
The ECB raised its key rate a
quarter point to 4.25%, and the
central bank’s president said he
had “no bias” about further in-
creases while keeping his op-
tions open. Markets pushed
back expectations of another in-
crease, and the euro fell sharply
against the dollar. Pages 1, 18

n Oil prices rose to a record
$145.29 a barrel, as producers
and consumers blamed each
other. The global inflation threat
is serious, Paulson said. Pages 1, 2

n WPP raised its bid for mar-
ket-research firm TNS, which
plans to merge with Germany’s
GfK, to $2.15 billion. Page 2

n GE plans to turn Walter En-
gines of the Czech Republic into
a turboprop competitor of arch-
rival Pratt & Whitney. Page 5

n Vodafone agreed to buy a
controlling stake in Ghana Tele-
com from the country’s govern-
ment for $900 million. Page 6

n U.S. blue chips rose but Nas-
daq shares fell in a preholiday
session Thursday. Stocks rose in
Europe after the ECB signaled no
bias for more rate rises. Page 18
n U.S. payrolls shrank for a
sixth straight month in June.
Some are advocating additional
stimulus measures. Page 3, 10

n Sweden sold property firm
Vasakronan to Fastigheter for
$6.88 billion, continuing its
privatization drive. Page 6

n A French judge ordered Conti-
nental and five people to stand
trial for alleged manslaughter re-
lated to a Concorde crash. Page 5

n Publicis agreed to buy New
York public-relations firm Kekst
for an undisclosed price. Page 8

n India’s Mahindra remains bull-
ish about entering the U.S. mar-
ket in 2009 despite the collapse
of truck and SUV sales. Page 8

n Yahoo has picked up talks
with Time Warner over a com-
bination involving AOL. Page 4

n China is toughening capital
controls with a new system for
monitoring funds brought into
the country by exporters. Page 22

Betancourt’s rescue sparks
criticism of Sarkozy tactics

Oil hits $145
as supply fears
push up prices

The Colombian military’s dar-
ing rescue of Ingrid Betancourt
and 14 other hostages is a blow
to the diplomacy championed
by France and Venezuela in deal-
ing with the leftist rebels, and a
vindication of Colombian leader
Uribe’s get-tough approach. In
France and across Europe,
meanwhile, people celebrated
Betancourt’s release. Page 1

n Some 200 supporters of Zim-
babwe’s opposition sought ref-
uge at the U.S. Embassy in Ha-
rare, amid new reports of vio-
lence against political dissenters.
Two women who led anti-Mu-
gabe protests were granted bail.

n France will build a second of
its new-generation nuclear reac-
tors, saying fossil fuels have be-
come too expensive. Page 10

n The Bush administration is
working with Obama and
McCain to prevent the transfer
of power in January from dis-
rupting U.S. security. Page 10
n McCain shook up his presiden-
tial campaign organization for
the second time in a year, in a
bid to sharpen its focus. Page 11

n China demanded the Dalai
Lama prove he doesn’t support
Tibetan independence and dis-
ruption of the Olympics, during
talks with the spiritual leader’s
envoys, state media reported.
n Jude Shao, a U.S. citizen ar-
rested 10 years ago in Shang-
hai on charges of tax evasion,
was freed on parole. Page 10

n Israel should cut off outlying
Arab neighborhoods from Jeru-
salem, the vice premier said, a
day after a Palestinian went on
a rampage in the city center.

n Turkey’s deputy premier de-
fended the ruling party in court
against charges it is steering
the nation toward Islamic rule.

n The Indian government’s bid
to secure support for a civilian
nuclear deal with the U.S. stalled
when a key regional party
asked for more time to decide.

n Poland and the U.S. reached
a tentative deal to place 10 mis-
sile interceptors in Poland as
part of a global defense shield.

n The U.S. extended the combat
tour of 2,200 Marines in south-
ern Afghanistan by a month.

n An explosion killed a local po-
lice chief in the breakaway Geor-
gian region of South Ossetia.

ECB raises rate as Trichet
quells talk of more moves
Inflation ‘worrying,’
growth unflattering;
sharp fall in services

Step up
The European Central Bank raised
its key interest rate to 4.25% from 
4%, as widely expected

Source: European Central Bank via
Thomson Reuters Datastream
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Editorial&Opinion

The daring rescue of Ingrid Bet-
ancourt and 14 other hostages held
by Colombia’s guerrillas is a blow to
the diplomacy championed by
French President Nicolas Sarkozy

and Venezuela’s Hugo Chávez in
dealing with the rebels and a vindi-
cation of Colombian President Ál-
varo Uribe’s get-tough approach.

Thursday, Ms. Betancourt, a
former Colombian presidential can-
didate and the most high-profile of
the hostages, got to see her two chil-
dren for the first time in six years af-

ter the pair flew in from France,
where they live. Scenes of her hug-
ging the children, Lorenzo, 19 years
old, and Mélanie, 22, were broad-
cast live on Colombian and French
television.

“It was because of them that I
kept up my will to get out of that jun-
gle,” she said, fighting back tears.
She said her children would soon
get tired of her because she would
stick to them “like chewing gum.”

Ms. Betancourt, who was seized
by the Revolutionary Armed Forces
of Colombia in early 2002 and re-
leased by an undercover military op-
eration Wednesday, also visited the

Please turn to page 3

Ingrid Betancourt, center, was reunited with her children in Bogota Thursday. “It
was because of them that I kept up my will to get out of that jungle,” she said.

Happy Fourth
As America celebrates its birth,
rumors of its imminent decline
are exaggerated. Page W10
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Winemakers hunt for old
varietals in northern Italy
WEEKEND JOURNAL | PAGES W6-W7

Churches work on their
message to win followers
ON OTHER FRONTS | PAGE 28

By Joellen Perry

FRANKFURT—The European
Central Bank raised its key interest
rate by a quarter of a percentage
point to 4.25% Thursday, as its presi-
dent suggested a series of rate in-
creases was unlikely even as he
strove to keep his options open.

The ECB’s decision to boost its
key rate, its first interest-rate move
in more than a year, was expected.
In a news conference after the deci-
sion, ECB President Jean-Claude
Trichet swatted down speculation
about further increases, saying,
“Starting from here, I have no bias.”

The comments suggest that pol-
icy makers believe the present level
of rates is sufficient to contain cur-
rent price pressures, and that incom-
ing data on both growth and infla-

tion will determine their next inter-
est-rate move.

Many analysts had expected Mr.
Trichet to signal a more aggressive
interest-rate trajectory, so market
expectations of future interest-rate
increases fell after his comments.

Markets, which before the news con-
ference had expected a quarter-
point interest rate increase by Octo-
ber, pushed back expectations of a
second increase to January.

The euro fell in tandem, drop-
ping to $1.5697 in New York from
$1.5880 late Wednesday. Higher in-
terest rates can attract investors to
a currency.

European shares gained Thurs-
day as investors, particularly in Eu-
ropean commercial banks, priced in
the possibility that Thursday’s inter-
est-rate increase could be the last
for a while.

Surging food and oil prices are
buffeting central banks globally. In
recent weeks, U.S. Federal Reserve
policy makers have ratcheted up
their anti-inflation rhetoric. How-
ever, because the U.S. economy re-
mains fragile, the Fed is not ex-
pected to raise its key rate from its
current 2% until later this year, un-
less the inflation outlook deterio-
rates considerably.

Sweden’s Riksbank raised its key
Please turn to page 3

By David Luhnow in Bogotá and
David Gauthier-Villars in Paris

Money & Investing > Page 17

By Guy Chazan

Oil soared to a record Thursday
and appeared to have further to
climb as supply concerns and fears
of a blow-up with Iran intensified.

Meanwhile, a much-vaunted
gathering of oil executives ended in
Madrid without consensus on how
to calm the market. Instead, produc-
ers and consumers blamed each
other for oil prices that have dou-
bled in the past year.

Crude-oil futures hit $145.85 a
barrel on the New York Mercantile
Exchange during intraday trading
Thursday, before falling back to
close at a record $145.29, for a gain
of 1.2%, or $1.72. But expectations
are high that prices could reach $150
in the near term, promising more
grief for consumers. Traders cite ru-
mors that Israel may be preparing to
attack Iran’s nuclear facilities, poten-
tially threatening traffic from the
Gulf through the Strait of Hormuz.

Adding fuel to the fire, Alexei
Miller, chief executive of Russia’s
gas giant OAO Gazprom, said Euro-
peans would soon have to pay much
more for imports of natural gas.
Mr. Miller, who last month pre-
dicted oil would shoot up to $250 a
barrel in the near future, said Rus-
sian gas would be sold in Europe for
$500 per thousand cubic meters by
the end of the year—about a fifth
more than the current price.

In Madrid, battle lines were
drawn between ministers from the
Organization of Petroleum Export-
ing Countries and the bosses of ma-
jor western oil companies as the

Please turn to page 3

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 11288.54 +73.03 +0.65
Nasdaq 2245.38 -6.08 -0.27
DJ Stoxx 600 283.08 +2.39 +0.85
FTSE 100 5476.6 +50.3 +0.93
DAX 6353.74 +48.32 +0.77
CAC 40 4343.99 +47.51 +1.11

Euro $1.5711 -0.0155 -0.98
Nymex crude $145.29 +1.72 +1.20
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Many paths to heaven
Though Americans overwhelmingly believe in God and feel connected to specific religious traditions, a 
new survey by the Pew Forum on Religion & Public Life, covering 36,000 interviewees nationwide, found 
that they’re fairly flexible about matters of doctrine.

Source: Pew Forum on Religion & Public Life

Number of leaves represents 
each group’s share of the total 
U.S. population

Percentage of adults in
each faith group that 
agrees many religions 
can lead to eternal life

Agrees Disagrees

No data or the question 
does not apply
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Other 
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Dispatch / By Stephanie Simon and Suzanne Sataline

I
T HAS LONG been a challenge
for Christian pastors: To
spread the gospel, they must
welcome nonbelievers with-
out judgment. Yet they must

also make clear that there is but one
true path to salvation—the path
they teach.

As the Rev. Mark Roessler of Tuc-
son, Ariz., put it: “The church itself
hastoberealinclusive—‘Y’allcome!’—
but real exclusive on how you get to
heaven.”

Tensions about how to achieve
thatbalancehaveflaredinthepastde-
cade with the growth of “seeker
friendly”churchesthatemphasizein-
clusiveness—in part by going easy on
the Scripture, with sermons as likely
to quote Hollywood as the Gospel.

Conservative pastors raised
fresh concerns about the seeker-
friendly approach with the recent re-
lease of a massive survey by the Pew
Forum on Religion and Public Life.
The survey, widely promoted as an
authoritative overview of religious
values in the U.S., found that Ameri-
cans believe deeply in God. But
when it comes to doctrine, Ameri-
cans are strikingly flexible.

Some 70% agreed with the state-
mentthat“many religionscan leadto
eternal life.” That includes 57% of
evangelicals, who traditionally put
great emphasis on the Christian
teaching that a personal relationship
with Jesus is required for salvation.

Another surprise: Nearly 70% of
Americans, including 53% of evan-
gelicals, told pollsters that “there is
more than one true way to interpret
the teachings of my religion.”

What does this all mean? Well, it
could mean the survey is flawed. Re-
spondents had to pick from a multi-
ple-choice menu; there was no room
for nuance or qualification. Also, the
terms may have been vague: If Bap-
tists agree that “many religions can
lead to eternal life,” are they thinking
of Buddhists and Muslims, or fellow
Christians—Methodists, maybe?

Another potential flaw: Only a
quarter of the people contacted for
the Pew survey answered the ques-
tions. Robert Wuthnow, director of
the Center for the Study of Religion
at Princeton University, called the
methodology “sloppy” for that rea-
son. “Results from any survey with
only a 24% response rate need to be
considered with extreme caution,”
Mr. Wuthnow said.

PewresearchfellowGregorySmith
said the rate was “not out of line” with
other respected national polls.

Despite the critiques, many con-
servative Christian pastors accept
the broad conclusions of the Pew
study, because the poll’s findings
mirror trends they have been ob-
serving with alarm for years.

“Most individuals think the truth
can be what they want it to be,” said
the Rev. R. Albert Mohler Jr., presi-
dent of the Southern Baptist Theo-
logical Seminary and a leading voice
on the religious right. “That repre-
sents a tremendous challenge.”

Catholic priests, too, face a great
challenge in retaining and strength-
ening their parish memberships.
The Pew study found that about 10%
of Americans have left the Roman
Catholic Church; dioceses are exper-
imenting with ways to keep young
professionals, Hispanics and immi-
grants, among others, from straying
to Protestant churches.

In the Protestant community, tra-
ditionalists object to much about

the new wave of seeker-friendly
churches: the permissive dress code—
not only jeans, but shorts and flip-
flops are often OK. The “messages”
(never sermons) jazzed up with
video clips and hard-rocking nine-
piece “praise bands.” The Starbucks
cart that often sits in the lobby (and
the fact that worshippers can take
their nonfat lattes into the pews).
Their biggest concern, however, is
with the spiritual teachings.

Most seeker-friendly churches—
some of which can draw tens of thou-
sands of worshippers—are firmly
rooted in Christianity. They offer
weekly Bible-study classes and
make clear in their statement of
faith that Jesus is the only way to
heaven. But the sermons tend to be
buoyant, hip and dedicated to self-
help themes, rather than theology.

More conservative, traditional-
ist pastors say that approach opens
the door to a mushy secularism, or a
la carte theology, in which worship-
pers pick and choose from the mes-
sages they find most helpful, with-
out ever understanding that Chris-
tianity requires obedience to cer-
tain inflexible principles.

James Nieman, a professor of
practical theology at Hartford Semi-
nary, describes the clashing philoso-
phies this way: A seeker church
teaches general “morals for good
stewardship and safe living,” he
said, while the more conservative
approach is to instruct followers to
“Believe the following things about
Scripture.”

ScotMcKnight,aprofessorofreli-
gious studies at North Park Univer-
sity in Chicago, attends a seeker-
friendly megachurch—and says the
stereotype is far from accurate. A
worship service can be inviting and
engaging without being superficial,
he said, adding that “shallow Chris-
tians” exist in every church. Yet his
pastors at Willow Creek Community
Church recently concluded after an
internal study that they were more
successful at attracting and pleasing
new members than in guiding com-
mitted Christians to a deeper under-
standing of their faith. The church
has begun an intensive midweek
course in theology and Scripture.

The Rev. Ken Baugh, who leads a

California megachurch, also plans
to put more emphasis on scriptural
understanding in a series of ser-
mons and Bible studies this fall. He
doesn’t think he has slighted the
Gospel in the past by sprinkling his

sermons with pop-culture refer-
ences, such as an imagined dialogue
between Jesus and teen pop star Mi-
ley Cyrus. But the Pew study rein-
forced what Mr. Baugh had already
come to believe: “We as a church

have let [Christians] down.” Mr.
Baugh added: “I feel a great respon-
sibility to equip them better.”

This renewed determination to
bring the flock more firmly into the
fold raises other questions. If pas-
tors hammer home the message
that theirs is the one true path, will
that encourage prejudice and intol-
erance—“will it necessarily bring
more finger-pointing attacks?”
asked Robert Millet, who teaches
Mormon doctrine at Brigham Young
University in Utah.

Also, is it even possible, in the
age of Google, to clamp a lid on spiri-
tual exploration? Americans are ac-
customed to second-guessing their
doctors, their financial advisers and
their daily newspaper by research-
ing topics online. “So why should
they trust their eternal existence to
the clergy?” asked Doug Wead, who
advised President George H.W. Bush
on evangelical outreach.

The Rev. Mark Dever considers
such questions beside the point. He
takes pride in giving what he calls
“sermons for adults”—dense with
Scripture, lasting as long as an
hour—in a stripped-down service at
Capitol Hill Baptist Church in Wash-
ington, D.C. He says he doesn’t feel
alarm that many Christians see
other faiths as equally valid. “Jesus
promised the church will win,” Mr.
Dever said. “So there’s no crisis.
He’s going to win.”

Churches juggle inclusion with interpretation
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By Aaron O. Patrick

LONDON—Ad firm WPP Group
PLC has increased its bid for Taylor
Nelson Sofres PLC to £1.08 billion
($2.15 billion), in an aggressive
move that could put the U.K.-based
market-research firm within its
grasp.

Chief Executive Sir Martin Sor-
rell held meetings with TNS share-
holders Thursday to build support
for the offer, his fourth in three
months, after the TNS board re-
jected his latest advance.

TNS Chairman Donald Brydon
struck a defiant tone, saying Sir Mar-
tin was merely trying to derail TNS’s
plans to merge with German rival
GfK AG, because of concerns it would
be a stronger competitor to WPP.
Buying TNS would make WPP the
largest marketing company in the
world by revenue, putting it ahead of
U.S. rival Omnicom Group Inc.

“I am not running an auction,”
said Mr. Brydon. “With all this end-
less grinding and no serious offer I
get to the conclusion that he wants
to screw us up.”

The suggestion WPP’s bid is de-
signed only to stop the TNS-GfK

merger is “dreamsville,” Sir Martin
said.

WPP’s latest offer values TNS at
£2.60 a share, and comprises £1.73
cash and 0.1889 WPP share for ev-
ery TNS share. TNS shares closed up
8% at £2.43 in London on Thursday.

Some analysts previously said
WPP should pay £3 for TNS, but fall-
ing share prices in recent weeks
have reduced the value of most ad-
vertising companies. Gareth
Thomas, an analyst at broker Collins
Stewart, wrote in a note Thursday
that the WPP offer “represents an ex-
cellent deal for TNS shareholders.”

With financing in place, Sir Martin
appears to be preparing to make a bid
directly to shareholders at or slightly
above his latest offer by Wednesday
morning, the bid deadline set by the
U.K. Takeover Panel. During a lunch at
the London offices of Merrill Lynch &
Co. Thursday, Sir Martin indicated he
would launch a hostile bid if TNS
didn’t cooperate, one shareholder
present said. A WPP spokesman said
a hostile bid is an option.

Still, there is no guarantee a fur-
ther bid will be made. “We can walk
away,” Sir Martin said.

TNS has agreed to a nil-premium
stock merger with the Nuremberg-
based GfK, arguing the two compa-
nies can achieve large cost savings
by combining. TNS shareholders
are scheduled to vote on the deal
July 18.
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Paulson sees cloudy skies
U.S. Treasury chief
ends European tour
citing inflation risks

U.S. Treasury Secretary Henry Paulson, right, with U.K. counterpart Alistair Darling,
said the U.S. economy would most likely be stronger at the end of the year.
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By Laurence Norman

LONDON—U.S. Treasury Secre-
tary Henry Paulson ended a four-day
European visit with a warning that
the near-term economic outlook re-
mains difficult and the global infla-
tion threat is serious.

Days ahead of the Group of Eight
leaders’ summit in Japan, Mr. Paul-
son, after a meeting with British Chan-
cellor of the Exchequer Alistair Dar-
ling, said high oil prices represent a
“strong headwind” for the U.S. econ-
omy and are likely to prolong its slow-
down. Mr. Paulson’s trip also in-
cluded visits to Russia and Germany.

On Thursday, the front-month
crude-oil contract ended at a record
$145.29 a barrel, up $1.72, on the New
York Mercantile Exchange.

The Treasury secretary said the
U.S. is facing a “tough” period, with
thecreditcrunchandthehousingmar-
ket’s woes also weighing on the econ-
omy. The U.S. economy grew at an an-
nual rate of just 1% in the first quarter,
and some economists say there is a
risk of recession. The U.K. and euro-
zone economies also are showing in-
creasing signs of strain.

On Thursday, Markit Economics
said the euro zone’s Purchasing Man-

agers Index for the services sector
contracted in June for the first time
in five years. The U.K. services PMI
showed a larger-than-expected drop
in June, and data earlier this week
showed house prices fell sharply.

Mr. Darling insisted the U.K. will
avoid a recession, although he ac-
knowledged “the rate of growth will
be slower” this year. He also warned
that “it’s of the utmost importance
that we do not allow inflation to be-
come entrenched in the U.K. again.”

U.K. inflation, as measured by the
consumer-price index, hit an annual
rate of 3.3% in May, the highest rate
since 1992.

In an interview Thursday with the

British Broadcasting Corp., Mr. Paul-
son said that while core inflation re-
mainedcontainedinthe U.S., inflation
had become a “huge problem” glo-
bally, especially in emerging econo-
mies like Russia and China.

In an effort to combat surging
prices, the European Central Bank on
Thursday raised its benchmark refi-
nancing rate to 4.25% from 4%.

Mr. Paulson also called for an ex-
pansion of regulatory powers to en-
sure the failure of a nonbank financial
institution doesn’t threaten the
whole financial system.
 —Adam Bradbery and

Tom Barkley
contributed to this article.
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Endeavour Capital LLP is a Lon-
don hedge-fund manager, not En-
deavor Capital as the firm’s name
was misspelled in a Money & Invest-
ing page headline on Thursday.

Construction spending in April
in the U.S. was initially estimated by
the government at $1.12 trillion at
an annual rate. In some June 3 edi-
tions, an Economy & Politics page ar-
ticle incorrectly said the initial esti-
mate was $1.12 billion.
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By Sky Canaves

Hong Kong

F
IVE weeks before the
Olympic Games kick off
in Beijing, China already
has a new sports hero:
tennis star Zheng Jie.

Ms. Zheng, dubbed the “golden
flower” by China’s media, became
the first Chinese player to play in a
Grand Slam singles semifinal when
she competed against Serena Will-
iams at Wimbledon. Ms. Williams
won 6-2, 7-6.

In China, Ms. Zheng’s recent
grass-court victories—she beat
world No. 1 Ana Ivanovic on Satur-
day—and her pledge to donate her
share of the prize money to earth-
quake relief efforts have made her
something of an icon. One recent
headline on a popular Chinese Web
site, Sina.com reads: “Zheng Jie
makes the world remember Si-
chuan once again!!!!!”

With less than 40 days before
the Olympic Games kick off in
Beijing, Ms. Zheng’s success is a
piece of good news in a year that’s
been beset by troubles for China, in-
cluding riots in Tibet, an interna-
tional torch relay marred by pro-
tests and the May 12 Sichuan earth-
quake. Ms. Zheng’s hometown is
Chengdu, Sichuan’s provincial capi-
tal, where her family still lives, and
she started her sports career at the
city’s tennis academy.

In a country where tennis still

lags in popularity behind basket-
ball and soccer, Ms. Zheng could
draw new fans to the sport, much as
the success of Houston Rockets cen-
ter Yao Ming sharply boosted the
country’s interest in basketball. An
estimated 100 million Chinese
tuned in Tuesday to watch her de-
feat the 18th-seed Nicole Vaidisova.

“There’s nothing that sparks in-
terest in a country more than the
success of a domestic player on the
international stage,” says Larry
Scott, chief executive of the Wom-
en’s Tennis Association, also
known as the Sony Ericsson WTA
Tour. The sport’s popularity in
China “has been building over the
last few years, but Zheng Jie’s suc-
cess will take [it] to unseen new
heights.”

Before Saturday, when the wild-
card Ms. Zheng, ranked 133rd in the
world, stunned the tennis world by
beating Ms. Ivanovic, Ms. Zheng
was known as a specialist at dou-
bles, an event that receives far less
attention than singles tennis.
Though she claimed two Grand
Slam doubles titles with longtime
partner Yan Zi in 2006, Ms. Zheng
faded back into relative obscurity
after an ankle injury kept her on the
sidelines for much of last year. She
saw her singles ranking, once as
high as 27, drop to 133.

Ms. Zheng is fueling China’s
hopes that she will win a singles
medal at the Beijing Olympics,
where she is also expected to play
doubles with Yan Zi.

Ms. Zheng began playing tennis
at age 7 after watching her older sis-
ter take to the sport. “I was a mis-
chievous child, so my parents
thought the sport would be good
for my healthy development,” she

says. She enrolled in the
Chengdu Tennis Acad-
emy and joined the
provincial team after
graduating in 2000.
Since turning profes-
sional in 2003 she
has trained in
Beijing.

Chinese tennis play-
ers are groomed under
a state training system,
and obligations to play on the do-
mestic circuit means few players
compete outside of China before
they reach their early twenties.
“Chinese players still don’t have as
much exposure to international
competition at an early age as play-
ers in other countries because
things are tightly controlled by the
Chinese Tennis Association, but it
is gradually breaking down,” says
the WTA’s Mr. Scott. Still, athletes
such as Ms. Zheng are required to
turn over as much as 65% of their
earnings to state sports authori-
ties.

Last year, she was in the spot-
light when her team of state
coaches refused to let her pull out
of the French Open with an injured
left ankle. The Chinese media specu-
lated that continued play could ag-
gravate her injury, concerns that
were brushed aside by one of her
coaches, who said the injury was ex-
aggerated, according to state news
agency Xinhua.

Ms. Zheng spent seven months
away from tennis after the French
Open. “It was such a difficult pe-
riod, I couldn’t even run,” she says.
She focused on weights and swim-
ming. She says the ordeal made her
a better player both physically and
mentally. “Compared to before, I

am certainly stronger,” she
says, “and now I think my char-
acter is better suited to playing
tennis as well.”

Back in the game at Wimble-
don, observers have noted the

changes in Ms. Zheng’s
playing style. At 165.1 centi-

meters she is small com-
pared with many of today’s
top women. Instead of size,
Ms. Zheng offers speed,

swift half-volleys and
balls that are harder to

reach, with an im-
proved serve that
can hold its own. A

spokesman from
the China Tennis As-

sociation, the coun-
try’s governing body

for the sport, refers to
her style as “an iron fist

in a velvet glove.”
Ms. Zheng credits her

husband, Zhang Yu, a
former member of China’s

national team, for helping
her to achieve her re-

cent success. Mr.
Zhang has been her
primary singles
coach since her in-
jury last year.

“He has really
encouraged me

through all the diffi-
cult times, all the way

to today,” she says.
 —Juliet Ye

contributed to
this article.
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Zheng Jie at the
Wimbledon match
Thursday. She lost to
Serena Williams.

By Walter S. Mossberg

Sales of Apple’s Macintosh com-
puters have been growing much
faster than PC sales overall, with
many new Mac buyers switching from
years of using Windows computers.
For that reason, every month I get
emails from readers asking about the
differences in using the Windows and
Macintosh operating systems.

While the Windows and Mac
user interfaces are broadly similar,
they do have subtle variations in

day-to-day use that
require some re-ed-
ucation for switch-
ers. And because
there are so many

fewer Mac users than Windows us-
ers, help from friends and co-work-
ers can be harder to obtain than it is
for people switching the other way,
to Windows from Mac.

So, here’s a quick tip sheet ex-
plaining a few of the most common
differences in the daily use of Win-
dows XP, from which most people
would be switching, and Apple’s

Mac OS X Leopard, which switchers
would be adopting.

This column isn’t an argument
for making the switch to a Mac,
merely an attempt to help those
who have done so, or who are consid-
ering doing so. Of course, all Macs
currently sold can run Windows and
Windows programs concurrently
with the Mac operating system. But
this guide is for folks who intend to
use their Macs primarily with Leop-
ard, not Windows.

Menu Bars: In Windows, each
program typically has its own menu
bar. On the Mac, there’s a single
menu bar at the top of the screen
that changes, depending on which
program you are actively using.

Task Bar: The equivalent of the
Windows XP Task Bar on the Mac is
the Dock. Unlike the Task Bar, which
primarily holds icons representing
open windows, the Mac Dock prima-
rily holds icons of programs you use
most often. To place a program onto
the Dock, you just drag its icon
there. To remove it, you just drag its
icon off the Dock and it disappears

in a puff of animated smoke.
Start Menu: There is no Start

Menu on a Mac. Its functions are di-
vided between the Dock and the Ap-
ple menu at the upper left of the
Mac screen.

Control Panel: The Mac equiva-
lent of the Windows Control Panel is
called System Preferences, and it
can be launched from either the
Dock or the Apple menu.

Keyboard shortcuts: Common
Windows keyboard commands,
such as Ctrl-S for Save, Ctrl-P for
Print, and many others, are also
available on the Mac. However, in-
stead of using the Control key, they
use the Mac’s Command key, which
bears either a cloverlike symbol or
an Apple logo. So, on the Mac, for in-
stance, Command-S is for Save.

Quitting programs: In Win-
dows, you can quit a program by
clicking on the red “X” in a square at
the upper right corner of the win-
dow you’re using. But on the Mac, if
you click on the equivalent but-
ton—a red “X” in a circle in the up-
per left corner—you are merely clos-

ing the window, not quitting the pro-
gram. To quit the program, you
must either select Quit from the left-
most menu or press the Command
and “Q” keys together.

Maximizing windows: When
you click on the blue maximize but-
ton in Windows XP, the window you
are viewing occupies the whole
screen. In Leopard, the equivalent
button—a green circle at the upper
left—increases a small window’s
size to a footprint deemed optimal
for its contents, which isn’t always
the whole screen.

Switching programs: One com-
mon way to switch among running
programs in Windows XP is to press
Alt and Tab together. This displays
icons of each running program and
allows you to switch among them.
On a Mac, the same trick can be per-
formed by pressing the Command
and Tab keys together. The Mac also
has a terrific feature called Expose,
which shows every open window at
once, in miniature form, so you can
navigate among them. You can trig-
ger Expose in a number of ways, but

the most common is to hit either the
F9 key or the dedicated Expose key,
depending on your Mac model.

Right-clicking: Contrary to com-
mon belief, the Mac has a right-click
menu function, just like Windows.
Most desktop Macs now come with
a mouse that allows right-clicking,
and you can use almost any two-but-
ton USB mouse with any modern
Mac. If you are using a Mac laptop,
which has only one button under the
track pad, you can simulate a right-
click by either holding down the
Control key when you click, or by
placing two fingers on the track pad
while clicking. The latter technique,
which I favor, must first be turned
on in System Preferences.

Screen: Your desktop picture
and screen saver on a Mac are set
via a System Preference called Desk-
top & Screen Saver. Screen resolu-
tion is set in the Displays System
Preference. In Windows XP, all of
these things are included in the Dis-
play control panel.

For more information, Apple of-
fers two Web sites. One is called
Mac 101, and is at apple.com/sup-
port/mac101. The other is called
Switch 101, and is at apple.com/sup-
port/switch101.

Some tips for switch to Mac from Windows

La dolce vita:
gelato goes boutique
Fancy ingredients for those
willing to pay > Page W5

China tennis star is pre-Games hero
Zheng Jie’s success,
help with quake relief
add to her popularity

WSJ.com

In northern Italy, raiders of the
lost vine revive long-forgotten grapes
Winemakers in Valle d’Aosta hunt for old
varietals. A list of samplers > Pages W6-W7

Expat Life
The stresses and rewards
of being family tour guide
> WSJ.com/ExpatLife

PERSONAL
TECHNOLOGY

Getty Images

FRIDAY - SUNDAY, JULY 4 - 6, 2008 27



ECB raises rate, quashes talk of more moves

By Jeff Bater

U.S. payrolls shrank for a sixth
month in a row in June as businesses
struggling with rising costs and a
weak economy shed more jobs.

Nonfarm payrolls fell by 62,000
last month, the Labor Department
said Thursday. Since the beginning
of the year, the economy has lost
438,000 jobs, or an average of
73,000 a month. The payroll de-
clines reflect an economy beset by a
housing slump and credit crunch.
Consumer spending has weakened,
hurting companies’ revenues, while
rising costs, especially for energy,
have pressured profit margins.

“The economy has clearly
slipped into a mild jobs recession
because the housing meltdown and
credit-market turmoil have spread
to the broader economy,” Insight
Economics analyst Steven Wood
said. “Persistent job losses will
eventually pull the overall economy
into recession.”

The unemployment rate held
steady at 5.5% in June. Average
hourly earnings increased six cents
to $18.01. That was up 3.4% from a
year earlier. Meanwhile, a separate
report Thursday showed that U.S.
nonmanufacturing companies
faced surging prices and an unex-
pected pullback in activity in June.

The Institute for Supply Man-
agement said that its overall index

for activity in the nonmanufactur-
ing sector hit 48.2 in June, from
51.7 in May and 52 in April. The in-
dex had been expected to come in
at 51. Levels below 50 indicate ac-
tivity is shrinking.

In the wake of the jobs report,
Sen. John McCain of Arizona, the
expected Republican presidential
nominee, called for tax relief and
policies to put people to work.
“From rising gas prices to home
foreclosures, families are strug-
gling to meet economic challenges
that become greater every day,”
the senator said in a statement.

Sen. Barack Obama of Illinois,
the expected Democratic presiden-
tial candidate, called for energy re-
bates for working families, and ad-
ditional help for families facing
foreclosures. “We need action
now,” he said.

Among industries losing jobs
last month, construction was down
by 43,000. Professional and busi-
ness services lost 51,000 jobs. Man-
ufacturing shed 33,000. Financial-
activities jobs fell by 10,000.
Health-care employment grew by
15,000 jobs.
 —Michael S. Derby

contributed to this article.

Betancourt rescue is blow to rebel-diplomacy camp

OPEC, oil firms blame each other for prices
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church where her father’s remains
are buried. Her father died while
she was a hostage, causing her pain
which, she said, she felt every day of
her captivity.

Emotional scenes were repeated
throughout Bogotá as the freed hos-
tages were reunited with their fami-
lies. Many of the hostages were Co-
lombian police and military officials
who had spent nearly a decade in the
hands of the FARC, Latin America’s
oldest and largest guerrilla group.

Army Sergeant Erasmo Romero,
seized by the FARC in 1998 and
freed Wednesday, had never met his
nine-year-old son. Sgt. Romero’s
wife was pregnant when he was kid-
napped. His father died while he
was in custody, and Sgt. Romero
said that one of his first acts as a
free man would be to pay respects at
his father’s grave.

The FARC still hold nearly 700
hostages in Colombia’s jungles, the
vast majority of whom are held for
ransom. Until this week, at least 42

of those weren’t held for ransom
but rather as political bargaining
chips to get the Colombian govern-
ment to halt a military offensive
against the rebels in recent years
that has weakened them badly, driv-
ing them into remote jungles.

Ms. Betancourt is a dual French-
Colombian national. Since her abduc-
tion, France has tried to negotiate
her release either directly with the
FARC or through the support of Latin
American governments, particularly
that of Mr. Chávez in Venezuela.

France also urged Colombia to re-
frain from attempting to release
Ms. Betancourt through a military
operation for fear the FARC would
execute her.

Earlier this year, that approach
seemed to gain the upper hand
when the FARC released a handful
of hostages.

But things changed dramatically
March 1, when the Colombian mili-
tary killed the FARC’s No.2 man,
Raul Reyes, in a bombing raid on his
camp just across the border in Ecua-
dor. Laptop computers that be-

longed to Mr. Reyes showed that
Mr. Chávez and the FARC were us-
ing the negotiation process to try to
gain the international legitimacy for
the rebels’ and force Mr. Uribe to call
off his military offensive—winning
the rebels valuable breathing room.

Emails in the laptops revealed
that FARC had no intention of releas-
ing Ms. Betancourt, calling her their
most valuable negotiating card.

Thursday, Mr. Chávez congratu-
lated Mr. Uribe on the mission and
reiterated calls he had made in re-
cent months, urging the rebels to
lay down their arms.

In France and across Europe,
meanwhile, people celebrated
Ms Betancourt’s release. Photos of
the former hostage that had been
hanging outside buildings were plas-
tered by stickers with the word “Li-
bre,” or Free. A group of Italian poli-
ticians said they planned to lobby
for Ms. Betancourt’s candidacy for
the Nobel Peace Prize.

Mr. Sarkozy planned to welcome
Ms. Betancourt, along with mem-
bers of support groups that had mo-

bilized for her release, at the Elysée
presidential palace soon after the
former hostage’s return to Paris on
Friday afternoon, a spokesman for
the president said.

Yet as video of the jubilant Ms.
Betancourt filled television news-
casts and talk shows across the
country, many said Colombia’s suc-
cessful military operation was a
blow to attempts at diplomacy by
France and others.

“I have to recognize that the
strong hand has prevailed,” said hu-
man-rights activist Robert Ménard,
founder and secretary general of Re-
porters Without Borders. “Our insis-
tence on the need to negotiate with
the FARC, hoping they would re-
lease their most valuable card, was
foolish.”

A French official defended the
French president’s actions.
“Mr. Sarkozy deployed tremendous
energy, contacting all heads of
states” in the region, said French In-
dustry Minister and government
spokesman Luc Chatel. “It helped ac-
celerate the process” of her release.

Ms. Betancourt herself ex-
pressed strong gratitude to France
and its president. “I want to tell Pres-
ident Sarkozy—and through him all
the French people—that they were
our support, our light,” she said in
an interview with the Colombian
television station RCN early Thurs-
day. “If I’m alive today, it's because
of them.”

Mr. Menard and others said mas-
sive popular mobilization in France
had been useful because it helped
keep the hostage issue on top of poli-
ticians’ agendas, both in France and
Colombia.

Yet, he said that human-rights as-
sociations may have failed to draw a
clear distinction between the FARC
guerrilla who “lives off kidnapping
and drug trafficking” and the Colom-
bian government, “which is elected
and immensely popular.”

Upon her release, Ms. Betan-
court herself gave a resounding en-
dorsement of Mr. Uribe’s govern-
ment and the military. “I ask Colom-
bians to believe in this army of
ours—to believe that it will lead us
to peace.”

Continued from first page

two sides jousted over the cause of
crude’s rally and what to do to bring
prices down.

OPEC officials rejected the argu-
ment that tight supplies are driving
up crude, instead blaming geopoliti-
cal tensions and financial investors
who have plowed billions of dollars
into commodities as a hedge against
inflation and a weak dollar. Saudi
Arabia’s oil minister, Ali Naimi, said
the world’s biggest oil exporter had
no plans to boost output for now, be-
cause “all our buyers are satisfied
and happy.”

Western oil-company executives
acknowledged oil wasn’t currently
in short supply, but might be in the
future. “Most of the price increases
we are seeing are related to funda-
mental concerns about the outlook
for physical supplies in the long
term,” said John Watson, vice presi-
dent of Chevron Corp.

The one thing the delegates in
Madrid agreed on was that eco-
nomic growth was powering the
price surge, as millions escaping
poverty in India and China bought
cars and consumed more energy.
But some speakers implied OPEC
hadn’t done enough to meet that
mushrooming demand.

“2007 was the fifth year in a row
that the global demand for energy
was above average,” Tony Hayward,
chief executive of British oil major
BP PLC, said earlier this week. “Yet
OPEC production fell by 350,000 bar-
rels of oil a day.”

OPEC President Chakib Khelil
said the cartel would boost capacity
by four million barrels a day by 2012
with $210 billion of investments in
oil production and refining. Yet
Exxon Mobil Corp. said that it alone
was planning to invest nearly 60%
of that figure—$125 billion—in the
same period.

Oil-company executives say the
solution for tight global markets
was for producing countries to re-
move barriers to investment. Cur-
rently large parts of the Middle East
are off limits to the majors, who
have also suffered at the hands of in-
creasingly nationalistic govern-
ments in places such as Kazakhstan
and Venezuela.

BP’s Mr. Hayward said the obsta-
cles to more supply were political
rather than geological. “The prob-
lems in bringing on new production
are not really below ground,” he
said. “They are above it.” Similarly,
Exxon’s chief executive, Rex Tiller-
son, said “resource nationalism”

was slowing the spread of economic
progress.

Mr. Khelil shot back, saying the
U.S. could play its part by opening
areas offshore of Alaska or Florida
to oil exploration.

The rhetoric in Madrid dismayed
some observers. “Verbal assaults on
host-country governments are
[un]likely to be a productive way to
proceed,” said Paul Horsnell, an ana-

lyst at Barclays Capital, in a re-
search note.

He said some majors were distin-
guishing themselves by investing in
new technologies, while others
were sticking to tried and tested
strategies. “It is perhaps time for
the hold-outs among the major inter-
national oil companies to open their
eyes and to check again if the future
really is business-as-usual,” he said.

Continued from first page
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Surging oil price
Daily settlement price on the 
continuous front-month
contract on Nymex

Source: Thomson Reuters via WSJ Market Data Group

Thursday’s price:
$145.29 a barrel,
up $1.72
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Traders work the crude-oil options pit
at the New York Mercantile Exchange
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rate to a 12-year high of 4.5% from
4.25% Thursday and said further in-
creases are likely this year. Indone-
sia’s central bank boosted its main
rate by a quarter percentage point
to 8.75%.

Euro-zone inflation hit 4% in the
year to June, a level Mr. Trichet
called “worrying.” Oil and food
prices are likely to push the rate—
which is at its highest since official
records began to be kept in January
1997, and double the ECB’s pre-
ferred range of just below
2%—higher in coming months.

Consumer-inflation expectations
are at their highest since December
2001, and many market measures of
inflation expectations have also risen
sharply. While a single interest-rate in-
crease is unlikely to damp mounting
global inflation pressures, it could bol-

ster the ECB’s inflation-fighting cre-
dentials and bring down longer-term
euro-zone inflation expectations.

“The fact that they’re willing to
sacrifice euro-zone growth in ser-
vice of achieving their inflation goals
shows they’re serious,” says David
Page, an economist with Investec Se-
curities in London, who believes a
sharp slowdown will nonetheless
force the ECB to cut its key rate to
3.75% by the middle of next year.

Although Mr. Trichet reiterated
his faith that the euro zone possesses
“sound” economic fundamentals, he
suggested that both second- and third-
quarter growth would not be “flatter-
ing,” reflecting the darker turn recent
data and surveys have taken.

Service-sector activity, which ac-
counts for about three-quarters of
the bloc’s economy, contracted by
more than expected in June, accord-

ing to the Purchasing Managers Index
released Thursday by research firm
Markit Economics. Some analysts
said the results show France, Spain
and Italy flirting with recession.

Euro-zone retail sales rebounded
in May compared with April, statis-
tics agency Eurostat said Thursday.
But economists cautioned that the
1.2% monthly rise is likely tempo-
rary and suggested the trend is
downward, noting combined sales
volumes for May and April remain
below the first-quarter average.

Britain’s dominant service sec-
tor also contracted sharply in June,
stoking fears that the British econ-
omy, which is outside the euro zone,
could also slip into recession.

 —Sudeep Reddy in Washington,
Joel Sherwood in Stockholm,

and Emma Charlton in London
contributed to this article.

Continued from first page

U.S. payrolls
post decline
again for June
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By David Walker

Philippe Jabre, the Switzerland-
based hedge-fund manager, de-
fended hedge funds’ role in the col-
lapse of share prices of U.K. banks un-
dergoing rights issues Thursday, say-
ing “poor management decisions”
and sales of long positions were the
real factors behind the slumps.

The manager, now based in
Geneva, left GLG Partners LP after
both he and the firm were fined
£750,000 ($1.5 million) by the U.K.
Financial Services Author-
ity two years ago for mar-
ket abuse and breaching
FSA principles. Since leav-
ing GLG, Mr. Jabre has
raised more than $5 billion
at Jabre Capital Partners
SA, the hedge-fund firm he
founded.

In an interview, he de-
fended speculators’ in-
volvement in trading
shares of U.K. banks con-
ducting rights issues, such
as Bradford & Bingley PLC and
HBOS PLC. Recently revealed to
have shorted HBOS’s shares, he says
hedge funds had “written an insur-
ance policy” for the banks by under-
writing their current rights issues,
and “provided liquidity to the mar-
kets” by trading their shares.

British regulators have implicitly
taken the opposite view, requiring
short sellers of more than 0.25% in a
company to reveal their short posi-
tions if a company is holding a rights
issue, in which it raises capital by
selling extra shares to its stockhold-
ers. Short-sellers, who bet a compa-
ny’s stock will go down, have been
accused of exacerbating the falls in a
company’s shares to the point
where the short sellers profit, but
the rights issue becomes worthless.

The FSA last month started re-
quiring investors to reveal short po-
sitions in companies undergoing

rights issues, stripping hedge funds
of anonymity.

In a July 1 regulatory filing,
Jabre Capital revealed a short posi-
tion in HBOS valued at about £27
million. However, Mr. Jabre said
this was to hedge a larger long posi-
tion Jabre Capital had taken by un-
derwriting part of HBOS’s attempts
to raise £4 billion in capital.

“Hedge funds are not the real
problem here,” said Mr. Jabre. “The
real problem is what will happen if
the banks need more money in six

months’ time. How will they
raise it then? Through other
rights issues? The real prob-
lem is who will lend them
money in the future?”

Mr. Jabre said investors
with traditional long posi-
tions, chiefly pension
funds, also contributed to
the sinking of banks’ shares
as they offloaded the
shares after “poor invest-
ment decisions” by the
banks’ management.

The FTSE All Share Bank Index
has fallen about 30% since the start
of 2008. HBOS’s shares have de-
clined 62% over the same period
and Bradford & Bingley’s have
dropped 77%.

“The management’s decisions
are to blame, and when you have
bad decisions then the traditional
shareholders sell their shares.
Hedge funds can accentuate the
pressure on prices, but they do not
create the trend,” Mr. Jabre said.

Mr. Jabre, who has taken part in
previous banks’ rights issues, said
he could act as an underwriter
again, but would do so “on a case-by-
case basis.”

He said Bradford & Bingley’s capi-
tal raising was too small for Jabre
Capital to consider getting involved
in. HBOS declined to comment,
while Bradford & Bingley didn’t re-
turn calls.

Jabre defends funds’ role
with banks’ rights issues

Easing ‘Heathrow hassle’
U.K. officials expect
immigration laws
to aid finance firms
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By Jennifer Bollen

A German law that looked set to
pass Friday will mean investors who
hold at least 30% of a distressed
group may have to buy out all other
shareholders if they want to restruc-
ture the business, as the country
moves to offer greater protection to
domestic companies from investors
including private-equity firms.

The Risk Limitation Bill, which
would come into force this summer,
forms part of a campaign by Ger-
man legislators to limit the impact
on the German economy of large fi-
nancial investors such as hedge
funds and private-equity firms, par-
ticularly those based overseas,
which, in 2005, Franz Müntefering,
then chairman of the Social Demo-
cratic Party of Germany, labeled as
“locusts.” The German Parliament
passed the bill on June 27. The
Bundesrat, the German senate,
which is expected to approve it, was
to make its decision Friday.

The law aims to protect compa-
nies, their minority shareholders
and also employees. It imposes sev-
eral obligations to create greater

transparency around investors in-
cluding requirements to disclose
the identity of the owner and the
purpose of the investment.

“This is a very broad definition,
so hedge funds, investment banks,
private-equity firms and others in-
volved in distressed debt with the in-
tention to seek an equity stake need
to particularly beware,” said Anner-
ose Tashiro, a cross-border restruc-
turing lawyer at German financial-
and legal-services firm Schultze &
Braun. “Even having the option to
buy shares may come within the def-
inition….It will also be hugely off-
putting for small stockholders if
they fear cooperating with others
could leave them in a position of hav-
ing to launch a buyout.”

German legislators could pass
law to protect distressed groups

By Vivek Ahuja

T HE U.K. government met with
financial companies to dis-
cuss how new immigration

laws will affect them, sweetened by
speedier immigration for U.S.-U.K.
travelers.

In a meeting with banks in Lon-
don Wednesday, the government
pledged to outline within three
months how a new point-based sys-
tem will affect financial services. It
also plans to speed travel between
the U.K. and U.S.

“Speedy travel between the U.K.
and the U.S. is crucial to large finan-
cial organizations,” said Liam
Byrne, U.K. border and immigration
minister. Investment banks have
long been complaining that “Heath-
row hassle” was hurting business—
some of that hassle generated by im-
migration lines, some of it by the
backlog at the airport.

Last year, Kitty Ussher, eco-
nomic secretary to the U.K. Trea-
sury, said the difficulties of travel-
ing through Heathrow, London’s ma-
jor airport, threatened the U.K.’s
competitiveness.

Since 2006, certain travelers

have been able to skip passport
lines in both countries by submit-
ting to a background check and to
eye scans at the border. About
200,000 travelers are registered in
the IRIS program now. Under the
new agreement, the U.S. and U.K.
will develop a system that can pick
out fingerprints, eyes or faces to
make the process faster.

Mr. Byrne and Ms. Ussher said
they will publish more details on the
U.K. system for people with special
skills, which came into effect at the
end of June. Under the program,
modeled on an Australian system,

work-visa applicants earn points ac-
cording to criteria such as qualifica-
tion, earnings and age. Only those
with enough points get a visa.

The government’s meetings un-
derscore how important financial
firms are to the U.K. The sector ac-
counts for more than a fifth of U.K.
jobs.

“We know the huge contribution
that the talented people who come
to work here make to our financial-
services sector in particular,” Ms.
Ussher said. “Around a quarter of se-
nior managers in finance and busi-
ness in London are born abroad.”
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S
HIRE LTD. said it is ac-
quiring German biotech-
nology company Jerini

AG for Œ328 million ($521 mil-
lion), in a move that will
boost its portfolio of drugs
for rare genetic diseases.

The acquisition will bring
in Firazyr, an experimental
drug that treats acute attacks
of hereditary angioedema, a
genetic disease characterized
by recurring swelling in the

hands, feet, face, larynx and abdomen. The Euro-
pean launch of Firazyr is expected later this year.

Shire, based in Basingstoke, England, said it ex-
pects the purchase, funded out of existing cash re-
sources, to boost its earnings by the second half of
2010.  —Elena Berton

E
UROPEAN UNION
and Danish offi-
cials named

seven online travel op-
erators and airlines in
a continuing crack-
down against mislead-
ing ads and consumer-
price schemes.

Online travel sites
run in Denmark by Ryanair Holdings PLC, Air Berlin
PLC, Air Baltic Corp., SkyEurope Holding AG, Aer Lin-
gus PLC, Brussels Airlines and Seat24 Travel AB
were singled out for violating consumer law.

A spokeswoman for EU Consumer Affairs Com-
missioner Meglena Kuneva said that Seat24 pledged
to bring its Web site in line with EU rules by August
but that Ryanair and Air Berlin had disagreed with
the Danish conclusions. —Associated Press

Airlines, travel operators
face EU, Danish ad probe

Yahoo pursues talks with possible partners
Discussions resume
with Time Warner;
will Microsoft act?

Yahoo CEO Jerry Yang has been
pitching turnaround plans.

L
AS VEGAS Sands Corp.,
the hotel and gaming
company run by casino

billionaire Sheldon Adelson,
is seeking to raise $7 billion
in loans for its Macau
project, people familiar with
the situation said.

The fund-raising for the
Venetian Resort & Casino in
Macau comes at a time when
investors are seeking high
risk premiums and banks are

wary of making major loans. Coordinators for the
loans are Citigroup Inc., Lehman Brothers Holdings
Inc. and Goldman Sachs Group Inc., they said.

Another person said that while the fund-raising
goal was “fluid” and could be lower if based on the
extent of demand.  —Nisha Gopalan

Shire to buy Jerini, boost
portfolio of genetic drugs

7
PHARMACEUTICALS

Co
rb
is

7
TOURISM

By Jessica E. Vascellaro

And Merissa Marr

AS MICROSOFT CORP. explores
the possibility of making an-
other move for Yahoo Inc., the

Internet company continues to flirt
with other potential partners.

Yahoo has picked up discussions
with Time Warner Inc. over a combi-
nation, say people familiar with the
situation. The renewed talks come af-
ter a lull following Microsoft’s with-
drawal in May of its $47.5 billion offer
to buy Yahoo. Still, the talks aren’t as
serious as they were in April, when a
combination valued Time Warner’s
AOL unit at about $10 billion. Yahoo’s
stock has since declined sharply.

The two companies are talking
about a structure they began discuss-
ing several months ago—an arrange-
ment whereby Time Warner would
fold AOL into Yahoo and take a minor-
ity stake in the combined venture.

News Corp. also has been hover-

ing around the Yahoo camp. However,
that has been more an effort to moni-
tor the situation than any real discus-
sion about a potential deal, according
to people familiar with the situation.
News Corp. owns Dow Jones & Co.,
publisher of The Wall Street Journal.

Yahoo’s moves show that two
months after Microsoft withdrew its

offer, the company faces intense pres-
sure to boost shareholder returns.
Striking a search-advertising pact
with Google Inc. hasn’t allayed share-
holder concerns about Yahoo’s ability
to thrive independently. The com-
pany is weeks away from an Aug. 1
shareholder meeting at which inves-
tor Carl Icahn is attempting to re-
place its directors. The talks between
Yahoo and other potential partners
are part of the company’s broader at-
tempt to prove it is willing to ponder
dramatic changes to get business
back on track.

The company’s shares were up 51
cents at $21.39 late Thursday morn-
ing, well below their high of almost
$30 a share after Microsoft’s bid was
first announced. Yahoo Chief Execu-
tive Jerry Yang and other Yahoo exec-
utives have this week been pitching
their plans for a turnaround to share-
holders, who are pressing the com-
pany to reconsider its unwillingness
to sell its search business.

In meetings, Mr. Yang has contin-
ued to defend his view that the com-
pany can’t build a new cutting-edge
online advertising system without re-
taining the search business, share-
holders say. Yahoo shareholders also
continue to pressure Microsoft to

sweeten its offer to acquire Yahoo’s
search business.

Microsoft is pondering crafting an-
other Yahoo deal, partly in response
to Yahoo’s talks with other possible
partners, people familiar with the sit-
uation say. Microsoft has spoken to
News Corp. about possibly joining
forces on some form of a Yahoo deal.

Under one scenario, Microsoft
would take Yahoo’s search business
and News Corp. would fold its My-
Space social-networking business
into the rest of Yahoo, according to
one person familiar with the situa-
tion. A big challenge of such a struc-
ture is that Yahoo may face a big tax
hit from selling its search business
and would need to secure a majority
stake in any combination, say people
familiar with the situation.

Microsoft and News Corp. have
had only a preliminary discussion,
say people familiar with the situa-
tion. Microsoft Chief Executive Steve
Ballmer also called Time Warner
Chief Executive Jeff Bewkes about
joining that effort, although that
hasn’t led to a detailed discussion.

Time Warner has separately con-
tinued to talk to Microsoft about pos-
sible AOL options, according to peo-
ple familiar with the situation, as Mi-

crosoft seeks ways to gain scale with
or without Yahoo.

The talks return all four compa-
nies to a familiar dance of trying to fit
together pieces of four big businesses
to better ally themselves against over-
all online-advertising leader Google.
Many of the combinations being con-
sidered have been discussed—and dis-
missed—before, often due to dis-
agreements on price.

Yahoo has the scale that could
help fix some of its rivals’ problems
but is in need of some help of its own.
Its share of the lucrative search adver-
tising market continues to fall, and
many of its new initiatives, including
a new tool for more easily buying dis-
play advertising online, remain in a
very early stage. But any deal with
AOL or News Corp. would likely be
tougher for Yahoo to pull off than a
sale to Microsoft, as Yahoo sharehold-
ers are likely to prefer a cash deal to a
complicated asset swap.

Yahoo and Google face Justice De-
partment scrutiny over their agree-
ment to allow Yahoo to run some
search advertisements sold by Goo-
gle on its own sites in exchange for
some of the revenue.

 —John R. Wilke and Shira Ovide
contributed to this article.

Slowdown looms over U.S. ports

Contract talks continued Wednesday for 26,000 dockworkers at 29 ports in
California, Oregon and Washington. Above, the port of Los Angeles came to a
standstill in May when dockworkers took time off to call for an end to the war in Iraq.
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By Alex Roth

Port operators on the U.S. West
Coast are concerned after dockwork-
ers refused to extend a six-year la-
bor contract even temporarily, a tac-
tic the port operators fear could
lead to staged work slowdowns that
would disrupt service.

Negotiations continued this
week between the Pacific Maritime
Association, which represents the
port operators, cargo carriers and
stevedores, and the International
Longshore and Warehouse Union to
try to reach an agreement on a new
contract covering 26,000 employees
who work at 29 ports in California,
Oregon and Washington. The union’s
most recent contract expired Tues-
day after months of negotiations.

The two sides are divided over
safety, productivity and other is-

sues. They say negotiations are
more amicable than in 2002, when
similar talks devolved into bitter re-
criminations that led to a 10-day
lockout, snarling supply chains
across the country and costing the
U.S. economy billions of dollars.

Still, port operators were alarmed
that the dockworkers didn’t agree to
extend their contract until a new
agreement can be reached. Such a tac-
tic suggests to the port operators
that the dockworkers might be plan-
ning staged slowdowns similar to
ones they employed in 2002, which
resulted “in some cases in double-
digit productivity losses,” Steve Get-
zug, a PMA spokesman, said.

Had the current contract been ex-
tended, the ports would have had a
mechanism for disciplining such
conduct, Mr. Getzug said. “What we
had hoped is that the union would

have stepped up and made a stron-
ger statement to shippers and the
public that there would be no disrup-
tions at the ports,” he said.

A union spokesman denied that
workers are planning slowdowns.
Craig Merrilees said the union’s con-
tract extension was “discretionary”
and that the union simply exercised
its choice not to extend.

“I think management would be
better served by solving problems
at the bargaining table” rather than
engaging in “theories and fantasies
about what might happen,” Mr. Mer-
rilees said.

West Coast ports handle more
than one million tons of cargo a day,
including clothing, electronics and
furniture. In 2007, the two largest
U.S. ports by volume, in Los Angeles
and Long Beach, Calif., handled
more than a third of all containers

at U.S. ports, according to the De-
partment of Transportation Mari-
time Administration.

Mr. Merrilees said despite the
two sides’ differences, talks are go-

ing smoothly. “I think both sides can
see through enough of the fog to rec-
ognize the outlines of an agreement,
but there’s still a lot of work left to
do,” he said.
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Las Vegas Sands seeks
loans for Macau project
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.40 $32.58 –0.31 –0.94%
Alcoa AA 11.60 32.78 0.67 2.09%
AmExpress AXP 10.70 40.24 0.62 1.56%
AmIntlGp AIG 17.30 26.24 –0.51 –1.91%
BankAm BAC 46.50 22.40 –0.14 –0.62%
Boeing BA 4.00 64.47 0.57 0.89%
Caterpillar CAT 7.30 70.31 –0.11 –0.16%
Chevron CVX 9.40 98.63 1.21 1.24%
Citigroup C 57.80 16.82 –0.02 –0.12%
CocaCola KO 7.50 51.48 0.11 0.21%
Disney DIS 7.00 30.90 0.19 0.62%
DuPont DD 5.80 41.80 0.15 0.36%
ExxonMobil XOM 23.10 88.27 0.86 0.98%
GenElec GE 38.60 26.91 0.40 1.51%
GenMotor GM 24.50 10.12 0.14 1.40%
HewlettPk HPQ 13.60 43.44 –0.17 –0.39%
HomeDpt HD 11.30 22.54 0.02 0.09%
Intel INTC 41.10 20.66 –0.27 –1.29%
IBM IBM 6.10 119.54 0.44 0.37%
JPMorgChas JPM 33.00 35.31 0.71 2.05%
JohnsJohns JNJ 7.70 65.12 0.48 0.74%
McDonalds MCD 5.80 57.19 –0.24 –0.42%
Merck MRK 10.70 38.45 0.41 1.08%
Microsoft MSFT 36.70 25.98 0.10 0.39%
Pfizer PFE 24.30 17.75 0.13 0.74%
ProctGamb PG 11.60 63.67 0.98 1.56%
3M MMM 3.10 69.46 0.98 1.43%
UnitedTech UTX 5.40 61.05 1.35 2.26%
Verizon VZ 10.60 35.75 0.12 0.34%
WalMart WMT 11.80 56.60 0.10 0.18%

Dow Jones Industrial Average P/E: 77
LAST: 11288.54 s 73.03, or 0.65%

YEAR TO DATE: t 1,976.28, or 14.9%

OVER 52 WEEKS t 2,277.30, or 16.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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dealmakers
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Behind Asia’s deals: Bank revenue rankings, North Asia
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

Citi $64 6.1% 57% 10% 31% 2%

Credit Suisse 48 4.5% 66% …% 27% 6%

Morgan Stanley 47 4.5% 92% …% 7% …%

UBS 46 4.3% 71% 3% 26% …%

Goldman Sachs 44 4.2% 56% 2% 42% …%

Bank of China Ltd 40 3.8% 16% 9% …% 75%

Merrill Lynch 40 3.8% 60% 7% 33% …%

BNP Paribas 34 3.3% 43% 8% 29% 20%

CITIC Group 33 3.1% 53% 30% 14% 3%

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

FKI 174 –29 –30 –21 Kingfisher 344 12 26 54

Kelda Gp 145 –15 4 –24 Ineos Gp Hldgs 1126 15 113 244

Stena Aktiebolag 420 –10 19 57 Landsbanki Is 569 15 67 309

ProSiebenSat 1 Media 519 –9 27 37 FIAT 250 15 54 95

CIR SpA CIE Industriali Riunite 241 –6 31 75 WENDEL 485 15 96 197

Bco de Sabadell 153 –6 5 19 Contl 267 16 43 95

Gecina 405 –5 14 129 Norske Skogindustrier 1051 19 80 59

EMI Group 949 –5 14 59 M-real 1147 22 94 199

Koninklijke Ahold 115 –5 5 17 Marks & Spencer 244 23 39 61

Cr Suisse Group 110 –5 1 27 Grohe Hldg 859 24 77 137

Source: Markit Group

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

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

HBOS U.K. Banks $29.1 2.79 6.99% –72.4% –67.9%

Soc. Generale France Banks 51.5 56.22 4.89 –56.0 –27.2

BNP Paribas S.A. France Banks 83.4 58.68 4.49 –33.2 5.4

Royal Bk of Scot U.K. Banks 68.1 2.13 4.41 –60.8 –55.5

Sanofi-Aventis S.A. France Pharmaceuticals 92.7 44.94 4.37 –26.9 –34.2

ArcelorMittal Luxembourg Iron & Steel $122.7 53.97 –3.54% 13.9 ...

Total S.A. France Integrated Oil & Gas 194.2 51.54 –1.43 –14.4 4.6

L.M. Ericsson Tel B Sweden Telecom Equipment 31.5 63.80 –1.09 –54.3 –49.8

ENI Italy Integrated Oil & Gas 145.6 23.16 –0.94 –14.9 3.9

Rio Tinto U.K. General Mining 115.9 54.60 –0.93 36.5 206.9

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

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

Nokia 93.4 15.65 3.99% –25.8% 13.1%
Finland (Telecom Equipment)
AXA S.A. 60.6 18.72 3.68 –41.7 –7.4
France (Full Line Insurance)
Astrazeneca 66.8 23.14 3.63 –13.3 –1.5
U.K. (Pharmaceuticals)
Lloyds TSB Grp 34.3 3.06 3.55 –45.4 –35.3
U.K. (Banks)
GlaxoSmithKline 136.7 11.81 3.05 –8.5 –13.5
U.K. (Pharmaceuticals)
BT Grp 35.4 2.13 2.78 –35.3 –5.7
U.K. (Fixed Line Telecom)
Unilever 48.4 17.97 2.57 –21.5 1.4
Netherlands (Food Products)
Deutsche Bk 46.5 55.81 2.44 –47.9 –13.1
Germany (Banks)
ING Groep 71.6 20.48 2.43 –37.6 –12.0
Netherlands (Life Insurance)
Barclays 46.1 2.92 2.37 –57.8 –45.4
U.K. (Banks)
Allianz SE 78.7 110.84 2.08 –35.2 16.4
Germany (Full Line Insurance)
UBS 60.0 21.02 1.94 –68.0 –52.9
Switzerland (Banks)
Banca Intesa 69.9 3.76 1.90 –31.6 –0.9
Italy (Banks)
Siemens 99.5 69.32 1.87 –37.0 15.0
Germany (Electronic Equipment)
Telefonica S.A. 131.4 17.54 1.80 5.9 35.5
Spain (Fixed Line Telecom)
Deutsche Telekom 75.2 10.98 1.67 –19.4 –28.1
Germany (Mobile Telecom)
SAP 64.7 33.05 1.57 –10.9 –5.0
Germany (Software)
Banco Santander 116.3 11.85 1.54 –14.3 24.3
Spain (Banks)
Diageo 50.6 9.03 1.52 –13.1 12.1
U.K. (Distillers & Vintners)
France Telecom 82.5 20.12 1.46 –1.2 –15.9
France (Fixed Line Telecom)

UniCredit 79.3 3.79 1.41% –42.9% –12.0%
Italy (Banks)
Banco Bilbao Viz 72.4 12.30 1.32 –32.9 –2.9
Spain (Banks)
Daimler 58.4 38.61 1.15 –42.8 16.8
Germany (Automobiles)
Credit Suisse Grp 51.9 45.40 1.07 –48.2 –8.9
Switzerland (Banks)
HSBC Hldgs 183.1 7.70 1.05 –15.3 –14.6
U.K. (Banks)
Anglo Amer 87.0 32.70 0.55 2.5 147.6
U.K. (General Mining)
SUEZ 87.4 42.53 0.24 1.0 94.7
France (Multiutilities)
Nestle S.A. 174.0 45.44 0.22 –3.1 38.2
Switzerland (Food Products)
Vodafone Grp 176.2 1.53 0.20 –5.8 11.6
U.K. (Mobile Telecom)
Royal Dutch Shell 140.0 25.11 0.18 –17.5 –8.5
U.K. (Integrated Oil & Gas)
Fortis 35.1 10.17 0.10 –60.4 –46.5
Netherlands (Banks)
Koninklijke Philips Elec 35.2 20.72 –0.05 –37.0 –1.7
Netherlands (Consumer Electronics)
Assicurazioni Gen 53.3 24.08 –0.08 –19.6 5.4
Italy (Full Line Insurance)
Novartis 149.1 57.90 –0.17 –14.2 –4.5
Switzerland (Pharmaceuticals)
BP 228.8 5.57 –0.27 –7.8 –10.4
U.K. (Integrated Oil & Gas)
BASF 63.3 42.61 –0.37 –11.8 58.4
Germany (Commodity Chemicals)
Roche Hldg Part. Cert. 125.1 182.80 –0.44 –15.9 12.0
Switzerland (Pharmaceuticals)
BHP Billiton 78.2 17.49 –0.57 19.6 135.4
U.K. (General Mining)
Tesco 53.1 3.42 –0.64 –18.0 10.3
U.K. (Food Retailers & Wholesalers)
E.ON 133.2 127.26 –0.77 5.0 81.4
Germany (Multiutilities)

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 -0.56% -0.22% -1.8% -6.2% -5.9%
Merger Arbitrage -0.33% -1.37% 0.8% 0.0% 4.8%
Event Driven -1.60% -3.12% 0.5% -0.3% -1.9%
Distressed Securities -0.85% -1.70% -1.0% -5.4% -11.4%
Equity Market Neutral 0.97% 2.30% 2.4% 1.9% 0.6%
Equity Long/Short 0.17% 0.35% 8.5% 2.4% 8.8%

*Estimates as of 07/01/08, 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 1.04 102.59% 0.02% 1.32 0.64 0.89

Eur. High Volatility: 9/1 1.91 102.85 0.03 2.10 1.23 1.61

Europe Crossover: 9/1 5.30 104.34 0.07 5.96 4.00 4.81

Asia ex-Japan IG: 9/1 1.55 104.07 0.03 2.10 0.85 1.29

Japan: 9/1 1.38 103.79 0.02 1.61 0.65 1.01

 Note: Data as of July 2

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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GE takes on engine rival
Goal is to build up
small Czech firm
to challenge Pratt

Daimler sees car demand
growing despite oil price

Continental to stand trial
over Concorde accident

By J. Lynn Lunsford

General Electric Co. plans to turn
a tiny airplane-engine company in
the Czech Republic into a competitor
against archrival Pratt & Whitney,
the leading maker of turboprop en-
gines for commuter airlines, corpo-
rate aviation and private aircraft
owners.

GE’s aviation unit this week
completed the acquisition of
Walter Engines, which has earned
a reputation during its 85-year his-
tory for building rugged propeller
engines used heavily in Eastern
Europe and niche markets such
as agricultural and cargo
planes.

Although the
small-engine busi-
ness will fill an im-
portant hole at the
low end of GE’s jet-en-
gine product line, GE offi-
cials are also relishing
the prospect of forcing
Pratt & Whitney to cut
prices on one of its
most lucrative prod-
ucts. Pratt made a similar move two
years ago when it began making
spare parts for one of GE’s best-sell-
ing jet engines, ratcheting up the
companies’ longstanding rivalry.

Because of its large market
share—roughly 15,000 of the
20,000 turboprop engines in the

general aviation market are made
by Pratt—the company has been
able to command a premium, partic-
ularly for spare parts and service.
Pratt & Whitney, a unit of United
Technologies Corp., doesn’t re-
lease specific numbers for its small-
engine division, but it accounted
for just under a third of the unit’s
$12.1 billion in revenue last year.

“We think the world deserves a
choice,” said Chet Fuller, gen-
eral manager of marketing
for GE Aviation.

Mr. Fuller said GE plans to
invest heavily in Walter to
make its turboprop engine
competitive with Pratt &
Whitney’s PT6, which is the
dominant supplier of such en-
gines globally. GE will offi-
cially launch a revamped ver-
sion of the Walter engine in

late July. “Our plan is to take the ad-
vanced metals and designs that we
use in our larger jet engines and
adapt them into this already rugged

little engine,” he said.
A spokeswoman for Pratt, which

delivered almost 3,000 small air-
plane engines last year, said the com-
pany will “obviously take any compe-
tition seriously,” but she noted that
Pratt “has a 45-year head start,” hav-
ing produced more than 35,000 PT6
engines.

By comparison, Walter has pro-
duced roughly 37,000 engines since
1923, but only about 1,600 of them
are its latest turboprop version.
Walter is expected to produce 120
engines this year, but GE hopes to
expand production rapidly, ramp-
ing up to 500 engines a year by
2010 and 1,000 engines by 2012.
Walter’s sales last year totaled
about $28 million.

Although the prospect of taking
on Pratt is daunting, GE officials
say they don’t have to be No. 1 to
consider the investment a success.

They paid under $70 million for
Walter in what amounted

to a real-estate trans-
action involving

the engine com-
pany’s prime lo-
cation in cen-
tral Prague. The
previous owners
want to develop
the site into
something more

upscale.
For that

amount, GE ended
up with a casting plant, a spare-parts
and components business and an al-
ready certified engine. On its own, a
new turboprop engine would cost
roughly $350 million to develop, GE
says.

By Christopher Conkey

WASHINGTON—The Depart-
ment of Transportation’s inspector
general said the Federal Aviation
Administration is refusing to imple-
ment some measures designed to
prevent serious lapses in airline
oversight.

In a report released Wednesday,
Inspector General Calvin Scovel sin-
gled out two recommendations
made by his office: Establish an in-
dependent body to investigate
safety concerns raised by agency
employees, and periodically rotate
inspectors to ensure they don’t get
too cozy with the airlines they regu-
late. He also said the FAA hasn’t pro-
vided the national oversight
needed to ensure that field offices
consistently enforce safety stan-
dards.

The agency has moved to adopt
several measures suggested by the
inspector general, such as requiring
a two-year “cooling-off period” for
FAA inspectors who leave to work
for an airline they used to regulate.

The FAA said it found the inspec-
tor general’s report “extremely help-
ful” and welcomed his suggestions.
“We at the FAA refuse to accept
complacency on safety and were
deeply troubled by events that sur-
faced following the Southwest Air-
lines revelations last winter,” the
agency said. It declined to comment
on its differences with the inspec-
tor general.

The recommendations stem
from a continuing probe into FAA
lapses that allowed Southwest Air-
lines Co. last year to fly 46 Boeing
737s that were overdue for fuselage

inspections. The report found that
some Southwest jets flew in viola-
tion of safety directives for as long
as nine months, carrying six million
passengers during the period.

The inspector general’s office
wants the FAA to create an indepen-
dent body to examine safety issues
aired by agency employees, be-
cause, the report said, internal
mechanisms have failed to address
such concerns or to shield employ-
ees from retaliation.

In the Southwest case, the
agency was slow to respond to an in-

spector who raised concerns within
the FAA about Southwest’s compli-
ance as early as 2003. The inspector
was later removed from oversight
duties for five months after an anon-
ymous complaint was made against
him, probably by a Southwest offi-
cial, according to the report. A
Southwest spokesperson said the
airline forwarded an anonymous
complaint about the inspector to
the FAA but said she couldn’t con-
firm the source of the complaint.

Meanwhile, the FAA manager
who was complicit in the Southwest
lapse was never completely re-
moved from oversight duties, only
transferred to another office, the re-
port said.

In the wake of the Southwest
case, many FAA whistle-blowers
have come forward with safety con-
cerns. The U.S. Office of Special
Counsel is investigating at least 36
disclosures made by FAA employ-
ees this year.

In its response to the inspector
general, the FAA laid out some of its
objections to these recommenda-
tions. The agency said it has already
set up a way to review employee
complaints through a new com-
plaint-tracking process known as
the Safety Issues Reporting Sys-
tem. The program gives every com-
plaint a tracking number and sends
it to an internal review committee.

The inspector general and other
critics have rejected this approach
as insufficient, saying many employ-
ees feel they need to air their com-
plaints outside the FAA to get them
addressed.

“FAA’s response is unaccept-
able,” the inspector general’s re-
port read. “The actions taken do not
demonstrate a commitment on
FAA’s part to address the root
causes of the issues we identified.”

The FAA opposes rotating in-
spectors, citing logistical chal-
lenges and cost. The main union rep-
resenting FAA inspectors says it op-
poses rotating many inspectors but
supports the concept of rotating su-
pervisory ones.Congress has intro-
duced legislation that would force
the FAA to adopt the inspector gen-
eral’s recommendations. But that
has stalled, along with broader leg-
islation that would reauthorize the
agency’s programs and set aside
funding to upgrade the nation’s ag-
ing air-traffic-control technology.

U.S. air-safety agency is assailed

By Christoph Rauwald

Daimler AG Chief Executive Di-
eter Zetsche said global demand for
cars is expected to rise further in
coming years though the price for
oil will remain high.

“There is good reason to
assume that the ‘second
century of the automobile’
has only just begun.…The
number of automobiles
world-wide is currently
growing five times faster
than the world popula-
tion,” Mr. Zetsche said
Thursday at a conference in
Magdeburg, Germany.

“While it has taken
more than 100 years to put
800 million vehicles on the
roads, it will take less than 30 years
to at least double that figure.…In
fact, by the year 2050, the number
may almost triple,” Mr. Zetsche said,
adding that “emerging markets are
growing dynamically and so is the de-
mand for self-determined mobility.”

However, Mr. Zetsche said he
sees “pressure to reconcile the
growing demand for mobility with
an effective reduction of emis-
sions” in times of skyrocketing fuel
prices. “Oil is limited…there’s no
real expectation of it ever being
cheap again,” he said.

Mr. Zetsche said the biggest cur-
rent risks to oil supply are related
to politics, security and the cost of
new oil projects, “not to mention
that financial speculators appear
to be turning oil futures into the

‘dot-com’ stocks of the
new millennium.” He said
he expects excess or new
oil reserves to be quickly
absorbed by fast-growing
countries such as India
and China.

Environmental issues,
such as reducing emis-
sions of carbon dioxide,
are a big concern for car
makers, he said.

“The issue is not just
CO2 but other emissions as

well…and at Daimler, we’re not go-
ing to wait for new legislation…
we’re working to comply ahead of
time. Daimler is leaving no stone un-
turned in meeting the challenge of
reducing CO2 and other emissions,”
Mr. Zetsche said. “Ultimately, we’ll
be driving zero-emission vehicles.”

In the next two years, Daimler is
investing almost Œ14 billion ($22 bil-
lion) in research and development.

Mr. Zetsche said Daimler will
start production of “the next-gener-
ation of fuel-cell drive systems” in a
low-volume Mercedes-Benz
B-Class series in 2010.

Walter Engines’ M601 turboprop engine.
General Electric’s aviation unit acquired the
Czech manufacturer this week.

The FAA was cited
for its refusal to
implement some
oversight measures.

Dieter Zetsche

CORPORATE NEWS

ASSOCIATED PRESS

PARIS—A French judge ordered
Continental Airlines Inc. and five
people to stand trial for manslaugh-
ter in connection with the 2000
crash of a Concorde jet that killed
113 people, a prosecutor said.

French investigators have long
said that the crash was caused in
part by a titanium strip from a Conti-
nental Airlines DC-10 that was lying
on the runway when the supersonic
jet took off. But the judge’s order fol-
lows eight years of efforts to try to
pin down who exactly could be tried
in court.

Two of those being tried are em-
ployees of the U.S. carrier, said a
statement from the office of Marie-
Therese de Givry, prosecutor in the
Paris suburb of Pontoise. Two oth-
ers were employed by Aérospatiale,
the maker of Concorde and and a
precursor of Airbus parent com-
pany European Aeronautic De-
fence & Space Co. The fifth is an em-
ployee of the French civilian avia-
tion authority.

The Air France Concorde
crashed shortly after takeoff from
Paris’s Charles de Gaulle airport in
July 2000, killing all 109 people on
board—mostly German tourists—
and four on the ground when it
slammed into a hotel.

French investigators said a
metal strip from the Continental
plane caused one of the Concorde’s
tires to burst, which sent debris fly-
ing that punctured the jet’s fuel
tanks. The French judicial inquiry
also determined the tanks lacked
sufficient protection from shock—
and that Concorde’s makers had
been aware of the problem since
1979.

The tragedy forced modifica-
tions to the aircraft before it was
taken out of service in 2003. The

flight, which was headed to New
York, was the only fatal crash for the
Concorde.

“These indictments are outra-
geous and completely unjustified,”
the airline said in a statement. “Con-
tinental remains firmly convinced
that neither it nor its employees
were the cause of the Concorde trag-
edy, and we will defend ourselves
vigorously against these charges.”

Thierry Dalmasso, lawyer for the
former Aérospatiale employees,
said the trial would likely take place
in 2009. He said that the Concorde
crash was impossible to predict
based on past problems, and he said
the court didn’t listen to his clients’
testimony arguing the case should
be dropped. “No negligence could
be proved,” he said.

The prosecutor’s office said Con-
tinental employee John Taylor had
built and installed the metal strip
“without respecting the instruc-
tions then in effect.” Maintenance
chief Stanley Ford must stand trial
for validating the installation of the
strip, the statement said.

Henri Perrier, ex-chief of the Con-
corde program; Jacques Herubel, a
top Aérospatiale engineer; and
Claude Frantzen, who handled the
Concorde program for the French
civil aviation authority, are accused
of ignoring a host of problems, in-
cluding “neglecting the risk of fires”
on the supersonic jet, the prosecu-
tor’s statement said.

They also should have worked to
reinforce a part of the aircraft that
was vulnerable to projectiles, it
said.

The case comes at a bad time for
the aviation industry. Continental is
cutting 3,000 jobs and grounding 67
jets to offset record fuel prices. Al-
most all American carriers have an-
nounced major cutbacks.
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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.

2.67% 13 World -a % % 260.29 –0.42% –15.4% 9.14% 6 Stoxx Select Dividend 30 1661.00 1.10% –50.5% 2233.80 0.14% –42.8%

2.68% 13 Stoxx Global 1800 216.10 0.80% –26.7% 253.38 –0.27% –15.4% 5.11% 7 Euro Stoxx Select Div 30 2239.20 1.17% –36.4% 3022.93 0.20% –26.6%

3.41% 11 Stoxx 600 283.10 0.85% –28.3% 332.24 –0.11% –17.2% 5.37% 12 U.S. Select Dividend -b % % 653.01 –1.11% –31.0%

3.52% 11 Stoxx Large 200 305.70 1.00% –27.3% 356.81 0.04% –16.0% 9.21% 11 Australia LPT -b, c 1576.90 1.41% –35.6% % %

2.83% 12 Stoxx Mid 200 252.20 0.23% –31.9% 294.33 –0.72% –21.4% 3.18% 11 Sustainability 890.70 0.90% –26.8% 1180.47 –0.17% –15.5%

3.04% 11 Stoxx Small 200 155.90 0.01% –33.9% 181.87 –0.94% –23.6% 2.04% 15 Islamic Market -a % % 2217.69 –0.62% –6.1%

2.27% 14 Stoxx Growth 1357.30 0.67% –23.6% 1876.13 –0.29% –11.7% 2.38% 14 Islamic Market 100 1748.20 1.01% –19.6% 2348.44 –0.07% –7.1%

4.59% 9 Stoxx Value 1279.80 0.90% –30.1% 1769.85 –0.06% –19.2% 5.57% 7 Islamic Turkey -c 2608.40 0.58% –11.0% % %

3.28% 11 Euro Stoxx 316.10 0.90% –27.4% 371.04 –0.06% –16.2% 5.73% 20 Bahrain -c 243.60 0.20% 17.4% % %

3.39% 11 Euro Stoxx Large 200 338.60 1.08% –27.3% 394.90 0.12% –15.9% 2.08% 18 Wilshire 5000 % % 12815.47 –0.21% –17.0%

2.76% 12 Euro Stoxx Mid 200 291.80 0.13% –26.4% 340.17 –0.82% –15.0% % DJ-AIG Commodity 207.70 0.58% 20.1% 237.07 –0.37% 38.8%

2.83% 11 Euro Stoxx Small 200 173.20 –0.18% –31.8% 201.79 –1.13% –21.2% % Euro Currency 125.50 –0.72% 10.8% % %

*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 1.0410 2.0639 1.0143 0.1739 0.0443 0.2043 0.0098 0.3186 1.6355 0.2194 1.0200 ...

 Canada 1.0206 2.0234 0.9944 0.1705 0.0434 0.2002 0.0096 0.3124 1.6034 0.2151 ... 0.9804

 Denmark 4.7456 9.4088 4.6242 0.7927 0.2019 0.9311 0.0445 1.4525 7.4560 ... 4.6500 4.5588

 Euro 0.6365 1.2619 0.6202 0.1063 0.0271 0.1249 0.0060 0.1948 ... 0.1341 0.6237 0.6114

 Israel 3.2673 6.4778 3.1837 0.5457 0.1390 0.6411 0.0306 ... 5.1333 0.6885 3.2015 3.1387

 Japan 106.6950 211.5388 103.9659 17.8214 4.5382 20.9350 ... 32.6559 167.6338 22.4832 104.5466 102.4966

 Norway 5.0965 10.1046 4.9661 0.8513 0.2168 ... 0.0478 1.5599 8.0074 1.0740 4.9939 4.8960

 Russia 23.5102 46.6125 22.9088 3.9269 ... 4.6130 0.2203 7.1957 36.9381 4.9542 23.0368 22.5851

 Sweden 5.9869 11.8699 5.8338 ... 0.2547 1.1747 0.0561 1.8324 9.4063 1.2616 5.8663 5.7513

 Switzerland 1.0263 2.0347 ... 0.1714 0.0437 0.2014 0.0096 0.3141 1.6124 0.2163 1.0056 0.9859

 U.K. 0.5044 ... 0.4915 0.0842 0.0215 0.0990 0.0047 0.1544 0.7924 0.1063 0.4942 0.4845

 U.S. ... 1.9826 0.9744 0.1670 0.0425 0.1962 0.0094 0.3061 1.5711 0.2107 0.9799 0.9606

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 777.00 –3.50 –0.45% 799.25 258.50
Soybeans (cents/bu.) CBOT 1631.00 1.00 0.06% 1,636.75 622.00
Wheat (cents/bu.) CBOT 887.50 7.25 0.82 1,278.00 499.00
Live cattle (cents/lb.) CME 103.800 –0.200 –0.19 106.150 90.700
Cocoa ($/ton) ICE-US 3,136 –112 –3.45 3,290 1,818
Coffee (cents/lb.) ICE-US 151.90 –4.05 –2.60 176.05 120.75
Sugar (cents/lb.) ICE-US 13.91 –0.07 –0.50 15.43 9.72
Cotton (cents/lb.) ICE-US 75.35 0.06 0.08 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 3,635.00 19 0.53 4,440 1,965
Cocoa (pounds/ton) LIFFE 1,712 –60 –3.39 1,800 915
Robusta coffee ($/ton) LIFFE 2,482 –52 –2.05 2,840 1,488

Copper (cents/lb.) COMEX 394.90 –11.45 –2.82 422.00 276.00
Gold ($/troy oz.) COMEX 933.60 –12.90 –1.36 1,039.80 687.40
Silver (cents/troy oz.) COMEX 1837.00 –5.50 –0.30 2,132.00 1,241.50
Aluminum ($/ton) LME 3,207.50 74.00 2.36 3,211.50 2,375.00
Tin ($/ton) LME 23,000.00 –650.00 –2.75 25,450.00 13,525.
Copper ($/ton) LME 8,811.00 221.00 2.57 8,811.00 6,335.00
Lead ($/ton) LME 1,645.00 –95.00 –5.46 3,875.00 1,645.00
Zinc ($/ton) LME 1,829.00 –58.00 –3.07 3,750.00 1,829.00
Nickel ($/ton) LME 21,100 –400 –1.86 36,100 21,100

Crude oil ($/bbl.) NYMEX 145.29 1.72 1.20 145.85 66.48
Heating oil ($/gal.) NYMEX 4.1060 0.0345 0.85 4.1350 1.7875
RBOB gasoline ($/gal.) NYMEX 3.5710 0.0216 0.61 3.6021 2.0387
Natural gas ($/mmBtu) NYMEX 13.577 0.188 1.40 13.694 4.620
Brent crude ($/bbl.) ICE-EU 146.60 1.79 1.24 147.20 60.15
Gas oil ($/ton) ICE-EU 1,318.25 23.75 1.83 1,331.00 610.00

Source: Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Jul. 3, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 14 ALL COUNTRY (AC) WORLD* 348.28 –1.22%–13.6% –12.9%

2.90% 14 World (Developed Markets) 1,375.41 –1.23%–13.4% –14.2%

2.60% 15 World ex-EMU 158.55 –1.53%–12.4% –14.0%

2.70% 15 World ex-UK 1,362.42 –1.26%–13.1% –13.5%

3.60% 12 EAFE 1,926.09 –0.43%–14.5% –14.9%

2.30% 14 Emerging Markets (EM) 1,057.15 –1.08%–15.1% –0.2%

4.10% 11 EUROPE 98.20 –0.80%–22.9% –28.5%

4.20% 10 EMU 228.72 0.25%–18.2% –15.1%

4.00% 11 Europe ex-UK 107.44 –0.39%–22.9% –27.0%

5.60% 8 Europe Value 111.58 –0.25%–26.4% –34.5%

2.70% 14 Europe Growth 84.08 –1.33%–19.5% –22.2%

3.20% 12 Europe Small Cap 168.17 –1.82%–21.9% –35.1%

2.00% 11 EM Europe 393.76 –0.79%–18.1% –7.4%

4.30% 10 UK 1,605.48 –1.04%–16.4% –18.8%

3.50% 12 Nordic Countries 161.49 –0.04%–21.7% –25.9%

1.20% 12 Russia 1,389.60 –0.66% –7.5% 17.0%

2.90% 15 South Africa 698.00 –0.88% –2.1% 0.4%

3.10% 13 AC ASIA PACIFIC EX-JAPAN 422.33 –0.56%–20.3% –8.9%

1.80% 16 Japan 823.11 –1.36%–12.4% –26.7%

2.10% 16 China 60.85 –1.93%–28.7% –3.5%

1.10% 16 India 552.64 5.47%–35.4% –7.7%

1.90% 11 Korea 447.34 –2.27%–13.5% –4.7%

4.40% 13 Taiwan 285.91 –1.47%–14.4% –18.8%

2.10% 18 US BROAD MARKET 1,384.02 –2.03%–13.2% –15.6%

1.50% 32 US Small Cap 1,762.00 –2.76%–11.2% –18.3%

2.00% 15 EM LATIN AMERICA 4,491.80 –2.91% 2.1% 19.6%

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

Currencies London close on July 3
Per In

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

Argentina peso-a 4.7586 0.2101 3.0288 0.3302

Brazil real 2.5252 0.3960 1.6073 0.6222
Canada dollar 1.6034 0.6237 1.0206 0.9799

1-mo. forward 1.6042 0.6234 1.0210 0.9794
3-mos. forward 1.6053 0.6230 1.0217 0.9787
6-mos. forward 1.6063 0.6225 1.0224 0.9781

Chile peso 797.75 0.001254 507.75 0.001969
Colombia peso 2761.85 0.0003621 1757.85 0.0005689
Ecuador US dollar-f 1.5711 0.6365 1 1
Mexico peso-a 16.2913 0.0614 10.3690 0.0964
Peru sol 4.5760 0.2185 2.9125 0.3433
Uruguay peso-e 30.323 0.0330 19.300 0.0518
U.S. dollar 1.5711 0.6365 1 1
Venezuela bolivar 3373.73 0.000296 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6355 0.6114 1.0410 0.9607
China yuan 10.7641 0.0929 6.8511 0.1460
Hong Kong dollar 12.2528 0.0816 7.7987 0.1282
India rupee 67.842 0.0147 43.180 0.0232
Indonesia rupiah 14470 0.0000691 9210 0.0001086
Japan yen 167.63 0.005965 106.70 0.009373

1-mo. forward 167.35 0.005976 106.51 0.009388
3-mos. forward 166.77 0.005996 106.15 0.009421
6-mos. forward 165.86 0.006029 105.56 0.009473

Malaysia ringgit-c 5.1290 0.1950 3.2645 0.3063
New Zealand dollar 2.0762 0.4817 1.3214 0.7568
Pakistan rupee 110.059 0.0091 70.050 0.0143
Philippines peso 71.322 0.0140 45.395 0.0220
Singapore dollar 2.1407 0.4671 1.3625 0.7339
South Korea won 1642.24 0.0006089 1045.25 0.0009567
Taiwan dollar 47.744 0.02094 30.388 0.03291
Thailand baht 52.429 0.01907 33.370 0.02997

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

Euro zone euro 1 1 0.6365 1.5711
1-mo. forward 1.0015 0.9985 0.6375 1.5687
3-mos. forward 1.0047 0.9953 0.6395 1.5638
6-mos. forward 1.0093 0.9908 0.6424 1.5567

Czech Rep. koruna-b 23.821 0.0420 15.162 0.0660
Denmark krone 7.4560 0.1341 4.7456 0.2107
Hungary forint 235.36 0.004249 149.80 0.006676
Malta lira 0.4602 2.1727 0.2929 3.4137
Norway krone 8.0074 0.1249 5.0965 0.1962
Poland zloty 3.3494 0.2986 2.1318 0.4691
Russia ruble-d 36.938 0.02707 23.510 0.04253
Slovak Rep. koruna 30.2666 0.03304 19.2640 0.05191
Sweden krona 9.4063 0.1063 5.9869 0.1670
Switzerland franc 1.6124 0.6202 1.0263 0.9744

1-mo. forward 1.6118 0.6204 1.0259 0.9748
3-mos. forward 1.6114 0.6206 1.0256 0.9750
6-mos. forward 1.6102 0.6210 1.0249 0.9757

Turkey lira 1.9552 0.5115 1.2445 0.8036
U.K. pound 0.7924 1.2619 0.5044 1.9826

1-mo. forward 0.7942 1.2591 0.5055 1.9782
3-mos. forward 0.7979 1.2533 0.5078 1.9692
6-mos. forward 0.8032 1.2449 0.5112 1.9560

MIDDLE EAST/AFRICA
Bahrain dinar 0.5923 1.6883 0.3770 2.6525
Egypt pound-a 8.3782 0.1194 5.3325 0.1875
Israel shekel 5.1333 0.1948 3.2673 0.3061
Jordan dinar 1.1139 0.8977 0.7090 1.4104
Kuwait dinar 0.4161 2.4033 0.2648 3.7760
Lebanon pound 2365.37 0.0004228 1505.50 0.0006642
Saudi Arabia riyal 5.8919 0.1697 3.7501 0.2667
South Africa rand 12.1755 0.0821 7.7494 0.1290
United Arab dirham 5.7708 0.1733 3.6730 0.2723
SDR -f 0.9601 1.0415 0.6111 1.6364

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.

 11 EUROPE DJ Stoxx 600 283.08 2.39 0.85% –22.4% –28.3%

 11 DJ Stoxx 50 2873.68 33.12 1.17 –22.0% –27.2%

 11 Euro Zone DJ Euro Stoxx 316.14 2.80 0.89 –23.8% –27.4%

 10 DJ Euro Stoxx 50 3330.90 42.38 1.29 –24.3% –25.8%

 12 Austria ATX 3865.12 64.39 1.69 –14.4% –21.7%

 9 Belgium Bel-20 3087.57 5.74 0.19 –25.2% –33.5%

 14 Czech Republic PX 1441.4 –30.0 –2.04% –20.6% –24.0%

 14 Denmark OMX Copenhagen 380.46 –7.59 –1.96 –15.2% –20.8%

 10 Finland OMX Helsinki 8359.06 63.75 0.77 –27.9% –27.5%

 10 France CAC-40 4343.99 47.51 1.11 –22.6% –28.3%

 11 Germany DAX 6353.74 48.32 0.77 –21.2% –20.5%

 … Hungary BUX 20091.75 –124.94 –0.62 –23.4% –31.1%

 5 Ireland ISEQ 4932.56 42.26 0.86 –28.9% –47.3%

 9 Italy S&P/MIB 29094 120 0.41 –24.5% –30.8%

 6 Netherlands AEX 408.55 0.15 0.04 –20.8% –25.8%

 10 Norway All-Shares 515.64 –15.74 –2.96 –9.5% –13.5%

 17 Poland WIG 40101.76 –318.23 –0.79 –27.9% –40.0%

 11 Portugal PSI 20 8694.85 –27.00 –0.31 –33.2% –35.2%

 … Russia RTSI 2211.73 –43.73 –1.94% –3.4% 12.1%

 10 Spain IBEX 35 11980.1 123.2 1.04% –21.1% –19.6%

 15 Sweden OMX Stockholm 274.10 –0.55 –0.20 –22.1% –34.1%

 12 Switzerland SMI 6844.06 0.31 unch. –19.3% –25.8%

 … Turkey ISE National 100 33919.76 353.36 1.05 –38.9% –32.0%

 9 U.K. FTSE 100 5476.6 50.3 0.93 –15.2% –17.5%

 13 ASIA-PACIFIC DJ Asia-Pacific 137.58 –1.63 –1.17 –13.0% –15.4%

 … Australia SPX/ASX 200 4998.3 –96.5 –1.89 –21.2% –21.4%

 … China CBN 600 22168.86 562.35 2.60 –46.5% –20.1%

 13 Hong Kong Hang Seng 21242.78 –461.67 –2.13 –23.6% –4.5%

 12 India Sensex 13094.11 –570.51 –4.18 –35.5% –11.9%

 … Japan Nikkei Stock Average 13265.40 –20.97 –0.16 –13.3% –27.2%

 … Singapore Straits Times 2880.45 –25.78 –0.89 –16.9% –17.1%

 11 South Korea Kospi 1606.54 –17.06 –1.05 –15.3% –13.1%

 14 AMERICAS DJ Americas 333.00 –0.71 –0.21 –11.7% –13.7%

 … Brazil Bovespa 59706.80 –1399.42 –2.29 –6.5% 7.1%

 22 Mexico IPC 28524.40 –156.43 –0.55 –3.4% –11.2%

*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

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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Heineken set to keep shop
Brewer offers wares
to reach young men,
in marketing trend

Sweden sells property firm
amid a privatization drive

IBM to buy potential mainframe rival
Personal Technology

Vodafone sets deal for Ghana firm

Abbott Labs coated stent
gains approval from U.S.
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Heineken’s new store in Amsterdam
sells clothing, music and concert tickets.

Tips of the trade-in
Switching from Windows to
Mac? Walter S. Mossberg
can help > Page 27

CORPORATE NEWS

By Aaron O. Patrick

Dutch beer company Heineken
NV is borrowing a marketing tech-
nique from Disney, Apple and Nike
to reach an elusive audience:
young men. On Saturday it plans to
open a shop in central Amsterdam
selling Heineken-branded cloth-
ing, music, concert tickets and, of
course, beer.

The store isn’t designed to
make a profit—it is essentially a
big beer ad. “Think about the num-
ber of TV commercials, but you
only have one concept store,” said
Melinda Eskell, Heineken’s global
manager of brand communica-
tions.

With about 179 brands, includ-
ing Amstel, Tiger and Murphy’s,
Heineken is the fourth-largest
brewer by volume after InBev NV,
Anheuser-Busch Cos. and SAB-
Miller PLC. In Amsterdam it sells
three of the most popular beers:
Heineken, Amstel and Brand.

Heineken marketers got the

idea for a shop after seeing how
popular the Heineken museum, a
former brewery in Amsterdam, is
with young tourists. It draws some
500,000 visitors a year, a company
spokeswoman said. Part of the at-
traction: several glasses of beer
are included in the ticket price.
(The museum is being renovated
and will re-open next month).

So Heineken’s Dutch unit de-
cided to build a shop that would ap-
peal to local customers, who are
mostly men age 18 to 22, Ms. Eskell
said. The shop will sell a new line of
T-shirts, shoes, bags and a few
skirts, all with the Heineken logo.
The majority of the shoppers are ex-
pected to be Dutch, Ms. Eskell said.

The shop, at 31 Amstelstraat,
near the city’s Rembrandt Mu-
seum, will have a small music stu-
dio where customers can use syn-
thesizers to create and record mu-
sic. It will also sell tickets to con-
certs and sporting events that Hei-
neken will sponsor, such as the
Champions League European foot-
ball competition.

Beer will also be on sale, chilled.
But it isn’t licensed to serve alco-
hol, so the beer can’t be consumed
in the shop.

In using a shop as a marketing
tool, Heineken is following in the
steps of companies like Apple,
Nike, Disney and others who have
opened stores to promote their
products. “But I don’t know of any
beer brands that have a concept
store like this one,” Ms. Eskell said.

Heineken declined to discuss
the cost of running the store, and
Ms. Eskell said there are no plans
to open similar shops elsewhere.

By William M. Bulkeley

International Business Ma-
chines Corp. said it agreed to buy
Platform Solutions Inc. in a deal
that eliminates litigation and a po-
tential competitor for its lucrative
mainframe business.

IBM didn’t disclose what it is pay-
ing for Platform, a venture-capital
backed, Sunnyvale, Calif., company
with about 30 employees and ambi-
tious plans to sell powerful comput-
ers that run the same software that
runs on IBM’s Z-system mainframe
computer.

The deal comes less than three
months after European Union anti-
trust regulators said they would
question IBM about its actions in

the mainframe market. The EU activ-
ity followed complaints by Platform
Solutions. An IBM spokesman said
the EU hasn’t started a formal inves-
tigation. Platform dropped its com-
plaint to the EU when IBM an-
nounced the acquisition, eliminat-
ing the EU’s grounds for its inquiry.

The pre-existing complaint has
“no bearing” on any merger examina-
tion, said Jonathan Todd, an EU
spokesman. Under European regula-
tions, companies have to seek anti-
trust clearance based on the amount
of the parties’ revenue in Europe.

The Computer & Communications
Industry Association, a trade group
that has long tangled with IBM over
antitrust issues, said that “antitrust
authorities should nevertheless re-

view this extinguishing of competi-
tion in the mainframe market.”

IBM said Platform Solutions’ reve-
nues are too small to require review of
the deal in either the U.S. or the EU.
IBM said it will drop a 2006 lawsuit it
filed against Platform in U.S. district
court in White Plains, N.Y., alleging
theft of trade secrets and copyright vi-
olations. It said Platform will drop a
2007 countersuit it filed against IBM.

Ed Black, president and chief exec-
utive of the trade group, said IBM’s
agreement to buy Platform “means it
was scared about the case and wanted
to get rid of the problem.”

Platform wasn’t immediately
available for comment.
 —Charles Forelle

contributed to this article.

By Gustav Sandstrom

STOCKHOLM—Sweden’s govern-
ment continued its privatization
drive Thursday, selling Vasakronan
to Swedish property company AP
Fastigheter for 41.1 billion Swedish
kronor ($6.88 billion).

The sale of the wholly owned
property company knocks another
company off the government’s
shortlist of assets it is looking to sell
in a 200-billion-kronor privatiza-
tion drive that started in 2006.

Still to be sold are stakes in tele-
communications company TeliaSon-
era AB, bank Nordea AB and mort-
gage company SBAB. The govern-
ment has sold stock-exchange opera-
tor OMX AB and spirits company Vin
& Sprit AB, the maker of Absolut
vodka.

Sweden is selling the stakes in a
bid to reduce state ownership in com-
panies, cut debt and lower taxes. As
with proceeds from other sales so
far, the government said it will use
the Vasakronan funds to pay off debt.

Most market-watchers say the
sale of Vasakronan, which comes
three days after France Télécom
SA’s takeover approach for TeliaSon-
era fell through, signals the govern-
ment remains intent on keeping its
privatization pace despite global fi-
nancial-market turbulence.

“Considering the volatility of the
property market and the amount of
money the government has invested
in this, it probably wanted to go
ahead before prices fall further,” said
Nordea economist Annika Winsth.

Macroanalyst Elisabeth Kopel-
man at SEB said the sale is “clearly
positive for the government” as Fi-
nancial Markets Minister Mats Odell,
who heads the privatization cam-
paign, “is able to check off another
company on his privatization list.”

Ms. Kopelman said the 24.6-bil-
lion-kronor net gain from the deal is
about five billion kronor lower than
expected, but added it is still reason-
able, as higher interest rates are
pushing financing costs higher.

The government is TeliaSonera’s
largest shareholder with a 37.3%
stake in the company, and holds
19.9% of Nordea. The other asset left
to sell, SBAB, isn’t nearly as big.

France Télécom’s bid for Telia-
Sonera fell through Monday after
the Nordic company said the offer,
valuing it at $42 billion, was too low.

Mr. Odell said he agreed and reit-
erated he is looking to sell the stake.

By Cassell Bryan-Low

Vodafone Group PLC agreed to
acquire a controlling stake in Ghana
Telecom Co. for $900 million, under-
scoring telecommunications compa-
nies’ interest in Africa as one of the
few remaining regions offering ro-
bust growth.

U.K.-based Vodafone, the
world’s largest cellphone-service
provider by sales, said Thursday
that it plans to acquire a 70% stake
in the state-controlled operator
from the government of Ghana, as
expected. The government will re-
tain a 30% stake.

About 35% of Ghana’s population
of roughly 24 million has a cell-
phone. Ghana Telecom operates the
carrier under the brand Onetouch.
It had about 1.4 million mobile cus-
tomers as of the end of the first quar-
ter and is the country’s third-largest
cellphone carrier in terms of market
share behind MTN Group Ltd. and
Millicom International Cellular SA.
Ghana Telecom also sells fixed-line
telephone service and has a virtual

monopoly in that market.
Vodafone will face stiff competi-

tion. Ghana has five mobile carriers
and a sixth is to launch soon. That in-
cludes well-established pan-African
companies like MTN that have sig-
nificant experience operating on
the continent and Onetouch has
been losing share of new customers.

The U.K. firm said that Ghana
Telecom plans to invest $500 mil-
lion over the next five years to ex-
pand the mobile network and
Vodafone is targeting 25% mobile
market share “over time.” The Gha-
naian government also agreed to
transfer the country’s fiber network
assets to Ghana Telecom.

The transaction, which is pending
approval from the Ghanaian Parlia-
ment, is expected to close this year.

The move extends Vodafone’s Af-
rican footprint, which includes a ma-
jority stake in Egyptian carrier
Vodafone Egypt and a 40% stake of
Safaricom in Kenya. Vodafone also
owns half of South Africa’s Vodacom;
the rest is owned by Telkom SA.
Vodafone has said it would be inter-

ested in increasing its stake in the
joint venture.

Vodafone has spent billions of dol-
lars in recent years pushing into fast-
paced markets, including India,
where it paid $10.9 billion for a major-
ity stake in Hutchison Essar Ltd., and
has said it continues to look for deals
in regions such as Asia and Africa.

Interest in African telecom oper-
ators has heated up as the continent
continues to liberalize and the cost
of mobile handsets declines. A
group of private-equity firms re-
cently agreed to buy a Œ1.1 billion
($1.75 billion) stake in Weather In-
vestments, which holds a control-
ling stake in Orascom Telecom Hold-
ing SAE, one of the biggest cell-
phone carriers across Africa and the
Middle East. South Africa’s MTN is
in merger talks with India’s Reli-
ance Communications Ltd. And
France Télécom SA is among those
interested in Algeria’s state-owned
Algeria Telecom, which is expected
to be privatized, though the timing
has been delayed.

By Shirley S. Wang

Abbott Laboratories received
regulatory approval for its Xience V
drug-coated stent, which is ex-
pected to be the top seller in the
roughly $2 billion U.S. market be-
cause it appears to be more effec-
tive than rival devices.

Stents are tiny mesh scaffolds
used to prop open diseased arteries,
and coated ones release a medica-
tion that prevents the passageways
from becoming reclogged by tissue
buildup. Xience will compete prima-
rily with Boston Scientific Corp.’s
Taxus, which had $1 billion in domes-
tic sales last year, and Johnson &
Johnson’s Cypher, which brought in
$825 million in the U.S.

“It’s the only approved stent
that, from the beginning, the clini-
cal trials were set up to show superi-
ority to another market-leading
stent,” said Rick Wise, an analyst at
health-care investment bank
Leerink Swann.

The U.S. Food and Drug Adminis-
tration’s approval Wednesday also
clears Boston Scientific to begin sell-
ing the Abbott-made stent under
the name Promus, with Abbott re-
ceiving 40% of the revenue under a
profit-sharing deal. Additionally,
the approval triggers a $250 million
payment to Boston Scientific from
Abbott, per an agreement linked to
their 2006 joint purchase of
Guidant Corp., which originally de-
veloped Xience.

As part of the approval, the FDA re-
quired Abbott to conduct a postmar-
keting study for five years—as it did
when it approved Medtronic Inc.’s En-
deavor stent earlier this year—to
track the long-term safety of the de-
vice. The Abbott Park, Ill., company
said it has identified the clinical cen-
ters that will carry out the study of
5,000 patients and is prepared to be-
gin enrollment within days.

Abbott’s marketing plan will em-
phasize that Xience evolved from
the company’s Vision stent, the top
seller among bare-metal stents. Ab-
bott believes doctors will find it
helpful to offer patients a choice of
identical stents with or without a
drug coating, according to John Ca-
pek, executive vice president for
medical products at Abbott. Some
patients may not be suited to drug-
eluting stents if they aren’t willing
to take the attendant anticlotting
therapy.

“Vision becomes an important
part of the marketing strategy,” Dr.
Capek said. “It gives Xience a launch-
ing pad in the U.S.”

Boston Scientific, of Natick,
Mass., said it intends to market both
Promus and Taxus in an attempt to
remain at the top of the niche. “Our
basic approach is we want to be the
leader in the coated-stent business,
period,” Boston Scientific Chief Ex-
ecutive Jim Tobin told analysts at a
Goldman Sachs health-care confer-
ence last month.
 —Jon Kamp

contributed to this article.
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PF (LUX)-Asian Eq-Ica AS EQ LUX 07/02 USD 186.68 –20.9 –8.7 14.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/02 USD 179.94 –21.4 –9.5 13.3
PF (LUX)-Biotech-Pca OT EQ LUX 07/01 USD 338.98 1.9 12.7 17.9
PF (LUX)-CHF Liq-Pca CH MM LUX 07/01 CHF 123.32 1.1 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/01 CHF 95.19 1.1 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 07/01 EUR 172.14 –22.6 –28.5 –3.1
PF (LUX)-East Eu-Pca EU EQ LUX 07/01 EUR 396.45 –22.9 –13.8 6.8
PF (LUX)-Emg Mkts-Lca GL EQ LUX 07/02 USD 189.38 –18.0 –1.9 19.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/02 USD 627.35 –14.5 –0.6 19.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/01 EUR 108.58 –20.5 –25.8 –3.6
PF (LUX)-EUR Bds-Pca EU BD LUX 07/01 EUR 352.12 –2.6 –1.5 –1.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/01 EUR 276.52 –2.6 –1.5 –1.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/01 EUR 128.21 –2.2 –2.2 –0.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/01 EUR 93.47 –2.2 –2.2 –0.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/01 EUR 133.40 –6.9 –11.5 –2.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/01 EUR 86.28 –6.9 –11.5 –2.5
PF (LUX)-EUR Liq-Pca EU MM LUX 07/01 EUR 132.43 2.0 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/01 EUR 98.92 2.0 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/01 EUR 462.62 –24.1 –31.1 –5.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/01 EUR 143.18 –22.3 –31.0 –8.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/01 USD 198.70 –1.0 3.7 7.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/01 USD 141.67 –1.0 3.6 7.7
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 07/01 USD 20.83 –14.3 –16.6 –0.1
PF (LUX)-Gr China-Pca AS EQ LUX 07/02 USD 331.74 –22.5 –5.4 23.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/01 USD 292.58 –44.8 –19.7 12.6
PF (LUX)-Jap Index-Pca JP EQ LUX 07/02 JPY 12564.66 –11.5 –25.9 –7.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/02 JPY 11807.66 –11.9 –30.7 –12.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/02 JPY 11561.82 –12.2 –31.1 –13.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/02 JPY 6151.75 –10.7 –27.2 –13.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/02 USD 275.58 –13.6 –3.9 17.1
PF (LUX)-Piclife-Pca CH BA LUX 07/01 CHF 769.68 –9.4 –12.1 –1.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/01 EUR 59.35 –22.8 –31.7 –7.3
PF (LUX)-Security-Pca GL EQ LUX 07/01 USD 94.03 –15.7 –18.2 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/01 EUR 514.51 –16.7 –28.5 –2.0
PF (LUX)-US Eq-Ica US EQ LUX 07/01 USD 118.57 –7.9 –8.0 6.3
PF (LUX)-USA Index-Pca US EQ LUX 07/01 USD 102.12 –12.0 –13.5 1.8
PF (LUX)-USD Bds-Pca US BD LUX 07/01 USD 478.07 1.3 7.9 5.9
PF (LUX)-USD Bds-Pdi US BD LUX 07/01 USD 361.20 1.3 7.9 5.9
PF (LUX)-USD Liq-Pca US MM LUX 07/01 USD 128.97 1.5 3.5 4.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/01 USD 86.94 1.5 3.5 4.3
PF (LUX)-Water-Pca GL EQ LUX 07/01 EUR 130.98 –16.1 –19.5 0.0
PF (LUX)-WldGovBds-Pca GL BD LUX 07/01 USD 153.32 4.2 14.8 7.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/01 USD 129.75 4.2 14.8 7.5

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 07/02 USD 12.12 –16.2 –20.2 –3.7
Japan Fund USD JP EQ IRL 07/03 USD 15.66 –7.0 –16.0 –6.7

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 07/02 EUR 768.41 –21.9 NS NS
Core Eurozone Eq B EU EQ IRL 07/02 EUR 892.12 NS NS NS
Euro Fixed Income A EU BD IRL 07/02 EUR 1194.73 –4.3 –5.0 –2.6
Euro Fixed Income B EU BD IRL 07/02 EUR 1264.08 –4.0 –4.4 –2.0
Euro Small Cap A EU EQ IRL 07/02 EUR 1385.49 –21.3 –36.5 –10.5
Euro Small Cap B EU EQ IRL 07/02 EUR 1470.71 –21.1 –36.1 –10.0

Eurozone Agg Eq A EU EQ IRL 07/02 EUR 719.55 –24.9 –31.5 NS
Eurozone Agg Eq B EU EQ IRL 07/02 EUR 1024.95 –24.6 –31.1 –5.9
Glbl Bd (EuroHdg) A GL BD IRL 07/02 EUR 1259.75 –2.6 –1.4 0.0
Glbl Bd (EuroHdg) B GL BD IRL 07/02 EUR 1323.90 –2.3 –0.8 0.6
Glbl Bd A EU BD IRL 07/02 EUR 940.68 –6.7 –8.4 –5.8
Glbl Bd B EU BD IRL 07/02 EUR 992.63 –6.4 –7.9 –5.2
Glbl Real Estate A OT EQ IRL 07/02 USD 1096.86 –13.7 –20.7 –1.4
Glbl Real Estate B OT EQ IRL 07/02 USD 1120.78 –13.5 –20.2 –0.8
Glbl Real Estate EH-A OT EQ IRL 07/02 EUR 986.40 –15.9 –24.9 –5.7
Glbl Real Estate SH-B OT EQ IRL 07/02 GBP 93.32 –15.0 –23.3 –3.7
Glbl Strategic Yield A EU BD IRL 07/02 EUR 1455.39 –2.6 –3.1 2.4
Glbl Strategic Yield B EU BD IRL 07/02 EUR 1543.48 –2.3 –2.5 3.0
Japan Equity A JP EQ IRL 07/02 JPY 16181.00 –13.0 –28.4 –10.3
Japan Equity B JP EQ IRL 07/02 JPY 17092.00 –12.7 –28.0 –9.8
Multi St Cash Plus EH-A GL EQ IRL 07/02 EUR 1017.78 0.6 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/02 USD 2131.18 –19.5 –12.2 11.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/02 USD 2253.70 –19.2 –11.7 12.5
Pan European Eq A EU EQ IRL 07/02 EUR 1054.43 –22.4 –29.0 –6.6
Pan European Eq B EU EQ IRL 07/02 EUR 1115.29 –22.2 –28.5 –6.0
US Equity A US EQ IRL 07/02 USD 994.70 –14.3 –13.3 1.5
US Equity B US EQ IRL 07/02 USD 1055.57 –14.0 –12.8 2.1
US Small Cap A US EQ IRL 07/02 USD 1480.39 –13.8 –18.8 –2.1
US Small Cap B US EQ IRL 07/02 USD 1571.83 –13.6 –18.3 –1.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/02 SEK 91.66 –21.4 –31.9 –6.7
Choice Japan Fd JP EQ LUX 07/02 JPY 69.18 –12.5 –30.0 –12.0
Choice Jpn Chance/Risk JP EQ LUX 07/02 JPY 76.51 –14.5 –27.0 –7.5
Choice NthAmChance/Risk US EQ LUX 07/02 USD 5.00 –4.4 –3.0 7.6
Ethical Europe Fd EU EQ LUX 07/02 EUR 2.34 –23.4 –30.0 –5.5
Europe 1 Fd EU EQ LUX 07/02 EUR 3.34 –23.3 –30.2 –5.4
Europe 2 Fd EU EQ LUX 07/02 EUR 1.11 –23.5 –30.2 –5.6
Europe 3 Fd EU EQ LUX 07/02 GBP 3.88 –17.5 –17.8 1.3
Global Chance/Risk Fd GL EQ LUX 07/01 EUR 0.67 –15.2 –24.7 –6.1
Global Fd GL EQ LUX 07/02 USD 2.65 –10.3 –12.8 4.3
Intl Mixed Fd -C- NO BA LUX 07/02 USD 31.24 –6.2 –5.4 6.0
Intl Mixed Fd -D- NO BA LUX 07/02 USD 22.05 –6.2 –5.4 7.4
Nordic Fd NO EQ LUX 07/02 EUR 6.24 –15.7 –22.6 2.5
Wireless Fd OT EQ LUX 07/02 EUR 0.14 –25.8 –27.1 –3.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/02 USD 7.16 –21.2 –14.0 10.1
Currency Alpha EUR -IC- OT OT LUX 07/02 EUR 10.59 3.7 3.5 NS
Currency Alpha EUR -RC- OT OT LUX 07/02 EUR 10.56 3.4 3.0 NS
Currency Alpha SEK -ID- OT OT LUX 07/02 SEK 102.68 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 07/02 SEK 99.92 NS NS NS
Generation Fd 80 OT OT LUX 07/02 SEK 8.08 –14.5 NS NS
Nordic Focus EUR NO EQ LUX 07/02 EUR 83.90 –15.2 NS NS
Nordic Focus NOK NO EQ LUX 07/02 NOK 83.85 NS NS NS
Nordic Focus SEK NO EQ LUX 07/02 SEK 84.55 –15.0 NS NS
Russia Fd EE EQ LUX 07/02 EUR 11.30 –7.0 4.0 NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 07/02 USD 1.28 –21.4 –13.9 11.5
Choice North America Eq. Fd US EQ LUX 07/02 USD 2.11 –13.2 –14.7 1.3
Ethical Global Fd GL EQ LUX 07/02 USD 0.96 –12.5 –16.7 1.9
Ethical Sweden Fd NO EQ LUX 07/02 SEK 36.68 –17.7 –27.1 –0.6
Europe Fd EU EQ LUX 07/02 USD 2.93 –17.3 –18.3 16.9
Global Equity Fd GL EQ LUX 07/02 USD 1.69 –10.7 –13.4 5.1
Index Linked Bd Fd SEK OT BD LUX 07/02 SEK 12.76 2.1 7.4 4.6
Medical Fd OT EQ LUX 07/02 USD 3.44 –10.6 –7.6 1.6
Short Medium Bd Fd SEK NO MM LUX 07/02 SEK 9.05 1.9 3.5 2.9
Technology Fd OT EQ LUX 07/02 USD 2.46 –13.6 –7.6 5.1
World Fd GL EQ LUX 07/02 USD 2.48 –7.3 –8.5 12.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/02 EUR 1.26 1.5 2.3 2.6
Short Bond Fd SEK NO MM LUX 07/02 SEK 21.39 2.0 3.5 3.0
Short Bond Fd USD US MM LUX 07/02 USD 2.48 1.0 3.2 3.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/02 SEK 10.15 –0.6 1.3 1.5
Alpha Bond Fd SEK -B- NO BD LUX 07/02 SEK 9.11 –0.6 1.3 1.5
Alpha Bond Fd SEK -C- NO BD LUX 07/02 SEK 25.46 –0.6 1.1 1.3
Alpha Bond Fd SEK -D- NO BD LUX 07/02 SEK 8.48 –0.6 1.1 1.3

Alpha Short Bd SEK -A- NO MM LUX 07/02 SEK 10.72 2.0 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 07/02 SEK 10.05 2.0 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 07/02 SEK 20.99 2.0 3.6 3.0
Alpha Short Bd SEK -D- NO MM LUX 07/02 SEK 8.72 2.0 3.6 3.0
Bond Fd EUR -C- EU BD LUX 07/02 EUR 1.20 –0.9 1.3 0.7
Bond Fd EUR -D- EU BD LUX 07/02 EUR 0.48 –0.9 1.3 0.8
Bond Fd SEK -C- NO BD LUX 07/02 SEK 37.67 –0.3 1.6 1.3
Bond Fd SEK -D- NO BD LUX 07/02 SEK 11.30 –0.3 1.6 1.3
Corp. Bond Fd EUR -C- EU BD LUX 07/02 EUR 1.16 –1.7 –1.7 –0.4
Corp. Bond Fd EUR -D- EU BD LUX 07/01 EUR 0.91 –0.8 –0.8 –0.2
Corp. Bond Fd SEK -C- NO BD LUX 07/02 SEK 11.95 –0.9 0.0 1.0
Corp. Bond Fd SEK -D- NO BD LUX 07/02 SEK 9.39 –0.7 0.2 1.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/02 EUR 96.00 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/02 EUR 95.97 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 07/02 SEK 98.50 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/02 SEK 908.17 NS NS NS
Flexible Bond Fd -C- NO BD LUX 07/02 SEK 19.98 1.3 2.6 2.6
Flexible Bond Fd -D- NO BD LUX 07/02 SEK 11.31 1.3 2.6 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 07/02 SEK 104.78 –1.3 –4.1 0.5
Global Hedge I SEK -D- OT OT LUX 07/02 SEK 95.76 –4.2 –6.9 –0.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/02 USD 2.85 –14.5 3.6 22.5
Eastern Europe Fd EE EQ LUX 07/02 EUR 3.16 –22.4 –25.7 6.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/02 SEK 24.56 –26.5 –32.6 –0.8
Eastern Europe SmCap Fd EU EQ LUX 07/02 EUR 3.38 –19.0 –29.7 7.8
Europe Chance/Risk Fd EU EQ LUX 07/02 EUR 1292.34 –24.0 –29.0 –6.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 07/02 USD 21.70 –34.4 –14.6 23.2
Eq. Pacific A AS EQ LUX 07/02 USD 10.41 –24.9 –10.9 16.2

n SGAM Fund
Bonds CHF A CH BD LUX 07/02 CHF 25.89 –0.8 0.6 –0.4
Bonds ConvEurope A EU BD LUX 07/02 EUR 29.53 1.6 5.2 9.2
Bonds Eur Corp A EU BD LUX 07/01 EUR 21.32 –2.9 –3.2 –0.9
Bonds Eur Hi Yld A EU BD LUX 07/01 EUR 19.33 –8.8 –13.2 –2.9
Bonds EURO A EU BD LUX 07/02 EUR 36.37 –1.6 0.3 0.3
Bonds Europe A EU BD LUX 07/02 EUR 34.95 –2.3 –1.0 –0.2
Bonds US MtgBkSec A US BD LUX 07/01 USD 21.94 –13.0 –8.0 –2.0
Bonds US OppsCoreplus A US BD LUX 07/01 USD 31.66 0.6 6.6 5.3
Bonds World A GL BD LUX 07/01 USD 38.82 4.4 14.6 8.3
Eq. ConcentratedEuropeA EU EQ LUX 07/02 EUR 30.84 –23.6 –30.9 –7.8
Eq. Eastern Europe A EU EQ LUX 07/02 EUR 35.43 –19.6 –14.9 9.8
Eq. Equities Global Energy OT EQ LUX 07/02 USD 28.41 12.8 25.4 25.0
Eq. Euroland A EU EQ LUX 07/02 EUR 12.93 –25.2 –30.1 –6.6
Eq. Euroland MidCapA EU EQ LUX 07/02 EUR 23.63 –18.5 –29.8 –6.2
Eq. EurolandCyclclsA EU EQ LUX 07/02 EUR 20.15 –20.5 –22.4 0.0
Eq. EurolandFinancialA OT EQ LUX 07/02 EUR 13.32 –28.5 –36.2 –14.4
Eq. Glbl Emg Cty A GL EQ LUX 07/02 USD 11.34 –16.1 –2.1 16.2
Eq. Global A GL EQ LUX 07/02 USD 31.87 –16.8 –19.8 –1.1
Eq. Global Technol A OT EQ LUX 07/02 USD 6.06 –14.6 –21.1 –2.9
Eq. Gold Mines A OT EQ LUX 07/02 USD 30.83 2.9 23.0 11.7
Eq. Japan A JP EQ LUX 07/02 JPY 1129.77 –14.7 –29.3 –11.5
Eq. Japan Sm Cap A JP EQ LUX 07/02 JPY 1307.87 –23.3 –40.0 –30.3
Eq. Japan Target A JP EQ LUX 07/02 JPY 1938.61 –4.3 –22.3 –9.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 07/02 GBP 12.28 –28.0 –33.9 –13.6
Eq. US ConcenCore A US EQ LUX 07/02 USD 23.24 –13.4 –10.3 –1.8
Eq. US Lg Cap Gr A US EQ LUX 07/02 USD 19.03 –5.4 –3.8 4.5
Eq. US Mid Cap A US EQ LUX 07/02 USD 34.50 –11.9 –0.2 7.5
Eq. US Multi Strg A US EQ LUX 07/02 USD 25.95 –9.9 –14.1 –0.4
Eq. US Rel Val A US EQ LUX 07/02 USD 24.02 –16.1 –25.7 –6.2
Eq. US Sm Cap Val A US EQ LUX 07/02 USD 20.52 –17.8 –28.9 –10.4
Eq. US Value Opp A US EQ LUX 07/02 USD 22.20 –12.9 –24.4 –7.7
Money Market EURO A EU MM LUX 07/02 EUR 26.55 2.1 4.2 3.7
Money Market USD A US MM LUX 07/02 USD 15.56 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 07/03 EEK 186.19 –30.5 –40.6 –10.4
New Europe Small Cap EUR EE EQ EST 07/03 EEK 102.40 –26.5 –38.8 –5.5
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 07/02 JPY 13328.00 –20.5 –38.2 –17.1
YMR-N Japan Fund JP EQ IRL 07/02 JPY 14471.00 –16.8 –33.1 –10.8
YMR-N Low Price Fund JP EQ IRL 07/02 JPY 19369.00 –15.1 –32.6 –13.5
YMR-N Small Cap Fund JP EQ IRL 07/02 JPY 9392.00 –24.2 –42.7 –22.3
Yuki Mizuho Gen Jpn III JP EQ IRL 07/03 JPY 7352.00 –20.9 –34.4 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 07/03 JPY 7859.00 –19.1 –36.0 –17.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/03 JPY 10226.00 –18.4 –33.3 –14.7
Yuki Mizuho Jpn Gen JP EQ IRL 07/03 JPY 12309.00 –19.9 –36.6 –14.7
Yuki Mizuho Jpn Gro JP EQ IRL 07/03 JPY 9416.00 –23.7 –39.1 –18.2
Yuki Mizuho Jpn Inc JP EQ IRL 07/03 JPY 11795.00 –10.0 –29.9 –7.8
Yuki Mizuho Jpn Lg Cap AS EQ IRL 07/03 JPY 7609.00 –19.3 –33.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 07/03 JPY 15191.00 –16.1 –33.3 –13.9
Yuki Mizuho Jpn PGth JP EQ IRL 07/03 JPY 12323.00 –24.9 –36.0 –17.9
Yuki Mizuho Jpn SmCp JP EQ IRL 07/03 JPY 9300.00 –26.6 –42.9 –22.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/03 JPY 7940.00 –15.5 –31.2 –13.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/03 JPY 4201.00 –26.5 –50.0 –35.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 07/03 JPY 7143.00 –19.3 –33.0 –12.9
Yuki 77 General JP EQ IRL 07/03 JPY 9412.00 –18.1 –32.7 –12.1
Yuki 77 Growth JP EQ IRL 07/03 JPY 9437.00 –23.1 –38.7 –18.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/03 JPY 9635.00 –17.2 –36.0 –15.0
Yuki Chugoku Jpn Gro JP EQ IRL 07/03 JPY 7968.00 –21.0 –31.5 –12.9
Yuki Chugoku Jpn Inc JP EQ IRL 07/03 JPY 7971.00 –8.2 –24.5 –7.7
Yuki Chugoku JpnLowP JP EQ IRL 07/03 JPY 11063.00 –22.0 –37.7 –15.3
Yuki Chugoku JpnPurGth JP EQ IRL 07/03 JPY 7333.00 –16.2 –34.7 –13.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/03 JPY 10691.00 –16.8 –35.0 –13.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/03 JPY 7445.00 –15.6 –31.0 –11.3
Yuki Hokuyo Jpn Gro JP EQ IRL 07/03 JPY 6307.00 –21.6 –38.1 –18.6
Yuki Hokuyo Jpn Inc JP EQ IRL 07/03 JPY 7712.00 –8.5 –29.1 –9.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/03 JPY 7902.00 –18.6 –33.6 –13.5
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 07/03 JPY 7133.00 –20.1 –35.8 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/03 JPY 7954.00 –16.9 –36.4 –14.2
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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 108.74 6.1 16.0 10.5
Integrated Emg Markets EUR OT OT CYM 05/30 EUR 99.27 –5.5 1.1 4.4
Integrated European EUR OT OT CYM 05/30 EUR 152.35 2.5 –0.8 3.2
Integrated Event Driven EUR OT OT CYM 05/30 EUR 107.37 0.1 2.2 8.7
Integrated Lg/Sh Sel F EUR OT OT CYM 05/30 EUR 99.73 –0.2 2.2 7.6
Integrated Lg/ShEqA EUR OT OT IRL 05/30 EUR 115.14 –2.2 –0.3 4.9
Integrated MultSt B EUR OT OT VGB 05/30 EUR 140.25 0.5 3.7 5.9
Integrated Relative Value EUR OT OT CYM 05/30 EUR 99.13 –1.3 –0.6 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 06/30 EUR 74.93 –7.6 –19.5 –16.3

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 07/02 USD 16.26 –6.2 –13.6 –3.1

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 07/01 USD 76.93 61.6 42.3 34.0
Superfund GCT USD* GL EQ LUX 07/01 USD 3588.00 47.9 29.4 23.7
Superfund Gold A (SPC) GL OT CYM 07/01 USD 1290.67 46.9 70.5 41.3
Superfund Gold B (SPC) GL OT CYM 07/01 USD 1512.24 61.5 81.4 51.3
Superfund Q-AG* OT OT AUT 07/01 EUR 8610.00 33.2 25.9 20.5

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 06/30 EUR 1378.74 10.2 19.1 15.7
Winton Evolution GBP GL OT VGB 06/30 GBP 1352.95 10.9 21.0 17.2
Winton Evolution JPY GL OT VGB 06/30 JPY 123472.95 7.5 14.9 11.8
Winton Evolution USD GL OT CYM 06/30 USD 1348.98 10.0 19.7 16.8
Winton Futures EUR GL OT VGB 06/30 EUR 200.69 18.3 29.4 22.6
Winton Futures GBP GL OT VGB 06/30 GBP 214.97 19.3 31.8 24.4
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 14812.99 17.7 27.2 20.4
Winton Futures USD GL OT VGB 06/30 USD 716.08 18.1 30.3 23.9

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 06/30 EUR 152.59 7.8 14.0 6.6
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 06/30 USD 325.33 8.5 16.5 9.1
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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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Avis downshifts forecast
Car-rental company
issues profit warning
amid high fuel costs

Nvidia discloses
glitch in chips;
shares fall 31%

By Stephanie Chen

Avis Budget Group Inc., citing
the chilling effect of high fuel prices
on U.S. travel plans, issued a dire
profit warning just as the peak car-
rental season got under way.

The company said Wednesday
that it expects its second-quarter
and full-year results to fall short of
year-earlier levels.

Avis, based in Parsippany, N.J.,
previously had projected growth
for the year, but Wednesday said it
expects pretax income of $140 mil-
lion. For last year, it reported pre-

tax profit of $198 million and a net
loss of $916 million on revenue of
$6 billion.

The company didn’t provide a
specific estimate for the second
quarter, but the quarter “turned
out to be a significantly more chal-
lenging operating environment
than expected,” Avis Chief Execu-
tive Ronald L. Nelson said in a pre-
pared statement.

Avis was the second rental-car
company this week to scale back its
expectations, joining Dollar Thrifty
Automotive Group Inc., which man-
ages the Dollar Rent A Car and
Thrifty Car Rental brands. The two
warnings come as rising fuel prices
are discouraging business and lei-
sure air travel and long driving trips.
Fewer people are flying and renting
cars at airports, and those who are
renting cars are taking shorter trips,

travel experts say. In addition, many
families are embracing “stay-
cations” this summer, staying at
home or traveling only locally.

This fall, several airlines plan to
make additional cuts in their capac-
ity, which is likely to further damp
demand for rental cars.

In its warning Tuesday, Dollar
Thrifty, which had forecast 2008
earnings of $1 to $1.50 a share,
didn’t offer a new forecast. But Chief
Executive Gary L. Paxton said the
company, based in Tulsa, Okla., ex-
pects to be profitable. About 90% of
Dollar Thrifty’s customers rent cars
at airports, and it depends heavily
on rentals in big vacation states like
California, Florida and Texas.

One potential bright spot for Avis
and Dollar Thrifty: Demand for
rental cars this summer still could
outpace supply, supporting higher

rates for the companies. Dollar
Thrifty, meanwhile, is considering
adding more fuel-efficient cars to its
fleet in the fall, and may also reduce
the number of cars it has at airports,
a company spokesman said.

The picture isn’t equally dim for
every rental-car company. Enter-
prise Rent-A-Car Co., which owns
the National Car Rental and Alamo

Rent A Car brands, hasn’t experi-
enced a dropoff in rentals, a spokes-
man said. Most of the privately held
company’s locations are in neighbor-
hoods, rather than at airports, and a
significant portion of its business
comes from referrals from insurance
companies, the spokesman said.
 —Donna Kardos

contributed to this article.

ECONOMY & POLITICS

By Don Clark

Nvidia Corp. disclosed an over-
heating problem with some of its
chips for notebook computers—trig-
gering a big charge—and said other
problems also will hurt financial re-
sults for the second quarter.

The announcements Wednesday
after the market closed sent the
company’s shares tumbling 31% in
trading Thursday. On the Nasdaq
Stock Market, the shares fell $5.54
each to close at $12.49.

The U.S. company said it is expe-
riencing higher-than-normal failure
rates in certain models of its graph-
ics-processing units, or GPUs, as
well as products called chip sets,
which connect microprocessors to
other parts of a system. It cited
“weak” materials used to make the
chips and their packaging, adding
that the way notebook computers
are designed and used might con-
tribute to the problem.

Nvidia said it will take a one-
time charge of $150 million to $200
million in the second quarter to
cover anticipated costs associated
with repairs or replacing those prod-
ucts.

The company, while hoping insur-
ers will help cover those costs, has
switched the materials it uses, and
is discussing the problem and poten-
tial responses with suppliers and
computer makers.

“We have a responsibility to our
customers and will take our part in
resolving this problem,” said Jen-
Hsun Huang, Nvidia’s chief execu-
tive officer.

Meanwhile, the company said it
is also being hurt by “end-market
weakness around the world,” delays
in boosting production of a next-
generation chip-set product, and
price cuts on its GPUs to respond to
competition. Rival Advanced Micro
Devices Inc. recently introduced an
improved product line.

Nvidia said it expects revenue of
$875 million to $950 million for the
second quarter, which ends July 27,
or as much as 24% lower than the
first period. In May, the company
predicted a decline of about 5%.
Nvidia said its gross profit margin
also will be lower than its May pre-
diction of an increase of about a per-
centage point from the 44.6% mar-
gin reported in the first period.

Source: WSJ Market Data Group

Slowing traffic
The 52-week share performance for 
three major U.S. car-rental companies.
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KNOWLEDGE IS VITAL. BUT KNOWLEDGE IS NOTHING WITHOUT UNDERSTANDING.

From the day the humble pencil was first invented, sales puttered along at a steady pace for decades.

Then along came Hyman Lippman who was the first man to understand enough about writers (and about business)

to put an eraser on the end of each pencil. From that day on, sales have soared steadily to today’s record figures of

over seven billion per year.
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Andfs. Japo JP EQ AND 07/02 JPY 664.59 –14.0 –28.1 –9.0
Andfs. Plus Dollars US BA AND 07/02 USD 10.13 –5.4 –5.8 1.4
Andfs. RF Dolars US BD AND 07/02 USD 11.32 0.0 1.0 3.1
Andfs. RF Euros EU BD AND 07/02 EUR 10.54 –4.6 –6.3 –2.2
Andorfons EU BD AND 07/02 EUR 14.25 –6.8 –10.1 –3.7
Andorfons Alternative Premium OT OT AND 05/31 EUR 114.88 –1.0 –0.2 3.1
Andorfons Mix 30 EU BA AND 07/02 EUR 10.56 –8.9 –11.3 –1.9
Andorfons Mix 60 EU BA AND 07/02 EUR 11.33 –14.0 –15.6 –2.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 06/27 USD 236878.67 –9.2 –12.0 8.8

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 07/03 EUR 10.46 0.9 0.0 3.6
DJE-Absolut P GL EQ LUX 07/03 EUR 226.54 –10.2 –10.8 5.2
DJE-Alpha Glbl P EU BA LUX 07/03 EUR 190.70 –6.7 –7.0 6.0
DJE-Div& Substanz P GL EQ LUX 07/03 EUR 219.25 –8.0 –11.1 6.5
DJE-Gold&Resourc P OT EQ LUX 07/03 EUR 191.03 1.9 9.7 4.9
DJE-Renten Glbl P EU BD LUX 07/03 EUR 119.80 –1.9 –2.3 0.8
LuxPro-Dragon I AS EQ LUX 07/03 EUR 119.00 –34.2 –21.0 NS
LuxPro-Dragon P AS EQ LUX 07/03 EUR 116.70 –35.5 –22.3 NS
LuxTopic-Aktien Europa EU EQ LUX 07/03 EUR 15.97 –17.2 –13.3 3.1
LuxTopic-Pacific AS EQ LUX 07/03 EUR 17.33 –19.3 –13.9 7.5

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 07/02 EUR 75.13 –31.5 –35.7 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 07/02 USD 91.30 –26.1 –25.1 NS
(Lux) Russian EUR EE EQ LUX 07/02 EUR 100.06 –12.1 –5.6 NS
(Lux) Russian USD EE EQ LUX 07/02 USD 121.57 –5.1 10.0 NS
Balkan Fund EE EQ SWE 07/02 SEK 21.43 –35.7 –35.0 9.7
Baltic Fund EE EQ SWE 07/02 SEK 64.43 –12.5 –18.6 7.4
Eastern European Fund EU EQ SWE 07/02 SEK 44.80 –18.2 –13.7 13.3
Russian Fund EE EQ SWE 07/02 SEK 1558.49 –10.8 –2.0 18.0
Turkish Fund EE EQ SWE 07/02 SEK 5.76 –49.8 –42.6 –5.2

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 06/26 CHF 96.47 –36.1 –32.5 NS
HF-World Bds Abs Ret OT OT CHE 06/26 USD 83.38 –8.7 4.7 3.9

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 05/30 USD 66.59 3.5 44.6 45.2
EFG-Hermes MEDA* GL EQ BMU 05/30 USD 39.59 9.4 41.6 34.8
EFG-Hermes Telecom OT EQ BMU 05/30 USD 35.57 –7.1 3.6 23.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/02 USD 303.24 –2.7 –1.8 6.9
Sel Emerg Mkt Equity GL EQ GGY 07/02 USD 236.63 –12.5 –2.2 17.4
Sel Euro Equity EUR US EQ GGY 07/02 EUR 113.22 –22.5 –29.8 –6.2
Sel European Equity EU EQ GGY 07/02 USD 238.58 –15.9 –18.3 4.5
Sel Glob Equity GL EQ GGY 07/02 USD 229.33 –16.0 –21.3 –0.2
Sel Glob Fxd Inc GL BD GGY 07/02 USD 147.67 0.6 5.5 3.7
Sel Pacific Equity AS EQ GGY 07/02 USD 155.37 –11.9 –3.9 16.1
Sel US Equity US EQ GGY 07/02 USD 146.20 –14.3 –16.8 –0.9
Sel US Sm Cap Eq US EQ GGY 07/02 USD 200.17 –13.4 –24.6 –5.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 07/02 EUR 327.59 –9.2 –9.0 –2.8
DSF 50/50 EU BA LUX 07/02 EUR 258.52 –12.9 –14.3 –4.2
DSF 75/25 EU BA LUX 07/02 EUR 209.97 –16.4 –19.0 –6.1
KBC Eq (L) Europe EU EQ LUX 07/02 EUR 594.33 –21.8 –28.5 –7.0
KBC Eq (L) Japan JP EQ LUX 07/02 JPY 25329.00 –14.3 –29.4 –11.1
KBC Eq (L) NthAmer EUR US EQ LUX 07/02 EUR 679.73 –11.8 –13.7 –1.1
KBC Eq (L) NthAmer USD US EQ LUX 07/02 USD 963.18 –11.6 –12.5 1.2
KBL Key America EUR US EQ LUX 07/01 EUR 519.65 –11.1 –10.6 NS
KBL Key America USD US EQ LUX 07/01 USD 535.49 –11.3 –9.6 NS
KBL Key East Europe EU EQ LUX 07/01 EUR 2913.70 –14.2 –7.5 11.8
KBL Key Eur Sm Cie EU EQ LUX 07/01 EUR 1105.22 –19.4 –30.8 –4.4
KBL Key Europe EU EQ LUX 07/01 EUR 716.18 –18.9 –25.9 –4.3
KBL Key Far East AS EQ LUX 07/01 USD 1464.36 –23.3 –16.2 8.8
KBL Key Major Em Mkts GL EQ LUX 07/01 USD 781.82 –15.9 5.2 27.2
KBL Key NaturalRes EUR OT EQ LUX 07/01 EUR 587.42 –5.5 –0.6 NS
KBL Key NaturalRes USD OT EQ LUX 07/01 USD 703.91 1.9 16.0 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 06/27 USD 63.31 –15.4 –2.3 17.5

LG Asian Plus AS EQ CYM 06/20 USD 63.87 –25.2 –4.2 11.9
LG Asian SmallerCo's AS EQ BMU 07/02 USD 108.06 –32.0 –35.5 –0.1
LG India EA EQ MUS 06/26 USD 55.27 –40.8 –14.4 14.3
Siberian Investment Co EE EQ IRL 06/23 USD 76.33 –13.4 –1.1 20.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/02 EUR 51.43 –29.6 –39.1 12.9
MP-TURKEY.SI OT OT SVN 07/02 EUR 29.57 –42.0 –39.6 –6.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 07/02 EUR 8.63 –3.9 –14.9 NS
Parex Eastern Europ Bd EU BD LVA 07/02 USD 14.15 3.5 4.7 7.0
Parex Russian Eq EE EQ LVA 07/02 USD 31.16 –1.9 23.1 32.6
Parex Ukrainian Eq EU EQ LVA 07/02 EUR 8.65 –15.7 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com

PF (Lux) -Digital Communication OT EQ LUX 07/01 USD 111.59 –18.4 –10.2 10.6
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Shanghai’s market drag
In a vicious circle,
falling stock prices
hit bank earnings

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

By James T. Areddy

SHANGHAI—The listing of mas-
sive banks, insurers and brokerages
in China has tightly linked the coun-
try’s stock market to its financial
sector, a factor that may prolong the
bear market if such stocks remain
out of favor around the world.

Many of the companies have con-
ducted initial public offerings in

just the past two
years. In the latest
move tying the mar-
ket closer to the fi-
nancial sector, the

China Securities Regulatory Com-
mission this week gave the green
light for Everbright Securities to
have an IPO. Analysts predict that
the offering by the large Beijing-
based brokerage firm, which needs
to go ahead within six months, will
raise about $1.4 billion.

The global financial sector has
been wracked by tens of billions of
dollars in losses that stemmed from
meltdowns in the U.S. subprime-
mortgage business andbroader wor-
ries about financial-market health.
Reflecting deep pessimism for the
sector, the 284-stock Dow Jones U.S.
Financials Index fell 28% in the first
half, far worse than the 14% decline
for the 30-stock Dow Jones Indus-
trial Average.

In China, the stock market has
beenevenmore fundamentallyweak-
ened by financial-sector woes. The
Shanghai Composite Index, which
tracks all of the market’s issues, fell
48% in the first half—virtually the
same as the 46% drop in a subindex
called the 180 Financial Index.

China’s market is “very heavily
weighted” toward financials, with
about one-third of total market capi-
talization traced to that sector, says
Zhang Yang, a Shanghai-based strat-
egist at Orient Securities. Still, he
says the balance isn’t out of line for
global markets and argues that fi-
nancial stocks have so far been a
source of relative stability.

China’s largest stock is oil pro-
ducer PetroChina, which is twice as
big as the next largest issue, Indus-
trial & Commercial Bank of China,
and has fallen harder this year,

down 52% in the first half compared
with 39% for the bank.

Arguably, the energy sector has
been a bigger drag than financials
on Chinese stocks this year, with Pet-
roChina and No. 4 stock China Petro-
leum & Chemical, or Sinopec, both
performing worse than broader mar-
ket averages on worries about how
the government’s energy-pricing
policies hurt their bottom lines.

Like ICBC, shares of No. 3 ranked
Bank of China declined 39% in the
first half, offering ballast to the mar-
ket. Financials are “neutral, more
than a benefit or risk” to China’s
market, says Wu Yonggang, an ana-
lyst at Guotai Junan Securities.

“The market moved but it moved
based on [a change in] momentum,
not sentiment about financials,” says

Sage Brennan, director of research in
Shanghai at Pacific Sun Investment
Management. Big banks and insurers
are in China’s tiny group of truly na-
tionallistedcompanies,andMr.Bren-
nen says they are some of the coun-
try’s most modern businesses,
helped by well-known brand names
and—often—a foreign strategic in-
vestor offering expertise.

The sector is the one to watch, as
all but three of the biggest 10 stocks
in China are financial companies.
(The third big nonfinance stock is
China Shenhua Energy Co., at No. 5.)

The stock-market pullback has
weakened the case for financials as
the broad decline could hit profit

growth this year, which, in turn,
adds fuel to worries about stocks.
The fate of the stock market is par-
ticularly important to China’s finan-
cial companies. Banks make money
selling mutual funds at their invest-
ment counters, brokerages earn
fees handling trades for clients and
insurers invest much of their pre-
mium income in shares.

Analyst Gao Lingzhi at Great Wall
Securities in Shenzhen says the Chi-
nese market has weakened along
with others world-wide partly be-
cause of growing global linkages of
China’s financial companies.

Forinstance,BankofChina’snews
in October that about 3% of its invest-
ment portfolio was in subprime U.S.
mortgages helped knock the Shang-
hai index off its then-records.

“The U.S. subprime crisis also
caughtpeople’sattentionbyhighlight-
ing poor risk management in our
banks,”saysTaoZheng’ao,aShanghai-
based analyst at Donghai Securities.

When China first sanctioned
share trading in 1990—four decades
after the Communist Party came to
power—the first listing was a finan-
cial company, Shenzhen Develop-
ment Bank. But as China’s two ex-
changes developed through the
1990s, they took on characteristics
of the broader economy with state-
owned steel, power and infrastruc-
ture groups as market bedrocks.

China’sstockmarketbeganreflect-
ing the financial sector less than two
years ago. The stock listings of insur-
ance companies, brokerages and
banks marked the endgame of a broad
years-long restructuring of state-
owned institutions that once repre-
sented a key risk to economic sustain-
ability. To date, six of the 10 biggest
IPOs on China’s stock market have
been by financial companies, and all
six have taken place since late 2006.
The active pipeline of financial offer-
ings helped China lead the world in
IPOs in both 2006 and 2007, raising
about $160 billion in total those years,
according to Thomson Financial.

Depending on how much it
raises, Everbright Securities could
rank among China’s 20 biggest
stocks. “Our macroeconomy is on
the downtrend now so I have a bear-
ish outlook on the brokerage
stocks,” says Mr. Tao, of Donghai Se-
curities, who estimates Everbright
might issue shares valued at about
10.4 billion yuan ($1.5 billion).
 —Bai Lin in Shanghai

contributed to this article.

China takes steps to stem
the influx of ‘hot money’
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By Andrew Batson

BEIJING—China is toughening
the enforcement of its capital con-
trols, seeking to stem the surging
fund inflows that are complicating
the government’s fight against infla-
tion. But a planned system for moni-
toring funds brought in by export-
ers will create a heavy administra-
tive burden and might end up shift-
ing inflows to other channels.

The State Administration of For-
eign Exchange said exporters now
must park their revenue from over-
seas sales in a special bank account
for auditing before they exchange it
into local currency. The new system,
which will take effect July 14, will
verify that the invoices match up
with genuine transactions and
aren’t being inflated to bring addi-
tional foreign currency into China.

The measures, announced late
Wednesday, come amid a climate of
official concern over inflows of so-
called hotmoney. China’s foreign-ex-
change reserves grew by $74.5 bil-
lion in April and $40.3 billion in May,
reaching a total of $1.797 trillion.
Withthe Chinesecurrency appreciat-
ing against the U.S. dollar and ex-
pected to continue doing so for the
foreseeable future, many econo-
mists believe those inflows are be-
ing swelled by speculators seeking
to profit from the currency gains.

While capital controls severely
restrict most standard channels for
portfolio investment in China from
abroad, trade flows are extremely
large and less strictly monitored.
Economists have long believed that
many exporters pad legitimate
transactions to move money in and

out of the country.
This troubles authorities because

large inflows of foreign exchange in-
crease the amount of cash in the lo-
cal banking system, adding to infla-
tionary pressures at a time when
prices are rising by more than 7% an-
nually. But the size of the trade flows
poses a challenge to supervision.

“The new policy may sound ideal,
but its implementation will be diffi-
cult,” Sherman Chan of Moody’s
Economy.com wrote in a report
Thursday,notingthat detailedcheck-
ing of China’s huge volume of foreign
trade will require a massive expendi-
ture of time and effort by the govern-
ment. China is the world’s second-
largest merchandise exporter, ship-
ping $1.218 trillion of goods last year.

With the yuan still generally con-
sidered substantially undervalued
and steadily rising, the incentive to
bring foreign currency into China
hasn’t been changed. “It is just a
Band-Aid approach,” Ms. Chan said.
“Speculative capital will continue to
find ways to take advantage of this
sure bet if the government is leaving
the currency regime unchanged.”

And even as authorities try to
clampdown on one source of fund in-
flows, they are opening up another.
To accommodate tourist spending
during the Olympic Games in Au-
gust, theState Administration ofFor-
eign Exchange is also relaxing limits
on the currency that foreign tourists
in China can convert into yuan.

Individual tourists will be able to
convert up to $50,000 each in the pe-
riod from July 8 through Oct. 17. By
comparison, foreign residents in
China are usually permitted to con-
vert a maximum of $50,000 to local
currency over the course of a year.
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Mahindra & Mahindra’s Pawan Goenka
is confident about the U.S. market.

Mahindra bullish on U.S.
Indian firm believes
diesel SUVs, pickups
can buck downturn

By Alex Wilson

MELBOURNE, Australia—BHP
Billiton’s hostile bid for mining ri-
val Rio Tinto moved a small step
closer to getting regulatory ap-
proval.

BHP said the U.S. Justice Depart-
ment and Federal Trade Commis-
sion closed their review under fed-
eral antitrust law without moving
to a second phase.

European Union approval looms
as the real challenge, however. The

EU antitrust regulator was expected
to announce Friday that it would
move to a second phase, which
could extend its inquiry for months.
The Australian Competition and
Consumer Commission has given a
provisional date of Aug. 13 for its rul-
ing.U.S. regulators retain the right
to reopen their inquiries during the
offer period. Nonetheless, a BHP
spokeswoman said the U.S. decision
to end review “represents an impor-
tant milestone in the progress of
our merger clearances.”

U.S. clears BHP’s bid for rival

Publicis to buy image adviser Kekst

By John D. Stoll

The head of Mahindra & Mahin-
dra Ltd.’s automotive business said
the Indian company remains bull-
ish on its chances of success in the
U.S. starting next year despite the
collapse of the markets for pickup
trucks and sport-utility vehicles,
the only two product categories in
which it can currently compete.

Pawan Goenka, the company’s
automotive president, in an inter-
view expressed mild interest in talk-
ing to General Motors Corp. about
potentially purchasing the auto
maker’s slumping Hummer divi-
sion. But he said the two sides
haven’t had serious talks and that
an acquisition probably “doesn’t
make any sense for us.”

Instead, Mr. Goenka plans to
take a small Mahindra-badged
pickup to the U.S. next summer, and
follow up with a midsize SUV, likely
sometime in 2010. Mahindra and its
distribution partner in the U.S.
have delayed the SUV launch,
partly because of shifting market
conditions.

Mr. Goenka said that even
though those two body styles have
fallen out of favor—due to their as-
sociation with poor fuel economy—
Mahindra’s plan to fit the vehicles
solely with diesel engines will im-
mediately put the brand on the
map. Eventually, the company
plans to launch crossovers and hy-
brid vehicles into the U.S.

“If anything, the current situa-
tion makes our vehicles more desir-
able,” he said, pointing to the re-

cent success of smaller crossover
SUVs as evidence that there is still
life in the segment. Given that Ma-
hindra is a new brand in the U.S.,
Mr. Goenka said people may be will-
ing to take a flier on its diesel vehi-
cles, which typically offer 20% to
30% better fuel economy than gaso-
line-powered ones.

Mahindra vehicles are already
sold in several markets around the
world, but tens of millions of dol-
lars are being invested in an effort
to re-engineer the vehicles for U.S.
standards and consumer tastes.

Still, Mahindra’s bet on the U.S.
is risky.

The overall light-vehicle indus-
try is moving at what is at least a de-
cade-slow pace, and truck sales
have declined by 28.4% this year as
consumers wrestle with gasoline
that costs more than $4 a gallon.

Mr. Goenka believes there is still
core demand for trucks and SUVs in

the U.S., especially among commer-
cial buyers and families looking for
roomy transportation. Mahindra is
betting on the combination of util-
ity and efficiency to help it sell at
least 10,000 vehicles annually,
which would be enough to break
even in the U.S. business.

Diesel prices typically run at
least 15% higher than gasoline. Die-
sel fuel costs have increased faster
than gasoline over the past year in
the U.S.

That means that the economic
benefits of a more-efficient diesel
engine will be somewhat offset.

When it comes to alternative fu-
els, Americans typically prefer hy-
brid-electric vehicles, such as Toy-
ota Motor Corp.’s Prius. General
Motors is investing heavily in vehi-
cles that run mostly on batteries.

Although Mahindra’s distribu-
tion partner in the U.S.—Global Ve-
hicles USA, based in Atlanta—has
signed up about 300 dealers to dis-
tribute the vehicles, the brand is un-
familiar to most Americans, who ei-
ther associate the name with trac-
tors that are sold in the U.S. or
haven’t heard the name at all.

Mahindra and its distributor
plan to spend about $50 million on
advertising annually, said Global Ve-
hicles’ marketing chief, Xavier Be-
guiristain. Mahindra and Global Ve-
hicles, which is closely held and in-
dependent of Mahindra, will both
contribute to the budget.

Global Vehicles recently began a
study of U.S. buyers who might be
interested in Mahindra vehicles.
Mr. Beguiristain said the results,
though incomplete, are encourag-
ing. “The India thing is not a big
deal so far, and the diesel thing is
not a big deal so far,” he said. Mr. Be-
guiristain said consumers indicate
they are interested in the off-road
capability of Mahindra’s vehicles.

CORPORATE NEWS

BP PLC

The U.S. Supreme Court rejected
an attempt by victims of a deadly re-
finery explosion to block a plea deal
between plant owner BP PLC and
prosecutors. A federal judge in Hous-
toncan nowdecidewhether to givefi-
nal approval of the much-criticized
pleadeal, which settles criminal con-
duct by the London-based oil com-
pany related to the 2005 blast. The
victims think the fine is too low. The
agreement, which has a BP subsid-
iary pleading guilty to a violation of
the Clean Air Act, calls for a $50 mil-
lion fine and sentences the oil com-
pany to three years’ probation for its
role in the Texas City blast that killed
15 people and injured more than 170.
“We’re disappointed,” said Paul Cas-
sell, one of the blast victims’ attor-
neys. A spokesman for BP declined to
comment but reiterated that the
companyplans to ask thejudge to ap-
prove the plea deal.

—Compiled from staff
and wire service reports.

By Dennis K. Berman

And Suzanne Vranica

New York public-relations firm
Kekst & Co. has been involved in
some 3,000 deals during its 38-year
history. This week, it was finally
time to do one of its own.

The 70-person firm, run from a
small office off Madison Avenue in
Manhattan, agreed to sell itself to a
giant of publicity and advertising,
France’s 43,000-employee Publicis
Groupe SA. Terms of the all-cash
deal weren’t disclosed, which left
the firm’s rivals speculating the
price was somewhere in the range
of $100 million to $200 million.

Kekst occupies a tiny but critical
niche in the Wall Street biosphere,
playing a behind-the-scenes image
adviser for merger deals and for
CEOs in crisis, such as Kohlberg
Kravis Roberts & Co.’s Henry
Kravis, Lehman Brothers Holdings
Inc.’s Richard Fuld, and August
Busch IV of Anheuser-Busch Cos.

Founder Gershon Kekst helped
shape much of the character of the

modern Street, where information
is shaped and wielded for competi-
tive advantage. For a CEO in need of
protection from an unruly board or
a deal maker trying to sell a transac-
tion to shareholders, Mr. Kekst has
been an adviser of choice.

That role helped forge a whole
cottage industry of financial PR,
where today a slew of firms try to
shape perceptions about compa-
nies, transactions, and corporate ex-
ecutives. It is lucrative work. High-
end PR can produce margins as high
as 40%, with some of the most
highly compensated players earn-
ing as much as $900 an hour.

But for Mr. Kekst, 73 years old,
times are changing. He has begun
contemplating his succession, and
is likely to choose from a coterie of

longtime associates for the chief ex-
ecutive role.

Competition is fierce among the
handful of small Manhattan shops
doing similar work. The business is
becoming more international,
which has been taxing on Kekst,
which maintains only a New York of-
fice.Under the new arrangement,
Publicis will own all of Kekst, which
Mr. Kekst says will still function au-
tonomously. The firm’s employees
will also be subject to an “earn-out,”
tying future pay to financial per-
formance through 2011.

Publicis chairman and CEO of
Publicis Maurice Levy said the deal
was also attractive because of the
strength of the euro versus the U.S.
dollar.

Google Inc.

A U.S. federal judge has denied a
request to force Google Inc. and
Google’s YouTube unit to turn over
the computer code at the heart of
their search functions in a $1 billion
copyright-infringement lawsuit by
Viacom Inc. In an order Tuesday,
U.S. District Judge Louis L. Stanton
in Manhattan granted Google’s re-
quest for a protective order barring
the disclosure of the source code,
which controls the YouTube.com
search function and Google.com’s
Internet search tool. Google con-
tends that the source code is a trade
secret and can’t be disclosed with-
out risking the loss of business.

GLOBAL BUSINESS BRIEFS

Merrill Lynch & Co.

MerrillLynch&Co.appointedAnt-
ony Hung to head wealth manage-
ment in the Pacific Rim. Mr. Hung,
whoisbasedinHongKong,willalsore-
main head of fixed-income, curren-
cies and commodities in the Pacific
Rim until a successor is announced. In
his previous role, he was responsible
for sales, trading, liability manage-
ment and structuring of fixed income,
currencies and commodities prod-
ucts as well as principal investments
in the region. His appointment is part
of Merrill’s drive to integrate its in-
vestment-banking and wealth-man-
agement businesses. Merrill counts
Australia and Japan as part of the Pa-
cific Rim, the fastest growing region
in its high-net-worth business. Banks
in the region are increasingly focus-
ing on clients in India, China and
South Korea as a source of business.
Mr. Hung will report to Bob McCann,
president of Global Wealth Manage-
ment, and Jason Brand, president for
Merrill Lynch in the Pacific Rim.

Mitsubishi Motors Corp.

Mitsubishi Motors Corp. will en-
ter the South Korean auto market
with the launch of five models in late
September and is targeting 5.5% of
the Korean imported passenger car
market by 2010. Mitsubishi Motors
Sales Korea Corp., a joint venture be-
tween Daewoo Motor Sales Corp.
and Mitsubishi Corp., will distribute
Mitsubishi vehicles in South Korea.
The Japanese auto maker said it
aims to sell 3,000 vehicles a year by
2010 in the country. However, Dae-
woo Motor Sales said it has up-
graded the target and the venture
hopes to sell 2,000 units in 2009 and
5,000 in 2010. A Mitsubishi Motors
spokesman said the auto maker
wasn’t aware of the revised target.

Microsoft Inc.

Subscription version of Office
to be unveiled in U.S. market

Microsoft Corp. is introducing a
subscription-based version of its Of-
fice software for U.S. consumers as
competitors crowd its core desktop-
product suites. The U.S. software
company said the new service, called
Equipt, combines office tools such as
its Microsoft Word word-processing
program and the Excel spreadsheet
application. A one-year subscription
will cost about $70 and allow users
to operate the software on three per-
sonal computers, Microsoft said.
The product, which also includes se-
curity and maintenance software,
will initially be available only in the
U.S., starting July 15. Equipt was
tested in the U.S. earlier this year un-
der the code name “Albany.” Mi-
crosoft has also previously experi-
mented with some subscription
sales of Office in emerging markets.

Arriva PLC

Rail and bus operator Arriva PLC
said it acquired Empresa de Blas y
Cia., a closely held Madrid-based
bus company, for £78.6 million
($156.6 million). U.K.-based Arriva
said De Blas has 222 buses and oper-
ates on 34 routes in and around
Madrid, while also having “substan-
tial depot facilities” and a 30% stake
in a major Madrid train, bus and rail
hub. Chief Executive David Martin
said the acquisition puts Arriva in a
good position to acquire a part of
the dominant Madrid public-trans-
portation system that runs 3,000
buses in the city and is expected to
be put up for private tender in the fu-
ture. Before this acquisition, Arriva
owned 42 buses in the Madrid area,
along with its bus services in North-
west Spain and Mallorca. Arriva op-
erates in 10 countries in Europe.

Chrysler LLC

Chrysler LLC has signed a memo-
randum of understanding with Chi-
na’s Great Wall Motor Co. to ex-
plore long-term business ties in vari-
ous areas, including distribution,
components and technology. The
move is part of Chrysler’s drive for
greater involvement in China’s auto
industry, Chrysler said, without pro-
viding details. Chrysler sells more
than 10 models in China but only
four, including the 300C, are manu-
factured locally, via partnerships.
The No. 3 U.S. auto maker is discuss-
ing joint ventures with a number of
potential Chinese partners, includ-
ing Chery Automobile Co. Chery fi-
nalized a deal last year with
Chrysler to make compact cars un-
der the Chrysler badge for sale in
the Americas and elsewhere.
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Skyepharma PLC

U.K. pharmaceuticals company
SkyepharmaPLCsaidThursdaythatit
successfully completed its third Phase
III study of asthma drug Flutiform.
Just one trial remains before the com-
pany can file for approval to market
thedrugintheU.S.andattempttograb
a slice of the $10 billion asthma mar-
ket. The company expects to file in the
first quarter of 2009 and sell the drug
by2010.Skyepharmasharesrose7.8%,
to 6.15 pence (12 cents). Flutiform is a
combination of fluticasone, used in
GlaxoSmithKline PLC’s asthma block-
buster Advair, and formoterol, used in
AstraZeneca PLC’s Symbicort. Thurs-
day’s trial results echoed earlier stud-
ies,showingFlutiformwassuperiorto
either drug taken alone. Skyepharma
has said it believes Flutiform will sell
well because it works better than ei-
ther drug on its own.
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Am Blend Portfolio A US EQ LUX 07/02 USD 12.04 –16.8 –19.0 –2.1
Am Blend Portfolio I US EQ LUX 07/02 USD 14.01 –16.4 –18.4 –1.3
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Am Income B US BD LUX 07/02 USD 8.26 –1.6 1.6 4.6
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Emg Mkts Debt I GL BD LUX 07/02 USD 14.76 –1.8 2.1 8.7
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Gl Balanced (Euro) A EU BA LUX 07/02 USD 20.27 –4.7 –0.7 NS
Gl Balanced (Euro) B EU BA LUX 07/02 USD 20.05 –5.1 –1.7 NS
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Gl Bond A US BD LUX 07/02 USD 8.92 –1.5 2.3 4.2
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Gl Bond I US BD LUX 07/02 USD 8.92 –1.3 2.9 4.8

Gl Conservative A US BA LUX 07/02 USD 15.79 –6.4 –5.1 2.2
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Gl Conservative B US BA LUX 07/02 USD 15.78 –6.9 –6.0 1.2
Gl Conservative B2 US BA LUX 07/02 USD 16.63 –6.9 –6.0 1.2
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Japan logs 11th straight loss;
India and Indonesia slide

By Peter Eavis

Freddie Mac shares have fallen
far more than those of rival Fannie
Mae during the past three months.

There is a reason for the bigger
drop: Freddie still hasn’t done a
$5.5 billion capital raising it an-
nounced in May. By contrast, Fannie
Mae issued new stock that month
within days of unveiling plans to do
so.

Freddie’s delay is stoking con-
cern among investors that the mort-

gage giant is having
trouble raising
fresh money to
strengthen its bal-
ance sheet, which

lacks a strong cushion. And the
longer Freddie waits, the more
shares it might have to issue, caus-
ing even more pain for shareholders.

A Freddie spokeswoman said,
“It’s unlikely we’ll do the capital
raise before we put out our second-
quarter earnings.” Those are likely to
be released in early August, she said.

At Wednesday’s closing price on
the New York Stock Exchange, Fred-
die’s share price had tumbled more
than 40% since May 14, when it an-
nounced the capital-raising plans.
That means the company now
would have to issue significantly
more new shares to get $5.5 billion.

If Freddie had issued $2.75 bil-
lion of common stock (the other half
was to be done in preferred shares)

at its May 14 stock price, it would
have issued some 100 million new
common shares. An issue of that
size would have been about 16% dilu-
tive to existing shareholders.

Bad enough, but not nearly as
bad as the 27% dilution that would
occur at Wednesday’s closing share
price of $15.92. Freddie shares fell
an additional 8.9% on Thursday.

As irksome as potential dilution is,
shareholders may be equally annoyed
at the likely reason for the delay. It ap-
pears Freddie hasn’t got its books
fully in order as part of efforts to regis-
ter its common stock with the U.S. Se-
curities and Exchange Commission.

Freddie committed to become an
SEC registrant in the early part of
this decade but didn’t enter the reg-
istration process until several years
later because it wasn’t reporting its
financials in a timely manner.

When Freddie announced its capi-
tal-raising plan, it said it would pro-
ceed once it had registered with the

SEC. Freddie’s chief financial officer,
Anthony Piszel, said at the time that
SEC registration could occur “very
shortly.” Freddie’s Web site said the
registration would be done by June.

Why hasn’t it? In its first-quar-
ter release, Freddie laid out seven re-
maining “significant deficiencies”
in its financial-reporting controls
that have yet to be fully cleared up.
It is possible sufficient progress
hasn’t been made to satisfy the SEC.

The Freddie spokeswoman de-
clined to say whether the deficien-
cies have caused a delay in the capital-
raising plans. “The SEC has not de-
clined to register our stock,” she said.

One of the big lessons of the
credit crunch is that weakened fi-
nancial firms should issue stock as
quickly as possible. Given the credi-
bility problem of most financials, in-
vestors should be expected to sell
off shares of companies that don’t
move quickly to fix problems.

Sleuthing out who
holds the Norilsk 6%

There appears to be a mystery
shareholder with a large chunk of
Norilsk Nickel, a crucial part of the
maneuvering to form a $160 billion
Russian mining champion.

The evidence for the mystery
shareholder, who has bought a stake
valued at nearly $3 billion, is in the
math related to Norilsk’s annual
meeting Monday. Norilsk said that
it had record 77% voter turnout and
that minority shareholders, with
16% of the shares, cast ballots.

If Interros, the investment com-
pany owned by Vladimir Potanin,
and Rusal, the aluminum giant,
voted their full stakes (Interros
holds 29.8%; Rusal 25%) that leaves
6% of the shares unaccounted. Inter-
ros and Rusal say their holdings
haven’t changed. That implies there
is a new shareholder.

One candidate is iron-and-steel
company Metalloinvest and its
owner, Alisher Usmanov. Metalloin-
vest won’t comment. Messrs. Us-
manov and Potanin have struck a
deal to ultimately merge their oper-
ating companies. And Metalloinvest
has offered to buy a stake in Norilsk,
possibly as a precursor to a three-
way tie-up with Rusal.

If Mr. Usmanov has 6% of No-
rilsk, that gives Mr. Potanin extra le-
verage against Rusal. It also im-
proves the chances of the three-way
combination. —Alexander Kolyandr

and Matthew Curtin
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Freddie Mac stalls, falls
Delay in plan to raise
capital hurts shares;
more pain ahead?
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Freddie Mac
On the New York Stock Exchange
Thursday’s close: $14.75
52-week change: down 76%
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HONG KONG—Japan’s losing
streak reached 11 trading days, the
longest such run in a half-century,
while concerns about the global
economy in the face of rising oil

prices hammered
stocks in India and
Indonesia.

Steel, shipping
and mining stocks

were among Thursday’s biggest de-
cliners.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies lost 0.2% to
13265.40. The benchmark crossed
into positive territory a few times
Thursday afternoon but couldn’t hold
on to the gains. Reuters said the
11-session decline was the longest
since a 15-day slide in 1954.

Despite the long stretch of red ink,
however, the losses were relatively
modest. The index was down 8.2%
over the 11 days and on five days, the
decline has been less than 0.2%. The
Nikkei is down 13% this year.

Steel stocks were hit especially
hard on concern that a slump in U.S.
auto sales would sap demand for
steel. JFE Holdings sank 3.9%, and
Nippon Steel dropped 2.9%. The
weakness spilled over to trading
houses, which do big business in com-
modities. Mitsubishi dropped 4.4%.

In Mumbai, the Bombay Stock Ex-
change’s 30-stock Sensitive Index
skidded 4.2% to 13094.11. The drop
undid most of Wednesday’s gain
and left the index down more than
35% this year.

Tata Steel plunged 11% after the
country’s steel secretary said steel
prices were likely to come down in a
week. With costs remaining high,
that could squeeze margins.

ICICI Bank fell 7.9%, and prop-
erty firm DLF tumbled 9.9% ahead
of Friday’s weekly inflation report.

Concerns about oil prices also
weighed in Jakarta, where the Indo-
nesia Stock Exchange Main index
fell 3.9% to 2286.611. It has lost 17%
so far this year.

Morgan commodity chief to leave

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

HEARD ON
THE STREET

ASIAN-PACIFIC
STOCKS

By Ann Davis

Morgan Stanley commodities
chief John Shapiro, head of one of
Wall Street’s largest commodities
franchises, is stepping down in a sur-
prise move.

The securities firm said in an inter-
nal memo that Simon Greenshields
and Colin Bryce, both 52 years old,
will immediately succeed him as co-
heads of global commodities.

Mr. Shapiro, 56, joined Morgan
Stanley in 1984 and helped build its
energy-trading business, and later a

host of other commodity sectors,
from the ground up. He served as
the group’s longtime deputy until as-
suming leadership of the depart-
ment three years ago.

The memo said Mr. Shapiro “has
informed us of his intention to re-
tire” and will stay on to advise the
firm through year end. Mr. Shapiro
couldn’t be reached for comment.

Mr. Greenshields has long run
Morgan’s successful gas and power
trading business. Mr. Bryce had
most recently overseen European
sales and trading across all markets.
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R
USSIAN billionaire Ro-
man Abramovich, left,
resigned as governor

of a remote Arctic region, a
position he has held for al-
most eight years and long
wanted to leave.

His formal resignation re-
quest was denied two years
ago by former President
Vladimir Putin, a signal that
the tycoon should continue
serving as benefactor of the

impoverished Chukotka region. Thursday, the new
president, Dmitry Medvedev, cleared his departure.

Mr. Abramovich, the 41-year-old owner of the
Chelsea football club who spends much of his time
in London, has rarely been seen in Chukotka.
 —Associated Press

E
UROPEAN music compos-
ers, led by Bee Gee mem-
ber Robin Gibb, said sell-

ing online music rights EU-
wide would harm authors and
music making. The EU’s execu-
tive arm is expected to con-
clude an antitrust investiga-
tion soon into how royalties
are collected. The outcome
might help large services like
Apple Inc.’s iTunes sell from
one store across Europe in-

stead of setting up different stores with different prod-
ucts in several nations. Mr. Gibb and others represent-
ing the European Composer and Songwriter Alliance
asked the EU executive not to overhaul Europe’s cur-
rent online music market too drastically because it
might reduce musicians’ royalties. —Associated Press

Billionaire Abramovich
quits remote governorship

Discord grips composers
over online music rights

D
EFAULT RATES and re-
lated losses on secured
lending to British

households rose more than
expected in the second quar-
ter and are expected to rise
further in the third, the Bank
of England said.

In its quarterly credit-condi-
tions survey, the central bank
said demand for secured lend-
ing for house purchases had
declined in the second quarter

by more than anticipated. The survey indicated the
global credit crunch continued to reduce the availabil-
ity of secured and unsecured loans. Lenders’ “expecta-
tions for the housing market, the changing economic
outlook and the changes in their appetite for risk had
contributed to the decline,” it said. —Nicholas Winning

7
RUSSIA

7
EUROPEAN UNION

Reconstruction of the quake-damaged Erwang temple will be part of the plan to
revive the Dujiangyan tourist industry.

China strains with rebuilding after quake
Central government
marshals resources;
rush to big decisions

By Andrew Batson

Dujiangyan, China

T IME IS RUNNING short. It has
been nearly two months since
a massive earthquake in Chi-

na’s Sichuan province leveled towns
and left millions homeless.

Government officials have de-
cided that by August they have to
come up with a plan for rebuilding a
disaster zone covering about
125,000 square kilometers, an area
larger than South Korea. Dozens of
towns and cities need to be rebuilt,
some nearly from scratch. One of
the biggest projects will be
Dujiangyan, a scenic and historic
city that was heavily damaged.

The rapid rebuilding program
plays to the strengths of China’s cen-
tralized, authoritarian government:
its ability to mobilize physical and fi-
nancial resources across a large na-
tion, and to rouse popular enthusi-
asm with broad social campaigns.

City governments across China
have “adopted” areas of Sichuan,
sending in their own people to jump-
start reconstruction. The central
government, flush with cash from a
booming economy, set aside $10 bil-
lion for rebuilding in this year alone,
with more to come. There has been
little of the dickering over budgets
and lines of responsibility that de-
layed the U.S. effort to rebuild New
Orleans after it was devastated by
Hurricane Katrina.

Yet the breakneck pace set by the
government—three months to plan,
three years to rebuild—is no small
challenge. Dujiangyan, as home to a
unique 2,000-year-old irrigation
project designated a Unesco World
Heritage Site, is under particular
pressure to do reconstruction right.

The people charged with rebuild-
ing the city need places to stay. With
government offices rendered un-
safe by the earthquake, planners set
up temporary shop in a damaged
building with cracks running up and
down the walls and gaps in corners

because one wall leans outward. Qu
Jun, director of the Dujiangyan City
Planning Bureau, keeps a cot in his
office. Meals of instant noodles and
fruit are taken on folding tables in
the parking lot.

Mr. Qu unrolls a map of the city
and lays out the problem. “If we
don’t do it right now we’ve lost our
chance,” he says. “Over 100,000 peo-
ple are basically homeless in
Dujiangyan.…It’s inhumane if they
stay [in temporary housing] for a
long time. Half a year is already too
much.”

Few refugees will be lucky
enough to spend only half a year in
the barracks-like temporary hous-
ing now going up around Sichuan.
About 7.8 million homes were de-
stroyed by the earthquake, and
three times that number were dam-
aged. Even if the planning effort can
be finished in August, officials say
they won’t be able to start building
in earnest until winter.

Finding the space is the trick.
The old city center is basically unus-
able: Mr. Qu estimates it will take
two years just to clear out the rub-
ble. The temporary housing also will
occupy big swaths of land, further
reducing the area available for per-
manent housing. So he thinks
Dujiangyan will have to be rebuilt
around a new city center, probably
one of the small villages on the out-
skirts of the current town.

To supplement its own re-
sources, the city government has
asked architects and planners from
France, Malaysia and Japan to con-
tribute to the rebuilding plan. “Ev-
eryone realizes there will be a huge
amount of real-estate activity going
on in Dujiangyan,” says Harry Lu,
head of the Shanghai office of
WWCOT, a Los Angeles-based archi-
tecture and design firm that is also
participating.

But the urgent pace of disaster re-
covery means throwing standard
working procedures out the win-
dow. “Usually, in order to do a mas-
ter plan like this, we need to live on
the site for at least three or four
months, in order to understand
what kind of weather they have,
what kind of population, what kind
of industry, what kind of flowers
grow there,” says Mr. Lu. Instead, he

has a month to do everything. “The
challenges are really huge. The
more I think about this project, the
more problems occur to me.”

Big decisions will have to be
rushed: Does Dujiangyan now need
an airport? What kind of buildings
could best survive another quake?
The planners know they can’t aim
for perfection.

“We can’t guarantee there will
be no mistakes in the plan, but we
just want to make sure there are no
big mistakes,” says Mr. Qu, the head
of the city planning bureau. “Maybe
after this urgent drive for recon-
struction we can focus on improv-
ing the old town. Then we may have
more time to focus on that. Now
what we want to do is settle the peo-
ple as soon as possible, and help
tourism and the supporting indus-
tries recover.”

The old city center was, how-
ever, one of the centers of Dujiangy-
an’s busy tourism industry. The city
has received more than five million
tourists annually in recent years.
The city’s main park is still closed to
the public, and it is easy to see why.

Liu Xianjie, head of the Sichuan
Institute of Urban Planning and De-
sign, stops at the base of a pile of
rubble. “Before the earthquake,
thousands of people came here ev-

ery day,” he says, gesturing upward
to an antique temple half-buried in
stone and earth. “I’m afraid it will
be very difficult for tourism to re-
cover quickly.”

To properly restore the Erwang
temple—dedicated to the builders
of the ancient waterworks—likely
will take months of painstaking ef-
fort to ensure new work fits with
original materials and design.

Nonetheless, tourism seems to
be central to how the quake-
stricken areas will revitalize them-
selves. Even away from major desti-
nations like Dujiangyan, many
mountain villages in the area have
long had some small-scale tourism,
offering local sights and rustic ho-
tels. Those sources of income look
to become much more important as
sharpened safety and environmen-
tal concerns restrict industry in the
quake-stricken counties.

Environmentalists have long ar-
gued that heavy industry isn’t right
for a seismically unstable region.
For instance, chemical plants, of
which there are dozens in the re-
gion, pose the risk that one disaster
could cause another, if an earth-
quake led to toxic spills. Other wor-
ries have centered around dams,
which if they collapse in an earth-
quake could unleash floods.

In the aftermath of the quake,
more government officials now
seem to agree. “Our initial thinking
is that this place cannot be an indus-
trial area,” says Song Ming,Commu-
nist Party secretary of the county of
Beichuan, a mountainous area to
the north and east of Dujiangyan
that was one of the places worst-hit
by the quake.

In Beichuan, a mountainous
county northeast of Dujiangyan, a
county official says two-thirds of
the factories are so damaged that
they won’t be able to restart opera-
tions in their original locations.And
at least one hydropower project
long planned for Beichuan, the Xuan-
ping dam, is now unlikely to pro-
ceed, and proposals for new dams
are unlikely to get much of a hear-
ing, he says.

There aren’t many obvious op-
tions to replace the jobs and in-
comes lost from industry. Tourism
sounds good, but in the absence of
established draws local officials are
getting creative. The earthquake it-
self has provided some ideas.

Song Ming, Beichuan’s Commu-
nist Party secretary, says he is look-
ing into preserving the Tangjiashan
“quake lake” as a tourist attraction.
The body of water, formed when
landslides blocked a river’s flow,
was the subject of news coverage
for weeks as soldiers worked to pre-
vent it from collapsing and flooding
the homes of millions of people.

“Now the whole world knows
Tangjiashan. It’s a brand, and that’s
something very valuable,” says Mr.
Song, sitting outside at a tent at a re-
settlement camp in his county. A mu-
seum commemorating the earth-
quake is slated to be built in the old
county seat of Beichuan, most of
which was leveled by the earth-
quake.

For the locals, emotions are still
raw, and such plans seem distant.
“It’s a place of tragedy and sad mem-
ories. My family and my house are
all gone,” says Yan Chun, a 29-year-
old mother from Beichuan who lost
her husband and her six-year-old
son in the earthquake. “The only
comfort for me now is my daugh-
ter,” she says, shielding the
4-month-old’s head from the Si-
chuan summer sun.
 —Sue Feng

contributed to this article.
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Default rates on loans
to households increase
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Firms take less office space
Landlords feel pain
of softer U.S. market;
tenants gain edge

By Alex Frangos

Companies are taking less office
space across the U.S., driving down
rents in most markets and causing
pain for real-estate landlords. It is
also making it easier for businesses
to rent space.

Nationwide, rents on office prop-
erties—including landlord conces-

sions and discounts—rose 0.7% in
the second quarter to $25.16 a
square foot, the slowest growth
since the second quarter of 2005,
when the office market was just
emerging from a half-decade-long
slump, according to Reis Inc., the
New York real-estate research firm.

With inflation running at roughly
1% a quarter, that rent growth is ef-
fectively wiped out. “Landlords are
having to concede ground on rents
and tenant improvements,” says
Sam Chandan, Reis’s chief econo-
mist. “The balance is tipping in the
favor of tenants in many markets.”

Coupled with recent negative eco-

nomic news, the decline in the office
market is a further signal that the U.S.
economyisontheskids.Forthesecond
quarter in a row, businesses vacated
moreofficespacethantheytook,aphe-
nomenon known as negative absorp-
tion.TheU.S.vacancy rate edged upto
13%,from 12.8%last quarter.

Even some of the strongest mar-
kets are feeling the pain. New York,
which had double-digit rent in-
creases in 2007 saw rent growth
slow to 0.7% in the second quarter as
financial firms slashed jobs. Big
firms such as J.P. Morgan Chase &
Co. and Lehman Brothers Holdings
Inc. have put huge chunks of office

space on the sublease market, which
adds to supply and depresses prices.

Some tenants are postponing
leasing decisions because they see

rents dropping. Others are con-
cerned about making long-term
commitments with the economy get-
ting shaky. “Tenants just don’t have
the ability to finance major reloca-
tions, construction costs and all the
things involved in moving,” says Pe-
ter Riguardi, president of the New
York branch of brokerage Jones
Lang LaSalle.

The worst-hit areas of the U.S. in
terms of office space are those
whose local economies are reeling
from the housing-bubble burst. Or-
lando, Fla., Atlanta, Phoenix, Las Ve-
gas and Sacramento, Calif., all saw
rents decline in nominal terms, with-
out accounting for inflation.

Steven Roth, chief executive at
office and retail landlord Vornado
Realty Trust, warned last week at an
event that inflation and the inability
to keep interest rates low will slow
any recovery in commercial real es-
tate. “Inflation is an enormous is-
sue,” he said. He predicted “two
years or more” before the cycle
turns up again.

A WSJ NEWS ROUNDUP

NEW YORK—Two-year Trea-
surys caught a bid Thursday, with
prices rising in the wake of data
showing weakness in labor and ser-
vice sectors, damping speculation
of a near-term interest-rate in-
crease from the Federal Reserve.

The notes, most sensitive to
changes in official rate policies, were

also supported after
less hawkish com-
ments from Euro-
pean Central Bank
President Jean-

Claude Trichet. Bonds in the euro
zone rallied steeply after the ECB
raised its key interest rate to 4.25% as
expected but Mr. Trichet said he had
“no bias” on interest rates.

In late trade, the two-year note
was up 4/32, to yield 2.53%, and the
10-year note was off 4/32 at 3.98%.

As markets pared bets on the rate-
increase outlook in the euro zone
and the U.S., investors returned to
the yield-curve steepening trade,
betting the yield spread between
short- and long-dated government
bonds will widen. In the trade, they
bought two-year notes and sold 10-
and 30-year securities, giving a lift
to two-year notes while pressuring
prices in the back end of the curve.

Thursday, the benchmark yield
curve, or the yield spread between
the two- and 10-year Treasurys, wid-
ened above 1.40 percentage points
for the first time in a month. The
spread was 1.45 percentage points
from 1.38 percentage points
Wednesday.

The U.S. Treasury market closed
at 2 p.m. EDT Thursday and will re-
main shut Friday to observe the
July 4 holiday.

MONEY & INVESTING

BOND
MARKETS

Office blues
Companies rented 
less office space in 
the second quarter,
causing rents to 
grow more slowly, 
or even drop, in 
some cities.

Effective office rents;
change from previous quarter

Quarterly U.S. office 
vacancy rate
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www.alliancebernstein.com

Growth Blend Value Fixed Income

AllianceBernstein L.P. is the investment manager of AllianceBernstein funds and ACMBernstein funds. The sale of
shares in these funds may be restricted in certain jurisdictions. In particular, no shares may be acquired by persons
in the U.K. except in certain circumstances and shares may not be offered or sold, directly or indirectly, in the United
States or to U.S. Persons, as described in the funds’ prospectus. For more information on these funds, including
investment objectives and policies, sales charges, expenses, risks and other matters of importance to prospective
investors, call your financial representative for a current prospectus. Please read it carefully before you decide to invest.

The KBL Key Fund prospectus is available from branches and subsidiaries of Kredietbank
Luxembourg. Subscriptions are only valid if they are taken out on the basis of the
prospectus which is currently in force accompanied by the most recent annual report and
the most recent half-yearly report if this is subsequent to the most recent annual report.
No persons are authorised to supply information about the investment company which is
not contained in the prospectus. Investors' attention is drawn to the fact that the NAVs
for the securities may fluctuate, in particular according to the evolution of the markets. As
a result of this, past performance is not a guarantee of future performance. This sub-fund
can only be subscribed to in the countries in which it is authorised. The fund is currently
registered in Belgium, France, Germany, Luxembourg, the Netherlands and Switzerland.

For further information please call +352 4797 2272
or visit www.kbl.lu or www.europeanprivatebankers.com

e u r o p e a n p r i v a t e b a n k e r s
D i s c o v e r a n e w s o u r c e o f r e t u r n

KBL Key Fund - Natural Resources

Oil & gas,minerals,
water, agriculture,
alternative &
renewable energy...

Natural Resources is a fund of funds managed by the world's top experts.

SGAM Fund Equities Europe Environment: A moral obligation
for some, a compelling investment opportunity for all!

A companies’ ability to manage environmental constraints has become
a vital factor in its success –and a source of performance. SGAM Fund
Equities Europe Environment seeks to benefit from high return perspectives
arising from environmental constraints by identifying large caps the most
advanced in reducing their environmental footprint as well as small & mid
caps developing new environmental technologies. The fund consistently
outperformed its benchmark since its inception in June 2006. It also ranks
first quartile over 1 & 3 months, YTD and 1 year in the “European Equity”
Lipper category.
The prospectus of this fund approved by the CSSF can be obtained upon request at the head
office of SGAM, 170 place Henri Regnault, 92078 Paris La Défense. Capital is not guaranteed
and a decline in equity markets can cause loss in value. Ranking & Performance - Lipper-
International & Offshore Universe, as of end of May 2008, net of fees, A shares in EUR.

Lipper Ranking & Performance- as of May 2008, net of fees, A shares in EUR.

www.sgam.com

www.pictetfunds.com
Private Banking •Family Office •Global Custody •Asset Management • Investment Funds

Being responsive.
If it was just about
structure everyone
would be good at it.

Independent minds

Pictet Funds S.A., Route des Acacias 60, 1211 Geneva 73. Tel. +41 (58) 323 3000. This advertisement has been approved for issue in the United Kingdom
by Pictet Asset Management UK Limited, authorised and regulated by the Financial Services Authority (FSA).

3 4

When you think
Japan,

Management &
Research

toyo.tanaka@yuk

www.sgam.com

Discover appealing investment opportunities in the currency
market with SGAM Fund Bonds Absolute Return Forex

Forex is a buoyant and still under-used market. It’s the most liquid of all
financial markets, with huge numbers of participants, low transaction costs
and immense trading volumes. With SGAM Fund Bonds Absolute Return
Forex access this promising asset class and benefit from its interesting
features. The fund seeks long term capital appreciation by investing in foreign
exchange-related financial instruments through a flexible and active currency
management approach.
SGAM Fund Bonds Absolute Return Forex ranks first quartile over 3 months
& YTD in the “Absolute Return” Lipper category.
The prospectus of this fund approved by the CSSF can be obtained upon request at the head
office of SGAM, 170 place Henri Regnault, 92078 Paris La Défense. Reference to awards is not
an indication for future results. Performance is not constant over time.

Lipper Ranking & Performance- as of May 2008, net of fees, A shares in EUR.

20 FRIDAY - SUNDAY, JULY 4 - 6, 2008 T H E WA L L ST R E ET JOU R NA L .



France plans nuclear reactor
in new-generation plant push

By James T. Areddy

SHANGHAI—Jude Shao, a U.S.
citizen arrested 10 years ago in
Shanghai on tax-evasion charges
who became among the U.S. govern-
ment’s highest priority human-
rights causes, was freed on parole
Wednesday, people familiar with
the situation said.

Mr. Shao, a naturalized U.S. citi-
zen, was serving a 16-year sentence
for allegedly defrauding
Chinese authorities of
$393,000 in taxes in his
medical-equipment export
business. Mr. Shao had
completed his 10th year in
prison in May. His parole
comes slightly more than a
month before Beijing
hosts the Summer Olym-
pics.

The U.S. Consulate in
Shanghai confirmed Mr.
Shao’s release. “We wel-
come this development and urge
China to continue to make progress
on other prisoner cases and issues
of domestic and international con-
cern, including those raised at our
recent human-rights dialogue,”
said a consulate spokeswoman. She
said Clark T. Randt, the U.S. Ambas-

sador to China, has spoken with Mr.
Shao since his release.

Mr. Shao couldn’t immediately
be reached.

Critics of the decision to award
Beijing the Olympics have often fo-
cused on its human-rights record.
Beijing has taken some steps to ad-
dress those concerns, including re-
cently restarting bilateral talks on
human rights with U.S. officials.

Mr. Shao’s case had repeatedly
been raised by U.S. govern-
ment officials, including in
February by Secretary of
State Condoleezza Rice in
Beijing when she met with
China’s foreign minister,
Yang Jiechi.

At that meeting, China’s
foreign minister signaled
his government’s readiness
to resume a bilateral dia-
logue on human rights with
Washington, which had tra-
ditionally offered an oppor-

tunity for each government to voice
concerns about specific prisoners
and other human-rights cases. After
a five-year hiatus, that dialogue re-
started in May in Beijing. Mr. Shao’s
case was among those raised by U.S.
officials, the consulate spokes-
woman said.

Rather than deporting Mr.
Shao, as China often does with pris-
oners freed in human-rights cases,
prison authorities will require him
to serve the remainder of the sen-
tence period, through May 2013, in
Shanghai, where he was born and
has family. A statement from Dui
Hua Foundation, a San Francisco-
based group that focuses on Chi-
nese prisoners, said Mr. Shao’s
agreement to serve the sentence
in Shanghai was an important fac-
tor in winning his release on pa-
role.

“Obviously, we’re really excited
for Jude, that he can hopefully put
this behind him and resume his
life,” said Chuck Hoover, who said
he has been in contact with
Mr. Shao’s family. Mr. Hoover, a
classmate of Mr. Shao at Stanford
Business School in 1993, has long
campaigned for his release.

In a statement Thursday, the
Shanghai High People’s Court con-
firmed Mr. Shao’s release on pa-
role. “He has admitted the crime
and obeyed the laws at the prison.
He followed the discipline of the
prison and accepted rehabilitation.
He has shown the repentant behav-
ior,” the court said in offering a rea-
son parole was granted.

China frees American in tax case

More stimulus for U.S.?
New steps are sought
amid recession fears;
candidates weigh in

By Yochi J. Dreazen

And Siobhan Gorman

WASHINGTON—The Bush ad-
ministration and the two major pres-
idential campaigns are beginning
an unprecedented attempt to pre-
vent the transfer of power in Janu-
ary from disrupting defense and
counterterrorism efforts.

The Obama and McCain cam-
paigns are working to compile lists
of potential nominees for dozens of
national-security and counterterror-
ism positions so would-be policy
makers can be vetted and confirmed
as quickly as possible.

Given the inevitable gaps, De-
fense Secretary Robert Gates has
asked senior Pentagon officials to
be prepared to stay in their
jobs for the first few
months of 2009. The
Obama campaign has en-
dorsed the idea. Obama
aides say the Illinois sena-
tor is considering asking
Mr. Gates to stay as defense
chief if he is elected.

At the Department of
Homeland Security, career
officials have been as-
signed to the No. 2 posts in
critical areas so they can
step in when political appointees
leave. Director of National Intelli-
gence Mike McConnell is forming a
transition office and some of his se-
nior aides have talked privately
about staying on temporarily if re-
quested.

“Barack Obama agrees that we
will need to expedite transition in
this wartime environment,” said De-
nis McDonough, the Democratic can-
didate’s senior foreign-policy ad-
viser. “It will mean expediting the
appointment and confirmation of
his national security team and main-
taining some personnel in slots
where necessary and appropriate.”

The push reflects the challenges
posed by the first wartime political
transition in more than 40 years
and fears of a possible terrorist
strike or major crisis in Iraq or Af-
ghanistan during the next presi-
dent’s first months in office. The Of-
fice of the Director of National Intel-
ligence and Department of Home-
land Security have never been

through a transition.
The effort is designed to avoid

the power vacuums that usually ac-
company a shift in administration.

“The downside risk is that you’d
have a ‘nobody home’ phenomenon
at a time when there’s a crisis in Iraq
or Afghanistan or a huge attack here
at home,” said Michele Flournoy,
the president of the Center for a
New American Security, a left-lean-
ing think tank.

Ms. Flournoy and Richard Armit-
age, a former Bush administration
official, published a recent op-ed
noting that it took the Clinton and
Bush administrations nearly six
months to get major Pentagon and
State Department personnel con-
firmed and into office. Both adminis-

trations faced crises
shortly after taking office,
and the next administra-
tion is “even more likely to
be tested early,” they
wrote.

Ms. Flournoy and Mr.
Armitage advocate keep-
ing some Bush administra-
tion personnel in place un-
til successors are con-
firmed, and expediting vet-
ting and confirmation for
the top 40 to 50 members

of the next administration’s na-
tional-security team.

Mr. Gates has endorsed those
proposals, telling reporters in mid-
June that he wanted to avoid having
“a lot of empty seats on the civilian
side” while U.S. forces were em-
broiled in two wars.

Mr. Gates, who has served in
seven presidential administrations,
has noted that this fall will mark the
first wartime handover of presiden-
tialpowersincetheJohnsonadminis-
tration ceded control of the Vietnam
effort to the Nixon White House.

The nation’s top uniformed mili-
tary officer, Joint Chiefs of Staff
Chairman Mike Mullen, has warned
that the transition between adminis-
trations would be a “time of vulnera-
bility” for the U.S.

Adm. Mullen tapped a one-star
general, Frank McKenzie, to lead a
small Pentagon team charged with
ensuring that the military functions
effectively during the political tran-
sition.

White House, candidates
work on transition plan

ASSOCIATED PRESS

LE CREUSOT, France—France
will build a second of its new-genera-
tion nuclear reactors, President
Nicolas Sarkozy said Thursday,
pledging a “new industrial revolu-
tion” in an era in which fossil fuels
have grown too expensive.

France, the European country
most reliant on nuclear power, has
been constructing its first European
Pressurized Reactor, or EPR, on the
Normandy coast, with the unit ex-
pected to go into service in 2012.
EPR reactors are meant to eventu-
ally replace aging reactors around
the world.

The Normandy site is one of only
two EPRs in the world currently un-
der construction; the other is in Fin-
land.

A decision about where to build a
second French EPR will be made in
2009, Mr. Sarkozy said, adding that

construction will start in 2011.
“The era of inexpensive oil is

over,” Mr. Sarkozy said. “Nuclear
power is more than ever an industry
of the future and an essential form
of energy.”

He spoke while visiting metal
workers at the Industeel plant in Le
Creusot in the Burgundy region,
which he said would produce most
of the components needed for the re-
actor. Industeel is a subsidiary of
steelmaker ArcelorMittal SA.

During Mr. Sarkozy’s visit, Anne
Lauvergeon, chief executive of
French nuclear company Areva SA,
and Aditya Mittal, chief financial of-
ficer for ArcelorMittal, signed a
memorandum of understanding to
increase production at Industeel for
the nuclear market.

France’s Green Party and envi-
ronmental groups oppose the build-
ing of EPRs.

Jude Shao

By Deborah Solomon

WASHINGTON—As the last batch
of stimulus checks show up in U.S.
mailboxes, some economists and
Democratsare rumblingthatthegov-
ernment needs to again intervene to
prop up the flagging economy.

The $152 billion stimulus pack-
age was meant to provide a short-
term boost to the economy, and
many economists believe it
prompted Americans to spend more
money. But by July 11, most of the
checks will have been sent out, and
much of the benefit is expected to
fade by August even as fears of a re-
cession continue to percolate.

Already, Lawrence Summers, the
former Clinton Treasury Secretary,
and Yale University economist Rob-
ert Shiller, are advocating some sort
of additional stimulus. Democrats
on Capitol Hillare discussing legisla-
tion to boost the economy. And the
presidential candidates also are
mulling ways to spur growth.

Still, there is little agreement
about what form a second stimulus
should take or how quickly it should
happen. Some favor another round
of rebate checks, while others advo-
cate investment in infrastructure.

There alsoareplentyofpeople, in-
cluding some economists, who think
another short-term stimulus pack-
age is the wrong way to go, arguing
that it does little to fix the underly-
ing problems plaguing the economy.

The U.S. economy grew just 1% in
the first quarter, buoyed in part by
the stimulus checks. While similar
growth is expected for the second
quarter, analysts are concerned
about what will happen later in the
year as the impact fades. Consumer
confidence has plunged amid con-
cerns about jobs and soaring prices
for oil, fuel and other commodities.

Inflation remains a concern and the
Federal Reserve is likely finished
with its interest-rate cuts. Economic
projectionsshow weakness through-
out this year and into the first quar-
ter of 2009.

The stimulus checks boosted re-
tail sales and consumer spending
but their impact has been blunted by
the continued rise in oil prices. In a
speech last month, Treasury Secre-
tary Henry Paulson acknowledged
that rising gas prices had undercut
the government’s effort.

“While the stimulus is making
our economy stronger than it other-
wise would have been, the headwind
of high energy prices has the poten-
tial to lengthen the economic slow-
down,” Mr. Paulson said.

On Monday, President George W.
Bush signed a bill including an exten-
sion of unemployment benefits,
which could give unemployed work-
ers additional money to spend. Be-
yond that, the administration has no
plansto pushanother round ofstimu-
lus.

“Obviously we’re always looking
at ideas and always looking at the
economy and people are talking
about these things but we thought
the stimulus done already was big
enoughto make animpact,”said Phil-

lip Swagel, Treasury’s assistant sec-
retary for economic policy.

Some top economists say there is
little choice but to do something
more. Mr. Summers said the U.S.
couldbein fora longeconomic down-
turn and that Congress should move
quickly.

“Given that recessions associ-
ated with financial problems are
never short and that the storm
clouds are gathering rapidly there’s
far more risk of stimulus being too
late than too early,” Mr. Summers
said. Among his remedies: Infra-
structure investment, which he said
would help create jobs, bolster the
construction industry and provide a
cash infusion to municipalities. Mr.
Shiller, the Yale economist, in a re-
cent New York Times column, argues
for more rebate checks.

Sen. John McCain, who backed
the stimulus checks and has pro-
posed cutting taxes, is considering
whether another round of checks
makes sense, according to an eco-
nomic adviser. “We’re looking right
now to see if there is any merit in try-
ing that again,” the adviser said. The
adviser added that checks won’t
solve the underlying problems of
low housing prices and rising costs.

Robert Gates

ECONOMY & POLITICS

Sources: Treasury Department (stimulus payments); Commerce Department (historic GDP, PCE); 
Global Insight (GDP, PCE projections)

Short-lived boost
The U.S. government has sent out 
billions of dollars to taxpayers…
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Investment bank
scores win for UBS
Revenue ranking in Europe

may help securities business

make the case against a sale

By Dana Cimilluca

I f UBS AG’s securities unit is
like a problem student, there

is at least one subject it is acing:
European investment banking.

UBS came in first in Europe in
the rankings Dealogic compiles
of investment-banking revenue—
from advising on merger deals,
as well as underwriting the issu-
ance of stocks, bonds and
loans—in the first half of 2008.
The Swiss bank raked in $726 mil-
lion of fees, edging out Merrill
Lynch & Co., according to the
data.

The results will be a welcome
relief for UBS’s beleaguered exec-
utives, who have faced an unre-
lenting stream of bad news over
the past year, much of it courtesy
of the securities unit, which com-
prises investment banking and
trading. (All the bank’s mortgage-
related write-downs, $38 billion
at last count, came from the secu-
rities unit, but now even the
wealth-management division is
causing the parent its own head-
aches.)

They also will provide ammu-
nition to those who argue UBS
should hold on to its Wall Street
unit, rather than quarantine it
from the wealth-management
unit by either spinning it off or
selling it. UBS, under new Chair-
man Peter Kurer, is in the midst
of a strategic review that is set to
be complete by October. One of
the key issues it is expected to ad-

dress is whether UBS should
keep the investment bank.

The ranking also vindicates
those among the pinstriped-suit
crowd who argue that while the
traders have made a mess, old-
fashioned investment bankers
have continued to do what they
are paid for.

The biggest contributor to
UBS’s surprise first-half perform-
ance in Europe is mergers and ac-
quisitions, where the bank
ranked first with $382 million in
revenue, edging out Deutsche
Bank AG.

All these numbers, of course,
are a mix of art and science,
given that fees on many M&A
and underwriting deals aren’t
disclosed, but Dealogic provides
about as educated a guess as
there is. Most of the M&A reve-
nue is from deals that closed in
the first half, meaning they were
likely announced during the re-
cently ended M&A boom. One is
the $18 billion sale of Reuters
Group to Thomson, struck in
May 2007 (UBS advised Reut-
ers).

The figures also provide
more evidence of the woeful
state of the investment-banking
industry. Consider that last year,
when UBS came in third in these
rankings, it took in much more
revenue: $957 million.

Globally, UBS was fifth in first-
half 2008 investment-banking
revenue, at $1.8 billion; J.P. Mor-
gan was first at $2.5 billion.

Still, performance like this
could just keep the whole securi-
ties operation from flunking out
of school.
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BIS suggests central banks
cooperate more on liquidity

Marketplace

Smash hit
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Wimbledon makes her a
hero in China > Page 27
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By Natasha Brereton

LONDON—A Bank for Interna-
tional Settlements committee rec-
ommended Thursday that central
banks cooperate more when dealing
with international liquidity prob-
lems.

The Committee on the Global Fi-
nancial System said central banks
they should consider using a com-
mon list of high-quality government
securities when conducting open-
market operations. It also advised
that central banks retain at least the
ability to establish international

swap lines.
The lines allow banks facing li-

quidity problems to borrow at a
much lower rate from a central bank
than from other local banks by
pledging their holdings of govern-
ment bonds as collateral.

The CGFS monitors and exam-
ines financial markets and systems
with the aim of recommending ways
of improving central-bank policy
for the BIS, which is a kind of central
bank for central banks. Thursday’s
study noted that central banks have
reduced “though not resolved” this
year’s tensions in money markets.

The CGFS also suggested that
central banks could grant access to
their facilities to financial institu-
tions outside their jurisdiction.

The report suggested that, in or-
der to keep tighter control over over-
night rates in periods of market tur-
bulence, central banks could in-
crease the frequency of their opera-
tions to several times a day.

They could also narrow the corri-
dor around their main policy rate,
created by the rates on their deposit
and loan facilities, or they could be
prepared to make direct transac-
tions in the interbank or repo mar-
kets. They could additionally remu-
nerate deposits at the central bank
in a wider band around required or
target levels.

THE MART
BUSINESS SERVICES

FOREIGNOPPORTUNITIES

AVIATION BUSINESS OPPORTUNITIES

BUSINESS SERVICES

BUSINESSES FOR SALE

CAPITALWANTED

MACHINERY & EQUIPMENT

TRAVEL

2007 Lear 40XR
The first & only 8 passenger 40XR
available! Comes with factory warranty,
pilot training, MSP Smart Parts, Camp paid
to date. Has upgraded interior with overall
white & accent grey. 220 Hours.

An exceptional buy at $8.495
By Owner Call 847-420-0357

LAND CONTRACTS FOR SALE
For Sale: Seasoned Iowa Single Family
Dwelling CONTRACTS for DEED at 11% +
interest rate/return. SPECIAL Iowa Investor
Friendly Contract Law. Purchase $50,000 to
$3 MM in contracts. Cal l Tol l Free
866-205-3196 or Cal l 712-251-2523
iowacontracts@cableone.net

2 U.S. CASINO
GAMBLING VESSELS

($10.8M FMV, $29.2M Repl. Cost),
700+ gaming/restaurant

positions, strong ports/markets/operations.
Enormous upside.

Buyers/Investors send inquires to:
gbolduc@groomco.com or
call Glenn 978-337-2153

Have your own MTN issued backed by
"A" rated Insurance Policies to secure

financing. Min. $25MM.
Brokers protected by Contract.

Call: 41 43 244-8790 in Zurich

SECURE FINANCING
WITHMEDIUM TERMNOTES

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Will offer equity and option to purchase for
guaranteed flow of business. Good access
to road, rai l and air transportation.
Excellent opportunity to control cost, quality
and labor . Located in the southwest.
Please Contact Jim Harris at
The Fairbridge Corp. 503-635-6718

Anodizing and Plating Facility
Recently Renovated

National Servicing Company Seeking Partners to
Purchase 1st and 2nd Performing Mortgages.
Low as 33% UPB, Guaranteed 15% Return Plus
Equity. Contact Bill at:

williamdi1@gmail.com
866-672-9148

PartnersWanted

Fiorana is aligned for U.S. distribution and
international licensing. Our niche jean
brand has a 50 million plus consumer
potential . High net returns, seeking
partners. Mike: 210-838-2388
www.fiorana.com

International Denim Company

Bozeman, SW MT, ND projects yield 7% to 18%
returns, payable mo. NNN leases, JV's or sale. Fly
fishing & hunting ranches,MHP, res dev & biz ops.
Free vacation time in our log homes/cabins with
miles of private world class Fly Fishing
while invested. From $250K to $20MM.

Tom: AmeriMont Inc. 406-284-6546

HIGH OIL PRICES +
LOWRIG COUNT =
OPPORTUNITY
Own 33.3% Of
Drilling Rig

Potential 18.39% IRR
36 Month Buy Back
1-866-750-3462

(No Operators/Drillers Please)

Seeking An Investor
Financially sound individual (verifiable) seeking
a mid 6 fig loan secured by a 2nd T.D. on a very
nice coml bldg in an exceptional So. Cal Area.
Terms, negotiable. L.T.V. 52-55% of appraised
value, after this loan. Ideal for ind. investors,
pension plans or insurance co. No brokers or
hard money dealers. Horacio053@aol.com

Only 9 new units left from
Never Opened Copy Center.

New $30K Konica-Minolta Copier Systems.
$3,995 - Delivered.

HIGH SPEED OFFICE COPIER

815-678-7682
Toll Free 888-678-2472

www.rte47.com

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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