
UBS unveiled board changes, re-
sponding to shareholders’ criti-
cism, but its shares fell to a
10-year low on mounting con-
cerns over a U.S. probe into alle-
gations that the Swiss bank pro-
vided wealthy clients with advice
on avoiding U.S. taxes. Pages 1, 21

n GM’s U.S. sales fell 18.5% in
June but were better than ex-
pected, helped by incentives.
Toyota posted a 21% drop. Page 3
n New-car registrations slid
31% in Spain and 19.5% in Italy
year-to-year in June, but they
edged up 2.1% in France. Page 6

n InBev offered to remain
friendly as long as Anheuser en-
tertains its $46.35 billion bid.
Anheuser was unswayed. Page 5

n U.S. stocks ended higher, af-
ter GM’s U.S. sales helped pluck
indexes from bear-market terri-
tory. European shares fell to
three-year lows. Pages 21, 22
n Global oil markets will stay
tight over the next five years,
the IEA said. U.S. oil settled at a
record $140.97 a barrel. Page 21

n The IMF’s managing director
said high oil and food prices have
pushed some developing nations
to the “tipping point.” Page 2

n BNP Paribas is reshuffling its
top management, including nam-
ing Jean-Laurent Bonnafé one of
its two operating chiefs. Page 4

n Japan’s corporate sentiment
fell to the lowest level in five
years, its central bank’s quarterly
tankan survey showed. Page 26

n Moody’s may dismiss staffers
involved in inaccurate ratings of
certain debt instruments and the
failure to correct them. Page 23

n A New York court threw out
a ruling that the NYSE’s ex-chair-
man must return part of a $187.5
million pay package. Page 24

n Air travelers who booked in
advance are finding their flights
canceled or rerouted, as airlines
start cutting capacity. Page 4

n Manitowoc won the auction
for food-equipment firm Enodis
with a $2.4 billion bid. Page 7

Denmark became the first EU
nation to slip into a technical re-
cession, and data indicated oth-
ers could soon follow. Econo-
mists think Italy, Spain, Portu-
gal and Ireland are most at
risk. But such concerns aren’t
expected to deter the European
Central Bank from raising inter-
est rates Thursday. Page 1

n A U.S. nuclear pact with Rus-
sia is being threatened by delays
in Congress, the latest in a se-
ries of missteps in Bush’s coun-
terproliferation strategy. Page 2

n Prospects for a deal between
Zimbabwe’s Mugabe and his ri-
val appeared to grow more dis-
tant. Meanwhile, a banknote
printer in Germany ended its
dealings with Harare. Page 1

n Militants killed more U.S. and
NATO troops in Afghanistan in
June than in Iraq for the second
straight month, a milestone
that analysts said underscores
the Taliban’s growing strength.
n Italy revised restrictions on
its soldiers in Afghanistan, al-
lowing them to be more easily
deployed in volatile areas.

n Turkish authorities detained
at least 20 ultranationalists, in-
cluding two retired generals, in
a probe into a suspected coup
plot against the government.

n France’s army chief resigned
following a military show in
which 16 people were shot and
wounded when real bullets
were used instead of blanks.

n Olmert warned Palestinian
militants that Israel would re-
spond if attacks from Gaza per-
sist in defiance of a recent truce.

n Malaysia’s opposition leader
lashed out at the ruling coali-
tion, telling his supporters the
government is trying to frame
him in a sex scandal. Page 12

n Chinese officials reopened
an investigation into the death
of a student that led to riots,
while some bloggers took steps
to slip past censors. Page 11

n Protesters in Hong Kong
called for promised direct elec-
tions, as the city’s leaders cele-
brated 11 years of Chinese rule.

n Mongolia’s president declared
a state of emergency in the cap-
ital after protesters stormed the
ruling-party headquarters, claim-
ing fraud at Sunday’s election.

By Marcus Walker

And Andrew Higgins

Robert Mugabe’s embattled re-
gime in Zimbabwe has just lost one
of its props: The steady supply of
fill-in-the-blank banknotes from
high-security factories in the Ger-
man countryside.

The notes, which have allowed
Mr. Mugabe to pay his soldiers and
other loyalists, are produced by
Giesecke & Devrient GmbH, a secre-
tive, family-owned Bavarian com-

pany that once
made its money
churning out
worthless cash in
the 1920s for the
doomed Weimar
Republic.

The Munich-
based firm on
Tuesday caved
in to pressure
from the Ger-
man govern-
ment to stop its

business with Mr. Mugabe’s embat-
tled government. The company has
been airfreighting tons of blank
notes to the Zimbabwean capital,
Harare, where the central bank
prints ever-higher numbers of zeros
on the notes as astronomical infla-
tion destroys the purchasing power
of the Zimbabwe dollar.

Germany’s foreign minister,
Frank-Walter Steinmeier, tele-
phoned Giesecke & Devrient’s chief
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Recession fears deepen
as Denmark is first to fall

UBS overhauls its board
Move comes as U.S.
pressures Swiss bank
for rich-client data

Editorial&Opinion

Robert Mugabe

Windfall from profits
When rates were cut, U.S. firms
invested $362 billion from their
foreign operations. Page 13
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Recession worries

Sources: Eurostat; National statistics agencies*4Q figure revised from -0.8% previously reported

Germany

Euro zoneItalyFranceSpain U.K.Ireland*PortugalDenmark

Several European economies contracted in the first quarter,
with Denmark becoming the first European Union nation to fall
into a technical recession. Gross domestic product growth,
quarter-to-quarter 

4Q 2007 1Q 2008

Persian Gulf driver takes
vanity plates to a new level
ON OTHER FRONTS | PAGE 36

GM’s chief has become the
Sisyphus of U.S. industry
FOCUS ON AUTOMOBILES | PAGE 6
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Banknote printer
ends its dealings
with Zimbabwe

By Emma Charlton

And Joel Sherwood

LONDON—European recession
fears grew Tuesday as Denmark be-
came the first European Union coun-
try to slip into a technical recession
and a raft of weak data indicated oth-
ers could soon follow.

The Purchasing Managers Index
for the euro zone’s manufacturing
sector contracted in June for the
first time in three years, dropping
to 49.2 from 50.6 in May, research
group Markit Economics said. A
PMI reading above 50 signals an ex-
pansion in manufacturing, while a
level below 50 indicates a contrac-
tion.

Europe’s economies are cur-
rently facing a toxic combination of
elevated inflationary pressures,
higher oil prices, strong exchange
rates, weakening global growth and
tight credit conditions. Denmark,
Spain, the U.K. and Ireland also face
falling housing prices after a recent
boom, trailing a trend set in the U.S.
after a two-year lag.

Such concerns aren’t expected to
deter the European Central Bank
from raising interest rates Thurs-
day. The central bank for the 15 coun-

tries sharing the euro has signaled
it plans to raise its key rate to 4.25%
from 4%. The plan appeared to be ce-
mented by news that euro-zone in-
flation soared to 4% in June—twice
the ECB’s targeted inflation ceiling.

European stocks fell sharply as
traders worried about the region’s
growth outlook. Economists believe
Italy, Spain, Portugal and Ireland to
be at most risk of following Den-
mark into recession. The U.K. and
France face, at best, near stagna-
tion.

There is “mounting evidence
that the euro zone is heading for a
major economic slowdown…with a
no-longer negligible risk of a reces-
sion,” said Holger Schmieding, an
economist at Bank of America.

Europe’s job market also is show-
ing signs of erosion. Euro-zone un-
employment increased for the sec-
ond straight month in May, rising by
approximately 67,000 after an in-
crease of 52,000 in April, Eurostat
data showed Tuesday.

Activity levels in three of the cur-
rency bloc’s four largest economies
wilted, with only Germany showing
expansion over the month.

“France is clearly heading in the
Please turn to page 35

Money & Investing > Page 21

By Carrick Mollenkamp

And Katharina Bart

UBS AG’s new chairman says he
has a plan to fix the many legal and
financial problems facing the Swiss
banking giant. But with every step
Peter Kurer takes, new problems ap-
pear and old ones deepen.

On Tuesday, Mr. Kurer laid out
changes: Four directors are depart-
ing and the bank will look for new
ones from outside, a nod to share-
holders who have faulted the board
for allowing UBS to become one of
the banks worst hit by the global
credit crisis. Mr. Kurer also elimi-
nated a layer of board management
to speed decisions.

Investors, who had hoped for an
update on UBS’s expected losses, re-
acted with exasperation.

UBS shares hit 10-year lows, fall-
ing 5.3% to 20.30 Swiss francs
($19.87).

Since early October, when UBS re-
ported the first of the write-downs
that now total some $38 billion,
shares have fallen nearly 65% from
62.60 Swiss francs. The plunge has

Please turn to page 35

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 11382.26 +32.25 +0.28
Nasdaq 2304.97 +11.99 +0.52
DJ Stoxx 600 283.00 -6.39 -2.21
FTSE 100 5479.9 -146.0 -2.60
DAX 6315.94 -102.38 -1.60
CAC 40 4341.21 -93.64 -2.11

Euro $1.5754 -0.0006 -0.04
Nymex crude $140.97 +0.97 +0.69
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Abu Dhabi

W
ITH OIL near record
prices, the Persian
Gulf is awash in cash,
stimulating a return
to some very conspic-

uous consumption.
Ferrari SpA says sales in the Mid-

dle East leapt 32% last year. BMW
Group’s Rolls-Royce Motor Cars
says the U.A.E., a country with a pop-
ulation of 4.6 million people, is now
one of its top-five global markets.
All those expensive cars clogging
the roads have given rise to another
must-have status symbol: a presti-
gious license-plate number.

“Everyone has a nice watch, a
nice car,” says Abdullah Al-Man-
naei, organizer of the city govern-
ment’s monthly auction of desirable
numbers. “It’s not enough to just
have a Ferrari anymore.”

Hundreds of men in starched
robes descend on an opulent hotel
here to vie for the most distin-
guished digits. Earlier this year, Abu
Dhabi businessman Saeed Khouri
made headlines and the Guinness
Book of World Records when he
paid $14 million for the tag simply
sporting a “1.” His cousin, stockbro-
ker Talal Khouri, paid $9 million for
“5”—the second-largest sum ever
paid for a license plate.

Abu Dhabi is hardly the first
boomtown to be swept up in luxury
license plates. Hong Kong has had a
thriving auction for years, while
high-rolling Russian executives
have gone to great lengths to secure
custom tags.

While Emiratis have informally
traded license plates for years, auc-
tions are a new phenomenon for the
U.A.E., which last year boasted
79,000 people with net assets above
$1 million, excluding their primary

residence, according to the
Capgemini/Merrill Lynch
world wealth report. That
is up 14% from the year
prior. Like Abu Dhabi, the
neighboring state of Dubai
started its own auction a
year ago. Bahrain is plan-
ning to start one later this
summer. Mr. Al-Mannaei,
organizer of the Abu Dhabi
auction, is negotiating for
another with officials in
Egypt—which may not
have much oil itself, but is
riding a regionwide invest-
ment boom.

Abu Dhabi is the undis-
puted capital of the craze.
Although the place is sleep-
ier and more conservative
than glitzy Dubai, 120 kilo-
meters away, Abu Dhabi’s
small business community
is far wealthier, thanks to
the city’s status as one of
the world’s largest oil pro-
ducers. Plus, as the nation’s
capital, Abu Dhabi has first
dibs on the choicest license-
plate digits.

Each month, Mr. Al-Man-
naei and the Abu Dhabi Min-
istry of the Interior select
approximately 100 plates
to go under the hammer,
picking combinations they
reckon will fetch the best prices.
The predominantly Muslim society
doesn’t revere lucky numbers as the
Chinese do. But low numbers are al-
ways popular, as are combinations
of digits that might convey prestige—
such as numbers that are the same
as luxury car models. (The govern-
ment issues more-pedestrian tags—
with five random digits—for a $95
registration fee.)

Soft-spoken and modestly
dressed, 34-year-old Mr. Al-Man-
naei says he closely controls supply,
releasing low-digit plates “almost
scientifically.” The result, he says, is
a frenzy for even mediocre num-
bers. In the last two auctions, three-
digit plates fetched $123,000 to
$150,000 each, more than double
the prices last fall. In the 10 auctions
held so far, buyers spent roughly

$120 million for 900 plates; the gov-
ernment plans to use the money to
build a new trauma hospital for traf-
fic-accident victims.

Mr. Al-Mannaei, who declines to
provide his remuneration, spices
things up from time to time with
plates that match popular luxury-
car series. The brother of Talal
Khouri, the stockbroker who shelled
out $9 million for “5,” paid a litle
more than $120,000 to furnish his

red Ferrari F430 with a
“430” plate. (The car itself
lists for approximately
$180,000.)

Indeed, the extended
Khouri clan, which earned
its fortune from the stock
market and land develop-
ment, is one of the license-
plate market’s biggest
players. Talal, 35, displays
his “5” plate on his caber-
net-colored Rolls. He’s
also bought “55” and
“55555,” among others.

The “1” tag bought by
Saeed, 25, was a coup for
the family, says his
21-year-old younger
brother, Hamdan. “We are
lucky. We have the money
to get what we want. We
want to be the best,” Ham-
dan says. For his own car,
a Land Rover, Hamdan is
eyeing “494,” the number
included in his Hotmail
user name. Although Ham-
dan has an order in for a
Ferrari F149, set to hit the
market next year, a cousin
has already snapped up
plate “149.”

Saeed and Talal, the
two highest-spending
Khouris, declined to be in-
terviewed. “They don’t

like to be the center of attention,”
says Hamdan.

Some of the city’s conservative
burghers frown on the spending, but
Abu Dhabi’s monthly auctions are
now a favorite male haunt. The high-
stakes show usually fills the
1,000-seat gilded theater inside the
Emirates Palace, an extravagant
64,500-square-foot hotel stretching
1µ kilometers along the sea. Tea and

coffee come served in gold-rimmed
cups and saucers.

“It’s the best place to be. I never
miss one,” says Nasser Khalifa Al-Bu-
door, a civil servant at the health de-
partment. He says he’s a man of mod-
est means but says he forked over
about $30,000 a piece for two five-
digit plates at auctions last year.

Classic cars adorn the stage.
Disco lights and a blaring hip-hop
soundtrack drown the chatter of ea-
ger bidders as they take their seats
inside the theater.

The mood turns serious when
the lights dim. At last month’s
event, auctioneer Mohammed Al-
Yousef, a man with a delicate-
shaped face and long, tapered fin-
gers, glided onto the stage to the
theme music from the movie “Chari-
ots of Fire.”

The hot ticket of the day was “9,”
the only single-digit plate up for
grabs. Bids started at $700,000, but
within minutes the price had topped
$2 million. As the weak-hearted
dropped out, two men in Arab head-
dress dueled amid the cheers of sup-
porters who had congregated
across two aisles.

Bidding jumped in increments of
500,000 dirhams—about
$136,000—until it reached 15 million
dirham, or about $4 million. An agent
acting for an anonymous Abu Dhabi
industrialist spoke heatedly into his
cellphone, seeking permission to ex-
tend his limit. His boss had been try-
ing to purchase a single-digit for the
last three auctions, he said.

“He told me do what it takes…to
take this one home,” said the agent.
He eventually won, for $4.2 million.

Ahmad Al-Ketbi arrived at the
auction hoping to buy “29.” The
plate would match an older series
tag—in a different color—that his fa-
ther already owns.

“I gotta have a plate,” he said.
Never mind that the baby-faced
15-year-old is three years away from
the legal driving age.

Amid ferocious bidding with
men twice his age, Mr. Al-Ketbi, who
sat with his younger brother in the
theater, thrust his bidding flag up
again and again until he won. His
bid: $530,000.
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Dispatch / By Margaret Coker

TerraCycle breathes new life into old wrappers

A TerraCycle
umbrella made from
discarded Chips
Ahoy! packages.

Abdullah Al-Mannaei displays license plate number ‘1,’ which
sold for $14 million.

In Abu Dhabi, $14 million can buy
you a pretty nifty license plate

By Gwendolyn Bounds

Is a tote bag forged from old Ca-
priSun pouches fashionable?

Each year, billions of food and
drink wrappers encasing popular
brands end up in landfills because
their multilayered materials—
which keep products fresh—are
tricky and expensive to break down
and recycle. This waste has pre-
sented a challenge for manufactur-
ers eager to reduce their environ-
mental impact and buff reputations
among eco-conscious consumers.

But that is changing due to an alli-
ance between a growing number of
food and beverage bigwigs—includ-
ing Kraft Foods Inc., Kellogg Co.,
Clif Bar & Co. and Coca-Cola
Co.—and a tiny company in Tren-
ton, N.J., named TerraCycle Inc.

In recent months, TerraCycle,
which made its mark as a purveyor
of fertilizer made from worm cast-
ings, has signed deals or is in talks
with these and other companies to
collect some of their packaging
waste and sew, fuse or weave it into
products such as shower curtains,
umbrellas, pencil cases, totes, lunch-
boxes and backpacks—a process
known as upcycling. Many of these
items—produced from old Oreo,
Kool-Aid and Bear Naked granola

packages among others—are now
shipping to Target Corp., Office-
Max Inc. and Walgreen Co. stores or
are part of discussions for future
sale at retailers including Wal-Mart
Stores Inc. and Home Depot Inc.

And the small company stands to
profit beyond what it sells in stores.
In some cases, manufacturers, in-
cluding Kraft, say they will put Ter-
raCycle’s logo on some of their prod-
ucts’ packaging to encourage upcy-
cling—a move tantamount to free
advertising on millions of items.

That a five-year-old company
like TerraCycle knit together con-
tracts with such heavy hitters so

quickly underscores the entrepre-
neurial potential of locating an in-
dustry’s Achilles’ heel—and figur-
ing out how to mend it.

“Obviously, this isn’t our core
business of upcycling,” says Jeff
Chahley, senior director for sustain-
ability at Kraft, which has signed a
multiyear contract with TerraCycle
for upward of $1 million. “We’d
rather partner with folks who have
figured this out…and [TerraCycle
has] a nice, unique business model
that we really liked. We’ll work with
them until they can’t handle it any-
more.” Kraft’s Nabisco business sells
about 597 million packages annually,
with Chips Ahoy and Oreo packages
making up about 60% of that total.

Over the years, as food makers
moved to create lightweight pack-
aging, they embraced technology
that fuses super-thin layers of

plastics and other polymers to
protect food from moisture,

air and sunlight. But for re-
cycling companies, which

are often paid by the
weight of their collec-

tion, it isn’t very cost-
efficient to separate
those fine layers for
reuse.

A lighter wrapper
is “environmentally
good because it uses

less material and less energy per
package,” says David Cornell, the
technical director of the Associa-
tion of Postconsumer Plastic Recy-
clers in Washington. “This is all fine
and dandy until the package gets to
the end of its life.”

And that is where TerraCycle
comes in. The company has set up
nearly 4,000 trash-collecting bri-
gades across the U.S., mostly from
schools, churches and other non-
profit groups. They are paid two
cents per wrapper or pouch. Terra-
Cycle covers the cost of collection,
including shipping, by securing
sponsorships from thes food manu-
facturers—typically $150,000 to
$350,000 per year depending on
how many brigades are sponsored.
TerraCycle then sends the trash to
its factories in Mexico to be refash-
ioned into new products for retail.

“We want to lock up every waste
stream,” says Tom Szaky, the
26-year-old co-founder and chief ex-
ecutive of TerraCycle. “Then you
own the infrastructure and create
momentum.”

In 2008, TerraCycle expects $8
million in revenue, with 20% to 30%
coming from the upcycled products.
In 2009, the company expects that
percentage to double on revenue of
$15 million. Last year, TerraCycle
had revenue of $3.5 million.
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By Tom Barkley

The jump in oil and food prices
has pushed some developing coun-
tries to the “tipping point,” putting
governments in the difficult posi-
tion of balancing the interests of the
poor and economic growth, the man-
aging director of the International
Monetary Fund said Tuesday.

“If food prices rise further and
oil prices just stay the same, then
some governments will be unable to
feed people and at the same time to
maintain the stability of their econ-
omy,” Dominique Strauss-Kahn said
at a news conference to discuss a
new IMF report on the impact on de-
veloping countries of a doubling in
commodity prices since 2006.

While advanced countries are
alsodealingwiththerisingpricepres-
sures, the challenges are much
greater for developing countries,
which had been making strides in re-
centyearsinimprovingeconomicsta-
bility and reducing poverty, he said.

“The picture is a picture of a
world in crisis,” said Mr. Strauss-
Kahn, noting that global financial
markets are still enmeshed in the
turmoil that began in the U.S.
subprime mortgage market. Policy
responses are needed from govern-
ments as well as the international
community, he said.

Leaders from the Group of Eight
leading nations have put the com-
modity-price crisis on the agenda
for next week’s meeting in Japan.
Mark Plant, deputy director of the
IMF’s policy development and re-
view department, said at the news
conference that the G8 should work
toward concluding the Doha round
of global trade talks, ensuring ade-
quate investment in agriculture in
developing countries and address-
ing the diversion of crops toward
biofuels.

In its first broad-based analysis
of how rising commodity prices are
affecting developing countries, the
IMF found an increasing deteriora-
tion in inflation conditions and the
balance of payments. And with oil

and food prices expected to ease
only gradually, the situation could
worsen if governments don’t take
appropriate action, it said.

“The food and fuel price surges
have greatly raised the policy chal-
lengesassociatedwith reducing pov-
erty, ensuring food security, and
maintaining macroeconomic stabil-
ity,” theIMF saidin the report,cover-
ing about 150 countries. The world is
“in the midst of the broadest and
most buoyant commodity price
boom since the early 1970s,” it said.

The IMF cited the rapid growth
of emerging and developing coun-
tries as the “main source” of de-
mand for commodities. The fund
said rising demand and a “sluggish”
supply response has been the main
driver behind the run-up in oil
prices. Financial conditions, such as
the weak dollar and low real inter-
est rates, have also likely contrib-
uted, it said. The IMF found “no com-
pelling evidence” that commodity
trading has affected price trends.

The rise in oil prices has fed into
food costs, including the increase in
biofuelproduction,thefundsaid,not-
ing that corn-based ethanol output
accounted for about three-quarters
of the increase in global corn con-
sumption in 2006-07. More recently,
a growing number of countries have
imposedlimits on food exports,exac-
erbating the global problem, it said.

The fund found that inflation
pressures have built up more than
expected since the beginning of the
year in developing countries, whose
fiscal and balance-of-payment con-
ditions have also worsened.

By Jay Solomon

WASHINGTON—The Bush ad-
ministration’s landmark nuclear-co-
operation pact with Russia is being
threatened by delays in the U.S. Con-
gress, the latest in a series of mis-
steps in the White House’s counter-
proliferation strategy.

U.S.lawmakersarevoicingopposi-
tion to the agreement in part because
of Moscow’s history of trade with
Iran in nuclear materials and ballistic
missiles. Legislators are seeking
greater guarantees from the White
House that Russia has halted its mili-
tary cooperation with Tehran.

The troubled Russia agreement
comes as a similar U.S. nuclear-coop-
eration deal signed with India in
2005 appears unlikely to be passed
into law before the end of President
George W. Bush’s second term,
largely because of legislative opposi-
tion in New Delhi, U.S. officials say.

Democratic and Republican law-
makers are also working to block re-
cent moves by the Bush administra-
tion to forge civilian-nuclear agree-
ments with energy-rich Arab states,
such as Saudi Arabia, the United
Arab Emirates and Bahrain.

“The Bush administration has
put nuclear commerce above com-
mon sense,” says Rep. Edward Mar-
key (D., Mass.), who is co-chairman
of Congress’s Bipartisan Task Force
on Non-Proliferation.

The goal of the administration’s
nonproliferation strategy is to per-
suade developing nations to forgo

their own development of nuclear fuel
cycles. Washington’s Global Nuclear
EnergyPartnershipinitiative,orGNEP,
says the U.S. will assist in the develop-
ment of civilian-nuclear power in re-
turn for commitments that countries
will buy nuclear fuel from internation-
ally monitored fuel banks. That could
help keep nuclear fuel out of the hands
of rogue states or terrorist groups.

Washington’s conflict with Iran
largely centers on Tehran’s aggres-
sive pursuit of the nuclear fuel cy-
cle, which can be utilized for devel-
oping nuclear weapons. U.S. offi-
cials say they want to utilize GNEP
to create an international regime to
counter the Iranian model.

Last July, Mr. Bush and Russia’s
then-President Vladimir Putin
signed a nuclear-cooperation pact
in a bid to broaden relations be-
tween the two Cold War antago-
nists. Russia is a crucial partner in
developing a fuel bank, due to the

size of its domestic nuclear power
industry, according to U.S. officials.

The deal would allow U.S. firms to
sellanumberofpreviouslyproscribed
nuclear technologies to Russian com-
panies. Thetwo would alsobe allowed
to cooperate in developing what U.S.
officialssayaremoreproliferation-re-
sistantreactors.Andthepactwouldfa-
cilitate the sale of Russian nuclear fu-
els into the U.S. market.

Still, a significant number of U.S.
lawmakers say they are considering
blocking the Russia deal, specifi-
cally because of Moscow’s past sup-
port for Iran’s nuclear activities and
its long-range missile systems.

A U.S. official working on the Rus-
sia deal acknowledged that the Bush
administration is running short of
time but expressed confidence it
would be finalized.

The White House has certified to
Congress that Russia isn’t aiding Iran
in the pursuit of atomic weapons. But
Rep.MarkeyandotherU.S. lawmakers
havequestionedtheaccuracyofthein-
telligence provided by the administra-
tion.TheyhaverecentlyaskedtheGov-
ernment Accountability Office to pro-
duce its own report detailing Mos-
cow’s military support for Tehran.

Russia is assisting Iran in building
a light-water reactor in the city of
Bushehr.TheBushadministrationsup-
ports the project because the nuclear
fuel comes from Russia and is stored
outside Iran. U.S. intelligence officials
haveacknowledgedthatRussiacontin-
ues to provide Iran with conventional
arms.Buttheadministrationnonethe-
less sees the pact as a way to get
greater Russian cooperation.

The White House submitted the
Russia agreement to Congress on
May 13, meaning it would pass into
law if lawmakers didn’t move to
block or amend the legislation dur-
ing 90 consecutive working days.
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Note: Comprises operational weapons and those
awaiting dismantlement 

Source: Federation of American Scientists

Nuclear powers
Approximate stockpiles of nuclear 
warheads by country as of April 9

Russia 14,000

U.S. 5,400

France 348

China 240

U.K. 185

Israel 80

Pakistan 60

India 50

North Korea 10

Total  20,373

INDEX TO BUSINESSES Citigroup Inc.’s stock closed Fri-
day’s trading at $17.25 and Lehman
Brothers Holdings Inc.’s stock closed
at $22.25. A page-one article Monday
about big financial companies incor-
rectly gave the closing prices as
$17.67 and $22.61, respectively.
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A Zimbabwean holds a newly issued 50-million-dollar note at a street traders’
stand in Harare. The note is worth the equivalent of three loaves of bread.

UBS’s new chairman overhauls board

executive Tuesday to complain
about the deliveries, according to a
German diplomat. On Friday, Germa-
ny’s development minister had de-
nounced the company’s dealings
with Zimbabwe as “terrible” and
sent a fax demanding that they stop.

Giesecke & Devrient said it
would halt deliveries in response to
the German government’s disquiet,
public opinion, and the worsening
political situation in Zimbabwe.

The firm had tried to weather
the storm. Producing banknotes is a
lucrative business, particularly in
countries like Zimbabwe that are
ravaged by hyperinflation: The coun-
try has had to issue new banknotes
repeatedly in recent years as exist-
ing cash became worthless. Zimba-
bwe’s current inflation is estimated
at well over a million percent a year.
(The central bank stopped measur-
ing inflation in January, when it
stood at a relatively modest
100,580%.)

Giesecke & Devrient has a long
history of standing by unsavory cus-
tomers. It prospered under Adolf
Hitler, making tickets for the 1936
Olympic Games in Berlin. It did busi-
ness with fascist Spain under Gen.
Francisco Franco and also with
white-ruled Rhodesia, as Zimbabwe
was known until Mr. Mugabe took
power in 1980.

The Munich money connection
has stirred outrage among oppo-
nents of Mr. Mugabe, who, after a
one-candidate election last week,
was sworn in for another five-year
term Sunday.

The German money printers “are
supporting the regime and anyone
who supports the regime is helping
to suppress our people,” says Elton
Mangoma, a professional accoun-
tant who acts as treasurer for Zimba-

bwe’s opposition party, the Move-
ment for Democratic Change. He is
now on the run from security forces.

Zimbabwe, he says, has been
“pouring money down the drain” by
paying Giesecke & Devrient to pro-
duce paper money that quickly loses
any value. Mr. Mangoma uses a
10-million-Zimbabwe-dollar ban-
knote as a bookmark because he
doesn’t “care if I lose it.”

Giesecke & Devrient doesn’t sup-
ply finished notes but only special
paper featuring water marks and
other security features requested
by its client the Reserve Bank of Zim-
babwe, the country’s central bank,
according to a person familiar with
the deal. The Zimbabweans add
color graphics and decide how
many zeros to put on the notes. Nei-
ther the German company nor the

central bank would say how much
the contract is worth.

Zimbabwe now has more than 50
different bills, most of which have
negligible value. MDC treasurer Mr.
Mangoma says billions are rarely
used in his line of work anymore and
have been replaced by quadril-
lions—a million billion . “Our econ-
omy is too crazy to understand,”
says Mr. Mangoma.

The U.S. Federal Reserve keeps
$100 bills in circulation for around
89 months, figuring that this is how
long they can withstand ordinary
wear and tear. Notes in Zimbabwe
rarely last more than few weeks be-
cause they lose their value so
quickly. A 500,000-Zimbabwe-dol-
lar bill issued late last year is al-
ready out of circulation: it is worth
just .00004 U.S. cents at the official

exchange rate—and much less on
the black market.

Vending machines, which take
coins, fell out of service in Zimba-
bwe years ago. A single can of soda
would require the deposit of billions
of coins. Imported from South Africa
and in very short supply, a bottle of
Coca-Cola sells on the black market
for around 15 billion Zimbabwe dol-
lars. Civil servants mostly get paid
through direct deposits into bank ac-
counts, which limit withdrawals to
25 billion Zimbabwe dollars a day. A
loaf of bread costs 30 billion.

In place of ordinary banknotes,
Zimbabwe’s central bank has taken
to issuing bearer checks in recent
years. These look much the same as
bills and use the same German pa-
per, but are valid for only a fixed pe-
riod. The government last year tried
another tack, imposing price con-
trols on a range of basic goods.
Shops emptied and authorities re-
lented.

Before Tuesday, Giesecke &
Devrient said it took no view on Zim-
babwe’s economic or political woes.
A company spokeswoman said the
firm follows rules laid down by inter-
national bodies such as the United
Nations and European Union, and
these haven’t imposed trade sanc-
tions on Zimbabwe.

“It is not our place to enter into
political considerations in deliver-
ing banknotes,” she said. On Tues-
day, the company changed its tune
under pressure from the govern-
ment in Berlin. German Chancellor
Angela Merkel has been vocally criti-
cal of Mr. Mugabe’s regime, and the
company’s continued dealings were
“sending the wrong signal,” said a
senior German official.

The company, which has annual
revenue of Œ1.55 billion ($2.44 bil-
lion), runs two factories, one in the
Bavarian Alps, the other in the
mountains of Saxony near the Czech
border. But, fearful of protests, it
won’t say which plant produces the
Zimbabwe bank paper.

Giesecke & Devrient’s ties with
Zimbabwe go way back. It supplied
Ian Smith’s white-minority regime
with banknotes and money-printing
machines when it unilaterally de-
clared independence from Britain in
1965. Britain tried to stop the deliv-

eries by suing Giesecke & Devrient
in German courts, arguing unsuc-
cessfully that as the world didn’t rec-
ognize the Smith regime, the ban-
knotes were forgeries.

White-minority rule ended, Rho-
desia became Zimbabwe and Mr.
Mugabe became prime minister.
Giesecke & Devrient carried on sell-
ing to the central bank. In the late
1980s, Mr. Mugabe publicly praised
the German company for its loyalty
to Zimbabwe, according to Klaus
Bender, author of the book “Money-
makers: The Secret World of Ban-
knote Printing.”

“The business of printing ban-
knotes is comparable only to the
arms trade,” says Mr. Bender in an
interview: “It’s discreet, highly polit-
ical, and based on long-term rela-
tionships.

Giesecke & Devrient’s decision to
end its relationship with Zimbabwe
raises a host of questions. The MDC
says that without German supplies
to keep the printing presses rolling,
the central bank, run by a stalwart
ally of Mr. Mugabe, will have trouble
pumping out money in ever-greater
volumes.

This prospect intrigues Western
economists: Will the cutoff in Ger-
man deliveries help starve hyperin-
flation out of the system?

Hyperinflation, says Steve H.
Hanke, a professor of applied eco-
nomics at John Hopkins University in
the U.S. and an expert on the subject,
“is a very simple equation”—stop
printing money and it stops. “Cold
turkey,” he says, is the only solution.
A bout of severe hyperinflation in Yu-
goslavia in the 1990s paused, he says,
when the country’s mint “just maxed
out” and they couldn’t print new
money fast enough.

But, says Mr. Hanke and others,
Zimbabwe will likely find another
way to churn out fresh money even
without special paper from Ger-
many. He doubts much will change
in Zimbabwe unless it gets rid of its
central bank and adopts an entirely
different monetary system. One op-
tion, he says, is a currency board, an-
other is to replace the discredited
Zimbabwe dollar with a foreign cur-
rency such as the U.S. dollar.
 —Farai Mutsaka

contributed to this article.
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Denmark slips into recession

German banknote printer stops deliveries to Zimbabwe

destroyed about 52 billion Swiss
francs in UBS’s market value.

Much of the concern about the
bank’s near-term prospects stems
from the U.S. Justice Department’s
investigation into allegations that
UBS provided wealthy clients with
advice on avoiding U.S. taxes. In re-
cent days, the U.S. legal problems
have turned more serious than UBS
officials had previously thought, ac-
cording to a person familiar with
the situation.

The Justice Department probe
could lead to criminal indictments
against UBS bankers or even the
bank itself if the bank doesn’t com-
ply with civil court orders.

On Monday, the Justice Depart-
ment asked a federal court in Miami
to order UBS to turn over confidential
data on wealthy American clients.

A judge could order the release
of names within days. UBS had
hoped that it might settle the case, a
person familiar with the matter
said.

European regulators could also
seek the names of UBS clients who
may have avoided taxes, said Stefan-
Michael Stalmann, an analyst at
Dresdner Kleinwort. And last week,
Massachusetts regulators filed a
civil claim of fraud against UBS as
part of a probe into the auction-rate
securities market.

Mr. Kurer, the firm’s top in-
house counsel who was named chair-
man in April, declined to discuss the
U.S. investigations in an interview
Tuesday. He said he is prepared to
work through the problems. “I take

these issues, I look at them, then we
define a solution,” Mr. Kurer said. “I
think we take a very systematic ap-
proach.”

UBS ran into trouble as the
credit crisis hit because it was
among the most aggressive in trad-
ing and selling complex securities
underpinned by risky subprime
mortgage loans in recent years. UBS
has needed to raise 28 billion Swiss
francs to shore up its capital. Even
UBS’s haven—its private bank, cater-
ing to some of the world’s wealthi-

est people—is now in trouble. Taken
all together, the problems reflect a
lack of risk controls at the bank, in-
vestors worry.

Investors had expected UBS on
Tuesday to increase its losses from
securities tied to risky mortgages,
in the range of 5.5 billion Swiss
francs. But UBS didn’t provide new
information, leaving investors con-
cerned they may not get an update
until Aug. 12, when the bank reports
second-quarter results.

“You have the lingering fear for
the next six weeks,” said Mr. Stal-
mann. “I don’t know why they
would not do themselves the favor
of getting this out.”

Investors are waiting to see if
Mr. Kurer will sell units, such as
UBS’s investment bank, which is at
the root of many of the bank’s prob-
lems. Other asset sales are also pos-
sible, analysts say, though there are
few buyers in the market. The bank
is expected to update investors on
its strategic review no later than its
Oct. 2 shareholder meeting.

Mr. Kurer said UBS’s board
changes include the departure of di-
rectors Stephan Haeringer, Rolf
Meyer, Peter Spuhler and Lawrence
Weinbach at the shareholder meet-
ing.

One of Mr. Kurer’s biggest over-
sight changes was eliminating a gov-
ernance unit called the chairman’s
office, which had been headed by
his predecessor, Marcel Ospel, who
was ousted in April.

Investors such as Olivant Advis-
ers Ltd., headed by former UBS exec-
utive Luqman Arnold, have criti-
cized the close relationship be-
tween the board and management.
On Tuesday, Olivant said in a state-
ment that it supported the changes.

The move potentially will mean
directors will have a better grasp of
the inner workings of the bank be-
cause, in the past, the chairman’s of-
fice had been an intermediary be-
tween the board and executives, Mr.
Kurer said.

“I also wanted to give an exam-
ple for the rest of the company that
we should keep things simple, re-
duce complexity, reduce bureau-
cracy,” Mr. Kurer said.
 —Evan Perez

contributed to this article.
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European regulators
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UBS clients who may
have avoided taxes.
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same direction as Spain and Italy,
which are both contracting at alarm-
ing rates,” said Jacques Cailloux, an
economist at Royal Bank of Scotland.

Outside the euro zone, U.K. pur-
chasing managers stunned financial
markets, undermining the pound’s
latest run at the $2 marker.

The U.K. manufacturing PMI
measure plummeted to 45.8 in June
from 49.5 in May, showing an accel-
erated deterioration in business con-
ditions.

“The news just goes on getting
worse for the U.K. economy,” said
Michael Saunders, an economist at
Citigroup. “Today has brought an-
other sharp fall in house prices plus
signs that—even with the stimulus
from the low pound—manufacturing
activity is heading into recession.”

The Nationwide Building Society
reported its closely watched house-
price index fell for the eighth
straight month. Prices in June were
6.3% lower than a year earlier—the
biggest annual decline since 1992.

A housing slump also contrib-
uted to Denmark’s slide into two-
consecutive quarters of contraction

from the previous quarter, a widely
accepted definition of a technical re-
cession.

Danish first-quarter gross do-
mestic product fell a seasonally ad-
justed 0.6% on a quarterly basis af-
ter the economy in the fourth quar-
ter contracted 0.2%, data from Den-
mark’s national statistics agency
showed.

The Irish and Portuguese econo-
mies both contracted in the first
quarter and are threatened with an-
other in the second quarter. Italy
narrowly averted a second consecu-
tive GDP contraction in the first
quarter, but faces another test in the
second quarter. Spain, while still in
positive territory, also is seen at risk
as business activity plummets.

The PMI surveys showed Italian
manufacturing activity in June re-
corded a sharper than expected
drop to 46.9 from 48.0, the lowest
level since December 2001 and be-
low market forecasts of 47.5.

In Spain, manufacturing activity
as graded by purchasing managers
sank to its lowest level since records
began in 1998, falling to 40.6 in June
from 43.8 a month earlier.

Continued from first page
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By Kate Linebaugh

And Matthew Dolan

DETROIT—The U.S. auto market
shrank at a precipitous rate in June,
in part because the industry couldn’t
produce small cars fast enough to
meet demand.

Rapidly rising gasoline prices, a
weak economy and a soft housing

market combined to produce one of
the weakest results in years for the
month, normally a strong one.

General Motors Corp.’s sales
came in stronger than expected,
helped by a blow-out sale that
boosted numbers in the final days of

June. The sale included offers of 0%
financing for as long as 72 months
and rebates of as much as
$7,000—the kind of big incentives
that are known to eat away profits
and that GM has been trying to get
away from. Without the incentives,
GM was at risk of being passed by
Toyota Motor Corp. In trading on
the New York Stock Exchange, GM
shares rose 2.9% to $11.83.

But anyone who thinks GM “has
regained momentum,” as GM
claimed in its conference call, is
badly mistaken. Past history shows
that with big incentives, sales go up–
temporarily. At some point, the com-
pany will have to stop the incentives,
and sales will drop like a stone.

GM reported June vehicle sales of
265,937 cars and light trucks, down
18.5% from a year earlier. Ford Mo-
tor Co.’s sales dropped 28% to
167,090 vehicles for the company’s
worst June since at least 1990, ac-
cording to Autodata Corp. Toyota
sold 193,234 vehicles, down 21%, an
astounding drop for a company that
has been consistently outperform-
ing its Detroit-based rivals.

“We think it’s going to persist for

many months to come, maybe even
longer,” Jim Farley, Ford group vice
president for marketing and commu-
nications, said of the sales slump on
a conference call. “The inventory
level for everyone’s passenger cars
is really kind of an artificial barrier.”

Bucking the trend, Honda Motor
Co. said its June sales rose 1.1% to
142,539 from a year earlier. Sales of
its fuel-efficient Fit doubled.

High gasoline prices kept many
consumers away from big pur-
chases, particularly sport-utility ve-
hicles and trucks, and will likely
weigh on sales for the rest of year,
executives of the auto makers said.
Ford said it estimates the industry
is on track to sell 14 million cars in
2008, a big drop from the 16.1 mil-
lion sold in 2007.

A total for June sales was unavail-
able because some auto makers
were still to report. Analysts fore-
cast the month’s seasonally ad-
justed annualized sales pace was
about 13.5 million vehicles.

The sales figures underscore a ma-
jor shift: American consumers long
enamored of trucks and SUVs are now
looking for fuel-efficient cars. Sales of

Ford’s SUVs fell 55%, and its formerly
top-selling truck line dropped 38%.
Toyota sold one-third fewer pickup
trucks than it did a year ago.

This is a blow to U.S. domestic auto
producers whose businesses have
been heavily reliant on larger vehicles.
All of Detroit’s Big Three are scram-
bling to change their production lines
by closing truck factories and increas-
ing small-car production capacity.

Production constraints are slow-
ing sales of Ford’s Focus, a small fuel-
efficient car, for which retail sales
doubled in May. In June, retail sales
of the Focus rose only 9% because of
limited availability of stock.

Demand for vehicles with hybrid
engines was high, but companies
were unable to produce hybrid cars
fast enough to sate the market. Toy-
ota, for instance, is only able to sup-
ply the U.S. market with 175,000
Prius hybrid vehicles. In the first half
of the year, the company sold 91,440,
more than half the annual allocation,
though Prius sales in June fell 26%.

At the Fox Toyota in Rochester
Hills, Mich., general sales manager
Chad Ratliff said he has no stock of
Yaris, Corolla or any of the Toyota hy-
brids. “Honestly, the trend is we
don’t have any cars,” Mr. Yaris said.
“It’s been a bit of a nightmare.”

U.S. auto slump deepens
Firms unable to meet
small-car demand;
GM beats forecasts

An unsold 2008 Camry
and SUVs at a Toyota
dealership near Denver.

LEADING THE NEWS

Cash woes
CEO Rick Wagoner faces one of his
biggest challenges yet at GM ......... 6
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W
HAT do you do if
you are stuck at a
pop festival but

there is trouble ahead be-
cause your mobile phone’s
battery is about to run out?

Thanks to a new gizmo,
you now just need to face
the music and dance. Mo-
bile-phone operator Orange
teamed up with GotWind, a
company specializing in re-

newable energy, to produce a recharger powered by
dance energy alone. Orange said the prototype
chargers weigh the same as a phone. Attached to
the user’s arm, they employ a system of weights
and magnets that provide an electric current to
charge a storage battery. This can then be used to
recharge the phone. —Reuters
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By Tomio Geron

M ILLIONS of people play
games against one another
on social-networking sites,

but the enthusiasm isn’t translating
into revenue for many game devel-
opers.

It is causing some companies to
rethink their business models and
find a better way to capitalize on the
Internet gaming phenomenon.

Bunchball Inc., for instance,
pulled the plug on its effort to pro-
vide flash-based games such as
chess and Sudoku directly to users
of social-networking sites. Despite
being a trailblazer in this area, it
struggled to generate meaningful
revenue through advertising and li-
censing deals with Web sites, so
now it is focusing on a bigger oppor-
tunity of selling its gaming technol-
ogy to large corporations. Many of
these companies are looking for
ways to draw and retain big audi-
ences on their Web sites for longer
periods.

“I’m glad we’re out of [the social
networking] business,” said Rajat
Paharia, chief executive of Bunch-
ball, which has raised $6 million
from Granite Ventures and Adobe
Ventures. “I’m really skeptical
about the ability to build a giant, sus-
tainable, profitable company on
those networks.”

In its new incarnation, Bunchball
recently worked on NBC Universal’s
“Dunder Mifflin” Web site for the
television show “The Office.” Bunch-
ball’s service gives people virtual
currency each time they perform a
virtual office task or contribute con-
tent by writing or uploading a video.

Users can “level up” to mock jobs
such as “regional manager” in com-
petitions with others. Other clients
include the Indianapolis Colts foot-
ball team, ABC television and the
Lifetime television network. The
company offers its corporate clients
licensing, a revenue share of digital
goods or advertising, or a combina-
tion of both.

Bunchball’s service is part of a
broader shift by companies to make
gaming and gamelike features—so-
called funware—a more popular
part of everyday Web surfing. It is
also providing start-ups and inves-
tors with new opportunities in
broader areas such as Web analyt-
ics, gaming and social networking.

Bunchball has raised $6 million
in two venture rounds, including a
$4 million Series B round in Janu-
ary, from Granite Ventures and
Adobe Ventures. Games built specifi-

cally for social networks, rather
than ported over from a console or
typical PC game, are still a hot area
for investment. However, like social
networks themselves, monetizing
these games through advertising
hasn’t been proven.

Incredible start-up competition,

a fickle user base and increasing in-
terest from gaming giants such as
Electronic Arts Inc. made social
gaming imposing to Mr. Paharia,
who believes his company’s service
provides the benefits of gaming me-
chanics without having to create
any actual games.

Naval Ravikant, partner at invest-
ing group Hit Forge and an angel in-
vestor, speaking at a recent gaming
conference, said he was leery of so-
cial games because they are hit-
driven businesses, arguing that

even the most successful social gam-
ing platforms developed by venture-
backed start-ups Social Gaming Net-
work Inc. and Zynga Game Network
have only had one or two huge hits.

Still, gaming is increasingly pop-
ular and is affecting the way compa-
nies do business online in many

ways. A new generation of younger
Internet surfers—the “millennial
generation”—increasingly views ev-
eryday interactions with friends in a
gaming context, whether through
social networks like Facebook, Mi-
crosoft Corp.’s Xbox or multiplayer
online games like World of War-
craft, according to Gabe Zicher-
mann, chief executive of New York
start-up ChroniQL Inc., doing busi-
ness as rmbr.

“It’s the first time people have
grown up with gaming as the pri-

mary media they like to consume,”
said Mr. Zichermann, who has been
credited with coining the “funware”
term.

Game-play features, such as high
scores, status rankings, levels and
badges to display accomplishments,
have become standard features of

social games. One such application,
Serious Business Inc.’s Friends for
Sale, allows people to virtually buy
their friends as well as pets. It is the
fifth-most-popular application on
Facebook, with more than 700,000
daily active users.

These same features—points,
rankings and high scores—are ap-
pearing on more useful Web sites as
well. The features draw users back
and can make repetitive tasks fun.

For example, Mr. Zichermann’s
company rmbr provides a photo-
sharing service with a tagging pro-
cess that works like a game. Instead
of writing tags to categorize the pho-
tos, people click on smiley-face
icons that represent labels such as
“cool,” “sexy” or “funny.” In effect,
rmbr is using gamelike features to
get people to do tasks that they
might not otherwise do—become a
part of the community and contrib-
ute to the site.

It has become easier, and more
expected from users, for Web 2.0
companies to incorporate these
new gaming qualities, whether
through a third-party service like
Bunchball or by integrating them
into their own Web site.

Other Web 2.0 companies have
risen to popularity based on similar
ideas. Yelp Inc. has become popular
for user-generated reviews in part
because people try to write a large
number of reviews each year to get
the annual “Elite” status badge on
their profiles. Yelp reviews also gar-

ner gamelike points
from readers who rate
them as “funny,” “use-
ful” or “cool.” Yelp is
one of many Web 2.0
start-ups that have
grown through commu-
nity and user-generated
content that has taken
on the competition and
status symbols of gam-
ing.

In another more exper-
imental example, MSNBC.

com hired Ottawa interactive mar-
keting agency Fuel Industries Inc.
to enhance its Web site. Fuel Indus-
tries creates Web sites, online
games and other interactive envi-
ronments to promote large brands
such as Nokia Corp., Jeep and Wm.
Wrigley Jr. Co.’s Hubba Bubba gum.

Use energy from dancing
to charge phone battery

7
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Q
. BECAUSE of problems
I had with my com-
puter, I lost my Inter-
net Explorer favorites.

How can I save them so I can
easily restore them if they
get wiped out again?

A. There are several meth-
ods. You should be backing
up all your key data either to
a local external disk, or to an

online backup service. You also could use one of sev-
eral Web sites that specialize in hosting, and shar-
ing, bookmarks or favorites. The best known of
these sites is probably del.icio.us, which is at
http://del.icio.us. The simplest method, however, is
probably to just export your favorites to a file and
save it in your Documents folder, on your desktop,
or on a USB thumb drive. —Walter S. Mossberg

iStockphoto

Start-ups try new play for gaming revenue
‘Funware’ draws in
younger Web surfers
to firms’ online sites

A
ROUND 90% of
emails are spam.
Businesses spend

big money to block all but
a handful of these mes-
sages. But what would life
be like without a spam fil-
ter? Tracy Mooney spent
a month finding out. She
volunteered for a spam
experiment with technol-

ogy-security company MacAfee, which gave her a Dell
laptop, an unprotected email account and instructions
to click on popups ads and fill out forms. Ms. Mooney
estimates she got about 500 spam emails a day.

How to save your favorites
in using Internet Explorer

7
MOSSBERG’S MAILBOX

Game-play features such as high scores and status rankings have become standard on
social games. Friends for Sale is the fifth-most-popular application on Facebook.
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WSJ.com subscribers can read more about Tracy
Mooney’s month without a spam filter in BizTech,
at WSJ.com/BizTech.

One woman’s month
without spam filters

WSJ.com
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G
ROUPE DANONE SA
has filed an appeal
against a Chinese arbi-

tration commission’s ruling
that found in favor of its
Chinese joint-venture part-
ner, Hangzhou Wahaha
Group Co., in a dispute
over the ownership of a
trademark.

The Wahaha trademark
was part of a 1996 joint-ven-

ture agreement between the French dairy maker
and Wahaha.

According to Danone’s appeal application, the
commission erred in ruling in December that the
transfer of the trademark from Wahaha to the joint
venture had been terminated. Wahaha spokesman
Shan Qining declined to comment.  —Michelle Ng

A
BOUT 4,500 employees
of Deutsche Lufthansa
AG walked off the job

for several hours early Tues-
day in an effort to win more
pay, disrupting flights across
Germany, union organizers
said. Lufthansa said that by
midday it had been forced to
cancel 44 domestic flights,
while dozens of others were
delayed. The strike mainly in-
volved ground personnel at

Frankfurt Airport, but employees in Munich, Stuttgart
and Cologne also walked off their jobs for a much as
four hours. The union is seeking a 9.8% pay raise for
Lufthansa’s roughly 60,000 ground and cabin person-
nel. The airline has offered a total of 5.5% in graded
increases over the year. —Associated Press

Lufthansa workers strike
in bid to land pay raises

Flight cuts hit early-bird planners
Those who booked
air travel in advance
get left up in the air

Groupe Danone appeals
Chinese arbitration ruling

D
EUTSCHE POST
AG said it will
get more than

Œ1 billion ($1.57 billion)
back after a European
Union court ruled that
regulators were wrong
to make it return a Ger-
man-government sub-
sidy. The European

Court of First Instance, the EU’s second-highest legal
authority, backed the German delivery company’s chal-
lenge to a European Commission decision that fined
Deutsche Post Œ572 million in 2002. The court said
the EU’s antitrust authority hadn’t proved its case that
Deutsche Post misused public funds—intended to pay
for the country’s postal service—to unfairly undercut
private-sector rivals on door-to-door parcel-delivery
services from 1994 to 1998.  —Associated Press

By Matt Phillips

A IR TRAVELERS who have
booked trips this fall might
want to check to see if their

flights are still scheduled.
As airlines cut back, some people

who followed the travel industry’s
advice to book their tickets in ad-
vance—from honeymooners to fam-
ily vacationers—are finding them-
selves with seats on flights that no
longer exist.

Carriers say they are doing the
best they can to notify customers of
disruptions and accommodate
changes. But some travelers say the
options presented by the airlines
can be inconvenient, requiring them
to use more vacation days, pay for
longer—or additional—hotel stays
or shave time off the start or end of
their trip.

Even ostensibly tiny changes,
such as later-than-planned depar-
ture times, could result in missed
connections, tacking hours onto
trips and adding to costs. And good
luck getting your airline to pay for
those expenses.

“If you have an itinerary beyond
Labor Day, go online and make sure
that flight is still there,” even if you
haven’t been contacted by your car-
rier, says Terry Trippler, who
watches air travel closely as the
owner of travel Web site trippler-
travel.com.

Since schedule changes are
largely set to take effect this fall, the
changes are most likely to affect peo-
ple who have planned ahead. This
year, domestic travelers bought
their tickets for summer travel an av-
erage of eight weeks before their de-
parture date, according to statistics
provided by Web site Travelocity.
But some travelers, such as those
planning a wedding or honeymoon,
plan much further in advance.

Milton Yang, a 27-year-old soft-
ware engineer in Reston, Va., saw
plans for his October honeymoon in
South America thrown into disarray
when Delta Air Lines Inc. moved his

scheduled flight from Atlanta to
Quito, Ecuador, back by one day.

After he was unable to find a solu-
tion by talking with customer-ser-
vice representatives on the phone,
Mr. Yang recently sent a complaint
letter to Delta. He hopes it prompts
the airline to offer a more conve-
nient flight. “Right now all of our
eggs are in the one basket of them
helping us out,” he said.

Another honeymooner, 30-year-
old business-development manager
Kimberly Kelly, had to cancel her
September plans to honeymoon in
St. Lucia after learning the first leg
of her trip, an American Airlines
flight from Newark, N.J., to San
Juan, Puerto Rico, would be can-
celed in early September. After book-
ing the flight in the spring, online
travel-booking service Expedia noti-
fied Ms. Kelly around Memorial Day
that her itinerary had changed.

Expedia told her that her flight
would now leave from Miami, rather
than Newark. “We were supposed to
somehow get ourselves to Miami,”
said Ms. Kelly, who lives in Mont-
clair, N.J. She ultimately canceled
the flight and received a refund.

For his part, Salt Lake City resi-

dent Matthew Hanson hopes he can
get Delta to reconsider the change it
made to his November return trip
home from Tampa, Fla. The 36-year-
old software engineer had origi-
nally booked his family on nonstop
flights to visit his parents in Tampa.
But now, the flight from Tampa con-
nects through Cincinnati, where he
and his wife will have to haul their
two children, ages eight months and
3µ years, onto a connection.

Mr. Hanson says he discovered
the new schedule only after check-
ing his itinerary online, and as of
Tuesday, had yet to hear anything
from Delta about the flight change.
“The lack of the nonstop definitely
is the killer,” Mr. Hanson said. “Espe-
cially when you originally bought
the nonstop.”

Delta says it has begun contact-
ing customers, but not all have been
reached. Delta spokeswoman Betsy
Talton says the airline makes every
effort to contact customers whose
flights have been canceled and work
with them to accommodate them on
other flights.

Airlines won’t say how many pas-
sengers are affected by the cascade
of cutbacks announced in recent

weeks. Many of those reductions in
flights won’t take effect until the
fourth quarter, after the peak sum-
mer travel season.

With surging crude costs push-
ing jet-fuel prices higher, airlines
say they have little choice but to cut
routes and schedules. That comes
on top of recent measures such as
charging passengers a fee for the
first checked bag and eliminating
free in-flight beverages and snacks.

Chicago-area travel agent
Joanne Gardner has seen an in-
crease in disruptions of her clients’
bookings because of schedule cut-
backs. “We’re seeing more of these
major ones than we’ve ever seen be-
fore,” she said.

Airlines have chosen to cut
flights after the peak season in part
to reduce the impact on travelers
and give them time to make alter-
nate arrangements. “It’s going to be
very, very few customers who are go-
ing to be affected,” said Tim Wagner,
a spokesman for AMR Corp.’s Ameri-
can Airlines. American’s first round
of recently announced flight cuts—
which includes flights from Boston
to San Diego and Chicago to Buenos
Aires—goes into effect Sept. 3.

Delta is cutting 13% of its domes-
tic capacity in the second half of
2008, and Northwest Airlines Corp.
intends to cut its mainline capacity—
core operations that exclude re-
gional flights—by as much as 9.5%
in the fourth quarter. UAL Corp.’s
United Airlines, US Airways Group
Inc. and Continental Airlines Inc.
will cut mainline capacity by as
much as 14%, 8% and 11% in the
fourth quarter, respectively.

Consumers have limited lever-
age with carriers when it comes to
schedule changes. As long as the air-
line is willing to provide a refund,
“there’s no requirement that [the
airline] get them on the next flight
or a specific flight,” said Bill Mosley,
a spokesman for the Department of
Transportation.

“It’s a take-it-or-leave-it-or-
we’ll-give-you-your-money-back sit-
uation,” Mr. Trippler says.

Some, like Ms. Kelly, say they
won’t let pared-down schedules
keep them from flying. She remains
set on a Caribbean honeymoon. “We
are looking to rebook and make it
happen,” she said.

7
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United Airlines employees work behind a check-in counter at O’Hare International
Airport in Chicago. Parent UAL plans to slash its work force and domestic fleet.

7
POSTAL SERVICE

CORPORATE NEWS

Re
ut
er
s

By Nicolas Parasie

PARIS—BNP Paribas SA said it
will reshuffle its top management,
in a move to strengthen the bank’s
ability to absorb shocks such as
the credit crisis. The reshuffle bol-
sters BNP’s retail-banking arm,
which generates more than half of
its revenue.

France’s largest bank by market
value promoted Jean-Laurent
Bonnafé to be one of BNP’s two
chief operating officers. Mr.
Bonnafé will work with Georges
Chodron de Courcel, who was al-
ready in the position.

Insiders see Mr. Bonnafé’s pro-
motion as a sign that the 46-year-
old is being groomed to eventually
take the top job at BNP.

Mr. Bonnafé, a graduate of École
Polytechnique, France’s presti-
gious state-supported engineering
school, led the integration of Banca
Nazionale del Lavoro, which BNP ac-
quired in 2006 for Œ9 billion
($14.17 billion). He joined BNP in
1994 as an investment banker and
played a role in the merger process
between BNP and Paribas in 2000.

Mr. Bonnafé will head the bank’s
retail arm, with a brief to boost
cross-selling across different units,
and will work alongside the head of
the retail unit, Pierre Mariani. The
move underlines the growing im-
portance of the retail business as a
stable revenue source. BNP has
added two business lines to its in-
vestment-and-corporate bank at
the group level, bringing the total
number to five.

Jean Clamon, who was previ-
ously chief operating officer along-
side Mr. Chodron de Courcel, will
now become managing director, re-
sponsible for the coordination of
BNP’s internal-control unit.

Chief Executive Baudouin Prot
said the aim of the changes is to
“adapt the group’s organization to
the current trends of its businesses,
and at the same time confirm the in-
dependence of the group’s control
mechanisms and improve their coor-
dination.”
 —Vivek Ahuja in London

contributed to this article.

BNP reshuffles
top management,
emphasizes retail

EU court ruling to give
Deutsche Post big refund
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H
AD PowerPoint been
around 150 years ago, Tho-
reau might have warned

us to beware not only of enter-
prises that require new clothes,
but also of those that require
new paradigms.

A book from 2006, “The Long
Tail,” was one of those that ap-
pear periodically and demand that
we rethink everything we pre-
sume to know about how society
works. In this case, the Web and
its nearly unlimited choices were
said to be remaking the economy
and culture. Now, a new Harvard
Business Review article pushes
back, and says any change occur-
ring may be of an entirely differ-
ent sort.

The Long Tail theory, as ex-
plained by its creator, Wired mag-
azine editor Chris Ander-
son, holds that society is
“increasingly shifting
away from a focus on a
relatively small number
of ‘hits’ (mainstream
products and markets)
at the head of the de-
mand curve and toward
a huge number of
niches in the tail.”

The reason involves
the abundance of easy choice
that the Web makes possible. A
record store has room for only a
set number of titles. ITunes,
though, can link to all of the mil-
lions of songs that its servers
can store. Thus, said Mr. Ander-
son, “narrowly-targeted goods
and services can be as economi-
cally attractive as mainstream
fare.” Managers were urged to
adopt their business plans accord-
ingly.

Since appearing two years
ago, the book has been some-
thing of a sacred text in Silicon
Valley. Business plans that fore-
saw only modest commercial
prospects for their products
could now cite the Long Tail to
justify themselves, since the book
had proved that the Web allows a
market for items besides super-
hits. If you demurred, you were
met with a look of pity and con-
tempt, as though you had just ad-
mitted to still using a Kaypro.

T
HAT MIGHT now start to
change, thanks to the Har-
vard Business Review arti-

cle (online at tinyurl.
com/3rg5gp), by Anita Elberse, a
marketing professor at the busi-
ness school who takes the same
statistically rigorous approach to
entertainment and cultural indus-
tries that sabermetricians do to
baseball.

Prof. Elberse looked at data
for online video rentals and song
purchases, and discovered that
the patterns by which people
shop online are essentially the
same as the ones from offline.
Not only do hits and blockbusters
remain every bit as important on-
line, but the evidence suggests
that the Web is actually causing
the role of hits to grow, not
shrink.

Ms. Elberse suggested that
business should continue to em-
phasize best sellers. “A few win-
ners will go a long way—proba-
bly even further than before,”
she wrote.

Mr. Anderson responded on his

Long Tail blog, thelongtail.com,
saying much of the difference be-
tween his analysis and hers in-
volved how hits and nonhits, or
“head” and “tail” in the book’s
lingo, are measured. Aside from
that, he was generous in praising
the article, and said he welcomed
the sort of rigorous scrutiny the
theory was getting.

In addition to her data crunch-
ing, Prof. Elberse reminded read-
ers of substantial bodies of qualita-
tive social research that suggest
“The Long Tail” may have been
wrong in its description of what
makes consumers tick. The book
implies that readers and movie
viewers are eager to cast off the
shackles imposed by physical in-
ventory so they can choose among
the thousands or millions of titles

in the Long Tail.
But Prof. Elberse de-

scribes research show-
ing that even in our cul-
tural consumption we
tend to be intensely so-
cial folks. We like experi-
encing the same things
that other people are expe-
riencing—and the mere
fact that other people are
experiencing and liking

something makes us like it even
more. Far from being cultural indi-
vidualists, most of us are only too
happy to have others suggest to us
what we’d like.

F
AITHFUL readers of this col-
umn might recall its own
skepticism about the idea

when the book first hit the stores.
In retrospect, “The Long Tail”
seems to have followed the tem-
plate of many Wired articles: take
a partly true, modestly interest-
ing, tech-friendly idea and puff it
up to Second Coming status.

Some of the reasons for the
popularity of the Long Tail idea
were as interesting as the idea it-
self. For one, it flattered its read-
ers, many of whom were in the
tech industry, by suggesting (yet
again) that the Internet was chang-
ing everything. What’s more, since
many in the tech elite have a con-
temptuous view of traditional cul-
tural gatekeepers like record la-
bels and movie studios, they were
predisposed to appreciate any-
thing that predicted an erosion of
those institutions’ cultural power.

Bloggers had a special role in
talking up the theory, which is no
wonder considering how it held
out the promise that even the
most obscure among them could
win a robust audience. The sad
truth is that the blogosphere is as
hit-driven as the rest of the world,
with a tiny percentage of blogs get-
ting a huge chunk of the traffic,
and with many blogs simply going
unread.

The Web is clearly changing cul-
tural consumption patterns, but
those changes don’t seem to in-
volve the sort of drastic flattening
of demand curves predicted by the
Long Tail. While whole new cul-
tural categories—YouTube videos,
for example—are indeed emerg-
ing, they seem to quickly settle
into the same winner-take-all dy-
namic experienced in the pre-Goo-
gle age. Don’t toss out those old
paradigms just yet.

Email to Lee.Gomes@wsj.com.
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to put his Real Estate as col lateral or
option terms financed by Major Final
institutions or World bank Internationally.

Call United Capital U.S.A
510 673 9212 or 510 676 7124
Shyamchetal@yahoo.com

FLORIDAWESTCOAST
Fort Myers / Bonita Springs
TWOFULLY EQUIPPED

5,300 SFRESTAURANTS
LIKE NEW & READY TO OPEN!

I-75 PRIME INTERSTATE CORNERS
239.481.3800

Al.Molin@CBRE.com

OCEANFRONT LAND
North Hutchinson Island, Florida

2.15 ac (317ft Ocean x 294ft)
South of Vero Beach, 3 buildable

Lots. Appraised $4.2 Mill
Will sacrifice at $3.1 Mill.

Fabian Garcia-Diaz 305-785-8013

Seeking interested developers
for public/private venture
in So Lake Tahoe, CA.

More info at
www.cityofslt.us/redevelopment.html

or epalazzo@cityofslt.us
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InBev presses Anheuser
Belgian brewer seeks
a ‘friendly’ merger,
hints at hostile move

By Janet Adamy

A backlash is brewing against Star-
bucks Corp. over its Pike Place Roast
coffee, which has perked up the com-
pany’s sales by attracting new busi-
ness, but has alienated a small yet vo-
cal group of longtime patrons.

In April, the Seattle-based chain
made the new, milder brew the main
drip coffee at its about 11,000 loca-
tions across the country. The idea was
to offer a more approachable cup of
java with a smoother finish.

But the new strategy, which
played down the company’s more-es-
tablished robust roasts, has touched
off a debate about what customers
think Starbucks should stand for: bold
coffee for connoisseurs or a tamer
brew for the masses?

Much of that debate is taking place
on the company’s customer-feedback
Web site, which the chain launched in
March.Thesiteislitteredwiththumbs-
down verdicts on the new roast. Some
small competitors have posted mes-
sages there trying to woo away disen-
chanted Starbucks drinkers.

A customer with the handle West-
end complained in a posting on the
site that the flavor of Pike Place Roast
is “weak, watery and no substitute for
the bold.” Another, ArtM, called the
coffee “a fundamental, grievous er-
ror.” Beccajav derided its finish as
“reminiscent of a taste from the den-
tist’s office.”

But Starbucks executives say the
chain’s aggressive marketing of Pike
Place Roast has been a success. Since
its introduction, Starbucks’s sales of
drip coffee have risen by between 5%
and 15%, depending on the part of the
country, the company says.

“Our satisfaction metrics are up
across the board,” says Rob Grady,
Starbucks’s vice president, global bev-
erage. Most of the sales increase in
drip coffee has come from new cus-
tomers “that historically might have
not come into Starbucks,” he adds.

Starbucks used to brew three
types of coffee each day: one bold, one
mild and one decaffeinated. The
lineup changed weekly.

Now Starbucks outlets serve Pike
Place Roast in regular and decaf ver-
sions every day. In the morning,
stores also brew one of the chain’s six
bold flavors, like Gold Coast or Caffe
Verona. But most Starbucks no longer
brew a bold coffee after noon.

The new coffee has clearly struck a
chord with some coffee drinkers. But
other Starbucks patrons complain
thatithasgottenhardtobuythestron-
ger-tastingblendsonwhichStarbucks
builtitsreputation.Twoweeksago,af-
ter getting thousands of pleas on its
Web site, Starbucks again started
brewing bold-flavored coffee in the af-
ternoon at some of its locations.

Since New Coke flopped in the
1980s, food and beverage companies
have been cautious about changing
the taste or formula of their signature
offerings. McDonald’s Corp., for in-
stance, has kept quiet about the
changes in its cooking oil and Big Mac
sauce in recent years, in part to mini-
mize the potential for a backlash.

“The worst thing you can do is
turn away your loyal customers,” says
Ron Paul, president of the food con-
sulting firm Technomic Inc. “It’s a
very risky strategy.”

For Starbucks, however, the con-
troversy has succeeded in creating a
buzz around the chain’s brewed cof-
fees after years in which it largely ne-
glected them in favor of its fancier
and pricier coffee-flavored drinks.

Starbucks’s Mr. Grady adds that

the chain’s customers who want a
stronger blend of coffee can always
ask the barista behind the counter to
brew them a cup specially. But some
regulars say strong coffee shouldn’t
require a special order at a chain that
popularized it. And some customers
who say they have asked a barista to
make them a cup of bold coffee say
they have been refused.

Pike Place Roast, named for the
first Starbucks, located in Seattle’s
Pike Place Market, has been widely in-
terpreted as the company’s attempt
to address complaints that its coffee
tastes bitter or burnt. But its execu-
tives say that wasn’t their goal.

Customers were confused by the
frequently changing blends available
at the company’s outlets and wanted
something more consistent, says An-
thony Carroll, Starbucks manager of
green-coffee quality. Surveys of 1,500
consumers also showed they wanted
coffee with a smoother finish, he says.

With Chief Executive Howard
Schultz pushing for quick action to re-
verse the company’s sliding same-
store sales in the U.S., Starbucks devel-
oped Pike Place Roast and put it in the
company’s stores in six months. That
is about a year less than it typically
takes the chain to refine and imple-
ment major new ideas.

Last fall, Mr. Carroll and his col-
leagues“lockedourselves”in atasting
room at Starbucks headquarters and
went through at least 50 coffee blends
to settle on the new flavor, Mr. Carroll
says.Theyadjustedthetastebychang-
ing variables like the temperature at
which the beans were roasted.

“We know what the Starbucks pro-
file is—it’s very near and dear to all of
us—and we weren’t going to waver
from that signature Starbucks flavor,”
Mr. Carroll says. He and his team nar-
rowed the field to a group of blends
that Mr. Schultz tasted to help make
the final choice. Earlier this year, Star-
bucks tested the coffee with consum-
ers, mostly in the Seattle area.

The new blend won Starbucks a
more favorable review from Con-
sumer Reports than the magazine’s
2007 assessment, which declared
Starbucks coffee “burnt and bitter.”

“If you’re a confirmed Starbucks
drinker and like the taste you’re famil-
iar with, this may not be for you,” the
magazine wrote in a May posting on
its Web site. “But if you’re looking for
coffee with a mild, medium-roasted
flavor, Pike Place Roast might be the
one to try.”

Jolene Tapie of Rancho Cu-
camonga, Calif., decided the new cof-
fee wasn’t for her. “I just couldn’t be-
lieve that Starbucks would even serve
something that bland, tasteless, wa-
tery,” she says. Ms. Tapie used to visit
Starbucks at least three times a week
onherwayhomefromherjobinahigh-
school records office. But when her
nearby Starbucks replaced the bold
blends she favored with Pike Place
Roast in the afternoon, she started go-
ing to local coffee shops instead.

“I am shocked and disappointed
that you have abandoned your origi-
nal vision,” a poster identified as West-
Palm wrote on mystarbucksidea.com,
the company’s feedback site. “You
need to wake up before it’s too late.”
Thousands of votes of support for his
stance and others like it helped per-
suade the company to restore a bold
coffee variety to the afternoon lineup
at about 900 of its locations.

Mr. Grady says Starbucks antici-
pated complaints. “Every time we
change something … there will be cus-
tomers that liked it the way it was,” he
says.

Starbucks’s java strategy
steams some customers

World Trade Center plans are delayed

By Jessica E. Vascellaro

And Lauren Pollock

Yahoo Inc. cast new doubts on
whether Microsoft Corp.
was ever committed to ac-
quiring it, as the Internet
company defended man-
agement decisions it has
made since rejecting Mi-
crosoft’s unsolicited bid.

In a 32-page investor
presentation designed to
rally shareholder support
for its directors, Yahoo is-
sued some of its harshest
criticism of Microsoft’s
handling of negotiations
between the two compa-
nies. The report accuses Microsoft
of being “unresponsive and incon-
sistent” and sending mixed signals
about the price it was willing to
pay.

Responding to the report, Mi-
crosoft spokesman Frank Shaw

said, “This is simply revisionist his-
tory” and declined to elaborate.

Yahoo in recent weeks has been
trying to restore investor confi-

dence, which has crum-
bled since Microsoft on
May 3 pulled its offer to ac-
quire Yahoo. Now, as inves-
tor Carl Icahn wages a bat-
tle to replace Yahoo’s
board at its Aug. 1 share-
holder meeting, Yahoo is
going on the offensive.

In its presentation, Ya-
hoo, of Sunnyvale, Calif.,
continued to peel back the
curtain on its talks with
the Redmond, Wash., soft-

ware company, listing the dates of
more than 10 meetings between rep-
resentatives from Microsoft and Ya-
hoo since February. The detailed
timeline appears designed to boost
Yahoo’s argument that it was bar-
gaining for a better deal when Mi-
crosoft suddenly pulled out, contra-

dicting the claim of critics who said
the Yahoo board was insincere in
the negotiations.

According to Yahoo’s timeline,
the Internet company sent a pri-
vate letter to Microsoft in late April
saying it was open to a deal—but
not at the original offer price of $31
a share. On May 2, Yahoo said, Mi-
crosoft “orally” said it was willing
to pay as much as $33 a share but
warned Yahoo “not to come back at
$38.” The following day, the compa-
nies met to discuss the price. Yahoo
then proposed $37 a share, but Mi-
crosoft withdrew its proposal
“within hours” after the meeting,
according to the Yahoo timeline.

Citigroup analyst Mark Mah-
aney said the timeline paints Mi-
crosoft’s actions as somewhat “bi-
zarre” at a time when investors
have largely viewed Yahoo as the
company that acted irrationally.

—Robert A. Guth
contributed to this article.

Yahoo boosts critique of Microsoft

By Julie Jargon

In another attempt to court the
“King of Beers,” InBev NV issued a
press release Tuesday offering to
play nice—so long as Anheuser-
Busch Cos. entertains its original
$65-a-share offer.

Anheuser, for now, is sticking to
its rejection of InBev’s unsolicited
bid. A spokesperson for the brewer
said it stands by its announcement
last week that $65 a share, or $46.35
billion, undervalues Anheuser.

“Given the seriousness of our
firm proposal, we were surprised
that we did not hear from An-
heuser Busch’s Board of Directors,
management or advisors prior to
the rejection … Our firm proposal
was rejected in favor of a newly for-
mulated management plan with
significant execution risks,” InBev
Chief Executive Carlos Brito said
in a statement.

The Belgian company ex-
pressed a desire “to enter into a
constructive dialogue to achieve a
friendly combination,” but prom-

ised it would in any event “pursue
all available avenues that would al-
low Anheuser-Busch shareholders
a direct voice.”

This latest volley from InBev,
maker of Stella Artois and Labatt
Blue, places the ball back in Anheus-
er’s court, and industry analysts say
CEO August Busch IV has two
choices: to convince shareholders
that plans announced last week to
cut costs and raise beer prices will
boost earnings, or to sit down with
InBev and negotiate.

“InBev clearly is saying, ‘If we
can get this done at $65, we’ll get it

done,”’ says Morningstar Inc. ana-
lyst Ann Gilpin. “That’s a pretty
strong message to Anheuser-
Busch.” InBev has already shown a
willingness to go hostile. The com-
pany last week filed suit in Dela-
ware seeking to confirm that An-
heuser shareholders can remove all
13 members of Anheuser’s board
without cause.

Several pension funds that hold
small stakes in Anheuser have sued
the company in recent days in an ef-
fort to the force the company to con-
sider the bid.

Anheuser had approached
Grupo Modelo SA, maker of Co-
rona and Modelo, about doing a
deal to thwart InBev, but the talks
don’t appear to have gone any-
where.

Mr. Busch “is in the position of
saying, ‘You’re declaring war, come
get me.’ Or, option two, which is
smarter for all concerned, is to open
communications and sit down and
seriously talk about value. Busch’s
only real defense is to rally his share-
holders around the idea that InBev
is coming to them on the cheap,”
says Tom Pirko, president of bever-
age advisory firm Bevmark.

That might be a tough sell, con-
sidering the $65-a-share offer repre-
sents an 18% premium to the Octo-
ber 2002 closing record high for the
the stock, prior to the InBev bid.

Carl Icahn

CORPORATE NEWS

By Alex Frangos

NEW YORK—The World Trade
Center construction effort was
plunged into uncertainty as the lead
agency involved in its rebuilding said
it will take months to determine the
project’s budget and schedule.

Christopher Ward, executive direc-
tor of the Port Authority of New York
and New Jersey, the agency that owns
the site targeted in the Sept. 11, 2001,
terrorist attacks, called the current
schedule and budget “not realistic,”
and said that several projects on the
site face “significant delays and cost
overruns.” He made the statements in
a letter to New York Gov. David Pater-
son after the governor ordered a re-
view of the project in June.

“The promises of the past do not
seem to be realistic,” Mr. Paterson
said Monday in response to the re-
port. He described the status quo as
“nothing less than unacceptable.”

The report didn’t specify the ex-
tent to which the project is overbud-
get or behind schedule. But people fa-
miliar with the matter said it is
roughly $1 billion to $3 billion over its
$15 billion budget and one to three
years past its scheduled completion
in 2011 to 2013.

The report was a rebuke to the
half-decade-long effort to build office
towers, transportation, stores and a
memorial on the site of the Sept. 11 at-
tacks. Regarding the Port Authority’s
central project, a rail hub unveiled in
January 2004, the letter to Gov. Pater-

son said it is “difficult both to respon-
sibly predict a completion date and to-
tal cost of the hub.” The report said
changes to the transit hub would be
necessary to get that project closer to
its latest $2.5 billion budget.

The National September 11 Memo-
rial and Museum, a foundation in
charge of the memorial, still hopes to
open by its goal of the 10th anniver-
sary of the attacks, Sept. 11, 2011. The
developer of three of the five office
buildings at the site, Larry Silver-
stein, said the problems wouldn’t de-
lay his target to complete his build-
ings by the end of 2012.

The report blamed the problems
on poor coordination among the
more than a dozen public agencies
that own, monitor or regulate the site.

DAILY SHARE PRICE

Anheuser-Busch
On the New York Stock Exchange
Midday Tuesday: $61.58
Change since InBev bid: up 8.7%

Source: WSJ Market Data Group
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June 11: InBev makes 
unsolicited bid to 
acquire Anheuser-Busch 
for $65 per share
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Italy’s Bologna to expand transport links
Builders hope to reap
benefits of overhaul
of freight facility

By Sui-Lee Wee

Bologna, Italy, is embarking on
one of the most ambitious transpor-
tation projects of any major Euro-
pean city since the 1960s.

Movement of passengers and
freight in the region is expected to
get a big boost by the national and lo-
cal governments’ plans to spend Œ22
billion ($34.64 billion) over the next
two decades to build highways, rail-
way lines and freight warehouses.

But what is less clear is the prog-
nosis for the myriad real-estate
projects planned by developers hop-
ing to piggyback on the transporta-
tion upgrades. Developers of ware-
house and distribution space, for ex-
ample, are hoping Bologna becomes
a much more important freight hub.
But for that to happen, developers
are going to have to take market
share away from established rail
centers such as Verona and Modena,
which is no easy feat.

Bologna has seen very little of its
transportation infrastructure up-

graded since the 1960s, hampered
by political instability. But this is
changing with the new federal gov-
ernment, headed by Silvio Berlus-
coni, who has made investing in in-
frastructure one of his top priorities.

The overhaul will include a new
train station with 1.3 million square
feet of shopping, office and hotel
space; an expansion of a sprawling
freight facility; and high-speed pas-
senger trains linking the city to Mi-
lan and Florence. Construction has
started for these projects, which
will cost Œ14.5 billion. They are fully
financed, the bulk of it by state-
owned railway builder RFI, which is
funding them with 100% equity,
says Enrico Levi, project manager of
PromoBologna.

The other 14 local projects have
secured 83.4% of financing, and Mr.
Levi says he is confident of getting
the remaining funds despite the glo-
bal credit crunch.

Bologna’s location—southeast
of Milan, at the confluence of five
major railroads in Italy—has made
it a popular distribution location for
100 international and national logis-
tics companies, including German
railway operator Deutsche Bahn
AG’s Zurich-based transport unit
Schenker and Deutsche Post AG’s
DHL, both of which rent warehouse

space in Bologna.
Officials also are hopeful Bolo-

gna’s growing population will fuel de-
mand for housing. Some 8,000 apart-
ments being built across Bologna are
expected to be completed within 10
years. By the end of 2006, the popula-
tion of Bologna’s province had risen
5.1% over the prior decade to
954,000, according to Scenari Immo-
biliari, an Italian research organiza-
tion specializing in property analysis.

“The amount and diversity of in-
frastructure and real- estate devel-
opment taking part in Bologna is
something the city has not experi-
enced in the last 40 to 50 years,” Mr.
Levi says. Among the local projects
that Bologna plans to overhaul is its
“freight village”—a 21.5-million-
square-foot building that caters to
companies using “intermodal”
freight, which uses a combination of
trains and trucks to carry goods.

Interporto Bologna SpA, which
runs the freight village, plans to
more than double the building’s size.
In addition, it expects to triple the
3.8 million square feet of warehouse
space by 2015, according to Gilberto
Galloni, Interporto’s general direc-
tor. About 70% of the space is owned
by transport firms, while the rest is
rented out, mostly to international
companies, says Mr. Galloni.

Freight traffic rose 11% in 2007
from the previous year to five mil-
lion tons, says Mr. Galloni.

Massimo Bernardi, branch man-
ager for Schenker in Bologna, wel-
comes the planned expansion. “Bolo-
gna is a very important center for lo-
gistics transport and shipping for
the north of Italy. From Bologna, we
can reach all over Europe,” he says.

But Daniela Percoco, head of real
estate at Nomisma, an Italian eco-
nomic-research organization, says
the freight-village expansion could
be a risky endeavor amid competi-
tion from other Italian cities with
freight capabilities, such as Verona
and Modena. Verona also is located
near major railroad lines and han-
dles global freight through the
northern, central and eastern parts
of Europe. And Modena’s freight ter-
minal is located just 30 minutes
away from Bologna.

Interporto Bologna, which runs the freight village in Bologna, expects to triple the
3.8 million square feet of warehouse space by 2015.
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BUSINESS REAL ESTATE
LUXEMBOURG UNITED STATES

INVESTMENT PROPERTIES INVESTMENT PROPERTIES

FOR SALE or LEASE
MONROE COUNTY, AL

HORNADY SAWYER BUILDING

Heavy Industry / 228,000 sq.ft.
17.5 + acres / 6” Floors
18.5’ Ceilings / Sprinklers

All Utilities / New Roof, Paint
Available now for industries in
need of a large workforce.

To view details: www.edpa.org
251-575-7345

bhornady@hotmail.com

allnewprop@aol.com or 954-347-7913

Visit the website below for more info:
http://www.allnewpropertiesinc.com/

bulkinvest.php

BULK DISCOUNTED REAL ESTATE
INVESTMENT PROPERTIES

FLORIDA

For Sale Las Vegas, Nevada USA
Upscale 208-unit apt. complex.

Details at
www.brittnaepinessale.com

Excellent income property
& investment opportunity.

Family owned & operated since built in 1998.
Impeccably maintained.
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R
ICK WAGONER painted a
rosy picture in June 2000

when he became General Motors
Corp.’s chief executive. Global mar-
ket share for GM and its affiliates
could climb to 28% from 25%, he
said. Profit margins would stay
strong. GM would be in the top
quarter of stock-market perform-
ers. “Future opportunities are vir-
tually unlimited,” he declared.

It hasn’t worked out that way.
Instead, Mr. Wagoner has be-
come the Sisyphus of American
industry, perpetually struggling
to fix what may be unfixable.
Some years, he makes progress
cutting costs or perking up the
product line. Then, a new crisis
comes along, leaving GM in
worse shape than before.

Last week, GM’s stock
touched a 53-year low, sinking be-
low the nadirs it hit during the
1973-75 and 1980-82 economic
downturns. Overall, GM’s
stock has tumbled 81%
since Mr. Wagoner took
the auto maker’s helm.
These days, GM’s global
market share is 12.5%.

At most companies in
similar straits, angry
shareholders and direc-
tors would have sacked
the CEO long ago. They
might have found some-
one more promising. Or
they might have played
the scapegoat game, just as peren-
nially losing sports teams keep re-
placing the head coach, regardless
of how many other factors might
be hurting performance.

S
O WHY DOES Mr. Wagoner
still have his job—and is

there anything that could send
him packing? Some unusual fac-
tors have been in play at GM in
recent years, which deserve a
closer look.

GM’s one-of-a-kind characteris-
tics start with its shareholder
base. Activist investors often tar-
get companies with sagging
stocks; they buy up big stakes,
and then ram through manage-
ment changes. But at GM, famous-
name activists have had about as
much impact as a toddler bang-
ing on the hood of a Denali sport-
utility vehicle: some minor dents,
but no destiny-changing results.
Carl Icahn briefly dabbled in GM
stock in 2000. Kirk Kerkorian
owned much more in 2006. Nei-
ther succeeded in leading a coup;
both eventually sold their stakes.

It seems that activists can’t
provide quick fixes to GM’s big-
gest challenges, such as its high
labor costs or unfavorable prod-
uct mix. As a result, frustrated
shareholders tend to cash out
rather than stick around to fight.
Filings with the U.S. Securities
and Exchange Commission show
that at least a dozen hedge funds
or mutual funds with activist ten-
dencies sold their entire GM posi-
tions of one million shares or
more during the first quarter.

GM’s directors also have
played a crucial role in Mr. Wag-
oner’s longevity. GM’s lead inde-
pendent director, George Fisher,
the former head of Eastman
Kodak Co., has declared at sev-
eral crucial junctures that he be-
lieves GM is on the right track

with current leadership.
In interviews with The Wall

Street Journal in May and June,
Mr. Fisher endorsed Mr. Wagon-
er’s strategy and said GM’s stock
price isn’t a major concern of the
board or management. Other
board members are opting to be
quietly supportive. A spokesman
for GM director Armando Codina,
CEO of Flagler Development
Group, said Mr. Codina believes
GM executives should be the ones
talking about the company’s per-
formance.

M
R. WAGONER’S boosters
have been willing to reset

the scoreboard every year or two,
letting lower levels of profitabil-
ity and market share become ac-
ceptable as business conditions
worsen. Supporters say Mr. Wag-
oner has made major headway in
negotiating lower labor costs in

North America. They
also give him credit for
expansion in China, Bra-
zil and other emerging
markets, for pushing GM
to develop battery-pow-
ered cars and for im-
provements in GM’s qual-
ity rankings.

“He’s an excellent
CEO,” says David Cole,
head of the Center for
Automotive Research,
an Ann Arbor, Mich.,

group funded partly by auto mak-
ers and their suppliers.

But GM’s looming liquidity
squeeze could prove to be Mr.
Wagoner’s toughest challenge yet.
The company’s operating losses
are eating into its cash on hand,
which was about $24 billion as of
March 31, and is shrinking by at
least $3 billion a quarter.

Analysts say GM’s routine oper-
ating needs require it to have at
least $7 billion of cash available at
all times, meaning that it could be
in a scramble to raise more money
within the next year. GM has car-
ried a junk-bond rating since 2005.
In April, Moody’s Investors Service
changed its rating outlook for GM
to “negative” from stable. Moody’s
current rating of B3 on GM puts it
in a class of borrowers whose prob-
ability of default within a year is
considered to be 13%; their likeli-
hood of default within four years is
deemed to be 26%.

GM could do a lot of things to
raise cash fast, including selling
assets, splitting off its profitable
overseas businesses and borrow-
ing more, using its stronger as-
sets as security. By 2010, some
of the labor-cost savings negoti-
ated by Mr. Wagoner last year
should kick in, easing the finan-
cial pressure on the company.

But GM’s shaky stock price
and ragged credit rating speak
to market participants’ uncer-
tainty about whether the com-
pany can get through the next
tough period. If GM’s fate in
2009 depends on its financial re-
sourcefulness, directors may
want to revisit the question of
whether Mr. Wagoner still is the
best person for the job. One pros-
pect to watch: Fritz Henderson,
GM’s former chief financial of-
ficer, who was promoted earlier
this year to president and chief
operating officer.

Wagoner has survived GM’s fall,
but cash woes loom as biggest test

Chrysler idles van plant
Cost-cutting aimed
at meeting its goals;
’08 sales down 14%

By Christopher Bjork,

William Horobin And

Jennifer Clark

Deteriorating economic condi-
tions and high oil prices cut into
June car registrations in Spain and
Italy—but French car makers fared
better, as consumers registered
slightly more cars in June than they
did in June 2007.

Spain’s registrations tumbled
31%, punctuating the slowing growth

in that country. Annual growth in
Spain’s gross domestic product
slowed sharply to 2.7% in the first
quarter, from 3.5% in the fourth quar-
ter, as a decadelong construction
boom turned to bust.

In a release, Spanish car manu-
facturers’ association Anfac said
114,958 cars were registered in
June, down from 166,218 a year ear-
lier. Car registrations are used as an
indicator for car sales.

Italian new-car registrations

dropped 19.5% to 184,275 vehicles.
Analysts attributed the fall to in-
creasing oil prices and a weaker
economy weighing on consumer
spending.

Fiat Group Automobiles SpA
brands—Fiat, Alfa Romeo and Lan-
cia—had a 32.7% market share of
new-car registrations in June, in
line with the May result.

Registrations of new cars in
France edged up 2.1% to 265,616 in
June.

New-car registrations tumble

BUSINESS n GEORGE ANDERS

By Josée Valcourt

DETROIT—Chrysler LLC said
Monday it will idle a minivan plant
outside St. Louis and eliminate a
work shift at an adjacent truck plant
later this year.

Chrysler’s moves are aimed at
keeping the company on track to
meet the financial targets set by its
majority owner, Cerberus Capital
Management LP, despite the deep
downturn in U.S. auto sales. When
Cerberus bought the company last
year, its business plan foresaw
Chrysler losing money in 2007 and

2008, and then generating positive
cash flow for part of 2009, people fa-
miliar with the matter said.

Although Chrysler’s global sales
have fallen about 14% this year, nei-
ther Cerberus nor Chrysler is consid-
ering revising the financial goals at
this time, the people said.

The company’s cash flow was posi-
tive in June, three people familiar
with the matter said, crediting pro-
duction cuts earlier in the year, the
elimination of four money-losing
models from its product line and a re-
duction in unprofitable sales to rental-
car companies.

Chrysler is still in a tight financial
situation, however, and must spend
billions to develop new models and
start a union-operated fund to cover
retiree health-care costs. “The mar-
ket is at a fairly slow point,” Chrysler
Vice Chairman Jim Press said in a con-

ference call on Monday. If “we want
to continue to meet or exceed our fi-
nancial targets, we have to move re-
sponsibly.”

General Motors Corp. has said it
plans to shut four plants in North
America. Ford Motor Co. is also slash-
ing factory output of its larger sport-
utility vehicles and pickup trucks.

Chrysler said it will idle its St.
Louis South minivan plant indefi-
nitely in October. The St. Louis North
plant, which makes Dodge Ram pick-
ups and now operates two shifts a
day, will go to one shift in September.
A total of 2,400 people will lose their
jobs at both plants.

Sales of minivans have been trend-
ing down for years. This year, the de-
cline worsened in response to higher
gas prices and other economic woes.
 —Neal E. Boudette

contributed to this article.
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U.S. tennis sees its star power waning
Boot-camp approach
practiced in Europe
urged to regain lead

Read my license plate:
It cost me a fortune
Persian Gulf takes vanity
tags to new level > Page 36

By Matthew Futterman

I
T IS ARGUABLY the bleakest
moment in U.S. tennis history
since the sport’s modern era
began in the late 1960s.

As Wimbledon nears its
end, no men from the U.S. remain in
the singles draw, and just two
women—Serena Williams and Ve-
nus Williams—are left.

Heading into the tournament,
just three American men and three
women were among the top 40 in
the respective rankings.

The outlook for U.S. tennis in the
years ahead looks even bleaker be-
cause there is a dearth of young up-
and-coming players. The youngest
of the six top Americans, Andy Rod-
dick, is 25, middle-aged in a tennis
life. Another, Lindsay Davenport, is
a 32-year-old who hasn’t won a ma-
jor championship since 2000. Venus
and Serena Williams remain domi-
nant, but they too are likely in the
twilight of their careers and are of-
ten battling injury.

Tennis is now dominated by tire-
less European players, many of
them born far from the genteel coun-
try clubs usually associated with
the sport.

For the United States Tennis As-
sociation, the failure to develop
young stars has become a crisis. The
organization counts on American
stars for television ratings in its mar-
quee event, the U.S. Open, and the
roughly $45 million a year in U.S.
television-rights fees the ratings
generate. That represents a quarter
of the USTA’s annual budget. Lower
ratings will inevitably lead to less
money.

The dearth of talent exists even
though tennis participation has
risen more than 30% in the past
seven years to nearly 17 million play-
ers, according to the Sporting
Goods Manufacturers Association’s
annual participation survey.

The U.S. needs to adopt the boot-
camp approach followed by the new
generation of European champions,
tennis experts say. The Serbian tri-
umvirate of Jelena Jankovic, Ana
Ivanovic and Novak Djokovic all
practiced tirelessly from an early
age, then moved away from their
parents to train among elite players
at top academies.

“At the end of the day it’s all
about who works harder and what is
in the gut,” said Tracy Austin, a two-
time U.S. Open champion. “So many
of the parents in the European coun-
tries, they’ll send the kids away. It’s
a hunger and work ethic that seems
different there.”

U.S. tennis experts are embrac-
ing old-school tactics like those of
Warren Fulgenzi, a 39-year-old ten-
nis pro from Las Vegas, N.M., who

asks his two oldest children for two
hours of intense training each morn-
ing on his family’s two backyard
courts.

“Sometimes they don’t give me
the good workout, so we’re out
there from 7 until 11 or 12,” said Mr.
Fulgenzi, a runner-up in the 1990
U.S. Amateur Championship. “We
stay out there until we get it.”

Mr. Fulgenzi’s methods might
not be pretty to watch or politically
correct in an era when coaches in
the U.S. are supposed to put a pre-
mium on fun. He doesn’t think twice
about punishing 8-year-old Brandy
or 10-year-old Warren Jr. with 20
line-to-line sprints for lazy ground
strokes. If, in a few years, the kids
get a chance to move away from
home and train all day at an elite
academy, he’s game for that, too. As
Mr. Fulgenzi labors with his own
children, the USTA is going old
school, too, stealing a page from the
European playbook, by spending
several million dollars on its own
school/tennis boot camp in Boca Ra-
ton, Fla. Patrick McEnroe, director
of elite player development for the
USTA, is overseeing the academy,
which is only open to 24 players, all
of whom must be from the U.S.

“This is not for every kid,” Mr.
McEnroe said last week. “But you
need young players to compete con-

sistently with other excellent play-
ers in their age group.”

That the USTA would ever need
someone like Mr. McEnroe to run a
not-for-profit academy to create an
American champion shows just how
much the tennis world has changed
in the three-plus decades since Mr.
McEnroe and his brother, John,
were rising junior players growing
up in the Douglaston neighborhood
of Queens, N.Y.

For decades, the U.S. and Austra-
lia dominated tennis. Now it is truly
a world-wide sport, with champions
emerging from countries where the
game barely existed a generation
ago.

In 1978, players from 33 coun-
tries played in the U.S. Open men’s
and women’s singles tournaments.
U.S. men accounted for 54 of the 128
players. Of the 96 women in the tour-
nament, half were from the U.S., not
including Martina Navratilova, who
defected from the former Czechoslo-
vakia. Last year, 45 countries were
represented at the U.S. Open, and
there were just 17 American men
among the 128. Of the 128 women in
the draw, just 15 were from the U.S.

Dick Gould, director of tennis at
Stanford University, a former breed-
ing ground of champions, said the
best young U.S. players don’t battle
each other growing up the way they
used to.

He said a key to U.S. success was
the two weeks each spring when the
best junior players in the country
would gather and try to “beat the
hell out of each other” to make the
junior national team.

“If you made it, you got your ex-
penses paid for the summer to at-
tend all the junior grand slam tour-
naments, so it was a pretty good
deal,” Mr. Gould said. “Now their
parents take them to tournaments
all over the world chasing junior
points to qualify. They duck the com-
petition here and go up against guys
they may never see again where
they’ve got nothing to lose.”

In addition to competition, train-
ing has changed, too. A generation
ago, the center of the tennis world
was arguably the Port Washington
Tennis Academy on Long Island.
The McEnroe brothers, Vitas Geru-
laitis, Peter Flemming and Mary Car-
illo grew up playing at the indoor-
outdoor complex with 17 courts 20
miles east of Manhattan.

No one lived at Port Washington.
It was one of hundreds of places in
the U.S where middle-class parents
sent their kids for lessons after
school and on weekends. It still is,
but Richard Zausner, the club
owner, said his program can no
longer provide the right environ-
ment to produce a world champion.

His kids love tennis, but they aren’t
willing to give up their social lives
for it.

“The countries with the more se-
vere disciplinary attitude seem to
do better,” Mr. Zausner said. Mr. Ful-
genzi sees this as his opening. His fa-
ther, a Spanish teacher and tennis
nut, turned each of his six sons into
state high-school champions in New
Mexico. The Fulgenzi brothers won
15 individual state championships
from 1984-2007.

They trained every day after
school on the asphalt of Las Vegas.
When the weather didn’t cooperate,
Mr. Fulgenzi and his brothers hit
balls against the walls of the high-
school gym.

“The wall never misses,” said Mr.
Fulgenzi.

A generation later Mr. Fulgenzi
is practicing his father’s brand of dis-
cipline.

“I tell my children two things are
going to happen every day, the sun
is going to rise and we are going to
play tennis,” he said. “If they tell me
they don’t feel like playing, I tell
them that sometimes Daddy doesn’t
feel like going to work, but he goes
anyway.”

While it’s too early to tell how far
tennis will take his children, so far
they are on the right track. Both
play with powerful two-handed fore-
hands and backhands that can over-
whelm the junior competition.

Still only 8, Brandy Fulgenzi lost
recently to a girl two years older in
the finals of the USTA’s southwest,
10-and-under sectional tourna-
ment. Warren Jr., who just turned
10, finished third in the same tourna-
ment.

Both won the sectional doubles
titles, and both will move to the
12-and-under division next season,
even though they could continue in
10-and under. Brandy is among 24
junior girls in the U.S. who attends a
series of elite USTA camps in Car-
son, Calif.

On the court by 7 each morning,
the Fulgenzis begin with 30 minutes
of volleys and ground strokes be-
fore starting a muscle-burning se-
ries of plyometric exercises.

They jump back and forth from
inside a hexagon across each of the
five sides, toss a medicine ball, run
dozens of sprints from the service
line to the sideline, and perform a
“spider drill” that begins in the cen-
ter of the court and requires the chil-
dren to shuffle up, back and side-
ways to five different spots around
the courts exterior over and over
again.

After the aerobic work there is
another hour of hitting and serving.
For every double fault the children
must run another set of sprints.

Mr. Fulgenzi said the practice
time is about hard work and disci-
pline—values he hears about kids in
Serbia and Russia practicing but
doesn’t see enough of in the U.S.

“Some parents tell me to lighten
up, that it’s child abuse,” Mr. Ful-
genzi said. “At the end of the day
though, you need a parent who is a
taskmaster.”
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Serena Williams of the U.S in action on Friday during her third-round match against France’s Amelie Mauresmo at Wimbledon.
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Rio Tinto PLC

Nippon Steel Corp., JFE Steel
Corp. and Posco said they have
agreed with Rio Tinto on the price
for iron ore this fiscal year, accept-
ing a sharp price increase in line
with an earlier deal by Baosteel
Group Co. of China. Nippon Steel,
JFE and Posco said they accepted a
79.88% increase for so-called iron
fine and a 96.5% increase for iron
ore from the Anglo-Australian
miner. Spokesmen for Nippon Steel
and JFE declined to comment on
whether and how much they will try
to cushion the burden of higher
costs for Australian iron by raising
their product prices. Posco, based in
South Korea, also declined to say
whether it will raise steel prices.

Edeka AG

Germany’s antitrust regulator
said it approved the merger of two
leading discount supermarket
chains, with certain conditions. The
Federal Cartel Office said Edeka
AG’s Netto chain could take a major-
ity stake in Plus, owned by the Ten-
gelmann Group, to create what will
be the country’s third-biggest dis-
count supermarket chain behind ri-
vals Aldi Einkauf GmbH and Lidl Di-
enstleistung GmbH. But the regula-
tor said about 400 Plus supermar-
kets must be sold in markets where
Edeka is the clear market leader.
Tengelmann also has to restrict its
share in the new company, Netto
Marken-Discount, to 25% instead of
the 30% it wanted. The new com-
pany will have about 3,800 shops
and 50,000 employees, with annual
sales of Œ10.4 billion ($16.4 billion).

GLOBAL BUSINESS BRIEFS

Constellation Brands Inc.

Constellation Brands Inc. re-
ported a 50% increase in fiscal first-
quarter net income thanks to higher
margins and efforts to streamline its
business. For the period ended May
31, the wine-and-spirits company,
whose brands include Robert Mon-
davi and Ravenswood, posted net in-
come of $44.6 million, or 20 cents a
share, up from $29.8 million, or 13
centsashare,ayear earlier.Excluding
acquisition and restructuring
charges, earnings rose to 34 cents
from21cents.Netsales,orrevenueaf-
ter excise taxes, rose 3% to $931.8 mil-
lion;excludingacquisitionsanddives-
titures the increase would have been
16%. Gross margin rose to 35.3% from
29.8%. The company has sold many of
its lower-priced wine brands to focus
on higher-priced offerings.

Dubai International Capital LLC

One of the Middle East’s most ac-
tive government-owned investment
vehicles is looking to expand its
presence to North America. Dubai
International Capital LLC has hired
David Smoot, co-founder of Morgan
Stanley Private Equity, to be manag-
ing director of its own private-eq-
uity division. Smoot will head a new
DIC team focusing on secondary buy-
outs of U.S. firms that can add value
to DIC’s existing $13 billion portfo-
lio, says Sylvain Denis, chief execu-
tive officer of DIC Private Equity.
Mr. Smoot, 38 years old, says DIC
isn’t daunted by political tensions in
Washington over Mideast invest-
ments in America.

EMI weighs CEO candidates for unit

Manitowoc wins Enodis auction

Intel sees ‘many core’ era
A chief technologist
offers vision of future
as chip firm nears 40

Samsung Electronics Co.

Samsung Electronics Co. agreed
tomanage SamsungSDICo.’sunprof-
itable plasma-display-panel busi-
ness to cut costs and enhance com-
petitiveness at the affiliated panel
maker. Samsung Electronics’ visual-
display division, which makes both
PDP televisions and liquid-crystal-
display TVs, will manage Samsung
SDI’s PDP business. Samsung Elec-
tronics owns about 20% of Samsung
SDI and buys more than two-thirds
ofPDP modules producedat its affili-
ate for its PDP TVs. Samsung SDI, the
world’s second-largest PDP maker
by volume after LG Electronics Inc.,
posted its sixth straight quarterly
net loss in the first quarter.

Crédit Agricole SA

French bank Crédit Agricole SA
said that its Œ5.9 billion ($9.3 bil-
lion) capital increase was oversub-
scribed. New shares were offered to
investors at Œ10.60 each, about 14%
below Agricole’s Œ12.37 closing
share price Tuesday—a much
sharper discount than analysts had
expected, as an increasing number
of banks turned to investors for
more funds. Analysts had expected
shares to be offered in the range of
Œ13 to Œ14 a share. Agricole needed
new capital to bolster its balance
sheet and to plug a hole caused by
subprime-related losses at its Ca-
lyon investment banking unit. A
number of banks have been forced
to make cash calls to reinforce capi-
tal, including UBS AG, Royal Bank of
Scotland Group PLC and HBOS PLC.
Analysts have said that the high
level of new capital being sought
from the market could cause some
issues to be undersubscribed.

—Compiled from staff
and wire service reports.

By Marietta Cauchi,

Margot Patrick

And Doug Cameron

Construction-crane maker Mani-
towoc Co. emerged as the victor in
an auction for food-equipment
maker Enodis PLC, beating out Illi-
nois Tool Works Inc. with a £1.21 bil-
lion ($2.4 billion) bid that ends two
years of courtships.

In a one-round auction overseen
by the U.K.’s Takeover Panel, Manito-
woc offered 328 pence per share for
Enodis, above its 294-pence-per-
share agreed offer and the 280
pence offered by Illinois Tool Works
in May. The panel didn’t disclose Illi-
nois Tool Work’s auction bid.

Enodis, which is listed in London
and has its headquarters in Tampa,
Fla., produces commercial ice-mak-
ing machines and deep fryers, with
a client list including McDonald’s

Corp. and Wal-Mart Stores Inc.
It was wooed by a series of suit-

ors during the past two years, as ri-
vals look to increase their market
share in supplying food equipment
to businesses and to tap increasing
demand for such commercial equip-
ment in developing economies.

With the addition of Enodis, Man-
itowoc’s crane business will account
for 58% of group sales, down from
the current 81%, according to Sterne
Agee. Manitowoc’s revenue in 2007
totaled $4 billion. The Manitowoc,
Wis., company also produces ice
and beverage dispensers and refrig-
eration equipment.

For Illinois Tool Works, Enodis
would have almost doubled the size
of its existing food-equipment unit.

The Takeover Panel called for
the auction—a process that has
been used only a handful of times in
the U.K.—after a Friday deadline

passed for the rival U.S. suitors to
submit final offers.

Manitowoc and Illinois Tool
Works had tussled for control of En-
odis since April, with Enodis’s board
switching allegiance from side to
side as the offer prices rose. Enodis
shares closed Tuesday in London at
315 pence.

Shares in both Manitowoc and
ITW have declined sharply since the
bidding contest began. Analysts at
Sterne Agee suggested the deal
wouldn’t be accretive to Manitowoc
on a cash flow basis until 2011,
based on a bid above 300 pence a
share.

Manitowoc shares were down
85 cents, or 2.6%, at $31.68 in after-
noon trading Tuesday on the New
York Stock Exchange. ITW was off
39 cents, or 0.8%, at $47.12, also on
the Big Board.

By Don Clark

SAN FRANCISCO—A top Intel
Corp. technologist used the compa-
ny’s impending 40th anniversary as
anopportunitytomakefourbroadpre-
dictionsaboutthefutureofthechipin-
dustry. Not surprisingly, he sees the
company’s products evolving rapidly
and spreading into many new places.

Patrick Gelsinger, a senior vice
president who has served as Intel’s
chief technology officer, told report-
ers at a briefing here to expect a
sharp acceleration in the number of
computing engines packed on each
chip. While today’s personal com-
puters have chips with the core cir-
cuitry of one to four microproces-
sors, Intel is laying the groundwork
for the “many core” era—products
featuring tens to hundreds of elec-
tronic brains.

That won’t help with today’s
common computing jobs, like run-
ning word processors and spread-
sheets, but Mr. Gelsinger predicted

programmers will find many new
ways to take advantage of the added
processing power.

Medical images that take hours
to process will become instantly
available and interactive, speeding
diagnoses, he said. Accurate speech
recognition will replace typing in-
put, and the basic interface software
thatcontrols thelookandfeel ofcom-
puters will dramatically evolve to
better interpret what users want.

“It becomes immersive, intuitive
and interactive,” said Mr. Gelsinger,
who is general manager of Intel’s
digital enterprise group.

Anotherpredictionisthatthecom-
pany’s underlying chip design—often
called x86, but also labeled IA, for In-
tel architecture—will push into cell-
phones, consumer products and
other applications where it is not now
commonplace. The biggest obstacles
incellphonesincludepowerconsump-
tion—even Intel’s latest Atom chip
draws too much power—and a stable
of companies use an energy-efficient
design from ARM Holdings PLC.

Intel’s Atom chips are suited for
ultra-small portable computers,
and Mr. Gelsinger said the company
is committed in the next version to
target the cellphone market. The
company’s x86 technology also

could bring huge software advan-
tages, he said.

A third prediction concerns an
evenbroadervisionofubiquityfor In-
tel chips: that computing and Inter-
net capability will become available
to every person on the planet, 24
hours a day, Mr. Gelsinger said. That
visionimpliescombinationsofmicro-
processors, sensors and other de-
vices that further enhance the capa-
bilities of products suchas automatic
teller machines, cars and door locks.

A fourth prediction concerns
Moore’s Law, the oft-quoted predic-
tion by Intel co-founder Gordon
Moore about how the industry dou-
bles the capabilities of chips every
year or two. In particular, Intel is
betting heavily that the industry
will move to a new generation of the
silicon wafers that serve as a sub-
strate for chip manufacturing.

By moving to 450-millimeter wa-
fers—upfrom 300 millimeter wafers
today—the average cost of produc-
ing each chip can be driven down by
40%,Mr.Gelsingernoted. Intelis bet-
ting that the transition will be made
by 2012 to 2015, despite heavy costs
of retooling factories that has fueled
oppositionamong some othermanu-
facturers of chips and the tools used
to produce them.

HMV Group PLC

HMV Group PLC said its recov-
ery plan was ahead of schedule as it
posted a sharp rise in fiscal full-year
profit, boosted by the sale of its unit
in Japan. For the year ended April
26, the U.K.-based music and books
retailer reported a net profit of £89
million ($177.3 million), up from
£16.1 million the previous year. The
results included a gain of £51.8 mil-
lion from the sale of HMV Japan.
Sales rose 11% to £1.94 billion. Net
debt fell to £200,000 from £130.4
million, the company said. HMV’s
higher revenue, largely from video-
game sales, was promising but digi-
tal downloads, online retailers and
supermarkets pose a threat, said Ri-
chard Hunter, analyst at Hargreaves
Lansdown Stockbrokers. HMV
shares were down 13.1% at 112.50
pence at Tuesday’s London close.

Nokia Corp.

Warner Music Group joins
song-download program

Nokia Corp. said that Warner
Music Group joined the mobile-
phone maker’s music service, let-
ting customers download and listen
to tracks on Nokia handsets. Nokia
users will be able to get millions of
tracks from major artists at Nokia’s
music stores or through the compa-
ny’s Comes With Music program, ex-
pected to be launched later this
year. In April, Nokia announced that
Sony BMG had joined the music ser-
vice, and last year it signed up Uni-
versal Music Group. Nokia, which in
2007 accounted for 40% of all cell-
phone sales, is providing more Inter-
net services for its mobile custom-
ers to challenge rivals, including Ap-
ple Inc.’s iTunes and iPod.

CORPORATE NEWS

By Ethan Smith

EMI Group Ltd.’s shake-up of its
recorded-music unit is touching the
highest echelons of the company,
with one top executive already out
the door and a search on to fill an-
other senior position.

Elio Leoni-Sceti, executive vice
president for Europe at packaged-
goods company Reckitt Benckiser
PLC, is one of a small group of peo-
ple being considered to serve as
chief executive of EMI Music, ac-
cording to people close to the com-
pany. The search comes on the heels
of the departure last month of Jason
Flom, who headed Capitol Music
Group, EMI Music’s largest U.S. la-
bel. The former CEO of EMI Music,
Alain Levy, stepped down in Janu-
ary 2007.

The potential hiring signals
broader structural changes at EMI.
People close to the company say
that Terra Firma Capital Partners

Ltd., the private-equity group that
bought EMI last year, is unlikely to
name a single chief executive for the
entire group. Instead, CEOs for the
recorded-music and music-publish-
ing operations are to report directly
to Terra Firma CEO Guy Hands, who
had initially been expected to step
back from direct oversight of EMI
once his own team was in place.

Mr. Leoni-Sceti, 42 years old,
who doesn’t have music-industry ex-
perience, isn’t the only person being
considered to run EMI Music, these
people said, though they declined to
name the other two to five candi-
dates. EMI Music Publishing is to
continue being overseen by Chair-
man and Chief Executive Roger
Faxon.

Because of the broader restruc-
turing, in which EMI Music’s head
count is being reduced to 2,500,
from 4,500, Mr. Flom isn’t expected
to be replaced. Mr. Flom and Terra
Firma had been negotiating an exit

for several weeks, since it became
clear that Mr. Hands wanted to reor-
ganize the company in such a way
that would sideline regional label
heads like Mr. Flom. Under the new
setup, department heads who used
to report to label bosses are to re-
port to top executives at the compa-
ny’s London headquarters.

Mr. Flom could remain with EMI,
through a deal to run a small label or
imprint as a joint venture with the
company. That scenario remains un-
der discussion.

At a recent private meeting, Mr.
Hands told Terra Firma investors
that EMI’s recorded-music opera-
tion swung to a profit of £40 million
($79.8 million) in April and May,
from a loss of £17 million a year ear-
lier. The company hopes recent
strong releases from Coldplay and
Katy Perry, both of which are among
this week’s top-10-selling albums in
the U.S., will bolster those results.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.70 $33.30 –0.39 –1.16%
Alcoa AA 21.10 34.44 –1.18 –3.31%
AmExpress AXP 22.30 40.02 2.35 6.24%
AmIntlGp AIG 38.80 26.73 0.27 1.02%
BankAm BAC 101.80 23.81 –0.06 –0.25%
Boeing BA 9.40 65.45 –0.27 –0.41%
Caterpillar CAT 9.00 74.09 0.27 0.37%
Chevron CVX 12.90 99.08 –0.05 –0.05%
Citigroup C 134.40 17.13 0.37 2.21%
CocaCola KO 16.40 51.00 –0.98 –1.89%
Disney DIS 16.30 31.05 –0.15 –0.48%
DuPont DD 8.50 42.64 –0.25 –0.58%
ExxonMobil XOM 24.00 88.35 0.22 0.25%
GenElec GE 83.90 27.12 0.43 1.61%
GenMotor GM 86.80 11.75 0.25 2.17%
HewlettPk HPQ 18.40 44.00 –0.21 –0.48%
HomeDpt HD 21.10 23.21 –0.21 –0.90%
Intel INTC 61.40 21.57 0.09 0.42%
IBM IBM 9.60 119.27 0.74 0.62%
JPMorgChas JPM 69.40 34.02 0.09 0.27%
JohnsJohns JNJ 15.80 64.69 0.35 0.54%
McDonalds MCD 11.70 57.29 1.07 1.90%
Merck MRK 21.70 38.36 0.67 1.78%
Microsoft MSFT 88.30 26.87 –0.64 –2.33%
Pfizer PFE 49.20 17.73 0.26 1.49%
ProctGamb PG 18.30 61.98 1.17 1.92%
3M MMM 6.10 69.78 0.19 0.27%
UnitedTech UTX 14.10 60.68 –1.02 –1.65%
Verizon VZ 20.80 35.53 0.13 0.37%
WalMart WMT 22.00 57.03 0.83 1.48%

Dow Jones Industrial Average P/E: 77
LAST: 11382.26 s 32.25, or 0.28%

YEAR TO DATE: t 1,882.56, or 14.2%

OVER 52 WEEKS t 2,195.04, or 16.2%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Asia’s deals: Bank revenue rankings, Japan
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

Nomura $194 18.9% 46% 32% 22% …%

Mizuho 130 12.7% 5% 61% 18% 16%

Daiwa Securities SMBC Co Ltd 123 12.0% 26% 56% 19% …%

Citi 91 8.8% 27% 39% 33% 1%

Mitsubishi UFJ Securities 78 7.6% 7% 60% 12% 21%

UBS 63 6.1% 12% 23% 65% …%

JPMorgan 59 5.8% 5% 17% 73% 4%

Merrill Lynch 35 3.4% 6% 23% 53% 18%

Goldman Sachs 34 3.3% …% 70% 30% 1%

Source: Dealogic

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

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

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

Next 275 –21 24 54 EMI Group 962 4 35 106

Kabel Deutschland 563 –19 1 32 Ld Secs 217 4 15 73

M-real 1093 –18 82 155 Bouygues 77 4 10 23

Alliance Boots 639 –17 7 32 Landsbanki Is 525 4 123 290

Rank Gp 551 –17 17 55 Erste Bk Der Ost Sparkassen 110 5 25 32

Alcatel Lucent 529 –15 17 30 Glitnir banki 784 5 123 338

ISS Glob A S 370 –15 23 –20 Skandinaviska Enskilda Banken 95 5 26 39

Thomson 622 –14 11 112 Kaupthing banki 798 10 121 319

FCE Bk 934 –14 85 172 Rallye 605 10 50 92

Ineos Gp Hldgs 1079 –12 84 216 Irish Life & Perm 228 23 36 77

Source: Markit Group

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

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

France Telecom France Fixed Line Telecom $78.9 19.16 2.41% –5.5% –19.9%

Deutsche Telekom Germany Mobile Telecom 72.8 10.59 1.83 –22.5 –31.1

BT Grp U.K. Fixed Line Telecom 33.8 2.02 1.05 –39.2 –13.1

L.M. Ericsson Tel B Sweden Telecom Equipment 31.3 63.40 0.96 –54.8 –50.5

Nestle S.A. Switzerland Food Products 178.4 46.32 0.35 –1.4 39.9

UBS Switzerland Banks $58.3 20.30 –5.32% –69.2 –54.7

Royal Bk of Scot U.K. Banks 65.6 2.04 –5.12 –62.2 –57.8

ArcelorMittal Luxembourg Iron & Steel 136.0 59.60 –5.10 26.3 ...

Deutsche Bk Germany Banks 43.8 52.44 –4.39 –51.7 –19.7

AXA S.A. France Full Line Insurance 58.7 18.05 –4.29 –44.1 –11.4

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Banca Intesa 67.7 3.63 ... –34.8% –4.6%
Italy (Banks)
Telefonica S.A. 126.6 16.84 –0.24% 2.4 27.5
Spain (Fixed Line Telecom)
Novartis 145.3 56.10 –0.27 –17.7 –8.6
Switzerland (Pharmaceuticals)
SUEZ 88.8 43.06 –0.42 1.3 95.7
France (Multiutilities)
Siemens 101.1 70.20 –0.45 –36.0 14.8
Germany (Electronic Equipment)
Astrazeneca 61.8 21.30 –0.56 –20.2 –9.2
U.K. (Pharmaceuticals)
GlaxoSmithKline 128.4 11.03 –0.90 –15.4 –18.7
U.K. (Pharmaceuticals)
E.ON 133.3 126.85 –1.01 2.0 76.4
Germany (Multiutilities)
BASF 64.6 43.32 –1.14 –11.2 57.9
Germany (Commodity Chemicals)
Assicurazioni Gen 53.5 24.08 –1.19 –20.1 2.8
Italy (Full Line Insurance)
Roche Hldg Part. Cert. 125.1 181.80 –1.20 –16.5 11.4
Switzerland (Pharmaceuticals)
Vodafone Grp 170.8 1.47 –1.31 –11.2 7.9
U.K. (Mobile Telecom)
Banco Bilbao Viz 70.9 12.01 –1.31 –34.0 –6.6
Spain (Banks)
Unilever 48.0 17.78 –1.39 –23.1 –1.6
Netherlands (Food Products)
Koninklijke Philips Elec 36.3 21.30 –1.43 –34.5 –0.1
Netherlands (Consumer Electronics)
ENI 147.2 23.33 –1.56 –15.1 6.2
Italy (Integrated Oil & Gas)
Banco Santander 113.1 11.48 –1.63 –16.6 18.0
Spain (Banks)
Sanofi-Aventis S.A. 86.4 41.73 –1.65 –31.0 –39.5
France (Pharmaceuticals)
SAP 64.2 32.71 –1.65 –12.1 –8.0
Germany (Software)
Tesco 56.7 3.63 –1.71 –13.3 15.0
U.K. (Food Retailers & Whlslrs)

Nokia 91.1 15.22 –1.74% –28.9% 9.0%
Finland (Telecom Equipment)
Total S.A. 200.5 53.02 –2.18 –12.1 8.5
France (Integrated Oil & Gas)
BP 235.2 5.70 –2.36 –6.0 –8.5
U.K. (Integrated Oil & Gas)
Fortis 34.4 9.93 –2.36 –62.3 –48.6
Netherlands (Banks)
Royal Dutch Shell 142.6 25.49 –2.47 –17.2 –8.9
U.K. (Integrated Oil & Gas)
HBOS 28.1 2.69 –2.54 –73.2 –69.1
U.K. (Banks)
ING Groep 69.2 19.73 –2.59 –40.2 –16.6
Netherlands (Life Insurance)
Diageo 50.7 9.00 –2.65 –13.1 9.6
U.K. (Distillers & Vintners)
HSBC Hldgs 180.4 7.55 –2.74 –17.1 –16.8
U.K. (Banks)
Daimler 58.0 38.20 –2.75 –44.3 13.8
Germany (Automobiles)
BNP Paribas S.A. 79.8 55.95 –2.76 –36.7 –0.7
France (Banks)
Allianz SE 77.5 108.73 –2.83 –37.1 14.2
Germany (Full Line Insurance)
Soc. Generale 49.3 53.64 –2.98 –58.1 –31.9
France (Banks)
Lloyds TSB Grp 33.9 3.01 –3.14 –45.7 –36.9
U.K. (Banks)
Credit Suisse Grp 52.2 45.34 –3.33 –48.3 –9.4
Switzerland (Banks)
Barclays 44.7 2.82 –3.43 –58.4 –48.3
U.K. (Banks)
Anglo Amer 91.0 34.01 –3.55 7.1 155.0
U.K. (General Mining)
UniCredit 78.6 3.74 –3.86 –44.2 –15.6
Italy (Banks)
Rio Tinto 123.0 57.64 –4.08 45.3 229.8
U.K. (General Mining)
BHP Billiton 82.7 18.41 –4.11 28.4 148.5
U.K. (General Mining)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -0.53% -0.08% -1.9% -6.1% -5.7%
Merger Arbitrage -0.27% -1.03% 0.7% 0.4% 5.1%
Event Driven -1.80% -2.80% 1.6% 0.0% -1.5%
Distressed Securities -1.06% -1.36% -0.2% -5.1% -11.2%
Equity Market Neutral 0.50% 1.90% 1.9% 1.5% 0.3%
Equity Long/Short -0.40% 0.53% 9.3% 2.5% 9.5%

*Estimates as of 06/30/08, 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: 9/1 1.02 102.68% 0.02% 1.32 0.64 0.89

Eur. High Volatility: 9/1 1.85 103.10 0.03 2.10 1.23 1.60

Europe Crossover: 9/1 5.19 104.76 0.07 5.96 4.00 4.79

Asia ex-Japan IG: 9/1 1.58 103.95 0.03 2.10 0.85 1.28

Japan: 9/1 1.39 103.71 0.02 1.61 0.65 1.00

 Note: Data as of June 30

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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S
HANGHAI NATIVE Sean
Shu, 28, loves his new car, a
four-door Haima sedan that he

bought in April. It gives him free-
dom, he says, and it helps him in his
work as marketing manager for a
foreign company. Mr. Shu’s age 60-
something parents are different.They
never drive — they walk to their local
markets and restaurants and when
they do venture further, they take a bus.

The Shu family is not unique.
Across China, young adults are giv-
ing up bikes and buses and switching
to scooters and cars. Auto sales are
rising almost 20% a year, and given
China’s demographics — 1.3 billion
people and an economy that’s growing
10% a year — increased car-buying,
and therefore demand for oil and
gas, are trends that are likely to persist.

A second sea change — the rapid
rise of heavy industry in China —
is also supercharging the country’s
power use. “The energy intensity
of China is quite high, and that’s
because 80% of its energy is used
in industry, and those industries
tend to be highly energy-intensive,
such as making aluminum, steel and
cement,” says Simon Powell, head of
regional research in power, gas and
utilities, for CLSA Asia-Pacific in
Hong Kong, which provides broker-
age and investment banking services.

As China approaches Western
standards of living, its consump-
tion of oil and gas will increase. And
given the economic gulf that still
exists between China and the West,
there is plenty of room for a dra-
matic escalation of demand. “At this
point in time, China’s per capita
consumption of crude oil, accord-
ing to American statistics, equals the
per capita consumption that the
U.S. reached in 1907,” says Burkhard
Varnholt, chief investment officer
of Bank Sarasin in Zurich.

Demographics aside, demand for
oil and gas in China is also fueled
by extremely low prices. When Mr.

Shu fills up his tank, he does so
with some of the cheapest gasoline
on earth. A liter of gas in Shanghai
costs about 75 cents, compared with
about 96 cents in the U.S., and around
$2.21 in Germany.

To control inflation, the govern-
ment caps the prices of refined oil
products. Currently, the cap is set at
about $80 a barrel and the govern-
ment and state-owned oil companies
subsidize the difference between $80
and the market price. “With oil at
$120 per barrel, that means if the
government introduced market-
oriented pricing, the ex-factory price
of refined oil products would go up
about 50%,” says Grace Liu, an oil
and gas analyst at Guotai Junan (HK)
Securities in Shenzhen.

Because of the artificially low
prices, China’s demand for oil is
growing much faster than it other-
wise would, says Ms. Liu. “Normally,
according to historical figures, the
growth in demand would be about
6% a year, and now we have seen a
very high 15.4% growth rate from
January to April, and that is because
of the price controls in China,” she says.

Although China recently said it
will raise domestic fuel prices, local
prices will likely remain below inter-
national levels. The subsidies — and
the resulting low retail prices — are
unlikely to change anytime soon, says
Jun Ma, chief economist for Greater
China at the Hong Kong office of
Germany’s Deutsche Bank. “The
government controls refining oil
prices, it has controlled them for
years and there is no chance of imme-
diate liberalization,” he says.

So while China faces the same
imperative that many other coun-
tries do — securing and maintaining
its sources of oil — its appetite is
sharpened by the subsidies, which
have caused an extraordinary spike
in demand this year.

A similar distortion exists in the
natural gas sector: Prices are con-
trolled by the state, and are artificially
low. Natural gas is cleaner than coal

and China would like to burn more
of it. But exporters of natural gas
won’t sell to China at the cheap
domestic prices,and the country doesn’t
produce enough natural gas to meet
its growing needs.

“Natural gas prices are very low
in China, that is the key thing,” says
CLSA’s Mr. Powell. “There is a big
demand for it, they are using everything
that’s coming down the West–East
pipeline and there is a huge ramping-
up of consumption. But there is
going to be a shortfall on the coast

[due to the concentration there of
industry and urban areas] and that
needs to be met by imported lique-
fied natural gas. But that price is
three to four times the price of domes-
tic gas, so who’s going to cover that
shortfall? The gas price is going to
have to go up.”

China does have significant oil
and gas reserves of its own — it was
the world’s sixth-largest producer
of oil in 2007 — and it supplies about
51% of its oil needs. But China’s oil

fields are different from those in
Saudi Arabia and some other loca-
tions in the Middle East, says Ms.
Liu. They are harder to exploit, and
the cost of production is much higher,
often close to $30 a barrel, compared
with less than $5 in some Middle
East countries.

And because there is a high tax
on oil production, China’s oil com-
panies have less incentive to find
and exploit domestic sources. “There
is a windfall tax on any domestic
production of oil,” says Tahnoon
Pasha, head of equities, Asia, at
MFC Global Investment Manage-
ment inHongKong.“The tax increases
with the selling price, and it rises
from a 20% tax at $40 a barrel to
40% on anything over $60 a barrel.
As you can imagine, that does tend
to reduce the amount of investment
that goes into the industry.”

The actual extent of China’s oil
reserves is not known, but the gen-
eral belief is that China is close to
peak production. “Production growth
rates were very low in the past few
years in China, and I think production
will remain at current levels for the
next few years,” says Ms. Liu.

So as demand rises, China will
become increasingly dependent on
foreign oil. In 10 years, says Ms. Liu,
China will probably import about
70%, up from 49% today. China’s
leading suppliers are Angola and
Saudi Arabia, while Iran and Russia
are also significant sources.

Like other countries,China is taking
measures to secure and maintain
its access to oil. “China has a strong
drive to acquire overseas oil fields
and oil companies as a major pol-
icy response to the over-reliance on
imported oil,” says Deutsche Bank’s
Mr. Ma. “They can either buy oil
fields that are not yet developed, or
they can take equity stakes in oil
companies in other countries. Both
of these are being done.”

With other countries pursuing sim-
ilar goals, a competition arises that
will be resolved in various ways,

says Mr. Varnholt of Bank Sarasin.
“With China in particular, already
we can see today how it is securing
all possible sources of oil. It is all
over Africa and it is negotiating with
potential suppliers of oil in the Gulf
States and Russia,” he says.

At the same time, China is trying
to reduce its demand for energy.
Luxury taxes have been introduced on
cars with large engines, and manu-
facturers are trying to increase the
fuel efficiency of their cars. In industry,
the government is driving consolida-
tion in the cement and steel industries,
forcing small plants to shut down
and allowing bigger, more efficient
ones to expand. Similarly in the power
sector, it is closing old power plants
and building more efficient ones.

In the short term, however, China’s
energy consumption is likely to soar.
The country recently overtook Japan
to become the world’s number-two
consumer of oil, after the U.S., and
given economic and demographic
trends, and the artificially low prices
of oil and natural gas, the upward
trend is likely to continue.

Mr. Varnholt says China’s demand
for gas and oil will be both dramat-
ically higher and dramatically lower
in the future. “It will be dramatically
higher because not only China but
all the emerging markets have a very
clear agenda when it comes to their
economic strategy, and in the short-
to medium-term that involves sig-
nificant acceleration in their demand
for fossil fuels. But at some point I
would expect disruptive scientific
and technological developments that
will liberate Asia, the U.S. and Europe
from their addiction to oil,” he says.
According to Mr. Varnholt, third-
generation ethanol will eventually
power transportation, and some form
of solar power will provide electricity.

Until that happens, more people
like Mr. Shu will be seen driving their
new cars on the increasingly busy
streets of China, and filling them
up with some of the cheapest gaso-
line in the world.

By Brent Hannon

“Normally, according to

historical figures, the growth

in demand would be about

6% a year, and now we have

seen a very high 15.4%

growth rate from January

to April, and that

is because of the price

controls in China.”

OIL & GAS
SPECIAL ADVERTIS ING SECTION

Government policies boost China’s appetite for fuel
To achieve greater fuel efficiency, China is pushing consolidation in the cement and steel industries, forcing small plants to shut down and allowing more efficient ones to expand.

GETTY IMAGES/China Photos
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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.

2.62% 13 World -a % % 263.81 –1.14% –14.1% 9.14% 6 Stoxx Select Dividend 30 1704.40 –3.07% –49.2% 2297.99 –3.08% –41.2%

2.63% 13 Stoxx Global 1800 218.40 –0.77% –25.9% 256.97 –0.79% –14.2% 5.11% 7 Euro Stoxx Select Div 30 2220.50 –2.46% –37.5% 3005.32 –2.47% –27.6%

3.41% 11 Stoxx 600 283.00 –2.21% –28.5% 332.98 –2.21% –17.2% 5.31% 12 U.S. Select Dividend -b % % 672.22 0.84% –29.1%

3.52% 11 Stoxx Large 200 304.60 –2.08% –27.8% 356.45 –2.08% –16.4% 9.34% 11 Australia LPT -b, c 1555.00 –3.27% –36.3% % %

2.83% 12 Stoxx Mid 200 255.90 –2.86% –30.7% 299.41 –2.87% –19.8% 3.14% 12 Sustainability 895.60 –1.06% –26.4% 1191.17 –1.07% –14.8%

3.04% 11 Stoxx Small 200 158.40 –2.69% –32.6% 185.30 –2.70% –22.0% 1.99% 15 Islamic Market -a % % 2258.12 –1.01% –4.2%

2.27% 14 Stoxx Growth 1369.10 –2.26% –22.8% 1897.26 –2.27% –10.7% 2.35% 14 Islamic Market 100 1757.30 –0.52% –18.9% 2369.11 –0.53% –6.2%

4.59% 9 Stoxx Value 1271.00 –2.17% –30.8% 1762.21 –2.18% –19.9% 5.51% 7 Islamic Turkey -c 2553.40 –6.01% –12.7% % %

3.28% 11 Euro Stoxx 314.80 –2.12% –28.0% 370.40 –2.12% –16.6% 5.75% 19 Bahrain -c 243.10 0.12% 17.8% % %

3.39% 11 Euro Stoxx Large 200 336.10 –1.98% –28.1% 392.97 –1.99% –16.8% 2.06% 15 Wilshire 5000 % % 13044.74 –0.22% –15.5%

2.76% 12 Euro Stoxx Mid 200 294.80 –2.82% –25.4% 344.60 –2.83% –13.7% % DJ-AIG Commodity 206.10 1.21% 19.8% 235.84 1.20% 38.6%

2.83% 11 Euro Stoxx Small 200 175.00 –2.52% –31.2% 204.40 –2.53% –20.3% % Euro Currency 125.60 % 11.0% % %

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

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

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

Australia 1.0483 2.0867 1.0264 0.1746 0.0447 0.2064 0.0099 0.3174 1.6514 0.2214 1.0251 ...

 Canada 1.0226 2.0356 1.0013 0.1703 0.0436 0.2013 0.0096 0.3097 1.6110 0.2160 ... 0.9755

 Denmark 4.7337 9.4231 4.6350 0.7884 0.2017 0.9319 0.0446 1.4335 7.4575 ... 4.6291 4.5157

 Euro 0.6348 1.2636 0.6215 0.1057 0.0271 0.1250 0.0060 0.1922 ... 0.1341 0.6207 0.6055

 Israel 3.3023 6.5736 3.2334 0.5500 0.1407 0.6501 0.0311 ... 5.2024 0.6976 3.2293 3.1502

 Japan 106.0650 211.1383 103.8529 17.6659 4.5200 20.8798 ... 32.1190 167.0948 22.4064 103.7209 101.1807

 Norway 5.0798 10.1121 4.9739 0.8461 0.2165 ... 0.0479 1.5383 8.0027 1.0731 4.9675 4.8459

 Russia 23.4658 46.7122 22.9764 3.9084 ... 4.6194 0.2212 7.1060 36.9680 4.9572 22.9472 22.3852

 Sweden 6.0040 11.9518 5.8787 ... 0.2559 1.1819 0.0566 1.8181 9.4586 1.2683 5.8713 5.7275

 Switzerland 1.0213 2.0331 ... 0.1701 0.0435 0.2011 0.0096 0.3093 1.6090 0.2158 0.9987 0.9743

 U.K. 0.5023 ... 0.4919 0.0837 0.0214 0.0989 0.0047 0.1521 0.7914 0.1061 0.4912 0.4792

 U.S. ... 1.9906 0.9791 0.1666 0.0426 0.1969 0.0094 0.3028 1.5754 0.2113 0.9779 0.9540

Source: 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 752.00 –5.00 –0.66% 799.25 258.50
Soybeans (cents/bu.) CBOT 1610.00 36.00 2.29% 1,611.00 622.00
Wheat (cents/bu.) CBOT 864.75 6.00 0.70 1,278.00 499.00
Live cattle (cents/lb.) CME 103.325 –0.100 –0.10 106.150 90.700
Cocoa ($/ton) ICE-US 3,275 94 2.96 3,290 1,818
Coffee (cents/lb.) ICE-US 155.35 2.15 1.40 176.05 120.75
Sugar (cents/lb.) ICE-US 13.72 0.62 4.73 15.43 9.72
Cotton (cents/lb.) ICE-US 76.33 –2.29 –2.91 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 3,575.00 –23 –0.64 4,440 1,965
Cocoa (pounds/ton) LIFFE 1,795 37 2.10 1,800 915
Robusta coffee ($/ton) LIFFE 2,529 49 1.98 2,840 1,488

Copper (cents/lb.) COMEX 391.05 2.80 0.72 422.00 276.00
Gold ($/troy oz.) COMEX 944.50 16.20 1.75 1,039.80 687.40
Silver (cents/troy oz.) COMEX 1829.00 78.00 4.45 2,132.00 1,241.50
Aluminum ($/ton) LME 3,135.00 14.00 0.45 3,211.50 2,375.00
Tin ($/ton) LME 23,450.00 60.00 0.26 25,450 13,525
Copper ($/ton) LME 8,550.00 4.50 0.05 8,800.00 6,335.00
Lead ($/ton) LME 1,787.00 25.00 1.42 3,875.00 1,745.00
Zinc ($/ton) LME 1,915.50 5.50 0.29 3,750.00 1,855.00
Nickel ($/ton) LME 21,945 145 0.67 36,300 21,700

Crude oil ($/bbl.) NYMEX 140.97 0.97 0.69 143.67 66.48
Heating oil ($/gal.) NYMEX 3.9435 0.0335 0.86 4.0486 1.7875
RBOB gasoline ($/gal.) NYMEX 3.5134 0.0143 0.41 3.6021 2.0387
Natural gas ($/mmBtu) NYMEX 13.505 0.152 1.14 13.610 4.620
Brent crude ($/bbl.) ICE-EU 141.46 0.86 0.61 144.61 60.15
Gas oil ($/ton) ICE-EU 1,283.75 15.25 1.20 1,310.75 610.00

Source: Reuters; WSJ Market Data Group

Currencies London close on July 1
Per In

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

Argentina peso-a 4.7597 0.2101 3.0213 0.3310

Brazil real 2.5266 0.3958 1.6038 0.6235
Canada dollar 1.6110 0.6207 1.0226 0.9779

1-mo. forward 1.6118 0.6204 1.0231 0.9774
3-mos. forward 1.6128 0.6200 1.0238 0.9768
6-mos. forward 1.6141 0.6195 1.0246 0.9760

Chile peso 831.89 0.001202 528.05 0.001894
Colombia peso 2996.57 0.0003337 1902.10 0.0005257
Ecuador US dollar-f 1.5754 0.6348 1 1
Mexico peso-a 16.3512 0.0612 10.3791 0.0963
Peru sol 4.6671 0.2143 2.9625 0.3376
Uruguay peso-e 30.484 0.0328 19.350 0.0517
U.S. dollar 1.5754 0.6348 1 1
Venezuela bolivar 3382.86 0.000296 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6514 0.6055 1.0483 0.9540
China yuan 10.8016 0.0926 6.8564 0.1458
Hong Kong dollar 12.2860 0.0814 7.7987 0.1282
India rupee 68.120 0.0147 43.240 0.0231
Indonesia rupiah 14525 0.0000688 9220 0.0001085
Japan yen 167.09 0.005985 106.07 0.009428

1-mo. forward 166.79 0.005995 105.87 0.009445
3-mos. forward 166.24 0.006015 105.52 0.009477
6-mos. forward 165.27 0.006051 104.91 0.009532

Malaysia ringgit-c 5.1460 0.1943 3.2665 0.3061
New Zealand dollar 2.0806 0.4806 1.3207 0.7572
Pakistan rupee 107.442 0.0093 68.200 0.0147
Philippines peso 71.153 0.0141 45.165 0.0221
Singapore dollar 2.1480 0.4656 1.3635 0.7334
South Korea won 1655.67 0.0006040 1050.95 0.0009515
Taiwan dollar 47.824 0.02091 30.357 0.03294
Thailand baht 52.760 0.01895 33.490 0.02986

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

Euro zone euro 1 1 0.6348 1.5754
1-mo. forward 1.0016 0.9984 0.6357 1.5730
3-mos. forward 1.0046 0.9954 0.6377 1.5681
6-mos. forward 1.0094 0.9907 0.6407 1.5608

Czech Rep. koruna-b 23.804 0.0420 15.110 0.0662
Denmark krone 7.4575 0.1341 4.7337 0.2113
Hungary forint 236.17 0.004234 149.91 0.006671
Malta lira 0.4615 2.1669 0.2929 3.4137
Norway krone 8.0027 0.1250 5.0798 0.1969
Poland zloty 3.3529 0.2982 2.1283 0.4699
Russia ruble-d 36.968 0.02705 23.466 0.04262
Slovak Rep. koruna 30.2493 0.03306 19.2010 0.05208
Sweden krona 9.4586 0.1057 6.0040 0.1666
Switzerland franc 1.6090 0.6215 1.0213 0.9791

1-mo. forward 1.6083 0.6218 1.0209 0.9796
3-mos. forward 1.6077 0.6220 1.0205 0.9799
6-mos. forward 1.6061 0.6226 1.0195 0.9809

Turkey lira 1.9523 0.5122 1.2393 0.8069
U.K. pound 0.7914 1.2636 0.5023 1.9907

1-mo. forward 0.7933 1.2606 0.5035 1.9860
3-mos. forward 0.7969 1.2549 0.5058 1.9770
6-mos. forward 0.8025 1.2461 0.5094 1.9631

MIDDLE EAST/AFRICA
Bahrain dinar 0.5939 1.6837 0.3770 2.6524
Egypt pound-a 8.4008 0.1190 5.3325 0.1875
Israel shekel 5.2024 0.1922 3.3023 0.3028
Jordan dinar 1.1150 0.8969 0.7078 1.4129
Kuwait dinar 0.4175 2.3951 0.2650 3.7733
Lebanon pound 2374.92 0.0004211 1507.50 0.0006634
Saudi Arabia riyal 5.9075 0.1693 3.7499 0.2667
South Africa rand 12.4382 0.0804 7.8953 0.1267
United Arab dirham 5.7865 0.1728 3.6731 0.2723
SDR -f 0.9633 1.0381 0.6115 1.6354

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 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.

 12 EUROPE DJ Stoxx 600 283.00 –6.39 –2.21% –22.4% –28.5%

 12 DJ Stoxx 50 2850.49 –55.93 –1.92 –22.6% –28.1%

 12 Euro Zone DJ Euro Stoxx 314.80 –6.81 –2.12 –24.1% –28.0%

 12 DJ Euro Stoxx 50 3292.86 –59.95 –1.79 –25.2% –27.0%

 12 Austria ATX 3828.51 –114.64 –2.91 –15.2% –21.9%

 9 Belgium Bel-20 3102.49 –65.73 –2.07 –24.8% –33.1%

 12 Czech Republic PX 1458.5 –25.0 –1.69 –19.6% –22.7%

 14 Denmark OMX Copenhagen 386.26 –6.68 –1.70 –13.9% –18.8%

 11 Finland OMX Helsinki 8400.67 –176.25 –2.05 –27.6% –27.4%

 11 France CAC-40 4341.21 –93.64 –2.11 –22.7% –28.5%

 11 Germany DAX 6315.94 –102.38 –1.60 –21.7% –21.5%

 … Hungary BUX 20111.41 –276.11 –1.35 –23.3% –31.4%

 5 Ireland ISEQ 5075.36 –134.21 –2.58 –26.8% –45.8%

 9 Italy S&P/MIB 28786 –560 –1.91 –25.3% –32.1%

 6 Netherlands AEX 414.52 –11.41 –2.68 –19.6% –25.0%

 10 Norway All-Shares 528.46 –8.48 –1.58 –7.3% –10.4%

 17 Poland WIG 40489.39 –656.87 –1.60 –27.2% –39.2%

 11 Portugal PSI 20 8486.91 –417.23 –4.69 –34.8% –36.6%

 … Russia RTSI 2242.74 –60.60 –2.63% –2.1% 15.6%

 10 Spain IBEX 35 11770.9 –275.3 –2.29 –22.5% –20.8%

 15 Sweden OMX Stockholm 272.92 –5.83 –2.09 –22.4% –34.4%

 12 Switzerland SMI 6849.67 –108.84 –1.56 –19.3% –25.9%

 … Turkey ISE National 100 33208.24 –1881.29 –5.36 –40.2% –31.8%

 10 U.K. FTSE 100 5479.9 –146.0 –2.60 –15.1% –17.5%

 14 ASIA-PACIFIC DJ Asia-Pacific 140.89 –0.76 –0.54 –10.9% –12.9%

 … Australia SPX/ASX 200 5138.9 –76.4 –1.46 –18.9% –18.4%

 … China CBN 600 21535.15 –670.68 –3.02 –48.0% –28.4%

 13 Hong Kong Hang Seng 22102.01 Closed –20.5% –0.2%

 12 India Sensex 12961.68 –499.92 –3.71 –36.1% –12.5%

 … Japan Nikkei Stock Average 13463.20 –18.18 –0.13 –12.0% –25.8%

 … Singapore Straits Times 2906.79 –40.75 –1.38 –16.1% –16.9%

 11 South Korea Kospi 1666.46 –8.46 –0.51 –12.2% –7.7%

 15 AMERICAS DJ Americas 338.04 –2.52 –0.74 –10.3% –12.5%

 … Brazil Bovespa 63868.02 –1149.56 –1.77 …% 14.8%

 22 Mexico IPC 29091.54 –303.95 –1.03 –1.5% –8.5%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 1, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 355.40 0.31%–11.9% –11.1%

...% ... World (Developed Markets) 1,402.13 0.33%–11.7% –12.5%

...% ... World ex-EMU 161.65 0.33%–10.7% –12.3%

...% ... World ex-UK 1,386.20 0.17%–11.6% –12.0%

...% ... EAFE 1,967.19 0.51%–12.7% –13.0%

...% ... Emerging Markets (EM) 1,087.12 0.21%–12.7% 2.6%

...% ... EUROPE 101.20 0.74%–20.6% –26.3%

...% ... EMU 233.01 0.29%–16.7% –13.5%

...% ... Europe ex-UK 110.06 0.34%–21.1% –25.2%

...% ... Europe Value 114.45 0.47%–24.5% –32.8%

...% ... Europe Growth 87.03 0.99%–16.7% –19.5%

...% ... Europe Small Cap 175.40 –0.02%–18.5% –32.3%

...% ... EM Europe 409.50 –0.33%–14.8% –3.7%

...% ... UK 1,665.74 1.69%–13.3% –15.8%

...% ... Nordic Countries 164.47 –0.19%–20.2% –24.6%

...% ... Russia 1,446.09 –0.39% –3.8% 21.7%

...% ... South Africa 716.29 –1.27% 0.5% 3.0%

...% ... AC ASIA PACIFIC EX-JAPAN 430.02 –0.34%–18.8% –7.3%

...% ... Japan 834.46 –0.05%–11.2% –25.7%

...% ... China 62.07 0.84%–27.3% –1.6%

...% ... India 544.61 –2.52%–36.3% –9.0%

...% ... Korea 458.03 –0.63%–11.4% –2.5%

...% ... Taiwan 293.67 0.10%–12.1% –16.6%

...% ... US BROAD MARKET 1,408.26 –0.03%–11.7% –14.1%

...% ... US Small Cap 1,808.90 –1.03% –8.9% –16.1%

...% ... EM LATIN AMERICA 4,751.47 1.75% 8.0% 26.6%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Nearly 10% of the world’s electricity needs
could be met by geothermal energy.

So how many lights have we already
turned on?

Finding geotherm
al reservo

irs

is difficult, w
ith only one in

five explorato
ry wells yielding

viable energy that can be

tapped. A
nd while it’s the kind

of energy
that can only be

used close to its source,

it’s clean and renewable
.

So Chevron has become the

world’s largest pr
oducer of

geotherm
al energy.

Some call

it human endeavor.
We call it

human energy.
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Losing-their-edge funds
As hedge funds mimic
the market, investors
look for alternatives

www.efinancialnews.com

By David Walker

A S HEDGE FUNDS begin to be-
have increasingly like equities
markets, investors have be-

gun to seek out niche hedge-fund
strategies that are less likely to mir-
ror share-market moves.

It is important for hedge funds’
reputation that they not echo equity
markets too closely. Their managers
typically levy a 2% management fee
and 20% performance fee on their in-
vestors on the expectation that they
are delivering something different
from traditional equity funds,
which usually levy a 1.5% manage-
ment fee and no performance-
linked charges.

Yet the correlation between the
performance of hedge funds around
the world and that of global equities
is actually rising, meaning that
their performances are statistically
looking more similar. The correla-
tion has jumped from 66% to 84% in
the past decade, according to data
provider Greenwich Alternative In-
vestments LLC.

Those funds’ correlation to Japa-
nese shares rose from 40% to 62% in
the same period, and correlation to

European equities increased from
51% to 83%. “You saw correlation
tick up a little bit, but then with the
credit crisis, you saw things go hay-
wire,” said Margaret Gilbert, manag-
ing director of Greenwich Alterna-
tive Investments. Thomas Strauss,
chief executive of the fund-of-hedge-
funds unit at U.S.-based Ramius Cap-
ital Group, said the rise in correla-
tion stemmed from massive delever-
aging around the world. As institu-
tions and consumers unwind their
various debts, it has messed up
some of the assumptions behind the
funds’ strategies.

“Strategies that theoretically
should not be correlated have be-
come correlated,” he said. “Noncor-
relation is important because we
want to be a diversifying asset
class.”

Hedge fund returns’ increasing
resemblance to that of equities
stemmed partly from global macro
and managed futures hedge funds
also investing in rising share mar-
kets, said Nicola Horlick, chief execu-
tive officer of London asset man-
ager, Bramdean Asset Management
LLP.

David Smith, chief investment di-
rector in the fund of hedge funds
unit of asset manager GAM, owned
by Julius Bär Holding AG, said short-
term correlation isn’t necessarily a
problem when it is caused by sud-
den crises. He said it is also expen-
sive to guard against.

But he said longer-term correla-
tion is a greater concern. Some of
the correlation is coming from the
sheer increase in the number of
hedge-fund managers, Mr. Smith
said. An industry with 210 hedge
funds in 1968 had grown to 9,767
funds by 2007, according to Hedge
Fund Research, with more hedge
funds likely to be involved in similar
trades. Mr. Smith said many new
funds have managers “trained at
more established hedge funds and
proprietary trading desks, often [us-
ing] the same investment tech-
niques as their previous employ-
ers.” He said managers suffer from
“a decreased information advan-
tage” compared with the past, a fact
he attributed to regulation inhibit-
ing managers’ ability to gain an in-
formation edge and to improved off-
the-shelf technology blunting the
edge of some hedge-fund strategies.

To counter the rising correlation
between hedge funds and shares, in-
vestors are seeking niche strategies
or launching products they specify
shouldn’t be correlated to equities.
Fund-of-hedge-funds manager Capi-
tal Management Advisors is launch-
ing a portfolio this summer that will
invest in long-short hedge-fund
managers who bet on rises and falls
of the stocks of companies in a sin-
gle industry. CMA believes such
portfolios are less correlated to mar-
ket direction than are long-short
managers who invest across the

whole stock market.
Yannis Procopis, CMA’s deputy

chief investment officer, said long-
short equity funds’ correlation to eq-
uity markets has increased as assets
in these funds have grown. The
amount invested in long-short eq-
uity funds has more than tripled
since 1997 to $6.7 billion in 2008, ac-
cording to Hedge Fund Research.
Long-short equity is the largest of
the hedge-fund strategies.

CMA has also tried to counter ex-
cessive correlation to equities in its
existing funds of hedge funds by
moving at least half the money it
held in long-short equity portfolios
to funds focused on single sectors.
Eric Bissonnier, chief investment of-
ficer at fund-of-hedge funds man-
ager EIM, said hedge funds’ correla-
tion to equities isn’t necessarily bad
and that hedge funds should be will-

ing to make profits where trends
emerge, even if this involves corre-
lating their funds to rising equity
markets.

He said EIM’s funds of hedge
funds have diversified across strate-
gies in the hope of exploiting trends
in various markets. EIM has also
added money to volatility-arbitrage
managers who can profit when vola-
tility rises and when equity markets
are nervous. Mr. Bissonnier said vol-
atility-arbitrage funds have earned
EIM’s funds of hedge funds money
in the past six months.

Mr.Bissonnier said niche strate-
gies, such as carbon and catastro-
phe bond portfolios, are useful. How-
ever, he warned that the markets in
which they trade can become illiq-
uid quickly, which could hit funds of
hedge funds if they can’t reduce
their exposure quickly.

RBS bonds will be used
at central bank’s window

More alike
The correlation in 
the performance
of hedge funds, as 
measured by the 
MSCI World Hedge
Fund index, and 
the performance
of equity indexes.
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— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By Duncan Kerr

Royal Bank of Scotland Group
PLC has become the latest U.K. finan-
cial institution to sell mortgage-
backed bonds as part of a strategy
to take advantage of new Bank of
England rules and swap such securi-
ties for highly liquid government se-
curities.

In a deal that follows other large
transactions from U.K. banks such
as Lloyds TSB Group and HBOS
PLC, RBS issued £16.7 billion
(US$33.26 billion) of mortgage-
backed bonds last Friday in 16
tranches, each of which will be re-
tained by the bank and used as col-
lateral to swap with the Bank of Eng-
land for financing.

The Bank of England in April un-
veiled its “special liquidity
scheme,” which is designed to clear
the £40 billion to £60 billion over-
hang of unfinanced mortgages lend-
ers in the U.K. originated last year
and so far this year. The Bank of Eng-
land estimates that demand from in-
stitutions for the financing will be
in the region of £50 billion.

Banks had, in the years before
the crisis, financed mortgages on
the securitization markets. But be-
cause investor demand for securi-
tized-mortgage bonds has plum-
meted over the last year, central
banks around the world have been
forced to step in and provide an al-
ternative way to raise the collateral.

HBOS and Nationwide Building
Society, the two largest mortgage
lenders in the U.K., have between
them raised more than £15 billion in

the private-debt markets since the
end of April, according to specialist
research firm mtn-I, with some of
that collateral being used by them
to access Bank of England funding.

However, this practice of swap-
ping illiquid mortgage-backed secu-
rities for liquid government bonds
has started to raise concern among
financial regulators and market par-
ticipants, principally because of
banks’ reliance on the refinancing
window, which might be preventing
the securitization market from re-
turning to its former health.

RBS’s deal, dubbed Greenock
Funding No. 2, is backed by a pool of
mortgage loans secured on residen-
tial properties in Scotland, England
and Wales, according to rating com-
pany Standard & Poor’s. It is the big-
gest such deal to have been issued
by a U.K. bank with the intention of
accessing the Bank of England facil-
ity.

Netherlands-based Rabobank
Group has issued the largest such
transaction to date, raising Œ30 bil-
lion ($47.2 billion) of mortgage-
backed securities last December,
some Œ27 billion of which were de-
signed exclusively for refinancings
with the ECB.

The sell-side community focuses more on technology
than any other sector. In order to keep ahead of
the competition there is an increased pressure to
continue improving infrastructures and speeding up
trading processes. The growth in automated trading
has driven the financial technology industry to
develop more innovative and sophisticated solutions.

Get the latest updates on:
• Achieving low latency
• Improving efficiency of the trading desk
• Capturing alpha through the cross-asset trading strategies
• Accessing pools of liquidity and meeting best execution

criteria
• New challenges for the brokerage houses
• What the sell-side has to do to meet buy-side expectation
• Impact on mergers, exchanges and the market
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CTOs, CIOs, COOs, Head of Trading / Electronic and Algorithmic
Trading / IT / Technology / Execution Services / Direct
Execution / Equities / FX and Derivatives / E-solutions /
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This year’s event will continue to build on the success of our
previous edition and engage leading industry figures in heated
debates.
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U
.S. CONSTRUC-
TION spending
declined in May,

brought down once
again by the sickly
housing sector. Sepa-
rately, the Institute
for Supply Manage-
ment’s manufacturing
index beat expecta-

tions in June by coming in at 50.2, compared with
49.6 in May, the first advance after four consecutive
months of contraction. Readings above 50 imply ex-
pansion, while those under 50 indicate contraction.
The June index figure had been forecast at 48. “The
current level of the index is consistent with a stag-
nant manufacturing sector and a slowly growing
overall economy,” said Steven Wood, an analyst at
Insight Economics.  —Jeff Bater

More Chinese are seeking their day in court
Growing confidence
in rule of law brings
credibility and suits

C
ONSUMER-PRICE infla-
tion in the developed
world accelerated to a

seven-year high in May as en-
ergy costs rose, the Organiza-
tion for Economic Cooperation
and Development said. The
Paris-based group said annual
inflation in its 30 member
countries accelerated to 3.9%
from 3.5% in April—the high-
est level since June 2001,
when inflation was 4.1%.

The numbers highlight the dilemma central bank-
ers face as they seek to prevent more price gains
while economic growth slumps. The European Cen-
tral Bank has indicated it will raise its key policy
rate by a quarter percentage point to 4.25% on
Thursday. —Natasha Brereton

Spending on construction
falls, manufacturing rises

T HE EARTHQUAKE that
rocked Sichuan province is
emerging as an unexpected

test of China’s evolving legal sys-
tem.

Parents in Sichuan whose chil-
dren were killed when schools col-

lapsed in the May 12 quake are de-
manding justice. Huang Lianghe,
who lost his son in the collapse of
the Dongqi Middle School in
Dujiangyan, believes the quality of
the school’s construction was at
fault and, with other parents, is
looking for a good lawyer to take up
his cause.

That Mr. Huang has that much
faith in China’s courts says much
about rising expectations that ordi-
nary Chinese enjoy basic legal
rights, including the right to sue
their government.

On television and the Internet, a
new generation of Chinese lawyers
teaches ordinary Chinese people to
invoke their rights. At camps for
survivors of the quake, volunteers
recently distributed “law promo-
tion” handbooks published by the
Chengdu Justice Bureau that ex-

plain the laws that victims can use
to sue government officials for cer-
tifying the building codes for thou-
sands of classrooms that crumbled
in the quake.

China’s lawyers are filing law-
suits over discrimination, poor la-
bor conditions, even censorship—
actions once considered unthink-
able. And sometimes they win.

China’s legal system still
doesn’t work well, but there’s rea-
son for optimism, says Jerome Co-
hen, a professor at the New York
University School of Law and an ex-
pert on Chinese law. “People who
have an interest in seeing the rule
of law increasingly implemented…
are bubbling up from the bottom,”
he says. A growing army of lawyers
is creating pressure for political
change simply by airing the irregu-
larities in the system, Mr. Cohen
says.

Today, China has 122,000 full-
time lawyers, up from 48,000 in
1997. That is still less than one law-
yer for every 10,000 Chinese citi-
zens, compared to about one in 300
in the U.S. But those lawyers are
gaining in visibility.

Lawyers advertise and hand out
business cards at courthouses. The
narrow lane next to Beijing’s Chaoy-
ang District courthouse is
crammed with small law offices
that have sprung up in recent years
to help with last-minute legal
needs. On www.carlawyer.cn, traf-
fic-accident expert Huang Haibo
promises, “I will protect your legal
rights.”

Despite the legal system’s flaws,
Chinese people are increasingly
turning to it for help. The number
of civil cases filed by Chinese law-
yers in 2006 was up 54% from 2001.
Citizens with limited financial re-
sources have taken to suing: In the
first six months of 2007, China’s
3,000-plus legal-aid centers han-
dled 172,600 cases, a jump of nearly
40% from a year earlier, according
to the Ministry of Justice.

On June 1, new legislation took
effect aimed at overhauling how
the profession is practiced here.
Lawyers and their clients gained
some rights long taken for granted
in the U.S. and elsewhere. Defense
lawyers are now allowed to meet
with clients without first seeking

permission from judicial authori-
ties, although only after the clients
have been interrogated without
lawyers present. Police will no
longer be allowed to monitor con-
versations between lawyers and cli-
ents.

Some Chinese lawyers and aca-
demics had hoped for greater
change than the new law delivers.
The nation’s justice system re-
mains a far cry from what exists in
many Western countries, espe-
cially when it comes to taking on
the government itself. Chinese
courts aren’t independent of the
ruling Communist Party and often
refuse to hear politically sensitive
cases. There are no juries.

Amnesty International and
other groups have expressed con-
cern about a crackdown on lawyers
and other rights defenders who
take up politically charged causes.
By some estimates, as many as 300
lawyers have been jailed, some of
them for speaking out on human
rights.

Still, the system’s credibility is
growing. Several lawyers recently
filed suits that test a law, which
took effect May 1, that promises or-
dinary citizens greater access to
government information. One is
hoping to expose police “re-educa-
tion through labor” practices,
sometimes used to detain people
without due process. Some lawyers
manage to work China’s legal sys-
tem while skirting the political
fault lines.

One of the most adept at that bal-
ancing act is Liu Xiaoyuan, a lawyer
with a knack for self-promotion
who writes a popular blog and of-
ten appears on TV offering his legal
opinions. “You don’t have to kill
yourself to be a rights lawyer,” Mr.
Liu says. “You just have to be care-
ful about the methods you use and
the way you approach the truth.”

Unable to play to a jury, Mr. Liu
nitpicks court procedure, appeal-
ing to judges about the way they
consider evidence and how the po-
lice present it. In addition, in Chi-
nese courts “you don’t move
around continuously—a lawyer
must stay seated,” he explains. If he
stood, “the judge could say that it
was a breach of courtroom disci-
pline.”

In one of his biggest victories,
Mr. Liu secured bigger payouts for
the families of migrant workers
killed in accidents. In 2006, he
agreed to represent the family of Li
Xiuneng, a migrant worker born in
China’s far-western Gansu prov-
ince, who was killed by a car while
riding her bicycle in Beijing. The
driver offered her family wrongful-
death compensation of 170,000
yuan, or about $25,000. That is far
less than would go to the family of a
victim born in Beijing, under local
rules. The Li family felt cheated.

Mr. Liu argued that Ms. Li
should be counted as a Beijing resi-
dent, since she had worked and
lived in the city for years. A judge
agreed, boosting the award for Ms.

Li’s family to 470,000 yuan. In re-
cent months, Mr. Liu has won sev-
eral similar migrant-death cases,
which the news media have hailed
as a victory for a new legal concept:
“same life, same price.”

Complaints are already mount-
ing against local government offi-
cials in Sichuan over the large num-
ber of schools that collapsed dur-
ing the earthquake. Local authori-
ties say they are conducting their
own investigations and have prom-
ised to report their findings within
a month. Parents say they are talk-
ing to lawyers and seeking advice.

“It’s still a bit early, but we ex-
pect to see a growing number of
lawsuits in the coming months,”
says Chen Xia, a lawyer at the Heng-
hexin law firm in Sichuan’s provin-
cial capital of Chengdu. Ms. Chen
says her firm is likely to send law-
yers into the field to offer legal aid
once aftershocks subside and condi-
tions improve.

Mr. Liu says he is ready to help,
too. “If approached by any parent
from that area, I will definitely take
the case in accordance with the
law,” he says. “This is the lawyer’s
duty.”
 —Ellen Zhu in Shanghai

contributed to this article.

Developed-world inflation
accelerates to 7-year high

P
OLISH President
Lech Kaczynski,
left, was quoted

as saying that ratifying
the European Union’s
new treaty after Irish
voters rejected it last
month would be “point-
less.”

The president’s com-
ments were reported on the day France takes over the
EU’s rotating six-month presidency. Ireland, the only
country to put the treaty to a public vote, rejected the
treaty in a referendum on June 12. Poland’s Parliament
overwhelmingly approved a bill allowing the president
to ratify the treaty in April, but it still needs the presi-
dent’s signature to take effect.

EU leaders have delayed to October any decisions on
how to overcome the Irish rejection. —Associated Press
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Demand for justice
Full-time lawyers
in China

Civil suits filed by
lawyers in China
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Beefing up
How will real estate fare as
Bologna, Italy, upgrades
transportation? > Page 32
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By Geoffrey A. Fowler and
Sky Canaves in Beijing and
Juliet Ye in Hong Kong

President says ratifying
EU treaty is ‘pointless’

Online today
Read translated excerpts from

Mr. Liu’s blog, at
WSJ.com/ OnlineToday
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PF (LUX)-Biotech-Pca OT EQ LUX 06/27 USD 330.51 –0.7 8.9 19.3
PF (LUX)-CHF Liq-Pca CH MM LUX 06/27 CHF 123.31 1.1 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 06/27 CHF 95.18 1.1 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 06/27 EUR 175.60 –21.1 –25.5 –0.3
PF (LUX)-East Eu-Pca EU EQ LUX 06/27 EUR 412.37 –19.8 –9.2 12.2
PF (LUX)-Emg Mkts-Lca GL EQ LUX 06/30 USD 193.65 –16.2 1.0 20.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/30 USD 639.99 –12.8 2.4 20.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 06/27 EUR 110.15 –19.3 –23.5 –1.3
PF (LUX)-EUR Bds-Pca EU BD LUX 06/27 EUR 353.97 –2.0 –1.2 –0.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 06/27 EUR 277.98 –2.0 –1.2 –0.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/27 EUR 128.96 –1.7 –1.8 –0.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/27 EUR 94.01 –1.7 –1.9 –0.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/27 EUR 133.99 –6.4 –11.3 –2.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/27 EUR 86.66 –6.4 –11.3 –2.0
PF (LUX)-EUR Liq-Pca EU MM LUX 06/27 EUR 132.41 2.0 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/27 EUR 98.91 2.0 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/27 EUR 473.40 –22.4 –28.0 –2.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/27 EUR 145.08 –21.2 –29.1 –5.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/27 USD 199.47 –0.6 4.2 8.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/27 USD 142.22 –0.6 4.2 8.7
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 06/27 USD 21.04 –13.5 –14.4 2.6
PF (LUX)-Gr China-Pca AS EQ LUX 06/30 USD 339.12 –20.7 –3.3 24.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/30 USD 308.29 –41.8 –15.4 15.6
PF (LUX)-Jap Index-Pca JP EQ LUX 06/30 JPY 12732.00 –10.4 –24.6 –6.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/30 JPY 11956.05 –10.8 –29.4 –12.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/30 JPY 11707.53 –11.1 –29.8 –12.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/30 JPY 6224.39 –9.7 –25.8 –12.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/30 USD 283.18 –11.3 –1.3 18.7
PF (LUX)-Piclife-Pca CH BA LUX 06/27 CHF 770.74 –9.3 –11.8 –1.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/27 EUR 60.54 –21.3 –30.0 –5.1
PF (LUX)-Security-Pca GL EQ LUX 06/27 USD 94.95 –14.9 –17.0 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/27 EUR 526.78 –14.7 –26.1 –0.1
PF (LUX)-Telecom-Pca OT EQ LUX 06/27 USD 112.00 –18.1 –8.6 12.6
PF (LUX)-US Eq-Ica US EQ LUX 06/27 USD 118.09 –8.3 –8.3 7.5
PF (LUX)-USA Index-Pca US EQ LUX 06/27 USD 101.59 –12.4 –14.1 2.8
PF (LUX)-USD Bds-Pca US BD LUX 06/27 USD 478.07 1.3 8.0 6.1
PF (LUX)-USD Bds-Pdi US BD LUX 06/27 USD 361.20 1.3 8.0 6.1
PF (LUX)-USD Liq-Pca US MM LUX 06/27 USD 128.95 1.5 3.5 4.3
PF (LUX)-USD Liq-Pdi US MM LUX 06/27 USD 86.92 1.5 3.5 4.3
PF (LUX)-Water-Pca GL EQ LUX 06/27 EUR 131.55 –15.8 –18.5 1.6
PF (LUX)-WldGovBds-Pca GL BD LUX 06/27 USD 153.88 4.5 15.1 8.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/27 USD 130.22 4.5 15.1 8.4

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 06/30 USD 12.32 –14.9 –18.3 –2.9
Japan Fund USD JP EQ IRL 07/01 USD 16.15 –4.1 –12.8 –5.1

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 05/30 USD 102.37 1.5 8.3 NS
Discovery USD A OT OT CYM 05/30 USD 110.82 –0.7 10.2 5.9
Elbrus USD A GL EQ CYM 05/30 USD 16.29 –0.5 32.2 34.7
Europn Conviction USD B EU EQ CYM 05/30 USD 119.19 4.4 10.9 9.5
Europn Forager USD B OT OT CYM 05/30 USD 207.05 0.9 –0.3 13.5
Gl Utilities Abs Rtn USD A OT OT CYM 05/30 USD 111.65 –7.0 1.7 5.8
Japan Abs Ret USD A AS EQ CYM 05/30 USD 143.29 –8.4 –20.3 –5.8
Latin America USD A GL EQ CYM 05/30 USD 14.11 3.5 13.9 NS
Paragon Limited USD A EU EQ CYM 05/30 USD 312.84 13.9 21.2 26.5
UK Fund USD A OT OT CYM 05/30 USD 166.77 4.9 1.1 6.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 06/25 USD 123.81 –8.7 NS 32.4

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/30 EUR 792.03 –19.5 NS NS
Core Eurozone Eq B EU EQ IRL 06/30 EUR 912.01 NS NS NS
Euro Fixed Income A EU BD IRL 06/30 EUR 1198.06 –4.1 –4.4 –2.5
Euro Fixed Income B EU BD IRL 06/30 EUR 1267.56 –3.8 –3.8 –1.9
Euro Small Cap A EU EQ IRL 06/30 EUR 1438.38 –18.3 –34.2 –8.8
Euro Small Cap B EU EQ IRL 06/30 EUR 1526.81 –18.1 –33.8 –8.3
Eurozone Agg Eq A EU EQ IRL 06/30 EUR 738.49 –22.9 –29.8 NS
Eurozone Agg Eq B EU EQ IRL 06/30 EUR 1051.90 –22.7 –29.4 –4.7
Glbl Bd (EuroHdg) A GL BD IRL 06/30 EUR 1262.68 –2.4 –0.8 0.2

Glbl Bd (EuroHdg) B GL BD IRL 06/30 EUR 1326.93 –2.1 –0.2 0.8
Glbl Bd A EU BD IRL 06/30 EUR 947.42 –6.0 –8.0 –5.5
Glbl Bd B EU BD IRL 06/30 EUR 999.70 –5.7 –7.4 –4.9
Glbl Real Estate A OT EQ IRL 06/30 USD 1118.02 –12.1 –18.3 –0.4
Glbl Real Estate B OT EQ IRL 06/30 USD 1142.36 –11.8 –17.8 0.2
Glbl Real Estate EH-A OT EQ IRL 06/30 EUR 1006.20 –14.2 –22.9 –4.8
Glbl Real Estate SH-B OT EQ IRL 06/30 GBP 95.20 –13.3 –21.3 –2.7
Glbl Strategic Yield A EU BD IRL 06/30 EUR 1460.72 –2.3 –2.7 2.6
Glbl Strategic Yield B EU BD IRL 06/30 EUR 1549.09 –2.0 –2.1 3.2
Japan Equity A JP EQ IRL 06/30 JPY 16435.00 –11.6 –26.9 –9.6
Japan Equity B JP EQ IRL 06/30 JPY 17361.00 –11.3 –26.5 –9.1
Multi St Cash Plus EH-A GL EQ IRL 06/30 EUR 1019.07 0.7 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 06/30 USD 2186.43 –17.4 –9.2 13.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 06/30 USD 2312.05 –17.1 –8.6 14.0
Pan European Eq A EU EQ IRL 06/30 EUR 1084.86 –20.2 –27.1 –5.3
Pan European Eq B EU EQ IRL 06/30 EUR 1147.44 –19.9 –26.7 –4.7
US Equity A US EQ IRL 06/30 USD 1012.15 –12.8 –10.9 2.4
US Equity B US EQ IRL 06/30 USD 1074.05 –12.5 –10.4 3.0
US Small Cap A US EQ IRL 06/30 USD 1520.31 –11.5 –15.5 –0.8
US Small Cap B US EQ IRL 06/30 USD 1614.17 –11.2 –15.0 –0.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/30 SEK 92.43 –20.8 –31.3 –6.3
Choice Japan Fd JP EQ LUX 06/30 JPY 70.15 –11.3 –28.7 –11.3
Choice Jpn Chance/Risk JP EQ LUX 06/30 JPY 77.89 –13.0 –24.9 –6.7
Choice NthAmChance/Risk US EQ LUX 06/30 USD 4.99 –4.5 –3.2 7.6
Ethical Europe Fd EU EQ LUX 06/30 EUR 2.38 –21.9 –28.4 –4.6
Europe 1 Fd EU EQ LUX 06/30 EUR 3.40 –21.8 –28.6 –4.5
Europe 2 Fd EU EQ LUX 06/30 EUR 1.13 –22.0 –28.7 –4.7
Europe 3 Fd EU EQ LUX 06/30 GBP 3.93 –16.5 –16.3 2.0
Global Chance/Risk Fd GL EQ LUX 06/27 EUR 0.68 –13.9 –22.7 –4.5
Global Fd GL EQ LUX 06/30 USD 2.66 –9.8 –11.9 4.6
Intl Mixed Fd -C- NO BA LUX 06/30 USD 31.32 –6.0 –4.7 6.1
Intl Mixed Fd -D- NO BA LUX 06/30 USD 22.10 –6.0 –4.7 7.5
Nordic Fd NO EQ LUX 06/30 EUR 6.26 –15.4 –22.1 2.7
Wireless Fd OT EQ LUX 06/30 EUR 0.14 –25.7 –26.7 –3.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 06/30 USD 7.30 –19.7 –11.4 11.2
Currency Alpha EUR -IC- OT OT LUX 06/30 EUR 10.58 3.6 3.5 NS
Currency Alpha EUR -RC- OT OT LUX 06/30 EUR 10.55 3.3 2.9 NS
Currency Alpha SEK -ID- OT OT LUX 06/30 SEK 102.59 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 06/30 SEK 99.82 NS NS NS
Generation Fd 80 OT OT LUX 06/30 SEK 8.14 –13.9 NS NS
Nordic Focus EUR NO EQ LUX 06/30 EUR 84.11 –15.0 NS NS
Nordic Focus NOK NO EQ LUX 06/30 NOK 83.94 NS NS NS
Nordic Focus SEK NO EQ LUX 06/30 SEK 84.77 –14.8 NS NS
Russia Fd EE EQ LUX 06/30 EUR 11.60 –4.5 7.4 NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 06/30 USD 1.31 –19.5 –11.3 12.8
Choice North America Eq. Fd US EQ LUX 06/30 USD 2.09 –14.1 –15.7 0.7
Ethical Global Fd GL EQ LUX 06/30 USD 0.97 –12.3 –16.1 2.1
Ethical Sweden Fd NO EQ LUX 06/30 SEK 36.76 –17.5 –26.9 –0.5
Europe Fd EU EQ LUX 06/30 USD 2.98 –16.1 –16.4 17.7
Global Equity Fd GL EQ LUX 06/30 USD 1.69 –10.3 –12.6 5.4
Index Linked Bd Fd SEK OT BD LUX 06/30 SEK 12.74 2.0 7.3 4.6
Medical Fd OT EQ LUX 06/30 USD 3.38 –12.2 –8.9 0.7
Short Medium Bd Fd SEK NO MM LUX 06/30 SEK 9.05 1.9 3.5 2.9
Technology Fd OT EQ LUX 06/30 USD 2.46 –13.8 –7.8 5.0
World Fd GL EQ LUX 06/30 USD 2.48 –7.4 –8.1 12.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/30 EUR 1.26 1.4 2.3 2.6
Short Bond Fd SEK NO MM LUX 06/30 SEK 21.39 2.0 3.6 3.0
Short Bond Fd USD US MM LUX 06/30 USD 2.47 0.8 3.0 3.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/30 SEK 10.17 –0.5 1.5 1.5
Alpha Bond Fd SEK -B- NO BD LUX 06/30 SEK 9.13 –0.5 1.5 1.5
Alpha Bond Fd SEK -C- NO BD LUX 06/30 SEK 25.49 –0.5 1.4 1.4
Alpha Bond Fd SEK -D- NO BD LUX 06/30 SEK 8.49 –0.5 1.4 1.4
Alpha Short Bd SEK -A- NO MM LUX 06/30 SEK 10.71 2.0 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 06/30 SEK 10.05 2.0 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 06/30 SEK 20.98 1.9 3.6 3.0
Alpha Short Bd SEK -D- NO MM LUX 06/30 SEK 8.72 1.9 3.6 3.0

Bond Fd EUR -C- EU BD LUX 06/30 EUR 1.20 –0.9 1.5 0.8
Bond Fd EUR -D- EU BD LUX 06/30 EUR 0.48 –0.9 1.5 0.8
Bond Fd SEK -C- NO BD LUX 06/30 SEK 37.68 –0.3 1.7 1.3
Bond Fd SEK -D- NO BD LUX 06/30 SEK 11.30 –0.3 1.7 1.3
Corp. Bond Fd EUR -C- EU BD LUX 06/30 EUR 1.16 –1.1 –1.1 –0.1
Corp. Bond Fd EUR -D- EU BD LUX 06/27 EUR 0.91 –0.8 –0.8 –0.1
Corp. Bond Fd SEK -C- NO BD LUX 06/30 SEK 12.00 –0.6 0.5 1.1
Corp. Bond Fd SEK -D- NO BD LUX 06/30 SEK 9.42 –0.4 0.7 1.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/30 EUR 96.11 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/30 EUR 96.07 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 06/30 SEK 98.60 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 06/30 SEK 909.13 NS NS NS
Flexible Bond Fd -C- NO BD LUX 06/30 SEK 19.98 1.2 2.6 2.6
Flexible Bond Fd -D- NO BD LUX 06/30 SEK 11.31 1.2 2.6 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 06/30 SEK 104.58 –1.5 –4.0 0.4
Global Hedge I SEK -D- OT OT LUX 06/30 SEK 95.58 –4.4 –6.8 –1.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/30 USD 2.90 –12.9 6.4 23.7
Eastern Europe Fd EE EQ LUX 06/30 EUR 3.21 –21.3 –24.4 7.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/30 SEK 25.25 –24.4 –30.3 0.6
Eastern Europe SmCap Fd EU EQ LUX 06/30 EUR 3.41 –18.4 –29.2 8.2
Europe Chance/Risk Fd EU EQ LUX 06/30 EUR 1320.53 –22.3 –28.6 –4.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 06/30 USD 22.21 –32.9 –12.6 24.6
Eq. Pacific A AS EQ LUX 06/30 USD 10.71 –22.7 –7.8 17.9

n SGAM Fund
Bonds CHF A CH BD LUX 06/30 CHF 25.91 –0.7 0.6 –0.4
Bonds ConvEurope A EU BD LUX 06/27 EUR 29.61 1.9 6.2 9.3
Bonds Eur Corp A EU BD LUX 06/27 EUR 21.43 –2.4 –2.6 –0.5
Bonds Eur Hi Yld A EU BD LUX 06/30 EUR 19.40 –8.5 –12.9 –2.8
Bonds EURO A EU BD LUX 06/30 EUR 36.39 –1.5 0.7 0.3
Bonds Europe A EU BD LUX 06/30 EUR 34.98 –2.2 –0.8 –0.2
Bonds US MtgBkSec A US BD LUX 06/27 USD 21.89 –13.2 –8.3 –1.9
Bonds US OppsCoreplus A US BD LUX 06/27 USD 31.71 0.7 6.7 5.5
Bonds World A GL BD LUX 06/30 USD 38.85 4.5 14.7 8.4
Eq. ConcentratedEuropeA EU EQ LUX 06/30 EUR 31.64 –21.6 –29.4 –6.6
Eq. Eastern Europe A EU EQ LUX 06/30 EUR 36.86 –16.3 –10.9 12.0
Eq. Equities Global Energy OT EQ LUX 06/30 USD 29.20 15.9 30.1 26.7
Eq. Euroland A EU EQ LUX 06/30 EUR 13.20 –23.6 –28.9 –5.6
Eq. Euroland MidCapA EU EQ LUX 06/30 EUR 24.55 –15.3 –26.8 –4.4
Eq. EurolandCyclclsA EU EQ LUX 06/30 EUR 21.00 –17.1 –18.8 2.1
Eq. EurolandFinancialA OT EQ LUX 06/30 EUR 13.56 –27.2 –35.5 –13.7
Eq. Glbl Emg Cty A GL EQ LUX 06/30 USD 11.73 –13.2 2.9 18.2
Eq. Global A GL EQ LUX 06/30 USD 32.44 –15.3 –17.5 –0.2
Eq. Global Technol A OT EQ LUX 06/30 USD 6.13 –13.5 –19.4 –2.3
Eq. Gold Mines A OT EQ LUX 06/30 USD 31.14 3.9 25.8 12.2
Eq. Japan A JP EQ LUX 06/30 JPY 1149.28 –13.2 –27.5 –10.7
Eq. Japan Sm Cap A JP EQ LUX 06/30 JPY 1338.54 –21.5 –38.6 –29.5
Eq. Japan Target A JP EQ LUX 06/30 JPY 1972.83 –2.6 –20.7 –9.0
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 06/30 GBP 12.78 –25.1 –31.3 –11.9
Eq. US ConcenCore A US EQ LUX 06/30 USD 23.56 –12.3 –9.4 –1.2
Eq. US Lg Cap Gr A US EQ LUX 06/30 USD 19.65 –2.3 0.6 6.2
Eq. US Mid Cap A US EQ LUX 06/30 USD 35.74 –8.7 4.1 9.4
Eq. US Multi Strg A US EQ LUX 06/30 USD 26.60 –7.6 –11.0 0.8
Eq. US Rel Val A US EQ LUX 06/30 USD 24.34 –14.9 –24.9 –5.6
Eq. US Sm Cap Val A US EQ LUX 06/30 USD 21.08 –15.5 –26.0 –9.2
Eq. US Value Opp A US EQ LUX 06/30 USD 22.63 –11.2 –22.1 –6.8
Money Market EURO A EU MM LUX 06/30 EUR 26.55 2.1 4.2 3.7
Money Market USD A US MM LUX 06/30 USD 15.55 1.6 4.1 4.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 05/31 USD 15.18 2.7 44.5 27.1
UAE Blue Chip Fund Acc AS EQ ARE 06/12 AED 12.43 4.9 38.9 22.0

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 07/01 EEK 188.64 –29.6 –39.1 –9.7
New Europe Small Cap EUR EE EQ EST 07/01 EEK 104.46 –25.1 –37.4 –4.2
Second Wave EUR EE EQ EST 06/11 EEK 226.52 –17.6 –14.4 14.4

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 07/01 JPY 13580.00 –19.0 –36.5 –16.3
YMR-N Japan Fund JP EQ IRL 07/01 JPY 14720.00 –15.4 –31.6 –10.0
YMR-N Low Price Fund JP EQ IRL 07/01 JPY 19703.00 –13.7 –30.7 –12.8
YMR-N Small Cap Fund JP EQ IRL 07/01 JPY 9630.00 –22.3 –40.8 –21.3
Yuki Mizuho Gen Jpn III JP EQ IRL 07/01 JPY 7523.00 –19.0 –32.4 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 07/01 JPY 8040.00 –17.2 –34.1 –16.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/01 JPY 10460.00 –16.5 –31.4 –13.6
Yuki Mizuho Jpn Gen JP EQ IRL 07/01 JPY 12542.00 –18.4 –34.9 –13.8
Yuki Mizuho Jpn Gro JP EQ IRL 07/01 JPY 9587.00 –22.3 –37.4 –17.3
Yuki Mizuho Jpn Inc JP EQ IRL 07/01 JPY 11947.00 –8.8 –28.4 –7.0
Yuki Mizuho Jpn Lg Cap AS EQ IRL 07/01 JPY 7746.00 –17.9 –31.4 NS
Yuki Mizuho Jpn LowP JP EQ IRL 07/01 JPY 15649.00 –13.6 –30.9 –12.3
Yuki Mizuho Jpn PGth JP EQ IRL 07/01 JPY 12556.00 –23.5 –34.3 –16.9
Yuki Mizuho Jpn SmCp JP EQ IRL 07/01 JPY 9552.00 –24.6 –40.7 –21.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/01 JPY 8086.00 –14.0 –29.7 –12.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/01 JPY 4279.00 –25.1 –48.7 –34.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 07/01 JPY 7306.00 –17.4 –31.1 –11.8
Yuki 77 General JP EQ IRL 07/01 JPY 9582.00 –16.6 –31.1 –11.2
Yuki 77 Growth JP EQ IRL 07/01 JPY 9652.00 –21.3 –36.7 –17.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/01 JPY 9783.00 –16.0 –34.6 –14.2
Yuki Chugoku Jpn Gro JP EQ IRL 07/01 JPY 8100.00 –19.7 –30.9 –12.0
Yuki Chugoku Jpn Inc JP EQ IRL 07/01 JPY 8102.00 –6.7 –23.0 –6.7
Yuki Chugoku JpnLowP JP EQ IRL 06/30 JPY 12386.00 –12.6 –29.9 –9.9
Yuki Chugoku JpnPurGth JP EQ IRL 07/01 JPY 7501.00 –14.3 –33.6 –12.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/01 JPY 10944.00 –14.9 –33.1 –12.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/01 JPY 7582.00 –14.0 –29.3 –10.4
Yuki Hokuyo Jpn Gro JP EQ IRL 07/01 JPY 6447.00 –19.8 –36.3 –17.4
Yuki Hokuyo Jpn Inc JP EQ IRL 07/01 JPY 7860.00 –6.8 –27.3 –8.6

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/01 JPY 8052.00 –17.0 –32.0 –12.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 07/01 JPY 7305.00 –18.2 –33.4 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/01 JPY 8112.00 –15.3 –34.4 –13.0

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 05/31 USD 154.51 –48.8 –24.1 11.7
788 China Smaller Cap OT OT CYM 05/30 USD 100.09 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 05/31 USD 107.33 –25.3 –4.6 6.7
788 Japan Fund Ltd OT OT CYM 05/31 USD 104.44 –15.6 –1.0 3.3

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 05/30 USD 54.02 –18.0 –12.7 –0.6

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 06/25 USD 1080.55 2.0 3.4 NS
AJR International B US EQ VGB 06/27 USD 181.07 1.9 3.2 13.0
Cambrian Asia Ltd. AS EQ VGB 06/25 JPY 9154.00 –6.2 NS NS
Cambrian Europe Ltd. EU EQ VGB 06/25 EUR 91.29 –12.7 NS NS
Cambrian Fund Ltd. A US EQ VGB 06/25 USD 762.12 –11.7 NS NS
Cambrian Fund Ltd. B US EQ VGB 06/25 USD 185.93 –11.7 NS NS
Rodinia Fund Ltd US EQ VGB 06/25 USD 140.52 –2.5 –4.2 NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 05/30 USD 1629.57 0.0 –0.5 5.4
CMA MultHdge Arbtrge OT OT CYM 05/30 USD 1916.14 –0.8 –0.2 5.2
CMA MultHdge Balncd OT OT CYM 05/30 USD 1393.19 –0.5 0.3 4.7
CMA MultHdge Growth OT OT CYM 05/30 USD 2055.29 4.1 4.5 7.1
CMA MultiHdge Lvrgd OT OT CYM 05/30 USD 1414.94 –1.0 –4.8 6.4

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 05/30 USD 1184.46 5.4 16.3 8.8

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/31 EUR 127.65 –1.5 1.4 5.3
D'Auriol Opp F3 EUR EU MM CYM 04/30 EUR 1292.82 –5.7 –4.0 –0.3

n HARMONY CAPITAL
email: Julie@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 05/30 USD 2142.69 –8.3 –12.1 1.8

Harmony Cap Ltd B EUR OT OT BMU 05/30 EUR 2064.98 –8.0 –12.4 0.6
Harmony Cap Ltd D USD OT OT BMU 05/30 USD 1231.02 –8.4 –12.5 1.3
Harmony Cap Ltd E EUR OT OT BMU 05/30 USD 1190.50 –8.1 –12.8 0.2
Harmony Cap Ltd F GBP OT OT BMU 05/30 GBP 1036.38 –7.7 –11.5 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 06/27 USD 1768.88 –0.7 17.7 15.9

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 05/30 EUR 179.68 –3.0 23.8 NS
Horseman EmMkt Opp USD GL EQ USA 05/30 USD 185.57 –3.1 25.4 NS
Horseman EurSelLtd EUR EU EQ GBR 05/30 EUR 198.77 10.7 19.7 24.1
Horseman EurSelLtd USD EU EQ GBR 05/30 USD 207.71 10.5 20.1 25.7
Horseman Glbl Ltd EUR GL EQ CYM 05/30 USD 402.17 7.2 19.4 27.1
Horseman Glbl Ltd USD GL EQ CYM 05/30 USD 402.17 7.2 19.4 27.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 05/30 GBP 1.61 –1.0 –1.8 5.0
Euro Absolute EUR OT OT GGY 05/30 EUR 2.25 –1.9 –3.4 3.0
Global Absolute OT OT GGY 05/30 GBP 1.14 1.7 5.6 8.4
Global Absolute USD OT OT GGY 05/30 USD 2.11 0.7 4.5 8.6

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 05/30 EUR 117.24 4.7 NS NS
Special Opp Inst EUR OT OT CYM 05/30 EUR 109.88 5.0 NS NS
Special Opp Inst USD OT OT CYM 05/30 USD 119.57 4.6 NS NS
Special Opp USD OT OT CYM 05/30 USD 118.46 4.4 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 05/30 EUR 143.97 1.7 6.8 11.3
GH Fund CHF Hdg OT OT JEY 05/30 CHF 123.66 0.8 3.4 6.6
GH Fund EUR Hdg OT OT JEY 05/30 EUR 133.85 1.4 5.2 8.5
GH Fund EUR Hdg (Non-V II) OT OT JEY 05/30 EUR 118.85 1.5 5.3 NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/30 EUR 133.85 1.4 5.2 8.5
GH Fund GBP Hdg OT OT JEY 05/30 GBP 146.25 2.2 7.1 10.4
GH Fund Inst EUR OT OT JEY 05/30 EUR 102.48 NS NS NS
GH Fund Inst JPY OT OT JEY 05/30 JPY 10153.52 0.0 NS NS
GH Fund Inst USD OT OT JEY 05/30 USD 119.25 1.6 6.6 10.8
GH FUND S EUR OT OT CYM 05/30 EUR 139.57 2.1 6.5 9.8
GH FUND S GBP OT OT CYM 05/30 GBP 144.48 2.6 8.1 11.4
GH Fund S USD OT OT CYM 05/30 USD 158.97 1.8 7.2 11.4
GH Fund USD OT OT GGY 05/30 USD 295.93 1.2 5.9 10.1
Hedge Investments OT OT JEY 05/30 USD 149.12 1.6 6.3 10.3
Leverage GH USD OT OT GGY 05/30 USD 153.10 0.4 5.2 13.1
MultiAdv Arb CHF Hdg OT OT JEY 05/30 CHF 111.79 –2.0 –4.0 2.8
MultiAdv Arb EUR Hdg OT OT JEY 05/30 EUR 120.08 –1.3 –2.3 4.5
MultiAdv Arb GBP Hdg OT OT JEY 05/30 GBP 130.30 –0.9 –1.3 5.7
MultiAdv Arb Inst USD OT OT CYM 05/30 USD 97.35 –1.4 NS NS
MultiAdv Arb S EUR OT OT CYM 05/30 EUR 126.44 –0.7 –1.1 6.0
MultiAdv Arb S GBP OT OT CYM 05/30 GBP 132.53 –0.3 0.3 7.5
MultiAdv Arb S USD OT OT CYM 05/30 USD 139.77 –1.2 –0.7 7.3
MultiAdv Arb USD OT OT GGY 05/30 USD 219.43 –1.7 –2.1 5.9

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 05/30 USD 131.73 –1.1 2.7 4.7
Asian AdbantEdge EUR OT OT JEY 05/30 EUR 112.28 –5.4 4.3 NS
Asian AdvantEdge OT OT JEY 05/30 USD 201.37 –5.8 5.4 9.1
Emerg AdvantEdge OT OT JEY 05/30 USD 195.40 –5.6 5.8 9.8
Emerg AdvantEdge EUR OT OT JEY 05/30 EUR 112.93 –5.3 4.4 NS
Europ AdvantEdge EUR OT OT JEY 05/30 EUR 141.57 –0.7 –2.1 3.4
Europ AdvantEdge USD OT OT JEY 05/30 USD 147.67 –1.2 –1.9 4.7
Japan AdvantEdge JPY OT OT JEY 05/30 JPY 9055.78 –3.5 –3.8 –10.0
Japan AdvantEdge USD OT OT JEY 05/30 USD 104.26 –2.9 –0.4 –5.7

Lvgd Alpha AdvantEdge OT OT JEY 05/30 USD 139.18 –4.1 –0.2 2.8
Trading AdvantEdge OT OT GGY 05/30 USD 145.78 8.4 22.9 16.8
Trading AdvantEdge EUR OT OT GGY 05/30 EUR 132.03 8.1 21.0 14.6
Trading AdvantEdge GBP OT OT GGY 05/30 GBP 137.67 9.4 23.6 16.9
US AdvantEdge OT OT JEY 05/30 USD 128.92 2.0 5.4 6.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/26 EUR 259.41 1.4 4.1 5.3
Integrated Cash Dyn EUR OT OT CYM 05/30 EUR 101.53 0.7 1.8 3.6
Integrated Dir Trading EUR OT OT CYM 05/30 EUR 108.80 6.2 16.0 10.5
Integrated Emg Markets EUR OT OT CYM 05/30 EUR 99.29 –5.5 1.2 4.4
Integrated European EUR OT OT CYM 05/30 EUR 152.29 2.5 –0.9 3.2
Integrated Event Driven EUR OT OT CYM 05/30 EUR 107.36 0.1 2.2 8.7
Integrated Lg/Sh Sel F EUR OT OT CYM 05/30 EUR 99.87 –0.1 2.3 7.7
Integrated Lg/ShEqA EUR OT OT IRL 05/30 EUR 115.46 –1.9 0.0 5.0
Integrated MultSt B EUR OT OT VGB 05/30 EUR 140.36 0.6 3.8 5.9
Integrated Relative Value EUR OT OT CYM 05/30 EUR 99.23 –1.2 –0.5 4.6

n KEY ASSET MANAGEMENT (UK) LIMITED
Tel: +44 207 0166200 rmurray@keyhedge.com
Key Asia Hldgs, Inc. OT OT VGB 06/20 USD 235.12 –6.7 –5.6 3.2
Key Europe, Inc. EU EQ VGB 06/20 EUR 202.61 –1.8 NS NS
Key Global, Inc. GL EQ VGB 06/13 USD 691.46 –1.1 NS NS
Key Hedge Fund, Inc. OT OT VGB 06/20 USD 436.64 –1.9 NS NS
Key Recovery Fd Ltd. OT OT CYM 06/20 USD 177.11 –2.9 –2.5 5.5
KeyGblEmgMkts, Inc. GL EQ VGB 06/20 USD 587.33 –9.5 NS NS

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 05/31 EUR 2210.25 0.3 4.2 8.6
KBL SPOP Investing OT OT LUX 05/31 USD 2134.08 0.0 4.8 9.9
KBL SPOP Long/Short Eq OT OT LUX 05/31 USD 618.27 –6.7 6.3 NS
KBL SPOP Long/Short Eq OT OT LUX 05/31 EUR 610.61 –6.1 6.0 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 06/27 USD 743.67 –10.6 –6.6 –2.4
Antanta MidCap Fund EE EQ AND 06/27 USD 1737.19 –4.1 19.8 26.8
Meriden Opps Fund GL OT AND 06/25 EUR 106.49 –5.0 NS NS
Meriden Protective Div GL EQ AND 06/23 EUR 74.83 –7.8 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 05/30 USD 1482.79 0.0 4.0 8.9

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 06/27 USD 17.03 –1.7 –9.5 –0.8

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 06/16 USD 4121.59 1.2 NS NS
Star Fund Ltd Inv GL BD BHS 06/16 USD 2841.88 7.1 NS 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 06/24 USD 71.20 49.5 38.1 24.6
Superfund GCT USD* GL EQ LUX 06/24 USD 3380.00 39.3 25.1 18.5
Superfund Gold A (SPC) GL OT CYM 06/24 USD 1167.97 32.9 NS NS
Superfund Gold B (SPC) GL OT CYM 06/24 USD 1347.61 43.9 NS NS
Superfund Q-AG* OT OT AUT 06/24 EUR 8222.00 27.2 22.4 16.6

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 05/30 USD 169.35 2.7 10.3 13.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 05/30 EUR 1344.20 7.4 18.4 13.6
Winton Evolution GBP GL OT VGB 05/30 GBP 1317.51 8.0 20.3 15.1
Winton Evolution JPY GL OT VGB 05/30 JPY 120720.52 5.1 14.3 NS
Winton Evolution USD GL OT CYM 05/30 USD 1316.20 7.3 19.2 14.9
Winton Futures EUR GL OT VGB 05/30 EUR 190.72 12.4 25.2 18.6
Winton Futures GBP GL OT VGB 05/30 GBP 204.10 13.2 27.5 20.5
Winton Futures JPY Lead Series 2 GL OT VGB 05/30 JPY 13957.32 10.9 21.8 15.7
Winton Futures USD GL OT VGB 05/30 USD 681.53 12.4 26.4 20.1

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 06/20 EUR 152.21 7.5 14.9 6.9
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 06/20 USD 324.38 8.2 17.9 9.4
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/25 USD 1598.74 0.4 NS NS NS NS

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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