
U.S. carriers facing growing fi-
nancial problems could start
seeking foreign investments and
pushing for a relaxation of U.S.
laws that limit foreign owner-
ship or control of airlines, Brit-
ish Airways’ chairman said. BA
doesn’t envision making a ma-
jor investment in a U.S. carrier
anytime soon, he added. Page 1

n The Dow industrials are off
19.9% from their October peak,
on the cusp of a bear market.
Markets have a gloomy view of
financial firms’ future. Pages 1, 17
n U.S. incomes and spending
got a big boost from stimulus
checks in May, but consumer
sentiment sank in June. Page 10

n Fortis is tapping Russian bil-
lionaire Suleiman Kerimov for a
$630 million injection. Page 4

n An expected ECB rate rise
may weaken the dollar and boost
oil prices, which hit a record
$140.21 a barrel Friday. Page 22
n Inflation accelerated in Ger-
many, Spain and Belgium in
June, while euro-zone economic
sentiment declined. Page 10

n Rising prices are luring inves-
tors to Africa’s food sector, per-
suaded they can turn a profit for
the first time in decades. Page 2

n Several technology titans in-
cluding Google and Verizon are
allying to defend themselves
against patent lawsuits. Page 6

n Anheuser unveiled a business
plan including job cuts and in-
creased beer prices that is un-
likely to deter suitor InBev. Page 7

n Siemens plans to slash 17,200
jobs, or 4% of its global work
force, to cut costs amid tough
economic conditions. Page 7

n U.K. consumer confidence fell
in June to the lowest level in 18
years, a survey showed. Page 10

n Restructuring firm Resolution
withdrew its offer for Bradford &
Bingley, sending the U.K. lender’s
shares down 21% Friday. Page 20

n Sony Ericsson warned its
mobile-phone sales and earnings
would be hit by slowing demand
and shipping delays. Page 6

Mugabe was sworn in for a
sixth term as Zimbabwe’s presi-
dent and promised talks with
the opposition. Many countries
condemned the runoff vote, in
which Mugabe was the only
candidate. Opposition candi-
date Tsvangirai, who withdrew
because of violence against his
supporters, said the inaugura-
tion was meaningless. Page 8

n Pakistani troops drove out
Islamic militants threatening a
supply route to NATO forces in
Afghanistan. The offensive sig-
naled a major shift in tactics by
Pakistan’s government as it tries
to combat extremism. Page 8

n Israel’s government agreed
to free a Lebanese gunman con-
victed in a 1979 attack in return
for the bodies of two soldiers
killed by Hezbollah guerrillas.

n France takes over the rotat-
ing EU presidency Tuesday, with
Sarkozy’s first task to be trying
to save parts of a treaty meant
to ease decision-making. Page 3

n The head of the Labour Party
in Scotland resigned, in more
bad news for British Prime Min-
ister Brown and a party hitting
new depths of unpopularity.

n A Basque regional parliament
approved plans for a referendum
seen as a veiled push for break-
ing away from Spain, setting it
on a collision course with the
central government. Page 3

n The number of civilians killed
in fighting in Afghanistan has
risen by nearly two-thirds in
the first half of the year, to al-
most 700, a U.N. official said.
n Afghanistan now rivals Iraq
as the biggest cause of concern
for U.S. policy makers. Page 3

n Malaysian authorities began
investigating allegations that op-
position leader Anwar sodom-
ized a male aide, further cloud-
ing the political outlook. Page 9

n Two militant attacks in Rus-
sia’s Chechnya region killed
three police officers and three
civilians, an official said.

n Two bombs exploded in a re-
sort town in Georgia’s breakaway
Abkhazia province, injuring six.

n China will hold a new round
of talks with representatives of
the Dalai Lama early next
month, state media reported.

Banks’ bonds hold up
even as their stocks fall

A lift for U.S. airlines?
BA chairman sees
foreign investment,
easing of owner limits

Editorial&Opinion

McCain’s Treasury chief
Phil Gramm wants to cut taxes
and balance the budget.
The Journal interview. Page 12

As it fights to preserve its
TNK-BP Ltd. Russian joint venture,
BP PLC is struggling with two big un-
knowns: What does the Kremlin
want and what are BP’s Russian-bil-
lionaire partners really after?

Lacking clear answers to those
questions, BP has been fighting

trench warfare to keep its partners
from gaining control inside TNK-BP
even as it continues high-level talks
with them. BP has also marshaled
support from London, Washington
and Brussels to quietly convey the
message to Russian officials that
Western capitals are watching the
fight as a key test of newly elected
President Dmitry Medvedev.

So far, there is little outward
sign BP’s strategy is working.

Its Russian partners—Mikhail
Fridman of Alfa Group, Viktor Vek-
selberg of Renova and Len Blavatnik
of Access Industries, together
known as AAR—have unleashed a
barrage of public attacks and law-
suits denouncing BP as arrogant and
underhanded. Russian officials echo
AAR arguments, publicly distancing
themselves from the conflict. Mean-
while, pressure on TNK-BP from
prosecutors, labor regulators and
lawsuits continues unabated, while
more than 100 BP employees as-
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What’s News—
Business & Finance World-Wide

Flying across borders
Only a few airlines world-wide are multinational
operations. Here are some of them:

Airline/Investor Cross-border links

Air France-KLM Air France acquired KLM Royal Dutch Airlines

Air Asia
Malaysian budget carrier established linked subsidiaries
in Thailand and Indonesia; carriers operate as one

LAN Airlines
LAN Chile established linked subsidiaries in Peru, Ecuador 
and Argentina; carriers operate as one

Lufthansa The German airline acquired Swiss International Air Lines

Scandinavian 
Airlines System

National airlines of Denmark, Norway and Sweden 
cooperate as if one carrier

Grupo TACA
National airlines of El Salvador, Guatemala, Honduras,
Costa Rica and Nicaragua cooperate as if one carrier

Virgin Group
Sir Richard Branson’s British investment firm established 
Virgin Atlantic (U.K.), Virgin Blue (Australia), Virgin 
Nigeria and Virgin America; carriers operate independently

Sources: the companies, WSJ research

The case for—and
against—nuclear power
JOURNAL REPORT | PAGES R1-R8

Voter registration plays a
bigger role in U.S. election
NEWS IN DEPTH | PAGES 14-15

By Tom Lauricella

World stock markets are taking a
gloomy view of the future of big fi-
nancial companies, and while regula-
tors won’t allow big banks and bro-
kers to collapse, the outlook for
their profits looks increasingly
grim.

This has hammered their stocks
but not their bonds and credit-mar-
ket instruments. While the stocks of
big banks and brokerage firms have
tumbled to new lows as investors
brace for more credit-crunch-re-
lated write-downs and capital rais-
ings, the bonds of these institutions,
and insurance bets called credit-de-
fault swaps tied to their fortunes,
are holding up relatively well. Ear-
lier in the year, bonds and swaps
were the first and loudest in signal-
ing problems for banks and brokers.

In other words, stock investors
and bond investors are now looking
at banks in completely different

ways. This makes some sense. Stock
investors care about future profit
growth, which looks bad for many
banks and brokers. Bond investors
simply want to receive their inter-
est payments and get their initial in-
vestment back.

The poor performance of finan-
cial stocks signals that investors
have a grim view of the longer-term
fundamental outlook for these com-
panies, even if the risk of short-term
collapse has diminished. Important
businesses—like the bundling of
mortgages—have collapsed. And
the reduced reliance on debt, or le-
verage, to finance their activities
also diminishes profitability.

This new dynamic suggests that
the way ahead for broader stock in-
dexes could be volatile and fraught
with more downside risk. This past
week, investors recalibrated their
risk expectations and sent global

Please turn to page 31

By Daniel Michaels

LONDON—Faced with growing fi-
nancial problems, U.S. air carriers
could start seeking foreign invest-
ments and pushing for a relaxation
of U.S. airline-ownership laws, Brit-
ish Airways PLC Chairman Martin
Broughton said in an interview.

BA, which flies more passengers
to and from the U.S. than any other
overseas airline, doesn’t envision
being able to make a major invest-
ment in a U.S. carrier anytime soon,
said Mr. Broughton.

However, the BA executive said
that an eventual relaxation of U.S.
airline-ownership rules could spark
a world-wide wave of cross-border
deals in the next five to 20 years.
That would help the troubled avia-
tion sector function more like other
industries, he added.

The U.S. forbids foreigners from
holding more than 25% of the voting
stock in a U.S. airline or from indi-
rectly controlling any U.S. carrier.

Airlines and officials from the Eu-
ropean Union have for several years
pressed Washington to relax those
rules, but the U.S. Congress has op-
posed changing legislation to lift
those limits. The EU limits non-EU

Please turn to back page
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By Gregory L. White in Moscow
and Guy Chazan in London

BP is in the dark
in battle to save
Russian venture

Markets
NET PCT

MARKET CLOSE CHG CHG

DJIA 11346.51 -106.91 -0.93
Nasdaq 2315.63 -5.74 -0.25
DJ Stoxx 600 287.34 -1.14 -0.40
FTSE 100 5529.9 +11.7 +0.21
DAX 6421.91 -37.69 -0.58
CAC 40 4397.32 -28.87 -0.65

Euro $1.5751+0.0001 +0.01
Nymex crude $140.21 +0.57 +0.41

cleaner-burning
natural gas goes a long
way. our technology
makes it go even further.
Thanks to ExxonMobil innovations, we can now deliver
cleaner-burning natural gas in 80% larger quantities and over
vastly greater distances than ever before — making one of the
world’s cleanest fuels available to more people the world over.
The story continues at exxonmobil.com
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Nomination signals
continuity to plans
for world expansion

Yahoo moves to centralize development, boost its revenue

ownership of its airlines to 49%.
The U.S. is BA’s largest overseas

market. BA has had a longstanding
commercial relationship with AMR
Corp.’s American Airlines, the
world’s largest carrier by traffic,
but regulators on both sides of the
Atlantic have stopped them from co-
operating more closely be-
cause of antitrust objec-
tions.

Competition from U.S.
carriers recently increased
on BA’s home turf, after an
“open-skies” treaty be-
tween the U.S. and EU took
effect March 30, partially
deregulating airline opera-
tions between the two giant
markets. The pact allows
any U.S. carrier to serve
BA’s hub airport, London’s
Heathrow.

Previously, American and UAL
Corp.’s United Airlines were the
only U.S. carriers allowed to land at
the popular and crowded airport.

Mr. Broughton, who has been on
BA’s board since 2000 and has been
chairman since 2004, was instru-
mental in hiring Chief Executive
Willie Walsh in 2005. Both opposed
the open-skies deal last year when it
was struck.

Mr. Broughton still sees it as “a
lousy deal” because it opened Heath-
row, but he said it only opened a

small crack in the U.S. market for EU
carriers.

Now, Mr. Broughton hopes eco-
nomic pressures will accomplish
what diplomacy couldn’t.

“It could be the financial exigen-
cies of the day that finally make for a
breakthrough,” Mr. Broughton said.

Mr. Broughton, 60 years old, who
previously was chief execu-
tive and chairman of Brit-
ish American Tobacco
PLC, said an opening of the
U.S. airline market would
be key to BA’s long-term
strategic planning.

Around the world,
cracks are forming in a
60-year-old system that
has locked airlines to their
nationality and allowed
carriers to fly internation-
ally only from their home
countries.

Within Europe, two cross-bor-
der mergers have shown the poten-
tial of multiairline groups: Franco-
Dutch Air France-KLM SA and Ger-
many’s Deutsche Lufthansa AG,
with its purchase of Swiss Interna-
tional Air Lines.

In South America, Chile’s LAN Air-
lines SA has established subsidiaries
across the continent and linked them
into one network. Kuala Lumpur-
based budget carrier Air Asia Co. has
done the same in its region.

Some U.S. airline executives, in-

cluding UAL Chief Executive Glenn
Tilton, have advocated relaxing U.S.
airline-ownership rules. But none
has spent political capital on the
idea, which is opposed by U.S. labor
unions largely out of fear that their
members’ jobs would be outsourced
to foreign workers.

The administration of President
George W. Bush in 2005 proposed re-
laxing rules on foreign management
control of U.S. carriers without
changing legislation or ownership
limits, but the idea was blocked by
Congress.

Undaunted, Lufthansa in Decem-
ber bought a 19% stake in JetBlue
Airways Inc., although Chief Execu-
tive Wolfgang Mayrhuber hasn’t hid-
den frustration with airline-owner-
ship limits.

“This industry shouldn’t be
treated like railroads,” he said re-
cently. “It should be like car makers
or chemical companies” and oper-
ate globally, he said.

Mr. Broughton called America
“the biggest impediment” to relax-
ing the aviation industry’s owner-
ship and nationality rules.

“You break the U.S. resistance
and you’ve made a big breakthrough
on a global scale,” he said.

America’s top aviation diplomat
says he is open to pushing for
changes in U.S. laws.

But the official, U.S. Deputy As-
sistant Secretary for Transporta-

tion Affairs John Byerly, recently
told a gathering in Brussels that Con-
gress and the U.S. government need
more convincing on “the concrete
benefits for the citizens of the
United States and Europe of allow-
ing greater foreign investment in
airlines.”

According to Mr. Broughton, fi-
nancial considerations may soon
overtake nationalistic ones. With
U.S. carriers weak and facing un-
precedented financial pressure
amid record fuel prices and drop-
ping demand, it makes no sense to
block potential sources of funding,
he said.

“Any rational director of a U.S.
airline should welcome foreign in-
vestment, if it’s available,” Mr.
Broughton said. Labor unions
should also welcome it, he said, be-
cause “foreign investment is invest-
ment”—something U.S. carriers
have lacked in recent years.

He added that more airline jobs
would probably get cut if carriers
are forced to merge and downsize
than if outsiders were allowed to re-
capitalize them.

The timing for any changes is
likely to be between five and 20
years, Mr. Broughton said.

The result would be “a handful of
global airlines and a number of sig-
nificant local operators.”

BA, he added, would be “a key
brand in a global airline.”

Continued from first page

U.S. airlines may need outside aid, Broughton says

By Daniel Michaels

And Michael Carolan

LONDON—Europe’s biggest mil-
itary contractor, Britain’s BAE Sys-
tems PLC, said Ian King, its chief
operating officer, will take over as
chief executive Sept. 1, a signal of
continuity in the company’s strat-
egy of expanding in the U.S. and
other markets.

Mr. King succeeds Mike Turner,
who in October said he would re-
tire at the end of August. Mr. King
has been chief operating officer,
with responsibility for the group’s
businesses in the U.K. and the rest
of the world except the U.S., since
January 2007.

BAE Chairman Dick Olver said
several external and internal candi-
dates had been considered in a

months-long search before the
company decided on Mr. King. Mr.
Olver said the board chose Mr.
King in part because of his success
in smoothing once-trou-
bled relations with Brit-
ain’s Ministry of Defense
and his experience in ex-
panding BAE’s operations
internationally. BAE has
major and highly lucrative
operations in the U.S.,
Saudi Arabia and Austra-
lia, among other countries.

Mr. King, 52 years old,
held various positions at
defense electronics com-
pany Marconi until its
merger with British Aerospace to
create BAE in 1999. He is currently
responsible for 45,000 employees
at BAE’s operations outside the
U.S.

Mr. Turner spent 42 years with
the company, serving as chief exec-
utive since 2003. He led a sharp
turnaround in the company’s U.K.
defense business and significantly
expanded BAE’s position in the U.S.

His decision to buy two major U.S.
land-vehicle producers—United De-
fense Industries Inc. for about $4
billion in 2005 and Armor Holdings

Inc. for $4.1 billion in
2007—have proved to be
canny moves, as demand
for ground equipment has
surged with the conflicts
in Iraq and Afghanistan.

But Mr. Turner’s suc-
cesses have been offset by
an investigation into alle-
gations of corruption that
may have happened be-
fore he took over. British
authorities in 2004 began
investigating BAE’s role

in securing a massive fighter-jet
contract from Saudi Arabia. The
British government halted the in-
vestigation in December 2006 un-
der pressure from Saudi officials,
sparking outrage in Britain and re-
bukes from other Western coun-
tries, including the U.S. Earlier this
year, a British court ruled that the
intervention was unlawful.

The U.S. Justice Department is

conducting its own investigation
into the Saudi deal. Britain’s Seri-
ous Fraud Office is continuing to ex-
amine BAE’s deals in other coun-
tries.

BAE has repeatedly denied
wrongdoing in any of the countries
in which it operates, but it is work-
ing to tighten its ethical standards.
BAE last year assembled an outside
panel to review its ethical prac-
tices, and Harry Woolf, a former
top judge, in May said in the pan-
el’s report that BAE hadn’t focused
enough on business ethics in the
past.

Mr. King said BAE will next
month complete a plan to imple-
ment the Woolf report. “We need
to change this from something per-
ceived as a special exercise to the
DNA of our organization,” he said.

Mr. King acknowledged that
with the continuing investiga-
tions, BAE will be dogged by image
problems. He said BAE is cooperat-
ing with U.S. and U.K. authorities,
and he is telling staff to “keep on
looking forward.”

Martin
Broughton

By Susan Carey

Leaders of the unions represent-
ing pilots at Delta Air Lines Inc. and
Northwest Airlines Corp. unani-
mously approved a tentative joint
contract that would go into effect if
the two airlines’ merger is approved
and cover their combined 11,000 pi-
lots.

Now the contract terms will be
put to each pilot group for separate
ratification votes. If it is approved,
the four-year contract would go into
effect upon the merger closing,
which is expected late this year.

Leaders of the Air Line Pilots Asso-
ciation branch at Northwest, which
represents 5,000 aviators, approved
the new accord on Friday. Their Delta
counterparts in another branch of
the same union, representing 6,000
pilots, agreed to the tentative agree-
ment on Wednesday .

The accord sets a method for in-
tegrating the groups onto a single
seniority list by the time the merger
closes, an earlier issue of conten-
tion that nearly sank the airlines’
plans to combine. If further direct
negotiations fail, the pilot groups
will put the issue to binding arbitra-
tion. Seniority affects which plane a
pilot flies, and whether as captain
or first officer, both determinants of
pay.

In April, Delta extended the exist-
ing contract with its own pilots
through the end of 2012, and prom-
ised them a 5% raise in 2009 and 4%
annual increases for the next three
years. The tentative agreement
would supercede that accord, but it
is much the same except for a few
sweeteners.

Delta left negotiations with the
more senior but lower-paid North-
west pilots until now. By bringing
the Northwest pilots up to Delta
rates once the merger takes effect,
they will reap pay increases of at
least 30% over the term of the con-
tract.

Ian King

FROM PAGE ONE

Delta, Northwest
pilot unions sign
tentative accord

By Jessica E. Vascellaro

Yahoo Inc. announced a reorgani-
zation plan that seeks to centralize
its product development and in-
crease global revenue, in an effort
to beat back concerns about the In-
ternet giant’s ability to compete as
an independent company.

Yahoo President Sue Decker said
the new blueprint aims to speed de-
velopment of products that have au-
diences in different countries—
such as email and instant messag-
ing—by cutting back on approvals
needed to launch them. Previously,
managers in multiple divisions had

say over such products. Decisions
were complicated because budgets
for some products with global user
bases were tied to the U.S., Ms.
Decker said in an interview.

The plan shifts more responsibil-
ity to two senior executives. Ash Pa-
tel, a Yahoo veteran who has been in
charge of efforts to open up its sites
to other developers, will lead a divi-
sionincharge ofglobalproduct strat-
egy. Hilary Schneider, in addition to
her current role overseeing sales op-
erations and the publisher network,
will be responsible for U.S. products.

The head of a new third group, re-
sponsible for overseeing the use of

data across Yahoo, will be an-
nounced later. A Yahoo spokesman
said the reorganization won’t result
in rank-and-file job cuts.

Yahoo faces pressure to prove it
can move beyond the uncertainty
raised by Microsoft Corp.’s bid. In-
vestor Carl Icahn, seeking to replace
Yahoo’s board at the Aug. 1 share-
holder meeting, filed a revised proxy
Thursday reiterating that, if elected,
his directors would seek to replace
Jerry Yang asthe company’s chief ex-
ecutive and sell Yahoo to Microsoft.

Yahoo shareholders are also
pushing for Microsoft to sweeten its
offer to acquire Yahoo’s search busi-

ness, according to people familiar
with the matter. A Microsoft spokes-
man reiterated the company’s state-
ment that a transaction that is not a
full acquisition of Yahoo remains
available for discussion.

Whether the reorganization will
resolve investors’ and employees’
concerns about Yahoo remains to be
seen. Previous reorganizations
haven’t always gone smoothly. Two
senior advertising executives left af-
ter a series of changes to Yahoo’s ad-
vertiser and publisher units over the
past year and a half. Since then, the
departures of key executives from
its sales divisions have continued.

Networking with The Wall
Street Journal Europe ?

Win 1 out of 5 seats at
our Wall Street Journal
Europe table at the EU
Bubble Dinner Party.

To win a seat email us your
full contact details with
“BUBBLE” in the subject
field. Reply by noon CET,
July 2, ’08 to the address
below. Winners will be
informed by email.

4 July

Rhode-Saint-Genèse,
Waterloo, Belgium

www.bubbledinnerparty.eu

For rules and responses contact:
gert.vanmol@dowjones.com
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Food prices spur investment in Africa farms
Agriculture draws
backers from abroad;
Mr. Djité’s peppers

By John W. Miller

ROME—Rising prices are luring
more private investors to Africa’s
food sector, where they are convinced
for the first time in decades they can
make a profit. The hitch is finding the
right businesses in which to invest.

Commercial banks, charities and
governments have set up funds
worth hundreds of millions of dollars
over the past few years to invest in
private farm and food projects in Af-
rica, while several major companies
have expanded operations there.

Most of last year’s $36 billion of
foreign direct investment in Africa
was sunk into digging up the conti-
nent’s rich mineral resources, such
as oil, copper and diamonds. The
Food and Agriculture Organization
of the United Nations says that actual
investment in farming was too small
a fraction to count separately, but
that there is a clear upward trend.

Private investors say a number of
factors make the African food sector
look like a business opportunity.
These include vast lots of empty, ara-
ble land, rising food prices and, since
2001, zero tariffs for exports from
poor countries to the lucrative Euro-
pean Union market. Rising fuel costs
are also driving up the cost of im-
ported foods, making local produc-
tion more competitive in Africa.

That is welcome news at a time
when the U.N. is struggling to per-
suade governments to come up with
$30 billion to fight world food pov-
erty, mainly in Africa. But the trouble
private investors are having in plac-
ing their money suggests a wider
problem, says Rustom Masalawala,
business development specialist for
Columbia University’s Earth Insti-
tute, a development think tank.

“We know how to hand out bil-
lions in aid money, but you can’t beat
hunger in Africa without local food

companies learning how to prosper,”
says Mr. Masalawala. That means
training farmers in the basics of creat-
ing a business, as well as fixing laws
and improving government, he said.

African countries consistently
rank toward the bottom of World
Bank surveys on enforcing contracts,
granting licenses, corruption and
other measures.

Despite these obstacles, the conti-
nent is starting to attract more capi-
tal. Higher fuel costs recently
prompted beverage makers Hei-
neken NV and Diageo PLC to change
recipes at some of their African brew-
eries. They replaced imported barley,
which doesn’t grow in Africa, with
sorghum, which does. In Sierra Le-
one, Heineken secured a loan package
valued at $150,000 for local farmers
so they could plant more sorghum.

“The fuel prices mean you want
to contract the supply chain as much
as possible,” says John Mbonu, Hei-
neken’s deputy general manager for
Sierra Leone. Heineken said the sor-
ghum brew is for African markets,
and will be introduced gradually.

The Dutch bank that provided the
loans, Rabobank Group, recently
opened a $75 million fund to invest
in developing-world agriculture, es-
pecially in Africa. French banks, in-
cluding BNP Paribas SA and Crédit
Agricole SA, have similar plans.

The U.K., Germany, the Nether-
lands and Belgium have started state-
backed funds with amounts to spend
ranging from the tens to the hun-
dreds of millions of dollars. The
funds focus on giving low-interest
loans or grants to private businesses.

Singapore-based Olam Interna-
tional Ltd., a nuts and grains pro-
ducer, doubled its annual investment

in Africa last year to around $200 mil-
lion across 23 countries, says Moochi-
kai Ramesh, regional director for
south and east Africa. In Nigeria, for
example, the company has invested
$3 million in a formerly defunct rice-
milling plant, he said, adding that
Olam now generates 30% of its $4 bil-
lion annual turnover in Africa.

Africa’s farm sector, long deci-
mated by cheap imports, badly needs
investment. Global wheat prices, for
example, until recently were under
$200 per metric ton, too low for Afri-
can farmers to compete. Many farm-

ers abandoned the land to go to cit-
ies. Today, only 15% of Africa’s arable
land is farmed, according to the FAO.

Now, demand in Asia, drought
and the biofuels market have pushed
wheat prices past $300 per ton. That
kind of inflation gives farmers an in-
centive to grow on a larger scale. But
high entry costs for seeds, fertilizer
and tractors mean that “outside in-
vestment is essential,” says Calvin
Miller, FAO director of rural finance.

A recent conference at the FAO’s
Rome headquarters organized by a
Brussels-based nonprofit, the Euro-

pean Market Research Centre,
sought to put investors and African
businesspeople together. About 250
African entrepreneurs and outside
investors showed up.

Mamadou Djité, chief executive of
Agral Export Senegal, was looking for
$800,000 over the next five years. His
company shipped $750,000 of chili
peppers, pineapples and other pro-
duce last year, from a cooperative of
200 farmers outside Dakar, the Sene-
gal capital, to Europe. “We can ex-
pand if we have money to pay for irri-
gation, seeds and fertilizer,” he said.
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Toyota stays on GM’s tail
Incentives may help
Detroit auto maker
keep top spot in U.S.

Big banks’ bonds hold up

By Kate Linebaugh

General Motors Corp. is on the
brink of losing its position as the top-
selling car maker in the U.S. to Toy-
ota Motor Corp., and on Tuesday it
may see its lead narrow further
when the auto industry reports vehi-
cle sales for June.

More American consumers are
forgoing the purchase of trucks and
sport-utility vehicles, once cash
cows for GM, Ford Motor Co. and
Chrysler LLC, leaving De-
troit’s Big Three to try to
shift production to smaller,
more fuel-efficient cars, a
segment long dominated by
Japanese auto makers.

That shift has created an
opening for Toyota, whose Amer-
ican product line is skewed to-
ward compact cars, to grab mar-
ket share from GM. In May, Toy-
ota’s share of the U.S. market
was a hair’s breadth shy of
GM’s: 18.4% compared with 19.1% for
GM, according to Autodata Corp.
With June’s data, the gap may nar-
row even more. J.D. Power & Associ-
ates predicted Friday an 18.7% share
for Toyota, while GM’s would be
19.2% for June U.S. sales.

It couldn’t come at a worse time
for GM Chief Executive Rick Wag-

oner, whose turnaround plan for the
world’s largest auto maker continues
to encounter obstacles. After signing
ground-breakingagreementswithla-
bor unions last year, the 55-year-old
executiveisfacedwithaU.S.automar-
ket that may contract as much as 23%
this year by some estimates.

Shares in GM fell to their lowest
price in 53 years last week, and the
company’s debt was put on watch
for downgrade indicating a higher
risk of default. GM stock rose 12
cents, or 1%, to $11.55 as of 4 p.m. Fri-

day in New York Stock Exchange
composite trading.

GM isn’t giving up without a
fight and may yet hold onto the top
spot. The company rolled out mas-
sive incentives to entice buyers dur-
ing the final week of June, when
sales generally are heaviest. That
move could give it a boost to best its

Japanese rival. If Toyota fails to
come out on top this time, the battle
will continue in the coming months
as buyers favor more fuel-efficient
cars amid rising gasoline prices. GM
declined to comment. A Toyota rep-
resentative said the company isn’t
focused on the competition.

“In the short term there’s no ques-
tion that the domestics are going to
struggle,” says Tom Libby, a J.D.
Power analyst. “They can’t turn
around on a dime.”

Toyota has pulled even with GM
in global vehicle sales, and be-
coming the top auto maker in
the U.S. could raise the specter
of nationalist backlash that the
company has been trying to com-
bat since the 1980s. Toyota has
been building up political capital
in the U.S. by constructing facili-

ties in eight states, employing
36,600 people around the country
and spending heavily on lobbying
efforts in Washington. It, too, has
been hurt by the drop in truck sales.

The June numbers also may cast
doubt over whether private equity

has the answers for Detroit’s ills.
Chrysler, which was bought last year
by Cerberus Capital Management LP,
saw its market share slip to 10.6% in
May.

Chrysler, with few smaller cars
to tempt consumers, seems poised
to move below a market share of
10% for the first time in decades. A
drop below 9% isn’t out of the ques-
tion, considering more than three-
quarters of Chrysler’s sales come
from trucks and minivans.

BP struggling on Russian venture

markets sharply lower. In the U.S.,
the Dow Jones Industrial Average is
down 19.9% since its October
record, teetering on the 20% brink
that many market watchers con-
sider to be a formal bear market.
Key indexes in Asia and Europe are
also near or in bear-market terri-
tory.

Behind the varying fortunes of
stocks and bonds tied to financials
is the U.S. Federal Reserve, which is
now lending to brokers should they
fall short of cash, and which helped
arrange the marriage between J.P.
Morgan Chase & Co. and Bear
Stearns Cos. in mid-March to save
Bear’s creditors and trading part-
ners.

The Fed has in essence made
clear that it won’t allow a big finan-
cial institution to fail and disrupt
the global credit markets. Indeed,
part of the rush to prop up Bear
Stearns was to avert a global finan-
cial panic before Asian markets
opened March 17. “It will be much
harder for a crisis of confidence,
like there was with Bear Stearns, to
occur,” says Jeffrey Cucunato, a
portfolio manager at BlackRock Inc.

For stock investors in financial
firms, it turns out that’s not neces-
sarily good news. Part of the bar-
gain with the Fed is that investment
banks are expected to reduce their
reliance on borrowing, which
means raising more capital, often
done through stock issuance or
stake sales to outside investors.
That dilutes existing shareholders
and is helping to drive share prices
lower. In a vicious circle for the
banks, the lower the share price
goes, the harder it becomes to patch
holes in their balance sheets.

Given the crucial role that invest-
ment banks play in the real econ-
omy and their significant—but di-
minished—status in market in-
dexes, it’s also a discouraging devel-
opment for the broader market. If
their share prices remain under
pressure, it’s going to be difficult for
the market to stage a meaningful
rally.

The travails of banks and broker-
age houses, coupled with surging oil
prices, have been nothing but trou-
ble for stock investors. With the sec-
ond half starting Tuesday, the Dow
industrials are down 14.5% so far in
2008; in the past two weeks alone,
the index is down nearly 8%.

It’s been worse for financials.
The KBW Bank index is down 32% so
far this year and is 21% below the
low point reached in March. Citi-
group hit $18.62 on March 17 and ral-
lied up to nearly $27 in April. On Fri-
day it closed at $17.67. Lehman
Brothers Holdings bounced to
$31.75 in March but finished last
week at $22.61.

“There’s been something of a ca-
pitulation,” says John Tierney,
credit strategist at Deutsche Bank.
With yet another quarter of bad
earnings news on the way, plus the
prospects for share dilution, “peo-
ple are just getting tired.”

In the bond market, financials
have suffered during the past cou-
ple of weeks, but are still far from
the extremes hit during March.

The credit-default swap market,
too, hasn’t returned to its crisis lev-
els of March. These swaps pay off
when a firm defaults on debt pay-
ments. While investors and finan-
cial institutions buy such swaps as a
form of insurance against bad debt,
earlier in the year they also became
a trading vehicle. Hedge funds and
others could buy the swaps and re-
sell them at higher prices as fears in-
tensified that a major firm would go

under. Thanks to the Fed’s efforts as
a lender of last resort to banks and
brokers, the swaps are of less value.

For example, it costs about
$200,000 a year to buy a swap that
provides insurance on $10 million of
debt issued by Wachovia Corp. That
is up from $95,000 on May 1. But it is
still well below the $325,000 cost on
March 7, according to data from
Phoenix Partners Group. Broader in-
dexes of swap costs also are well be-
low their March levels.

In the cash-bond market, domi-
nated by buy-and-hold investors,
the gaps between bonds issued by fi-
nancial companies and yields on
swaps have barely budged from a
month ago, according to Deutsche
Bank’s data. In part that reflects the
fact that yields on debt for financial
companies are already at histori-
cally high levels, but the lack of fur-
ther deterioration is another indica-
tion that investors aren’t as worried
about issuers defaulting on pay-
ments as they were earlier in the
year.

The divergence in performance
between the stock and credit mar-
kets marks a big change. Between
February 2003 and February 2007,
movement in the KBW Bank index
had a 90% correlation with price
changes in credit-default swaps, ac-
cording to data from J.P. Morgan.

During February and the first
week of March, when the fears
about the financial markets reached
a boiling point, that correlation was
slightly lower at 87%. But since
March 7 that link has evaporated,
falling to nearly zero, the J.P. Mor-
gan data show.

There’s another reason investors
aren’t using credit-default swaps to
bet against banks now. In February
and March, many hedge funds were
using the swaps markets to place
bearish bets against Wall Street
firms and banks. The approach
worked great until J.P. Morgan
stepped in to acquire Bear Stearns
with the Fed’s backing. The risk of a
default ended, inflicting massive
losses on swap holders banking on a
default.

Now hedge funds looking to
make a bearish bet on a financial
company have to weigh the risk of
an acquisition that sends the value
of swaps plummeting.

With swap prices already at ele-
vated levels, many are instead
choosing to take the old-fashioned
route of betting against the stock in
short sales, which pay off when the
share price declines.

There’s a logic to selling the
stocks instead of buying the credit-
default swaps: The earnings woes
and share dilution from capital rais-
ing have a more direct impact on
share prices than on bonds issued
by those companies.

Though the downward pressures
on these stocks are immense, they
also seem ripe for volatility. “If you
get any data points that come in bet-
ter than expected, we could see an
explosive rally,” says Thomas Lee,
chief U.S. equity strategist at J.P.
Morgan.

But the parade of earnings write-
downs shows little sign of waning as
the second quarter nears its end. At
the end of May, per share operating
earnings on financials in the Stan-
dard & Poor’s 500-stock index were
expected to fall 44%, according to
Thomson Reuters. Financial earn-
ings are now expected to drop 59%.

For the year, financials are now
expected to post an 18% drop in earn-
ings, compared with expectations
for a 6% decline on May 30. That
translates to net income of $116 bil-
lion for financials, which amounts,
roughly, to a 50% drop from 2006.

Continued from first page
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signed to TNK-BP are locked out
from working at the venture.

BP officials admit the company
appears to be losing the public bat-
tle, but they say that firing back at
every accusation from the Russian
side would only inflame the situa-
tion, as would pushing for stronger
public support from Western offi-
cials. An increasingly assertive
Kremlin is prickly about public lec-
turing from the West, which as a re-
sult often has the opposite to the de-
sired effect, according to Russian of-
ficials. BP has kept its intense lobby-
ing quieter, also meeting with ana-
lysts to counter AAR’s attacks.

The stakes for BP are high.
TNK-BP, Russia’s third-largest oil
producer, accounts for nearly 20%
of BP’s reserves and a quarter of its
production, generating billions in
profits every year.

How the Kremlin handles the con-
flict between BP and its partners also
will be a key bellwether of President
Medvedev’s approach to foreign in-
vestors.Thoughheandothertopoffi-
cials have publicly denied such plans,
industry executives say the Kremlin
is likely to want control over such a
strategic asset to be in the hands of a
state-controlled company like OAO
Gazprom or OAO Rosneft.

In discussions with its partners,
BP has offered to swap the Russian
shareholders’ stock in TNK-BP for
shares in BP itself. As a condition for
such a deal, BP said it would need
Kremlin approval, as well as an
agreement to then sell 50% or more
of TNK-BP to a company like Gaz-
prom or Rosneft. Publicly, the Rus-
sian shareholders have said they
don’t want to sell their stake and
wouldn’t consider a swap into BP
shares until at least 12 to 18 months

from now.
People close to the Russian share-

holders say they believe TNK-BP’s
estimated market capitalization,
currently put at around $40 billion,
substantially understates its actual
value. They would like to see a much
higher valuation—as well as a new
chief executive and changes to give
them a greater say in management—
before doing any deal, according to
these people.

“Fundamentally, [AAR] will need
our help to monetize their interest,”
said one person close to BP.

BP officials say the Kremlin ei-
ther hasn’t decided or isn’t saying
how it would like to see the conflict
resolved. Mr. Medvedev’s public
rhetoric has called for reducing the
state’s role in the economy and
some officials have suggested the
Kremlin might be willing to see TNK-
BP’s ownership remain unchanged.

But after less than two months in
office, it still isn’t clear how much in-
fluence Mr. Medvedev has in rela-
tion to his predecessor, Vladimir Pu-
tin, who is now prime minister.
Some in BP think their Russian part-
ners’ assertiveness reflects this un-
certainty about who is really in
charge in Russia.

BP officials suspect their Rus-
sian partners have instigated much
of the administrative pressure the
company has felt in recent months,
from tax probes to shareholder law-
suits and audits by labor regulators.

The Russian shareholders deny
any role in the administrative pres-
sure.

Last week, Russian immigration
authorities refused TNK-BP’s plea to
up its request for work permits for
foreign employees. One of the AAR
shareholders, who also is a top
TNK-BP executive,had filed anunau-

thorized request for fewer than half
the permits the company planned to
seek.Sofar,TNK-BP CEO Robert Dud-
ley’s efforts to increase the quota
have failed, raising the possibility
that as many as 75 foreign employ-
ees could be left without visas when
their current ones expire July 30.

Tohelp withstandthe pressure,BP
has brought in a number of executives
experiencedinRussia,includingExec-
utive Vice President Lamar Mckay,
who was pulled back from an assign-
ment in the U.S. Many on the team are
veterans of the conflict with AAR that
BP suffered in the late 1990s, years be-
fore TNK-BP was formed.

At that time, the Russian inves-
tors took advantage of Russia’s
weak courts to pull most of the as-
sets out of BP’s Russian venture at
the time, OAO Sidanko. BP mar-
shalled support in Western capitals,
for a time cutting off a U.S.-govern-
ment loan to a company controlled
by AAR. The two sides ultimately
settled, though BP wrote off much
of its original investment.

BP officials say the Sidanko expe-
rience has proved invaluable in the
current conflict. They say they’re
better able to navigate the Russian
bureaucracy, looking for levers that
might help them counter AAR’s in-
fluence. Within TNK-BP, BP has
sought to block at every turn what
they see as efforts by AAR to take
control by stealth, such as the drive
to get more seats on the boards of
key subsidiaries.

This spring, BP hired consultants
to put together a study of Alfa’s tac-
tics in conflicts with foreign inves-
tors in its other ventures, such as
Norway’s Telenor A/S. The docu-
ment came to be known as “the Alfa
playbook,” according to BP officials,
and has played out to the letter.

Continued from first page
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EU term will keep Sarkozy busy
Key issues include
Irish ‘no’ on treaty
and Beijing Games

By David Gauthier-Villars

PARIS—From climate change to
immigration, French President
Nicolas Sarkozy had hoped to
tackle sweeping global issues dur-
ing France’s six-month presidency
of the European Union, which be-
gins Tuesday. Yet after Ireland’s re-
cent rejection of a major EU treaty,
Mr. Sarkozy has a far less glamor-
ous task ahead—notably trying to
save parts of the treaty that were
intended to ease decision-making
within the 27-nation bloc.

People close to Mr. Sarkozy say
the French president will still forge
ahead with plans to propose a
tough EU pact on immigration and
strict targets to limit greenhouse-
gas emissions. Mr. Sarkozy also
hopes to convince France’s EU part-
ners to spend more on security and
build up a military-command struc-
ture that would be disconnected
from the U.S. Yet the treaty’s defeat
in Ireland means that “the institu-
tional questions will be time- and
energy-consuming,” said Pierre-
Jérôme Hénin, a spokesman for Mr.
Sarkozy.

One of the French president’s
first moves will be to travel to Dub-
lin on July 11 to consult Irish offi-
cials on how the so-called Lisbon
Treaty can be rescued. Mr. Sarkozy,
who was instrumental in drafting
the treaty, is hoping to persuade the
Irish to vote again on the pact once
the EU’s 26 other members have rat-
ified it. So far, 19 countries have ap-
proved it.

The treaty was aimed at help-
ing the EU find solutions to key is-
sues: Should it accept more mem-
bers? Should it keep relying on the
U.S. for security? Should it con-
tinue spending 45% of its budget
on agriculture? The bloc has so far
struggled to come up with an-
swers, because most decisions re-

quire unanimity.
Helping rescue the treaty would

be a coup for Mr. Sarkozy—espe-
cially since he has in the past by-
passed the very EU institutions he
now says he wants to strengthen.
When he was France’s interior min-
ister, for example, Mr. Sarkozy regu-
larly preferred to discuss issues of
cross-border security with a small
group of counterparts rather than
within the EU as a whole.

“I quickly understood that push-
ing a 25-member group into action
would be very difficult or impossi-
ble,” he said in a book published in
2006.

Since becoming French presi-
dent, Mr. Sarkozy has collided re-
peatedly with EU institutions. He
has lashed out at the European Cen-
tral Bank for its money-tightening
policy. He has slammed the Euro-

pean Commission over issues in-
cluding global trade talks and aid to
fishermen suffering from high fuel
prices.

Mr. Sarkozy has backed
down on some occasions.
For example, he promised to
rethink one of his projects—
the creation of a pan-Medi-
terranean partnership sepa-
rate from the EU—after Ger-
many raised strong resis-
tance to the idea. The re-
worked plan, which is still in
an embryonic stage, now in-
cludes all EU members, not
just those that have a Medi-
terranean shore.

“Mr. Sarkozy has shown he can
learn from his mistakes,” said Sami
Andoura, an analyst with the Royal
Institute for International Rela-
tions in Brussels.

Mr. Sarkozy has an immediate op-
portunity to test his skills at build-
ing consensus with his EU partners:

the Beijing Olympic
Games. People familiar
with the situation say Mr.
Sarkozy is planning to at-
tend the Games’ Aug. 8
opening ceremony to rep-
resent France’s EU presi-
dency. Yet before making
an official decision, Mr.
Sarkozy plans to consult
with other European lead-
ers, who are at odds over
whether the EU should
boycott the event in reac-

tion to China’s police repression in
Tibet.

“Mr. Sarkozy will announce his
decision in July, once he has talked
to his [European] colleagues,” his
spokesman Mr. Hénin said.

By Yochi Dreazen

WASHINGTON—In a remarkable
shift, Afghanistan, where U.S. offi-
cials were once confident of victory,
is now rivaling Iraq as the biggest
cause of concern for American poli-
cymakers.

According to a new Pentagon re-
port, Taliban militants have re-
grouped after their initial fall from
power and “coalesced into a resil-
ient insurgency.” The report paints
a grim picture of the conflict, con-
cluding that Afghanistan’s security
conditions have deteriorated
sharply while the fledgling national
government in Kabul remains inca-
pable of extending its reach through-
out the country or taking effective
counternarcotics measures.

U.S. raises alarm
as Taliban gains
in Afghanistan

Nicolas Sarkozy
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VITTORIA, Spain—A Basque re-
gional parliament narrowly ap-
proved plans Friday for a referen-
dum seen as a veiled push for break-
ing away from Spain, setting it on a
collision course with the central gov-
ernment.

Spain’s government vowed to
block the referendum, saying it was
unconstitutional. “The plan will be
appealed and suspended,” said Dep-
uty Prime Minister Maria Teresa
Fernández de la Vega.

The government will file a law-
suit with the Constitutional Court,
which is Spain’s highest court. Once
it agrees to consider the motion,
this has the effect of automatically
suspending plans for the referen-
dum, which Basque authorities
want to hold Oct. 25.

The referendum would ask
Basques if they favor a negotiated
solution to the separatist conflict if
the armed militant group ETA is will-
ing to end violence.

Spain will move
to block vote
in Basque region

Copyright © 2008, Oracle. All rights reserved. Oracle is a registered trademark of Oracle Corporation and/or its affiliates.
Other names may be trademarks of their respective owners.

oracle.com/goto/healthsciences
or call +353 1 8031099

Get Better Results With Oracle

20 of the 20
Top Pharmas

Oracle Health Sciences

T H E WA L L ST R E ET JOU R NA L . MONDAY, JUNE 30, 2008 3

China to provide limited 3G during Olympics
By Aaron Back

BEIJING—China’s government
has long promised to make high-
speed, third-generation wireless
service available for the Olympics.
Now it looks like the country will
indeed offer one kind of 3G tech-
nology—but most international
visitors won’t be able to use it.

Third-generation technology
enables rapid transmission of
data, allowing fancy functions
such as video-streaming and fast
Web-surfing on cellphones and
other mobile devices. Such ser-
vices are commonly available
from wireless carriers in Europe,
East Asia and North America, and
many Olympics attendees from
those places will likely expect to
be able to use 3G features in
Beijing in August.

But the only 3G service China
has said publicly that it plans to
provide during the Games uses a
homegrown technology standard
called TD-SCDMA (short for time
division synchronous code divi-
sion multiple access). Mobile
handsets sold outside China can’t
function on TD-SCDMA networks.
The two 3G standards from the
rest of the world—CDMA2000,
which is widely used in North
America and South Korea, and
WCDMA, used in Europe and much
of Asia—are unlikely to work in
Beijing, experts say.

Visitors will either have to buy
and configure a new phone in
China, or accept significantly

slower data connections than they
are used to.

“It will be a disappointment to
Olympic visitors, and it’s a missed
opportunity for China,” says Dun-
can Clark, head of Beijing-based re-

search firm BDA China.
China is expecting some

500,000 international visitors for
the Olympics. As with many as-
pects of the preparations, precise
details of the government’s plans
for telecommunications services
during the Games are hard to
come by. Beijing’s Olympics orga-
nizing committee, known as
Bocog, declined to comment on

which 3G standards would be avail-
able.

China Mobile Communica-
tions Corp., the country’s biggest
wireless carrier and parent of
Hong Kong-listed China Mobile
Ltd., has said it will offer TD-
SCDMA during the Olympics in
partnership with Samsung Elec-
tronics Co. of South Korea. A
China Mobile spokeswoman de-
clined to give further details of
the collaboration. China’s state-
run Xinhua news agency reported
in May that the two companies
have provided Bocog with 15,000
handsets running on the technol-
ogy.

The two other 3G technologies
have been in operation for years
and boast hundreds of millions of
users. But Beijing has yet to li-
cense its mobile operators to use
those standards commercially,
opting instead to wait years for
the development of TD-SCDMA.

Tucker Grinnan, head of Asia
telecom research for HSBC in
Hong Kong, says it would be tech-
nically possible to erect tempo-
rary base stations—which trans-
mit and receive signals from cell-
phones—using international 3G
standards. But he doubts that it
can be done in such a short time be-
fore the Olympics.

“With everything else that’s go-
ing on, it’s not clear that facilitat-
ing international 3G roaming is a
priority of the Chinese govern-
ment leading up to the Olympics,”
Mr. Grinnan said.

Mr. Clark, of BDA China, says
the problem will extend to many
visitors’ laptop computers as well
as their phones. In Europe, con-
sumers use WCDMA-based data
cards in laptops that give them
fast Internet access from any-
where. Those cards run at 3.5G
speeds, which are even faster than
3G.

If reporters or other profession-
als bring those cards to Beijing
hoping to use them, they will auto-
matically shift down to EDGE, an
older 2.5G technology offering
much slower connection speeds,
Mr. Clark says.

Even those who do acquire a TD-
SCDMA phone or a data card may
find problems with the service,
some analysts say. China Mobile
has been testing the technology in
eight cities, but the results have
been less than stellar. BDA China
said in a report that its analysts
tested some TD-SCDMA phones
and found problems including “er-
ratic service quality, expensive
and immature handsets, weak
transmission signal and limited
coverage.”

A China Mobile spokeswoman
declined to comment on the re-
port but said that the company is
adding more TD-SCDMA base sta-
tions to improve signal strength.

Chinese regulators said last
month they will issue 3G licenses
after the restructuring of China’s
telecom industry, which will
merge six operators into three. It
is uncertain when the restructur-

ing will be completed. The merg-
ers are to be closed at the capital
level by the end of the year, but op-
erational integration will take
longer. Mr. Grinnan estimates it
could take 12 to 18 months.

 London

I
T’S GETTING tougher to be
royal. With the prices of ev-
erything from tea parties to
helicopter fuel rising, and
with politicians putting on

pressure to cut costs, Britain’s
royal family—like many others
around the world—is struggling
with the task of managing a budget.

On Friday, the royal family pub-
lished its accounts for the fiscal
year ended in March, an illustra-
tion of the fine line between satisfy-
ing taxpayers’ demands for frugal-
ity and maintaining the pomp and
ceremony expected of a 294-year-
old dynasty. The family has been
making the accounts public every
year since 2001, in addition to a
campaign began almost 10 years
earlier to provide “value for
money,” a concept more profligate
ancestors would likely have
scorned.

With details such as the value of
the royal wine cellar—£400,000
($795,000)—and expenditures on
state visits by the Duke of York and
Prince Charles to places like Rus-
sia, Uganda and the U.S., the ac-
counts provide a rare peek behind
the royal pageant. They also show
how rising food, transport and en-
ergy costs confounding consumers
and policy makers around the
world are also becoming a head-
ache for the head of the royal house-
hold, Queen Elizabeth II.

Overall, the cost to British tax-
payers of maintaining the royal
family amounted to £40 million in

2008—or, as the royals like to put
it, 66 pence ($1.31) per British sub-
ject. That’s up 5.3% from the previ-
ous year. The royal transport bill,
which included 1,608 hours of fly-
ing time and the cost of running a
private train, was £6.2 million, up
10% from the year before. Food
costs for a family that entertains
50,000 people a year at only one of
its houses, Buckingham Palace,
were up 20% at £500,000.

In a news conference Friday at
Buckingham Palace, Sir Alan Reid,
the keeper of the privy purse, a role
that is typically described as the
royals’ chief financial officer,
sought to put the expenditures into
perspective. “We have gone up by
significantly less than the cost of a
pint of milk has,” he said.

The royal family’s efforts to be fi-
nancially accountable to its sub-
jects date back to 1992, when a fire
gutted Windsor Castle and the gov-
ernment said it would step in to
pick up the multimillion-pound tab
for reconstruction. Amid a public
outcry, the royals launched what
they called a process of moderniza-
tion, which included the annual re-
port on how the royals spend the
money provided to them by the
state. They also face regular parlia-
mentary reviews.

Under pressure to perform, Mr.
Reid’s predecessor embarked on a
cost-cutting campaign that he says
has seen expenses fall by 57% in in-
flation-adjusted terms over the
past 18 years. The Queen has imple-
mented a “turn out the lights” pol-

icy in the royal palaces. More signif-
icantly, new combined heating and
power units at Buckingham Palace
and Windsor Castle slashed elec-
tricity and gas costs by 11% and
26%, respectively, last year.

“I think we have already had a
lot of the easier wins on value for
money,” Mr. Reid said in a recent in-
terview.

The royals’ reduced cost to the
state has helped boost the family’s
popularity from lows reached in
the 1990s. “I don’t think there is a
government department that has
kept its costs down like Bucking-
ham Palace,” says Robert Lacey, a
British historian who has pub-
lished books about the family.

Still, many critics argue that the
whole enterprise is a waste of
money. “I wouldn’t have any of
them,” says Dennis Skinner, the
member of Parliament for Bols-
over, England. “Isn’t it rather odd
that we go round the world telling
folks how to set up democracies,
when we have an aristocratic fam-
ily” as head of state?

Many of the expenses that come
with being royal would make a cor-
porate CFO squirm. Consider, for
example, the 800-year-old Swan
Upping ceremony. Every year in
July, scarlet-clad men known as the
Queen’s Swan Marker and Swan Up-
pers spend five days in flag-be-
decked rowing skiffs on the
Thames river, measuring and count-
ing swans. That and other ceremo-
nial functions cost £1.7 million in
2008.

Then there’s the cost of official
visits, both within the U.K. and
abroad. In one notable trip to the
pub, Prince Charles spent £19,000
on a visit by Royal Train in March
to the Black Swan Pub and other en-
gagements in the town of Penrith in
northwestern England. Even with-
out security costs, the Queen’s visit
to the U.S. in May 2007 cost
£414,000, including £22,849 to
charter a helicopter from Lexing-
ton, Va., where she was commemo-
rating the 400th anniversary of
England’s first permanent settle-
ment in North America, to Louis-
ville for the Kentucky Derby.

Royal advisers say that the fami-
ly’s travel is typically at the behest
of government departments or for
charity work, and the costs reflect
the need to maintain the dignity of
a head of state.

The royals are also finding more
ways to earn their own keep, includ-
ing opening up their private lands
and palaces—as opposed to places
like Buckingham Palace, which be-
longs to the state—to visitors and
even real estate development. Scot-
land’s Balmoral castle, for example,

has a restaurant, shop and holiday
homes.

They have proved pretty canny
investors. In September, the Prince
of Wales approved the sale of the
Duchy of Cornwall’s entire equity
portfolio ahead of a major fall in
stocks, helping the Duchy make an
8.5% gain at a time when other as-
set managers were suffering. The
Duchy’s last major move out of the
market was in 1999, ahead of the
bursting of the Internet bubble.

But the royals can’t allow them-
selves to look too commercial. In
May, the family came under harsh
criticism when the Queen’s grand-
son, Peter Phillips, sold exclusive
rights to print photographs of his
wedding to celebrity magazine
Hello!

“They are tapping into the celeb-
rity culture, and they have to be
careful not to be seen as selling
out,” says Joanne Leyland, who
runs a Web site called the Royalist
and says she has been a “Royal
watcher” since the marriage of
Prince Charles and Lady Diana in
1981.

High energy costs, travel expenses
give the Crown a royal headache
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Dispatch / By Alistair MacDonald

3 kinds of 3G
CDMA2000 (Code division multiple
access 2000)

n Successor to 2nd-generation
technology called CDMA, 
developed largely in U.S.

n First used in commercial service 
in South Korea in 2000. 

n World-wide subscribers: 
438,400,000 (as of March 2008)

WCDMA (Wideband CDMA)

n  Successor to a 2G technology 
known as GSM, developed largely 
in Europe

n  First used in commercial service
in Japan in 2001. 

n  World-wide subscribers:
196,063,100 (as of end of 2007)

TD-SCDMA (Time division-
synchronous CDMA)

n  Developed by Chinese Academy 
of Telecommunications 
Technology and several Chinese 
and foreign companies

n Trials in 10 Chinese cities since 
2007, but yet to have wide 
commercial deployment. 

n  World-wide subscribers: very 
few; exact number not yet
published

Queen Elizabeth ll and Prince Philip at Royal Ascot in 2007. The cost to British
taxpayers of maintaining the royal family amounted to £40 million in fiscal 2008.

ON OTHER FRONTS
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The only 3G service China plans to
provide at the Games will be TD-SCDMA.
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P
RIVATE-EQUITY
firm Doughty
Hanson & Co.

said Friday it bought
Denmark-based Svend-
borg Brakes AS in a
deal valued at Œ460 mil-
lion ($726.4 million).

Svendborg Brakes
provides braking sys-

tems for the wind-power, mining, crane and offshore-
oil industries from 10 sales sites and four production
sites world-wide. London-based Doughty Hanson said
it expects to capitalize on the wind-energy sector,
where demand is estimated to grow at a rate of 20% to
25% a year until 2020. Between 2005 and 2006, Svend-
borg Brakes more than doubled its annual revenue, said
Jan Amethier, who heads Doughty Hanson’s private-eq-
uity activities in the Nordic region.  —Marietta Cauchi

EU Commission targets
producers in alleged cartel

Coke’s new CEO takes over in flat market
Stock price tumbles
amid slowing sales;
‘some tough times’

Doughty Hanson acquires
Svendborg of Denmark

T
HE EUROPEAN
Commission said
it sent an official

list of charges to com-
panies allegedly in-
volved in a cartel in the
calcium-carbide and
magnesium-powder in-
dustries.

Dutch chemical
maker Akzo Nobel NV said it is cooperating with the
investigation. Its Casco Carbide unit in Sweden is one
of Europe’s biggest calcium-carbide producers.

Steelmakers use the products to increase the
strength of steel and purify it, while industrial-gas com-
panies turn calcium carbide into acetylene gas, used
for cutting and welding. Companies can be fined up to
10% of their annual revenue if found guilty of price-fix-
ing and other collusive activities. —Carolyn Henson

DAILY SHARE PRICE

Coca-Cola Co.
On the New York Stock Exchange
Friday’s close: $51.84, down 2.6%
Change since E. Nevile Isdell 
was elected CEO: up 1%
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Muhtar Kent, right, to succeed Isdell as CEO as of July 1

R
YANAIR Holdings PLC
said director Sean Coyle
quit to become chief fi-

nancial officer at rival Aer Lin-
gus PLC, in which Ryanair
Holdings holds a 29% stake
after a failed takeover bid.

Aer Lingus said Mr. Coyle,
director of scheduled reve-
nue at Ryanair, Europe’s big-
gest budget airline by passen-
gers carried, would join the
company Aug. 11.

“Challenging times bring unique opportunities
and we are delighted that Sean is joining us,” Aer
Lingus Chairman John Sharman said.

Mr. Coyle, a 35-year-old accountant, worked at
KPMG before joining Ryanair in 1998.  
 —Reuters

By Betsy McKay

C OCA-COLA CO. President and
Chief Operating Officer Mu-
htar Kent is taking over as

chief executive just as the beverage
market is losing some of its fizz.

When the company announced
late last year that Mr. Kent, the
55-year-old protege of Chairman
and Chief Executive Officer E. Nev-
ille Isdell, would ascend to the top
spot on July 1, the global beverage
giant appeared to be finally shaking
off years of malaise.

But since then, Coke’s stock has
fallen 21% from an eight-year high
in January. In recent weeks, two of
Coca-Cola’s biggest bottlers in Eu-
rope and the U.S. have issued profit
warnings, clear indicators that the
deteriorating economy is cutting
into beverage sales. At least one ana-
lyst says U.S. sales have recently
slowed in Glaceau drinks, which

Coke acquired in a $4.1 billion acqui-
sition of Energy Brands Inc. last
year, a deal Mr. Kent drove.

Mr. Kent insists that the bever-
age industry is better positioned
than many other businesses to
weather economic difficulties. He
says rapid urbanization and blos-
soming of the middle class in big
emerging nations are juicing de-
mand for on-the-go beverages. So
many people are moving to urban
centers that it is like “adding a city
the size of New York to the world ev-
ery three months,” he said in a re-
cent interview.

Coke said in late May that it re-
mains confident in its “global busi-
ness outlook” for the second quar-
ter and the full year. Coke has also
said in recent months that Glaceau
sales are strong, and a Coke spokes-
man said the company is pleased
with its acquisition.

But Mr. Kent acknowledges that
he faces stronger headwinds than
were expected seven months ago.
He has indicated that as CEO he’ll
stick to the strategic plan emphasiz-
ing closer cooperation with retail-
ers, improved marketing, and ag-
gressive expansion into juice and

other drinks.
“No one knows what the world

macro scene is going to be like in the
next six to eight months,” he said.
“But my prediction is there will be
some tough times, and we’ll be best
poised to deal with them, with our
bottling partners.”

Mr. Kent says Coke can revive
soft-drink growth in the U.S. “I
don’t want to put a number on the
table in terms of how soon, but we
feel that we’re working towards it,”
he said, cautioning that growth
would still be “not high.”

Mr. Kent, the son of a Turkish dip-
lomat and who holds dual U.S.-Turk-
ish citizenship, has been a major
force in a turnaround led by Mr. Is-
dell that put the global giant back
on track after years of turmoil.

He has been gradually making
the transition into the CEO role
since December. He will retain the ti-
tle of president. Mr. Isdell, 65 years
old, will remain chairman until
April 2009. It isn’t clear whether
Mr. Kent will also assume that role
then.

Working closely together,
Messrs. Isdell and Kent found a U.S.
hit in Coca-Cola Zero, the compa-

ny’s new diet cola, and accelerated
international soft drink sales by fix-
ing ailing bottlers and troubled mar-
kets like Japan, India and the Philip-
pines. But they haven’t managed to
reverse declines in U.S. sales of car-
bonated soft drinks. Now, the weak
economy, along with negative pub-
licity about the environmental im-
pact of plastic bottles, is turning
some U.S. consumers off once fast-

growing drinks like bottled water,
juices and teas.

Coca-Cola Enterprises Inc.,
which handles Coke sales in most of
the U.S., warned in May that second-
quarter profits would slip. Coca-
Cola Hellenic Bottling Co., whose
sales territory includes Eastern Eu-
rope, earlier this month lowered its
forecasts, citing slowing sales in It-
aly, Romania, and Ukraine.

Russian resolution: Fortis taps tycoon Kerimov for funds

7
CHEMICALS

Russian investors could be the
new benefactors for Western banks
seeking cash to shore up their shaky
finances.

In a sign that banks are looking be-
yond Asian and Middle Eastern inves-
tors for help, Dutch-Belgian bank For-

tis NV is tapping Russian billionaire
Suleiman Kerimov for a Œ400 mil-
lion, or about $630 million, capital in-
jection, according to people familiar
with the matter.

The midsize European bank,
which last week surprised sharehold-
ers with plans to raise some Œ8.3 bil-
lion, has secured the money from Mr.
Kerimov’s Swiss-based investment
vehicle, Millenium Group, as part of
a Œ1.5 billion share issue, the people

said. Millenium Group already owns
about 2% of Fortis shares along with
stakes in U.S. investment bank Mor-
gan Stanley, Swiss bank Credit
Suisse Group and Deutsche Bank AG
of Germany, according to a person
close to Millenium.

Mr. Kerimov has a reputation for
being demanding of the companies
in which he invests—an approach
that could turn up the heat on Fortis
CEO Jean-Paul Votron. In an inter-
view last week, Mr. Votron said he
had the full support of the Fortis
board for the capital-raising efforts,
which he said are necessary because
of a rapidly worsening economic
outlook. A Fortis spokesman de-
clined to comment, citing share-
holder confidentiality.

Banks in the U.S. and Europe may
have little choice but to look further
afield for money in coming months.
Regulators and investors are de-

manding that financial institutions
build stronger capital cushions
against losses that are expected to in-
crease through 2009. At the same
time, Asian and Middle Eastern in-
vestors’ appetite for financial stocks
may wane as more banks turn to
them—and return to them—for help.

European banks’ recent ap-
proaches to investors have met with
varying success. Last week, U.K. bank
Barclays PLC sold stakes to investors
from Qatar, China, Japan and Sin-
gapore as part of a 4.5 billion British
pound ($8.97 billion) capital-raising
effort. Millenium also took part in a
£12 billion sale of shares to existing
shareholders by the Royal Bank of
Scotland Group PLC, investing
about Œ700 million, according to a
person familiar with the matter. An
RBS spokeswoman declined to com-
ment.

A person close to Millennium

said he agreed with other investors’
concerns over how Fortis manage-
ment has handled its share offering.
The stock plunged nearly 20% Thurs-
day after Fortis announced its capi-
tal-raising plans, which included
selling assets and withholding a
Œ1.3 billion midyear dividend.

Fortis moved quickly to prop up
its share price. Shortly before the Lon-
don market closed Thursday, Count
Maurice Lippens, a powerful Belgian
businessman and Fortis Chairman,
telephoned Allen Vine, a veteran of
Merrill Lynch & Co. who heads Millen-
nium, to ask him to join in the share
offering, according to a person famil-
iar with the conversation.

Mr. Vine, along with other inves-
tors, agreed to buy shares at Œ10
apiece. On Friday, Fortis shares rose
4.4% to Œ10.65 a share. Mr. Kerimov,
42 years old, keeps a low profile
even though he is one of Russia’s

richest men. His name did make the
news in 2006 when he was badly
burned after his Ferrari crashed in
the French Riviera town of Nice.

A person familiar with Mr. Keri-
mov’s holdings said he has about
$30 billion in equities, dominated
by large holdings in OAO Gazprom
and a stake of about 7% in OAO Sber-
bank, the national savings bank. Out-
side Russia, his main positions are
in oil, metals and mining shares,
with beaten-down financial stocks
held for diversification, this person
said. All these holdings are portfolio
investments—Millennium hasn’t
sought board seats or other manage-
ment influence, this person said.

Mr. Kerimov, a native of the im-
poverished Caucasus republic of Dag-
estan, made his fortune in the rough-
and-tumble world of Russian busi-
ness in the 1990s, with interests in fi-
nance and trading.
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Ryanair director switches
to CFO of Aer Lingus
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Ballmer considers changes at Microsoft
Chief looks to GE,
Wal-Mart for ideas
as Gates steps away

By Robert A. Guth

As Bill Gates ends three decades
in Microsoft Corp.’s top manage-
ment, Chief Executive Steve Ballmer
faces a major question: How do you
make a 100,000-employee software
giant much more agile?

There are no easy answers. But

in a memo last summer to his top
lieutenants, Mr. Ballmer drew les-
sons from two other U.S. business
icons—Wal-Mart Stores Inc.,
known for the central management
of its retail outlets, and General
Electric Co., known for businesses
that operate autonomously. His con-
clusion: Microsoft needs more ele-
ments of both.

The memo, which he called “The
CEO Evolution,” provides a window
into how Mr. Ballmer plans to lead
after Mr. Gates—his friend since col-
lege days and longtime partner—
ended full-time work at Microsoft

on Friday to focus on philanthropy.
It comes as the company faces in-
creasing pressure from fast-mov-
ing, focused rivals such as Ap-
ple Inc. in software and cellphones
and Google Inc. in Web search and
advertising.

At the center of Mr. Ballmer’s di-
lemma is ongoing tension over
whether Microsoft’s huge business
divisions should have wide freedom
to set their own course or be more
centrally planned, a strategy that
could meld expertise across the com-
pany in ways that provide an advan-
tage over rivals with narrower tech-
nology portfolios. In the memo, ac-
cording to Microsoft executives, Mr.
Ballmer cites lessons from both the
Wal-Mart and GE experiences.

“We’re not a conglomerate, but
we’re not a monolithic operating
company,” Mr. Ballmer said in a re-
cent interview. “The question is,
‘Are we always hitting the right bal-
ance?’ ”

Although Microsoft’s needs may
shift over time, Mr. Ballmer’s cur-
rent thinking is that some of its
groups need to work more closely to-
gether, with more “cohesion,” he
said. “It would be good for our
speed of innovation,” he said. “It
would be good for our customers.”

To strike a better management
balance, Mr. Ballmer is likely to ad-
just the company’s internal struc-
ture, which he has tinkered with for
years. It is too early to predict the
changes, but Mr. Ballmer is expected
to use public events in the next six
months to discuss organizational

moves and new product directions.
At a technical conference in Octo-

ber, for example, Microsoft execu-
tives are expected to give more de-
tails on a successor to the Windows
Vista operating system, called Win-
dows 7, and explain Microsoft’s
strategy for better tying together
PCs, cellphones and online services.

Negative perceptions of Vista
are one of the most pressing prob-
lems facing Mr. Ballmer. Although
money rolls in as the software ships
on new computers, many corporate
users have been slow to adopt Vista.

Mr. Ballmer has approved a new
marketing campaign for Vista that
is expected to kick in this year. Mean-
while, he is determined to avoid the
delays that plagued that product in
the development of Windows 7,
which is expected in early 2010.

One safeguard: He entrusted the
project to Steven Sinofsky, a senior
vice president with a long history of
managing big software projects. Ex-

ecutives said Windows 7’s schedule
is being managed more tightly, in-
cluding frequent meetings with Mr.
Ballmer and other top executives to
monitor progress.

Mr. Ballmer also plans to inject
more urgency into Microsoft’s mo-
bile-phone efforts. It has mainly fo-
cused so far on software for the rela-
tively small market of high-end
smartphones and email devices pur-
chasedby corporate users,againstri-
vals such as Research in Motion Ltd.

Henowispushing to moreaggres-
sively attack the consumer market
and compete with Apple’s hit iPhone.
He has tapped Vice President Roz Ho,
who once ran development of Mi-
crosoft’s software for Apple’s Macin-
tosh line, to oversee the effort.

Mr. Ballmer identifies “enter-
prise search” as another thrust. The
company is already in a high-stakes
battle for consumers on the Web
against Google, which prompted Mi-
crosoft’s now-withdrawn offer to
buy Yahoo Inc. The company sees an
opportunity to give companies bet-
ter ways to cull data stored in corpo-
rate networks, Mr. Ballmer said.

He also expects Microsoft to of-
fer more of its programs as online
services. It is now testing an online
version of its Office software, for ex-
ample, and other such offerings are
likely to follow.

One thing won’t change: Despite
the diversification, Microsoft plans
to remain, at its core, a software
company. “We will be in more areas
of software than we are in today,”
Mr. Ballmer said.

INTHE LEAD

Carol Hymowitz

Business books for the beach

T
HE LAST THING many execu-
tives want to pack as they
head for the beach or resort

this summer are hefty business
books that keep them tied to
work. Yet the only time they may
have to read anything other than
office reports is while on vacation.

Here are some books to con-
sider bringing along that address
pressing challenges yet are quick
reads.

A critical task for managers
these days is convincing their em-
ployees that they must be pre-
pared to change—again and
again—or be left behind, which is
what makes “Our Iceberg Is Melt-
ing” by John Kotter and Holger
Rathgeber worthwhile.

The book offers a fable in
which the main character, an Em-
peror Penguin named Fred, strug-
gles to persuade his fellow pen-
guins that in order to survive, they
must pull up roots and relocate.
There’s deep resistance at first,
even after Fred shares data indicat-
ing that their homes are melting.

The authors stress that the big-
gest hurdle when trying to propel
change isn’t uncovering the right
strategy but finding a way to gain
peoples’ trust, which is always a
prerequisite to altering behavior.

In the book, Fred persists, us-
ing eight principles of problem
solving, such as creating a sense
of urgency and thinking out of the
box for solutions. They are steps
that Mr. Kotter, a Harvard Busi-
ness School professor, has lectured
about for years. But here they’re
woven into an entertaining fable
that can be read in a few hours.

I
N THE “Game Changer: How
Every Leader Can Drive Every-
day Innovation,” authors A.G.

Lafley, chief executive of Procter
& Gamble, and consultant Ram
Charan emphasize that leaders
who want to keep reinventing
their businesses and beating rivals
must understand that the cus-
tomer—not the CEO—is the boss.

The authors use a tag-team ap-
proach, with Mr. Lafley taking
readers inside P&G and Mr. Charan
offering examples from his work
with DuPont, Nokia and other com-
panies. What’s most interesting is
Mr. Lafley’s account of how he
changed P&G from an inward-fo-
cused company to one where em-
ployees glean new ideas from sup-
pliers and even rivals, and spend
time living with customers in or-
der to understand their desires.

Since Mr. Lafley took charge at
P&G in 2000, profits have more
than tripled, in large part because
of new-product launches.

Executives who want to make
sure that growth and ethics go
hand in hand should consider
“High Performance with High In-
tegrity,” by Ben Heineman Jr.

Mr. Heineman, former general
counsel for General Electric, urges
companies to routinely evaluate
managers’ integrity and to adapt
global ethical standards for every-
thing from sourcing to hiring prac-
tices.

At a time when most gover-
nance experts focus on the corpo-
rate board’s responsibility for set-
ting and keeping standards, Mr.
Heineman says it is up to CEOs to
ensure honest practices.

E
XECUTIVES who want to un-
derstand economics from
the perspective of their em-

ployees, or to get some straightfor-
ward deciphering of economic jar-
gon, might consider “Crunch: Why
Do I Feel So Squeezed?” by Jared
Bernstein.

The author, an economist who
believes his discipline can and
should be understood by every-
one, poses questions such as: “If I
hire an immigrant am I hurting a
native-born worker?” “How much
can presidents really affect eco-
nomic outcomes?” “Why is produc-
tivity growth such a big deal?”

Executives who want to get
away from business books might
consider works on history, biogra-
phy and fiction. Ahead of this
year’s political conventions, “The
Making of the President 1960,” by
Theodore H. White, offers a rivet-
ing narrative history of the presi-
dential race between John F.
Kennedy and Richard M. Nixon.
Like this year’s race, it was a cliff-
hanger. Another pick for history
buffs is “Lincoln: His Speeches
and Writings” by Roy Basler, Carl
Sandburg and Roy P. Basler.

Anyone who wants to better un-
derstand the global markets
should consider works of fiction
written by authors of different cul-
tures. “Say You’re One of Them,” a
short-story collection by Ulwem
Akpan, a Nigeria-born Jesuit
priest, features children as the
main characters and brings read-
ers face to face with the poverty
and violent conflicts of five Afri-
can countries.

Email to inthelead@wsj.com.
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Bill Gates, joined by CEO Steve Ballmer,
at a farewell event Friday marking his
last day as Microsoft’s chairman.
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U.S. labor audit frustrates some big firms
Review delays plans
for foreign workers;
limits set on advice

By Nathan Koppel

Some of the biggest American
companies are expected to face de-
lays in securing green cards for
some foreign workers because of a
U.S. Labor Department audit that
has sparked anger in legal and busi-
ness circles.

The department announced ear-
lier this month that it was auditing
labor applications filed by immigra-
tion law firm Fragomen, Del Rey,
Bernsen & Loewy LLP of New York,
which the department alleged had
improperly advised some clients
seeking permanent-resident status,
or green cards, for foreign workers.

People familiar with the firm said
it has about 3,000 green-card appli-
cations pending on behalf of compa-
nies, including International Busi-
ness Machines Corp., General Elec-
tric Co. and Bank of America Corp.

The audit is expected to delay
those applications, the department
said. GE said it has 70 applications
subject to the audit.

“Our actions on behalf of our cli-
ents have at all times been lawful
and proper,” said Austin Fragomen
Jr., the firm’s chairman.

Gregory Jacob, the Labor Depart-
ment’s solicitor, said the department

routinely audits applications for
green cards “to ensure the integrity
of the program.” The audits typically
delay the applications by no more
than eight months, he said. The de-
partmenthasn’tindicatedthatFrago-
men’sclientsengagedinwrongdoing.

At issue are Labor Department
regulations that limit the extent to
which immigration lawyers can ad-
vise companies in the green-card ap-
plication process. Many companies
recruit highly skilled foreign work-
ers, especially in certain fields such
as engineering and physical sci-
ences. Foreign workers typically can

remainintheU.S.ontemporaryvisas
onlyforasmanyassixyears,prompt-
ing companies to sponsor the work-
ers for green cards, which would al-
low them to remain indefinitely.

As a condition for such green
cards, companies must first certify
that they haven’t been able to find
“minimally qualified” U.S. workers
willing to fill the jobs at issue. The La-
bor Department contends its regula-
tions limit the role lawyers can play
in advising companies whether
American workers can be deemed
minimally qualified. The department
has said the regulations safeguard

“against the use of attorneys to find
reasons not to hire U.S. workers.”

Thedepartment’s“newinterpreta-
tion of the regulations has no basis in
law and deprives the [Fragomen]
firm’s clients of their constitutional
righttocounsel,”saidAaronR.Marcu,
who represents the firm in the audit.

The Labor Department said the
firm improperly instructed some cli-
ents to contact Fragomen lawyers be-
fore hiring apparently qualified U.S.
workers. “There is no legitimate rea-
son to consult with immigration at-
torneys before hiring apparently
qualified U.S. workers,” the depart-

ment said in announcing it would au-
dit every application Fragomen law-
yers had filed for companies seeking
green cards for foreign workers.

“Wedonottellourclientswhomto
hire or not hire,” said Mr. Fragomen.

The audit, say immigration law-
yers,coulddetercompaniesfromask-
ing lawyers to help them decipher La-
bor Department rules. “Attorneys
need to be involved in [the green-
card] process,” said New York immi-
gration lawyer Philip Kleiner. “It’s
more complicated than tax work.”
 —Miriam Jordan

contributed to this article.

CORPORATE NEWS

By Shira Ovide

News Corp. is teaming up with a
big European private-equity firm to
take private its majority-owned U.K.
affiliate NDS Group PLC in a deal
worth $3.6 billion.

As part of the deal, News Corp.
will reduce its stake in NDS to 49%
from its current level of 72% equity
and 96% of the voting. The private-
equity firm leading the buyout, Per-
mira Advisers LLP, will end up as the
majority owner of NDS.

NDS provides technology for tele-
vision set-top boxes, including those
used by News Corp.’s satellite-TV
services British Sky Broadcasting
Group and SKY Italia. While the com-
pany has been doing well lately—its
operating income rose 28% in the
nine months to March 31—its owner-
ship structure had made it difficult
for News Corp. to tap the unit’s cash
without taking a substantial tax hit.
News Corp. owns Wall Street Jour-
nal publisher Dow Jones & Co.

News Corp.’s take from the deal
will be $1.7 billion in cash and debt,
the company said. Stripping out
about $696 million in cash on NDS’s
balance sheet, the purchase price
represents a premium of about 27%
to Friday’s closing price.

News Corp. said the deal repre-
sents an “attractive alternative” for
public shareholders to cash out of
an “illiquid investment at an attrac-
tive price in a very challenged fi-
nancing and economic market envi-
ronment.” A Permira spokeswoman
declined to comment.
 —Peter Lattman

contributed to this article.

News Corp. joins
Permira to take
NDS private
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F
our-day workweeks and
no more cubicles? Job-
placement consultancy

Challenger, Gray & Christmas
Inc. released a list of work-
place predictions that reflect
the evolution of technology
and rising cost of energy.

They include: the end of
business travel as rising air-
fares and pressure to be-
come environmentally re-

sponsible drive corporations to opt for teleconfer-
encing; four-day workweeks, given rising gas prices
and the availability of portable technology; saying
goodbye to corporate headquarters amid climbing
real-estate costs; and cubicles replaced by common
areas, conference tables and workspaces to promote
interaction and teamwork.  —Associated Press

T
AKING a vacation
used to mean getting
the boss’s approval

and heading out the door.
In today’s “flat organiza-
tions,” where most people
work in teams, vacation
planning has become a
large-group affair. “Can I
have this week off?”
quickly becomes, “Have

any of my co-workers asked for it first?” This is cre-
ating some time-off traffic jams. About 59% of U.S.
workers have to coordinate their vacations with co-
workers, according to a recent survey.

N
OTHING beats chit-
chatting with col-
leagues around the

watercooler. But as compa-
nies go national and global,
and employees increasingly
telecommute from home,
the conversation hub may
run the risk becoming ex-
tinct in some offices.

That’s why outsourcing
and consulting firm Accen-

ture Ltd. launched a virtual watercooler that it
hopes will serve as a model for other companies.
The online forum allows employees to upload dia-
logue, personal pictures and videos, and work-re-
lated projects. It’s accessible only from within the
company but is similar to online social networking
Web sites.  —Associated Press
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Measuring a CEO’s worth
In vetting pay, firms
weigh total wealth;
‘turning off the hose’
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Linking executive bonus
to worker-turnover data

Virtual watercooler lets
staff keep up the chatter
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By Phred Dvorak

L AST YEAR, directors of fund
manager Waddell & Reed Fi-
nancial Inc. looked at the

roughly $70 million Chief Executive
Henry Herrmann had collected in
stock, pension benefits and deferred
compensation over his 36-year ca-
reer, and deemed it “sufficient” for
retirement, according to
its proxy statement. The
board stopped extra con-
tributions to Mr. Her-
rmann’s retirement fund.

Waddell & Reed is
among a growing number
of companies scrutinizing
how much they have paid
executives over time.
Nearly 15% of Fortune 500
firms said they took such
“accumulated wealth”
into account in setting
2007 executive pay, up
from 8.4% in 2006, accord-
ing to data tracker Equilar
Inc. Part of the increase is
due to the Securities and
Exchange Commission,
which is encouraging com-
panies to disclose the role
of historical pay in their compensa-
tion decisions. Few acknowledge re-
ducing CEO pay or benefits, as Wad-
dell & Reed did.

The sums involved can be signifi-
cant. The median CEO in Equilar’s
study of 338 large companies held
$56.7 million in stock, outstanding
stock options and accumulated retire-
ment benefits. Its analysis doesn’t in-
clude gains from stock-option exer-
cises, another big source of wealth.

“Compensation committees are
all wrestling with the question of how
much is too much,” says Miles Meyer,
vice president for human resources
at Kellogg Co.

In vetting 2007 pay for CEO
David Mackay, directors of the ce-
real maker looked at his $24 million
of previously accumulated shares,
which they projected would grow to
$65 million in five years with equity

grants and increases in Kellogg’s
share price. They compared that
with potential shareholder returns
and the compensation of CEOs run-
ning similar companies with similar
performance, says Mr. Meyer. Ulti-
mately, the compensation commit-
tee didn’t adjust Mr. Mackay’s pay,
which included $3.2 million in sal-
ary and bonus and stock options val-
ued at $3.7 million.

“Intuitively, there’s some point
at which you’d say, ‘Gee, that seems
like enough wealth accumulated for
the time being,’ ” says Mr. Meyer. He
says the committee hasn’t dis-
cussed where that point might be.

Some proponents view accumu-
lated-wealth analyses as a way to
curb executive pay and forestall blow-
ups, like the 2003 outcry over former
New York Stock Exchange CEO Dick
Grasso’s $187 million retirement
package. Many of the exchange’s then-
directors said they didn’t realize how
big Mr. Grasso’s total payout was.

When directors realize how
much they have given executives,
there are “eye-opening, ‘Holy Cow’
moments,” says Jesse Brill, a San
Francisco lawyer who advocates
“turning off the hose” for some
CEOs. Others, including pay consult-
ants Deloitte & Touche LLP and
proxy adviser RiskMetrics Group
Inc., recommend that boards use
wealth analyses to compare pay with
performance over the long term.

Once executives accumulate a sig-
nificant amount of equity, “you can

ask very legitimately, ‘Why should
you pile more of that on top?’ ” says
Thomas Theobald, chairman of the
compensation committee at real-es-
tate firm Jones Lang LaSalle. The
company says in its proxy that it ad-
justed 2007 equity grants for execu-
tives to reflect “previous wealth accu-
mulation,” but Mr. Theobald declines
to discuss specifics.

Most companies approach the
topic gingerly. Many—like General
Motors Corp.—say they look at past
and potential pay when setting com-
pensation, but that it isn’t a big factor
in decisions. Others, such as Petro-
leum Development Corp., say they

won’t “punish” a well-
paid executive by reduc-
ing current awards. Auto
insurer Progressive Corp.
says it awards equity
based on performance, so
capping awards could
make pay uncompetitive.

Many companies take
a nuanced view of how
much is enough. Directors
at Waddell & Reed gener-
ally don’t believe in reduc-
ing awards just because
executives have earned a
lot in the past, says com-
pensation-committee
chairman Ronald Reimer.
But he says the commit-
tee has reduced Mr. Her-
rmann’s equity grants
and boosted cash since

2006, because the CEO will soon re-
tire and owns plenty of stock already.

Many CEOs aren’t happy with the
idea of capping pay. Aflac Inc. Chief
Executive Daniel P. Amos, who holds
9.9 million shares valued at about
$624 million, says he views equity
awards as a way to keep score of his
performance and that he would be
less motivated if his pay was cut be-
low that of other CEOs.

But Richard Brooks, CEO of ap-
parel maker Zumiez Inc., says his 3.7
million shares—valued at about $64
million—are adequate incentive. Mr.
Brooks hasn’t received stock options
or equity since 1993, and when other
executives accumulate sufficient eq-
uity they won’t either, he says.

“At some point [getting more
stock] doesn’t change behavior,”
says Mr. Brooks. “So how is it going
to change performance?”

7
WORKPLACE
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Wrangling vacation time
from your colleagues

Should bosses take more responsibility to make sure
employees get the time off they need? WSJ.com
subscribers can weigh in, at WSJ.com/TheJuggle.

By Cari Tuna

A small but growing number of
companies are grading—and paying—
top managers on their ability to
hang on to employees.

Car retailer Penske Automotive
Group Inc. tied 8% of Chief Executive
Roger Penske’s 2007 bonus to hold-
ingemployeeturnover below31%, ac-
cording to a March proxy statement.
Mr. Penske earned his $240,000 re-
ward. The company, which owns 300
dealerships world-wide, posted
30.8% attrition in 2007, down from
31.2% a year earlier and over 80% in
1999 when Penske Corp. acquired a
controlling stake.

Other companies that recently
factored employee retention into ex-
ecutive-pay plans include Pep Boys
and Extreme Networks Inc.

A study by management consul-
tancy Hay Group suggests that the
practice is gaining popularity. In the
2007 survey of 182 organizations,
8.2% of respondents said they use
turnover as a performance measure
in executive-incentive plans, more
than three times the 2.3% who re-
sponded similarly in 2005.

“It is a recognition, on the one
hand, of people as a driver of busi-
ness success,” says Hay Group con-
sultantMark Royal.“It also reflects a
recognition that turnover is costly.”

Recruiting and training a replace-
ment employee can cost the equiva-
lent of six to 18 months pay, he says.
Moreover, attrition can hamper cus-
tomer service, product develop-
ment and employee morale.

Experts say a strong retention
record can be an advantage for em-
ployers competing for skilled work-
ers, and in “revolving door” indus-
tries such as retail, technology and
nursing.

The attention to turnover is part
of a broader trend of employers fo-
cusing on talent management, as
well as financial metrics, in evaluat-
ing company leaders.

In the 2007 Hay Group survey,
55% of respondents said they incor-
porate “employee performance” cri-
teria into executive-bonus plans,
more than double the 23% who said
so in 2005. Such criteria included

turnover, workplace diversity and
employee satisfaction.

Other companies hold middle
managers accountable for turnover,
reasoning that frontline attrition is
beyond the control of top execu-
tives. ExlService Holdings Inc. ties
up to 30% of lower managers’ com-
pensation to specific targets for em-
ployee turnover. But executives at
the New York outsourcing company
are judged on its financial perform-
ance and a wider set of employee-
based goals, including retention.

Numerical attrition targets
make less sense for executives, says
ExlService investor relations direc-
tor Jarrod Yahes. “People come and
go within organizations, but people
stay for their managers,” he says. Ex-
lService says attrition has fallen in
recent years, even as its work force
has grown.

Pep Boys links 10% of three execu-
tives’ bonuses to turnover of middle
managers. Troy Fee, senior vice
president of human resources, says
retaining middle managers leads to
better team-building, less frontline
attrition and more consistent cus-
tomer service.

Ira Kay, director of compensation
consultingatWatsonWyatt,sayscom-
panies should distinguish between
voluntary and involuntary turnover.
“You don’t pay more to have your bad
employees stay,” says Mr. Kay.

For instance, technology vendor
Extreme Networks based 15% to 20%
of several top executives’ bonuses
on “undesirable attrition” during
the 2007 fiscal year. The former se-
nior vice president of sales had half
of his potential $50,000 bonus
riding on unwanted turnover of
sales personnel. Extreme Networks
declined to comment.

Penske Automotive doesn’t dis-
tinguish between voluntary and in-
voluntary turnover in grading execu-
tives. Senior Vice President Tony
Pordon says the company cares
about the “total cumulative effect”
of turnover among its nearly 16,000
employees. Turnover is crucial for
customer satisfaction, he says.

At lower levels, the auto dealer
evaluates branch managers on a
broad customer-satisfaction index,
rather than attrition.
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Technology, energy costs
may alter the office, jobs
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ABC Learning hints at sale
of its entire U.K. operations

Managing

By Amol Sharma

Several tech-industry heavy-
weights are banding together to de-
fend themselves against patent-in-
fringement lawsuits. Their plan: to
buy up key intellectual property be-
fore it falls into the hands of parties
that could use it against them, say
people familiar with the matter.

Verizon Communications Inc.,
Google Inc., Cisco Systems Inc.,
Telefon AB L.M. Ericsson and
Hewlett-Packard Co. are among the
companies that have joined a group
calling itself the Allied Security
Trust, these people say.

One high-profile case that sent
shivers through the tech industry
was BlackBerry maker Research in
Motion Ltd.’s $612.5 million settle-
ment in 2006 with a small Virginia
company, NTP Inc., which held pat-
ents related to wireless email deliv-

ery but had never produced a mo-
bile-email device.

Also troubling for tech firms, a
number of companies have
emerged in recent years with a busi-
ness model based on acquiring intel-
lectual property and using it as le-
verage to extract royalties from op-
erating companies. These compa-
nies, which critics call “patent
trolls,” look for patents that come
on the market from companies go-
ing out of business, universities and
individual inventors.

The Coalition for Patent Fair-
ness, a group of technology and fi-
nancial-services companies that
has lobbied for patent legislation in
Washington, says the number of
patent-related lawsuits rose to
nearly 2,500 through October of
last year from 921 in 1990. The
“trolls” aren’t the only ones suing.
Many companies, including Qual-
comm Inc. and Rambus Inc., have
been aggressive about enforcing
their patents on their rivals.

The new Allied Security Trust
aims to purchase patents that
might otherwise be used to bring
what they consider frivolous in-
fringement claims against them.
Companies will pay roughly
$250,000 to join the group and will
each put about $5 million into es-
crow with the organization, to go to-
ward future patent purchases, the
people familiar with the initiative
said.

Tech companies have tried vari-
ous maneuvers to protect them-
selves, including investing in Intel-
lectual Ventures LLC, a patent-hold-
ing firm founded by former Mi-

crosoft Corp. executive Nathan My-
hrvold. The companies provide
money to help Mr. Myhrvold pur-
chase patents, and he in turn grants
them a license to his portfolio. But
some in the tech industry fear that
Mr. Myhrvold’s venture, which has
aggregated thousands of patents in
areas such as networking and soft-
ware, may itself become an aggres-
sive patent enforcer down the road.
Myhrvold has said litigation isn’t
part of his venture’s strategy, but
hasn’t ruled it out.

To head off such concerns, com-
panies in the new group will sell the
patents they acquire after they have
granted themselves a nonexclusive
license to the underlying technol-
ogy. “It will never be an enforce-
ment vehicle,” said the group’s
chief executive Brian Hinman, a
former vice president of intellec-
tual property and licensing at Inter-
national Business Machines Corp.
“It isn’t the intent of the companies
to make money on the transac-
tions.” He declined to confirm who
the group’s member companies are.

Ron Epstein, chief executive of
patent brokerage IPotential LLC,
says companies that aggregate intel-
lectual property are a boon to indi-
vidual inventors who otherwise
struggle to make money from their
work. Mr. Epstein, formerly direc-
tor of licensing at Intel Corp., said
any company should be free to en-
force its patent rights, regardless of
whether it produces any products
or services. “That seems to me a dis-
tinction without a difference,” he
said.

—Don Clark
contributed to this article.

Tech firms ally to fight patent suits

Sony Ericsson’s warning
Profit, margin hit
by slowing demand,
delayed shipments

By Tom Wright

NEW DELHI—The grand U.S. ambi-
tions of Indian wind-turbine manufac-
turer Suzlon Energy Ltd. are facing
mounting problems.

The Indian company, the world’s
fifth-largest wind-turbine maker by
sales, acknowledged earlier this year
that 65 giant blades on turbines it had
sold in the U.S. Midwest were crack-
ing because of the extreme gusts in
the region. The company is reinforc-
ing 1,251 blades, almost the total it
has sold in the U.S.

Now, other problems are emerg-
ing, in part because the com-
pany quickly ramped up U.S.
sales to meet burgeoning de-
mand for alternative energy.

Suzlon turbines at wind-
farm projects managed by
Deere & Co., one of its larg-
est U.S. customers, with 250
Suzlon turbines, aren’t pro-
ducing enough power to
meet Suzlon’s sales con-
tracts, according to people
familiar with the matter.
Like other turbine produc-
ers, Suzlon promises its customers
that turbines will be available to pro-
duce power at least 95% of the time
the wind is blowing, with only limited
downtime for maintenance and re-
pairs. But in some cases the so-called
availability rate has been signifi-
cantly lower, potentially exposing the
company to penalties, these people
said.

Some turbines have failed to pro-
duce enough power because of incom-
patibility with the U.S. electricity
grid. The power grid in India, where
Suzlon has most of its operations,
runs on a power frequency of 50
hertz, or cycles per second. U.S. elec-
tricity grids run on 60 hertz. Suzlon
quickly converted turbines to work in
the U.S. without extensive testing,
these people said.

In written answers to questions,
Suzlon said it has a 60-hertz version
of its main turbine that is suitable for

the U.S. grid. It declined to comment
further.

Other Suzlon turbines have bro-
ken down because of cold weather in
the Midwest, said one person familiar
with the matter. Suzlon engineers
had to install heaters for the control
panels, which sit just behind the
blades atop the windmill’s 80-meter
tower. Those heaters caused electri-
cal problems, the person said.

Suzlon, based in Pune, India, said
it was committed to fixing the trou-
bles it has encountered in the U.S. “In
the initial stages of entry in a new
market, it is common to have some

teething problems and we
are fully geared to take care
of these,” the company said.
To date, Suzlon has dis-
closed only the problems
with the turbine blades,
which it is spending $30 mil-
lion to fix. A spokesman for
Deere declined to comment.

Suzlon shot into the top
ranks of global wind-tur-
bine manufacturers in less
than a decade. Founder
Tulsi Tanti saw an opportu-

nity to license European technology
and manufacture it at cheaper rates
in India. Suzlon’s international expan-
sion has tapped into the soaring glo-
bal demand for green energy, which
in many countries, including the U.S.,
is promoted through tax breaks.

Three years ago, 90% of Suzlon’s
sales were in India; today, interna-
tional sales account for 60%. Suzlon’s
presentations to investors predict ex-
ports will jump to 75% of total sales
next year, with the U.S., China and Eu-
rope accounting for an equal share.
Since it began its push into the U.S. in
2005, Suzlon has secured an 8% share
of the U.S. wind market, the world’s
fastest growing.

Mr. Tanti has been able to exploit
a shortage of turbines from more-es-
tablished manufacturers like Den-
mark’s Vestas AS, the world’s largest
wind-turbine producer, and General
Electric Co.

Suzlon faces obstacles
to its U.S. ambitions
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By Ian Edmondson

And Adrian Kerr

STOCKHOLM—Sony Ericsson
Mobile Communications AB issued
another profit warning Friday, say-
ing second-quarter sales and profit
would be hit by slowing demand and
a delay in shipping new products.

The profit warning is the second
in as many quarters as the mobile-
phone maker continues to be hit
hard by a weakening economy in
Western Europe, hurting demand
for the mid- to high-end handsets it
specializes in. In contrast, rival
Nokia Corp. has a much broader
portfolio of devices in the low and
midtier segments, as well as higher
sales in emerging markets.

The announcement signals a dif-
ficult start for Sony Ericsson’s presi-
dent, Hideki Komiyama, who took
over from Miles Flint late last year.
Mr. Komiyama has said Sony Erics-
son, which focuses on high-value
music and camera phones, plans to
expand its sales networks and take
other steps to boost sales in Europe
and emerging markets. Sony Erics-
son issued a profit warning in
March, citing slower growth in
Western European markets.

The company, a joint venture be-
tween Sweden’s Telefon AB L.M.
Ericsson and Japan’s Sony Corp.,
said it plans to ship about 24 million
phones during the second quarter

with an estimated average selling
price of Œ115 ($181), for a possible
Œ2.76 billion in sales.

In the first quarter, Sony Erics-
son shipped 22.3 million units with
an average selling price of Œ121, and
reported revenue of Œ2.7 billion.

Gross margin is expected to de-
cline both from a year earlier and
from the first quarter, and pretax
profit is estimated to be about break-
even, the company said.

Aldo Liguori, vice president of
communications, said a number of
new products expected for release
during the second quarter “started
shipping later than we had origi-
nally planned,” without elaborat-
ing. He said further details would be
provided with second-quarter re-
sults July 18.

Mr. Liguori said the company
continues to invest in research and
development in high-end products.
He said the first product in the com-

pany’s new sub-brand, the Experia
X1 slider phone, will ship in the
fourth quarter.

Despite a growing global cell-
phone market, research firm Gart-
ner said Western European mobile-
phone sales fell 16% in the first quar-
ter from a year earlier, the first drop
in the region since Gartner began
tracking device sales in 2001.

With its reliance on Western Eu-
rope, Sony Ericsson slipped to fifth-
largest mobile-phone maker in
terms of units shipped in the first
quarter behind Nokia, Motorola
Inc., Samsung Electronics Co. and
LG Electronics Inc., according to
Gartner.

Market leader Nokia increased
its share to 39% in the first quarter
from 38% in the fourth quarter;
Sony Ericsson saw its market share
drop to 7.5% from 9% in the fourth
quarter.

Nomura analyst Richard Wind-
sor said investors had expected
Sony Ericsson to recover in the sec-
ond half of the year despite chal-
lenges from its high exposure to the
weak Western European market
and competition from Korean peers
such as Samsung and LG.

Still, it may no longer be just Eu-
ropean markets that are the prob-
lem. “In the past few weeks we’ve
been having more negative reports
from emerging markets,” where
growth may not be as strong as an-
ticipated, said Gartner research di-
rector Carolina Milanesi.

Ericsson shares fell five Swedish
kronor (84 cents), or 7.6%, to 60.80
kronor in Stockholm. Nokia fell 73
European cents, or 4.5%, to Œ15.38
in Helsinki trading.

Tulsi Tanti

CORPORATE NEWS

Source: Gartner Inc.
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By Susan Murdoch

MELBOURNE, Australia—Child-
care operator ABC Learning Cen-
tres Ltd. said Friday it may sell all of
its operations in the U.K., expanding
on the current sale of its U.K. vouch-
ers business.

Investors are likely to welcome
plans to sell the U.K. operations,
which could allow ABC to further
pay down debt and focus on lifting
the performance of its Australian
and New Zealand business.

Shares in ABC were at 1.15 Austra-
lian dollars (US$1.10), up 12 Austra-
lian cents, or nearly 12%, on the Aus-
tralian Stock Exchange, extending a
rally in the stock from Wednesday.

“The company is now considering
selling the U.K. nurseries business
with the vouchers business and the
U.K. property assets in a single trans-
action,” ABC said in a statement. “A
number of highly conditional indica-
tive proposals for the entire U.K. busi-
ness have been received.”

The announcement follows media
reports this past week that six bids
have emerged from rival child-care

centers and private-equity firms for
the whole U.K. operation or the two
parts of the operation separately.

ABC acquired the U.K.-based
Busy Bees business in December
2006 for £71 million ($141.6 mil-
lion), including 33 centers and a
voucher business, which allows par-
ents to pay child-care fees from
their pretax income. ABC spent an-
other £31.2 million in August 2007
to buy Leapfrog Nurseries, which
runs a further 88 centers.

The company had previously
given guidance of a A$100 million
gain on the sale of the vouchers busi-
ness, with a transaction expected to
be completed in the first half of the
financial year to June 30, 2009.

“If the company concludes a sale
for the entire U.K. business, the
profit would be lower as the sale
would crystallize into cash the previ-
ously recognized A$51.1 million dis-
count on the acquisition of the Leap-
frog Nurseries business,” it said.

ABC, one of Australia’s most
high-profile casualties of the global
credit squeeze, Wednesday said it
had completed the sale of a 60%
stake in its U.S. business.
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Sports success revives patriotism in Russia
Public’s enthusiasm
comes as the Kremlin
seeks to instill pride

7 7

Diabetes drugs may face tougher rules in U.S.

By Andrew Osborn

Moscow

R
USSIA’S most frenzied
outpouring of sports-re-
lated patriotic fervor
since the Soviet collapse
was abruptly cut short in

the early hours of Friday morning af-
ter Spain knocked the country out of
the European football champion-
ships. But the largely spontaneous
public enthusiasm for the team’s
success highlights growing patri-
otic feeling among ordinary Rus-
sians, an emotion that hasn’t been
so publicly aired for decades.

Hundreds of thousands of Rus-
sians took to the streets to celebrate
as their team won a pair of surprise
victories. Half a million people
thronged Moscow after Russia beat
Holland, honking their car horns,
waving flags and chanting
“Rossiya!” (Russia). In Siberia,
some 10,000 people packed into one
town square in the middle of the
night to watch Spain end their
team’s winning streak.

The country hadn’t seen so many
people take to the streets in such an

emotional mood since Yuri Gagarin
became the first man in space in
1961 and since Soviet hard-liners at-
tempted to overthrow Mikhail Gor-
bachev in 1991, the Komsomolskaya
Pravda newspaper wrote. “It has
given people a new understanding
of our own possibilities.”

Though football elicits mass

demonstrations and hysteria across
Europe, such an outpouring is un-
usual here. Patriotism was a corner-
stone of the Soviet Union, but when
the Communist state ceased to exist
and a newly independent Russia
lurched from crisis to crisis, Rus-
sians weren’t sure what there was
to be patriotic about. For years, the

Russian national anthem was word-
less.

But as Russia’s oil-fired economy
has rebounded in recent years, the
Kremlin has sought to rekindle a
sense of pride by offering a new
identity that draws on the country’s
Czarist and Soviet history. It has
also instituted new patriotic holi-
days, reinstated the once-discarded
Soviet national anthem (with differ-
ent words), brought back showy mil-
itary parades and pursued a more as-
sertive foreign policy.

After years of national self-
doubt, the drive has found fertile
ground among millions of Russians.
A string of international sports suc-
cesses have helped crystallize pub-
lic emotion.

“We haven’t won for a long
time,” said Denis Volkov, an expert
at the Levada polling center in Mos-
cow.

One flag maker, Biar, said its
sales had quadrupled month on
month to about 100,000 items. A
spokeswoman said it had never
seen a sales surge of that magnitude
before. Levada’s Mr. Volkov said
that while it lasted, the success had
engendered mixed feelings. The
tournament helped people feel like
they were part of Europe, he said,
while stirring more chauvinistic So-
viet-era feelings, too.

“The old stereotype is that it’s
not just a victory,” he said. “But that

we showed the West.”
President Dmitry Medvedev has

tried to cast a recent string of sport-
ing successes as evidence that the
country is enjoying an economic
and social revival thanks to his pre-
decessor, Vladimir Putin, now
prime minister. This year, Russia
has won the world ice-hockey cham-
pionships, a Russian triumphed in
the Eurovision song contest, a Rus-
sian club won the prestigious UEFA
football trophy and the national
football team got further, in greater
style, in Euro 2008 than anyone pre-
dicted. After the hockey win, Mr.
Medvedev joined the dots. “The
president emphasized that the victo-
ries achieved by us in football,
hockey and other types of sports
were made possible by the country’s
recent successful development,” a
spokesperson told Russia’s Interfax
news agency.

Part of Russia’s football revival
appears to stem from its energy-
fueled wealth. OAO Gazprom owns
one of its most-successful teams,
while billionaire Roman Abramov-
ich has spent heavily on developing
the national football team. That
money has bought foreign exper-
tise. Guus Hiddink, Russia’s man-
ager, is Dutch, a fact that hasn’t ex-
cluded him from the patriotic up-
swing. Russian media have reported
grateful citizens naming children
and zoo animals after him.

By Jared A. Favole

And Alicia Mundy

WASHINGTON—The U.S. Food
and Drug Administration is consid-
ering tougher standards for new
and current diabetes drugs, raising
concern in the pharmaceutical in-
dustry that the agency may ulti-
mately raise the time and cost
needed to approve of a wide array of
new drugs.

The FDA is weighing whether to
insist that new diabetes drugs have
a positive impact on cardiovascular
disease and life span, which are
more difficult to measure than cur-
rent benchmarks such as lower
blood sugar.

A shift away from current re-
search benchmarks, known as surro-
gate endpoints, might change the en-
tire framework of drug approval be-
cause research on most medicines—
from anemia to cancer drugs—re-
lies on such interim measures.

About one in 12 Americans now
has diabetes, according to the Cen-
ters for Disease Control and Preven-
tion. Many other drugs under devel-
opment also may be affected by
more costly testing standards.

A decision on the use of surrogate
endpoints could affect companies
such as GlaxoSmithKline PLC and
Takeda Pharmaceutical Co., which
had $4.4 billion and $2.9 billion in dia-
betes-drug sales in 2007, respec-

tively, according to IMS Health, an in-
formation consulting firm.

The FDA will consider whether
makers of diabetes drugs cur-
rently on the market, including
Glaxo and Takeda, should conduct
additional studies on whether
there are long-term cardiac risks
with their products.

The issue of what benchmarks
the FDA should use to approve diabe-
tes drugs will be the topic of a spe-
cial two-day meeting of FDA offi-
cials and outside medical experts
set to start Tuesday. A company
now only needs to prove that a drug
regulates blood-sugar levels.

The FDA panel will discuss
whether the agency should require ad-
ditional, more rigorous benchmarks,
such as proof a drug ultimately low-
ers risks for cardiovascular disease,
the leading killer of diabetics.

Two new major studies indicate
that aggressively lowering blood-
sugar levels doesn’t reduce diabe-
tes patients’ chances of having
heart attacks.

The pharmaceutical industry
has expressed concern that stricter
long-term clinical tests could deter
companies from investing in new di-
abetes drugs.

“If you start putting a greater em-
phasis on doing [testing] premar-
ket, you greatly increase the cost of
clinical trials, which may lead com-
panies to rethink developing new

drugs in this area,” said Alan Gold-
hammer, deputy vice president at
Pharmaceutical Research and Manu-
facturers of America.

The meetings, which may pro-
duce heated debate, were prompted
in part by controversies about re-
search on cholesterol-lowering
drug Vytorin and Avandia, a diabe-
tes drug.

In approving the drugs, the FDA
relied on surrogate end points
that, in the case of Glaxo’s Avan-
dia, showed the drug helped regu-
late blood-sugar levels in patients
with Type 2 diabetes, in which
blood sugar is too high. But a study
last year suggested that Avandia
patients’ life span didn’t improve,
because their risk for heart attack
increased.

No drug that regulates sugar lev-
els has yet shown beneficial cardiac
effects in Type 2 diabetics, the FDA
said in briefing documents posted
on its Web site.

In its briefing documents, the
FDA said an unidentified company
had halted clinical development of
a drug because the agency had
asked it to perform a study on car-
diovascular side effects associated
with its drug.

“Some may conclude that estab-
lishing this hurdle of long, costly tri-
als for drugs that have no sugges-
tion of cardiotoxicity will stifle drug
development for Type 2 diabetes,”

the FDA said. The majority of the 24
million Americans with diabetes suf-
fer from Type 2, which is associated
with increasing obesity rates.

Scheduled speakers at the meet-
ings next week include several doc-
tors who have questioned the valid-
ity of surrogate end points. One, car-
diologist Steven Nissen of the Cleve-
land Clinic, wrote a 2007 study in
the New England Journal of Medi-
cine linking Avandia to a 43% higher
risk of heart attack.

Glaxo has said its own analyses
don’t indicate a link between Avan-
dia and an increased death risk from
cardiovascular disease.

“If you find a diabetes drug in-
creases the risk of heart attacks, the
consequences are so grave that it
warrants urgent action,” Dr. Nissen
has said. His study prompted Sen.
Charles Grassley (R., Iowa) to inves-
tigate Avandia.

The American Diabetes Associa-
tion, a patient advocacy group,
hasn’t taken a position on the use of
surrogate benchmarks.

ADA Vice President Sue Kirkman
said in a statement: “We don’t want
it to become nearly impossible to
bring effective new drugs to mar-
ket, which requiring long-term pre-
marketing [cardiovascular] studies
might do.”

An industry analyst said drug
companies are unlikely to back
away from the lucrative diabetes-

drug market.
“All you have to do is read about

the number of overweight people
and those with Type 2 diabetes to
know this is a potential gold mine
for industry. Who’s abandoning this
area?” said the analyst, Ira Loss of
Washington Analysis.

Doctors agree that while more
rigorous FDA standards may ham-
per new drug development, they
will help patients in the long run.

Clifford Rosen, a vocal critic of
surrogate benchmarks who is
scheduled to be on the FDA panel
next week, said that there are
enough drugs on the market that
regulate sugar levels and that it
isn’t clear new diabetes drugs are
“that much better.”

Giving the crown
a royal headache
Energy costs, travel expenses
pressure budget > Page 30

In Moscow, fans cheered the Russian football team, which later lost to Spain.

Treatment options
The majority of diabetes patients 
are treated with oral medications.

Source: U.S. Centers for Disease Control
and Prevention
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Companies measure a CEO’s
(net) worth when vetting pay
How boards take stock of accumulated wealth,
wrestle with ‘turning off the hose’ > Page 28
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Anheuser maps strategy
Cost cuts, buyback
of stock are unlikely
to deter rival InBev

By David Kesmodel

And Matthew Karnitschnig

Anheuser-Busch Cos., trumpeting
a new business plan after rebuffing an
unsolicited takeover bid by rival In-
Bev NV, said Friday it planned to slash
about 1,000 jobs, raise beer prices and
buy back more of its shares.

The St. Louis brewer’s strategy,
laidoutinaconferencecallwithinves-
tors, included $500 million in new
cost savings, and higher earnings tar-
gets. But the plan is unlikely to deter
InBev, which has hinted it might turn
hostile and take its $46.35 billion bid
for the dominant U.S. brewer directly
to Anheuser’s shareholders.

Anheuser executives said they in-
tend to cut $1 billion in costs by
2010. They said that the cost-cut-
ting plan exceeds a previous pro-
gram to trim costs by about $500
million over four years, and that the
new effort was in the works before
InBev made its bid on June 11.

The U.S. brewer reiterated its
view that InBev’s $65-a-share cash
offer “substantially” undervalued
the brewer, but indicated it would
be open to considering higher of-
fers. People close to the company
said it would entertain an offer in
the $70-a-share range.

Anheuser estimates that the mea-

sures it is undertaking to improve
earnings would result in a share
price of $62, or a few dollars below
InBev’s $65 offer. Anheuser stock,
which has been boosted by InBev’s
offer, closed on Friday at $62.26, up
91 cents, in 4 p.m. New York Stock Ex-
change composite trading.

“There’s nothing they are offering
that we can’t do ourselves,” said one
person close to Anheuser. “They’re
trying to push people into a corner.”

Whileinvestorsgenerally
welcomed Anheuser’s plan,
some questioned whether it
would substantially boost
the company’s shares, given
the recent sharp declines in
the overall market.

The two sides have fun-
damentally different views
of how Anheuser should be
valued.

InBev prefers a calcula-
tion that doesn’t include
Anheuser’s 50% stake in
Mexican brewer Grupo Modelo SA
or its 27% stake in Chinese brewer
Tsingtao. By that method, InBev’s
offer values Anheuser at 12 times
2007 earnings before interest,
taxes, depreciation and amortiza-
tion. InBev argues that its bid for An-
heuser values the brewer above
other recent beer industry transac-
tions that, by its calculation, have
been in the 11-12 times Ebitda range.

Anheuser prefers to reflect the
value of both Modelo and Tsingtao,
however. Including those holdings, it
says InBev’s offer is only worth 11.5
times Anheuser’s 2007 Ebitda.

What’s more, it puts the value of
otherrecent beerdeals, including the
purchase of Scottish & Newcastle
PLC by Heineken NV and Carlsberg
AS in the 13-14 times Ebitda range.

Aspartofitsnewcost-cuttingplan,
Anheuser said it would offer an early-
retirementprograminthisyear’sthird
quarter that, combined with attrition,
would pare its salaried work force of
about 8,600 people by 10% to 15%.

The brewer said beer sales this
summer have exceeded ex-
pectations. It said the cost
cuts and planned price in-
creases would help raise its
revenue per barrel and its
earnings. Its earnings fore-
cast is $3.13 a share for 2008
and $3.90 a share for 2009.
Bothestimatesareabovean-
alysts’ projections.

“I have absolute confi-
dence in the team,” An-
heuser Chief Executive Au-
gust Busch IV said in an in-

terview.“We have been workingseri-
ously on this for a long time.”

He said Anheuser’s plan to drive
shareholder value was superior to In-
Bev’s because “we know where the
costs are.”

The brewer said it had decided
against selling its theme-park and
packaging businesses.

“I didn’t expect much meat on
the bones, but they gave a very com-
pelling presentation,” said Dan
Poole, an analyst with National City
Corp.’s private-client group in Cleve-
land, which manages $33 billion, in-
cluding Anheuser shares.

By Mike Esterl

Siemens AG plans to slash 17,200
jobs world-wide—or about 4% of
the German engineering company’s
work force—in a broad cost-cutting
drive amid tougher global economic
conditions, according to a person fa-
miliar with the matter.

The downsizing, aimed primarily
at white-collar employees, coincides
with Chief Executive Peter
Löscher’s first anniversary
at the helm of the conglom-
erate, which makes prod-
ucts ranging from trains to
light bulbs. Mr. Löscher has
promised to cut selling and
administrative costs by
Œ1.2 billion ($1.89 billion),
or roughly a tenth, by 2010
to boost profit margins.

Siemens has focused on
shedding blue-collar jobs.
Mr. Löscher is taking steps to
thin out management ranks after col-
lapsing the company into three divi-
sions and combining 70 regional ad-
ministrations into 20. Munich-based
Siemens is active in 190 countries.

Germany will be particularly hard
hit by the restructuring, with 6,400
jobs earmarked for elimination, ac-
cording to a person briefed on the
plans.Theremainderofthecutswillbe
dividedbetweentherestofEuropeand
other parts of the world. Siemens em-
ployed 435,000 workers at the end of
March, including 136,000 in Germany.

In a letter to employees Friday,
Mr. Löscher said a “significant” part
of the Œ1.2 billion in cost savings
will come from trimming external
consulting expenses and informa-

tion-technology costs. He added
that “a further substantial contribu-
tion” will be derived from streamlin-
ing administrative functions.

“This is all the more important
right now because the risks for the
world economy have substantially in-
creased,”wroteMr.Löscher.“Wemust
assume that we, too,will feel theeffect
of these risks in the coming months.”

Siemens issued a profit warning
in March because of
project delays, rising costs
and canceled orders. It said
in April that it expected rev-
enue in the fiscal year end-
ing Sept. 30, to grow twice
as fast as the global econ-
omy and that operating
profit would match that of
the previous year, but
didn’t rule out more re-
structuring costs.

Mr. Löscher hopes to
avoid forced layoffs, and af-

fectedemployeeswillbeofferedfinan-
cial incentives, said a person familiar
withthematter.Theplansaretobede-
tailed at a July 7 meeting with worker
representatives, and negotiations
should begin shortly afterward, the
person added. Siemens said in Febru-
ary it would reduce the work force at
one of its telecommunications-equip-
ment units by 6,800. It is in talks with
potential partners and buyers to di-
vesttheunprofitableunitas itfocuses
on energy, health care and industrial
infrastructure. The 17,200 planned
cuts are in addition to the reductions
at the telecom-equipment unit.

Revenue rose 1% to Œ18.09 billion
in the quarter ended March 31 from
a year earlier.

Siemens plans to slash
17,200 jobs world-wide

August Busch IV
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Peter Löscher

Pernod Ricard SA

Antitrust review is extended
for planned Vin & Sprit deal

The European Commission ex-
tended by 10 working days its anti-
trust probe into French wine-and-
spirits company Pernod Ricard SA’s
plan to buy Swedish alcohol pro-
ducer Vin & Sprit AB, the maker of
Absolut vodka. The extension comes
after Pernod made certain commit-
ments to clear competition hurdles.
The commission, the European
Union’s executive arm, didn’t spec-
ify what the company offered, but
commitments often include asset
sales to address market concentra-
tions deemed to be too high. The
new deadline for the commission to
rule on the deal is July 17. The deal,
valued at about $9.24 billion, ex-
cludes V&S’s 10% stake in Beam Glo-
bal Spirits & Wine Inc. and Absolut’s
U.S. distributor, which will be sold to
Fortune Brands Inc.

Volkswagen AG

Hail the size of table-tennis balls
damaged some 30,000 new vehicles
at a Volkswagen plant in Germany, a
company spokesman said. The hail-
storm on June 22 hit a lot filled with
new cars at a plant in Emden, on the
North Sea coast. The cars were wait-
ing to be shipped overseas. Most of
the vehicles sustained heavy paint
and body damage, but little glass
was broken, Volkswagen AG spokes-
man Christoph Adomat said. “We
can’t make a damage estimate yet,”
he said. Volkswagen was insured
against the damage, and each vehi-
cle will be repaired and inspected be-
fore being put up for sale, Mr.
Adomat said.

—Compiled from staff
and wire service reports.

Pearson PLC

U.K.-based Pearson PLC, which
publishes U.S. educational materi-
als, the Financial Times newspaper
and Penguin books, posted sales and
profit figures for 2007 to reflect a
new, geographical way of reporting
results. The company republished
last year’s figures in order to pro-
vide investors with comparative
numbers for first-half 2008 results
due July 28. The breakdown reflects
a new management structure the
company announced in April. Pear-
son said 2007 sales totaled £1.67 bil-
lion (US$3.33 billion) at its North
American education division, £735
million at its international educa-
tion division and £226 million at its
professional division.

Tesco PLC

The U.K.’s biggest retailer,
Tesco PLC, said it is confident of
sustaining strong growth, just
over two weeks after warning that
sales growth of nonfood items was
slowing as shoppers become more
cautious about spending. On June
10, Tesco said sales growth of
items such as clothes, electronics
and household goods had been
slower than growth in food items
“for the first time in a long while.”
Growth in food sales had also
slowed. At the time, Tesco re-
ported a 9.4% rise in U.K. sales for
the 13 weeks ended May 24. Total
sales jumped 14%, thanks to a 27%
rise in international sales. Tesco
operates about 3,320 stores, of
which 1,990 are in the U.K.
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Growing less, raising less 
Hedge fund performance, according to the the HFRI Fund Weighted Composite 
Index, and hedge-fund fundraising net inflows

Source: Hedge Fund Research *At month end

12-month rolling return*Net inflow, in billions
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Deutsche Bank, Barclays
show sharp drop in fees

Venture-capital IPOs grind
to standstill in U.S. market

By Harry Wilson

Barclays PLC’s Barclays Capital,
Citigroup Inc. and Deutsche Bank
AG were among the worst-hit banks
in Europe in the first half of this
year by the credit crisis, according
to data from Dealogic.

All three saw their fees fall by
more than their rivals and all lost
market share in investment banking.

In Europe, investment-banking
feesforthe first sixmonths ofthe year

were an estimated $11.6 billion, down
35% from the same period last year.
Syndicated-loan fees were the worst
hit,falling59%,accordingtoDealogic.

Deutsche Bank recorded the larg-
est percentage fall in fees of the
banks ranked in the top 10 for fees.
Its revenues dropped 46% to $680
million from $1.26 billion last year.
It also dropped from top of the fee
table to sixth. Citigroup’s invest-
ment-banking fees fell 45% in Eu-

rope, while Barclays Capital’s de-
clined 49%.

Tom King, head of European in-
vestment banking at Citigroup,
said, “It’s hard to say it’s been a diffi-
cult year, however, the further east
you go from New York, the better
the outlook gets.”

While the figures are a grim read-
ing for bankers, senior managers
say the outlook for investment-
banking businesses isn’t all bad.
Merrill Lynch & Co.’s head of Euro-
pean mergers and acquisitions,
Carlo Calabria, said the market was
experiencing a “mild ice age.”

Emerging markets remain one of
thebrightspotsformostbanks.ADeut-
sche Bank report last week showed
that M&A revenues from three out of
thefourso-calledBRICcountries(Bra-
zil, Russia, India and China) were up
versus last year, despite falls in equity
and debt-underwriting fees.

Merrill Lynch was one of the few
banks to increase its fee haul in Eu-
rope, earning $705 million during
the period, up nearly 10% from last
year’s figure. Its market share in Eu-
rope climbed from 3.6% to 6.1%. Bank
of Scotland Group PLC recorded a
rise in its fee income: It increased
13.7% to $646 million, though this
was largely a result of the takeover
of ABN Amro Holding NV’s invest-
ment-banking division.

www.efinancialnews.com

Seed money still finds funds
Lehman, Aladdin
among those taking
stakes in fledglings

Deutsche Bank’s 46%
decline in fees was
the largest of any of
the top 10 banks.

— NOTICE TO READERS —

The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By William Hutchings

And David Walker

L EHMAN BROTHERS Holdings
Inc. and U.S. credit manager
Aladdin Capital Holdings LLC

are each raising $3 billion funds to
back small hedge-fund managers in
the hope of capitalizing on the
worst dislocation in the industry in
a decade.

High-net-worth individuals have
cooled on hedge funds, and rela-
tively recent investors in the funds,
including institutions and the retail
market, are demanding higher stan-
dards of systems and control, in-
creasing costs. Lehman Brothers
and Aladdin are aiming to help
funds meet those costs and at the
same time take advantage of growth
opportunities that remain amid the
turmoil.

Hedge-fund inflows collapsed in
the first three months of the year,
and the number of fund liquidations
and closures outstripped the num-
ber of launches for the first time
since 1998, when U.S. hedge-fund
manager Long-Term Capital Manage-
ment collapsed. Banks have also
tightened their lending terms, forc-

ing many hedge funds to reduce
their leverage quickly, often at a loss.

Lehman Brothers aims to raise
$3 billion to $5 billion for a fund to
buy strategic minority stakes in
hedge-fund managers, according to
people familiar with the plans. The
fund, which has been called Omega,
plans to invest in up to 12 hedge-
fund managers. It follows a series of
other similar investments by Leh-
man Brothers, including stakes in
GLG Partners LP, D.E. Shaw & Co.,
and BlueBay Asset Management
PLC. Lehman Brothers declined to
comment.

Amin Aladin, founder and chief
executive of Aladdin Capital, which
last month sold a 19.5% stake to Jap-
anese conglomerate Mitsubishi
Corp. for $39 million, said: “The
hedge-fund industry is going
through an upheaval, but in another
six to eight months we should be
able to see the light at the end of the
tunnel.”

Mr. Aladin said the value of his
own company had fallen from
$325 million a year ago to $200 mil-
lion because of the credit crisis, but
added that “the market is going to

give opportunities to new en-
trants.” Aladdin’s typical target is to
increase a manager’s assets from
$100 million to $500 million.

Old Mutual Asset Management
and American International
Group’s AIG Investments this month
have set up a joint venture to back
growing hedge-fund managers. So-

ciété Générale SA and BlackRock
Inc. have been expanding their
hedge-fund seeding operations.
Goldman Sachs Group Inc.’s Peter-
shill fund last week made its fifth in-
vestment in a hedge-fund manager,
buying a stake in Longacre Fund
Management LLP. And PCE Inves-
tors has expanded its business of
providing “acceleration capital” to
managers from the U.K. to the U.S.

Lehman’s ‘Omega’
would invest in up to
a dozen hedge-fund
managers.

By Shanny Basar

The second quarter of this year
is to be the first in more than 30
years without a venture-capital-
backed initial public offering in the
U.S., according to a survey by the Na-
tional Venture Capital Association,
a U.S. trade body.

In the first quarter, there were
five U.S. venture-backed IPOs, the
lowest number since the second
quarter of 2003, which had two is-
sues, according to the trade organi-
zation. In Europe, there were two
such IPOs in the three-month pe-
riod, according to investment-bank-
ing research provider Dealogic.

Mary Ann Deignan, head of eq-
uity-capital markets for the Ameri-
cas at UBS, said the general weak-
ness in the U.S. IPO market and vola-
tile conditions were a factor.

“Investors lack conviction, and
IPOs are the highest risk a portfolio
manager can take, she said. “Ven-
ture capital-backed companies typi-
cally represent new technologies,
which add another layer to the com-
plexity of the risk.”

In the current quarter, all
U.S.-listed IPOs have raised a total
of just $5.2 billion, the weakest
quarter since 1995, according to
preliminary half-year data from De-
alogic. In the first half of this year,
the 57 withdrawn IPO filings ex-
ceeded the 31 deals that priced.

“For the situation to change
there has to be a change in the risk
paradigm, with fund managers no
longer being able to find value in
public markets and looking at new
issues as an asset class for per-
formance,” said Jonathan Biele,
head of capital markets at Cowen
Group, a boutique investment
bank that specializes in growth
companies.

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

tinue their discussions
over a wide-reaching
cooperation agree-
ment this week in Brus-
sels, after disputes
over energy invest-
ment and human rights

hindered the start of talks last week in Siberia.
“The future agreement will be an instrument to

draw Russia and the European Union closer,” said Rus-
sian President Dmitry Medvedev. The EU wants Mos-
cow to open its energy sector to investors, but the
Kremlin intends to maintain its control. Moscow has
pushed for more opportunity for its companies to in-
vest in oil- and gas-distribution assets in Europe to
diversify its energy business. —Associated Press

EU cooperation talks
continue amid disputes

E
UROPEAN Union
officials have
reached a prelimi-

nary deal to include air-
lines flying to and from
the EU in the bloc’s strat-
egy to cut carbon-diox-
ide emissions—a move
that could raise the cost
of flying and provoke a

dispute with the U.S. Under the deal, all flights starting
or landing in the EU, including intercontinental flights,
will be included in the EU’s emission-trading system
from 2012. Pollution permits granted to airlines would
initially be capped at 97% of their average emissions for
2004-2006. From 2013, the cap would drop to 95%. The
deal still needs to be formally approved by the EU’s 27
member states and by the European Parliament, which
will vote in July.  —Associated Press

Deal to cut CO2 emissions
includes flights in region

Pakistani troops rout Islamic militants
Successful offensive
signifies major shift
in official approach

I
TALY’S government pro-
posed legislation that
would grant immunity

from prosecution to the
country’s top four officials,
including Premier Silvio Ber-
lusconi. Mr. Berlusconi, left,
is currently a defendant in a
corruption trial in Milan.
The Cabinet approved the
measure during a meeting in
Rome and sent it to Parlia-

ment for a vote, Justice Minister Angelino Alfano
said. Both houses of Parliament are controlled by
Mr. Berlusconi’s conservative forces. The bill would
grant immunity from prosecution to the president,
the premier and the speakers of both houses of Par-
liament during their mandates.
 —Associated Press
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Pakistani forces bombard suspected militant hideouts on Saturday, helping drive
out militants who were threatening the main supply route through Pakistan

Mugabe starts sixth term as African leaders debate action

By Zahid Hussain

Islamabad

P AKISTANI SECURITY forces
on Sunday drove out Islamic
militants who were threaten-

ing the main supply route through
Pakistan to NATO forces in neighbor-
ing Afghanistan.

As a result of the offensive,
which signaled a significant shift in
tactics by Pakistan’s government as
it tries to combat growing extrem-
ism, the government’s talks with the
militants appear to have collapsed.

The government forces de-
stroyed several militant hideouts
and killed a senior militant com-
mander in the Bara district close to
Peshawar, capital of the North West
Frontier province. The troops also
have occupied the militants’ posts
on the surrounding hills and have en-
forced a strict curfew in the area.

More than 1,000 army and para-
military troops, backed by tanks

and helicopter gunships, launched
the operation Saturday. The offen-
sive came after Peshawar, a city of
about three million and a key stag-
ing post for supplies to NATO forces
in Afghanistan, was put under a vir-
tual siege by militants in the past
week.

The offensive is the first major
military action Pakistan’s govern-
ment has launched against militants
since it took power after February’s
landmark elections, which ended
nine years of military-backed rule.
The new government pursued peace
negotiations in an effort to stop the
militant attacks that have grown in
Pakistani cities in the past year. But
that approach has been accompa-
nied by growing alarm about the
consolidation and spread of mili-
tant influence in the northwest.

In the offensive, troops dyna-
mited the house of Mangal Bagh, a
commander whose fighters had
been closing in on Peshawar. Mr.
Bagh, whose group is known as Lash-
kar-e-Islami, or Army of Islam, has
hundreds of heavily armed men un-
der his control. He had established
his own Islamic-justice system in
the areas he controls, executing peo-
ple after summary trials. Mr. Bagh

fled to the Tirah Valley near the Af-
ghan border.

A senior security official said Mr.
Bagh’s followers had ganged up
with criminals who have regularly
ambushed supply convoys bound
for coalition troops in Afghanistan.

Major Gen. Mohammed Aslam
Khattak, the operation’s command-
ing officer, said maximum force was
used to clear the area of militants
and re-establish the authority of the

government. He said the operation
could be extended against other mil-
itant leaders.

The area where the offensive
took place in the Khyber tribal area,
home to the historic Khyber Pass. It
had been relatively peaceful until
militants tried to extend their con-
trol to the main cities of the area.
Hundreds of people have died in
clashes over the past several
months.

Last week the government of
Prime Minister Yousaf Raza Gilani
authorized Gen. Ashfaq Kayani, the
chief of army staff, to start the opera-
tion. Mr. Gilani said the government
wouldn’t talk to militants until they
laid down their weapons and re-
nounced violence. “We cannot sur-
render to the people who are behead-
ing people and burning down girls’
schools,” Mr. Gilani said Sunday.

The offensive has halted the gov-
ernment’s peace negotiations with
militants in the South Waziristan
tribal region and in the Swat Valley.
Baitullah Mehsud, a top militant
commander, said he was suspend-
ing talks between his allies and the
government and warned that his
forces could restart attacks in Paki-
stan’s main cities.

Mr. Mehsud, who is head of a
movement called Tehrik-e-Taliban
Pakistan, has been accused of mas-
terminding dozens of suicide at-
tacks targeting security forces and
government installations in Islama-
bad and in Rawalpindi, the head-
quarters of Pakistan army. He has
also been accused of organizing the
December assassination of former
Prime Minister Benazir Bhutto,
though he denies any involvement.
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HARARE, Zimbabwe—Rob-
ert Mugabe was sworn in for a sixth
term as Zimbabwe’s president and
promised “serious talks” with the
opposition. He was sworn in soon af-
ter the election results were an-
nounced Sunday.

Many countries throughout the
world have condemned the presi-
dential runoff as a sham.
Mr. Mugabe was the only candidate
in the runoff. Opposition candidate
Morgan Tsvangirai withdrew from
the race because of widespread
state-sponsored violence against op-
position supporters, and he is call-
ing for negotiations.

Some African leaders have urged
Mr. Mugabe to enter power-sharing
talks with Mr. Tsvangirai.

“The inauguration is meaning-
less,” Mr. Tsvangirai, leader of the

opposition Movement for Demo-
cratic Change, told Associated Press
Television News. “The world has
said so, Zimbabwe has said so. So
it’s an exercise in self-delusion.”

The 84-year-old Mr. Mugabe,
Zimbabwe’s president since inde-
pendence from Britain in 1980, was
expected to depart for an African
Union summit that opens Monday
in Egypt. There, he can expect to
come under pressure from other Af-
rican leaders to negotiate a power
sharing agreement with Mr. Tsvan-
girai, who said he believed mem-
bers of the ruling ZANU-PF party
were ready for talks.

“I think that the reality has
dawned on all the elites in
ZANU-PF,” Mr. Tsvangirai said.
“Without negotiating with the MDC
this is a dead-end.”

Total results, according to the

electoral commission, were more
than two million votes for Mr.
Mugabe,and233,000forMr.Tsvangi-
rai. Turnout was put at about 42%,
and 131,000 ballots had been defaced
or otherwise spoiled. Neither candi-
date gotcreditfor the spoiled ballots.

Independent observers had said
many of those who did go to the
polls voted out of fear, and Mr. Ts-
vangirai’s supporters may have
spoiled their ballots rather than
vote for Mr. Mugabe.

In Bulawayo, official results
showed Mr. Mugabe got 21,127
votes, Mr. Tsvangirai 13,291, while
9,166 ballots were spoiled. Bula-
wayo is Zimbabwe’s second main
city and an opposition stronghold.

A high number of spoiled ballots
had been noted earlier Sunday by
Marwick Khumalo, a member of par-
liament from Swaziland who led a

team of election observers from
across the continent under the aus-
pices of the AU-sponsored Pan-Afri-
can Parliament. Mr. Khumalo said
some ballots were defaced with “un-
palatable messages.” He declined to
elaborate, but left the impression
the messages expressed hostility to-
ward Mr. Mugabe.

In contrast, observers from the
Southern African Development Com-
munity have been split over whether
todeclarethevotefreeandfair,reflect-
ing dissension among Mr. Mugabe’s
neighbors over how hard to push for
reform.

Human Rights Watch said in a
statement Sunday that Mugabe sup-
porters beat people who couldn’t
prove they voted.

Mr. Tsvangirai won the most
votes in the first round of presiden-
tial voting in March, but not enough

for an outright victory. Official re-
sults in March gave Mr. Tsvangirai
more than 47% of the vote and
Mr. Mugabe 43%. Results Sunday
gave Mr. Mugabe 85% of the vote.

Mr. Mugabe said on the eve of the
vote hewasopen to talks,butpressed
ahead with the election, apparently
hoping a victory would give him le-
verage at the negotiating table. It
now appears he will be able to draw
little legitimacy from the runoff.

Mr. Khumalo, the observer,
urged African and regional leaders
to “engage the broader political
leadership in Zimbabwe into a nego-
tiated transitional settlement.”

With the election discredited
and attention turning to the possibil-
ity of negotiations, Mr. Mugabe’s
role in any future government could
be a sticking point.

Berlusconi, other officials
may get immunity via bill
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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.

2.65% 13 World -a % % 266.16 –0.49% –12.1% 7.67% 8 Stoxx Select Dividend 30 1780.90 0.10% –46.7% 2400.56 0.11% –37.9%

2.66% 13 Stoxx Global 1800 219.50 –0.43% –25.1% 258.16 –0.42% –12.6% 4.23% 9 Euro Stoxx Select Div 30 2295.10 –0.65% –35.2% 3105.62 –0.64% –24.5%

3.09% 12 Stoxx 600 287.30 –0.39% –27.0% 338.00 –0.38% –14.9% 5.33% 13 U.S. Select Dividend -b % % 673.89 –1.04% –27.7%

3.22% 12 Stoxx Large 200 308.30 –0.43% –26.6% 360.76 –0.42% –14.4% 8.63% 12 Australia LPT -b, c 1662.60 –2.93% –31.6% % %

2.53% 13 Stoxx Mid 200 263.60 –0.24% –28.2% 308.38 –0.22% –16.3% 3.23% 12 Sustainability 900.00 –0.55% –25.7% 1196.84 –0.54% –13.3%

2.54% 13 Stoxx Small 200 162.60 –0.23% –30.0% 190.19 –0.21% –18.3% 2.03% 15 Islamic Market -a % % 2267.39 –0.18% –2.3%

2.05% 16 Stoxx Growth 1388.50 –0.23% –21.1% 1923.62 –0.22% –8.0% 2.49% 13 Islamic Market 100 1749.80 –0.39% –18.7% 2358.66 –0.38% –5.2%

4.06% 10 Stoxx Value 1290.90 –0.39% –29.5% 1789.27 –0.38% –17.8% 5.60% 8 Islamic Turkey -c 2781.30 –0.96% –3.1% % %

2.90% 12 Euro Stoxx 320.80 –0.62% –26.2% 377.35 –0.61% –13.9% 6.09% 29 Bahrain -c 241.60 –0.02% 17.9% % %

3.02% 12 Euro Stoxx Large 200 341.60 –0.63% –26.5% 399.37 –0.62% –14.3% 2.06% 15 Wilshire 5000 % % 13081.02 –0.34% –14.0%

2.36% 14 Euro Stoxx Mid 200 304.00 –0.53% –22.9% 355.26 –0.51% –10.1% % DJ-AIG Commodity 204.70 0.15% 18.3% 234.12 0.16% 38.0%

2.43% 13 Euro Stoxx Small 200 179.90 –0.63% –28.7% 210.06 –0.61% –16.8% % Euro Currency 125.80 –0.03% 11.4% % %

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.0394 2.0707 1.0190 0.1738 0.0443 0.2052 0.0098 0.3081 1.6372 0.2195 1.0284 ...

 Canada 1.0108 2.0136 0.9908 0.1690 0.0431 0.1995 0.0095 0.2996 1.5920 0.2135 ... 0.9724

 Denmark 4.7350 9.4328 4.6417 0.7919 0.2019 0.9347 0.0446 1.4034 7.4579 ... 4.6846 4.5553

 Euro 0.6349 1.2648 0.6224 0.1062 0.0271 0.1253 0.0060 0.1882 ... 0.1341 0.6281 0.6108

 Israel 3.3740 6.7215 3.3075 0.5643 0.1439 0.6660 0.0318 ... 5.3142 0.7126 3.3381 3.2460

 Japan 106.1400 211.4468 104.0486 17.7506 4.5262 20.9525 ... 31.4582 167.1758 22.4161 105.0111 102.1120

 Norway 5.0658 10.0917 4.9659 0.8472 0.2160 ... 0.0477 1.5014 7.9788 1.0699 5.0119 4.8735

 Russia 23.4502 46.7162 22.9881 3.9218 ... 4.6292 0.2209 6.9503 36.9352 4.9525 23.2007 22.5602

 Sweden 5.9795 11.9121 5.8617 ... 0.2550 1.1804 0.0563 1.7722 9.4180 1.2628 5.9159 5.7526

 Switzerland 1.0201 2.0322 ... 0.1706 0.0435 0.2014 0.0096 0.3023 1.6067 0.2154 1.0093 0.9814

 U.K. 0.5020 ... 0.4921 0.0839 0.0214 0.0991 0.0047 0.1488 0.7906 0.1060 0.4966 0.4829

 U.S. ... 1.9922 0.9803 0.1672 0.0426 0.1974 0.0094 0.2964 1.5750 0.2112 0.9894 0.9620

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 787.00 –1.00 –0.13% 799.25 258.50
Soybeans (cents/bu.) CBOT 1559.50 –2.00 –0.13 1,579.00 622.00
Wheat (cents/bu.) CBOT 912.00 –30.75 –3.26 1,278.00 499.00
Live cattle (cents/lb.) CME 105.100 1.250 1.20% 106.150 90.700
Cocoa ($/ton) ICE-US 3,178 11 0.35 3,193 1,818
Coffee (cents/lb.) ICE-US 152.55 –1.10 –0.72 176.05 120.75
Sugar (cents/lb.) ICE-US 12.74 –0.21 –1.62 15.43 9.72
Cotton (cents/lb.) ICE-US 81.40 –0.37 –0.45 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 3,623.00 88 2.49 4,440 1,965
Cocoa (pounds/ton) LIFFE 1,743 –1 –0.06 1,760 915
Robusta coffee ($/ton) LIFFE 2,424 –18 –0.74 2,840 1,488

Copper (cents/lb.) COMEX 387.80 5.30 1.39 422.00 276.00
Gold ($/troy oz.) COMEX 931.30 16.20 1.77 1,039.80 687.40
Silver (cents/troy oz.) COMEX 1771.00 49.00 2.85 2,132.00 1,241.50
Aluminum ($/ton) LME 3,102.00 27.00 0.88 3,211.50 2,375.00
Tin ($/ton) LME 23,300.00 50.00 0.22 25,450.00 13,525.
Copper ($/ton) LME 8,499.00 112.00 1.34 8,800.00 6,335.00
Lead ($/ton) LME 1,819.00 11.00 0.61 3,875.00 1,745.00
Zinc ($/ton) LME 1,944.50 38.50 2.02 3,750.00 1,855.00
Nickel ($/ton) LME 21,845 –305 –1.38 36,900 21,700

Crude oil ($/bbl.) NYMEX 140.21 0.57 0.41 142.60 66.48
Heating oil ($/gal.) NYMEX 3.9331 0.0236 0.60 4.0486 1.7875
RBOB gasoline ($/gal.) NYMEX 3.5172 –0.0071 –0.20 3.5710 2.0387
Natural gas ($/mmBtu) NYMEX 13.198 –0.050 –0.38 13.455 4.620
Brent crude ($/bbl.) ICE-EU 140.91 0.66 0.47 143.52 60.15
Gas oil ($/ton) ICE-EU 1,271.50 12.50 0.99 1,310.75 610.00

Source: Reuters; WSJ Market Data Group

Currencies London close on June 27
Per In

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

Argentina peso-a 4.7637 0.2099 3.0245 0.3306

Brazil real 2.5300 0.3953 1.6063 0.6225
Canada dollar 1.5920 0.6281 1.0108 0.9894

1-mo. forward 1.5926 0.6279 1.0112 0.9890
3-mos. forward 1.5937 0.6275 1.0118 0.9883
6-mos. forward 1.5952 0.6269 1.0128 0.9874

Chile peso 824.54 0.001213 523.50 0.001910
Colombia peso 3018.82 0.0003313 1916.65 0.0005217
Ecuador US dollar-f 1.5750 0.6349 1 1
Mexico peso-a 16.2545 0.0615 10.3200 0.0969
Peru sol 4.6771 0.2138 2.9695 0.3368
Uruguay peso-e 30.635 0.0326 19.450 0.0514
U.S. dollar 1.5750 0.6349 1 1
Venezuela bolivar 3382.10 0.000296 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6372 0.6108 1.0394 0.9621
China yuan 10.8082 0.0925 6.8621 0.1457
Hong Kong dollar 12.2881 0.0814 7.8017 0.1282
India rupee 67.396 0.0148 42.790 0.0234
Indonesia rupiah 14514 0.0000689 9215 0.0001085
Japan yen 167.18 0.005982 106.14 0.009422

1-mo. forward 166.90 0.005992 105.97 0.009437
3-mos. forward 166.35 0.006011 105.62 0.009468
6-mos. forward 165.39 0.006046 105.01 0.009523

Malaysia ringgit-c 5.1386 0.1946 3.2625 0.3065
New Zealand dollar 2.0685 0.4834 1.3133 0.7615
Pakistan rupee 107.733 0.0093 68.400 0.0146
Philippines peso 70.539 0.0142 44.785 0.0223
Singapore dollar 2.1464 0.4659 1.3628 0.7338
South Korea won 1641.20 0.0006093 1042.00 0.0009597
Taiwan dollar 47.845 0.02090 30.377 0.03292
Thailand baht 52.812 0.01894 33.531 0.02982

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

Euro zone euro 1 1 0.6349 1.5751
1-mo. forward 1.0015 0.9985 0.6358 1.5728
3-mos. forward 1.0046 0.9954 0.6378 1.5678
6-mos. forward 1.0093 0.9908 0.6408 1.5606

Czech Rep. koruna-b 23.919 0.0418 15.186 0.0659
Denmark krone 7.4579 0.1341 4.7350 0.2112
Hungary forint 237.44 0.004212 150.75 0.006634
Malta lira 0.4614 2.1674 0.2929 3.4137
Norway krone 7.9788 0.1253 5.0658 0.1974
Poland zloty 3.3564 0.2979 2.1310 0.4693
Russia ruble-d 36.935 0.02707 23.450 0.04264
Slovak Rep. koruna 30.3229 0.03298 19.2520 0.05194
Sweden krona 9.4180 0.1062 5.9795 0.1672
Switzerland franc 1.6067 0.6224 1.0201 0.9803

1-mo. forward 1.6060 0.6226 1.0197 0.9807
3-mos. forward 1.6055 0.6229 1.0193 0.9811
6-mos. forward 1.6041 0.6234 1.0184 0.9819

Turkey lira 1.9373 0.5162 1.2300 0.8130
U.K. pound 0.7906 1.2648 0.5020 1.9922

1-mo. forward 0.7924 1.2619 0.5031 1.9876
3-mos. forward 0.7962 1.2560 0.5055 1.9783
6-mos. forward 0.8017 1.2473 0.5090 1.9645

MIDDLE EAST/AFRICA
Bahrain dinar 0.5938 1.6841 0.3770 2.6525
Egypt pound-a 8.4265 0.1187 5.3500 0.1869
Israel shekel 5.3142 0.1882 3.3740 0.2964
Jordan dinar 1.1159 0.8961 0.7085 1.4114
Kuwait dinar 0.4169 2.3987 0.2647 3.7781
Lebanon pound 2374.39 0.0004212 1507.50 0.0006634
Saudi Arabia riyal 5.9060 0.1693 3.7498 0.2667
South Africa rand 12.4728 0.0802 7.9190 0.1263
United Arab dirham 5.7852 0.1729 3.6731 0.2723
SDR -f 0.9663 1.0348 0.6135 1.6299

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

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

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

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

 12 EUROPE DJ Stoxx 600 287.34 –1.14 –0.40% –21.2% –27.0%

 12 DJ Stoxx 50 2876.06 –12.82 –0.44 –21.9% –27.1%

 12 Euro Zone DJ Euro Stoxx 320.79 –2.00 –0.62 –22.7% –26.2%

 12 DJ Euro Stoxx 50 3340.27 –26.08 –0.77 –24.1% –25.6%

 12 Austria ATX 3914.56 –18.68 –0.47 –13.3% –19.6%

 9 Belgium Bel-20 3177.42 –28.36 –0.88 –23.0% –31.5%

 12 Czech Republic PX 1478.0 –1.8 –0.12 –18.6% –20.5%

 14 Denmark OMX Copenhagen 395.64 –4.72 –1.18 –11.8% –15.5%

 11 Finland OMX Helsinki 8520.78 –87.28 –1.01 –26.5% –24.9%

 10 France CAC-40 4397.32 –28.87 –0.65 –21.7% –27.4%

 11 Germany DAX 6421.91 –37.69 –0.58 –20.4% –19.8%

 … Hungary BUX 20343.38 –124.94 –0.61 –22.5% –29.7%

 5 Ireland ISEQ 5295.66 64.92 1.24% –23.6% –43.1%

 9 Italy S&P/MIB 29198 –175 –0.60 –24.3% –30.4%

 6 Netherlands AEX 425.92 –0.11 –0.03 –17.4% –22.3%

 10 Norway All-Shares 532.06 –4.11 –0.77 –6.7% –9.3%

 17 Poland WIG 41373.83 –743.57 –1.77 –25.7% –37.4%

 12 Portugal PSI 20 9004.24 –226.07 –2.45 –30.8% –32.7%

 … Russia RTSI 2318.61 9.85 0.43% 1.2% 22.2%

 10 Spain IBEX 35 12089.8 12.1 0.10 –20.4% –18.8%

 15 Sweden OMX Stockholm 279.82 –4.93 –1.73% –20.5% –31.8%

 12 Switzerland SMI 6861.54 –88.19 –1.27 –19.1% –25.5%

 … Turkey ISE National 100 35829.40 –749.55 –2.05 –35.5% –23.9%

 10 U.K. FTSE 100 5529.9 11.7 0.21 –14.4% –16.3%

 14 ASIA-PACIFIC DJ Asia-Pacific 141.78 –1.79 –1.25 –10.3% –10.9%

 … Australia SPX/ASX 200 5237.0 –70.0 –1.32 –17.4% –16.5%

 … China CBN 600 22325.20 –1339.24 –5.66 –46.1% –24.3%

 13 Hong Kong Hang Seng 22042.35 –413.32 –1.84 –20.7% 1.2%

 14 India Sensex 13802.22 –619.60 –4.30 –32.0% –5.8%

 … Japan Nikkei Stock Average 13544.36 –277.96 –2.01 –11.5% –25.3%

 … Singapore Straits Times 2955.91 –25.04 –0.84 –14.7% –15.0%

 11 South Korea Kospi 1684.45 –33.21 –1.93 –11.2% –3.4%

 14 AMERICAS DJ Americas 340.08 –0.90 –0.26 –9.8% –10.7%

 … Brazil Bovespa 64321.11 374.19 0.59 0.7% 18.3%

 22 Mexico IPC 29295.00 95.06 0.33 –0.8% –6.0%

*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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 27, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 15 ALL COUNTRY (AC) WORLD* 356.15 –1.62%–11.7% –11.3%

2.60% 15 World (Developed Markets) 1,403.36 –1.75%–11.7% –13.2%

2.40% 16 World ex-EMU 161.70 –1.80%–10.6% –13.1%

2.50% 15 World ex-UK 1,390.72 –1.78%–11.3% –12.7%

3.30% 13 EAFE 1,968.45 –0.68%–12.6% –13.0%

2.10% 15 Emerging Markets (EM) 1,099.71 –0.59%–11.7% 8.4%

3.70% 12 EUROPE 100.87 –2.54%–20.8% –27.0%

3.70% 11 EMU 233.84 –1.52%–16.4% –13.8%

3.50% 12 Europe ex-UK 110.51 –2.48%–20.7% –25.8%

5.00% 9 Europe Value 114.56 –2.85%–24.4% –33.1%

2.50% 15 Europe Growth 86.39 –2.25%–17.3% –20.6%

2.70% 15 Europe Small Cap 176.27 –2.12%–18.1% –33.4%

1.90% 13 EM Europe 410.23 –1.57%–14.7% 2.9%

4.00% 11 UK 1,634.39 –2.57%–14.9% –17.7%

3.20% 13 Nordic Countries 167.62 –2.66%–18.7% –23.4%

1.10% 14 Russia 1,438.92 –0.59% –4.2% 31.6%

2.70% 16 South Africa 716.12 0.57% 0.4% 0.0%

2.80% 15 AC ASIA PACIFIC EX-JAPAN 440.24 0.37%–16.9% –1.2%

1.70% 16 Japan 850.70 –0.10% –9.5% –23.5%

1.60% 18 China 62.88 –0.91%–26.4% 11.1%

0.90% 22 India 584.70 1.59%–31.6% –1.5%

1.80% 13 Korea 471.21 0.16% –8.8% 2.8%

3.60% 14 Taiwan 303.09 –0.81% –9.2% –6.4%

1.90% 19 US BROAD MARKET 1,413.33 –2.85%–11.4% –15.3%

1.40% 31 US Small Cap 1,832.57 –2.63% –7.7% –16.4%

1.90% 16 EM LATIN AMERICA 4,688.85 –2.00% 6.6% 28.2%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Malaysia’s Anwar faces allegations again
Politician is accused
of sodomy as he seeks
prime minister post

By James Hookway

Malaysia’s police opened an in-
vestigation into allegations that
main opposition leader Anwar Ibra-
him sodomized a male aide, further
clouding the nation’s political out-
look as Mr. Anwar vies to become
the country’s next prime minister.

The allegation of sodomy—a
criminal act in Malaysia—is virtu-
ally identical to a charge made
against Mr. Anwar a decade ago that
left him in Malaysia’s political wil-
derness for years before the party
he helps lead gained significant
ground in elections in March.

Saying his life was under threat,
the 60-year-old Mr. Anwar took ref-
uge at the Turkish Embassy in Kuala
Lumpur early Sunday morning.

In a prepared statement, he called
the sodomy allegation made in a po-
lice complaint by the 23-year-old
aide“acompletefabrication.”Mr.An-
war said the accusation was trumped
up “to undermine the forces of re-
form and renewal which were un-
leashed in the March 2008 election.”

His wife, Wan Azizah Wan Is-
mail, at a news conference called it a
political conspiracy to marginalize
her husband and “a repeat of what
happened 10 years ago.”

Mr. Anwar’s People’s Justice
Party, or Parti Keadilan Rakyat, won
82 seats along with a group of allies
in the 222-seat lower house of Parlia-
ment in the March 8 vote. The alli-
ance needs 30 more seats to replace
the National Front coalition that has
ruled the country since indepen-
dence in 1957. The charismatic Mr.
Anwar has been trying to attract oth-
ers to his alliance in the hopes of
meeting that target by September
and forcing a change in government.

In the March election, Mr. Anwar’s
alliance scored strongly with ethnic-
Chinese and Indians growing frus-
trated with Malaysia’s decades-long
affirmative-action policy designed to
benefit the majority Malay popula-
tion. An increasing number of Malay
voterswho aretired ofcorruptionand
sex scandals involving politicians are
turning to another alliance member:
the conservative Muslim movement
known as Parti Islam Se-Malaysia.

Swiss bank UBS said in mid June
that if Mr. Anwar’s loose alliance
gets the numbers it needs, the cur-
rent government could be replaced
by an “eclectic mix of parties in a
hastily assembled coalition.”

The political tensions unleashed
in Malaysia in recent months have
combined with growing discontent
over rising fuel and food prices to
form an uncertain outlook for the
multiethnic nation of 26 million peo-
ple, one of Southeast Asia’s leading
exporters of palm oil, rubber and
electronic components.

The allegation against Mr. Anwar
adds to the political pressures being
felt across the region. Thailand is still
seeing large street protests against
what demonstrators see as the con-
tinuinginfluenceofformerPrimeMin-
ister Thaksin Shinawatra, a billion-
aire populist ousted in a military coup
21 months ago. Vietnam’s Communist
leadersarefacinglaborstrikesasinfla-
tion reached an annualized rate of
27%inJune.Risinginflationalsoiscre-
ating political backlash in India, Indo-
nesia and the Philippines.

Mr. Anwar first came to promi-

nence as a student firebrand who pro-
moted Muslim issues. In the early
1980s, then-Prime Minister Mahathir
Mohamad brought him into the larg-
est ethnic-Malay party, the United
Malays National Organization. Mr.
Anwar quickly climbed the ranks,
overtaking more senior colleagues.

Inearly1998,Mr.Anwarwasahigh-
flying deputy prime minister and fi-
nanceminister,andconsideredDr.Ma-
hathir’s heir apparent. But later that
year, at the height of Asia’s financial
crisis, he challenged Dr. Mahathir’s
handling of the economy, especially
his promotion of large, ethnic-Malay
conglomerates with strong ties to the
ruling party. He was sacked by Dr. Ma-
hathir from his posts and almost im-
mediately charged with sodomy and
corruption—allegations that Mr. An-
war has always maintained were
cooked up to prevent him from chal-

lenging the prime minister for power.
Dr. Mahathir has denied his former al-
ly’s allegations.

In his statement early Sunday,
Mr. Anwar said, “I believe we are wit-
nessing a repeat of the
methods used against me in
1998 when false allegations
were made under duress.”

After his arrest in 1998,
Mr. Anwar appeared in a
Kuala Lumpur court with a
black eye after being beaten
behind bars by Malaysia’s
then police chief. He in-
stantly became a figurehead
for the country’s opposition
parties, which long bristled
at the authoritarian manner
in Dr. Mahathir and the National
Front ruled Malaysia.

Mr. Anwar was eventually con-
victed on both charges. But Malay-

sia’shighestcourtoverturnedthesod-
omy conviction and freed him in
2004. His corruption conviction—for
allegedly abusing his power to cover
up the sodomy allegations—stood

and he was banned from
seeking public office until
April 14 this year.

The opposition leader
has said he will contest the
first by-election that
comes up; if he gets a seat,
he would be eligible to be-
come prime minister.

Dr. Mahathir retired in
2003 after 22 years in power
andwassucceededbyAbdul-
lah Ahmad Badawi. Regard-
ing Mr. Anwar and the new

police investigation, Mr. Abdullah on
Sundaytoldreportersthatthegovern-
ment “has no intention of wanting to
make life difficult for him or harass

him.” The prime minister also said,
“We don’t have any plan to do some-
thing to him [just] because he said he
has made a political comeback.”

Police, meanwhile, warned Mr.
Anwar’s supporters not to take to
the streets to protest the allegation
made against him, as tens of thou-
sands of them did in 1998.

Bakri Zinin, the federal police
chief for criminal investigations, said
Mr. Anwar’s aide filed a complaint on
Saturday stating that Mr. Anwar had
sodomizedhimataluxuryKualaLum-
pur condominium.

Mr. Anwar’s supporters identi-
fied the aide as a volunteer who
joined the party in March. At her
news conference, Ms. Wan Azizah,
Mr. Anwar’s wife, displayed photo-
graphs that she said showed the al-
leged victim with prominent mem-
bers of the ruling party.

Anwar Ibrahim
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.70 $32.76 –0.71 –2.12%
Alcoa AA 10.40 35.38 0.08 0.23%
AmExpress AXP 19.10 38.04 –0.85 –2.19%
AmIntlGp AIG 31.90 27.75 –0.34 –1.21%
BankAm BAC 77.70 24.59 –0.22 –0.89%
Boeing BA 8.80 66.92 –1.29 –1.89%
Caterpillar CAT 10.00 73.75 –0.53 –0.71%
Chevron CVX 12.30 97.80 0.39 0.40%
Citigroup C 114.00 17.25 –0.42 –2.38%
CocaCola KO 15.00 51.84 –1.38 –2.59%
Disney DIS 16.20 31.57 0.04 0.13%
DuPont DD 8.00 42.69 –0.13 –0.30%
ExxonMobil XOM 22.40 86.55 0.14 0.16%
GenElec GE 69.00 26.26 –0.27 –1.02%
GenMotor GM 31.30 11.55 0.12 1.05%
HewlettPk HPQ 12.90 44.58 –0.09 –0.20%
HomeDpt HD 16.50 24.02 –0.64 –2.60%
Intel INTC 44.00 21.49 –0.10 –0.46%
IBM IBM 9.30 120.05 –1.08 –0.89%
JPMorgChas JPM 62.90 35.05 –1.27 –3.50%
JohnsJohns JNJ 13.60 63.57 –0.69 –1.07%
McDonalds MCD 9.40 56.50 0.05 0.09%
Merck MRK 27.80 36.98 0.78 2.15%
Microsoft MSFT 57.00 27.63 –0.12 –0.43%
Pfizer PFE 50.50 17.28 0.11 0.64%
ProctGamb PG 17.30 60.49 –1.76 –2.83%
3M MMM 6.50 69.51 –0.75 –1.07%
UnitedTech UTX 12.10 61.15 –1.64 –2.61%
Verizon VZ 13.70 34.28 –0.03 –0.09%
WalMart WMT 21.60 56.30 –0.53 –0.93%

Dow Jones Industrial Average P/E: 77
LAST: 11346.51 t 106.91, or 0.93%

YEAR TO DATE: t 1,918.31, or 14.5%

OVER 52 WEEKS t 2,062.11, or 15.4%

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

UBS $711 6.2% 17% 30% 52% 1%

Merrill Lynch 705 6.1% 34% 19% 46% 1%

Morgan Stanley 688 6.0% 40% 17% 40% 3%

Goldman Sachs 679 5.9% 38% 9% 49% 3%

JPMorgan 674 5.9% 33% 20% 43% 4%

Deutsche Bank 670 5.8% 11% 31% 53% 6%

RBS 639 5.6% 12% 36% 10% 41%

Credit Suisse 524 4.6% 17% 36% 43% 4%

Citi 504 4.4% 17% 33% 44% 6%

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

HSH Nordbank 127 ... 6 11 Rhodia 419 25 44 60

Nordea Bk 51 ... 4 6 Stena Aktiebolag 427 26 41 82

Utd Utils Wtr 44 ... 1 2 Rallye 583 26 45 99

Nationwide Bldg Soc 125 ... 16 24 Brit Awys 441 30 64 73

Iimperial Chem Inds 21 ... 2 2 Smurfit Kappa Fdg 415 31 50 62

Rep Austria 10 ... 1 2 Rank Gp 568 34 49 70

French Rep 9 ... 1 1 Grohe Hldg 818 35 78 119

Vattenfall 43 ... 2 7 M-real 1089 37 114 159

Rep Portugal 34 1 3 8 Ineos Gp Hldgs 1069 56 94 217

KBC Bk 66 1 8 11 WENDEL 448 59 136 176

Source: Markit Group

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

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

Fortis Netherlands Banks $36.9 10.65 4.41% –59.7% –45.1%

BHP Billiton U.K. General Mining 84.3 18.75 3.71 34.9 159.7

Lloyds TSB Grp U.K. Banks 35.7 3.17 3.34 –43.0 –33.7

Anglo Amer U.K. General Mining 90.8 33.96 2.82 12.1 153.8

Rio Tinto U.K. General Mining 124.7 58.43 2.49 52.7 238.9

L.M. Ericsson Tel B Sweden Telecom Equipment $30.1 60.80 –7.60% –55.7 –52.3

Nokia Finland Telecom Equipment 92.1 15.38 –4.53 –26.1 11.1

Nestle S.A. Switzerland Food Products 174.2 452.00 –3.06 –3.0 37.2

Daimler Germany Automobiles 60.6 39.88 –2.92 –41.9 18.1

Deutsche Bk Germany Banks 46.4 55.51 –2.89 –48.5 –14.9

...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

Total S.A. 200.0 52.91 1.99% –12.2% 8.9%
France (Integrated Oil & Gas)
Royal Dutch Shell 143.0 25.58 1.55 –15.3 –6.9
U.K. (Integrated Oil & Gas)
Vodafone Grp 164.4 1.42 1.36 –15.6 4.1
U.K. (Mobile Telecom)
E.ON 133.6 127.13 1.20 2.3 77.3
Germany (Multiutilities)
HBOS 29.1 2.79 1.01 –71.7 –67.9
U.K. (Banks)
ArcelorMittal 145.4 63.71 0.68 36.8 ...
Luxembourg (Iron & Steel)
SAP 65.7 33.45 0.09 –12.1 –7.8
Germany (Software)
Credit Suisse Grp 54.0 46.90 ... –46.0 –6.8
Switzerland (Banks)
Royal Bk of Scot 70.0 2.18 –0.11 –59.9 –55.1
U.K. (Banks)
ENI 147.5 23.38 –0.13 –13.1 9.1
Italy (Integrated Oil & Gas)
Siemens 102.1 70.89 –0.17 –33.5 16.6
Germany (Electronic Equipment)
Soc. Generale 50.6 55.10 –0.34 –57.2 –30.2
France (Banks)
BASF 65.7 44.12 –0.38 –9.3 58.4
Germany (Commodity Chemicals)
Roche Hldg Part. Cert. 120.6 175.10 –0.40 –19.5 7.7
Switzerland (Pharmaceuticals)
Banco Bilbao Viz 72.9 12.35 –0.48 –32.1 –4.1
Spain (Banks)
Telefonica S.A. 126.0 16.76 –0.53 1.3 26.2
Spain (Fixed Line Telecom)
Deutsche Telekom 70.9 10.32 –0.53 –24.6 –33.1
Germany (Mobile Telecom)
Koninklijke Philips Elec 37.3 21.86 –0.57 –30.8 2.9
Netherlands (Consumer Electronics)
Banca Intesa 67.6 3.62 –0.82 –34.5 –4.7
Italy (Banks)
BP 233.4 5.65 –0.83 –6.3 –4.8
U.K. (Integrated Oil & Gas)

Banco Santander 115.2 11.69 –0.85% –14.6% 20.4%
Spain (Banks)
SUEZ 88.4 42.86 –1.13 0.9 92.9
France (Multiutilities)
Tesco 56.3 3.61 –1.15 –13.9 12.6
U.K. (Food Retailers & Wholesalers)
HSBC Hldgs 186.0 7.78 –1.21 –15.0 –13.2
U.K. (Banks)
Assicurazioni Gen 53.9 24.26 –1.34 –18.5 3.2
Italy (Full Line Insurance)
ING Groep 71.6 20.42 –1.35 –37.7 –13.7
Netherlands (Life Insurance)
Novartis 142.0 54.80 –1.35 –20.6 –10.8
Switzerland (Pharmaceuticals)
BT Grp 33.2 1.98 –1.54 –40.3 –14.8
U.K. (Fixed Line Telecom)
GlaxoSmithKline 129.4 11.12 –1.55 –14.8 –17.8
U.K. (Pharmaceuticals)
Sanofi-Aventis S.A. 87.3 42.16 –1.66 –29.9 –38.9
France (Pharmaceuticals)
UniCredit 81.5 3.88 –1.77 –41.5 –12.1
Italy (Banks)
BNP Paribas S.A. 82.6 57.91 –1.85 –34.5 2.2
France (Banks)
Diageo 51.4 9.11 –1.88 –12.2 10.6
U.K. (Distillers & Vintners)
Barclays 47.3 2.98 –1.89 –56.0 –45.6
U.K. (Banks)
Allianz SE 80.0 112.30 –1.90 –35.3 17.6
Germany (Full Line Insurance)
France Telecom 71.9 17.46 –1.97 –14.4 –27.8
France (Fixed Line Telecom)
Unilever 48.0 17.76 –2.09 –23.0 –1.8
Netherlands (Food Products)
Astrazeneca 61.0 21.02 –2.23 –21.7 –9.0
U.K. (Pharmaceuticals)
AXA S.A. 61.9 19.05 –2.26 –40.5 –6.8
France (Full Line Insurance)
UBS 64.4 22.40 –2.52 –65.8 –49.8
Switzerland (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -0.01% -0.31% -1.9% -5.8% -5.6%
Merger Arbitrage 0.06% -0.43% 1.7% 0.6% 6.4%
Event Driven -1.80% -1.97% 1.7% 0.4% -0.6%
Distressed Securities -1.21% -0.65% -0.1% -4.9% -10.8%
Equity Market Neutral 0.58% 1.64% 1.8% 1.2% 0.2%
Equity Long/Short -1.10% 0.73% 8.2% 1.8% 10.0%

*Estimates as of 06/26/08, 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 1.03 102.64% 0.02% 1.32 0.64 0.88

Eur. High Volatility: 9/1 1.87 103.00 0.03 2.10 1.23 1.59

Europe Crossover: 9/1 5.29 104.37 0.07 5.96 4.00 4.78

Asia ex-Japan IG: 9/1 1.45 104.52 0.03 2.10 0.85 1.27

Japan: 9/1 1.27 104.30 0.02 1.61 0.65 0.99

 Note: Data as of June 26

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

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

BLUE CHIPS & BONDS
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E
VERY day, planes filled with
fresh flowers from Ecuador

and Colombia land at Miami In-
ternational Airport, where the
flowers are transferred to refrig-
erated trucks cooled to about 1
to 2 degrees Celsius. Two-person
teams of drivers race through
the U.S., stopping only to drop
off flowers at wholesalers.

The operation, designed to
get flowers from the South Amer-
ican highlands to American
flower shops as quickly as possi-
ble, was a better business before
fuel costs surged.

“Last year this time, we were
paying about $19 a box to bring
flowers to Miami,” says Victor
Giorgini, president of Miami-
based Equiflor Corp., which im-
ports more than 100 million roses
a year. “Right now we’re paying in
the neighborhood of $28. It’s hurt
us a lot—it’s eroding profits.”

Since the mid-1980s, U.S. busi-
nesses that rely on quick deliv-
ery for time-sensitive products—
from sushi restaurants to flower
shops to manufacturers that use
just-in-time delivery strategies—
have benefited from inexpensive
transportation costs. Now, with
oil closing at a record $140.21 a
barrel on Friday, those busi-
nesses are being hit hard.

Over time, the increasing ex-
pense of moving goods could
lead to a broad restructuring in
the way America conducts com-
merce. But for now, businesses
pinched by lower profits are just
looking for ways to survive:
from raising prices to forming
alliances with local producers.

The entire economy is a bit
like someone who bought a big
sport-utility vehicle at the begin-
ning of last year, when gasoline
cost around $2.25 a gallon, says
Morgan Stanley economist Rich-
ard Berner. Now the driver is
stuck with a gas guzzler he can’t
afford to unload yet.

Just as the SUV owner will
eventually switch to another car,
U.S. businesses will find ways to
cut their transportation bill. But
it will take time.

Indeed, low transportation
costs are a big part of what has
made globalization possible. “We
fly across the Pacific Ocean with
all these components,” says Mr.
Berner. “It’s still maybe profit-
able to do that, but the equation
has changed.”

Some of the fish that Denver-
based Sushi Den uses is shipped
from the Nagahama fish market
in southern Japan. In the past
three months, the cost of doing
that has risen 15%, says founder,
Yasu Kizaki. “We basically have
to pass on that increase to the
customers,” he says.

Bob Mosey, owner of Moseys’
Production Machinists in Ana-
heim, Calif., which makes ma-
chined components for aerospace,
laser, medical-technology and oil-
drilling equipment manufacturers,
also is feeling the effects of higher
transportation costs. Companies
that sell him metal have been slap-
ping on fuel surcharges. Mean-
while, his 10-year-old truck, which
he uses to deliver parts to local
customers, gets just six or seven
miles (9.7 to 11 kilometers) to the
gallon.

On the other hand, he says,
some U.S. manufacturers that
used to buy most of their compo-
nents from Asia—goods that
have become more expensive
due to the higher transportation
costs—now are more interested
in U.S.-made components. “I’m
hearing some customers still
waving the China flag,” says Mr.
Mosey. “I hear others saying,
‘We’re bringing stuff back.’”

For many other U.S. busi-
nesses, there is no upside. Timo-
thy Northrup’s company is one of
them. From his Northrup Gallery
in Oneonta, N.Y., he sells furniture—
both direct from the factory and
antique—mostly through eBay.

When the price of shipping
began to rise, he absorbed some
of the cost increases. Now he is
starting to pass them on to to
customers, who often blanch
when they hear how much they
will have to pay.

“Anything that has to get on a
truck and get somewhere, it’s go-
ing to affect the price and it has,”
he says. “I’ve lost deals because
the freight is just too high.”

B
USINESSES are doing what
they can to reduce costs. In

an effort to shave fuel use, U.S.
trucking firms have reset the
governors on their trucks to so
they can’t exceed a certain speed
and air-cargo carriers are wash-
ing plane engines more often.
But there are bigger changes yet
to come, thinks Rick Schwein, se-
nior vice president of Minneapo-
lis-based Grain Millers Inc.

“Our society has been built
on cheap energy, which means
low-cost transportation,” he
says. “We very possibly will en-
ter an era where we restructure
manufacturing distribution. As
opposed to large processing
plants distributing any type of
product nationwide, we’ll have
more regional processing centers
working on a smaller scale.”

Wheat millers already are be-
ginning to do that, he says, forg-
ing relationships with local farm-
ers and looking to distribute their
products closer to home. Grain
Millers, as one of only a handful
of oat millers operating nation-
ally, doesn’t have that luxury. The
company, however, is working
with trucking companies to en-
sure that when delivery trucks
bring them a load of raw oats,
they also leave with a load of
milled oats. That saves on fuel
costs by reducing the miles trucks
drive unloaded, or “deadhead.”

Lee Klass, an independent
trucker working out of Portland,
Ore., who says he will haul “any-
thing that doesn’t moo or cluck
or glow in the dark,” is using the
same tactic.

“There was a time I might
have gone 200 or 300 miles to
pick up a load,” he said. “I don’t
do that anymore.”

Early this week, Mr. Klass will
be hauling 20,000 pounds (9,000
kilograms) of potato chips just
over 1,000 kilometers from Sa-
lem, Ore., to Salt Lake City. His
1999 Freightliner gets six miles to
the gallon. At today’s diesel
prices, the fuel for the trip will
cost more than $650. Five years
ago, it would have cost a little
over $200.

Data point to ECB rate boost
By Roman Kessler

And Paul Hannon

FRANKFURT—Euro-zone infla-
tion continued to accelerate and con-
sumer and business confidence fell,
ahead of an expected move by the
European Central Bank to raise in-
terest rates.

Germany’s statistics office said
the country’s European Union-har-
monized consumer-price index
jumped 3.4% in June from a year ear-
lier, faster than May’s 3.1% increase.
Similar rises also were seen in
Spain, where inflation jumped to
5.1% from 4.7%, and in Belgium, to
5.8% from 5.2%.

Economists said country reports
suggest annual inflation in the euro
zone is now close to 4%, well above

the ECB’s medium-term target of
just below the 2%. If official figures,
due Monday, confirm those esti-
mates, economists say the ECB is al-
most certain to raise its key interest
rate Thursday to 4.25% from 4%.

A European Commission survey
released Friday said its overall mea-
sure of economic sentiment fell
more sharply than expected, to 94.9
in June from 97.6 in May. Before the
credit crunch erupted last summer,
the index stood at 110.4 in July.

With consumers becoming more
pessimistic about the economic out-
look and their own job prospects,
the measure of consumer confi-
dence fell to minus-17 from mi-
nus-15 in May, slightly weaker than
the minus-16 forecast by econo-
mists.

U.K. confidence plunges
Rising costs of fuel,
worries of slowdown
may crimp spending

By Kelly Evans

U.S. incomes, spending and sav-
ings got a huge boost from eco-
nomic-stimulus checks last month,
but Americans’ glum attitudes un-
derscore the risks facing the econ-
omy once the effects of those pay-
ments fade.

Personal incomes rose 1.9% in
May from April, as Americans re-
ceived some $48 billion in federal
stimulus payments, the Commerce
Department said Friday. The in-
crease is the largest since hurri-
cane-insurance payments boosted
incomes in September 2005. Stimu-
lus payments are scheduled to to-
tal $107 billion.

Inflation-adjusted disposable
incomes after taxes, which had
been stagnant in recent months,
jumped 5.3% in May, the biggest in-
crease since 1975. But excluding
the stimulus payments, incomes
were flat.

A welcome development for Fed-
eral Reserve policy makers was
lower-than-expected underlying in-
flation. The price index for per-
sonal consumption expenditures
rose 0.4% in May from the month
before, and was up 3.1% from a year
earlier. Core prices, which exclude
food and energy, rose just 0.1%, and
were up 2.1% from a year earlier,
slightly above the 1.5%-2% range
the Fed considers price stability.

Consumer spending rose 0.8%
last month, and after inflation
jumped 0.4%, the largest gain in
nine months. The increase was
stronger than economists ex-
pected, according to a survey, and
led some to boost estimates of sec-
ond-quarter gross domestic prod-
uct. On Thursday, the government
said GDP expanded at a 1% annual
pace in the first three quarter; ana-
lysts generally expect similar per-
formance in the second quarter.
Personal savings, meanwhile,
soared to 5% of disposable income
in May, compared with 0.4% in
April, as people put part of their
stimulus checks in the bank.

But the better-than-expected
growth in the first half may be off-
set by declining economic activity
in the months ahead as the last of
stimulus payments are spent.

Stimulus checks
spark spending,
saving in the U.S.

High fuel prices spread pain
in U.S. through transport costs

THE OUTLOOK n JUSTIN LAHART

ECONOMY & POLITICS

By Joe Parkinson

And Laurence Norman

LONDON—British consumers
are feeling gloomier than they have
in 18 years, indicating that con-
sumer spending could slow sharply
in the months ahead, according to a
survey by polling firm GfK NOP.

The survey’s headline measure
of consumer confidence fell to mi-
nus 34 in June from minus 29 in May—
its lowest level since March 1990,
when the U.K. was in a recession.

Economists surveyed by Dow
Jones Newswires were expecting
the measure to drop to minus 31.
The headline measure has plum-
meted since the credit crunch began

in August, when it stood at minus 4.
The drop in confidence reflects

worries about the global credit cri-
sis, falling U.K. house prices, rising
fuel and food costs and concerns
that the U.K. will follow the U.S. into
a significant slowdown, the polling
company said.

Meanwhile, Hometrack, which
specializes in providing research
and data on the residential property
market, said house prices fell 1% in
June from May. That compares with
a month-to-month decline of 0.5% in
May.

In the year to June, house prices
fell 3.2%, compared to a decline of
1.9% in the year to May, the com-
pany said.

It was the ninth straight month
of price declines, and the annual
drop in prices was the steepest
since September 2005.

The GfK NOP measures covering
the economic outlook for the next 12
months and the climate for major

purchases were at their lowest level
since equivalent records began—
and were even weaker than when
the U.K. was in the grip of its last re-
cession in the early 1990s.

“This month the index score con-
tinues to tumble and is almost at its
lowest level since the survey began
in 1974,” said Rachael Joy at GfK NOP.

“With rising inflation, gloomy
forecasts for interest rates and soar-
ing fuel, utility and food prices domi-
nating the front-page headlines, it’s
no surprise that confidence in the gen-
eral economy is in free-fall,” she said.

The decline in consumer confi-
dence lends weight to the argument
for a further cut in the Bank of Eng-
land’s key interest rate, which
stands at 5%, following three cuts
since December. However, Bank of
England Governor Mervyn King
stressed Thursday that the Mone-
tary Policy Committee’s mounting
concerns over rising inflation trump
fears of a consumer slowdown.

- Excess inventory or stock?

- Empty hotel rooms or airline seats?

We will pay up to full wholesale value.

Contact:
David Selikowitz
Active International
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www.activeinternational.com
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PF (LUX)-East Eu-Pca EU EQ LUX 06/25 EUR 421.33 –18.0 –6.7 15.5
PF (LUX)-Emg Mkts-Lca GL EQ LUX 06/26 USD 197.83 –14.3 3.5 25.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/26 USD 651.73 –11.2 4.8 25.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 06/25 EUR 113.47 –16.9 –22.1 –0.3
PF (LUX)-EUR Bds-Pca EU BD LUX 06/25 EUR 352.70 –2.4 –1.2 –1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 06/25 EUR 276.98 –2.4 –1.2 –1.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/25 EUR 128.54 –2.0 –1.9 –0.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/25 EUR 93.71 –2.0 –1.9 –0.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/25 EUR 135.16 –5.6 –10.9 –1.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/25 EUR 87.42 –5.6 –10.9 –1.6
PF (LUX)-EUR Liq-Pca EU MM LUX 06/25 EUR 132.34 1.9 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/25 EUR 98.85 1.9 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/25 EUR 488.07 –20.0 –26.9 –1.3
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/25 EUR 149.77 –18.7 –27.5 –4.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/25 USD 200.65 0.0 4.4 8.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/25 USD 143.07 0.0 4.4 8.7
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 06/25 USD 21.57 –11.3 –12.3 3.5
PF (LUX)-Gr China-Pca AS EQ LUX 06/26 USD 346.18 –19.1 –0.4 28.2
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/26 USD 329.78 –37.8 –7.7 22.8
PF (LUX)-Jap Index-Pca JP EQ LUX 06/26 JPY 12973.88 –8.7 –22.9 –4.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/26 JPY 12207.50 –8.9 –27.5 –10.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/26 JPY 11954.54 –9.2 –27.9 –10.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/26 JPY 6333.96 –8.1 –24.0 –10.8
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/26 USD 286.76 –10.1 0.0 21.8
PF (LUX)-Piclife-Pca CH BA LUX 06/25 CHF 781.69 –8.0 –10.7 –0.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/25 EUR 62.48 –18.7 –27.6 –3.9
PF (LUX)-Security-Pca GL EQ LUX 06/25 USD 97.87 –12.3 –13.7 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/25 EUR 537.52 –12.9 –25.2 1.0
PF (LUX)-Telecom-Pca OT EQ LUX 06/25 USD 114.76 –16.1 –5.6 13.5
PF (LUX)-US Eq-Ica US EQ LUX 06/25 USD 121.53 –5.6 –4.7 8.6
PF (LUX)-USA Index-Pca US EQ LUX 06/25 USD 105.04 –9.4 –10.7 4.3
PF (LUX)-USD Bds-Pca US BD LUX 06/25 USD 473.99 0.4 7.3 5.7
PF (LUX)-USD Bds-Pdi US BD LUX 06/25 USD 358.11 0.4 7.3 5.7
PF (LUX)-USD Liq-Pca US MM LUX 06/25 USD 128.92 1.5 3.5 4.3
PF (LUX)-USD Liq-Pdi US MM LUX 06/25 USD 86.90 1.5 3.6 4.3
PF (LUX)-Water-Pca GL EQ LUX 06/25 EUR 134.75 –13.7 –16.7 2.4
PF (LUX)-WldGovBds-Pca GL BD LUX 06/25 USD 151.47 2.9 13.9 7.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/25 USD 128.18 2.9 13.9 7.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 06/26 USD 12.48 –13.8 –16.1 –1.2
Japan Fund USD JP EQ IRL 06/27 USD 15.99 –5.0 –12.3 –3.5

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

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

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/26 EUR 795.44 –19.2 NS NS
Core Eurozone Eq B EU EQ IRL 06/26 EUR 915.09 NS NS NS
Euro Fixed Income A EU BD IRL 06/26 EUR 1204.15 –3.6 –4.0 –2.1
Euro Fixed Income B EU BD IRL 06/26 EUR 1273.92 –3.3 –3.4 –1.5
Euro Small Cap A EU EQ IRL 06/26 EUR 1449.44 –17.7 –33.0 –7.4
Euro Small Cap B EU EQ IRL 06/26 EUR 1538.45 –17.5 –32.6 –6.8
Eurozone Agg Eq A EU EQ IRL 06/26 EUR 741.04 –22.6 –28.8 NS
Eurozone Agg Eq B EU EQ IRL 06/26 EUR 1055.47 –22.4 –28.3 –3.3
Glbl Bd (EuroHdg) A GL BD IRL 06/26 EUR 1267.04 –2.0 –0.3 0.5
Glbl Bd (EuroHdg) B GL BD IRL 06/26 EUR 1331.42 –1.8 0.3 1.1

Glbl Bd A EU BD IRL 06/26 EUR 947.56 –6.0 –8.0 –5.6
Glbl Bd B EU BD IRL 06/26 EUR 999.78 –5.7 –7.5 –5.0
Glbl Real Estate A OT EQ IRL 06/26 USD 1134.59 –10.7 –16.8 2.3
Glbl Real Estate B OT EQ IRL 06/26 USD 1159.22 –10.5 –16.2 2.9
Glbl Real Estate EH-A OT EQ IRL 06/26 EUR 1022.79 –12.8 –21.4 –2.5
Glbl Real Estate SH-B OT EQ IRL 06/26 GBP 96.75 –11.9 –19.6 –0.4
Glbl Strategic Yield A EU BD IRL 06/26 EUR 1465.06 –2.0 –2.4 3.1
Glbl Strategic Yield B EU BD IRL 06/26 EUR 1553.58 –1.7 –1.8 3.7
Japan Equity A JP EQ IRL 06/26 JPY 16723.00 –10.1 –25.3 –7.6
Japan Equity B JP EQ IRL 06/26 JPY 17663.00 –9.8 –24.8 –7.1
Multi St Cash Plus EH-A GL EQ IRL 06/26 EUR 1019.76 0.8 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 06/26 USD 2230.48 –15.7 –7.3 16.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 06/26 USD 2358.46 –15.5 –6.8 17.5
Pan European Eq A EU EQ IRL 06/26 EUR 1080.45 –20.5 –26.6 –4.2
Pan European Eq B EU EQ IRL 06/26 EUR 1142.70 –20.3 –26.1 –3.6
US Equity A US EQ IRL 06/26 USD 1014.72 –12.5 –9.8 3.4
US Equity B US EQ IRL 06/26 USD 1076.71 –12.3 –9.2 4.1
US Small Cap A US EQ IRL 06/26 USD 1534.99 –10.6 –13.6 1.4
US Small Cap B US EQ IRL 06/26 USD 1629.64 –10.4 –13.1 2.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/26 SEK 94.20 –19.2 –30.2 –4.1
Choice Japan Fd JP EQ LUX 06/26 JPY 71.25 –9.9 –27.2 –9.4
Choice Jpn Chance/Risk JP EQ LUX 06/26 JPY 80.06 –10.5 –22.5 –4.3
Choice NthAmChance/Risk US EQ LUX 06/26 USD 5.04 –3.6 –1.6 9.0
Ethical Europe Fd EU EQ LUX 06/26 EUR 2.41 –21.2 –27.5 –2.5
Europe 1 Fd EU EQ LUX 06/26 EUR 3.43 –21.2 –27.7 –2.5
Europe 2 Fd EU EQ LUX 06/26 EUR 1.14 –21.3 –27.8 –2.7
Europe 3 Fd EU EQ LUX 06/26 GBP 3.96 –15.8 –15.1 4.2
Global Chance/Risk Fd GL EQ LUX 06/26 EUR 0.68 –13.9 –23.6 –4.4
Global Fd GL EQ LUX 06/26 USD 2.68 –9.2 –10.7 6.8
Intl Mixed Fd -C- NO BA LUX 06/26 USD 31.54 –5.3 –3.4 8.0
Intl Mixed Fd -D- NO BA LUX 06/26 USD 22.25 –5.3 –3.4 9.5
Nordic Fd NO EQ LUX 06/26 EUR 6.41 –13.5 –19.5 5.0
Wireless Fd OT EQ LUX 06/26 EUR 0.14 –23.8 –24.0 –2.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 06/26 USD 7.41 –18.5 –9.7 14.7
Currency Alpha EUR -IC- OT OT LUX 06/26 EUR 10.59 3.6 3.6 NS
Currency Alpha EUR -RC- OT OT LUX 06/26 EUR 10.55 3.3 3.0 NS
Currency Alpha SEK -ID- OT OT LUX 06/26 SEK 102.59 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 06/26 SEK 99.32 NS NS NS
Generation Fd 80 OT OT LUX 06/26 SEK 8.25 –12.7 NS NS
Nordic Focus EUR NO EQ LUX 06/26 EUR 85.99 –13.1 NS NS
Nordic Focus NOK NO EQ LUX 06/26 NOK 85.10 NS NS NS
Nordic Focus SEK NO EQ LUX 06/26 SEK 86.20 –13.4 NS NS
Russia Fd EE EQ LUX 06/26 EUR 11.53 –5.1 6.9 NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 06/26 USD 1.32 –18.5 –9.9 16.2
Choice North America Eq. Fd US EQ LUX 06/26 USD 2.13 –12.3 –13.2 2.7
Ethical Global Fd GL EQ LUX 06/26 USD 0.97 –11.6 –15.0 4.2
Ethical Sweden Fd NO EQ LUX 06/26 SEK 38.05 –14.6 –23.9 2.7
Europe Fd EU EQ LUX 06/26 USD 2.98 –15.9 –15.5 18.5
Global Equity Fd GL EQ LUX 06/26 USD 1.71 –9.5 –11.3 7.8
Index Linked Bd Fd SEK OT BD LUX 06/26 SEK 12.75 2.1 7.6 4.5
Medical Fd OT EQ LUX 06/26 USD 3.38 –12.2 –7.9 1.7
Short Medium Bd Fd SEK NO MM LUX 06/26 SEK 9.05 1.9 3.5 2.9
Technology Fd OT EQ LUX 06/26 USD 2.53 –11.2 –4.2 7.7
World Fd GL EQ LUX 06/26 USD 2.52 –5.8 –5.6 15.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/26 EUR 1.26 1.4 2.3 2.6
Short Bond Fd SEK NO MM LUX 06/26 SEK 21.38 1.9 3.5 2.9
Short Bond Fd USD US MM LUX 06/26 USD 2.47 0.8 3.1 3.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/26 SEK 10.18 –0.3 1.7 1.6
Alpha Bond Fd SEK -B- NO BD LUX 06/26 SEK 9.14 –0.3 1.7 1.6
Alpha Bond Fd SEK -C- NO BD LUX 06/26 SEK 25.53 –0.4 1.6 1.4
Alpha Bond Fd SEK -D- NO BD LUX 06/26 SEK 8.51 –0.4 1.5 1.4
Alpha Short Bd SEK -A- NO MM LUX 06/26 SEK 10.71 1.9 3.6 3.1
Alpha Short Bd SEK -B- NO MM LUX 06/26 SEK 10.04 1.9 3.6 3.1

Alpha Short Bd SEK -C- NO MM LUX 06/26 SEK 20.97 1.9 3.5 3.0
Alpha Short Bd SEK -D- NO MM LUX 06/26 SEK 8.72 1.9 3.5 3.0
Bond Fd EUR -C- EU BD LUX 06/26 EUR 1.21 –0.5 2.1 1.0
Bond Fd EUR -D- EU BD LUX 06/26 EUR 0.48 –0.5 2.1 1.0
Bond Fd SEK -C- NO BD LUX 06/26 SEK 37.77 0.0 1.9 1.4
Bond Fd SEK -D- NO BD LUX 06/26 SEK 11.33 0.0 1.9 1.4
Corp. Bond Fd EUR -C- EU BD LUX 06/26 EUR 1.16 –1.3 –1.1 –0.2
Corp. Bond Fd EUR -D- EU BD LUX 06/26 EUR 0.91 –0.8 –0.8 –0.2
Corp. Bond Fd SEK -C- NO BD LUX 06/26 SEK 11.99 –0.6 0.5 1.2
Corp. Bond Fd SEK -D- NO BD LUX 06/26 SEK 9.42 –0.4 0.7 1.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/26 EUR 95.81 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/26 EUR 95.78 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 06/26 SEK 97.77 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 06/26 SEK 901.48 NS NS NS
Flexible Bond Fd -C- NO BD LUX 06/26 SEK 19.99 1.3 2.7 2.6
Flexible Bond Fd -D- NO BD LUX 06/26 SEK 11.32 1.3 2.7 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 06/26 SEK 104.58 –1.5 –4.7 0.4
Global Hedge I SEK -D- OT OT LUX 06/26 SEK 95.57 –4.4 –7.4 –1.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/26 USD 2.94 –11.7 8.5 28.6
Eastern Europe Fd EE EQ LUX 06/26 EUR 3.25 –20.2 –22.8 13.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/26 SEK 25.83 –22.7 –28.8 3.0
Eastern Europe SmCap Fd EU EQ LUX 06/26 EUR 3.45 –17.5 –27.5 12.3
Europe Chance/Risk Fd EU EQ LUX 06/26 EUR 1329.13 –21.8 –27.8 –2.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 06/26 USD 22.54 –31.9 –10.8 28.7
Eq. Pacific A AS EQ LUX 06/26 USD 10.87 –21.5 –6.5 21.3

n SGAM Fund
Bonds CHF A CH BD LUX 06/26 CHF 25.88 –0.8 0.5 –0.5
Bonds ConvEurope A EU BD LUX 06/26 EUR 29.67 2.1 6.4 9.3
Bonds Eur Corp A EU BD LUX 06/25 EUR 21.38 –2.6 –2.7 –0.8
Bonds Eur Hi Yld A EU BD LUX 06/26 EUR 19.52 –7.9 –12.8 –2.1
Bonds EURO A EU BD LUX 06/26 EUR 36.62 –0.9 1.5 0.7
Bonds Europe A EU BD LUX 06/26 EUR 35.21 –1.5 0.0 0.2
Bonds US MtgBkSec A US BD LUX 06/25 USD 22.21 –12.0 –6.9 –1.1
Bonds US OppsCoreplus A US BD LUX 06/25 USD 31.54 0.2 6.4 5.1
Bonds World A GL BD LUX 06/26 USD 38.79 4.3 14.9 9.1
Eq. ConcentratedEuropeA EU EQ LUX 06/26 EUR 31.43 –22.1 –29.0 –5.6
Eq. Eastern Europe A EU EQ LUX 06/26 EUR 36.53 –17.1 –11.4 15.8
Eq. Equities Global Energy OT EQ LUX 06/26 USD 28.45 12.9 26.2 28.2
Eq. Euroland A EU EQ LUX 06/26 EUR 13.22 –23.5 –28.0 –4.1
Eq. Euroland MidCapA EU EQ LUX 06/26 EUR 24.66 –14.9 –25.1 –2.3
Eq. EurolandCyclclsA EU EQ LUX 06/26 EUR 21.01 –17.1 –17.1 3.8
Eq. EurolandFinancialA OT EQ LUX 06/26 EUR 13.74 –26.2 –34.5 –11.9
Eq. Glbl Emg Cty A GL EQ LUX 06/26 USD 11.86 –12.3 4.8 22.8
Eq. Global A GL EQ LUX 06/26 USD 32.48 –15.2 –16.5 1.3
Eq. Global Technol A OT EQ LUX 06/26 USD 6.24 –12.0 –17.3 –0.3
Eq. Gold Mines A OT EQ LUX 06/26 USD 29.80 –0.5 23.3 12.9
Eq. Japan A JP EQ LUX 06/26 JPY 1178.37 –11.0 –25.9 –8.4
Eq. Japan Sm Cap A JP EQ LUX 06/26 JPY 1357.63 –20.4 –37.6 –28.5
Eq. Japan Target A JP EQ LUX 06/27 JPY 1965.48 –2.9 –19.7 –8.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 06/26 GBP 12.69 –25.6 –31.3 –10.7
Eq. US ConcenCore A US EQ LUX 06/26 USD 23.68 –11.8 –8.3 0.2
Eq. US Lg Cap Gr A US EQ LUX 06/26 USD 19.60 –2.6 0.8 7.0
Eq. US Mid Cap A US EQ LUX 06/26 USD 35.89 –8.3 6.1 11.3
Eq. US Multi Strg A US EQ LUX 06/26 USD 26.64 –7.5 –10.3 2.0
Eq. US Rel Val A US EQ LUX 06/26 USD 24.51 –14.4 –24.0 –4.4
Eq. US Sm Cap Val A US EQ LUX 06/26 USD 21.55 –13.7 –23.7 –5.7
Eq. US Value Opp A US EQ LUX 06/26 USD 22.50 –11.7 –22.1 –6.7
Money Market EURO A EU MM LUX 06/25 EUR 26.53 2.0 4.2 3.7
Money Market USD A US MM LUX 06/26 USD 15.55 1.6 4.1 4.5

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

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

Central and Eastern European EUR EE EQ EST 06/27 EEK 190.02 –29.1 –38.0 –7.8
New Europe Small Cap EUR EE EQ EST 06/27 EEK 105.17 –24.5 –36.4 –3.0
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 06/27 JPY 13681.00 –18.4 –34.7 –14.7
YMR-N Japan Fund JP EQ IRL 06/27 JPY 14839.00 –14.7 –29.8 –7.7
YMR-N Low Price Fund JP EQ IRL 06/27 JPY 19904.00 –12.8 –28.5 –11.1
YMR-N Small Cap Fund JP EQ IRL 06/27 JPY 9748.00 –21.3 –38.4 –20.0
Yuki Mizuho Gen Jpn III JP EQ IRL 06/27 JPY 7579.00 –18.4 –30.3 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 06/27 JPY 8072.00 –16.9 –32.5 –15.2
Yuki Mizuho Jpn Exc 100 JP EQ IRL 06/27 JPY 10530.00 –15.9 –29.2 –12.4
Yuki Mizuho Jpn Gen JP EQ IRL 06/27 JPY 12674.00 –17.5 –32.9 –12.3
Yuki Mizuho Jpn Gro JP EQ IRL 06/27 JPY 9647.00 –21.8 –35.6 –16.3
Yuki Mizuho Jpn Inc JP EQ IRL 06/27 JPY 11807.00 –9.9 –27.7 –7.0
Yuki Mizuho Jpn Lg Cap AS EQ IRL 06/27 JPY 7816.00 –17.2 –29.4 NS
Yuki Mizuho Jpn LowP JP EQ IRL 06/27 JPY 15698.00 –13.3 –29.5 –11.8
Yuki Mizuho Jpn PGth JP EQ IRL 06/27 JPY 12629.00 –23.1 –32.6 –15.9
Yuki Mizuho Jpn SmCp JP EQ IRL 06/27 JPY 9739.00 –23.1 –37.9 –19.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 06/27 JPY 8113.00 –13.7 –27.8 –11.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 06/27 JPY 4270.00 –25.3 –47.8 –34.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 06/27 JPY 7355.00 –16.9 –29.1 –10.7
Yuki 77 General JP EQ IRL 06/27 JPY 9640.00 –16.1 –29.2 –10.0
Yuki 77 Growth JP EQ IRL 06/27 JPY 9688.00 –21.0 –34.7 –16.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/27 JPY 9874.00 –15.2 –32.5 –12.9
Yuki Chugoku Jpn Gro JP EQ IRL 06/27 JPY 8116.00 –19.5 –29.5 –11.2
Yuki Chugoku Jpn Inc JP EQ IRL 06/27 JPY 8066.00 –7.1 –21.4 –6.3
Yuki Chugoku JpnLowP JP EQ IRL 06/27 JPY 12409.00 –12.5 –28.6 –9.5
Yuki Chugoku JpnPurGth JP EQ IRL 06/27 JPY 7537.00 –13.9 –31.4 –11.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/27 JPY 10974.00 –14.6 –31.4 –11.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/27 JPY 7640.00 –13.3 –27.2 –9.1
Yuki Hokuyo Jpn Gro JP EQ IRL 06/27 JPY 6493.00 –19.2 –34.3 –16.3
Yuki Hokuyo Jpn Inc JP EQ IRL 06/27 JPY 7888.00 –6.4 –25.6 –7.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/27 JPY 8096.00 –16.6 –30.3 –11.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 06/27 JPY 7369.00 –17.4 –31.3 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/27 JPY 8190.00 –14.4 –32.2 –11.6
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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 ASPECT CAPITAL LIMITED WWW.ASPECTCAPITAL.COM
TEL: +44(0)20 7170 9700 FAX: +44 (0)20 7170 9701
Aspect Dvsfd USD GL OT CYM 06/25 USD 302.61 14.1 12.7 14.1
Aspect Euro Eqty USD OT OT CYM 06/13 USD 179.34 7.0 9.2 8.0
Aspect Global Curr USD GL OT CYM 06/20 USD 101.09 5.2 NS NS
Aspect Global Eqty USD OT OT CYM 06/20 USD 112.28 5.4 3.8 NS
Aspect Master USD OT OT CYM 06/13 USD 165.08 7.7 6.2 9.4

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 04/30 EUR 125.14 –3.4 1.4 2.5

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 06/20 USD 1790.95 0.6 20.4 17.6

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 06/19 EUR 258.96 1.2 4.0 5.3
Integrated Cash Dyn EUR OT OT CYM 05/30 EUR 101.53 0.7 1.8 3.6
Integrated Dir Trading EUR OT OT CYM 05/30 EUR 108.80 6.2 16.0 10.5
Integrated Emg Markets EUR OT OT CYM 05/30 EUR 99.29 –5.5 1.2 4.4
Integrated European EUR OT OT CYM 05/30 EUR 152.29 2.5 –0.9 3.2
Integrated Event Driven EUR OT OT CYM 05/30 EUR 107.36 0.1 2.2 8.7
Integrated Lg/Sh Sel F EUR OT OT CYM 05/30 EUR 99.87 –0.1 2.3 7.7
Integrated Lg/ShEqA EUR OT OT IRL 05/30 EUR 115.46 –1.9 0.0 5.0
Integrated MultSt B EUR OT OT VGB 05/30 EUR 140.36 0.6 3.8 5.9
Integrated Relative Value EUR OT OT CYM 05/30 EUR 99.23 –1.2 –0.5 4.6

n KEY ASSET MANAGEMENT (UK) LIMITED
Tel: +44 207 0166200 rmurray@keyhedge.com
Key Asia Hldgs, Inc. OT OT VGB 06/13 USD 234.83 –6.8 –4.8 3.0
Key Europe, Inc. EU EQ VGB 06/13 EUR 202.49 –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 06/13 USD 436.26 –2.0 NS NS
Key Recovery Fd Ltd. OT OT CYM 06/13 USD 177.05 –2.9 –2.5 5.5
KeyGblEmgMkts, Inc. GL EQ VGB 06/13 USD 589.68 –9.2 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 06/13 USD 751.83 –9.6 –5.4 –2.4
Antanta MidCap Fund EE EQ AND 06/13 USD 1825.27 0.7 25.7 27.5
Meriden Opps Fund GL OT AND 06/25 EUR 106.49 –5.0 NS NS
Meriden Protective Div GL EQ AND 06/23 EUR 74.83 –7.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 04/30 USD 1446.75 –2.5 4.1 6.5

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 06/26 USD 17.47 0.8 –7.1 NS

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 06/16 USD 4121.59 1.2 NS NS
Star Fund Ltd Inv GL BD BHS 06/16 USD 2841.88 7.1 NS NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 06/24 USD 71.20 49.5 38.1 24.6
Superfund GCT USD* GL EQ LUX 06/24 USD 3380.00 39.3 25.1 18.5
Superfund Gold A (SPC) GL OT CYM 06/24 USD 1167.97 32.9 NS NS
Superfund Gold B (SPC) GL OT CYM 06/24 USD 1347.61 43.9 NS NS
Superfund Q-AG* OT OT AUT 06/24 EUR 8222.00 27.2 22.4 16.6

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

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

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 06/20 EUR 152.21 7.5 14.9 6.9
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 06/20 USD 324.38 8.2 17.9 9.4

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

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

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

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

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

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

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

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

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

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

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.WSJ.com ] 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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