faulty emergency slides to engine
parts with the wrong coatings. Those
enforcement cases are continuing.

The latest case is viewed as par-
ticularly serious because some FAA
inspectors think the circumstances
under which the airline suddenly
chose to mothball one plane show
the move was part of an effort to
hide the extent of suspected de-
fects. The plane was ferried to the
New Mexico desert in March for
storage, according to people famil-
iar with the probe and company doc-
uments, which were reviewed by
The Wall Street Journal.

About three weeks earlier, Ameri-
can’s engineering paperwork
showed the plane was slated for re-
pairs to return it to service. But
American didn’t explicitly tell the
FAA of its change in plans, these peo-
ple said, and FAA officials didn’t
learn of it until after the fact. Carri-
ers aren’t obliged to promptly re-
port plane retirements, but inspec-

tors felt in this case they should
have been informed.

FAA press officials confirmed
that the investigation into the re-
pairs is continuing, but declined to
provide details. The probe could re-
sult in millions of dollars in pro-
posed fines or penalties.

American spokesman Tim Wag-
ner said “the FAA has provided Amer-
ican the opportunity to respond to
its investigation, and we are in the
process of doing so.” He declined to
elaborate, adding “we believe conver-
sations outside of that process are in-
consistent with FAA regulations.”

Without commenting on specifics
of the retired plane, Mr. Wagner said
allegations of impropriety “misrepre-
sent the facts,” adding that the FAA
“has complete access to retired air-
planes—and it exercises that access
frequently.” According to Mr. Wag-
ner, “all airlines have the authority to

make decisions regarding the retire-
ment of individual aircraft based on
economic and competitive factors.”

The FAA’s probe focuses on alle-
gations that incorrect fasteners, im-
properly drilled holes, related poor
workmanship and other mainte-
nance lapses afflict a portion of
American’s aging fleet of MD-80 se-
ries jets, which the carrier is gradu-
ally replacing with more fuel-effi-
cient planes.

According to preliminary find-
ings of FAA inspectors, at least 16 of
the twin-engine planes were oper-
ated for months, and sometimes
years, with potentially substandard
repairs to cracks around rear pres-
sure bulkheads, key structural parts
that can cause rapid cabin decom-
pression if they rupture. American
is in the process of responding to a
formal FAA “letter of investigation”
spelling out the allegations.

American’s situation recalls
Southwest Airlines Co.’s in the
spring of 2008, when lawmakers re-
vealed that a year earlier Southwest
knowingly continued to carry pas-
sengers on 46 aircraft without per-
forming essential safety inspec-
tions. Southwest subsequently said
it got approval to do so from local
FAA officials.

In American’s case, the carrier
pulled the 16 planes from service
once it realized repairs were
needed. But some FAA officials fault
it for waiting too long and then hur-
riedly retiring a plane already under
FAA scrutiny.

After flying the affected planes
in early February into its Dallas and
Tulsa, Okla., maintenance facilities,
American told the FAA that it
planned to retire a handful of them.
The airline then listed 11 remaining
MD-80s slated for permanent re-
pairs in Tulsa, spelling out the in-
structions on an internal work order
dated Feb. 12. The plane identified
as #279 was on that list.

But by the time FAA inspectors
were on hand to assess the planes’
condition and review repair plans,
#279 had dropped off the repair list,
said people familiar with the details.
Engineering orders on Feb. 28 and
March 2 laid out the work to be done
on the rest of the jets, but didn’t men-
tion #279.

After the FAA learned of the fate
of aircraft #279, an inspector went
to Roswell, N.M., to take photos of
the fuselage and sections around the
rear bulkhead, said people familiar
with the matter. Several other FAA
inspectors have made trips in recent
month to examine different parts of
American’s retired MD-80 planes.
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Air France plans
to eliminate
1,500 positions

MD-80 jets used by American Airlines sit on the tarmac at Dallas-Fort Worth
International Airport last year.

CORPORATE NEWS

By John W. Miller

And Daniel Michaels

BRUSSELS—The World Trade Or-
ganization ruled Friday that plane
maker Airbus received illegal subsi-
dies from European governments, ac-
cording to two people familiar with
the matter. The WTO said in a confi-
dential interim ruling that the prefer-
ential government loans for the A380
passengerjetconstitutedanillegalex-
port subsidy, these people said.

The decision could give the U.S.
government and Chicago-based Boe-
ingCo. legal ammunition to contest fu-
ture funding for Airbus, a unit of Euro-
pean Aeronautic Defence & Space Co.

EADS could also be forced to re-
pay billions of dollars in past aid, al-
though a final judgement could take
several years.

Spokesmen for Boeing and EADS
declined to comment.

The U.S. filed its case against the
EU in 2004, contesting what the U.S.
alleged was $20 billion in illegal sup-
port from European governements
for Airbus to develop new models.
The support was given as loans,
known as launch aid.

The EU quickly responded with a
case against U.S. support for Boe-
ing. An initial ruling in that case
could be months away.

U.S. trade officials consider the
ruling in the case, the biggest and
most expensive in the WTO’s
14-year history, to be a “great vic-

tory,” according to one of the people
familiar with the matter.

An EU official contested that in-
terpretation. “This report is much
more complex and much more com-
plicated” than saying the WTO ruled
against EU support for the A380, the
official said.

Another person familiar with the
matter said the ruling doesn’t cate-
gorically forbid loans from EU gov-
ernments to Airbus.

EU trade spokesman Lutz Guell-
ner said the preliminary report “is
only half the story.” The WTO could
rule Boeing has violated trade rules
in the EU’s case against the U.S., ana-
lysts say.

EU governments are now in talks
with EADS about providing Œ2.9 bil-
lion ($4.15 billion) to help Airbus de-
velopthenewlong-rangeA350tocom-
pete with Boeing’s 787 Dreamliner.

Launch aid to the A350 wasn’t

covered by the finding, but U.S. offi-
cials say they plan to challenge it at
the WTO.

The WTO also ruled that Euro-
pean funding for research and devel-
opment at Airbus and for govern-
ment-built infrastructure such as
roads used predominantly by Air-
bus was illegal under trade rules,
one person familiar with the case
said.

The WTO published only two pa-

per copies of its confidential report,
around 1,000 pages long, for the U.S.
and EU governments.

The WTO’s final decision on the
U.S. case against Airbus will come
out next year. Analysts say the WTO
ruling, which possibly won’t be final-
ized for years, could set the frame-
work for state assistance to airplane
makers which must spend billions
to develop passenger jets. Brazil,
China, Canada, Russia and Japan are
developing new jetliner models that
could one day rival those of Airbus
and Boeing.

“This case sets an important pre-
cedent that must be respected by all
countries with an emerging com-
mercial aircraft industry,” said Sen.
Maria Cantwell (D., Wash.).

Government help for major in-
dustries amid the current economic
crisis has become less taboo than
when the U.S. filed its WTO suit in a
bid to defend Boeing.

The EU and U.S. signed an agree-
ment in 1992 that gave both sides
some license to aid their airplane
makers. By 2004, however, Airbus
had gained so much market share
that the U.S. withdrew from the
agreement and sued at the WTO. It
alleged that Airbus’s success hinged
on generous market-distorting
launch aid.
 —David Pearson

and Ann Keeton
contribute to this article.

By David Pearson

PARIS—Air France said Friday it
plans to cut about 1,500 jobs
through voluntary departures in a
bid to offset falling revenue from
passengers and cargo.

Like other airlines, Air France is
adapting operations to the deterio-
ration in traffic amid the economic
slowdown and to heightened compe-
tition from high-speed trains and
low-cost carriers.

The plan has been presented to
employee representatives, and nego-
tiations will start this week with a
view to presenting a draft plan to its
European works council Oct. 21, the
airline said.

Air France, one of the two constit-
uent airlines of Air France-KLM,
has 63,000 employees. Airline offi-
cials said the voluntary-departure
program won’t be open to flight
crews or maintenance staff.

The carrier plans to cut its cargo
capacity by 15% to improve its load
factor, a measure of how full its
planes are, which has been severely
hurt by the slump in world trade. It is
also reducing its passenger capacity
by 5% to adapt it to reduced traffic.

In July, Air France said it intends
to reorganize its medium-haul oper-
ations to adapt to the deterioration
in market conditions, a plan that
could involve eliminating both
flights and destinations.

For the quarter ended June 30, its
fiscal first, Air France-KLM posted a
Œ426 million ($607 million) net loss
as revenue declined 21%.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 15.50 $25.51 0.36 1.43%
Alcoa AA 17.00 12.18 0.17 1.42%
AmExpress AXP 6.30 32.84 0.38 1.17%
BankAm BAC 163.00 17.09 0.25 1.48%
Boeing BA 5.50 49.15 0.69 1.42%
Caterpillar CAT 6.90 46.11 1.07 2.38%
Chevron CVX 5.50 68.96 0.63 0.92%
CiscoSys CSCO 26.90 21.84 0.35 1.63%
CocaCola KO 7.00 49.95 0.37 0.75%
Disney DIS 10.80 25.90 0.46 1.81%
DuPont DD 5.10 31.71 0.08 0.25%
ExxonMobil XOM 13.70 69.18 0.92 1.35%
GenElec GE 75.60 13.87 0.42 3.12%
HewlettPk HPQ 8.20 45.10 0.65 1.46%
HomeDpt HD 7.20 27.03 0.13 0.48%
Intel INTC 46.40 19.64 0.22 1.13%
IBM IBM 3.10 117.46 1.13 0.97%
JPMorgChas JPM 20.00 42.34 0.23 0.55%
JohnsJohns JNJ 6.20 60.32 0.63 1.06%
KftFoods KFT 3.80 28.10 0.11 0.39%
McDonalds MCD 4.70 56.14 0.57 1.03%
Merck MRK 11.50 30.70 0.46 1.52%
Microsoft MSFT 42.80 24.62 0.51 2.12%
Pfizer PFE 27.80 16.39 0.31 1.93%
ProctGamb PG 6.60 52.86 –0.01 –0.02%
3M MMM 2.10 71.35 0.33 0.46%
TravelersCos TRV 2.70 50.12 0.20 0.40%
UnitedTech UTX 3.20 60.52 0.87 1.46%
Verizon VZ 6.80 30.60 0.36 1.19%
WalMart WMT 12.60 51.68 –0.06 –0.12%

Dow Jones Industrial Average P/E: 15
LAST: 9441.27 s 96.66, or 1.03%

YEAR TO DATE: s 664.88, or 7.6%

OVER 52 WEEKS t 1,779.69, or 15.9%

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

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

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

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

JPMorgan $1,659 7.6% 53% 21% 24% 1%

UBS 1,231 5.7% 53% 17% 29% 1%

Credit Suisse 1,207 5.6% 46% 31% 21% 1%

Deutsche Bank 1,057 4.9% 37% 31% 28% 3%

Goldman Sachs 977 4.5% 45% 16% 39% …%

Citi 929 4.3% 35% 33% 29% 3%

Morgan Stanley 870 4.0% 46% 21% 33% …%

Bank of America Merrill Lynch 808 3.7% 39% 25% 33% 2%

RBS 727 3.3% 42% 42% 9% 7%

Source: Dealogic

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

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

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

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 TUI AG 1299 64 70 –320

Source: Markit Group

Dow Jones Stoxx 50: Friday’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

Daimler Germany Automobiles $48.1 31.83 5.08% –19.8% –20.7%

ING Groep Netherlands Life Insurance 31.1 10.52 4.73 –48.9 –68.3

Koninklijke Phlps Netherlands Consumer Electronics 21.9 15.85 4.66 –26.9 –40.1

Banco Santander Spain Banks 125.0 10.77 4.56 4.0 –3.5

Nokia Finland Telecomms Equipment 53.0 9.95 3.54 –29.9 –34.3

Astrazeneca U.K. Pharmaceuticals $65.5 27.58 –0.61% 5.9 –16.4

Sanofi-Aventis S.A. France Pharmaceuticals 87.2 46.57 –0.02 1.7 –31.1

Unilever Netherlands Food Products 46.0 18.85 unch. –6.8 0.7

BP U.K. Integrated Oil & Gas 181.4 5.37 0.08% 7.5 –9.2

Nestle S.A. Switzerland Food Products 155.7 43.32 0.09 –9.9 0.9

...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 42.9 48.50 3.49% –14.5% –45.2%
Germany (Banks)
Rio Tinto 60.5 24.16 3.01 –32.2 9.4
U.K. (General Mining)
Deutsche Telekom 58.4 9.40 2.96 –14.0 –16.3
Germany (Mobile Telecomms)
Anglo Amer 43.9 20.01 2.93 –13.2 –12.6
U.K. (General Mining)
Intesa Sanpaolo 49.6 2.94 2.80 –21.2 –43.5
Italy (Banks)
BNP Paribas S.A. 81.8 54.99 2.54 –8.9 –33.3
France (Banks)
GDF Suez 95.6 29.75 2.41 –15.9 5.6
France (Multiutilities)
Credit Suisse Grp 58.5 52.70 2.33 7.2 –23.5
Switzerland (Banks)
Vodafone Grp 126.8 1.33 2.26 1.2 17.4
U.K. (Mobile Telecomms)
HSBC Hldgs 185.1 6.58 2.22 –10.6 –20.9
U.K. (Banks)
ArcelorMittal 55.1 24.78 1.98 –43.1 –6.9
Luxembourg (Iron & Steel)
UBS 63.6 19.05 1.87 –15.0 –69.5
Switzerland (Banks)
Total S.A. 135.7 40.21 1.86 –9.3 –21.2
France (Integrated Oil & Gas)
Siemens 78.4 60.25 1.86 –12.5 –8.3
Germany (Diversified Industrials)
Bayer 50.0 42.50 1.70 –18.6 11.5
Germany (Specialty Chemicals)
Banco Bilbao Viz 64.9 12.17 1.54 10.8 –29.8
Spain (Banks)
AXA S.A. 45.7 15.38 1.45 –27.4 –46.0
France (Full Line Insurance)
BHP Billiton 57.8 15.86 1.28 10.3 61.5
U.K. (General Mining)
Iberdrola S.A. 45.5 6.40 1.27 –14.4 –12.4
Spain (Conventional Electricity)
British Amer Tob 62.8 18.99 1.23 4.3 30.1
U.K. (Tobacco)

UniCredit 60.4 2.53 1.20% –18.1% –51.7%
Italy (Banks)
France Telecom 66.4 17.85 1.16 –7.7 7.7
France (Fixed Line Telecomms)
BASF 45.7 34.96 1.10 –8.4 10.4
Germany (Commodity Chemicals)
Telefonica S.A. 116.4 17.38 1.02 5.3 33.1
Spain (Fixed Line Telecomms)
GlaxoSmithKline 111.0 11.88 0.93 –6.5 –19.1
U.K. (Pharmaceuticals)
E.ON 81.3 28.55 0.88 –24.1 –13.6
Germany (Multiutilities)
ENI 94.8 16.62 0.79 –17.9 –28.7
Italy (Integrated Oil & Gas)
Roche Hldg Part. Cert. 109.0 165.40 0.79 –9.8 –26.7
Switzerland (Pharmaceuticals)
Allianz SE 49.6 76.98 0.69 –28.2 –41.7
Germany (Full Line Insurance)
Assicurazioni Gen 33.8 16.82 0.60 –21.2 –33.8
Italy (Full Line Insurance)
BG Grp 59.0 10.08 0.60 –2.4 48.9
U.K. (Integrated Oil & Gas)
Tesco 47.8 3.72 0.59 0.8 0.8
U.K. (Food Rtlrs & Whlslrs)
Diageo 43.2 9.58 0.52 –4.5 2.7
U.K. (Distillers & Vintners)
L.M. Ericsson Tel B 28.6 69.40 0.43 4.2 –41.9
Sweden (Telecomms Equipment)
Novartis 120.8 48.70 0.33 –17.5 –30.3
Switzerland (Pharmaceuticals)
Royal Dutch Shell A 97.9 19.39 0.28 –10.0 –26.7
U.K. (Integrated Oil & Gas)
SAP 59.2 33.92 0.24 –9.8 –6.8
Germany (Software)
Barclays 63.3 3.52 0.13 10.9 –45.2
U.K. (Banks)
Soc. Generale 43.1 52.20 0.12 –16.5 –53.9
France (Banks)
ABB 43.4 19.90 0.10 –18.4 26.3
Switzerland (Industrial Machinery)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.03% 1.02% 1.7% 5.7% -3.7%
Event Driven 0.34% 2.10% 5.3% 9.9% -17.8%
Equity Market Neutral -0.21% -0.76% 0.0% -3.8% -9.0%
Equity Long/Short 0.08% 0.31% 3.3% 3.0% -11.7%

*Estimates as of 09/03/09, 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 0.98 103.88% 0.02% 1.87 0.85 1.23

Eur. High Volatility: 11/1 1.88 108.07 0.04 3.89 1.56 2.43

Europe Crossover: 11/2 6.21 112.96 0.10 6.51 5.81 6.10

Asia ex-Japan IG: 11/1 1.40 109.24 0.04 3.84 1.21 2.11

Japan: 11/1 1.69 115.03 0.05 4.33 1.41 2.23

 Note: Data as of September 3

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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China sets new rules for music sold online
Foreign songs require
approval; measures
cover search engines

Google executive’s departure highlights struggles in China

Officials said the new rules requiring foreign songs to be approved by censors also apply to search services like Yahoo China
and Baidu, whose offices are shown above in 2005. The services provide links to music, rather than hosting it on their own servers.

Kai-Fu Lee is leaving Google’s China operations, which has been unable to gain
market share from search rival Baidu.

By Loretta Chao

BEIJING—China’s government
ordered a cleanup of the country’s
online music market that will re-
quire music sites to seek approval
from censors for all foreign songs
they distribute on the Internet.

The Ministry of Culture’s mea-
sure,whichaffectsmusicservicespro-
vided by companies including Google
Inc. and Baidu Inc., is the latest effort
bythegovernmenttotrytoassertcon-
trolovertheInternet,whichhas some
338 million users in China, more than
in any other country.

In a statement on its Web site,
the ministry said the measure is
aimed at addressing problems such
as “the intermingling of good and
bad content” and “the large quan-
tity of imported music without ap-
proval,” as well as copyright viola-
tions and a general “lack of supervi-
sion and regulation over market be-
havior.”

Groups representing record la-
bels said they hoped the move
would lead to tougher action
against piracy, which is rampant in
China. The International Federation
of the Phonographic Industry, which
represents music companies, esti-
mates that music sales in China to-
taled just $82 million last year, and
99% of the music accessed in China
is unlicensed.

The Culture Ministry’s rule, is-
sued late Thursday, sets up what
could be an enormous bureaucratic
task. It requires that all music from
outside China, including Hong Kong
and Taiwan, must be submitted to
the ministry by the end of the year.

Online music distributors will be
required to provide written lyrics
for each song, translated into Chi-
nese, and documents to prove they
aren’t infringing on intellectual-
property rights, the ministry notice
said. In addition, companies wish-

ing to provide music-download ser-
vices will be required to apply for an
Internet culture license to do so, it
said.

“If you look at the cost-benefit
analysis, there is a bit of time re-
quired to do this, but if the benefit
that those who are doing it the right
way get to have a fair shot at the mar-
ket, it’s probably worth doing,” said
Mathew Daniel, vice president of
Beijing-based online music store
and distributor R2G.net.

The government already censors
imported movies and books, and
vets set lists for foreign bands like
the Rolling Stones that play con-
certs here. But the scope of online
music is daunting: Music services in
China offer hundreds of thousands
of songs from artists outside main-
land China—music from Taiwan and
Hong Kong is among the most popu-
lar here—and it is unclear how the
ministry plans to process all those

applications in fewer than four
months. The ministry said it “re-
cruited and trained a sufficient num-
ber of qualified reviewers” to do the
work.

It is also unclear how much of the
initiative is really targeted at crack-
ing down on piracy. The Culture Min-
istry isn’t the main enforcer of copy-
right protection in China.

Officials stressed that the rules
also apply to search services like
Baidu and Yahoo China that provide
links to music, rather than hosting it
on their own servers.

Neal Turkewitz, an executive
vice president at the Recording In-
dustry Association of America, said
music search services like Baidu
should be included in the new rules.
“Hopefully these new regulations
will be applied to all services that
provide access to music, and not
only to the few legitimate services
that are providing legal materials,”
he said.

Baidu, the Chinese search leader,
has long been criticized by the re-
cording industry for providing links
to unlicensed music. “Baidu is a
search engine. Of course it’s regu-
lated by the notice,” a ministry offi-
cial said.

A Baidu spokeswoman said
Baidu’s music service already “has
attained approval” from the Culture
Ministry. “We believe that a more
standardized environment for digi-
tal music will benefit music content
providers, Internet users and Inter-
net companies alike,” it said, adding
that Baidu “complies with local
rules and regulations.”

Alibaba Group, which operates
Yahoo Inc.’s sites in China, declined
to comment. Spokespeople for Goo-
gle didn’t respond to requests for
comment.

Some industry executives fo-
cused on the benefits of a possible
clampdown on piracy, despite the ex-
tra work that will be required of on-
line music companies.

“Finally, a government agency
has a clear [statement that] music
search must be linked to licensed
music,” said Gary Chen, chief execu-
tive of Orca Digital.

The Chinese company owns
Top100.cn, a Web site that has part-
nered with Google to provide free, li-
censed music downloads to users in
China. “This is a very positive [step
to building] a healthy and legitimate
music industry in China,” he said.

 —Ethan Smith, Ellen Zhu and
Kersten Zhang contributed

to this article.

By Jessica E. Vascellaro

And Loretta Chao

The resignation of Kai-Fu Lee,
head of Google Inc.’s China opera-
tions, is the latest evidence of the
search giant’s continued struggles
in the region, where Internet compe-
tition is intensifying.

The company announced Mr.
Lee’s departure late Thursday, say-
ing the 47-year-old executive will be
moving on to start a new venture in
Beijing. His new project will involve
investing in young companies, ac-
cording to one person familiar with
his plans.

Google said its business was do-
ing well in China, noting that the
company planned to nearly double
the size of its sales force in the coun-
try and was seeing “steady growth.”
Google said it will divide Mr. Lee’s
duties among two current execu-
tives.

A Google spokesman said Mr. Lee
wasn’t available for an interview
and declined to comment further on
the company’s performance in
China.

Mr. Lee’s departure is the end to
a tenure in which some on Google’s

China team repeatedly clashed with
the Chinese government and, at
times, with executives in Google’s
Mountain View, Calif., headquarters
over issues such as marketing, ac-
cording to people familiar with the
matter.

Google’s share of China’s
search market by revenue has
been growing and stood at 29% in
the second quarter of this year, ac-
cording to research firm Analysys
International. But Google hasn’t
been able to take share away from
its chief rival, Baidu Inc., which of-
fers a range of services popular
with Chinese Internet users, like
Baidu Post Bar, a tool that allows
users to share information from
message boards.

“There has not been a dramatic
change in Google’s fortunes in
China,” said Mark Mahaney, an ana-
lyst with Citigroup, who estimates
that roughly 2% of Google’s annual
revenue, or roughly $300 million,
comes from China. He adds that de-
spite the size of the market, inves-
tors’ “expectations have kind of mel-
lowed about Google’s ability to suc-
ceed in” China.

Google hired Mr. Lee in 2005 to

lead its expansion into China, luring
him from Microsoft Corp., which
sued Google over the move. The com-
panies settled the case and Mr. Lee,
a former computer-science profes-
sor, helped expand Google’s China
business into a 700-person opera-
tion.

Mr. Lee pushed the launch of new
products for the region, including
new mobile offerings and a new mu-
sic-search service.

But competition has only intensi-
fied. Baidu has been rolling out new
search-advertising technology to
help advertisers better target and

manage their ads. And Taobao, an
e-commerce site owned by China’s
Alibaba Group, is a growing compet-
itor when it comes to searching for
products—a lucrative area of the
search market.

Mr. Lee and his team were repeat-
edly distracted by clashes with the
Chinese government. This summer,
Chinese authorities publicly repri-
manded Google for the appearance
of pornography in its search results.
Google executives promised to work
harder to cut back on porn, tempo-
rarily disabled some search recom-
mendation features and removed
some links.

In previous interviews, Mr. Lee
acknowledged that Google had
made some missteps in the region.
From the very start, the company’s
name was confusing to Chinese us-
ers, he said. He also said the com-
pany lagged behind its competitors
with linking to breaking news.

Mr. Lee said at the time that the
company fixed these problems by
shortening its URL to G.cn, and part-
nering with China portal Sina.com
and other companies to do cross-
promotions and to speed up news up-
dates.

CORPORATE NEWS

In China, a different tune
Music sales by selected countries for 2008, in billions

U.S.

Japan

U.K.

Germany

France

South Korea

China

Country Digital music share of total salesTotal sales
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Source: International Federation of the Phonographic Industry (IFPI) 
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n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/03 USD 324.42 32.1 5.9 4.7
Sel Emerg Mkt Equity GL EQ GGY 09/03 USD 185.59 41.7 –9.4 –12.4
Sel Euro Equity EUR US EQ GGY 09/03 EUR 90.14 20.6 –22.0 –23.6
Sel European Equity EU EQ GGY 09/03 USD 170.38 23.9 –21.8 –21.9
Sel Glob Equity GL EQ GGY 09/03 USD 175.23 22.0 –20.7 –20.3
Sel Glob Fxd Inc GL BD GGY 09/03 USD 137.68 6.8 –2.6 –1.4
Sel Pacific Equity AS EQ GGY 09/03 USD 129.03 42.7 –5.5 –9.6
Sel US Equity US EQ GGY 09/03 USD 113.09 12.2 –23.1 –18.5
Sel US Sm Cap Eq US EQ GGY 09/03 USD 156.71 19.8 –24.8 –20.2

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/03 EUR 25.43 –3.0 –43.5 –47.4
MP-TURKEY.SI OT OT SVN 09/03 EUR 30.46 56.0 –17.9 –21.4

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 09/03 EUR 3.08 46.7 –55.5 –42.6
Parex Eastern Europ Bal OT OT LVA 09/03 EUR 12.61 47.0 –8.0 –4.8
Parex Eastern Europ Bd EU BD LVA 09/03 USD 13.52 55.0 –3.6 0.7
Parex Russian Eq EE EQ LVA 09/03 USD 16.12 86.1 –31.0 –20.6

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 09/04 USD 152.55 37.6 –3.9 –15.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/04 USD 145.58 36.8 –4.8 –16.6
PF (LUX)-Biotech-Pca OT EQ LUX 09/03 USD 281.09 –1.4 –22.4 –6.2
PF (LUX)-CHF Liq-Pca CH MM LUX 09/03 CHF 124.21 0.2 0.3 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/03 CHF 93.76 0.2 0.3 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/03 USD 100.67 23.8 –3.4 –9.7
PF (LUX)-East Eu-Pca EU EQ LUX 09/03 EUR 248.90 86.4 –29.8 –25.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/04 USD 450.33 48.0 –11.9 –15.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/03 EUR 91.75 20.0 –16.5 –19.2
PF (LUX)-EUR Bds-Pca EU BD LUX 09/03 EUR 380.33 1.8 4.7 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/03 EUR 289.43 1.8 4.7 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/03 EUR 143.14 14.6 9.6 4.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/03 EUR 100.63 14.6 9.6 4.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/03 EUR 131.07 45.3 –2.2 –4.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/03 EUR 75.99 45.4 –2.2 –4.3
PF (LUX)-EUR Liq-Pca EU MM LUX 09/03 EUR 135.84 0.9 1.8 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/03 EUR 97.90 0.9 1.8 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 09/03 EUR 102.38 0.5 1.5 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 09/03 EUR 101.02 0.5 1.5 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/03 EUR 365.16 19.4 –20.7 –24.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/03 EUR 120.51 19.2 –16.8 –22.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/03 USD 231.30 22.1 14.0 10.1
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/03 USD 157.34 22.1 13.9 10.1
PF (LUX)-Gr China-Pca AS EQ LUX 09/04 USD 309.84 45.7 4.9 –9.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/04 USD 308.09 60.8 –4.3 –10.1
PF (LUX)-Jap Index-Pca JP EQ LUX 09/04 JPY 8981.89 10.3 –22.3 –23.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/04 JPY 7938.58 8.7 –26.3 –27.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/04 JPY 7715.57 8.3 –26.7 –28.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/04 JPY 4499.82 14.6 –20.4 –22.5
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 09/03 USD 47.83 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/04 USD 236.14 49.2 –2.3 –9.3
PF (LUX)-Piclife-Pca CH BA LUX 09/03 CHF 760.75 10.3 –4.0 –6.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/03 EUR 55.54 25.8 –13.5 –18.0
PF (LUX)-Rus Eq-Pca OT OT LUX 09/03 USD 46.50 103.6 –33.1 NS
PF (LUX)-Security-Pca GL EQ LUX 09/03 USD 86.87 21.6 –9.5 –12.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/03 EUR 412.74 26.5 –19.0 –22.0
PF (LUX)-US Eq-Ica US EQ LUX 09/03 USD 92.25 13.0 –21.3 –13.9
PF (LUX)-USA Index-Pca US EQ LUX 09/03 USD 81.30 12.2 –20.0 –16.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 09/03 USD 513.26 –3.2 4.9 6.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 09/03 USD 376.62 –3.2 4.9 6.1
PF (LUX)-USD Liq-Pca US MM LUX 09/03 USD 130.98 0.6 1.1 2.2
PF (LUX)-USD Liq-Pdi US MM LUX 09/03 USD 85.53 0.6 1.1 2.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 09/03 USD 101.56 0.3 1.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 09/03 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 09/03 EUR 113.13 9.8 –16.8 –15.5

PF (LUX)-WldGovBds-Pca GL BD LUX 09/04 USD 164.86 0.0 9.8 9.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/04 USD 136.45 0.0 9.8 9.0

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/03 USD 11.21 43.0 –8.0 –11.8
Japan Fund USD JP EQ IRL 09/04 USD 16.75 14.0 15.8 –2.6
Polar Healthcare Class I USD OT OT IRL 09/03 USD 11.74 NS NS NS
Polar Healthcare Class R USD OT OT IRL 09/03 USD 11.74 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 09/02 USD 104.32 92.3 6.3 5.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/03 EUR 641.19 13.8 –20.2 NS
Core Eurozone Eq B EU EQ IRL 09/03 EUR 757.97 15.3 –17.4 NS
Euro Fixed Income A EU BD IRL 09/03 EUR 1198.45 5.9 –1.1 –2.6
Euro Fixed Income B EU BD IRL 09/03 EUR 1276.94 6.3 –0.5 –2.0
Euro Small Cap A EU EQ IRL 09/03 EUR 1096.36 29.3 –20.0 –26.3
Euro Small Cap B EU EQ IRL 09/03 EUR 1172.11 29.8 –19.6 –25.8
Eurozone Agg Eq A EU EQ IRL 09/03 EUR 593.74 19.5 –19.8 –22.7
Eurozone Agg Eq B EU EQ IRL 09/03 EUR 851.62 20.0 –19.4 –22.3
Glbl Bd (EuroHdg) A GL BD IRL 09/03 EUR 1342.46 12.1 4.5 2.2
Glbl Bd (EuroHdg) B GL BD IRL 09/03 EUR 1422.13 12.6 5.2 2.9
Glbl Bd A EU BD IRL 09/03 EUR 1077.14 9.9 6.9 1.6
Glbl Bd B EU BD IRL 09/03 EUR 1144.92 10.3 7.6 2.2
Glbl Real Estate A OT EQ IRL 09/03 USD 786.33 18.0 –28.1 –23.6
Glbl Real Estate B OT EQ IRL 09/03 USD 809.08 18.4 –27.7 –23.2
Glbl Real Estate EH-A OT EQ IRL 09/03 EUR 714.24 13.9 –30.3 –25.2
Glbl Real Estate SH-B OT EQ IRL 09/03 GBP 67.01 13.0 –31.1 –24.8
Glbl Strategic Yield A EU BD IRL 09/03 EUR 1455.16 28.7 –0.5 –0.7
Glbl Strategic Yield B EU BD IRL 09/03 EUR 1554.13 29.2 0.1 –0.1
Japan Equity A JP EQ IRL 09/03 JPY 12107.76 17.2 –18.8 –23.2
Japan Equity B JP EQ IRL 09/03 JPY 12879.74 17.6 –18.3 –22.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/03 USD 1970.98 53.2 2.6 –9.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/03 USD 2099.36 53.9 3.3 –9.3
Pan European Eq A EU EQ IRL 09/03 EUR 876.31 21.9 –18.0 –21.5
Pan European Eq B EU EQ IRL 09/03 EUR 932.34 22.4 –17.6 –21.1
US Equity A US EQ IRL 09/03 USD 786.35 17.5 –21.0 –16.5
US Equity B US EQ IRL 09/03 USD 840.28 18.0 –20.5 –16.0
US Small Cap A US EQ IRL 09/03 USD 1145.52 13.9 –25.0 –18.7
US Small Cap B US EQ IRL 09/03 USD 1224.83 14.4 –24.5 –18.2

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 09/04 EUR 13.57 –4.0 12.5 12.0
Asset Sele C H-CHF OT OT LUX 09/04 CHF 94.22 NS NS NS
Asset Sele C H-GBP OT OT LUX 09/04 GBP 95.04 NS NS NS
Asset Sele C H-JPY OT OT LUX 09/04 JPY 9462.53 NS NS NS
Asset Sele C H-NOK OT OT LUX 09/04 NOK 108.78 –3.3 NS NS
Asset Sele C H-SEK OT OT LUX 09/04 SEK 136.32 –4.4 13.3 12.4
Asset Sele C H-USD OT OT LUX 09/04 USD 94.98 NS NS NS
Asset Sele D H-SEK OT OT LUX 09/04 SEK 127.93 –4.4 NS NS
Choice Global Value -C- GL EQ LUX 09/04 SEK 69.77 15.9 –21.1 –25.6
Choice Global Value -D- OT OT LUX 09/04 SEK 66.85 15.9 –21.1 NS
Choice Global Value -I- OT OT LUX 09/04 EUR 6.03 23.9 –26.7 –28.3
Choice Japan Fd -C- OT OT LUX 09/04 JPY 48.94 8.8 –22.2 –24.8
Choice Japan Fd -D- OT OT LUX 09/04 JPY 44.00 8.8 –22.2 –24.8
Choice Jpn Chance/Risk JP EQ LUX 09/04 JPY 50.66 13.1 –25.0 –27.2
Choice NthAmChance/Risk US EQ LUX 09/04 USD 3.57 27.5 –22.1 –15.4
Ethical Europe Fd OT OT LUX 09/04 EUR 1.79 20.0 –23.0 –25.3
Europe 1 Fd OT OT LUX 09/04 EUR 2.58 23.5 –21.7 –25.1
Europe 3 Fd EU EQ LUX 09/04 EUR 3.68 20.6 –23.3 –25.8
Global Chance/Risk Fd GL EQ LUX 09/04 EUR 0.54 15.3 –18.4 –20.5
Global Fd -C- OT OT LUX 09/04 USD 1.93 16.0 –20.9 –19.0
Global Fd -D- OT OT LUX 09/04 USD 1.21 15.9 NS NS
Nordic Fd OT OT LUX 09/04 EUR 5.05 26.0 –9.5 –15.8

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 09/04 USD 6.55 44.5 3.7 –11.6
Choice Asia ex. Japan -D- OT OT LUX 09/04 USD 1.15 44.5 NS NS
Currency Alpha EUR -IC- OT OT LUX 09/04 EUR 10.43 –4.5 –2.3 1.0
Currency Alpha EUR -RC- OT OT LUX 09/04 EUR 10.34 –4.8 –2.7 0.5
Currency Alpha SEK -ID- OT OT LUX 09/04 SEK 96.97 –8.2 –6.2 NS
Currency Alpha SEK -RC- OT OT LUX 09/04 SEK 106.51 –4.8 –2.7 0.5
Generation Fd 80 OT OT LUX 09/04 SEK 7.33 14.8 –10.3 NS

Nordic Focus EUR NO EQ LUX 09/04 EUR 70.40 41.1 –14.2 NS
Nordic Focus NOK NO EQ LUX 09/04 NOK 75.43 41.1 –14.2 NS
Nordic Focus SEK NO EQ LUX 09/04 SEK 77.24 41.1 –14.2 NS
Russia Fd OT OT LUX 09/04 EUR 6.70 100.6 –22.6 –20.6

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 09/04 USD 1.63 17.0 –19.4 –17.4
Ethical Glbl Fd -C- OT OT LUX 09/04 USD 0.76 15.3 NS NS
Ethical Glbl Fd -D- OT OT LUX 09/04 USD 0.73 22.9 –15.0 –17.5
Ethical Sweden Fd NO EQ LUX 09/04 SEK 38.19 38.5 4.8 –10.0
Index Linked Bd Fd SEK OT BD LUX 09/04 SEK 13.19 3.6 4.1 5.4
Medical Fd OT EQ LUX 09/04 USD 2.97 3.7 –15.2 –9.7
Short Medium Bd Fd SEK NO MM LUX 09/04 SEK 8.80 1.1 1.6 2.6
Technology Fd -C- OT OT LUX 09/04 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 09/04 USD 2.19 40.7 –4.9 –10.3
World Fd -C- OT OT LUX 09/04 USD 26.38 NS NS NS
World Fd -D- OT OT LUX 09/04 USD 2.00 24.8 –10.1 –11.3

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 09/04 EUR 1.27 0.1 0.0 1.3
Short Bond Fd EUR -D- OT OT LUX 09/04 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 09/04 SEK 21.94 1.8 1.8 2.8
Short Bond Fd USD US MM LUX 09/04 USD 2.49 –0.2 0.4 1.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/04 SEK 10.30 2.4 –0.6 0.7
Alpha Bond Fd SEK -B- NO BD LUX 09/04 SEK 8.92 2.4 –0.6 0.7
Alpha Bond Fd SEK -C- NO BD LUX 09/04 SEK 25.78 2.3 –0.7 0.6
Alpha Bond Fd SEK -D- NO BD LUX 09/04 SEK 8.03 2.3 –0.7 0.6
Alpha Short Bd SEK -A- NO MM LUX 09/04 SEK 11.08 2.5 2.6 3.2
Alpha Short Bd SEK -B- NO MM LUX 09/04 SEK 10.13 2.5 2.6 3.2
Alpha Short Bd SEK -C- NO MM LUX 09/04 SEK 21.66 2.4 2.5 3.1
Alpha Short Bd SEK -D- NO MM LUX 09/04 SEK 8.20 2.4 2.5 3.1
Bond Fd SEK -C- NO BD LUX 09/04 SEK 42.44 2.1 10.2 6.3
Bond Fd SEK -D- NO BD LUX 09/04 SEK 12.33 2.2 10.2 5.8
Corp. Bond Fd EUR -C- EU BD LUX 09/04 EUR 1.23 12.7 4.8 2.0
Corp. Bond Fd EUR -D- EU BD LUX 09/04 EUR 0.94 12.7 4.9 1.8
Corp. Bond Fd SEK -C- NO BD LUX 09/04 SEK 12.19 13.5 0.9 0.6
Corp. Bond Fd SEK -D- NO BD LUX 09/04 SEK 9.22 13.5 0.9 0.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/04 EUR 103.59 –0.3 4.4 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/04 EUR 108.01 4.3 9.0 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/04 SEK 1112.68 4.3 9.0 NS
Flexible Bond Fd -C- NO BD LUX 09/04 SEK 21.34 2.3 5.7 4.5
Flexible Bond Fd -D- NO BD LUX 09/04 SEK 11.67 2.3 5.7 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/04 USD 2.29 48.5 –3.5 –9.7
Eastern Europe Fd OT OT LUX 09/04 EUR 2.32 36.1 –22.0 –21.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/04 SEK 26.19 56.0 13.6 –15.7
Eastern Europe SmCap Fd OT OT LUX 09/04 EUR 2.20 68.8 –21.4 –26.1
Europe Chance/Risk Fd EU EQ LUX 09/04 EUR 944.72 23.9 –25.0 –27.2
Listed Private Equity -C- OT OT LUX 09/04 EUR 117.39 42.5 NS NS
Listed Private Equity -IC- OT OT LUX 09/04 EUR 68.28 65.3 NS NS
Listed Private Equity -ID- OT OT LUX 09/04 EUR 66.28 60.7 NS NS
Nordic Small Cap -C- OT OT LUX 09/04 EUR 113.68 NS NS NS
Nordic Small Cap -IC- OT OT LUX 09/04 EUR 113.92 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 09/04 SEK 77.52 –3.2 –20.5 –14.0
Asset Sele Defensive Acc EUR -C- OT OT LUX 09/04 EUR 99.07 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 09/04 SEK 99.14 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 09/04 USD 100.25 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 09/04 SEK 70.82 –3.2 –20.5 –15.3
Asset Sele Opp C H NOK OT OT LUX 09/04 NOK 99.58 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 09/04 SEK 98.52 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 09/04 EUR 99.26 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 09/04 GBP 99.24 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 09/04 SEK 99.24 NS NS NS
Asset Sele Original C EUR OT OT LUX 09/04 EUR 100.10 NS NS NS
Asset Sele Original D GBP OT OT LUX 09/04 GBP 100.29 NS NS NS
Asset Sele Original ID GBP OT OT LUX 09/04 GBP 100.11 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 09/02 EUR 29.01 2.3 –5.3 2.0
Bonds Eur Corp A OT OT LUX 09/02 EUR 22.73 9.6 5.0 1.4
Bonds Eur Hi Yld A OT OT LUX 09/02 EUR 19.05 43.3 –1.4 –5.4
Bonds EURO A OT OT LUX 09/02 EUR 40.90 3.6 9.0 5.5
Bonds Europe A OT OT LUX 09/03 EUR 39.09 3.2 8.2 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 09/02 USD 36.15 14.6 14.1 8.9
Bonds World A OT OT LUX 09/03 USD 41.84 5.1 10.4 9.3
Eq. China A OT OT LUX 09/03 USD 20.57 37.7 4.7 –16.9
Eq. ConcentratedEuropeA OT OT LUX 09/03 EUR 24.98 21.3 –19.8 –22.3
Eq. Eastern Europe A OT OT LUX 09/03 EUR 18.93 43.2 –38.3 –31.6
Eq. Equities Global Energy OT OT LUX 09/03 USD 15.94 11.8 –28.6 –13.8
Eq. Euroland A OT OT LUX 09/03 EUR 9.81 7.0 –24.7 –25.3
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 09/03 EUR 11.19 32.8 –20.6 –24.2
Eq. Glbl Emg Cty A OT OT LUX 09/03 USD 8.41 40.7 –12.2 –15.5
Eq. Global A OT OT LUX 09/03 USD 24.96 18.7 –16.3 –19.1
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 09/03 USD 28.43 35.9 34.6 9.6
Eq. Japan Sm Cap A OT OT LUX 09/03 JPY 1151.39 27.1 –1.9 –20.7
Eq. Japan Target A OT OT LUX 09/04 JPY 1788.56 14.3 –1.5 –11.3
Eq. Pacific A OT OT LUX 09/03 USD 9.11 42.7 –2.7 –13.5
Eq. US ConcenCore A OT OT LUX 09/03 USD 19.91 22.6 –12.1 –11.3
Eq. US Lg Cap Gr A OT OT LUX 09/03 USD 13.70 27.0 –22.6 –15.0
Eq. US Mid Cap A OT OT LUX 09/03 USD 26.04 29.9 –17.7 –15.1
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 09/03 USD 19.00 22.3 –23.6 –21.0
Eq. US Sm Cap Val A OT OT LUX 09/03 USD 14.69 13.5 –35.5 –26.7
Eq. US Value Opp A OT OT LUX 09/03 USD 14.80 14.2 –31.6 –26.2
Money Market EURO A OT OT LUX 09/03 EUR 27.37 0.9 2.3 3.3
Money Market USD A OT OT LUX 09/03 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 09/04 JPY 9217.00 7.1 –22.5 –30.7
YMR-N Japan Fund OT OT IRL 09/04 JPY 10406.00 10.2 –22.5 –28.1
YMR-N Small Cap Fund OT OT IRL 09/04 JPY 7332.00 14.2 –10.5 –28.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/04 JPY 6391.00 8.3 –25.6 –29.6
Yuki 77 Growth JP EQ IRL 09/04 JPY 6008.00 1.6 –32.2 –34.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/04 JPY 6655.00 6.7 –25.1 –30.3
Yuki Chugoku JpnLowP JP EQ IRL 09/04 JPY 8404.00 2.6 –18.6 –23.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/04 JPY 6993.00 3.3 –27.6 –31.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/04 JPY 4630.00 1.8 –30.2 –31.0
Yuki Hokuyo Jpn Inc JP EQ IRL 09/04 JPY 5373.00 1.8 –27.0 –24.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/04 JPY 5377.00 14.3 –10.2 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 09/04 JPY 4428.00 4.2 –32.6 –34.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 09/04 JPY 4757.00 5.9 –31.7 –34.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 09/04 JPY 6720.00 10.1 –26.7 –30.3
Yuki Mizuho Jpn Gen OT OT IRL 09/04 JPY 8585.00 7.0 –24.5 –31.0
Yuki Mizuho Jpn Gro OT OT IRL 09/04 JPY 6549.00 4.8 –22.3 –31.5
Yuki Mizuho Jpn Inc OT OT IRL 09/04 JPY 7790.00 –2.0 –29.1 –28.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 09/04 JPY 5152.00 3.4 –27.2 –30.1
Yuki Mizuho Jpn LowP OT OT IRL 09/04 JPY 12374.00 9.2 –13.4 –20.9
Yuki Mizuho Jpn PGth OT OT IRL 09/04 JPY 8152.00 6.7 –27.6 –32.2
Yuki Mizuho Jpn SmCp OT OT IRL 09/04 JPY 7452.00 21.5 –8.9 –27.4
Yuki Mizuho Jpn Val Sel OT OT IRL 09/04 JPY 5815.00 12.0 –18.6 –26.0
Yuki Mizuho Jpn YoungCo OT OT IRL 09/04 JPY 3185.00 33.4 –6.3 –31.4

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/04 JPY 5004.00 11.2 –28.8 –32.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/04 JPY 5413.00 6.2 –25.9 –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 40.3 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 08/31 USD 132.67 31.1 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 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 –44.0 –7.7 12.2
Superfund GCT USD* OT OT LUX 09/01 USD 2346.00 –35.8 –11.6 6.3
Superfund Gold A (SPC) OT OT CYM 09/01 USD 903.65 –22.3 3.6 18.1
Superfund Gold B (SPC) OT OT CYM 09/01 USD 902.89 –33.0 0.8 17.2
Superfund Q-AG* OT OT AUT 09/01 EUR 6762.00 –22.8 –3.1 7.8

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

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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MGM Mirage sees improvement in Macau

Handset makers try to stoke sales
New-product lineups
attempt to persuade
customers to upgrade

CORPORATE NEWS GLOBAL
BUSINESS

BRIEFS

By Steve McGrath

LONDON—U.K. new-car regis-
trations climbed 6% in August, the
second consecutive month of
growth as the government’s scrap-
ping program continued to boost
demand for small cars. But fears
persist that the market will again
suffer once the scheme ends.

New-car registrations, a mea-
sure of sales, last month edged up
to 67,006 from 63,225 a year ear-
lier. The growth was stronger than
the 2.4% rise reported for July,
which had seen the first growth in
registrations in 15 months.

“The scrappage incentive
scheme is having a positive im-
pact, but with consumer and busi-
ness confidence still fragile, there
remain significant risks ahead,”
said Paul Everitt, chief executive
of the Society for Motor Manufac-
turers and Traders, or SMMT,
which compiles the data.

The U.K. scrapping plan, which
came into effect May 18, mirrors sim-

ilar plans in other Western Euro-
pean markets. It offers car owners
£2,000 ($3,266) in discounts on new
vehicles when they trade in vehicles
that are more than 10 years old, with
£1,000 coming from the govern-
ment and £1,000 coming from the
manufacturer of the new car.

Governments introduced the
programs to help car makers and
dealers weather the biggest drop
in demand for new cars since
World War II, while at the same
time boosting consumer spending
and improving their environmen-
tal records.

Before the program was imple-
mented, demand for new cars had
plummeted in the U.K. amid the
deepening recession. With 1.15 mil-
lion vehicles, new-car registra-

tions for the first eight months of
this year are still down 22% from a
year earlier.

Incentives vary from country
to country. Germany implemented
one of the most generous plans, of-
fering Œ2,500 ($3,563) in trade-in
discounts. As a result, new-car reg-
istrations in Germany have
soared. In August, they rose 28%
from a year earlier. However Ger-
many’s program ended Wednes-
day and many others are also run-
ning out.

The U.K. government has set a
budget of £300 million. It said a total
of 154,927 cars had been ordered un-
der the plan by Aug. 2 and it doesn’t
plan to extend the incentives.

The SMMT expects the pro-
gram to boost car sales further in

September—a key month because
it is one of the two times a year
that U.K. registration plates
change, and it accounts for an aver-
age of 17% of annual sales.

Ford Motor Co. and Hyundai
Motor Co. continued to be the pro-
gram’s big winners last month.

Ford was the top seller thanks to
the popularity of its Fiesta and Focus
models, but Hyundai, which hadn’t
ever had a model inside the U.K.’s
Top 10 best-sellers until July, saw its
i10 model become the country’s
third-best-selling car in August.

Vauxhall, whose brand has
been tarnished by the bankruptcy
filing in the U.S. of parent General
Motors Co., saw its sales drop 37%
to 6,020 vehicles and its market
share fall to 9% from 15.1%.

Scrapping incentives lift U.K. car sales 6%

By Gustav Sandstrom

STOCKHOLM—As the handset in-
dustry begins to emerge from its
worst-ever decline in sales, mobile-
phone manufacturers are trying to
reverse a narrowing of their mar-
gins and fend off competition from
PC and software companies.

Those goals are reflected in the
slate of products planned for the sec-
ond half of 2009, ahead of the key
Christmas sales period, which in-
clude phones designed to persuade
customers to upgrade to one of the
new generation of high-powered
and higher-margin devices.

“Customers are asking for the
iPhone and for anything which
gives [Internet] surf possibilities,”
said Sofia Stalnacke, a sales repre-
sentative at a mobile-phone re-
tailer in Stockholm.

Nokia Corp., the world’s largest
mobile phone maker by sales, said
last week said it will launch the new
N900 smart phone, its first device to
run on the Linux operating system,
in the fourth quarter. Linux is per-
ceived as more cutting edge and ap-
plications-friendly than Nokia’s
usual Symbian platform.

At the same time, Nokia plans to
launch the N97 Mini, a smaller,
cheaper version of its high-end N97

smart phone, sales of which have
been disappointing. The N97 mini
will allow users to integrate the
phone with their accounts on social-
networking Web site Facebook.

In addition, Nokia’s range of new
service offerings includes advanced
satellite navigation-based search
services, as well as features to sim-
plify bill payment.

The company is about to launch
its first netbook, the Booklet 3G,
which will start shipping in the
fourth quarter at around Œ575
($825)and marks the company’s
first step into the border area be-
tween PCs and mobile phones.

But while the overall number of
mobile phones sold may start grow-
ing again soon, total revenue might
continue to decline. While some con-
sumers are expected to replace their

old handsets with high-end devices
like Apple Inc.’s iPhone and Nokia’s
N97, the highest-volume segment re-
mains cheaper, low-margin models
that now have many more advanced
features than before, said Carolina
Milanesi at research and consulting
company Gartner.

Apple has just started shipping
its latest iPhone 3GS, which is faster
than previous versions and comes
with a better camera.

Market leader Nokia has seen its
average handset selling price fall for
the past year and a half—to Œ62 in
the second quarter 2009 from Œ83
in the fourth quarter of 2007, as
more of its customers choose lower-
priced models.

Even in volume terms, mobile-
phone sales are unlikely to return
to the rapid growth rates of the

past few years anytime soon, be-
cause the market is getting increas-
ingly saturated, and consumers
are starting to look for newer data
devices such as e-books, said Neil
Mawston, analyst at research firm
Strategy Analytics.

Meanwhile, Sony Ericsson, a
joint venture of Sweden’s Telefon
L.M. Ericsson, and Japan’s Sony
Corp., will launch the entertainment-
oriented Aino, Yari and Satio
phones in the fourth quarter. The Sa-
tio has a 12-megapixel camera and al-
lows users to download a wide
range of applications, while the
Aino offers high audio and video
quality and the ability to integrate
the device with Sony’s PlayStation 3
console. The Yari is an advanced
gaming phone.

Bert Nordberg, who will take the
helm at Sony Ericsson next month,
said the company may develop
more high-end phones to improve
its market share, which has fallen
sharply as consumers have aban-
doned the middle market to buy ei-
ther high-priced devices with ad-
vanced features or have traded
down to save money.

Still, Gartner’s Ms. Milanesi said
there are some signs of hope for mo-
bile-phone makers: improved con-
sumer sentiment and attractive new
phones should help the market re-
turn to volume growth toward the
end of this year.

“All in all, we are expecting a bet-
ter fourth quarter than last year,” Ms.
Milanesi said. “We have definitely
started to see a little bit of light.”

By Alexandra Berzon

MGM Mirage has seen a “pro-
found” improvement in the perform-
ance of its struggling casino in Macau
this summer, Chief Executive Jim
Murren said in an interview Friday.

Las Vegas-based gambling giant
MGM Mirage had been losing the
fight for customers against its com-
petitors in China’s gambling enclave
ever since its 600-room MGM Grand
Macau opened in December 2007 at
a cost of $1.25 billion.

But in August, the casino lifted its
market share of Macau gambling rev-
enue to 11%, up from 8% in June. That
moved it from sixth place to fifth
in the Macau market, passing Gal-
axy Entertainment Group, accord-
ing to the Portuguese news agency

Lusa, which compiles the data.
Overall,Macaucasinosreporteda

17% jump in revenues in August after
a period of decline caused by the glo-
bal downturn and visa restrictions
imposedbytheChinesegovernment.

“We’re feeling better,” Mr. Mur-
ren said. He noted that in the past,
“We underperformed relative to our
potential,” adding, “We made a lot
of changes.”

Macau is a vital market for Ameri-
can casino operators, who have seen
their U.S. operations flag during an
entrenched recession. Macau of-
fered some hope for American ca-
sino operators like Wynn Resorts
Ltd. and Las Vegas Sands. But the
destination has also been beset by
problems, such as the Chinese gov-
ernment’s move earlier this year to

restrict visits from mainland China.
Still, most analysts and industry ob-
servers believe Macau will be an im-
portant growth area for casinos.

Mr. Murren said the company
made early missteps by overestimat-
ingChinesegamblers’interestinhigh-
end restaurants and hotel rooms.

In the past few months, the com-
pany has changed the management
team, stepped up its marketing and
focused on making its casino areas
more appealing to serious gam-
blers, Mr. Murren said.

Those changes include adjusting
menus at restaurants to accommo-
date local tastes and moving drinks
closer to gamblers. In the high-limit
gambling rooms, the company has
put in more restrooms and provided
Internet access, Mr. Murren said.

Elan PLC

Judge rules J&J deal breaches
Biogen drug collaboration

A U.S. federal judge has ruled
that Elan PLC’s recent deal with
Johnson & Johnson breaches its
nine-year collaboration with Bio-
gen Idec Inc. to sell multiple sclero-
sis treatment Tysabri. The ruling
means Elan must alter the J&J
agreement in its current form by
Sept. 26 or run the risk of losing all
rights to Tysabri, a drug that gen-
erates nearly $1 billion in annual
revenue and is the major growth
driver for both companies. J&J
agreed to buy 18.4% of the Irish bio-
tech firm in a July agreement that
also gives the New Brunswick,
N.J., drug giant an option to fi-
nance Elan’s purchase of Biogen’s
Tysabri stake, if Biogen were to be
acquired at some point.

—Compiled from staff
and wire service reports.

Source: Strategy Analytics
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ArcelorMittal

ArcelorMittal, the world’s larg-
est steelmaker by capacity, holds
an option to raise its stake in India’s
Uttam Galva Steels Ltd., Uttam Gal-
va’s commercial director said Satur-
day. “The option is always open. We
haven’t closed the option of Arcelor-
Mittal increasing its stake in Uttam
Galva, but we haven’t discussed any-
thing on that,” said Ankit Miglani,
who is also part of the founding
group of Uttam Galva, at a news con-
ference. On Friday, ArcelorMittal
said it planned to spend 5 billion ru-
pees, or $103 million, for a 35%
stake in Uttam Galva Steels. Arcelor-
Mittal bought a 5.6% stake in Uttam
Galva Thursday. The offer values Ut-
tam Galva at 28 billion rupees, or
$560 million.

Siemens AG

Companies have been gearing up
to turn old-fashioned power grids
into intelligent networks for distrib-
uting electricity. On Friday, German
industrial conglomerate Siemens
AG said it wants to achieve more
than Œ6 billion ($8.58 billion) of or-
ders related to intelligent power
grids by 2014, after collecting al-
most Œ1 billion in orders in the fiscal
year ending Sept. 30. The orders are
coming mostly from utilities and
other companies that are in turn sub-
sidized if they invest in the technol-
ogy. Demand for smart-grid technol-
ogy is booming, as various govern-
ment stimulus packages channel
money into technologies to reduce
carbon-dioxide emissions.

Telefónica SA

Telefónica SA said Sunday it
has reached an agreement to
deepen its strategic alliance with
China Unicom (Hong Kong) Ltd.,
giving Spain’s largest telecommu-
nications operator by market
value a stronger foothold in the
world’s largest mobile-phone mar-
ket. Telefónica said it will increase
its stake in China Unicom to 8.06%,
from 5.38%, and that China Uni-
com will buy shares equal to be-
tween 0.885% and 0.892% of
Telefónica. The two companies
will spend $1 billion each on the
share purchases. In addition, they
will cooperate in various areas in-
cluding research & development,
joint purchasing of equipment and
joint service provision to multina-
tional customers, Telefónica said.

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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Gl Value A GL EQ LUX 09/03 USD 10.12 19.2 –25.9 –25.4
Gl Value B GL EQ LUX 09/03 USD 9.33 18.4 –26.6 –26.1
Gl Value I GL EQ LUX 09/03 USD 10.73 19.8 –25.3 –24.8
India Growth A - OT OT LUX 09/03 USD 103.83 NS NS NS
India Growth AX OT OT LUX 09/03 USD 90.69 57.0 –0.4 –4.8
India Growth B - OT OT NA 09/03 USD 109.14 NS NS NS
India Growth BX OT OT LUX 09/03 USD 77.77 55.9 –1.3 –5.7
India Growth I EA EQ LUX 09/03 USD 93.82 57.4 0.0 –4.5
Int'l Health Care A OT EQ LUX 09/03 USD 122.49 4.3 –17.8 –12.5
Int'l Health Care B OT EQ LUX 09/03 USD 103.66 3.6 –18.6 –13.4
Int'l Health Care I OT EQ LUX 09/03 USD 133.48 4.9 –17.2 –11.8
Int'l Technology A OT EQ LUX 09/03 USD 95.35 30.3 –16.0 –15.9
Int'l Technology B OT EQ LUX 09/03 USD 82.89 29.5 –16.8 –16.7
Int'l Technology I OT EQ LUX 09/03 USD 106.63 31.0 –15.3 –15.2
Japan Blend A JP EQ LUX 09/03 JPY 6073.00 13.2 –22.6 –25.1
Japan Growth A JP EQ LUX 09/03 JPY 5926.00 6.5 –24.2 –25.5
Japan Growth I JP EQ LUX 09/03 JPY 6081.00 7.1 –23.6 –24.9
Japan Strat Value A JP EQ LUX 09/03 JPY 6162.00 19.5 –21.6 –25.3
Japan Strat Value I JP EQ LUX 09/03 JPY 6309.00 20.1 –21.0 –24.7
Real Estate Sec. A OT EQ LUX 09/03 USD 12.79 19.9 –24.2 –21.4

Real Estate Sec. B OT EQ LUX 09/03 USD 11.73 19.1 –25.0 –22.2
Real Estate Sec. I OT EQ LUX 09/03 USD 13.71 20.5 –23.6 –20.8
Short Mat Dollar A US BD LUX 09/03 USD 7.10 7.8 –1.6 –8.1
Short Mat Dollar A2 US BD LUX 09/03 USD 9.45 7.9 –1.8 –8.2
Short Mat Dollar B US BD LUX 09/03 USD 7.10 7.5 –2.1 –8.6
Short Mat Dollar B2 US BD LUX 09/03 USD 9.42 7.5 –2.2 –8.6
Short Mat Dollar I US BD LUX 09/03 USD 7.10 8.2 –1.1 –7.6

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 09/03 GBP 7.31 9.8 –9.1 –10.8
Andfs. Borsa Global GL EQ AND 09/03 EUR 5.87 1.3 –25.2 –21.7
Andfs. Emergents GL EQ AND 09/03 USD 14.56 45.6 –10.6 –12.1
Andfs. Espanya EU EQ AND 09/03 EUR 12.65 16.9 –9.2 –13.5
Andfs. Estats Units US EQ AND 09/03 USD 13.36 9.6 –22.8 –16.9

Andfs. Europa EU EQ AND 09/03 EUR 7.19 10.9 –18.2 –19.3
Andfs. Franca EU EQ AND 09/03 EUR 8.82 6.5 –19.5 –21.2
Andfs. Japo JP EQ AND 09/03 JPY 503.20 14.8 –18.1 –22.4
Andfs. Plus Dollars US BA AND 09/03 USD 8.98 6.5 –9.7 –7.9
Andfs. RF Dolars US BD AND 09/03 USD 11.10 8.6 –1.8 –0.6
Andfs. RF Euros EU BD AND 09/03 EUR 10.57 18.0 –0.1 –2.8
Andorfons EU BD AND 09/03 EUR 14.04 17.7 –1.2 –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 09/03 EUR 9.08 12.1 –12.9 –11.8
Andorfons Mix 60 EU BA AND 09/03 EUR 8.61 5.9 –22.5 –18.9

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 09/04 EUR 9.15 –5.4 –7.9 –3.2
DJE-Absolut P GL EQ LUX 09/04 EUR 187.80 7.2 –11.2 –11.3
DJE-Alpha Glbl P EU BA LUX 09/04 EUR 164.51 6.9 –8.5 –8.2
DJE-Div& Substanz P GL EQ LUX 09/04 EUR 196.16 12.2 –6.2 –9.1
DJE-Gold&Resourc P OT EQ LUX 09/04 EUR 156.44 19.7 6.2 –1.7

DJE-Renten Glbl P EU BD LUX 09/04 EUR 127.91 6.9 5.5 2.6
LuxPro-Dragon I AS EQ LUX 09/04 EUR 138.71 49.4 14.1 –9.1
LuxPro-Dragon P AS EQ LUX 09/04 EUR 135.21 49.0 13.5 –10.2
LuxTopic-Aktien Europa EU EQ LUX 09/04 EUR 16.36 14.2 –3.1 –5.6
LuxTopic-Pacific AS EQ LUX 09/04 EUR 14.20 56.9 –13.5 –17.5

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 39.98 15.6 –31.3 –11.3
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 22.51 7.4 –41.0 –12.4
EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/30 SAR 5.54 16.9 NS NS
EFG-Hermes Telecom OT EQ BMU 07/31 USD 29.36 14.5 –10.6 –7.9

Continued from previous page
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—From Dow Jones Newswires

U.S. President Barack Obama
modeled his plan to stimulate car
sales on the German version of the
“cash for clunkers” program,
known as Ab-Wrack.

But a perverse incentive exists
in the U.S. financial system that
doesn’t in Germany. “Auto lending
is virtually non-existent for pri-
vate sales in Germany, so there
are no subprime auto loans to se-
curitize,” says Stefan Dietrich, a
technology strategy expert.

The U.S. market offers more
temptation. The stimulus for car
purchases offers federal rebates
totaling $2.9 billion as of Aug. 26,
which encourages borrowing,
with most loans going to lower in-
come borrowers. If 20% of borrow-
ers were to default on their loans,
the maximum write-down for the
lenders would be $600 million.

But such a loss would have
symbolic value, suggesting
banks failed to learn from their
previous debacle with over-
stretched borrowers financing
depreciating assets. Cars begin
to depreciate the instant that
they are sold, creating negative
equity from the moment the
buyer signs the contract.

Since dealers are matching the
$4,500 clunker rebate, lower in-
come buyers can finance autos

previously beyond their reach. Ed-
munds.com reports the average
amount financed on new car pur-
chases for August is $21,604. The
cash for clunkers and manufactur-
ers’ rebates allow purchasers who
could previously only afford a
$20,000 car to finance a $30,000
vehicle.

Several dealers say most of the
loans were extended by car mak-
ers’ captive finance companies.
Dealers earn fees on these loans
and often can’t sell cars without
them, resulting in lower credit
standards with commensurately
higher interest rates than loans
underwritten by banks.

Investment banks have found
securitizing such loans to be lucra-
tive in 2009. Through Sept. 1,
$40.38 billion of bonds backed by
auto loans have been priced, with
Bank of America Corp. and J.P.
Morgan Chase & Co. in a tight
race for lead book runner, accord-
ing to Dealogic.

But bankers must exercise cau-
tion when securitizing the clunk-
ers auto loans. In the aftermath of
bailouts, public perception mat-
ters.  —Donna Childs and

Kevin M. Nichols

Are banks too big
to get even bigger?

A year after the collapse of Leh-
man Brothers Holdings, the big
guys in investment banking just
keep getting bigger. While vol-
umes in the loan markets and
mergers and acquisitions remain
low, equity and debt capital mar-
kets have shown a better perform-
ance and top banks have concen-
trated their financial clout.

According to figures from Dea-
logic, in the first half of this year
the top five investment banks
raised their market share by two
percentage points to nearly 34%
of global debt-capital markets rev-
enues. In ranking order, they were
J.P. Morgan, Bank of America Mer-
rill Lynch, Citigroup Inc., Bar-
clays Capital and Deutsche Bank
AG. The top 10 banks made 56.1%
of the revenue, which totaled $9.2
billion, up two percentage points.

Yet the credit crisis effect
won’t be to their benefit forever.
Andrew Gray, head of financial ser-
vices consulting at Pricewater-
houseCoopers, sees the possibil-
ity of a shift away from the bigger
players when the credit crisis is
genuinely over, as the potential
downside of doing business with
an institution with a lower credit
rating than its peers will matter
less.

“However, I do see a more im-

portant dynamic, which is the
level of service given by institu-
tions to their clients,” Mr. Gray
says. “As the credit decision be-
comes less critical, you’ll see that
those organizations that provide
better service and customer focus
will attract the volume.”

Deepening the moat around
those five is the point that the
cost of capital and potentially
more onerous and costly regula-
tion also hinders midsize invest-
ment-banking rivals from success-
ful assaults on their best business
lines. —Joe Ortiz

Flag carriers flag
on cash conversion

It might seem simple to in-
crease the number of days suppli-
ers have to wait for payments,
while at the same time securing
cash on sales quickly. But budget
carrier Ryanair Holdings PLC
beats Deutsche Lufthansa AG, Air
France-KLM and British Airways
PLC on this metric by quite a bit.

Ryanair’s working capital, es-
sentially used to cover variations
in day-to-day costs, has averaged
almost Œ1 billion ($1.43 billion)
since 2002. Since 2005, it has re-
ceived payments from customers
in about five days while suppliers
have had to wait on average 27
days to get paid.

Lufthansa, Air France-KLM
and British Airways should
toughen up their cash-conversion
cycles, such as squeezing the mid-
dlemen travel agencies that can in-
hibit the time it takes to get paid.

Take Air France-KLM. It had a
cash conversion cycle of 11.6 days
in the first quarter of its current fis-
cal year. It reported cost of goods
sold of Œ22.85 billion, or about
Œ62.7 million a day for the year—
implying working-capital require-
ments of more than Œ727 million,
most likely to be financed with
debt. The cost of financing that
comes to around Œ43.6 million.

But look what happens if it
cuts its cash conversion cycle to
1.6 days, close to that of British Air-
ways. Working capital needs
would fall 86% to Œ100 million and
interest payments would be about
Œ6 million—a Œ37.6 million sav-
ing, welcome in a business whose
net loss was more than Œ800 mil-
lion in its last fiscal year.

British Airways’ cash profile
has deteriorated since 2002 and it
pays suppliers within 30 days,
half the time it did at the start of
that period.
 —Alessandro Pasetti
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Hidden cost
of clunkers
As subprime borrowers
buy cars, can lenders
resist securitization?
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By Rick Carew

HONG KONG—Richard Li sealed
a deal over the weekend to pay about
US$500 million for part of American
International Group Inc.’s asset-
management business, a bold new
venture for the Hong Kong tycoon af-
ter recent high-profile setbacks.

Mr. Li’s wholly owned invest-
ment vehicle Pacific Century Group
will pay an initial US$300 million in
cash on closing for AIG Investments,
which manages US$89 billion for re-
tail and institutional clients in 32
countries. Its assets include private-
equity funds, hedge funds of funds,
listed equities and fixed income.

Pacific Century Group expects to
pay an additional US$200 million to
AIG in carried interest and other pay-
ments linked to future performance
of the business. The Wall Street
Journal was the first to report Mr.
Li’s interest in buying the asset man-
ager in June.

The AIG Investments purchase
marks an aggressive move into as-
set management for Mr. Li, chair-
man of Hong Kong’s biggest telecom-
munications firm, PCCW Ltd. and
the younger son of Li Ka-shing, one
of the wealthiest men in Asia. He has
other investments in real estate and
previously owned a Hong Kong in-
surance company that had an asset-
management arm. Richard Li also
owns the Hong Kong Economic Jour-
nal, a local Chinese language busi-
ness paper, and is investing in a real-
time business and financial news
service focused on Greater China.

A successful revival of the busi-
ness could provide a much-needed
boost to Richard Li’s reputation as a
deal maker. Repeated past attempts
to sell all or part of PCCW to outside
investors failed, and then a bid to
take the company private in a $2.1
billion buyout collapsed earlier this
year after Hong Kong securities reg-
ulators successfully argued in court
that a shareholder vote approving
the deal was rigged. Mr. Li wasn’t ac-
cused of wrongdoing in the suit.

AIG’s asset-management busi-
ness has been hit by concerns over cli-
ent withdrawals in the wake of the
parent company’s government bail-
out last year, which has prompted ef-
forts to sell off assets to help the insur-
ance giant repay more than US$80 bil-
lion owed to the U.S. government.

“AIG Investments suits our invest-
ment philosophy of making long-
term investments in quality busi-
nesses,” said a Pacific Century Group
spokesman. “We believe we can add
value through our network in Asia,
and indeed around the world.”

Mr. Li also plans to work with ex-
isting management to rebrand the
unit in due course and could also
bring other investors into the deal
later, according to a person close to
Pacific Century Group.

The conclusion of a deal comes af-
ter AIG’s new chief executive, Rob-
ert Benmosche, has put some dives-
titure plans on hold since taking
over in August. He is hoping a global
economic rebound will boost the
value of AIG’s assets.

Li is back in the game
with purchase from AIG
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Twists and turns
A look at key events in the auction 
of AIG’s $89 billion investment- 
advisory and asset-management 
unit, AIG Investments.

nMarch: Bidders including Richard 
Li submit initial offers for AIG 
Investments.

nMay: Franklin Templeton-led group 
enters exclusive negotiations to 
buy AIG Investments.

n June: Richard Li emerges as a 
potential backer for Franklin 
Templeton-led investor group.

nMid-July: Franklin Templeton 
drops bid, auction’s conclusion 
becomes uncertain.

n September: Richard Li reaches 
pact to buy AIG Investments for 
$300 million in cash and an 
expected further $200 million in 
performance-linked payouts.

Richard Li’s $500 million 
deal is a bold move for 
the Hong Kong tycoon
(left)
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A Cherry Hill, N.J., dealer advertises
the “cash for clunkers” program.

A
ss

oc
ia

te
d

Pr
es

s

T H E WA L L ST R E ET JO U R NA L . MONDAY, SEPTEMBER 7, 2009 25



Pulling back
Change in government employment levels since the start of the recession

Source: Bureau
of Labor Statistics
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Job losses weigh on recovery in U.S.
Unemployment rate
hits highest level
since 1983, at 9.7%

By Sudeep Reddy

And Conor Dougherty

State and local governments
stood out as safe havens for workers
in the U.S. during the recession’s
early stages. Now even they are lay-
ing off employees as officials rush to
cut costs and balance budgets.

August marked the third
straight month that state and local
governments shed jobs, reflecting
cutbacks prompted by declining in-
come and property taxes. They ac-
counted for the bulk of the 18,000
government jobs lost in August—
the U.S. Postal Service cut about
8,500 jobs as well—and analysts ex-
pect the reductions to continue
through much of the year.

Despite billions of dollars in aid
from federal stimulus programs,
budget cuts across the nation are
forcing employers that depend on
those funds, such as local nonprof-
its, to scale back as well. The reduc-
tions are forcing more Americans
into the ranks of the jobless at a time
when private employers are doing
little to absorb the 14.9 million peo-
ple searching for work.

Government employment at the
federal level is holding up better be-
cause the U.S. can borrow more eas-
ily while states and municipalities
are often required to balance their
budgets. Some of the cost-cutting at
the state level is due to temporary
shortfalls as receipts from income
taxes and sales taxes dip. But a longer-
lasting shift is also under way given
severe declines in property values.

John Kelly, a Michigan state
trooper, was laid off in June as the na-
tion’s highest-unemployment state
grapples with a freefall in tax reve-
nue. Budget troubles have been a con-
stant during Mr. Kelly’s five years on
the state police force, which is the pri-
mary form of law enforcement in the
state’s many rural regions.

About two-and-a-half years ago
Mr. Kelly’s post—based in Hart,
Mich., on the western side of the
state—saved money by moving
from a building to a trailer across
the street. Officers were asked to
save gas by driving no more than 60
or 70 miles in a day.

“You always hear rumors there

could be layoffs, and then it hap-
pens,” says Mr. Kelly, 42. “You would
think that any law enforcement job
is fairly secure.”

As he looks for work, Mr. Kelly is
living off unemployment and his
wife’s salary. The family saves by
limiting grocery shopping to once a
week. They didn’t sign their two
boys up for baseball; all the games
and practices mean more money
spent on gas.

Budget cuts by state and local
governments are being felt far be-
yond public offices. WakeMed
Health & Hospitals, a nonprofit
health-care system in Raleigh,
N.C., cut about 200 positions last
week because federal and state re-
imbursements are expected to
drop $35 million in the coming
year. “We have taken extraordinary
steps to cut out anything else we
possibly could,” chief executive
William Atkinson said. “I don’t
think we have any choice but to do
some reductions.”

About a third of the cuts were
managers, and none were nurses.
And the system is adding jobs in
other areas so the net reduction in
jobs should end up below 50, he said.

Health care is one of the few sec-
tors consistently growing nation-
wide, adding almost 28,000 jobs in
August, though hospital employ-
ment dipped slightly. Health care-
related employment is still ex-
pected to rise over the longer term
across North Carolina despite hospi-
tals’ latest cuts, Mr. Atkinson said.
Workers across the spectrum are
seeing their income stagnate or de-
cline. Friday’s Labor Department re-
port showed that workers’ average
workweek remained flat in August,
while total hours worked fell 0.3%.
Economists attributed a 0.3% in-
crease in average hourly earnings
to this summer’s increase in the
minimum wage.

The hit to jobs within state and lo-
cal governments, in part due to
lower property-tax revenues, is a fi-
nal blow from the housing decline
weighing down the economy in re-
cent years. Many of those workers
are watching the latest leg of the job
market fall, with little hope for a re-
covery before next year.

State, local government no longer safe haven

Source: Bureau of Labor Statistics
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By John D. McKinnon

WASHINGTON—The White
House unveiled a series of adminis-
trative moves aimed at making it
easier for workers to build up
their savings.

The announcement marks the
administration’s latest effort at
“rebuilding” the economy and put-
ting struggling workers on better
footing, aides said.

“We have to revive this econ-
omy and rebuild it stronger than
before,” President Barack Obama
said in his weekly Saturday ad-
dress. “And making sure that folks
have the opportunity and incen-
tive to save—for a home or col-
lege, for retirement or a rainy
day—is essential to that effort. If
you work hard and meet your re-
sponsibilities, this country is go-
ing to honor our collective respon-

sibility to you: to ensure that you
can save and secure your retire-
ment.”

The moves largely depend on
employers or workers, or both, tak-
ing action. But White House offi-
cials said tens of millions of fami-
lies could benefit.

One change makes it easier for
employers, particularly small and
midsize businesses, to start auto-
matically enrolling employees in
workplace savings plans. Workers
would retain the ability to opt out
of the plans.

Almost half of large companies
already have automatic enroll-
ment for their workplace savings
plans. Shifting to automatic enroll-
ment increases participation to
90% from 70%, and particularly
benefits low-income workers,
White House aides said. The ad-
ministration’s changes will gener-
ally streamline the process for em-

ployers to adopt automatic enroll-
ment by issuing preapproved lan-
guage employers can use to amend
their plans.

The changes also will make it
easier for taxpayers to buy federal
savings bonds using their federal
income-tax refunds and allow
workers to convert unused vaca-
tion or leave into savings, if their
employers are agreeable.

The administration also is push-
ing legislation in Congress that
would go much further. It would
automatically enroll workers in In-
dividual Retirement Accounts
when their employers don’t offer a
workplace savings plan. About
half the U.S. work force, or about
78 million people, lack access to
workplace plans.

“Just as the administration is
dedicated to reviving the economy
and getting people back to work,
so too it is dedicated to helping

put retirement security within the
reach of all Americans,” Treasury
Secretary Timothy Geithner said
in a statement.

Many contributions by lower-
wage workers would be matched

by an existing federal savers tax
credit. Mr. Obama also wants to ex-
pand the credit’s availability.

The automatic retirement-sav-
ings initiative is an example of the
administration’s reliance on “be-

havioral economics,” a senior offi-
cial said. Behavioral economics is
used to explain why people some-
times make irrational decisions
and to design policies promoting
smarter decisions.

House Republican Leader John
Boehner on Saturday applauded
the administration’s call for ac-
tion on retirement savings, but
said Democrats should embrace
the GOP approach, which would ex-
pand a range of savings-related
provisions that help middle- and
upper-middle class earners and
businesses, as well as lower-in-
come people.

For example, Republicans want
to allow larger contributions to
tax-advantaged accounts, elimi-
nate capital gains for new invest-
ments, subsidize saving for col-
lege and ease employer pension-
contribution rules.

White House launches initiatives to help workers save

By Sudeep Reddy

U.S. employers cut jobs in Au-
gust at the slowest pace in a year,
but a jump in the unemployment
rate to a 26-year high of 9.7% rein-
forced worries that a weak labor
market could weigh on consumer
spending and the vigor of the eco-
nomic recovery.

Nonfarm payrolls fell by
216,000 jobs in the month, fewer
than the 276,000 lost in July, the La-
bor Department said Friday. The
economy has shed 6.9 million jobs
since the recession began in Decem-
ber 2007. The data reinforced expec-
tations that employers will begin
adding jobs by early next year,
though the pace of job creation re-
mains uncertain.

The latest figures are consistent
with an economy pulling out of the
deepest downturn since the Great
Depression. But rising unemploy-
ment portends persistent weakness
in consumer confidence, income
and spending, even as manufactur-
ers start bouncing back and stocks
revive. The construction and manu-
facturing sectors together ac-
counted for more than half of Au-
gust’s job losses. Losses in retail and
business services narrowed. The big-
gest gains came in health care.

Stephen Stanley of RBS Securi-
ties said the report “strengthens
our conviction of a relatively upbeat
economic outlook,” but added that
“it was not far enough away from ex-
pectations to change the views of ei-
ther optimists or pessimists.”

Rising joblessness is likely to
heat up the debate in Washington
about the efficacy of the $787 billion
fiscal stimulus. Government pay-
rolls declined only 18,000 in August.
If not for federal support for state
and local budgets, they probably
would have fallen further. On the
other hand, stimulus funds are flow-
ing too slowly to offset continuing
cuts by private employers.

“I want to be clear about some-
thing: Less bad is not good,” Vice
President Joe Biden said. “That’s

not how President Obama and I mea-
sure success.”

The rise in unemployment, after
dipping to 9.4% in July, came as
more Americans returned to the
work force. Teenage unemployment
hit 25.5%, the highest since the gov-
ernment began keeping records in
1948. The jobless rate for men rose
to 10.1%—well above the 7.6% rate
for women—as male-dominated
fields such as construction and man-
ufacturing continued to bleed jobs.

A broader measure of joblessness,
which counts people who have
stopped seeking work and those
working part-time but want full-time
jobs, rose half a percentage point to
16.8%.Most economists expect the
rate to top 10% in coming months and
stay above 9% through 2010.

One change makes it
easier for employers
to start automatically
enrolling employees
in savings plans.
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Hang Seng reclaims 20000,
snaps two weeks of losses

Eurozone Large-Cap Equity
Funds that invest primarily in the equities of large-cap companies from the 12 Eurozone
countries. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending September 04, 2009
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5 UniExtra: Union Investment EURiLuxembrg 24.95 9.87 2.30 11.22
EuroStoxx-50 Inc Luxembourg S.A.

5 DB Platinum DB Platinum EURiLuxembrg 5.74 6.79 2.27 NS
IV Europa Gewinnstuf R1C Advisors S.A.

NS DB Platinum DB Platinum EURiLuxembrg 5.35 2.87 NS NS
Europa Gewinnstuf III R1C1 Advisors S.A.

5 Trendconcept Universal-Investment EURiGermany 8.59 2.04 –6.63 6.60
UI-Fds-Aktien-Europa GmbH

5 Allianz Allianz Belgium EURiBelgium 20.32 1.26 –3.12 11.50
Capital Focus

5 Euroland Frankfurter EURiGermany 5.78 0.56 –2.91 NS
Protect Io Service Kapitalanlage GmbH

3 MainFirst MainFirst SICAV EURiLuxembrg 39.33 –0.19 –12.26 7.31
Classic Stock A Luxembourg

5 Elan Euro Rothschild & Cie EURiFrance 27.91 –2.65 –5.91 9.09
Dynamique A/I Banque

5 Elan Euro Rothschild & Cie EURiFrance 27.38 –2.73 –4.50 NS
Valeurs Banque

NS Sapientia Beaubourg Capital EURiFrance 29.84 –3.25 –12.73 NS
Crescendo FCP Acc Management
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China’s banking regulator eases rules

Asian companies look to U.S.
China interest rises
after the success
of Changyou.com

FUND SCORECARD

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

By V. Phani Kumar

Hong Kong shares were boosted
Friday after mainland China’s for-
eign-exchange regulator issued a
draft proposal to raise the invest-
ment quota for foreign investors in

local securities.
China’s State Ad-

ministration of For-
eign Exchange said
near the close of

trading in Shanghai that it planned
to raise the maximum investment al-
lowed by foreigners to $1 billion
from $800 million in a bid to attract
medium and long-term invest-
ments.

The Hang Seng Index gained
2.8% to 20318.62 to reclaim the
20,000-point milestone, with bank-
ing and property stocks rising
sharply. Still, some analysts weren’t
enthusiastic.

“It’s worth noting that the $200
million increase in quota is not a
huge amount. We didn’t see the U.S.
Treasurys move, so [the effect]
seems to be very localized,” said An-
drew Sullivan, a sales trader at Main
First Securities.

The Hang Seng’s 1.1% gain for the
week snapped a two-week losing
streak.

Most other markets in the region

ended higher as well, although Japa-
nese shares declined in cautious
trade. The Nikkei Stock Average of
225 companies fell 0.3% to 10187.11.

In Tokyo, Daiwa Securities slid
6.1% on news the company is close to
ending a joint venture with Sumit-
omo Mitsui Financial Group. SMFG
dropped 2.1%.

Elpida Memory tumbled 8.3%,
stretching its losses to a third ses-
sion, amid worries about its plans to
raise capital.

India’s Sensex rose 1.9% to
15689.12, but it was down 1.5% for
the week, losing ground for two of
the past three weeks.

In Mumbai, metals stocks gained
as prices on the London Metal Ex-
change rose, tracking strength in
global equities. Copper producer
Sterlite Industries rose 3.9%, alumi-
num maker Hindalco Industries
gained 2.2% and Tata Steel added
2.3%.

Resources stocks were broadly
higher around the region because of
the rising price of gold.

In Hong Kong, Zhaojin Mining In-
dustry rose 3.2% and Zijin Mining
Group was up 2.2%. In Sydney, Sino
Gold Mining rose 0.7%, but other
gold miners gave up early gains.

 —Colin Ng and Philip Vahn
contributed to this article.

By Lynn Cowan

More Asian companies are going
public in the U.S., where some can at-
tract a higher price than would be
possible on their home turf.

Five of the 15 initial public offer-
ings that have priced in the U.S. this

year have been from
Asia, while no other
region has had a
company tap the
American market,

according to data from Dealogic.
There is only one Asian filing in the

backlog of 24 companies that have
been actively moving forward on
their deals this year, that of Chinese
online video game company Shanda
Games Ltd. (The data exclude real-es-
tate investment trusts, empty-shell
companies and deals raising less than
$10 million.) But there is a pipeline of
AsiancompaniespreparingIPO paper-
work behind the scenes with the U.S.
Securities and Exchange Commission,
according to bankers and lawyers.

“There have been some new confi-
dential filings in the last two months
that have started building up the pipe-
line. It’s not growing dramatically, but
it is starting to build,” says J. West
Riggs, head of Asia equity capital mar-
kets for Piper Jaffray Cos.

Not every Asian company has
been a hit with U.S. investors. Chi-
nese chemicals firm Chemspec Inter-
national Ltd. and Hong Kong’s CDC
Software Corp. floundered on their
first days of trading and closed on
Friday below their IPO prices. Chem-

spec made its debut in June on the
New York Stock Exchange and CDC
on the Nasdaq Stock Market in Au-
gust.

But the ones that have done well
have been home runs. Chinese video-
game maker Changyou.com, which
went public in April on the Nasdaq,
and Chinese water treatment firm
Duoyuan Global Water Inc., which de-
buted in June on the NYSE, made dou-
ble-digit percentage gains on their
first days of trading and have risen
more since. Singapore semiconductor
designer Avago Technologies Ltd.
rose 8% on its debut on the Nasdaq
last month and closed Friday up 18%
from its IPO price.

Bankers say China is likely to be
the main source of Asian filings this
year. “Most equity investors funda-
mentally believe that China will con-

tinue to be a major engine of global
growth. The fact is that the Chinese
economycontinues to do quite well de-
spite global headwinds,” says Kevin
Willsey, head of equity capital mar-
kets for the Americas at J.P. Morgan
Chase & Co.

Among the industries expected to
deliver more IPOs are technology, edu-
cation, and specialized manufactur-
ers with good growth opportunities,
observers say. Longer term, health-
care deals could also emerge, depend-
ing on economic and government
trends, Mr. Riggs says.

Not every Asian company is inter-
ested in launching its debut in the U.S.
China State Construction Engineer-
ing Corp. opted for Shanghai, and
China Zhongwang Holdings Ltd.
listed in Hong Kong. They are among
the biggest IPOs of Chinese compa-
nies this year.

Making the decision to choose a
listing in the U.S. instead of Asia de-
pends on the company’s view of U.S.
regulation, and often, what type of in-
dustry it is in, according to Christine
Chang, a joint managing partner at
law firm Maples & Calder’s Hong
Kong office. While the New York Stock
Exchange and Nasdaq have a reputa-
tion for drawing sophisticated tech-
nology investors, U.S. regulations are
seen as more onerous than in Asian
markets, she says. Traditional busi-
nesses tend to hew closer to home,
while newer, growth-oriented compa-
nies often gravitate to the states.

“If it’s a health-care, clean-tech, or
tech-based company, we have seen
that it may be better off listing in the
U.S., because it could get a better valu-
ation” for the stock, says Ms. Chang.
“But if it’s in the securities businesses,
banking, or financial services, we
have seen that those stocks generally
go to Hong Kong.”

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

ASIAN-PACIFIC
STOCKS

SHANGHAI—China’s banking
regulator, in an apparent move to
ease concerns over tougher capital
requirements for banks, said a plan
to stop banks from counting cross-
held subordinated debt as part of
their capital will be implemented
only gradually.

The regulator’s comments signal
Beijing’s unease with the stock mar-
ket’s recent slump, which was trig-
gered in part by worries the rules
could force banks to cut back lend-
ing or issue new shares to meet capi-
tal-adequacy ratios.

The China Banking Regulatory
Commission said late Thursday that
it plans to allow banks to implement
the proposed rule on an annual ba-
sis, letting them remove such hold-
ings from their books over a year

rather than as a one-off deduction.
It didn’t elaborate.

The proposed rule, which was
first mentioned by the regulator in
an internal directive last month, is
part of a campaign to prevent sys-
temic risks arising from a credit
boom in the first half of the year that
was spurred by Beijing’s push to
jump-start the economy.

“A gradual approach will offer
banks a grace period to unload their
cross-holdings of subdebt and re-
duce lenders’ need to raise funds in
the near term,” said Jin Lin, an Ori-
ent Securities analyst.

Talk of tougher bank capital
rules and a marked slowdown in
new loans in the past two months
rocked China’s stock market, lead-
ing to a 22% decline in the bench-

mark Shanghai Composite Index in
August.

Concern that domestic banks
would be in a rush to raise funds
from the stock market to meet
stricter capital requirements con-
tributed to the drop.

The Shanghai index rose 4.8%
Thursday after 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 index rose 0.6% Friday.

The CBRC also said it has taken
steps to restrict the business of
banks whose capital adequacy ratio
is low in an attempt to curtail rising
risks in the system.
 —Rose Yu

Source: WSJ Market Data Group
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By Vibhuti Agarwal

PANIPAT, India—Amir Jahan can
spin thick, white thread into magnifi-
cent cloth, but the 46-year-old weaver
has been unable to unravel her health
plan to pay for stomach surgery.

Under a health-insurance pro-
gram introduced a few years ago,
the Indian government has pro-
vided health-insurance coverage for
the country’s hand-loom weavers, a
group of 6.5 million workers, 60% of
them female, who are mostly illiter-
ate and invariably poor. Yet holding
an insurance card hasn’t helped Ms.
Jahan, who says the coverage only
pays for minor ailments and not for
major problems, such as the re-
moval of a stomach tumor.

“The health care is all a sham,”
Ms. Jahan says angrily. “I was re-
fused treatment on grounds of huge
expense. I won’t ever go to be humili-
ated again.”

Ms. Jahan’s health-care issues rep-
resent the problems that come with
trying to provide insurance to India’s
poor. Access to quality care remains a
dream for many in this country of 1.1
billion.

Last year, the Indian government
launched the National Health Insur-
ance Program onpromised health cov-
erage of $700 per person for families
earning less than $100 a year.

Holders of health cards have to
register in their home states to ac-
cess benefits, thereby precluding
a large population of migrant la-

borers. Those who can get past the
complex state-identification and
qualification process often can’t
cope with hospital bureaucracies.

One of the biggest problems: Get-
ting the impoverished weavers to
pay $1 for the card that provides free
access to health care for one year.
Many weavers feel the investment in
the card is a waste of valuable house-
hold income. Other plans aimed at
farmers, construction workers and
other low-income groups also have
been dogged by problems.

In India, the hand-loom industry
is the second-largest segment in the

economy, after agriculture. The Han-
dloom Weavers Health Insurance
Program was backed by a private in-
surance company, ICICI Lombard
General Insurance Company Ltd., a
joint venture of India’s ICICI Bank
Ltd. and Fairfax Financial Holdings
Ltd. of Canada.

An initial payment of $1 entitles a
family of four to coverage totaling
15,000 rupees, or about $300—but no
more than $150 of that can be for any
one family member. Beneficiaries re-
ceive coverage at designated hospi-
tals and clinics, or are reimbursed for
treatment at centers not on the list—

after upfront payments that can be
difficult for weavers to afford.

According to insurance-company
officials, the program has been im-
plemented in 26 states across India,
and covers 1.9 million weaver fami-
lies. In the Lalahar Memorial Prem
Private Hospital, here in Panipat,
nearly 70 weavers line up each day
for health services under the plan.

Many weavers work six days a
week in factories, under poor condi-
tions and with few benefits. Others,
like Ms. Jahan, work from home,
making clothing, rugs and other wo-
ven items for a variety of compa-
nies. Ms. Jahan started working at
the age of eight. Today, she says she
works 12 hours, seven days a week,
to earn about $15 a month. That isn’t
enough to support her seven kids,
and the insurance card can only
cover four family members.

Ms. Jahan’s stomach surgery
was $200, but she was told she could
only use $150 from the card because
of the spending cap for each family
member. The remaining $50 had to
be paid from her own pocket. She
continues to work with the un-
treated stomach tumor.

The ICICI doesn’t deny treatment
to any individual, but “the weavers
think it is an ATM card and want to
get it cashed to the maximum limit,”
said ICICI manager Milan Mahesh-
wari. “The government has fixed a
cap, so that the benefits … can be ex-
tended to the entire family.”

One of the program’s goals was to

cut out government intermediaries.
In a past program, the Indian govern-
ment was running a health package
for the weavers that involved compli-
cated payment procedures that de-
terred many participants, according
to B.K. Sinha, development commis-
sioner of hand-looms at the Ministry
of Textiles in New Delhi.

The new program has won sup-
port among those who have been able
to get long-neglected medical prob-
lems addressed. Working 12 hours a
day on the loom from her house, Jan-
mati, who uses one name, suffered
from blurred vision before she had
eye surgery for $80 through the
health card.

“Initially the hospital authorities
hesitated, but finally agreed,” says
Janmati. “Thanks to the card, I got my
vision back.”

But broad participation hasn’t
panned out. The government ac-
knowledged that only 40% of weav-
ers are covered under the health pro-
gram. Insufficient funds—1.2 billion
rupees ($25 million) preclude cover-
ing more, even if the weavers are
willing.

Nevertheless, Mr. Sinha says, “We
intend to cover every handloom
weaver in the country in the next two
years.”

By Joshua Mitnick

TEL AVIV—Israeli Prime Minis-
ter Benjamin Netanyahu’s plan for
as many as 500 new homes in West
Bank settlements rallied support
from his conservative political allies
ahead of an expected compromise
on a U.S. demand for a settlement
freeze.

The building authorizations,
seen in Israel as an attempt by Mr.
Netanyahu to damp opposition to a
deal with the Obama administra-
tion, have stoked annoyance in the
U.S., Europe and elsewhere in the
Mideast.

On Sunday, Arab League Secre-
tary General Amr Moussa warned
that “the reaction would be tough”
on any Arab country that normal-
ized ties with Israel in response to
the deal, the Associated Press re-
ported. Mr. Netanyahu’s initiative
drew immediate rebukes Friday

from Palestinian
officials and
from the White
House, which
wants a total set-
tlement halt to
help revive Is-
raeli-Palestinian
peace talks.

Israeli offi-
cials say the new
units are in addi-
tion to the 2,500
homes already in
the construction
pipeline which

won’t be stopped by a moratorium ex-
pected to last a few months. By Mon-
day, Defense Minister Ehud Barak
will authorize the new building,
which is slated for the large “blocs”
of settlements, said a spokeswoman.

Deputy Prime Minister Eli
Yishai, the leader of a religious coali-
tion party who expressed solidarity
with settlers two weeks ago, charac-
terized the expected freeze on Is-
raeli state-run radio as a “strategic
delay” in settlement building made
necessary by the commitments of
previous Israeli governments to the
Bush administration.

But the expected construction ap-
provals didn’t calm settler leaders.

“Judea and Samaria will not rise
or fall on another 500 homes,” said
Shaul Goldstein, the head of the Etz-

ion Bloc region settlers council, not-
ing the number represents a 1% in-
crease on the current number of
housing units in the West Bank. “We
believe that if Netanyahu surren-
ders to the pressure now, he will sur-
render to the pressure later when he
tries to restart building.”

The U.S. has been seeking steps
from Arab states toward normaliz-
ing ties with Israel to boost momen-
tum for new peace talks.

Palestinian officials have said that
unless there is a total freeze, they
aren’t interested in restarting talks.

Nabil Abu Rdainah, an aide to Pal-
estinian President Mahmoud Abbas,
told Reuters Friday that peace talks,
suspended since December,
couldn’t resume without an Israeli
pledge of a total freeze on settle-
ment building.

In a statement Friday, the White
House said it regretted the Israeli de-
cision. “The United States does not
accept the legitimacy of continued
settlement expansion, and we urge
that it stop,” the statement said.

In a sign of U.S. weariness with
the talks on a building freeze, which

started in May, an American diplo-
mat said that the focus on settle-
ments in the U.S.-Israeli talks had
“sidetracked and distracted” ef-
forts to return to peace negotia-
tions.

With envoy George Mitchell plan-
ning to visit the region this week,
the U.S. and Israel appear to be mov-
ing closer to a deal over some sort of
settlement halt.

Mr. Barak, the defense minister,
said in a speech Sunday night that
“we are on the eve of diplomatic de-
cisions.”

Israel says it will allow more settlements
Netanyahu’s plan gains support among his conservative backers, but draws rebukes from the U.S. and others

Benjamin
Netanyahu

Weavers in India shun complex health-care program

Building controversy | New construction in the West Bank

596
The number of 

building starts in 
the first half of 2009

Where they are being built Types of units Change from
second half of 2008

Existing settlements In the outposts

East of the Israeli
separation barrier

Permanent structures

*Including 10 industrial structures. 
There are 10 others that are undetermined.

Source:  Peace Now; Associated Press (photo)

Mobile containersWest of the barrier

382*

204

500

208

96

388

+8%

–43%

Jewish settlers work on a structure in the West Bank outpost of Maoz Esther, northeast of Ramallah, earlier this summer. The U.S. is pushing for a settlement freeze.

Amir Jahan works 12 hours every day to earn about $15 a month. She has left a
stomach tumor untreated after finding her insurance doesn’t fully cover surgery.
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By John R. Emshwiller

LOS ANGELES—Attorneys for An-
gelo Mozilo contend that the Securi-
ties and Exchange Commission’s
civil-fraud suit against the former
Countrywide Financial Corp. chief ex-
ecutive misquotes some evidence
and ignores company disclosures.

Mr. Mozilo’s lawyers argue that
the omissions and alleged inaccura-
cies undermine the SEC’s contention
that investors were misled about
Countrywide’s financial condition.

Mr. Mozilo’s attorneys are asking
that the suit be dismissed. Attorneys
for the two other defendants in the
case, former Countrywide President
David Sambol and former Chief Fi-
nancial Officer Eric Sieracki, filed re-
lated dismissal motions.

The SEC complaint, filed in June,
contends that the three former Coun-
trywide executives defrauded inves-
tors by hiding information from
2005 through 2007 that the com-
pany, once the nation’s biggest home-
mortgage lender, was facing dangers
from high-risk lending practices.
Countrywide was purchased last
year by Bank of America Corp.

Mr. Mozilo’s court filing con-
tends that the SEC complaint uses
“sound bites” of some pieces of evi-
dence and “takes them so seriously
out of context that the clear meaning

of the words as they were originally
used is plainly distorted.”

The defendants contend that be-
sides Countrywide’s quarterly and
annual reports to shareholders, the
company made numerous disclo-
sures in other publicly available doc-
uments. It filed “hundreds” of such
documents with the SEC related to
selling pools of loans to outside par-
ties. These documents provided loan
information “going beyond
that which even the SEC ap-
pears to contend was neces-
sary,” argues Mr. Sambol’s
court filing.

The SEC complaint is
the biggest case yet
against top officials of the
mortgage-lending indus-
try. It is being watched
partly because it could
presage a criminal legal
battle. The U.S. attorney’s
office in Los Angeles is con-
ducting criminal investigations
into Countrywide and other mort-
gage lenders. The prosecutors also
are looking at many of the same mat-
ters in the SEC case, said people fa-
miliar with the matter.

The defense motions filed by the
former Countrywide executives of-
fer the most detailed indication yet
of how they plan to fight the SEC alle-
gations and hint at how they might
try to fend off possible criminal
charges as well.

Rosalind Tyson, the SEC’s re-
gional director in Los Angeles, de-
clined to comment, as did officials at
the U.S. attorney’s office. The SEC’s
written response to the dismissal mo-

tions is due by Sept. 18.
The filings, made in mid-August

in federal court in Los Angeles, con-
tend that the SEC used selective quo-
tations to mischaracterize company
statements regarding some loan
products, such as the “pay-option”
loan. Such loans gave borrowers
some discretion in deciding how
much to pay each month. Many bor-
rowers chose payment levels that

caused the total amount
owed to rise, increasing the
risk of default.

The SEC complaint said
the defendants played
down that risk, citing a
Countrywide annual report
that said such loans had
been “prudently underwrit-
ten.” The Mozilo court fil-
ing noted that the full quote
was: “While we believe we
have prudently underwrit-
ten these loans, such loans

present additional risks.”
Mr. Mozilo’s filing also tries to

downplay the importance of some
internal company emails he wrote
that were quoted in the SEC com-
plaint and drew wide media atten-
tion. A September 2006 email said
Countrywide was “flying blind” re-
garding the future performance of
the pay-option loans. The Mozilo
court filing said Countrywide essen-
tially had made the same point, in
more subdued terms, in public dis-
closures. “Countrywide was not re-
quired to use the same words in its
public disclosures that Mr. Mozilo
used with his management team,”
the filing said.

Filing claims SEC distortion
Mozilo’s attorneys
seek suit’s dismissal
over ‘sound bites’

Judge limits protections
for credit-rating firms

Angelo Mozilo

Shares in two companies that
own credit-rating firms, Moody’s
Corp. and McGraw-Hill Cos., de-
clined last week in reaction to a
court decision that rejected the com-
panies’ longtime claim that the First
Amendment to the U.S. Constitution
protected them from lawsuits.

The ruling is expected to spur
more suits and could apply to struc-
tured investment vehicles once val-

ued at as much as $400 billion.
McGraw-Hill, which owns Standard
& Poor’s, fell 10%, on Thursday, and
Moody’s Corp., parent of Moody’s In-
vestors Service, fell 7.1%, both in New
York Stock Exchange composite trad-
ing. On Friday, McGraw-Hill edged up
0.3% and Moody’s gained 0.7%.

The firms had long argued that
their ratings of securities were consti-
tutionally protected opinion. But U.S.
District Judge Shira Scheindlin ruled
on Wednesday in a 68-page opinion
that the ratings of certain securities—
those that were distributed to a lim-
ited number of investors—don’t de-
serve the same free-speech protection
as more general ratings of corporate
bonds that were widely disseminated.

The judge’s decision is one of the
first to interpret the extent to which
the firms can expect First Amend-
ment protection for their ratings of
certain securities, which have been
the focus of much litigation since the
credit crisis. “Her decision breaks
new ground,” says New York attor-
ney David Grais, who represents in-
vestors in suits alleging losses from
asset-backed securities.

Judge Scheindlin’s ruling is bind-
ing only on cases filed in the Southern
District ofNew York, but it could influ-
ence other judges, attorneys say, be-
causethe judge presidesover many se-
curities suits and is highly regarded.

The case involved a suit filed by in-
stitutional investors against the two
firmsin 2008,claiming the ratings ser-
vices issued misleading “investment
grade” ratings to a $5.86 billion struc-
tured investment vehicle, once known
as Cheyne Finance, that collapsed in
2007. The suit is seeking class-action

status on behalf of investors who had
losses from the liquidation of notes is-
sued by Cheyne SIV between October
2004 and October 2007.

SIVs typically used short-term
debt to buy long-term assets, largely
residential mortgage-backed securi-
ties. The model broke down when
these complex securities started to
fall apart during the financial crisis,
prompting lenders to shut off their
supply of cheap short-term funding.

Pieces of the SIVs sold to investors
were rated triple-A by leading ratings
firms. Now that many SIVs have fallen
apart, investors have filed suit
against the ratings firms, alleging
that they were intentionally misled.

Lawyers for the plaintiffs, Abu
Dhabi Commercial Bank and King
County, Seattle, said the ruling could
be applied to any deal in the SIV
world, meaning it is potentially appli-
cable to investments that they esti-
mate at$350 billion to $400 billion be-
fore the crisis. “There certainly will be
other cases filed; that’s the future im-
pact of this decision,” said Patrick
Daniels, a founding partner at San Di-
ego law-firm Coughlin, Stoia, Geller
Rudman & Robbins LLP.

Moody’s and S&P moved to dis-
miss the suit on free-speech grounds.
The judge said ratings are typically
protected from liability and subject
to an actual malice exception because
their ratings are considered matters
of public concern. “However, where a
rating agency has disseminated their
ratings to a select group of investors
rather than to the public at large, the
rating agency is not afforded the
same protection,” the judge said.

Judge Scheindlin partially dis-
missed the plaintiffs’ case, which was
filed against the ratings firms and
some banks, but allowed the fraud
claim to go forward. “We are pleased
that the court has dismissed all but
one of the 11 claims, and we are confi-
dent that we will prevail on the re-
maining claim,” said Chris Atkins, a
spokesman for S&P.

The court’s ruling “was based
purely on plaintiffs’ allegations, and
we are hopeful the court will review
the issue once the true facts are be-
fore it,” said Michael Adler, a
Moody’s spokesman.

MONEY & INVESTING

By Nathan Koppel, Andrew
Edwards and Chad Bray

By Atsuko Fukase

TOKYO—Daiwa Securities
Group Inc. and Sumitomo Mitsui Fi-
nancial Group Inc. are close to reach-
ing a final agreement to dissolve
their 10-year partnership in Daiwa
Securities SMBC Co., a person famil-
iar with the matter said.

A final decision on the matter
will be made as early as this week,
the person said, and the investment-
banking joint venture will likely be
dissolved by the end of the month.

Daiwa Securities has a 60% stake
in the joint venture while SMFG
holds 40% through its core banking
unit. After an agreement is reached,
Daiwa will buy SMFG’s stake, the
person said. Daiwa is expected to
pay roughly 200 billion yen ($2.16
billion).

About 200 SMFG executives and
employees transferred to work at
Daiwa Securities SMBC will be sent
back to the bank, the person said.

In a statement, SMFG said the

bank and Daiwa are in talks but that
nothing has been decided regarding
dissolution of the joint venture. It
didn’t say what stage the talks are
at, nor when it expected an agree-
ment to be reached.

Daiwa Securities said separately
that it hasn’t made any announce-
ment regarding its ties with SMFG.

The reports sent Daiwa’s share
price down 6.1% Friday on concerns
over whether the brokerage house
can stand on its own as an indepen-
dent securities house in a competi-
tive industry.

Daiwa could lose business part-
ners that have strong connections
with SMFG’s banking unit, said Tat-
suo Majima, an analyst at Tokai-To-
kyo Securities.

Talks started in July after SMFG
agreed to buy retail brokerage
house Nikko Cordial Securities and
part of wholesale brokerage house
Nikko Citigroup from Citigroup Inc.
for about $5.8 billion. The purchase
is effective Oct. 1.

Daiwa, SMFG get ready to end
investment-banking joint venture
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