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Fear, rumors touched off

fatal run on Bear Stearns
NEWS IN DEPTH | PAGES 16-17

Bid for Anheuser may

leave bitter aftertaste
CORPORATE NEWS | PAGE 4

What’s News—

Business &3 Finance

Major banks are contributing
to the erratic behavior of the
London interbank offered rate,
reporting significantly lower
borrowing costs for the global
lending benchmark than what
other market measures suggest
they should be, a Wall Street
Journal analysis shows. Page 1

m Deutsche Post plans to trans-
fer DHL’s U.S. air-parcel deliver-
ies to UPS and cut its ground

capacity there by a third. Page 1

m The U.S. filed a WTO complaint
over EU tariffs on three kinds of
high-tech devices, saying a 1997
WTO treaty exempts them. Page 2

m EADS ex-CEO Noél Forgeard
was detained amid a probe into
alleged insider trading of the
Airbus parent’s shares. Page 6
m Airbus expects high fuel
prices to spur airlines to cancel
and defer jet orders but will stick
with plans to raise output. Page 6

m U.S. stocks advanced, amid a
report durable-goods orders fell
less than expected in April. Euro-
pean shares climbed. Pages 11, 20

m Exxon shareholders rejected
a proposal to create an indepen-
dent chairman, handing man-

agement a shaky victory. Page 3

m Atos ended its dispute with

its two largest shareholders af-
ter the French company’s chair-
man stepped down. Pages 4, 19

m Ford is looking to cut 2,000
white-collar jobs amid a slide in
U.S. truck sales. GM’s lead inde-
pendent director said the board
supports management. Page 6

m Burberry reported its fiscal-
year net rose 23% on a 17% rise
in sales and said it is sticking
to its expansion plans. Page 8

m German consumer prices rose
3% year to year in May, fueling
expectations for an acceleration
in euro-zone inflation. Page 11

m Bear Stearns will give docu-
ments to the SEC showing that
several financial titans cut their
exposure to Bear in the weeks
before its collapse. Pages 16, 21

Markets 4 p.m. T

NET PCT
MARKET CLOSE CHG CHG
DJIA 12594.03 +45.68 +0.36
Nasdaq 2486.70 +5.46 +0.22
DJ Stoxx 600 320.15 +2.96 +0.93
FTSE 100 6069.6 +11.1 +0.18
DAX 7033.84 +75.18 +1.08
CAC 40 4971.11 +64.55 +1.32
Euro $1.5632 -0.0090 -0.57
Nymex crude $131.03 +2.18 +1.69

Money & Investing > Page 19

World-Wide

Top oil producers are proving
unable to put more barrels on
world markets despite high
prices, in a trend that looks set
to continue. Rising profits have
fueled a boom in demand in the
Mideast, leaving less oil for ex-
port. At the same time, aging
fields and sluggish investments
have caused exports to drop
sharply in other nations. Page 1
m The U.K. will exempt about
30 North Sea crude-oil and nat-
ural-gas fields from some taxes
and approved the development
of two new oil fields. Page 3

m Oxford University is launch-
ing a drive to raise more money
from private donors, signaling
that Europe’s largely state-
funded universities are strug-
gling to cover costs. Page 2

m Serbian nationalists signed
a coalition agreement with Milo-
sevic allies to form the city gov-
ernment in Belgrade, likely en-
suring a right-wing mayor.

m Lebanon’s new president re-
appointed Siniora to head the
cabinet, despite reservations by
the Hezbollah-led opposition.

® A Sunni bloc suspended talks
on ending its boycott of Iraq’s
government, just as Maliki ar-
rived in Sweden for a U.N. con-
ference on progress in Iraq.

m Pakistan’s prime minister
urged the U.S. to increase its
economic and defense assis-
tance to help the newly elected
democratic government. Page 10

m Israel’s defense minister said
he will pull out of the govern-
ing coalition unless Olmert re-
signs amid a corruption scandal.

m Nepal’s Parliament voted to
make the world’s last Hindu
kingdom a republic. Page 12

m Diplomats meeting in Ireland
agreed on a treaty to ban cur-
rent designs of cluster bombs
and require the destruction of
stockpiles within eight years.

m A U.S. lawyer who is an ex-
pert on money laundering in the
ex-Soviet Union was charged
with drug smuggling in Belarus.

m South Africa will set up shel-
ters for displaced victims of re-
cent attacks on foreigners.

m A French court convicted
Michel Fourniret of killing
seven young women and sen-
tenced him to life in prison.

EDITORIALEOPINION

Get personal

Hillary’s only weapon against
Obama. Wonder Land column
Page 15

Banks help

an erratic b

Analysis by Journal
shows rates are lower
than market suggests

BY CARRICK MOLLENKAMP
AND MARK WHITEHOUSE

LONDON—Major banks are con-
tributing to the erratic behavior of a
crucial global lending benchmark, a
Wall Street Journal analysis shows.

The Journal analysis indicates
that Citigroup Inc., WestLB, HBOS
PLC, J.P. Morgan Chase & Co. and
UBS AG are among the banks that
have been reporting significantly
lower borrowing costs for the Lon-
don interbank offered rate, or Libor,
than what other market measures
suggest they should be. Those five
banks are members of a 16-bank
panel that reports rates used to cal-
culate Libor in dollars.

That has led Libor, which is sup-
posed to reflect the average rate at
which banks lend to each other, to
act as if the banking system was do-
ing better than it was at critical junc-
tures in the financial crisis.

Faced with suspicions by some

Please turn to page 31

In a reversal,

DHL taps UPS
for help in U.S.

By MIKE ESTERL
AND COREY DADE

When Germany’s Deutsche Post
AG tried to expand into the U.S. ex-
press-delivery market with its DHL
unit a few years ago, it ran a promi-
nent ad campaign boasting “Yellow
is the new brown,” a swipe at the
chocolate-colored United Parcel
Service Inc. delivery trucks that for
decades have been a feature on
American roads.

Since then, DHL has hemor-
rhaged billions of dollars in the U.S.
and has signed up few customers.
Wednesday, the deep-pocketed
former German mail monopoly sig-
naled a retreat, scaling back its am-
bitions and turning to archrival UPS
for help.

In a broad restructuring of its
flailing U.S. delivery business, Deut-
sche Post unveiled plans to transfer
DHL’s North American air-parcel de-
liveries to Atlanta-based UPS and
slash its network capacity on the
ground by about a third to stanch
the bleeding.

The overhaul represents a tacit
acknowledgment by Deutsche Post
that it can’t go it alone in the highly
competitive U.S. market, even as its
DHL unit enjoys market leadership
positions in Europe and Asia. It also
could herald more tie-ups between

Please turn to back page
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Shipping less

Net oil exports from the world’s top 15 exporters, which account for nearly
half of all the world’s supply, fell nearly one million barrels a day in 2007.

Net exports

in thousands of barrels a day

Net change
in exports

Country 2006 2007 in thousands of barrels a day
Saudi Arabia 8,525 7,923 -602
Russia 6,866 7,018
UAE 2,564 2,548
Norway 2,542 2,321
o dren o3 2098 o s
Kuwait 2,341 2,268
Nigeria 2,130 2,040
Venezuela 2,182 2,024
Algeria 1,842 1,862
o Angola 1379 1707 o — 328
Libya 1,530 1,552
Iraq 1,437 1,484
Mexico 1,711 1,456
Kazakhstan 1,144 1,193
Lo Gater 1032 ogon el
Total 39,688 38,705

Reasons for the export slump:

Boom in oil demand in Saudi Arabia
and across the Middle East...

...And aging fields and sluggish
investments in

Norway and = Mexico

231 3.85 3.78 371
) 183 200 214 L3 298 3.50
Saudi Arabia Exports in - 2.79
° -+ 2.57
demand in millions
millions of of barrels
barrels a day aday
2004 2005 2006 2007 2004 2005 2006 2007

Source: U.S. Energy Information Administration

Oil exporters are unable
to keep up with demand

By NEIL KING JR.
AND SPENCER SWARTZ

The world’s top oil producers
are proving unable to put more bar-
rels on thirsty world markets de-
spite sky-high prices, a shift that de-
fies traditional market logic and
looks set to continue.

Fresh data from the U.S. Depart-
ment of Energy show the world’s
top oil exporters last year shipped
2.5% less petroleum products than
in 2006, despite a 57% increase in
prices, a trend that appears to be
holding true this year as well.

There are several reasons be-
hind the net-export decline. Soar-
ing profits from high-priced crude
have fueled a boom in oil demand in
Saudi Arabia and across the Middle
East, leaving less oil for export. At
the same time, aging fields and slug-
gish investments have caused ex-
ports to drop significantly in Mex-
ico, Norway and, most recently, Rus-
sia. The Organization of Petroleum
Exporting Countries also cut pro-
duction early last year and didn’t
move to boost supplies again until
last fall.

In all, according to the Energy
Department figures, net exports
from the world’s top 15 suppliers,
which account for 45% of all produc-

tion, fell by nearly a million barrels
to 38.7 million barrels a day last
year. The drop would have been
steeper if not for heightened out-
put in less-developed countries
such as Angola and Libya, whose
economies have yet to become big
energy consumers.

For all the attention paid to Chi-
na’s increasing energy thirst, rising
energy demand in the Middle East
may pose the greater challenge.
Last year, the region’s six largest pe-
troleum exporters—Saudi Arabia,
United Arab Emirates, Iran, Kuwait,
Iraq and Qatar—curbed their out-
put by 544,000 barrels a day. At the
same time, their domestic demand
increased by 318,000 barrels a day,
leading to a loss in net exports of
862,000 barrels a day, according to
the U.S. Energy Information Admin-
istration.

Demand in the Middle East is a
major factor right now, said Adam
Robinson, an oil analyst at Lehman
Brothers in New York. Mr. Robinson
predicts that the region will consti-
tute more than 40% of increased de-
mand next year.

Saudi Arabia in particular has
become a major energy consumer
as the country pushes to put its oil
riches to greater use. The kingdom

Please turn to back page
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Oxford solicits donations

Fund-raising plan
signals fiscal stress
at European schools

BY JEANNE WHALEN

LONDON—Oxford  University
said it is launching a drive to raise
£1.25 billion ($2.47 billion) from pri-
vate donors in what it called the big-
gest-ever fund-raising campaign by
a European university.

The effort is one of the strongest
signals that Europe’s largely state-
funded universities are struggling
to cover their costs. Unlike in the
U.S., they don’t have a tradition of
alumni and others donating money
to universities, something Oxford
will need to change.

The British have traditionally
viewed university funding as the
government’s responsibility. Until
recently, British universities hadn’t
really carried out coordinated fund-
raising campaigns or held large-
scale fund-raising events such as
alumni reunions, which alumni have
generally organized themselves on a
small scale.

Oxford, a popular destination for
tourists with its Gothic spires and
grand courtyards, says a lack of pub-
lic funding leaves it unable to cover
its total teaching and research costs
each year. It has covered its shortfall
of about £150 million a year by tap-
ping Oxford University Press, which
the university owns.

The endowments at Oxford, Cam-
bridge and Britain’s other main uni-
versities pale next to those of their
U.S. rivals. Oxford and its colleges
have a current endowment of about
£3.4 billion. Harvard University’s en-

Poor relations

British university endowments
are far smaller than those of their
U.S. rivals. Figures in billions:

Harvard $34.9
Yale 22.5
Stanford 17.2
Princeton 14.8

Cambridge - 9.2%
Oxford [ 6.8+

*Converted to dollars at current rate
Source: the universities

dowment is $34.9 billion.

A key goal for Oxford and rival
Cambridge is to increase alumni con-
tributions. In a phone interview, Jon
Dellandrea, pro-vice-chancellor at
Oxford, said about 12% of Oxford’s
alumni, called “old members,” give
to the university, a percentage he
aims to double. By contrast, about
40% of Ivy League graduates donate
to their alma maters, Mr. Dellandrea
said. Yale University is currently try-
ing to raise $3 billion; Cornell Univer-
sity is trying to raise $4 billion.

Without U.S. levels of private
funding, British universities say
they find it harder to attract star
faculty and finance world-class re-
search. Emerging Asian universi-
ties are also stepping up the global
competition for the best faculty
and students.

Oxford plans to use the money to
augment scholarships for its 20,000
students, create new academic posts
and increase funding for current
posts and build new infrastructure.

Oxford’s fund-raising goal tops

the £1 billion effort Cambridge Uni-
versity announced in 2005. Cam-
bridge has raised more than two-
thirds of that money so far, Peter
Agar, director of development and
alumni relations, said in a phone in-
terview Wednesday. Oxford has dou-
bled its fund-raising staff of late to
about 125 and hosted its first alumni
reunion weekend last year.

In November, it opened an office
in Hong Kong to expand contacts
with alumni and other potential do-
nors in Asia. It is also stepping up
the work of Oxford’s New York of-
fice, which is already a major con-
tributor: about 25% of private gifts
to Oxford last year came from North
America, Mr. Dellandrea said. “The
point that’s been made by a couple
of now donors when we first talked
to them was, where have you been?
Where has the university been,
where has my college been?”

Cambridge, meanwhile, is in-
creasing its telephone and mail con-
tact with alumni, encouraging them
to make regular donations of £20 a
month. The university’s top brass
are also traveling more often to the
U.S., India and Hong Kong to raise
funds, says Mr. Agar.

“We want a much higher propor-
tion of alumni contributing, even if
only small amounts. We’ve still got
some ways to go to get to levels that
the Ivy League would normally ex-
pect,” he said.

Oxford says it has already raised
£575 million during the “prelaunch
phase” of the current campaign and
aims to raise at least another £675
million, for a total of £1.25 billion. Ox-
ford hasn’t set a time limit on the
campaign. Many universities quietly
gather initial donations before offi-
cially announcing a fund-raising
campaign because it helps motivate
others to give.
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U.S. brings suit against EU
on electronic-gadget tariffs

By JOHN W. MILLER

BRUSSELS—The U.S. filed suit
against the European Union over tar-
iffs on three kinds of popular high-
tech gadgets.

The EU taxes imports of set-top
boxes, used to convert outside sig-
nalsinto sound and images on a tele-
vision; flat computer screens; and
so-called multifunctional appli-
ances such as printer-fax machines.
U.S. companies such as Hewlett-
Packard Co. and American trade offi-
cials say those goods should be cov-
ered under a1997 World Trade Orga-
nization treaty that guarantees tar-
iff-free access for all information-
technology products.

Though the U.S. and EU recently
pledged to patch up trade differ-
ences, the case, filed with the WTO
in Geneva, is likely to add tension to
continuing trans-Atlantic disputes,
including fights over subsidies for
airplane makers, U.S. tax credits for
biodiesel and U.S. chicken exports.

EU imports of the three high-

tech products totaled $11 billion last
year. It isn’t clear exactly how many
U.S. products are affected by the
higher duties, according to a spokes-
man for Hewlett-Packard. “That
doesn’t matter,” said Robert Nov-
ick, a lawyer representing the U.S.
technology industry. “The EU is
clearly...taxing products covered un-
der” the 1997 Information Technol-
ogy Agreement, meant to spur glo-
bal high-tech innovation. The EU
says the products aren’t covered un-
der the 1997 deal and shouldn’t be
considered truly high-tech because
they compete with traditional me-
dia. For example, EU officials say,
flat screens can be used as TV sets.

The case also highlights the com-
plexity of modern supply chains.
Though U.S. companies design and
sell most of the products affected by
the tariffs, they make them in Asia.
Unless the EU and U.S. reach a com-
promise, a WTO panel will rule on
the dispute in about nine months. It
could order the EU to withdraw the
tariffs or face U.S. trade sanctions.

CORRECTIONS & AMPLIFICATIONS

Vietnam’s dong currency is
still limited to rising or falling 1%
around the official daily rate
against the U.S. dollar. An Econ-
omy & Politics article Wednesday
incorrectly said the central bank
doubled the currency’s daily trad-
ing band. In addition, a statement
from Nguyen Quang Huy, director
of the central bank’s foreign-ex-
change management department,
said the exchange rate “continues
to be managed in a stable direc-
tion, with the level of fluctuation
in 2008 at plus and minus 2% as ap-
proved by the prime minister.” The
article incorrectly translated the
statement as saying that the cen-
tral bank had adjusted the rate to
plus- or minus-2%.

Japan allows the yen to float
freely, South Korea occasionally in-
tervenes in currency markets and

North Korea sets official exchange
rates for its currency. A map that ac-
companied a Money & Investing arti-
cle Tuesday about currency pegs in-
correctly identified the three coun-
tries as nations with heavily man-
aged currencies that investors ex-
pect to strengthen.

A possible cost of carbon allow-
ances could be $25 per metric ton of
emissions. A May 20 Corporate
News page article about carbon
caps and nuclear power incorrectly
gave the value as $25 per million
metric tons of emissions.

A Money & Investing article on
May 22 about say-on-pay proposals
at Wall Street firms used executive-
compensation figures compiled by
Standard & Poor’s ExecuComp. The
article didn’t give the full name of
the source of the data.
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Reuters

Environmentalists protested against Exxon outside its shareholders meeting. The
Rockefeller family’s push for an independent chairman didn’t win enough votes.

Exxon wins shaky victory
in vote on splitting top jobs

BY RUSSELL GOLD

Exxon Mobil Corp. sharehold-
ersrejected aproposal to create an
independent chairman, handing
management a shaky victory but
not the strong vote of confidence
they sought.

At the Irving, Texas, oil compa-
ny’s annual meeting, 39.5% of share-
holders voted to create an indepen-
dent chairman, almost exactly the
40% margin the proposal received
last year.

Rex Tillerson holds both the
chairman and chief executive jobs.
Exxon management opposed the
proposal, stating that “there is no
single best organizational model
that would be most effective in all
circumstances.”

The issue, which has been on
the Exxon proxy for several years,
gained considerable attention in
recent weeks when members of
the Rockefeller family said they
were supporting the measure. Fif-
teen members of the family, de-
scendents of John D. Rockefeller,
the founder of Exxon-forerunner

Standard Oil, signed on as either
filers or co-filers of this and other
proxy proposals related to global
warming and alternative fuels.
Other measures they supported
received support from numerous in-
stitutional investors, including
state pension funds. A proposal to
require Exxon to set goals to reduce
greenhouse-gas emissions received
30.9% of the vote. Another requiring
Exxon to do set a policy to increase
support for renewable-energy re-
search received 27.4% of the vote.
While the proposals didn’t gar-
ner a majority of the vote, members
of the board of directors were
warned that some shareholders
would keep an eye on them. A dep-
uty to California Controller John
Chiang said at the meeting that she
wanted to see the board do a better
job of overseeing management and
developing an alternative-fuels
strategy. If not, she warned, Mr.
Chiang’s support for current direc-
tors could end. Mr. Chiang is a
trustee of the California Public Em-
ployee’s Retirement System, the
largest public pension in the U.S.

U.K. cuts taxes on oil fields,
opens areas to development

BY LAURENCE NORMAN
AND JAMES HERRON

LONDON—The British govern-
ment, pressed for solutions to soar-
ing fuel prices, said it will exempt
about 30 existing North Sea crude-
oil and natural-gas fields from some
taxes and approved the develop-
ment of two new North Sea oil
fields, which could begin produc-
tion in early 2009.

But the measures, announced as
U.K. Prime Minister Gordon Brown
and Chancellor of the Exchequer
Alistair Darling met with U.K. oil-in-
dustry executives to explore ways
to increase oil and gas production,
seemed unlikely to significantly al-
ter Britain’s fuel-price problems.

The British government, like oth-
ers in Europe, has come under fire
in recent weeks from groups that
are severely affected by high fuel
prices. Tuesday, transport compa-
nies sent hundreds of trucks into
London to protest high fuel prices,
while French President President
Nicolas Sarkozy urged countries in
the European Union to consider cap-
ping fuel taxes.

The measures adopted by the
British yesterday will do little to
ease those concerns.

Tax changes to certain North Sea
production operations will allow
new oil and gas fields to be carved
from unprofitable parts of 30 exist-
ing fields. This potentially will add
20,000 barrels a day of new produc-
tion at the fields’ peak, the Depart-
ment of Business, Enterprise and
Regulatory Reform said in a state-
ment.

U.K. oil fields produced about 1.5
million barrels of oil a day in 2007,
according to government figures.

The 30 fields will be exempted
from the Petroleum Revenue Tax,
which is levied at 50% of cash flow
after capital expenditures and oper-
ating costs on oil produced in the
North Sea above a specific allow-
ance for each field. It applies only to
fields that received development
consent before March 1993.

The U.K. Secretary of State for
Business, John Hutton, also gave ap-
proval to Petrofac Ltd. for the devel-
opment of the West Don and Don
Southwest fields in the North Sea.

Windows 7: a sneak peek

New Microsoft system
with touch screen
exposes Vista’s flaws

BY ROBERT A. GUTH

CARLSBAD, California—Mi-
crosoft Corp. offered a glimpse of the
next version of its Windows operat-
ing system, demonstrating a touch-
screen technology that could spawn
anew class of personal computers in
coming years.

But the demonstration, coming at
least 20 months before the software
is expected to be released, also high-
lights the perception that the current
version of the Microsoft software,
Windows Vista, isn’t living up to the
company’s expectations.

The new technology, which Mi-
crosoft calls multitouch, allows a per-
son to use fingers to manipulate soft-
ware through a touch-sensitive dis-
play screen, similar to those used on
Apple Inc.’s iPhone.

A key feature of the Microsoft
technology allows for multiple
touches simultaneously; for instance,
dragging five fingers across a screen
would draw five separate lines.

Microsoft executives said the
touch technology would be well-
suited for editing digital photos and
navigating Internet-mapping ser-
vices. They demonstrated the soft-
ware Tuesday at the D: All Things Dig-
ital conference here.

Details about the software, infor-

mally called Windows 7, have been
sparse. Microsoft executives re-
mained tight-lipped about other de-
tails, including exactly when it will
go on sale. They would say only that
their goal is to begin selling Win-
dows 7 around three years after the
launch of Windows Vista—or about
January 2010.

In an interview, Microsoft Senior
Vice President Steven Sinofsky said
the company is on track to deliver
the software then.

Any details that emerge about
the next version of Windows are
closely watched because the soft-
ware generates Microsoft’s largest
single source of revenue and profit
and because a host of PC makers and
software companies depend on it
for their products.

By showing a feature of the prod-
uct now, Microsoft risks diverting at-

tention from Windows Vista, which
though it has sold well, has received
lackluster reviews. Microsoft execu-
tives have repeatedly pointed to
2008 as an important year for corpo-
rate adoption of Vista, yet many
businesses say they aren’t ready to
make the move.

Mr. Sinofsky expressed confi-
dence that the development process
he is following will assure that Win-
dows 7 arrives on schedule with new
features such as multitouch intact.

Over the years, the complexity of
Windows has grown, making the cre-
ation of new versions a monumental
and risky endeavor.

Windows Vista, which went on
sale in January 2007 after several de-
lays, took five years to make, years
longer than expected. Microsoft says
that as of March 31, it had sold 140
million Vista licenses.

Dow Chemical to raise its prices

By CHRISTOPHER HINTON

Dow Chemical Co., citing the
crush of rising energy costs, said it
will raise prices on its products by as
much as 20% beginning June 1.

The company makes ingredients
used in paints, textiles, glass, packag-
ing, pesticides and cars, and any siz-
able price jump would likely affect a
wide range of industries.

The Midland, Michigan, chemical
company also criticized government
inaction for the current “energy cri-

sis,” saying a lack of leadership in
Washington, D.C., is harming Ameri-
ca’s manufacturing sector.

“The government’s failure to de-
velop a comprehensive energy pol-
icy is causing U.S. industry to lose
ground when it comes to global com-
petitiveness,” said Chief Executive
Andrew Liveris.

For 2008, Dow Chemical said it ex-
pects to spend about $32 billion on en-
ergy and hydrocarbon-based chemi-
cal feedstocks. By comparison, those
costs totaled $8 billion in 2002.

BENTLEY MOTORS

BREITLING for BENTLEY

www.breitlingforbentley.com




4 THURSDAY, MAY 29, 2008

THE WALL STREET JOURNAL.

CORPORATE NEWS

AUTOMOBILES

HOTELS

ENERGY

Sanyo to start production
of lithium-ion batteries
ﬁ—-—-q S ANYO Electric

Co. plans to start

mass-producing
lithium-ion batteries
used in automobiles
by the end of next
year, throwing its hat
into the ring in the
promising next-genera-
tion automobile-bat-

tery business.

The Japanese company also agreed to jointly de-
velop the batteries in conjunction with Volkswagen
AG for use in the German auto maker’s Audi-brand
vehicles. Mitsuru Honma, executive vice president
at Sanyo, said the advanced battery has about a
25% longer life than the company’s mainline nickel-
metal hydride battery and weighs about half as
much. —Yoshio Takahashi

Many rooms are available
during Beijing Olympics

HE HOTEL-
I ROOM crunch
that was pre-

dicted for the Beijing
Olympics doesn’t seem
to be happening, said
Zhang Huiguang, direc-
tor of Beijing’s Tour-
ism Bureau. She said
about 500,000 foreign-
ers are expected for the Games, a figure Beijing offi-
cials have long been predicting.

Only 77% of capacity at Beijing’s five-star hotels
has been booked for the Aug. 8-24 Games. The four-
star hotel rate is 44%, she said, adding the rate is
even lower for three- and two-star facilities.

One reason could be China’s crackdown on visa
procedures. Also, prices are rising, Ms. Zhang said.
—Associated Press

(rermany looks at pricing
in gasoline, diesel markets
| ERMANY’S Federal Car-
 (idne i
_ - g 2l

and diesel markets to “iden-
| competition,” including price-
1

tify possible distortions of
fixing.

The office said the probe
follows “numerous com-
: plaints from consumers and
[ : .
. TP | independent gas-station oper-

ators.” It said five companies—

Royal Dutch Shell PL.C, BP PLC, ConocoPhillips, Exxon
Mobil Corp. and Total SA—account for about 73% of
gasoline and diesel sales in Germany, but said individ-
ual companies aren’t targeted. A spokeswoman for
Exxon Mobil’s German operations said the company
hasn’t been officially notified. Shell, BP, ConocoPhil-
lips and Total weren’t available. —Jan Hromadko

an InBev overcome Anheuser resistance?

Workers, politicians
in U.S. could derail
deal for King of Beers

By DAviD KESMODEL,
MATTHEW KARNITSCHNIG
AND JOHN W. MILLER

about the prospect of InBev

NV’s buying Anheuser-Busch
Cos., but it could be a lot harder for
the Belgian company to swallow the
King of Beers than many imagine.

A host of factors could derail a
bid: the cultural differences be-
tween the two brewers; potential un-
rest from Anheuser employees and
distributors; and even protests by
politicians over foreign ownership
ofa U.S.icon during an election year.

“We would like to see it remain
an American company,” says Team-
sters Vice President Jack Cipriani,
who is director of the union’s
brewer and soft-drink workers’ con-
ference. “It doesn’t seem that em-
ployees fare well when foreign suit-
ors buy American breweries.”

The union, which represents
about 7,500 of Anheuser’s 30,000
employees, could turn to its own po-
litical ally: Illinois Sen. Barack
Obama, the likely Democratic presi-
dential nominee whom the union en-
dorsed earlier this year.

InBev, the maker of Labatt Blue
and Beck’s, is studying a possible
takeover bid, people familiar with
the matter say. Anheuser’s manage-
ment is cool to the idea of any deal
with InBev, people close to the St.
Louis brewer say, which could re-
quire InBev to pay a hefty premium.
A deal probably would top $45 bil-
lion, or $63 a share, analysts say. An-
heuser shares were at $55.32, down
2.5%, Wednesday afternoon on the
New York Stock Exchange. In Brus-
sels, InBev shares closed at €48.26
($75.74), up 2.7%.

Wall Street analysts say An-
heuser is likely to strenuously resist
any approach by InBev, whether
friendly or hostile, which in turn
could raise the price for the maker
of Budweiser to as much as $70 a
share. Anheuser and InBev declined
to comment.

INVESTORS HAVE BEEN giddy

If the price went that high, InBev
would need to wring steep cost cuts
out of Anheuser to make the combi-
nation financially viable, possibly
slashing expenses by more than $1
billion over a few years. That could
mean sharp reductions in Anheus-
er’s marketing budget and large
numbers of layoffs, analysts say.

Unsolicited offers are never easy
to pull off. Two recent cases—Mi-
crosoft Corp.’s pursuit of Yahoo Inc.
and Electronic Arts Inc.’ offer for
Take-Two Interactive Software
Inc.—have run into difficulty. The
boards of both companies are hold-
ing out for more money.

Though Anheuser’s board of di-
rectors has been loyal to the Busch
family, the board also includes inde-
pendent directors with records as
deal makers, including former AT&T
Inc. Chief Executive Edward E. Whi-
tacre Jr. and former J.P. Morgan
Chase & Co. Chairman Douglas A.
Warner III. Their presence, coupled
with shareholder pressure to accept
an offer at a high premium, could
help InBev overcome board opposi-
tion if it decides to pursue a deal.

InBev, the world’s second-larg-
est brewer by volume after SAB-
Miller PLC, is no stranger to buying
companies and then making deep
cost cuts. That approach could be
risky at Anheuser, a 150-year-old
company whose success has been
built partly on paying top dollar for

L
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everything from malted barley to
television ads.

Anheuser thinks “if it’s good to
send one marketing person to a
meeting, it’s even better to send
five,” says Harry Schuhmacher, edi-
tor of the industry newsletter Beer
Business Daily.

Bill Pecoriello, an analyst with
Morgan Stanley, says if InBev
slashed Anheuser’s marketing bud-
get, it could hurt sales of its big U.S.
brands, such as Bud Light and Miche-
lob Ultra. Unlike those of many de-
veloping countries where InBev op-
erates, the U.S. beer market is grow-
ing slowly, and competition is bru-

tal, he adds. That means marketing
dollars spent on billboards, bar post-
ers or store displays can be crucial
to wooing drinkers.

Carlos Brito, chief executive of In-
Bev, of Leuven, Belgium, is an ag-
gressive cost cutter who may be will-
ing to take his chances with An-
heuser.

“They look at Anheuser-Busch
and they see a lot of waste,” says
Marc Leemans, an analyst with
Bank Degroof. “Their focus...will be
to get rid of the fat.”

InBev’s tough approach with its
unionized work force in Belgium
has triggered protests and strikes

over longer work hours, layoffs and
plans to shut one of its main brewer-
ies. The company’s response has
been to seek compromise, except in
the area of cutting jobs. InBev has
laid off more than 350 people in five
European countries since 2004.

Marianne Amssoms, an InBev
spokeswoman, said Tuesday that the
total number employed by InBev has
risen over the years. She also said
the company “never fails to support
our leading brands in a way that ben-
efits the consumer.” InBev is more ef-
ficiently managed than Anheuser,
says Anant Sundaram, a finance pro-
fessor at Dartmouth College in the
U.S. InBev’s operating margin is 27%,
compared with 17% for Anheuser.

In an election year, the transac-
tion could become a political flash
point. The economic slowdown and
job losses have prompted candi-
dates to question unfettered free
trade and outsourcing. A takeover
of the biggest U.S. brewer could lead
to a popular outcry.

To blunt political opposition, In-
Bev might try to make a takeover
more palatable, such as by naming
the new company Anheuser-Busch
or putting members of the Busch fam-
ily on the board. A combination of In-
Bev and Anheuser would be unlikely
to raise antitrust concerns because
InBev has a tiny share of the U.S. mar-
ket and Anheuser imports and mar-
kets about 20 of InBev’s brands.

Chairman’s exit ends Atos battle with holders

BY GERALDINE AMIEL

PARIS—Atos Origin SA and its
two largest shareholders, invest-
ment funds Centaurus Capital Ltd.
and Pardus Capital Management
PLC, Wednesday ended their fight
over Atos’s management and strat-
egy after Chairman Didier Cherpitel
stepped down.

Jean-Philippe Thierry, chairman
and chief executive of French insur-
ance company AGF Holding and a
member of Allianz SE’s management
board, will succeed Mr. Cherpitel.

Pardus and Centaurus, which hold
acombined stake of more than 23% in
the French information-technology-

services company, have been at log-
gerheads with management for
months and have been seeking to oust
Mr. Cherpitel and nominate their own
candidates to the supervisory board.

In ajoint statement, Atos and the
funds said they reached an agree-
ment “in the best interest of the
company, its employees, its clients,
and all stakeholders.”

Atos’s annual general meeting
was adjourned last week amid a dis-
pute over the votes of the company’s
employee shareholding fund.

Atos and the funds said they
agree to “support, recommend and
vote” in favor of a nine-member su-
pervisory board structure, made up

of seven independent members and
one representative each for Pardus
and Centaurus. The board’s struc-
ture will be submitted for share-
holder approval at the rescheduled
annual general meeting June 12.
Centaurus and Pardus have com-
mitted to vote in favor of all resolu-
tions recommended by management
at the rescheduled meeting. They
will get four supervisory board mem-
bers, compared with the five they
had been seeking before one of their
nominees, exited from the running
last week. Atos had come out against
the funds, saying if they wanted to
take control of the company they
should pay an acquisition premium.

Mr. Thierry is chairman of the su-
pervisory board of Euler Hermes SA
and Mondial Assistance and a direc-
tor of PPR SA and investment com-
pany Eurazeo, in a nonvoting capacity.

Atos said it will create a strategic
committee “...to examine, in close co-
operation with the management
board, all investments and strategic
options available to the company in or-
der to maximize shareholder value.”
The funds had been pushing for the
company to launch a strategic review.

“Adding another three weeks of
battle was not the right way for the
company, and especially our custom-
ers,” said Atos Chief Executive Phil-
ippe Germond in an interview.
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EADS probe gains speed

Ex-chief Forgeard
questioned by police
in trading inquiry

BY DAVID GAUTHIER-VILLARS

PARIS—A criminal investiga-
tion into possible insider trading
at Airbus parent European Aero-
nautic Defence & Space Co. gath-
ered speed Wednesday as French
police took the company’s former
co-chief executive into custody for
questioning.

Noél Forgeard, who stepped
down as the company’s co-CEO in
July 2006, was detained and inter-
rogated by financial police, the
Paris prosecutor’s office and peo-
ple close to Mr. Forgeard said.

As of late Wednesday, magis-
trates looking into the case had yet
to decide whether to put
Mr. Forgeard under formal investi-
gation or to release him without
pressing charges. Mr. Forgeard has
denied any wrongdoing.

Other former or present EADS
executives are scheduled to be
questioned by police in the coming
weeks, the Paris prosecutor’s of-
fice said. EADS declined to com-
ment.

French judicial authorities are
trying to determine how much cur-
rent and former EADS executives,
board members and shareholders
knew about profit-damaging prob-
lems associated with the compa-

Noél Forgeard

W Born in 1946

m Graduated
from French
engineering
schools
Polytechnique
and Ecole des
Mines
m 1986-1987: Advisor to Prime
Minister Jacques Chirac

m 1988-1997: Head of Lagardere
defense operations

| 1998-2005: Airbus chief executive

m 2005-2006: EADS co-chief
executive

ny’s A380 double-deck and A350
long-haul planes when they sold
shares or exercised stock options
between November 2005 and
March 2006.

EADS shocked investors in June
2006 when it said that Airbus’s
A380 program was plagued with de-
lays and cost overruns. The disclo-
sure sent EADS shares down 26% in
one day.

Soon before that, in April,
French media group Lagardeére
SCA and German auto maker Daim-
ler AG announced decisions to sell
part of their EADS stakes. In
March, Mr. Forgeard had exercised
stock options valued at €2.5 mil-
lion ($3.9 million).

In a recent newspaper inter-
view, Mr. Forgeard said he was “in-

nocent” but added that “judging by
the unfair fallout, I think after-
wards that it would have been bet-
ter if I had not done it.”

France’s stock-market watch-
dog, which is conducting a parallel
investigation in the case, last
month filed insider-trading charges
against Lagardére and Daimler as
well as against Mr. Forgeard and 16
other former and present EADS and
Airbus executives.

Officials at Lagardére and Daim-
ler said they had received notifica-
tion of the charges and were confi-
dent they would be dismissed. “We
are confident that we will fully re-
buff the accusations,” a spokes-
woman for Daimler said Wednes-
day.

A person close to Mr. Forgeard
said the former EADS executive
would respond to the regulator’s
charges by a July 31 deadline.

Mr. Forgeard, 61 years old,
joined Airbus in 1998 when the air-
craft maker was still a consortium
run by the French, German, British
and Spanish governments. He pre-
sided over Airbus’s transformation
into a full-fledged corporation and,
in 2005, became co-chief executive
officer of EADS with Thomas End-
ers, now head of Airbus.

The French government owns
15% of EADS, while Lagardeére owns
7.5%, having forward-sold an addi-
tional 7.5%. Under a 2000 pact, the
French interests are combined into
a single holding company. Daimler
is EADS’s single largest share-
holder, with a 22.5% stake.

Airbus sees oil affecting jet orders

By DANIEL MICHAELS
AND KIRSTEN BIENK

BERLIN—Airbus expects high
fuel prices to prompt airlines to can-
cel and defer jetliner or-
ders, but the European
plane maker is sticking
with plans to increase pro-
duction, the company’s 14
head of sales, John Leahy, |, ;
said here Wednesday at an
air show.

Such cancellations
would most likely affect
the company’s strong-sell-
ing single-aisle models,
Mr. Leahy said. Airbus, a
unit of European Aeronau-
tic Defence & Space Co., now deliv-
ers 34 single-aisle aircraft a month.
By the end of 2009, the company
plans to increase production to 40

5

John Leahy

planes a month. That would be the
highest sustained production level
ever for a jetliner.

JetBlue Airways Corp. of the U.S.
and Australia’s Qantas Airways Ltd.
this week announced defer-
rals of Airbus orders due to
soaring fuel prices. Mr.
Leahy said such announce-
ments came as little sur-
prise and were figured into
Airbus production plans.

“We had anticipated can-
cellations and delays of or-
ders,” Mr. Leahy told report-
ers. “They will have no im-
pact on our [production]
rate increase.”

Mr. Leahy noted that
some markets are being hit particu-
larly hard—such as the U.S., where
rising fuel prices are squeezing car-
riers, and India, where intense com-

petition is making airlines unprofit-
able.

Mr. Leahy predicted carriers
around the world will adapt to ris-
ing costs by grounding older, less
fuel-efficient aircraft and either can-
celing or deferring orders.

But he said Airbus has more or-
ders than it can fill for its A320-fam-
ily of single-aisle planes, even at a
production level of 40 planes a
month. Demand from robust mar-
kets such as China and the Middle
East means that Airbus still isn’t be-
ing forced to discount planes dra-
matically to close deals, Mr. Leahy
said.

“Pricing continues to firm up” af-
ter three years of record demand,
Mr. Leahy said. He added that profit
margins are increasing on Airbus’s
older models, such as the A320 fam-
ily, as production levels rise.

Sony unveils a glass speaker system

BY YUKARI IWATANI KANE

TOKYO—Sony Corp. unveiled a
high-end speaker system Wednes-
day that consists of a long tube of
glass, through which sounds are vi-
brated out.

While speakers usually need to
be placed strategically throughout a
room to create a surround-sound en-
vironment, the Japanese consumer-
electronics company said its latest
product, called Sountina, can de-
liver sound throughout a room
equally to people, who are sitting or
standing, regardless of its location.

Sony is looking for new ways to
expand its business. The audio divi-
sion has been trying to come up

with ways it can eliminate the tradi-
tional bulky, rectangular speakers
that usually flank televisions and
stereo systems. In addition to the
Sountina, the company last week un-
veiled a golf-ball-size speaker that
has the power of larger models, but
weighs just 70 grams. Sony also
sells a television stand with speak-
ers embedded in it.

Sony said Sountina, meant to
convey a combination of “sound”
and “fountain,” is the result of three
years of development. It relies on a
new technology that vibrates sound
up a one-meter-long glass tube,
which then projects it out horizon-
tally. The aluminum base of the
speaker includes midrange and sub-

woofer speakers to create a fuller
range of sound.

The speaker, which will be priced
at about $10,000, first will be of-
fered in Japan next month. Though
Sony also may make the speaker
available in the U.S. and in Europe,
the company said its main target is
superwealthy consumers in mar-
kets like Brazil, Russia and the Mid-
dle East.

Sony said it expects to sell a few
hundred of the speakers in its first
year. They can be used in homes but
are more likely to be used in public
spaces, like restaurants and hotels.
Sony said one Sountina speaker has
enough power for a banquet room
of 300 people.

Ford will cut 2,000 jobs

as sales of trucks slump

BY JEFF BENNETT

DETROIT—Ford Motor Co. is look-
ing to cut about 2,000 white-collar
jobsintheU.S., aperson familiar with
the matter said, in reaction to the
deep downturn in truck sales squeez-
ing Detroit auto makers as well as
some of their non-U.S. competitors.

The news of job cuts comes less
than a week after falling truck sales
prompted Ford to announce it
doesn’t expect to meet its goal of re-
turning to profitability in 2009. The
company, which depends on pickup
trucks and sport-utility vehicles for
most of its profit, also outlined dra-
matic cuts in truck production for
the second half.

Ford’s move raises questions
about whether crosstown rivals Gen-
eral Motors Corp. and Chrysler LLC
will also have to take additional re-
structuring steps. All three car mak-
ers are losing money and have been
closing plants and downsizing over
the past three years. Collectively,
they have eliminated tens of thou-
sands of factory jobs in the U.S.

“They’re all concerned because
of what the market looks like now,”
said Ron Harbour, a partner at Oliver
Wyman, a global consulting firm
that publishes the Harbour Report
on auto production.

Ford’s planned job cuts, which
were reported earlier by the Detroit
News, would reduce its U.S. salaried
work force by about 12%, the person
familiar with the matter said. The in-
voluntary cuts would be completed
by Aug. 1, according to this person.

Laying off salaried workers would
be Chief Executive Alan Mulally’s big-
gest step to control internal costs as
the U.S. auto maker struggles to re-
gain its financial footing amid a slow-
down in U.S. sales sparked by high
fuel prices, tight credit and concerns
about the economic outlook.

Since Mr. Mulally took over as
CEO in October 2006, Ford had been
relying on buyout offers and incen-
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tive packages to get workers to
leave the company. The third-larg-
est auto maker in terms of U.S. sales,
behind GM and Toyota Motor Corp.,
has been forced to move more ag-
gressively as the U.S. sales slump
has accelerated in recent weeks.

Ford, GM, and Chrysler are strug-
gling with their turnaround efforts
because of the deteriorating envi-
ronment in the U.S., where sales are
at their lowest level in more than a
decade. Toyota, which has made a
big push into trucks, is also feeling
the pinch. It recently reported
lower earnings in North America,
blaming the slump in U.S. auto sales.

Ford was down 1.2% at $6.72 in
midafternoon New York Stock Ex-
change trading.

The company recently posted a
surprising first-quarter profit of
$100 million and said then it was
still on track to turn profitable next
year. Mr. Mulally reiterated that the
turnaround was on track during the
annual shareholders meeting May 8.

Last week, however, Mr. Mulally,
citing “structural” changes in the
U.S. market, said Ford now expects
to break even on a pretax basis com-
pany-wide next year.

GM director says the board
backs embattled managers

By JOHN D. STOLL

General Motors Corp.’s lead inde-
pendent director said the board
completely supports the company’s
embattled management team and in-
sisted that the auto maker will
weather the latest storm it faces in
North America.

George Fisher, aretired chief ex-
ecutive of Eastman Kodak Co., said
the auto maker is facing a series of
challenges in North America due to
an unexpectedly steep increase in
gasoline prices and pressure on
the U.S. economy. He expressed
confidence that the U.S. market
“will come back again” and that
GM will be a stronger competitor
in that market, thanks to its re-
vised products.

“Certainly, I and the board still
support our management team, as
we have in the past,” said Mr.
Fisher, a director since 1996. “We
think we have the best manage-
ment team to get us through these
difficult times.”

Mr. Fisher’s endorsement comes
at a critical time for Chief Executive
Rick Wagoner and his lieutenants.
The company could continue losing

money and U.S. market share this
year, and the poor results come as
Mr. Wagoner continues to balance a
portfolio of risks that eat into an al-
ready-dwindling pool of liquidity.

In recent weeks, GM’s share
price has been hammered as inves-
tors digest news of increasing weak-
ness in the markets for pickup
trucks and sport-utility vehicles
that underpin the auto maker’s
North American profitability. GM
shares on Tuesday touched $16.87
intraday, their lowest point since
Aug. 17, 1982. The company’s mar-
ket cap is hobbling below $10 bil-
lion, about a fourth its value when
Mr. Wagoner assumed the helm in
the summer of 2000.

Wednesday afternoon on the
New York Stock Exchange, GM was
trading at $17.08, down 2% from
Tuesday’s close.

Mr. Fisher said GM’s low share
price isn’t the management team’s
top concern at this point, and he in-
sisted that GM’s actions will lead to
an increase in value. “Our major
worry is to make sure we have the
right cars and trucks. The stock
price will follow what we are do-
ing,” he said.
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Manipulation:

Bioethanol is the main cause of increased food prices.

Evidence:

The main factors of the staggering cost of food are a shift
in the Asian diet, causing an elevated demand for cereal,
and the current price of oil, which has nearly doubled in
the last three years. In fact, it is estimated that the impact
of biofuels on cereal prices will only be in the range of
3% to 6% as compared to 2006 prices.(*)

*Sources:

[1] P. Pingali, “Westernization of Asian diets and the transformation of food systems: Implications for research and policy”. Food
Policy (32), June 2007, 281-298.

[2] John M. Urbanchuk, “The Relative Impact of Corn and Energy Prices in the Grocery Aisle”. LECG 2007:1.
[3] International Energy Agency, “End-User Petroleum Product Prices and Avarage Crude Oil Import Costs”. March 2008.

[4] “The impact of a minimum 10% obligation for biofuel use in the EU-27 in 2020 on agricultural markets”. European
Commission, Directorate-General for Agriculture and Rural Development. 2007.

Biofuels are under attack. The claim “Bioethanol is the
main cause of increased food prices” is just one of the
many false statements being spread to the general public.
We have decided to stand up and contest these falsities
with supported evidence. We believe it is the right thing
to do.

Abengoa Bioenergy, a business unit of Abengoa, is
Europe’s largest bioethanol producer and the only global
producer with operations in the US and Brazil as well.
Abengoa is a diversified technology company, with
presence in over 70 countries worldwide, applying
innovative solutions for sustainability in the infrastructure,
environment, and renewable energy sectors. Abengoa’s
portfolio of products includes solar energy and bioethanol
production, creation of electric energy by means of
hydrogen fuel cells, construction of renewable energy
facilities, water generation, recycling of industrial waste,
and IT consulting and system development.

ABENGOA BIOENERGY
The Global Ethanol Company

www.abengoabioenergy.com
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Burberry shows strength

Profit, sales climb
as retailer maintains
its expansion plans

By LiLLY VITOROVICH

LONDON—U.K. fashion house
Burberry Group PLC reported
strong profit and sales increases
and said it is sticking to its expan-
sion plans in the U.S. and elsewhere,
even as slowing economies have
hurt its rivals.

In an interview, Chief Executive
Angela Ahrendts said the U.S. has
been “underpenetrated” by Burb-
erry, leaving room for further expan-
sion. “You have a market that’s got-
ten relatively soft, but the brand in
the market has tremendous momen-

tum,” she said. Among the lines
Burberry plans to increase are chil-
dren’s clothing and women’s shoes.
For the fiscal year ended March 31,
Burberry, famous for its camel, red-
and-black-check  design,
said net profit rose 23% to
£135.2 million ($267.2 mil-
lion) from £110.2 million a
year earlier. The most recent
year’s results include a gain
of £15.1 million from the relo-
cation of company headquar-
ters in London. Both years in-
clude costs to overhaul its
back-office computer and
supply-chain systems, in an
effort called Project Atlas.
Stripping out taxes and
costs related to Project Atlas, Burb-
erry reported an 11% rise in its ad-
justed operating profit to
£206.2 million for the year, up from

Angela Ahrendts

£185.1million a year earlier. That fig-
ure, boosted by higher sales and
store openings, was in line with mar-
ket expectations.

Sales trends in stores were more
volatile in the second half
of the latest year, particu-
larly in the last quarter,
making it more difficult to
spot trends, said Stacey
Cartwright, Burberry’s
chief financial officer.

Burberry shares fell
1.6% to 499 pence on the
news. The stock had risen
- Tuesday ahead of the re-
x,  sults, but it has fallen 11%
since the start of the calen-

ar year amid concerns
about the economy.

“Burberry’s sales momentum
should continue and outperform the
broader luxury industry in 2008,”

Burberry Group PLC

Revenue, in millions of pounds

£1,000

2005 06 07 08

Note: fiscal years end March 31
Source: the company

said one analyst at Citigroup, which
has a “buy” rating on Burberry and a
target price of 550 pence.

Revenuerose 17% to £995.4 million
in fiscal 2008 as shoppers snapped up
Burberry’s latest clothing collection,
luxury handbags and shoes, Ms. Cart-
wright said. That compares with
£850.3 million a year earlier.
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Mattel, MGA

come out firing
in Bratz-doll case

By NicHOLAS CASEY

RIVERSIDE, California—Toy
makers Mattel Inc. and MGA Enter-
tainment Inc. presented conflicting
accounts of the origin of MGA’s pop-
ular Bratz doll during a federal intel-
lectual-property trial here.

Mattel has accused MGA of steal-
ing the idea for the big-headed
Bratz dolls, which were invented
around 10 years ago by Carter Bry-
ant, a doll designer who had worked
for Mattel. The date of the invention
is a matter of debate: Mattel claims
the dolls were created while Mr. Bry-
ant was employed by the company,
while MGA says they were first
drawn when the designer was be-
tween stints at Mattel.

In opening arguments Tuesday,
lawyers for Mattel described MGA
as aminor player in the toy industry
that lacked competitive doll-design
facilities and decided to “go out and
take” the Bratz concept from Mattel
by hiring Mr. Bryant. MGA chose to
recruit “not a former Mattel de-
signer [but] a current Mattel de-
signer” for the task, said John
Quinn, a lawyer for Mattel.

Mattel claims it had Mr. Bryant
under contract when he pitched the
dollideato MGA,
therefore mak-
ing it the prop-
erty of Mattel.
MGA has denied
Mattel’s asser-
tion, saying Mat-
tel has no claim
to its hip-hop
doll with pouty
lips.

Mr. Quinn
also hammered
away at Mr. Bry-
ant’s claim that he invented the
dolls before returning to Mattel, sug-
gesting similarities between Bratz
and a Mattel in-house design
project dating from about the time
he returned. Mr. Quinn also said
that Isaac Larian, MGA’s founder,
personally issued “an edict” that in-
structed employees not to mention
Mr. Bryant’s involvement in the
project, fearing the trial his com-
pany now faces.

Thomas Nolan, a lawyer repre-
senting MGA, challenged Mattel’s
version of events. He offered com-
parisons between the Bratz doll
and several magazine ads from
1998 that Mr. Bryant says inspired
him and prove the date of the doll’s
conception. Mattel, the lawyer
said, was trying to “grab back” a de-
sign that was created before Mr.
Bryant returned to Mattel. The de-
signer’s employment agreement
with Mattel didn’t cover that pe-
riod and “is not a lifetime sen-
tence,” Mr. Nolan said.

Mr. Nolan said that Mr. Larian
never covered up Mr. Bryant’s in-
volvement and that his role in Bratz
was “common knowledge” in the
toy industry. The lawyer also chal-
lenged Mattel’s claim that MGA was
desperate for a hit doll, citing previ-
ous MGA doll lines, and added that
it was Mattel’s “bureaucracy” that
made it unable to invent a doll of its
own like Bratz. “MGA took the risk
and brought Bratz to the retail mar-
ket, and Mattel is not entitled to
what they didn’t think of,” he said.

Since Bratz dolls were intro-
duced in 2001, they have hurt sales
of Mattel’s iconic Barbie line. The ri-
valry has left an opening for other
doll competitors to continue to chip
at Barbie’s market share.

artér Brkya'nt
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GLOBAL BUSINESS BRIEFS

Grupo Ferrovial SA

BAA’s profit soars on gain

from sale of airport retailer

U.K. airport operator BAA Ltd.
said first-quarter net profit rose
sharply, boosted by £517 million
($1.02 billion) from the disposal of
its World Duty Free Europe airport-
retail arm. BAA, owned by Spain-
based Grupo Ferrovial SA, said net
profit rose to £482 million from
£73 million a year earlier. But BAA
swung to an operating loss of £51 mil-
lion, compared with a year-earlier
profit of £107 million, hit by higher
security and maintenance costs at
its seven U.K. airports. The operat-
ing loss came despite an 8.8% rise in
revenue to £506 million. Separately,
BAA and British Airways PLC said
they aim to complete the delayed
transfer of long-haul flights into the
new fifth terminal of London’s
Heathrow Airport by the end of Octo-
ber. BA had originally planned to
move all of the long-haul services
from Terminal 4 on April 30.

British Energy Group PLC

Nuclear-power generator British
Energy Group PLC, which is consid-
ering takeover approaches, posted a
28% drop in fiscal-full-year net
profit after problems at two of its
plants. British Energy, the largest
producer of electricity in Britain
with eight nuclear-power stations
and one coal-powered station, said it
is making good operational progress
despite the disappointing financial
performance. Chief Executive Bill Co-
ley said the company’s Sizewell B re-
actor would return to service
“within days” after an unplanned
shutdown Tuesday. The company
posted net profit of £335 million
($662 million) for the year ended
March 31, down from £465 million
the previous year. Revenue declined
6.3% to £2.81 billion. The financial re-
sults were higher than analysts ex-
pected thanks to higher power
pricesin the final quarter of the year.

Cable & Wireless PLC

UK. telecommunications com-
pany Cable & Wireless PLC said it
had approached smaller rival Thus
Group PLC about a possible bid,
which, according to one London-
based analyst, would likely be in the
range of £270 million to £280 million
($534 million to $553 million). Cable
& Wireless said last week it was look-
ing at acquisitions to strengthen its
U.K. operations. Thus, which is un-
profitable, mainly provides fixed-line
and wireless telecom services to busi-
nesses and the public sector. Its inter-
net provider, Demon, largely serves
small businesses. Cable & Wireless
said the approach wasn’t a firm inten-
tion to make an offer. Thus, shares of
which jumped more than 20% after
the approach was announced, re-
sponded by urging its shareholders
to take no action for the time being.

Polo Ralph Lauren Corp.

Polo Ralph Lauren Corp. posted
a41% increase in fiscal-fourth-quar-
ter profit amid strong sales in Eu-
rope and the launch of its partner-
ship with J.C. Penney Co. Its shares
were up 11% to $68.60 in afternoon
New York trading. The New York
clothing and home-decor company
reported net income for the quarter
ended March 29 of $103.5 million, or
$1 a share, up from $73.2 million, or
68 cents a share, a year ago. The lat-
est results were boosted by a lower
tax rate. Revenue rose 20% to
$1.24 billion. Wholesale sales rose
25%, while retail sales rose 16% as
same-store sales rose 8.9% and In-
ternet sales grew 36%.

Assicurazioni Generali SpA

Italian insurer Assicurazioni
Generali SpA said it decided to pull
out of the running for Royal Bank of
Scotland Group PLC’s insurance ac-
tivities. Investors and analysts
cheered the move, saying the price
was too high and that the deal of-
fered little in the way of synergy ben-
efits. Though Generali didn’t give a
reason for the decision, people fa-
miliar with the matter said the
U.K.-based bank wanted more for
the business than the Italian insurer
was willing to pay. In April, Genera-
li’s co-chief executives, Sergio Balbi-
not and Giovanni Perissinotto, told
shareholders that the insurer would
pursue a plan to expand its opera-
tions abroad but that it would con-
sider only acquisitions that were
reasonably priced.

Qantas Airways Ltd.

Qantas Airways Ltd. said it will
lay off staff, implement an execu-
tive-pay freeze and reduce capac-
ity across its domestic and interna-
tional networks by about 5% to off-
set higher costs from recent record
fuel prices. Despite a recruitment
freeze, its fuel-hedging strategy,
continued fuel surcharges and two
increases in ticket prices an-
nounced over the past month, Qan-
tas said it isn’t able to offset an ex-
pected A$2 billion (US$1.92 bil-
lion) increase in its fuel bill for the
year to June 2009 without making
the changes just announced. “The
fact is that fuel prices are some-
thing we have no control over, so
we have to look harder at areas
where we do have control,” said
Qantas Chief Executive Geoff
Dixon. Crude-oil futures have more
than doubled over the past year, hit-
ting a record close of US$133.17 a
barrel last week, prompting a sav-
aging of airlines around the world,
particularly in the U.S.

Tata Motors Ltd.

Tata Motors Ltd. said its direc-
tors approved raising about 72 bil-
lion rupees ($1.68 billion) through
three separate rights issues,
mainly to finance the recent acqui-
sition of Ford Motor Co.’s Jaguar
and Land Rover luxury-car brands.
Tata will raise as much as 22 billion
rupees through arights issue of eq-
uity shares, said India’s biggest
auto maker by sales. In addition, as
much as 20 billion rupees will be
raised through arights issue of vot-
ing shares. A further 30 billion ru-
pees will be raised through an issue
of five-year, 0.5% convertible pref-
erence shares. The shares will have
the option of conversion into vot-
ing shares after three years but be-
fore five years. On completion of
the three rights issues, Tata also
plans to raise between $500 mil-
lion and $600 million through an is-
sue of securities in the overseas
markets.

Navistar International Corp.

Truck maker Navistar Interna-
tional Corp. said it is expecting to
achieve record revenue and solid
profitability in fiscal 2008 despite
the weak truck industry, according
to a filing with the U.S. Securities
and Exchange Commission. The
Warrenville, Illinois, company,
which also makes diesel engines
and school buses, said it expects
first-half consolidated revenue of
between $6.7 billion and $6.9 bil-
lion and manufacturing-segment
profit of between $375 million and
$425 million. The company said
manufacturing-segment profit is ex-
pected to reach nearly $1 billion for
the full year.

Babcock International Group

Babcock International Group
PLC, a U.K. support-services com-
pany, said it is tapping BAE Systems
PLC’s chief executive, Mike Turner,
to become its nonexecutive chair-
man. Mr. Turner, who is due to re-
tire from his BAE post in August,
will succeed Gordon Campbell, who
is standing down after eight years
with the company. He will become a
nonexecutive director in June be-
fore taking over as chairman in No-
vember, Babcock said. BAE hasn’t
named a successor for Mr. Turner,
59 years old, who has been CEO for
the past six years. Mr. Turner previ-
ously served as a Babcock director
for nine years.

Walt Disney Co.

Walt Disney Co. plans to make
its Disney Channel in Spain avail-
able free through digital-terrestrial
television starting in July, entirely
funded by advertising. The popular
children’s channel is currently
broadcast on several Spanish cable
networks. Disney said the low num-
ber of cable subscribers in Spain—
about three million homes out of a
population of 40 million—made it
hard to increase the channel’s view-
ers. It will be the first time the Dis-
ney channel has been offered free in
any country.

Sinosteel Corp.

Chinese metals trader Sinosteel
Corp. said it won’t raise its
A$1.36 billion (US$1.3 billion) take-
over offer for Australian iron-ore de-
veloper Midwest Corp., despite the
emergence of a rival proposal from
Murchison Metals Ltd. Murchison

and Midwest unveiled on Monday
plans for a merger by way of a re-
verse takeover that they said at the
time valued Midwest shares at
A$7.17, or A$1.53 billion in total, com-
pared with Sinosteel’s all-cash offer
of A$6.38 a share. Sinosteel said its
offer provided certainty of cashin a
challenging environment, and the
Chinese group said it wouldn’t be in-
creasing its bid.

Eni SpA

Italy’s new government, led by
Prime Minister Silvio Berlusconi,
will reappoint the chief executives
of energy giants Eni SpA and Enel
SpA, said Andrea Ronchi, the coun-
try’s European Union affairs minis-
ter. The reappointments of Paolo
Scaroni as head of state-controlled
oil-and-gas giant Eni—for an addi-
tional three years—and Fulvio Conti
at the helm of Enel until 2011 are con-
firmed, the minister said. Both com-
panies pick new boards at share-
holder meetings next month. Over
the past three years, Mr. Scaroni has

lifted Eni’s earnings on the back of a
surge in global oil prices. Under Mr.
Conti, Enel embarked on an interna-
tional expansion last year.

Shun Tak Holdings Ltd.

Conglomerate Shun Tak Hold-
ings Ltd., controlled by Macau ca-
sino businessman Stanley Ho, said
one of its units agreed to buy a resi-
dential site at Macau’s Nam Van dis-
trict for HK$3.15 billion (US$403.5
million). Its wholly owned unit,
Shun Tak Lake Ltd., will acquire
the land from Many Gain Invest-
ments Ltd. The price represents a
22% discount to the HK$4.05 bil-
lion valuation by an independent
valuer in May, which took into con-
sideration the development poten-
tial of the site and general market
conditions of Macau’s property
market, Shun Tak Holdings said
late Tuesday.

—Compiled from staff
and wire service reports.

Invitation of Expression of Interest/
Request for Qualification (EOI/RFQ) for
Strategic Sale of Entire Equity of
Government of Uttar Pradesh, India in its undertaking

U.P. STATE SUGAR CORPORATION LIMITED

Kindly visit websites www.upgov.nic.in or www.upcane.org
for further details.
Last Date of submission of EOI/RFQ Application : June 13, 2008

Application Fee : INR 50,000/- (Fifty Thousand only)
Eligibility Criteria:

1. Minimum Net Worth of INR 6000 Million
2. Minimum Turnover of INR 5000 Million
3. Positive Cash Profits for 3 of last 5 years
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Paris will open job market
to most new EU members

RANCE on July 1 will
begin lifting restric-
tions on workers from
eight formerly communist
countries that joined the Eu-
ropean Union in 2004, Presi-
dent Nicolas Sarkozy and the
European Commission said.
Mr. Sarkozy, left, stressed
that he believed in the free
movement of people and
goods inside Europe. The Eu-
ropean Commission later
confirmed that Paris would open its labor market to
workers from the eight countries that joined the bloc
in 2004: Poland, Slovakia, Hungary, Latvia, Lithuania,
Estonia, Slovenia and the Czech Republic. Restric-
tions will still apply to workers from Bulgaria and Ro-

mania, which joined in 2007.

F

—Associated Press

"\

Central bank is expected
to keep Libor as guide

HE SWISS Na-
I tional Bank, the
only major Eu-
ropean central bank
that relies on the Lon-
don interbank offered
rate for its monetary
policy, may be evalu-
ating recent concerns
about Libor’s accu-
racy, but economists who follow the central bank
closely don’t expect it to stop using it.
Economists say the rate is still the best tool for
the Swiss central bank, given its wide usage in finan-
cial markets. “There are certainly discussions going
on at the SNB whether or not to stick with Libor, but
the question is, of course, whether any new bench-
mark would be a better solution,” said Credit Suisse
economist Karsten Linowsky.

=
A

—Martin Gelnar

Key rate remains at 5.5%,

but more increases likely

%Y

ORWAY’S central bank
| \‘ held its key interest
rate at 5.5%, but sig-
naled further increases are on
the way despite signs of mod-
erating growth. Norges Bank
said the inflation rate has
risen more than expected,
and that it could keep rising.
“The increase in inflation
and the prospect of higher
inflation suggest a further in-
crease in the key policy

rate,” Central Bank Governor Svein Gjedrem said. Nor-
way’s annual core inflation rate in April was 2.4%,
which was 0.2 percentage point higher than the cen-
tral bank expected. But uncertainty due to global fi-
nancial market turbulence persuaded the central
bank to keep rates steady for now.

—Joel Sherwood

Pakistan seeks more aid

:"‘1- ;

Prime minister urges
U.S. to help boost

the new government

BY ZAHID HUSSAIN
Islamabad, Pakistan

ter said he is urging the U.S. to

increase its economic and de-
fense assistance to help strengthen
his country’s newly elected demo-
cratic government.

In an interview Wednesday with
The Wall Street Journal, Prime Min-
ister Yousuf Raza Gilani also said he
is willing to work with President Per-
vez Musharraf, a key U.S. ally in its
battle against Islamic terrorism,
but he would let his party decide
whether to try to force the presi-
dent from office.

Mr. Musharraf is facing mount-
ing pressure from his political oppo-
nents to resign or face removal from
office. Earlier this week, the new
government introduced reforms de-
signed to reduce the president’s
powers to dismiss the government
and dissolve Parliament.

Mr. Gilani said further U.S. assis-
tance “will help deliver a democracy
dividend to the people” after Paki-
stan held landmark elections for a
new Parliament in February.

He also said further aid is needed
to help provide stability as the na-
tion seeks to fight terrorism. Paki-
stan has received more than $11 bil-
lion from the U.S., most of which has
gone to the military, since it joined
the U.S.-led war on terror following
the Sept. 11, 2001 attacks.

Mr. Gilani didn’t specify how
much further assistance Pakistan is
now seeking. He made his case for
further aid during a recent meeting
in the Middle East with U.S. Presi-
dent George W. Bush.

Mr. Gilani said the use of military
means alone to try to stamp out mili-
tancy from Pakistan’s hinterlands
would never bring peace. “We need to
review our strategy to deal with the
situationin the tribal region,” he said.

Western intelligence agencies
contend that Pakistan’s tribal re-
gion has become a major operating
center for al Qaeda and a launching

P AKISTAN’S NEW prime minis-

Associated Press

Pakistan’s new prime minister, Yousuf Raza Gilani, said he pushed for more U.S.
economic and defense aid at a recent meeting with President George W. Bush.

pad for assaults on the North Atlan-
tic Treaty Organization’s troops in
neighboring Afghanistan.

Mr. Gilani, 55 years old, heads a
fractious coalition government led
by the Pakistan People’s Party of as-
sassinated former Prime Minister
Benazir Bhutto. The new govern-
ment already has taken a different
tack in the battle against terrorism
than followed by Mr. Musharraf. For
example, Mr. Gilani’s government
has been negotiating with militants
and exchanging prisoners.

The latest accord came Wednes-
day, when the government signed a
peace deal with a Taliban militant
group near the Afghan border. The
deal includes a pledge from the mili-
tants’ leader not to target security
and government officials, a senior
government official said.

Both sides swapped prisoners,
though details weren’t disclosed;
the militants had been holding some
government officials. Mr. Gilani said
the government is talking only to
tribesmen who renounce violence
and surrender weapons. But U.S. and
NATO officials argue the peace deals
have given militants time to regroup.

The prime minister said Paki-
stani forces would remain deployed
along the border. And he empha-
sized the need to increase the
strength of Afghan troops on the Af-
ghan side of the border, to better
protect against border crossings.

Eight weeks after a new coalition
government was formed, Pakistan’s
internal political strife continues.
The coalition that emerged from
February’s elections began to fall
apart after a major coalition part-
ner—the Pakistan Muslim League
(N) led by former Prime Minister
Nawaz Sharif—pulled its ministers
from the cabinet. The PPP and Mr.
Sharif disagreed over how to re-
store judges ousted by Mr. Mushar-
raf when he declared a temporary
state of emergency late last year.

The fate of Mr. Musharraf and
how the government should deal
with him has added a further destabi-
lizing element.

On Wednesday, Mr. Sharif said at
a news conference he had secured
PPP Chairman Asif Ali Zardari’s
agreement on Tuesday to move for
Mr. Musharraf’s ouster. “I have spo-
ken with Mr. Zardari that we should
throw him out to respect the man-
date of the people of Pakistan, and
he agreed yesterday to do so,” Mr.
Sharif said, according to news
agency reports.

However, Information Minister
Sherry Rehman of the PPP said
later: “We have not made any such
commitment.”

Mr. Gilani said he would main-
tain a working relationship with Mr.
Musharraf for now. “I have no prob-
lem working with him, but will go by
the party’s decision,” he said.

Myanmar junta honors
pledge to allow access

BY PATRICK BARTA

A more accurate picture of the
devastation wrought in Myanmar
by Cyclone Nargis may emerge in
coming days as international aid
workers gain wider access to politi-
cally sensitive areas affected by the
deadly storm.

Aid agencies said Wednesday
that Myanmar’s ruling military
junta was making good on promises
to allow more foreign relief workers
into the country and the hard-hit Ir-
rawaddy River delta, where as many
as 134,000 people were left dead or
missing in the disaster in early May,
according to government estimates.

Previously, Myanmar’s govern-
ment had blocked foreigners’ ac-
cess. But it softened its stance Fri-
day and over the weekend after vis-
its from foreign-government repre-
sentatives and United Nations Secre-
tary-General Ban Ki-moon.

Unicef, the U.N. children’s relief
agency, said visas for nine of its staff
were approved in recent days and
that six international workers were
granted permission to enter the
delta to assess the damage.

World Vision, an international re-
lief organization, said it gained ap-
proval for two sorties with interna-
tional staff into the delta, including
one that will leave Thursday for
Ngapudaw, aremote area in the east-
ern part of the delta where the full
scope of the disaster remains poorly
understood. “We feel relieved that
we’re talking about practical chal-
lenges now” rather than just focus-
ing on getting access, said spokes-
man Chris Webster.

Aid workers still face big hur-
dles. Transportation remains a prob-
lem, with inadequate roads and
shortages of trucks and boats. Aid
agencies still must apply for ap-
proval to enter affected areas, pro-
viding full descriptions of their
travel plans and activities, and it is
unclear whether certain types of
equipment will be allowed. Mr. Web-
ster said his organization still isn’t
authorized to use satellite phones
or other communications equip-
ment to provide Internet connec-
tions in the area, making it difficult
to scale up operations quickly.

Myanmar also continues to re-
ject aid offered by Western militar-
ies, including the U.S. Navy. Al-
though the U.S. has sent some 75
cargo flights into Yangon with water
and other supplies, it hasn’t gained
approval for aid from ships it has an-
chored off the Myanmar coast. The
USS Essex, a helicopter and amphibi-
ous-craft carrier that leads the na-
val task force, has blankets, high-en-
ergy rations and the ability to pro-
duce 50,000 gallons of water per
day for relief efforts. But the ships
are sitting tight for now, said a U.S.
military spokesman in Bangkok.

French authorities, meanwhile,
appeared to abandon a similar ship-
based aid mission Wednesday after
they failed to gain consent from the
government. Instead, they un-
loaded thousands of tons of relief
supplies at a Thai port and now in-
tend to hand that aid to the World
Food Program, a U.N. agency,
Agence France-Presse reported.

Victims continue to crowd into
monasteries or impromptu tent
camps along roadsides. Some survi-
vors say government soldiers are
forcing victims to return to collapsed
homes, or detaining local volunteers
and impounding their vehicles.

Still, relief workers said they
were heartened by indications that
access is improving, and they prom-
ised to ramp up their efforts. They
also will be able to perform more
comprehensive assessments of the
damage. Aid workers initially re-
ported that some 3,000 schools were
damaged. Now, the estimate has
risen to about 4,000, with roughly
half of them effectively wiped out.

The World Health Organization,
another U.N. agency, is working to ex-
tend a surveillance network it hopes
will allow it to better watch for out-
breaks of cholera and other disease.

Estimates of the costs remain a
matter of dispute. The Myanmar
government has said it could cost as
much as $10 billion to repair the
country, though how it reached that
number is unclear.

Foreign governments so far have
pledged only a fraction of that,
roughly $230 million.

—Tom Wright
contributed to this article.
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