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Bank of action
The ECB has moved deci-
sively to fight the crisis,
Jürgen Stark says. Page 15

E U R O P E  E U R O P E  

Editorial&Opinion

Banks need $875 billion
IMF says U.S., Europeans must raise more capital as huge losses loom

CAUGHT IN THE MIDDLE: Ethnic Tamil civilians who escaped Tamil Tiger-controlled areas have streamed into a ‘no-fire zone’ this week.
Still, many civilians remain caught in the crossfire, and thousands have died as Asia’s longest-running civil war nears an end. Page 12.
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By Gregory L. White

MOSCOW—Russia’s most
prominent Web player, Yan-
dex NV, is in discussions to
give a state company the
power to veto any change in
its control as it seeks to en-
sure its independence amid
growing Kremlin calls for
more control over major local
Internet companies.

The proposed deal, which
would be the first of its kind,
highlights the complex busi-
ness and political environ-
ment Russia’s Internet compa-
nies are encountering now
that the fast-growing sector
has attracted Kremlin atten-
tion.

In recent weeks, President
Dmitry Medvedev and other

Russian officials have high-
lighted what they called the
“strategic” nature of major
Russian Internet companies,
warning that foreign control
over them could be a security
concern.

But Russian laws limiting
foreign investment don’t
cover the sector, leaving it in
a murky middle ground where
rules aren’t clear and sensi-
tive deals can be blocked on
technicalities, industry offi-
cials say.

Yandex officials hope their
approach will provide a trans-
parent and simple mecha-
nism for Russian authorities
to exercise control over any
significant change in Yan-
dex’s ownership without ced-
ing any other powers to the

state.
“We understand the gov-

ernment has concerns,” said
Yandex CEO Arkady Volozh,
who is also a major share-
holder of the privately held
company. “Our main goal is to
create a transparent scheme
we can explain to sharehold-
ers.”

Yandex’s other major
shareholders include manage-
ment and several Western in-
vestment funds. While the au-
thorities are concerned pri-
marily about foreign take-
over, Yandex has also ex-
pressed fears that a local
buyer also could threaten the
company’s success. Last year,
a local tycoon with close ties
to the Kremlin sought to buy a
stake, but Yandex was reluc-

tant and the deal fell through.
Russia’s leading search en-
gine, Yandex is well ahead of
global giant Google Inc. in lo-
cal market share, according
to industry analysts.

Despite its tight grip over
national print and television
media, industry officials say
the Kremlin has generally re-
mained true to its public
pledges not to try to block In-
ternet content. But officials
are increasingly concerned
that a major local player
could wind up in the hands of
foreign investors.

Foreign investment in
search engines and social net-
works is “inevitable,” Mr.
Medvedev said earlier this
month. “We need to watch

Please turn to page 31

Poll positioning

The ANC’s solid majority is
at risk in South Africa
Economy & Politics, page 9

News in Depth: Food companies cook up ways to combat rare sales slump
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What’s
News

Chrysler’s banks rebuffed a
U.S. proposal that they elimi-
nate 85% of the car maker’s
loans and instead proposed a
35% cut. The move could set
up a showdown as Chrysler
faces an April 30 deadline to
restructure. Page 5

n Geithner said the health of
individual banks won’t be the
sole criterion for whether
firms will be allowed to re-
pay bailout funds. Page 9

n U.S. stocks rebounded af-
ter Monday’s drop despite
more grim earnings news.
European shares posted a
small advance. Page 20

n Obama left open the possi-
bility of legal action against
Bush administration officials
who formulated policies that
led to “enhanced interroga-
tion techniques.” Page 2

n Turkish police arrested 37
al Qaeda suspects in a crack-
down on extremists planning
attacks in Turkey. Page 3

n A Moscow court paroled
Svetlana Bakhmina, a lawyer
for Yukos who had been in
prison for four years. Page 12

n Spain is preparing a new
bank-bailout fund, but likely
will avoid politically difficult
changes to the country’s un-
listed savings banks. Page 3

n Deutsche Telekom be-
came Europe’s first big tele-
com firm to issue a profit
warning for 2009 because of
the economic slump. Page 6

n Coca-Cola’s profit fell 10%
in the first quarter, hurt by
volatility in global currencies
and write-downs. Page 7

n Delta and United Airlines
narrowed their losses. Del-
ta’s CEO said the carrier has
seen tentative signs de-
mand is stabilizing. Page 6

n Rep. Harman asked the
U.S. to release wiretap tran-
scripts of her discussions
about pro-Israeli lobbyists in
an espionage case. Page 3

n German government stim-
ulus plans helped lift the
mood among investment an-
alysts in April, a ZEW think
tank survey said. Page 10

n Germany is looking at two
possible models for helping
banks rid themselves of dis-
tressed assets. Page 19

n The U.K. showed signs of
deflation and a government
budget is expected to include
a forecast of a 3% to 3.5%
fall in GDP this year. Page 10

europe.WSJ.com

By Bob Davis

And David Enrich

WASHINGTON—U.S. and
European banks need to raise
$875 billion in equity by next
year to recapitalize banks to a
level similar to the years be-
fore the current crisis—and
twice that amount to match
the level of the mid-1990s, the
International Monetary Fund
estimated.

The steep funding require-
ments reflect a financial cri-
sis that continues to deepen
with the global recession, the
IMF said. The banking sec-
tor’s woes have spread from

the housing sector to commer-
cial real-estate loans and
emerging-market debt. Over-
all, the IMF estimates that
the U.S., European and Japa-
nese financial sectors face
losses of about $4.1 trillion be-
tween 2007 and 2010. Of that,
banks are confronting $2.5
trillion in losses, insurers
$300 billion and other finan-
cial institutions $1.3 trillion.

The banking sector has al-
ready written down $1 tril-
lion of those losses, said the
IMF, which didn’t estimate
how much other financial
firms, such as insurance com-
panies and hedge funds, have

written down thus far.
“Without a thorough

cleansing of banks’ balance
sheets of impaired assets, ac-
companied by restructuring
and, where needed, recapital-
ization, risks remain that
banks’ problems will con-
tinue to exert downward pres-
sure on economic activity,”
said the Global Financial Sta-
bility Report, the IMF’s twice-
yearly review of the financial
sector.

While problems in the U.S.
mortgage sector are gener-
ally blamed for the global fi-
nancial crisis, the IMF report
shows that other regions

played a big role too. About
$2.7 trillion of the losses from
2007 to 2010 were attribut-
able to the U.S. market, the
IMF reported, while about
$1.2 trillion came from bad
loans and securities losses in
Europe.

U.S. banks have written
down roughly half their antici-
pated $1.06 trillion in esti-
mated losses from 2007 to
2010, the IMF said, while euro-
zone banks have written
down just 17% of their $900
billion in losses. British banks
have written down about one-
third of their $310 billion in

Please turn to page 31

Russian Web firm seeks to protect control

By Cecilie Rohwedder

LONDON—Retailer Tesco
PLC Tuesday reported strong
profits for its latest fiscal year
and became the most promi-
nent of a small group of retail-
ers now saying the worst of
the global recession appears
over.

Britain’s largest retailer by
revenue, which operates in Eu-
rope, Asia and the U.S., pre-
dicted a fledgling rebound in
global consumer spending
along with growing sales and
profit for its fiscal 2009.

“We are seeing signs of
things stabilizing in a number
of markets,” said Terry Leahy,
Tesco’s chief executive, citing
evidence of an economic stir
in China, Central Europe and
the U.K. But he cautioned that
“it’s too early to call it a recov-
ery.”

Tesco’s view that con-
sumer sales have bottomed
stands out from larger com-
petitors that don’t expect a
sustained consumer-spend-
ing slump. Carrefour SA of
France, a Tesco competitor
that is the world’s second-
largest retailer by sales after
Wal-Mart Stores Inc., last
week posted its first quar-
terly sales drop in six years.

Retailers across the globe
are suffering as cash-
strapped consumers cut back
or switch to lower-priced
goods. Wal-Mart Chief Execu-
tive Mike Duke said last week

Please turn to page 31

Tesco:
consumer
spending
on rise
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Thousands flee Sri Lanka violence as army advances on rebels
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Could Prudential’s latest
problem be one that it is
perversely pleased to have?

After months of investor
angst over the sufficiency of
the U.K. life insurer’s capi-
tal, Tuesday’s 10% decline in
share price was partly due
to fears of a dividend cut.

The problem stems from
Prudential’s U.S. operation,
Jackson National Life. Its
solvency was eroded in
2008 by about $1 billion of
asset impairments.

Jackson National’s risk-
based capital ratio—total
capital compared with the
minimum required by regu-
lators—fell to 438% from
560% a year earlier. How-
ever, that figure was

boosted by some “permitted
practices,” essentially ac-
counting techniques, al-
lowed by the U.S. regulator,
and due to expire in Octo-
ber. Without them, the ratio
fell below the 350% thresh-
old that might trigger a rat-
ings downgrade.

Morgan Stanley fears
that Jackson National Life’s
efforts to boost the ratio
will leave it unable to pay
Prudential a dividend. Even
if credit losses this year
were restricted to about
half the level of last year, op-
erating profit would have to
fall to only 75% of 2007’s
level to stymie a JNL divi-
dend. And if JNL’s perform-
ance this year is as bad as

2008, it might struggle to
pay a dividend in 2010, too.

Part of Prudential’s re-
cent success is from improv-
ing cash flow, so losing
JNL’s remitted cash—£144
million ($209 million) in
2008 and 14% of the group
total—would be a blow. It
might result in Prudential
having to cut its own divi-
dend.

That said, fears may be
overdone.

First, the “permitted
practices” are likely to be
renewed, allowing for some
breathing space. And Pru-
dential is writing less capi-
tal-intensive new business,
which should free up some
cash.

Meanwhile, at least inves-
tors now appear comfort-
able enough to look past
Prudential’s capital ade-
quacy.

That’s progress of a sort.
 —Sean Walters

Tesco’s dominance is
here to stay. The world’s
third-largest retailer stands
head and shoulders above
U.K. rivals in terms of mar-
ket share and enjoys greater
economies of scale. Al-
though its operating mar-
gins have fallen to 5.7%
from 5.8% a year earlier,
they are the highest in the
sector. Yet the company

trades at a discount to U.K.
rivals J Sainsbury and Wil-
liam Morrison.

That is because Tesco is
losing customers to the
lower-priced rivals, whose
sales are growing faster as
a result. Tesco’s U.K. like-for-
like sales, excluding fuel, in
the first six weeks of the fis-
cal year were up 3.4%.
While an improvement on

the previous two quarters,
that was far below growth
of 7.9% for the year to Febru-
ary at Morrison and fourth-
quarter growth to March 21
of 6.2% at Sainsbury.

Sainsbury and Morrison
have positioned themselves
well for the economic down-
turn, with their focus on the
U.K. food market. Tesco is
more diversified, which

helped in the good times.
But as the global recession
takes its toll, the company’s
nonfood exposure has been
a drag as consumers reduce
nonessential spending.

Tesco trades at 12.8
times earnings, compared
with 15.4 times at Sainsbury
and 14.3 times at Morrison.

The rivals deserve their
premiums.  —Molly Neal

Beware speculative bonds

Tesco dominates, but rivals deserve their premiums

Junk investors may be
getting a little ahead of
themselves. The high-yield
bond and credit-default-
swap markets have surged
in recent weeks, riding the
equity-market rally. But this
bounce has largely been
driven by sentiment rather
than fundamentals, which
remain bleak. The risk: Re-
cent gains evaporate as soar-
ing defaults hit home.

These credit markets are
still trading at distressed
levels. U.S. high-yield bond
spreads have tightened by
3.5 percentage points over
Treasurys since early
March, but they still stand
at 15 percentage points.
That is well above the seven
to eight percentage points
seen before the collapse of
Lehman Brothers.

Similarly, the Markit
iTraxx Crossover index of
European junk-rated default
swaps has fallen to around
8.5 percentage points, about
three points below its peak
but well above its historic
average.

But even at these levels,
the markets may not be
fully reflecting the likely
scale of defaults. Assuming
a conservative recovery rate
of 20%, the iTraxx Cross-

over index is pricing in a
one-year default rate of
11.8%. Analysts at ING are
forecasting a peak default
rate above 15%.

Little has emerged in re-
cent weeks to change these
gloomy predictions. Positive
noises from global banks,
further plans to deal with
toxic assets and tentative
signs the downturn is decel-
erating, have rekindled
some risk appetite. But cor-
porate earnings remain un-
der pressure, and banks
show little sign of restart-
ing lending to companies
without an investment-
grade rating.

If defaults rise as pre-
dicted, high-yield investors
will suffer since the biggest
recent gains have been
racked up in the riskier cor-
ners of the market. In the
U.S., triple-C and single-B
credits have outperformed
their double-B peers, which
are already starting to look
expensive relative to invest-
ment-grade bonds. Some
high-yield recovery was
overdue, but investors
should be wary of reading
too much into a rally in the
most speculative parts of
the credit universe.
 —Richard Barley

WASHINGTON—Computer spies
have broken into the Pentagon’s
$300 billion Joint Strike Fighter
project—the Defense Department’s
costliest weapons program ever—
according to current and former gov-
ernment officials familiar with the
attacks.

Similar incidents have also
breached the Air Force’s air-traffic-
control system in recent months,
these people say. In the case of the
fighter-jet program, the intruders
were able to copy and siphon off sev-
eral terabytes of data related to de-
sign and electronics systems, offi-
cials say, potentially making it eas-
ier to defend against the craft.

The latest intrusions provide
new evidence that a battle is heating
up between the U.S. and potential ad-
versaries over the data networks
that tie the world together. The reve-
lations follow a recent Wall Street
Journal report that computers used
to control the U.S. electrical-distri-
bution system, as well as other infra-
structure, have also been infiltrated
by spies abroad.

Attacks like these—or U.S. aware-
ness of them—appear to have esca-
lated in the past six months, said
one former official briefed on the
matter. “There’s never been any-
thing like it,” this person said, add-
ing that other military and civilian

agencies as well as private compa-
nies are affected. “It’s everything
that keeps this country going.”

Many details couldn’t be
learned, including the specific iden-
tity of the attackers, and the scope
of the damage to the U.S. defense
program, either in financial or secu-
rity terms. In addition, while the
spies were able to download sizable
amounts of data related to the jet-
fighter, they weren’t able to access
the most sensitive material, which
is stored on computers not con-
nected to the Internet.

Former U.S. officials say the at-
tacks appear to have originated in
China. However it can be extremely
difficult to determine the true ori-
gin because it is easy to mask identi-
ties online.

A Pentagon report issued last
month said that the Chinese military
hasmade“steadyprogress” indevel-
oping online-warfare techniques.
China hopes its computer skills can
helpitcompensateforanunderdevel-
oped military, the report said.

The Chinese Embassy said in a
statement that China “opposes and
forbids all forms of cyber crimes.” It
called the Pentagon’s report “a prod-
uct of the Cold War mentality” and
said the allegations of cyber espio-
nage are “intentionally fabricated
to fan up China threat sensations.”

The U.S. has no single govern-
ment or military office responsible
for cyber security. The Obama ad-
ministration is likely to soon pro-
pose creating a senior White House
computer-security post to coordi-
nate policy and a new military com-
mand that would take the lead in pro-
tecting key computer networks
from intrusions, according to senior
officials.

The Bush administration
planned to spend about $17 billion
over several years on a new online-
security initiative and the Obama ad-
ministration has indicated it could
expand on that.

The Joint Strike Fighter, also
known as the F-35 Lightning II, is
the costliest and most technically
challenging weapons program the
Pentagon has ever attempted. The
plane, led by Lockheed Martin
Corp., relies on 7.5 million lines of
computer code, which the Govern-
ment Accountability Office said is
more than triple the amount used in
the current top Air Force fighter.

Six current and former officials
familiar with the matter confirmed
that the fighter program had been re-
peatedly broken into. The Air Force
has launched an investigation.

Pentagon officials declined to
comment directly on the Joint

Strike Fighter compromises. Penta-
gon systems “are probed daily,” said
Air Force Lt. Col. Eric Butterbaugh,
a Pentagon spokesman. “We aggres-
sively monitor our networks for in-
trusions and have appropriate pro-
cedures to address these threats.”

Foreign allies are helping de-
velop the aircraft, which opens up
other avenues of attack for spies on-
line. At least one breach appears to
have occurred in Turkey and an-
other country that is a U.S. ally, ac-
cording to people familiar with the
matter.

Joint Strike Fighter test aircraft
are already flying, and money to
build the jet is included in the Penta-
gon’s budget for this year and next.

The intruders appear to have
been interested in data about the de-
sign of the plane, its performance
statistics and its electronic systems,
former officials said.

The intruders compromised the
system responsible for diagnosing a
plane’s maintenance problems dur-
ing flight, according to officials fa-
miliar with the matter. However, the
plane’s most vital systems—such as
flight controls and sensors—are
physically isolated from the publicly
accessible Internet, they said.

The intruders entered through
vulnerabilities in the networks of
two or three contractors helping to
build the high-tech fighter jet, ac-
cording to people who have been
briefed on the matter. Lockheed
Martin is the lead contractor on the
program, and Northrop Grumman
Corp. and BAE Systems PLC also
play major roles in its development.

Lockheed Martin and BAE de-
clined to comment. Northrop re-
ferred questions to Lockheed.
 —Evan Perez

contributed to this article.

Computer spies tap U.S. fighter-jet project
Attackers get data
on design, electronics
of F-35 Lightning II

Trouble spells relief

Means of attack
The U.S. federal government 
reported 18,050 cybersecurity 
breaches in fiscal 2008. 
Breakdown by type:

Note: Fiscal year ends Sept. 30
Source: Department of Homeland Security

Improper
usage
3,762

Unauth.
access
3,214

Malicious
code
2,274

Scans, probes,
attempted
access
1,272

Under
investigation/
other
7,528

Spies are said to have stolen data 
on the F-35 Lightning II fighter.
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Obama open to action against memo authors
U.S. president says
CIA tactics reflect
loss of moral bearings

By Jonathan Weisman

WASHINGTON—U.S. President
Barack Obama on Tuesday left open
the possibility of legal action
against Bush administration offi-
cials who formulated policies that
led to “enhanced interrogation tech-
niques”—which critics have called
torture.

Meeting with Jordan’s King Ab-
dullah, Mr. Obama said he hasn’t
changed his position that employ-
ees and contractors of the Central In-
telligence Agency should not be
prosecuted for the techniques
spelled out in documents released
by his administration last week,
such as waterboarding, slamming
detainees against a “flexible false

wall,” or confinement in a box with
insects.

But Mr. Obama drew a distinc-
tion between those who carried out
the policies and those who formu-
lated them. He said the Justice De-
partment is looking into the Bush-
era memos that authorized
the interrogation tactics
and that he did “not want to
prejudge” the outcome of
that examination.

Mr. Obama’s statement
was a shift from a position
taken by White House Chief
of Staff Rahm Emanuel. On
ABC’s “This Week” Sunday,
Mr. Emanuel said the White
House’s opposition to prose-
cutions extended not only
to CIA officials but also to
“those who devised the policy.”

The president on Tuesday came
close to endorsing an independent,
bipartisan commission to examine
the use of harsh interrogation tactics
in the wake of the terrorist attacks of

Sept. 11, 2001. Rather than public
hearings in Congress, which could
break down in partisan recrimina-
tion, he said “a more sensible ap-
proach” would be a bipartisan exami-
nation that would include “indepen-
dent participants who are above re-

proach.”
Mr. Obama cautioned

that he wasn’t saying such
an effort “should be done.”
But his positive words
could bolster calls from se-
nior Democrats in Con-
gress for a “truth commis-
sion” to look back at the
previous administration’s
policies in what former
President George W. Bush
called the global war on ter-
ror.

Mr. Obama said last week’s re-
lease of the interrogation memos
was “one of the tougher decisions
I’ve had to make as president.”

CIA Director Leon Panetta had
pushed for more extensive redac-

tions from the memos, squaring off
against Attorney General Eric
Holder, who favored disclosure. Ulti-
mately, Mr. Obama sided more with
his attorney general, arguing that
much of the information was al-
ready public. White House spokes-
man Robert Gibbs on Monday cited
a recent article in the New York Re-
view of Books.

Republicans have harshly criti-
cized Mr. Obama over the memos’ re-
lease. Former Vice President Dick
Cheney, former House Speaker
Newt Gingrich and others have
called the move a security breach
that amounts to a tutorial on U.S. tac-
tics for its enemies and a propa-
ganda coup for al Qaeda.

Liberals and civil libertarians
have taken the opposite tack, excori-
ating the president for refusing to
prosecute CIA officials who con-
ducted the interrogations, including
266 rounds of waterboarding—or
simulated drowning—on two al
Qaeda leaders alone.

Mr. Obama said Tuesday that the
memos “reflected, in my view, us los-
ing our moral bearings. That’s why
I’ve discontinued those enhanced in-
terrogation programs.”

He said it would be inappropriate
for those who acted based on “legal
opinions or guidance that had been

provided from the White House” to
be prosecuted. As for possible legal
action against those who formu-
lated that guidance, “that is going to
be more of a decision for the attor-
ney general, within the parameters
of various laws, and I don’t want to
prejudge that,” Mr. Obama said.

CORRECTIONS & AMPLIFICATIONS
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Barack Obama

Republicans have
harshly criticized
Mr. Obama over the
memos’ release.
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No bank has moved out of Ca-
nary Wharf, and Bank of America
Corp. has no immediate plans to
leave the office district and is evalu-
ating its options. An April 15 Prop-
erty Report article about Songbird
Estates PLC, which owns a 61% inter-
est in Canary Wharf Group PLC, in-
correctly said that Bank of America
had exercised an option to get out of
Merrill Lynch’s lease.

Rents Canary Wharf Group
charged in 2008 achieved an in-
crease of 12% over the previous aver-
age rents of £41 per square foot. The
article incorrectly said the compa-
ny’s average rent is £54.49 per
square foot and that new tenants
were paying 18% less than average.
In addition, the company’s average
unexpired lease term is 18 years, not
15.2 years, as stated in the article.

Songbird’s net assets dropped
80.4% in 2008 to £459.7 million. The
article incorrectly said the total

value of Songbird’s assets fell by
that amount. Also, Songbird’s debt
service last year was £253.4 million,
not £470.5 million as stated in the ar-
ticle.

WPP has sued digital ad firm
Spot Runner Inc., claiming two com-
pany founders and other sharehold-
ers committed fraud by selling $54
million of their holdings in Spot Run-
ner without disclosing the sales to
investors. An Advertising article
Monday incorrectly said WPP al-
leged that the founders and some
shareholders sold $40 million of
their holdings.

“The Horse as a Courtly Motif in
Art” is on exhibit at the Kunstmu-
seum Liechtenstein in Vaduz, Liecht-
enstein. The Weekend Journal Time
Off listing on April 17 incorrectly
said the show was at the Liechten-
stein Museum in Vienna.
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PPR says luxury sales remain ‘sluggish’

Tesco calls a bottom to retail market, sees fledgling rebound

IMF says U.S. and European banks need $875 billion

this, because these are questions of
security,” he added. Official inter-
est in the Internet—now used by an
estimated 50 million Russians—
has stepped up particularly since
Mr. Medvedev became president a
year ago, industry officials say. Un-
like his predecessor, Mr. Medvedev
is a regular user of the Internet and
Tuesday announced plans to ex-
pand his blog.

Last fall, Russian antitrust regu-
lators blocked Google’s purchase of
an Internet-advertising company.
People close to that deal said govern-
ment officials privately expressed
concern about selling control of a
major local player to Google.

The Communications Ministry
is working up security criteria to de-
termine where foreign ownership
might be restricted; a spokes-
woman endorsed Yandex’s pro-
posed approach as “one form of de-
fense for the state.”

Yandex’s plan would bypass Rus-
sia’s unwieldy foreign-investment
laws. Instead, it would sell at a nom-
inal price to a state-controlled com-
pany—one candidate is OAO Sber-
bank, the national savings bank,
where a pro-market former eco-
nomics minister is CEO—a “golden
share” entitling it to the right to
block any shareholder from acquir-
ing more than 25% of Yandex.

The share would have no other
rights, and the state company
would have no role in Yandex man-
agement, according to Mr. Volozh.
Legally, it would be a stake in the
Dutch holding company that con-
trols Yandex, he said, since Russian
law doesn’t provide for such agree-
ments.

Mr. Volozh said the deal, which
could be completed within a few
weeks or months, wouldn’t hinder
Yandex plans to sell a minority
stake in an initial public offering in
the future.

Continued from first page

that the retailer’s customers were
still under a great deal of stress, and
that signs of a consumer revival
were premature.

“Retailers’ results
haven’t been as bad as ex-
pected, but this thing isn’t
going to turn around any
time soon,” cautioned Jon
Wright, industry manager
for retail at London-based
research company Eu-
romonitor International. A
review of past downturns,
he said, showed that “re-
cessions are always a bit
longer and deeper than
people expect.”

Tesco isn’t alone in its outlook,
however. “We’re seeing signs of sta-
bility,” with sales returning to pre-
Christmas levels in North America,

Lew Frankfort, chairman and CEO of
luxury-goods retailer Coach Inc.,
said Tuesday. Macy’s Inc., the U.S.
department-store chain, said sales

are stabilizing at lower lev-
els. “We aren’t seeing the
continued deterioration”
that began in mid-2008 and
continued earlier this year,
said Karen Hoguet, the
chain’s chief financial of-
ficer.

Target Corp.’s chief exec-
utive, Gregg Steinhafel, last
week told Minnesota Public
Radio said he saw encourag-
ing signs that the economy
was stabilizing, including in

the Minneapolis discount-chain’s
own sales. A spokeswoman for Tar-
get declined to comment Tuesday.
Analysts expect Amazon.com Inc.
to report Thursday that first quar-

ter sales rose 15%.
Tesco’s Mr. Leahy said British

shoppers had a bit more money to
spend as gasoline and food prices,
as well as mortgage costs, had de-
clined. He said Tesco also recorded
an upswing in consumer sentiment
in Central Europe, and perceived
that economic activity was picking
up in Asia.

One exception to the trend,
Tesco said, was the Western U.S.
Tesco’s stores in Southern Califor-
nia, Phoenix and Las Vegas have
been hit hard by the collapse of local
real-estate markets. “In some of
these areas, there has been depopu-
lation,” Mr. Leahy said.

Helped by better-than-expected
sales in the U.K. and strong growth in
Asia, Tesco’s sales rose 15%, to £59.4
billion ($86.4 billion) in the 53 weeks
ended Feb. 28, from £51.6 billion in

the year-earlier period. Net profit in-
creased 1.9% to £2.16 billion from
£2.12 billion. Tesco doesn’t release
group-wide quarterly results.

“No one is forecasting an upturn
but in general things seem not to be
getting worse,” said Stephen Baker,

vice president of industry analysis
at the NPD Group, which tracks re-
tail sales. An NPD survey of 1,200
U.S. consumers in March showed a
slight uptick in spending plans after
falling regularly since the fall.
 —Rachel Dodes and Karen Talley

contributed to this article.
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anticipated losses.
“The Europeans haven’t appreci-

ated just how bad their situation is,”
said Adam Posen, deputy director of
the Peterson Institute for Interna-
tional Economics, a Washington
think tank.

In certain areas, the IMF has a
bleaker outlook than some promi-
nent Wall Street bears.

The fund projects that 7.9% of U.S.
loans will have gone bad by next year.
In a recent research report, Calyon Se-
curities analyst Mike Mayo predicted
that losses will crest at 3.5% of loans,
a level that he said would slightly
eclipse the peak rate during the Great
Depression. Mr. Mayo estimated that
U.S. banks are only about one-third of
the way through accounting for
losses on credit cards and other non-
mortgage consumer loans, while
losses on business loans “seem in the
early stages.”

Despite the report’s grim mes-
sage, some IMF officials sounded a
somewhat optimistic note. They said
improvements in some markets in
the past month or so point to the pos-
sibility that writedowns could come
in below the report’s projections.

“Circumstances in some of the
markets were worse than they are
now” when the $4.1 trillion loss esti-
mate was calculated at the end of
March, said Jan Brockmeijer, deputy
director of the monetary and capital-

markets department, after a news
briefing on the report.

The market improvements have
been “across the board,” but not sig-
nificant enough to alter the overall
outlook, said Mr. Brockmeijer. Some
of the biggest improvement has come
from emerging-market spreads,

which he said is in part due to the re-
cent announcement of plans to qua-
druple the IMF’s resources, and the
willingness of Mexico, Poland and Co-
lombia to seek new IMF credit lines to
bolster their economies.

Even so, the report’s conclusion
that the banking industry’s misery is

far from over is likely to cast a further
cloud over the industry, just as sev-
eral big banks have reported quar-
terly profits recently. (The latest
came Monday, as Bank of America
Corp. said it earned $4.2 billion in the
first quarter.)

Many of the banks’ profits, how-

ever, have stemmed from a combina-
tion of unsustainably high trading
revenue and a variety of one-time
gains. Bank executives, investors and
analysts are bracing for losses to con-
tinue accelerating as economies
around the world remain mired in re-
cession, leading more individuals
and businesses to default on loans.

The IMF urged governments to
“take bolder steps” in injecting capi-
tal through common shares “even if it
means taking majority, or even com-
plete, control of institutions.” Govern-
ment ownership may be necessary to
restructure institutions, the IMF said.

The U.S. government has tried to
avoid outright nationalization. But it
could go a long way to meeting the
IMF’s estimate of the $275 billion in
equity that U.S. banks will need by
2010 by converting into common
shares the approximately $200 bil-
lion in preferred shares the govern-
ment owns in more than 500 U.S. fi-
nancial institutions.

Federal banking regulators this
month are wrapping up “stress
tests” of the U.S.’s 19 largest banks,
and industry experts believe the re-
sults will uncover capital holes in the
balance sheets of at least several big
institutions. But private investors re-
main reluctant to pump money into
the industry until it’s clear that
losses have peaked.
 —Tom Barkley

contributed to this article.
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By Ruth Bender

and Max Colchester

PARIS—Mass retail and fashion
group PPR SA posted a 2.6% drop
in first-quarter sales and said reve-
nue in its luxury unit remained
“sluggish” in March, signaling that
demand for high-end products is
still suffering amid the downturn.

“There’s been little improve-
ment, if any,” PPR Chief Financial
Officer Jean-Francois Palus said
during a conference call with ana-
lysts, in response to a question
about whether the performance of
its luxury division had picked up re-
cently.

PPR makes a bigger chunk of its
global sales from mass retail opera-
tions—which include the Con-
forama furniture retail business
and Fnac media and books chain.
Yet analysts have been urging the
company to focus on its higher-

margin luxury goods division,
which includes designer labels
Gucci and Yves Saint Laurent, to
fuel future growth.

Both sides of the business are
under strain amid the global eco-

nomic slump. PPR said sales for the
first three months of the year were
Œ4.8 billion ($6.20 billion), down
2.6% from a year earlier, with sales
at all of the company’s mass retail
operations falling. Conforama was
hit hardest, with sales down 10%
year-on-year in the first quarter.

Sales at the Gucci Group fell
3.4% on a like-for-like basis taking
into consideration currency fluctu-
ations. A fall in sales in U.S and
Western Europe at Gucci Group
was partially offset by surging de-
mand in the Asia Pacific region,
the company said. Leather goods
sales continued to hold up well,
Mr. Palus said during the analysts’
call.

The group did not break out
profits for the quarter and de-
clined to give guidance for the rest
of the year.

In 2009 the company said it
would focus on reducing costs.
PPR in February announced cost-
cutting plans for Fnac and Con-
forama. Those could lead to a total
of 1,200 job cuts, mostly in France.
The group will continue to cut
costs across areas, including
travel costs, advertising and staff,
Mr. Palus said.

Russia Web firm may cede control

Terry Leahy

Red ink | Estimated financial-sector writedowns between 2007–10

 Source: International Monetary Fund
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By Jonathan House

MADRID—Spain is pre-
paring a bank bailout fund
but will likely shy away
from making politically dif-
ficult changes to the coun-
try’s unlisted savings
banks, which have strong
ties to local communities
and businesses, Bank of
Spain Gov. Miguel Ángel
Fernández Ordóñez said.

“We need an instru-
ment to help us manage
bank restructurings with-
out the need for govern-
ment approval,” he said.

Late last month, the Bank of
Spain took over management of
Caja Castilla Mancha, a savings
bank, and provided it with a Œ9 bil-

lion ($11.63 billion) liquidity line
in its first bailout of the financial

crisis.
The move required the

government to call an emer-
gency cabinet meeting to ap-
prove the use of public
funds.

As a result, the Bank of
Spain is now advising the fi-
nance ministry on legisla-
tion that would create a new
bailout fund that would be fi-
nanced, in part, by taxpayer
money.

Mr. Fernández Ordóñez
said this legislation would
be unlikely to make changes

to the legal structure of Spain’s sav-
ings banks, which are thought to be
more vulnerable to the crisis than
their listed peers.

Spain prepares bailout fund
for regional savings banksWiretap irks lawmaker

Harman reportedly
agreed to help case
of pro-Israel lobbyists

LEADING THE NEWS

Miguel Ángel
Fernández

Ordóñez

By Peter Spiegel

WASHINGTON—Rep. Jane Har-
man asked the Justice Department
to release wiretap transcripts of her
conversations, following published
reports that she was caught on tape
agreeing to seek leniency for two
pro-Israeli lobbyists under investi-
gation for espionage.

In a letter to Attorney General Eric
Holder sent Tuesday, Ms. Harman
said the eavesdropping on her conver-
sations was an “abuse of power.” Ms.
Harman, the former top Democrat on
the House Intelligence Committee,
also denied contacting law-enforce-
ment agencies to influence the George
W. Bush administration’s inquiry.

“Let me be absolutely clear: I never
contacted the Department of Justice,
the White House or anyone else to
seek favorable treatment regarding
national security cases on which I was
briefed, or any other cases,” the Cali-
fornia lawmaker wrote in the letter.

According to the published ac-
counts, first reported by Congres-
sional Quarterly, Ms. Harman ap-
peared to agree to push for leniency
for the two employees of the Ameri-
can Israel Public Affairs Committee
in exchange for help gaining the
chairmanship of the intelligence

panel. The recordings were report-
edly made by the National Security
Agency. It’s not clear precisely what
the agency was monitoring.

In the transcripts, Ms. Harman
was reportedly told that a major Dem-
ocratic donor could be convinced to
cut off contributions to Rep. Nancy
Pelosi (D., Calif.) in order to pressure
her to give Ms. Harman the intelli-
gence chair once Democrats gained
control of Congress. Ms. Harman
failed to get the intelligence post af-
ter a fight within the Democratic cau-
cus, and now heads a subcommittee.

In her letter to Mr. Holder, Ms.
Harman does not deny speaking to
advocates for the AIPAC lobbyists.
But she said she took no action on
their behalf. Ms. Harman didn’t ad-
dress the question of whether she
used the matter to further her ambi-
tion of running the committee.

Ms. Harman said conversations
with advocates are part of routine
congressional work, and called on
Mr. Holder to investigate whether
other members of Congress were
subject to eavesdropping by execu-
tive-branch agencies.

“As you know, it is entirely appro-
priate to converse with advocacy or-
ganizations and constituent groups,
and I am concerned about a chilling
effect on other elected officials who
may find themselves in my situa-
tion,” Ms. Harman wrote.

The two former AIPAC employ-
ees, Steven J. Rosen and Keith Weiss-
man, have been charged in federal
court in Virginia with espionage. Au-
thorities alleged they passed on infor-
mation they learned from the Bush
administration to journalists. The
trial of the two men, who pleaded not
guilty, is scheduled for June.

By Nicholas Birch

ISTANBUL—Turkish antiterror
police arrested 37 al Qaeda suspects
in the latest crackdown aimed at ex-
tremists planning attacks in Turkey.

In raids just after dawn, security
forces detained 20 in suspected cell
houses in central and southern Tur-
key, the official news agency Anato-
lia reported. Fourteen of the sus-
pects were arrested in Gaziantep, a
city near the Syrian border that po-
lice say is the hub for militants trav-
eling to and from Iraq.

The media said one of the men ar-
rested had commanded the local cell
since January. In a related operation
in Kahramanmaras, police arrested
17 alleged members of an unnamed
group with suspected links to al
Qaeda and continued to look for
three others, Anatolia said. Police
declined to comment on operations,
which come a fortnight after police
in a western Turkish city arrested
seven other al Qaeda suspects.

A secular Muslim country and
North Atlantic Treaty Organization
member with 800 soldiers in Af-
ghanistan, Turkey has cracked
down on al Qaeda-linked groups
since November 2003, when 63 peo-
ple died in four truck-bomb attacks
in Istanbul that targeted two syna-
gogues, the British consulate and a
British bank. Seven men were jailed
for life in 2007 for the bombings, in-
cluding a Syrian national who mas-
terminded the attacks.

Police have speeded up opera-
tions since July, when three police-
men and three assailants died in a
gun battle outside Istanbul’s U.S.
consulate.

Turkey arrests
al Qaeda suspects
in crackdown
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Oracle taps playbook with Sun bid
Move plunges CEO
into tough market
for server systems

By Don Clark

And Ben Worthen

As the software industry’s lead-
ing consolidator, Larry Ellison
knows how to move fast.

After months of talks by Interna-
tional Business Machines Corp. to
buy Sun Microsystems Inc. foun-
dered, Oracle Corp.’s battle-tested
takeover team swung into action
Thursday night and swept up the
computer maker by Sunday, people
familiar with the situation said.

Oracle’s offer for Sun of $7.38 bil-
lion, or $9.50 a share, was slightly
higher than a final bid IBM made over
the weekend, these people said. Sun’s
board also felt Oracle would face less
antitrust scrutiny and be more likely
to close the deal, these people said.

The rapid-fire action is reminis-
cent of Oracle’s surprise move in
June 2003 to launch a hostile take-
over for rival PeopleSoft, which
came a few days after that company’s
announcement of a deal to buy an-
other competitor.

Oracle’s hard-fought battle for
PeopleSoft would be a prelude to
more than 50 acquisitions,
prompted by Mr. Ellison’s belief that
many smaller companies were
doomed because of slowing revenue
growth and the desire by companies
to buy from fewer suppliers.

Oracle’s deal efforts are led by
two presidents, Safra Catz and
Charles Phillips, who previously
worked on Wall Street and have
proven adept at wringing profits
from acquisitions. Analysts say Ora-
cle has been able to acquire compa-
nies with operating-profit margins
of 10% and within six months expand
those margins to 40%.

Acquiring Sun will pose new
kinds of challenges. Besides software
such as Java and the Solaris operat-
ing system, which Mr. Ellison cited as
key motivations for the deal, Sun is
known for hardware lines that have
contributed to losses in three of the

last four quarters.
A large server business based on

Sun’s own chip technology, called
Sparc, has been declining lately; a
newer business, targeting the larger
marketfor serversbased on chips de-
rived from the PC industry, is grow-
ing but faces tough competition
from larger rivals.

Nevertheless, Ms. Catz vowed to
make Sun, including its hardware
businesses, a major contributor to Or-
acle’s earnings after the projected
close of the deal this summer. She es-
timated that Sun will contribute
more than $1.5 billion to Oracle’s op-
erating profit, excluding charges and
other one-time items, in the first full
year following the acquisition.

Oracle has moved quickly to re-

duce staff at companies it has pur-
chased, and Ms. Catz indicated it
would move aggressively to cut costs
atSun.“Wehaveatrackrecordofinte-
grating acquisitions very rapidly, and
thistimewillbenodifferent,”shesaid
in a conference call with analysts.

Oracle has about 86,500 employ-
ees, while Sun, which has been cut-
ting jobs, has about 30,000 workers.

Mr. Ellison, Oracle’s chief execu-
tive, and Scott McNealy, Sun’s chair-
man and co-founder, are longtime al-
lies. The combination of Oracle’s data-
bases and Sun’s servers drove both
companies’salesformuchofthe1990s.
The two men formed a united front for
muchofthat decadeagainstMicrosoft
Corp.,exploitingSun’sSolarisandJava
programming technology as founda-

tions for writing business software as
an alternative to Windows.

They said during a conference call
Monday that the deal will allow Oracle
to sell specially configured combina-
tions of hardware and software, much
the same way Oracle recently started
doing with a server supplied by
Hewlett-Packard Co. “Completely in-
tegratedcomputersystems,hardware
andsoftware,runningbothOracleand
Solaris should be even more popular
and very profitable,” Mr. Ellison said.

A spokesman said Mr. Ellison was
traveling and unavailable for addi-
tional comment. Mr. McNealy and
Jonathan Schwartz, who succeeded
him as Sun’s CEO in 2006, also de-
clined to comment, through a spokes-
woman. The executives didn’t take
questions during the conference call.

Despite the close ties between the
companies, Oracle wasn’t consulted
over the past several months as Sun
sounded out suitors besides IBM, peo-
ple familiar with the situation said.
Sun representatives reached out to
Oracle last week, they added.

The IBM talks had reached an im-
passe two weeks ago. One factor was
that IBM would wind up with about
two-thirds of the market for Unix
server systems if it bought Sun. That
levelofconcentration wasexpected to
delay government antitrust approval
for a deal for nine months or more.

Sun pressed IBM for assurances
that it wouldn’t walk away from the
transaction, these people said. Price
was also a factor; Sun’s board on
April 4 rejected an offer that some
people placed at $9.40 a share,
though some put the value at $9.10.

One person familiar with the situa-
tionsaidIBM’sfinalofferovertheweek-
endwasclosertothelatterfigure,mak-
ingOracle’s$9.50offerafinanciallybet-
ter alternative in the view of Sun’s
board and more likely to close. Oracle
has to pay Sun a $260 million breakup
fee if it terminates the transaction.
 —William M. Bulkeley

contributed to this article.
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Takeovers complicate tech-firm alliances

Sources: Capital IQ; WSJ reporting

Big buys
A few of Oracle’s notable recent acquisitions:

April 20, 2009

Jan. 16, 2008

March 1, 2007

Sept. 12, 2005

Dec. 12, 2004

Sun Microsystems/Servers,
storage devices and software

BEA Systems/
Infrastructure software

Hyperion Solutions/
Business-intelligence software

Siebel Systems/Salesforce-
management software

PeopleSoft/Human-resources
and financial software

Announced Target company/Business Deal value (in billions)

$7.4

8.5

3.3

5.9

10.3

Oracle CEO Larry Ellison, shown in September, is known for his big bets.

By Justin Scheck

OracleCorp.’ssurprisedealtobuy
Sun Microsystems Inc. is the latest
sign that technology heavyweights
are encroaching on each other’s turf,
forcing customers to cope with fewer
suppliers and complicating relation-
ships among the companies.

Oracle’s $7.38 billion agreement
to acquire Sun moves the software
company into areas in which it has
had a relatively small presence. In ac-
quiring Sun, Oracle gets into selling
computer-server systems, which
puts it in competition with existing
partners such as Hewlett-Packard
Co. The deal also expands Oracle’s
software offerings in areas like data-
bases and managing back-office com-
puter functions, increasing its rivalry
with companies like Microsoft Corp.
and International Business Ma-
chines Corp.

Such turf wars are increasing as
technology companies try to be-
come one-stop shops for hardware,
software and services. At stake are
sales in growing areas, such as the
$100 billion that is expected to be

spent on data centers—the large,
back-office computing rooms—this
year, according to analysis firm IDC.

But the mounting turf wars are un-
settlingsomecorporatecustomers,es-
pecially those who run data centers.
For the past decade or so, these corpo-
rate customers have used products
from various vendors. Now some are
worriedthatconsolidationwilldisrupt
their systems and limit their choices.

Oracle’s acquisitionof Sun particu-
larly threatens to alienate Sun soft-
ware users, who in some cases have
chosen Sun products over Oracle’s
competing software. “I’m not really
thrilled,”saidDonMcAskill,chiefexec-
utive of online photo-sharing site
SmugMug Inc. “I never in a million
years thought I was an Oracle cus-
tomer, and now overnight I am.” He
added that while he isn’t opposed to
Oracle, its products “were always out-
side our price range.”

Jeff Jalbert, chief executive of JCC
Consulting Inc., an Ohio company that
sets up Oracle databases on H-P com-
puters for customers, said he is con-
cerned about buying hardware from
Oracle because it traditionally has

been a software company. “Why
would I buy hardware from these
guys?” he asked, adding that he likes
having multiple vendors. “I don’t
want to be cornered by any one of the
vendors.”

The transaction follows similar
moves in recent months by other
tech companies attempting to ex-
pand by taking revenue away from
longtime allies, especially as the re-
cession has crimped tech spending.
Cisco Systems Inc., which special-
izesinnetworkingequipment,inJan-
uary announced its entrance into the
back-office computer market. At the
same time, H-P stepped up its invest-
ment in building its own networking
gear. That has strained the relation-
ship between the companies.

H-P and Dell Inc. didn’t address
how Oracle’s acquisition of Sun may
shift their relationship with the soft-
ware company. An H-P spokeswoman
said Oracle customers use H-P serv-
ers more than any other brand and
added that “H-P will continue to pro-
vide Oracle software to customers.”
A Dell spokesman said Oracle is a
“good partner” and that the compa-

nies have a cooperative relationship.
Neil Charney, general manager of

Microsoft’s applications platform and
developer tools, said “customers
should ask themselves if this will add
morecomplexityandcosttotheirenvi-
ronments at a time when the industry
is asking for more clarity and value.”

A spokesman for IBM declined to
comment.

But with its purchase of Sun, Ora-
cle, of Redwood City, Calif., goes
from producing no hardware to be-
coming the world’s fourth-largest
maker of blade servers—the com-
pact computers that are the fastest-
growing segment of the back-office-
computing market.

That market is currently domi-
nated by H-P, which had a 55% mar-
ket share in the last quarter of 2008,
according to IDC. IBM and Dell are
second and third, respectively. But
blade sales for Sun, based in Santa
Clara, Calif., have been growing, and
that growth could accelerate if Ora-
cle decides to discount the hard-
ware to sell more software.
 —Ben Worthen

contributed to this article.

Online today
Track Sun's stock performance amid

the struggle between Oracle and IBM,
at WSJ.com/Business
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By Elizabeth Williamson

WASHINGTON—Most charities
once refused cash carrying a whiff of
scandal. Now they often are accept-
ing—and in some cases seeking—
campaign contributions from dis-
graced Wall Street firms and figures
that have been unloaded by politi-
cians eager to escape public outrage.

U.S. President Barack Obama,
White House economic adviser Larry
Summers and several members of
Congress said they have given away
money they received from fallen
banks or mortgage companies and
disgraced financiers like Bernard
Madoff and R. Allen Stanford.

In years past, charities have re-
fusedtobacco company money, gam-
bling winnings and contributions
from companies whose labor and
benefits policies they disagree with.
Butwithcharities reportingsubstan-
tialdropsingivingin2008,manyphi-
lanthropies feel they aren’t in a posi-
tion to be as selective.

The nation’s financial scandals
have had a direct impact on chari-
ties: The Elie Wiesel Foundation for
Humanity, for example, lost $15.2 mil-
lion—virtually all its assets—which
were invested with indicted finan-
cier Bernard Madoff. But in Con-
gress, those same scandals have pro-
vided charities with an additional
spigot of cash, and politicians are
emerging as influential—if contro-
versial—new philanthropists.

EllenRoman,executivedirectorof
theBoysandGirlsClubsof Southeast-
ern Connecticut, part of the national
network of Boys and Girls Clubs, got
$4,000fromSenateBankingCommit-
tee chairman Sen. Christopher Dodd
(D., Conn.), who received the money
asadonationfromfallenmortgagegi-
ant Countrywide Financial Corp.

Ms. Roman didn’t know the
money originally came from Country-
wide; if she had, she says, she might
have asked the charity’s national of-
fice to review it. But “it’s very chal-
lenging times right now,” she says.

Deciding which donations to ac-
cept, especially at a time when public
sensitivities about financial impro-
priety are running high, can be a com-
plicated calculus for philanthropies.

“Organizations weigh how much
of an assault on their integrity this
is, and whether they have the credi-
bility to withstand that assault,”
says Gene Tempel, president of the
Indiana University Foundation. “You
either damage your integrity a little
bit, or you don’t serve some people.”

Some donations that politicians
have been most eager to unload have
come from Mr. Stanford, who has
been named in a civil complaint by
the Securities and Exchange Com-
mission on allegations that he was
running a Ponzi scheme. Dick De-
Guerin, Mr. Stanford’s attorney, said
his client intends to fight all the
charges.

Mr. Obama gave the Chicago Coali-
tion for the Homeless $4,600 that he
received from Mr. Stanford, a former
campaign aide said. Coalition spokes-
woman Anne Bohway said the group
doesn’t discuss “private donations.”

Public figures in Washington also
have been wary of accepting fees
from companies that later received
federal bailout funds. Mr. Summers
listed a $45,000 speaking fee he re-
ceived from Merrill Lynch & Co., later
bought by Bank of America, which ac-
cepted taxpayer funds, among hono-
raria he gave to charity, according to
White House financial disclosures. A
Merrill Lynch spokeswoman de-
clined to comment.

‘Tainted’ funds
put to good use
with charities
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Great Wall Motor unveiled its GWKulla all-electric car Monday in Shanghai.
Alternative-fuel cars were some of the hottest items on display at the auto show.

Chinese show off electric vehicles

Scuderi Group unveiled a prototype of its fuel-saving engine Monday. Car makers including Honda and Daimler have shown interest.

Interest grows for new engine design
Peugeot, Honda and other car makers look into ‘Scuderi’ technology as industry looks for fuel-saving options

By Norihiko Shirouzu

SHANGHAI—Chinese auto mak-
ers are unveiling a slew of battery-
powered cars and other energy-effi-
cient vehicles at this week’s auto
show here that could make them
more globally competitive and
eventually help address the air pol-
lution that chokes many Chinese cit-
ies.

Alternative-fuel cars were some
of the hottest items on display at
the Shanghai auto show from home-
grown companies like Geely Auto-
mobile Holdings Ltd., Brilliance
Jinbei Automobile Co. and Chery
Automobile Co.

Some of the new and updated
models, such as a battery-powered
version of Geely’s Panda hatchback,
may hit the market as early as Octo-
ber, and in some cases they might
carry price tags low enough for
farmers and other rural residents
with limited financial means.

The aggressive plans illustrate
China’s growing commitment to
electrified vehicles and its strategy
to support auto makers developing
various types of electric cars and
components with research subsi-
dies. The government sees environ-
mental upsides and a chance for its
car makers to gain ground on for-
eign rivals, since electric vehicles

are simpler to engineer than gaso-
line-engine ones.

Electric vehicles are “definitely
affordable and environmentally
friendly technology, and we think
there’s a huge potential market in
China for them,” Li Shufu, Geely’s
chairman, said in an interview Mon-
day.

Making electric vehicles afford-
able will be critical for them to have
an impact on the environment, as
vehicle ownership continues to rise
quickly. The hundreds of thousands
of new cars being added every year
to roads in China could further dam-
age already shaky air quality if they
are oil-based vehicles.

The battery-powered cars that
Chinese companies are showing
are intended to be much less expen-
sive than those planned by big for-
eign companies. Great Wall Motor
Co., based in northern China’s He-
bei province, on Monday unveiled
its planned GWKulla all-electric
car, which will likely be one of Chi-
na’s cheapest battery-powered
cars when it hits showrooms as
early as next year. Its expected
price tag is between 60,000 yuan
and 70,000 yuan, or about $8,780
to $10,250. The GWKulla, a short,
curvy compact, runs on lithium-ion
batteries and can go 160 kilometers
(99 miles) when fully charged, the

company says.
Chery showed a tiny battery car,

the Riichi M1, that boasts similar
technology and performance, and
is likely to be priced under 100,000
yuan. Geely’s Panda, which Geely ex-
ecutive Frank Zhao said the com-
pany plans to launch in China as
early as October, will be similarly
priced.

Those prices are much lower
than that of General Motors Corp.’s
Chevrolet Volt plug-in hybrid,
which is expected to sell for
$40,000 when it goes on sale in the
U.S. in late 2010. GM plans to launch
the Volt in China in 2011.

Chinese auto makers also
showed other types of “new en-
ergy” vehicles, including regular
gasoline-electric hybrids to com-
pete with Toyota Motor Corp.’s
Prius hybrid. Among the most nota-
ble: a gas-electric hybrid Shanghai
Automotive Industry Corp. plans
to launch by the end of next year.

China’s technologies for elec-
tric vehicles, especially batteries,
are still lagging behind in some im-
portant ways. And while many of
the cars being shown this week in
Shanghai are touted as “cutting
edge” by their producers, it re-
mains unclear how well they will
perform—and how Chinese con-
sumers will react to such “new en-

ergy” cars.
In early testing, reviewers said a

plug-in electric hybrid sedan from
China’s BYD Co. launched late last
year had some kinks. The car, called
the F3DM, was launched at least a
year ahead of a similar car planned
by Toyota. But the gasoline engine
in the BYD rattled and could be
noisy when it kicked in, the review-
ers said. The steering wheel also
tends to get stiff when making
turns because of the car’s increased
weight from the batteries. BYD has
said it is aware of these issues and
is working resolve them.

“From what we have seen so far,
[Chinese electric vehicle] technol-
ogy is not that advanced” in terms
of things like battery life, driving
range and recharging, said Nick
Reilly, head of GM Asia-Pacific oper-
ations, on Monday. “However, they
have pretty good cost, and we know
the Chinese government and these
Chinese companies are investing a
lot of money in battery technology,
so I think it would be foolish of us to
ignore them and believe that we are
that far ahead.”
 —Ellen Zhu

contributed to this article.

By Neal E. Boudette

WEST SPRINGFIELD, Mass.—On
Easter Sunday in 2001, Carmelo Scud-
eri called his family together in his
home here and announced, essen-
tially, that he had outsmarted the
world’s auto makers and their billion-
dollar research departments.

The retired engineer and inventor
told his children and grandchildren
he had developed a dramatically
more fuel-efficient design for the in-
ternal combustion engine, something
car companies have been chasing for
decades.

Eight years later, the late Mr. Scud-
eri’s revelation no longer seems as far-
fetched. His design—which involves
grouping an engine’s cylinders in
pairs, with each pair focusing on spe-
cific tasks—is gaining attention in an
auto industry that is now more open
to fuel-saving innovations.

A half dozen or so car makers, in-
cluding France’s PSA Peugeot Cit-
roën SA and Honda Motor Co. of Ja-
pan, have signed nondisclosure agree-
ments with the Scuderi Group, the
company founded by Mr. Scuderi’s
family, to be able to study the technol-
ogy closely, said consultants who are
working with the firm. Daimler AG of
Germany and Fiat SpA of Italy also
are looking at the Scuderi design, ex-
ecutives at those companies con-
firmed.

“We have looked at their simula-
tions and their [research] papers and
it is worth looking into further,” said a
Daimler scientist familiar with the
matter. “There is realistic potential
here.”

Honda declined to comment.
Robert Bosch GmbH, a giant Ger-

man auto supplier with expertise in
engine components, is developing
parts for the Scuderi prototype, with
the hope the engine will someday

make it into production.
On Monday in Detroit, the Scuderi

Group, owned by Mr. Scuderi’s wife,
five sons and three daughters, un-
veiled a prototype engine, the next
step toward proving that the design
works.

The Scuderi engine still needs to
pass many tests. Auto companies are
bombarded with designs for new en-
gines, and almost all never pan out. In
fact, the basic design of the gasoline
engine has remained largely un-
changed for a century.

But the race to improve fuel econ-
omy has heated up because of volatile

gasoline prices, increased interest in
reducing oil imports and the phasing
in of tougher fuel-economy and emis-
sions standards.

Car makers worry it will cost bil-
lionsof dollars to perfect new technol-
ogies, like electric cars and hybrids,
to cut fuel consumption. They could
eliminate much of that expense if
they could improve the tried-and-
true internal combustion engine.

One answer could be a technology
called HCCI, which yields a gasoline
engine that operates much like a die-
sel, requiring no spark plugs. Honda,
General Motors Corp. and others

have invested in HCCI. The Scuderi en-
gine is another possibility.

Today’s gasoline engines leave
much room for improvement. Only
about a third of the chemical energy
contained in a gallon of gasoline is
converted into mechanical energy
that turns the wheels of the vehicle.
The rest becomes heat or exits the
tailpipe as unburned fuel.

Mr. Scuderi was an expert in ther-
modynamics, which examines the re-
lationship between mechanical mo-
tion, friction and heat.

In a normal engine, a piston
moves up and down in a cylinder in a

four-stroke cycle—down as a mixture
of air and fuel enters the cylinder; up
to compress the mixture; after a
spark ignites the fuel, the piston is
driven back down in the power
stroke; and then up again, pushing
out exhaust gases and starting the cy-
cle over.

In the Scuderi design, pairs of cyl-
inders work together. One cylinder
does nothing but intake and compres-
sion. It is partnered with another that
does only combustion and exhaust. A
high-speed valve channels the pres-
surized fuel-airmix from the compres-
sion cylinder to the combustion cylin-
der.

Mr. Scuderi envisioned putting
two sets of paired cylinders together
to make a four-cylinder engine. Ac-
cording to his calculations, this setup
should reduce resistance within the
engine, result in greater compression
of the fuel and air, and faster and
more complete burning of the mix-
ture.

Mr. Scuderi calculated that these
and other changes could convert
about 40% of the energy in gasoline
into mechanical energy.

Mr. Scuderi suffered a heart at-
tack and died in 2002. His children
continued to refine the engine de-
sign, and now envision adding a tank
to store highly compressed air that
can be fed into the combustion cylin-
der to further improve efficiency.

The firm believes the Scuderi en-
gine, equipped with the air tank and a
turbocharger, could increase a vehi-
cle’s fuel economy by perhaps 50%.

Sivam Sabesan, an engine expert
at consulting firm Frost & Sullivan
who has examined the Scuderi de-
sign, said there are no obvious flaws
that would suggest the engine won’t
work. “You just have to throw [engi-
neering] resources at it and you can
work it out,” he said.
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U.K. house prices edge up as buyers return
Many just looking
as activity increases;
budget to detail plan

Engineer of change
A retired inventor’s
efficient design sparks car
makers’ interest > Page 4

By Anita Likus

LONDON—As the U.K. govern-
ment prepares to announce provi-
sions to address the housing cri-
sis, prospective buyers are return-
ing to the market but many are
stopping short of making pur-
chases.

Some U.K. house builders have
reported sales growth this year,
and reports by the Royal Institu-
tion of Chartered Surveyors and
others suggest that both sales and
mortgage approvals rose slightly
recently.

More people also viewed homes
in March, and prices have edged
up. Lender Nationwide Building So-
ciety said the price of a typical
house increased in March for the
first time since October 2007, ris-
ing 0.9%, reducing the annual rate
of decline to 15.7% from 17.6%. Bank
of England figures show an in-
crease in mortgage approvals in
February.

But industry observers said
the rise in house prices could be
temporary. Prices still are at his-
toric lows, and there is little evi-
dence that the market is stabiliz-
ing.

“The surprise rise in house
prices in March does not mean that
the housing market correction is
finished,” said Seema Shah, an
economist at Capital Economics, a
research group in London.
“Monthly house-price indices are
volatile, so one month’s increase is
likely to be a blip in the underlying
downward trend.”

Real-estate agents attributed
the slight rise in prices in March to
a change in buyer mix, as the lack
of mortgage availability means
that activity comes from buyers
who are cash or equity rich. John
East, a London branch manager at
estate agent Kinleigh Folkard &
Hayward, said he had seen more ac-
tivity in the mid- to high-end mar-
ket, which may inflate the data.

All this comes as the government
is expected to launch its latest effort
to spark more activity. So far, the gov-
ernment has introduced a number of
initiatives, including a program in
which it and developers provide a
30% equity loan to home buyers on a

five-year, interest-free basis. The
government also has raised the cap
on the stamp duty so buyers who pay
up to £175,000 ($254,000) don’t
have to pay the tax.

Some observers said that the
U.K. budget, which will be detailed
Wednesday, will extend the stamp-
duty exemption, possibly by rais-
ing the cap.

That might result in more sales
by buyers who had been holding
back. But some analysts said that
the added incentive probably
won’t be enough to change the mar-
ket’s direction.

The price of the average house
has declined 19% since the peak of
the market in October 2007, while
detached and semidetached prop-
erties have fallen 16% and 18%, re-
spectively, and the price for flats
has fallen 22%.

The next few months could be
critical. Capital Economics pre-
dicts that if prices fall 40% from
their peak, as they are expected to
do by late 2010, the outstanding
balance of 3.75 million homeown-
ers’ mortgages will exceed the mar-
ket price of their homes.

Already, roughly 900,000 mort-
gage holders have negative equity,
the Council of Mortgage Lenders

said this month.
The fall in property values

means that the loan-to-value test
may prevent some homeowners
from refinancing their mortgages
to take advantage of low interest
rates.

While negative equity mightn’t
generate larger price drops, it
likely will discourage housing-
market activity and damp con-
sumer spending, economists said.
With fewer people getting mort-
gages, the credit market could
stumble, further damaging the
economy.

With the U.K. unemployment
rate rising to 6.5% in the quarter
ended in January, limited credit
availability and further problems
in the financial markets, the over-
all outlook of the housing market
remains weak.

“We expect trading to weaken
as the spring season comes to an
end, and as news flow becomes
dominated by rising unemploy-
ment,” said analyst Charlie Camp-
bell at Liberum Capital, a broker-
age in London.

The Royal Institution of Char-
tered Surveyors warned that “while
the housing market may now be out
of intensive care, it remains some

way off a return to normality.”
House builders also are wary of

calling an end to the downturn. Ex-
ecutives of Redrow PLC and Bell-
way PLC, who reported improved
conditions since the start of the
year, warned that recent growth
mightn’t be sustainable, and that
they are preparing for another
tough year.

Liberum’s Mr. Campbell said
the U.K. budget and updates from
house builders “should mark the
last of the good news for a while.”
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Bankers rebuff U.S. over Chrysler debt
Lenders say 85% cut
sought by Treasury
is far too drastic

CORPORATE NEWS

By Neil King Jr.

And Jeffrey McCracken

A group of the biggest banks in
the U.S. and other lenders rebuffed a
Treasury Department request that
they slash 85% of Chrysler LLC’s se-
cured debt, proposing instead to
eliminate about 35% in exchange for
a minority stake in the restructured
auto maker.

The lenders’ counteroffer marks a
significant act of brinkmanship as
the banks and the Obama administra-
tion’s auto task force duel over con-
cessions to avoid liquidating the
country’s third-largest car company.

Chrysler faces an April 30 Trea-
sury deadline to seal an alliance with
Italy’s Fiat SpA that also requires con-
cessions from lenders, as well as
from the United Auto Workers union.

Chrysler owes the lenders, which
include banks such as Citigroup Inc.

and J.P. Morgan Chase & Co., about
$6.9 billion. But President Barack
Obama and his auto team had de-
manded that the banks cut that to $1
billion, while gaining no equity stake
in a restructured Chrysler.

In their five-page counteroffer,
the lenders said they are prepared to
cut Chrysler’s first-lien debt by $2.4
billion, or down to about $4.5 billion,
in exchange for a minority equity
stake, likely to be 35% to 40%, accord-
ing to people familiar with the offer.

The lenders also are demanding
that Fiat pour some capital into
Chrysler in exchange for whatever eq-
uity stake it would gain. That could
be a source of conflict with the Italian
auto maker, which has said it won’t
put cash in the deal and instead give
Chrysler only technology.

In making their case for a signifi-
cantly smaller sacrifice than what
the government wants, the lenders
have argued that their fiduciary duty
to their own shareholders and inves-
tors requires them to recoup as much
as possible from Chrysler. The lend-
ers have told Treasury officials that,
if necessary, they could recover at
least 65% of their loans to the com-

pany if it is liquidated in bankruptcy.
Importantly, the steering commit-

tee of Chrysler banks that made the
counterproposal holds more than
66% of the $6.9 billion owed the car
maker’s lenders, said people familiar
with the matter. This means the com-
mittee has the requisite amount of
debt to control the votes of lenders if
Chrysler files for bankruptcy, under
U.S. bankruptcy code. A deal is also
subject to approval from a majority
of total holders in a group.

The committee has eight mem-
bers. The largest Chrysler bank-debt
holders are J.P. Morgan, Citigroup,
Goldman Sachs Group Inc. and Mor-
gan Stanley. Those four hold about
$4.3 billion of the debt, according to
people familiar with the matter.
Also on the committee are hedge
fund Elliott Management, dis-
tressed-assets investor Stairway
Capital Management, fund man-
ager OppenheimerFunds and advi-
sory and asset-management firm
Perella Weinberg Partners.

There are an estimated 45 lend-
ers and funds that hold the Chrysler
bank debt.

One banker involved in the talks

said the counteroffer essentially
was final. “This is not seen as a
horse-trading offer,” the banker
said. “This offer should be embraced
by the administration.”

A Treasury spokesman declined
to comment.

Many of the lenders were an-
gered by the demands made by the
head of the administration’s auto
team, Steven Rattner, who wanted
the banks to forgive $5.8 billion of
the $6.9 billion owed them in ex-
change for nothing.

“What the government was ask-
ing for was completely without prece-
dent in the history of bankruptcy in
the United States,” the banker in-
volved in the talks said. “Our reaction
to their proposal was, ‘Forget it.’ ”

The dispute with the lenders is
heating up as Mr. Rattner and his
team haggle in Washington with the
heads of Chrysler, Fiat and the UAW
over the details of an alliance be-
tween the two car companies.

The counteroffer also comes
about one week after the govern-
ment presented Chrysler lenders
with more than 60 pages of business
models and financial assumptions

for a combined, restructured
Chrysler. The government estimates
that Chrysler in a few years would be
back to the size it is today, once it
merges with Fiat.

That government model projects
Fiat-Chrysler wouldn’t be able to
start making payments on its debt un-
til 2012, said several people familiar
with the government projections.

The government assumes that
the $4 billion the Treasury lent
Chrysler largely will be wiped out, as
will $2 billion Chrysler owes Cer-
berus Capital Management LP and
Daimler AG, Chrysler’s last two own-
ers. The government would then put
in an additional $6 billion to fund the
operations of Fiat-Chrysler.

One assumption that upset some
lenders, including some on the bank
committee, was that Chrysler would
pay about $3 billion to a UAW retiree
health-care fund in 2009-10, said
these people. The UAW-Chrysler
fund would also get an unknown
amount of equity in the new Chrysler.

The fund had been owed about
$10 billion from Chrysler, but it is be-
hind the banks, Cerberus, Daimler
and the U.S. in the order to be paid.
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Nintendo personalizes its game player
DSi tools let users
create own content;
two cameras handy

Oracle draws on
familiar playbook
with Sun bid. Page 30

PPR says luxury
sales remain
‘sluggish.’ Page 31

By Katherine Boehret

N
INTENDO Co.’s strategy
of creating videogames
with simple graphics
that anyone can play
has worked well on its

Wii and portable DS. Earlier this
month, the company released the
$170 Nintendo DSi in an attempt to
spruce up its three-year-old DS Lite
and 5µ-year-old DS. At first glance,
this plain, rectangular clamshell
with dual screens appears to be the
same as its predecessors.

But a deeper dive into the DSi re-
veals its improvements. It now has

two cameras: one
facing the user and
another facing out;
its earlier itera-
tions had none. It

also now has a SecureDigital mem-
ory-card slot, so you can plug in an
SD card and listen to AAC music files
from iTunes on your DSi, which now
works as a portable music player, or
expand the DSi’s storage capacity.

The DSi is also Wi-Fi enabled in a
more secure way than previous mod-
els and can be used to buy and down-
load games and applications di-
rectly from Nintendo’s DSi Shop on-
line marketplace. This solves the
problem of carrying around multi-
ple game cartridges or losing them,
but might bother people who like
swapping games with one another.
The DSi’s Web browser is also faster
than its predecessors.

These physical changes affect
the way the DSi works in good and
bad ways. For example, its two cam-
eras can be used for photo-related

games like WarioWare: Snapped!, a
clever photo-booth-like game that
tricks you into making funny faces
while secretly taking your picture.
But you can’t send photos taken on
the DSi from one device to another.

Likewise, the DSi’s newly added
SD card slot expands the device’s
memory and brings music on to the
DSi. But the new slot replaces an-
other—a slot that was used for play-
ing GameBoy Advance games on the
older DS and DS Lite. The physical
slot for DS games remains.

Overall, the Nintendo DSi is a fun
little portable gaming device. I’ve
been fooling around with it for a few
weeks, testing games and applica-
tions since they became available on
April 5. My DSi tapped into various
Wi-Fi networks with no trouble and
its browser was straightforward and
zippy. The DSi speakers sounded
great for a tiny device. On the down-
side, the DSi Shop is still in its infancy
so only 10 games and apps are avail-
able there. The DSi retains an aging,
boxy look—a design that could have
been freshened up.

Until Oct. 5, Nintendo is running
a promotion for its DSi Shop, which
accepts points to buy games and ap-
plications; $1 is equal to about 100
points. People who buy the DSi will
receive 1,000 free points for the DSi
Shop. New content is added to the
shop each Monday. This content
ranges in price from free to 800
points or more. I bought and down-
loaded a variety of things, ranging
from the free Web browser to a
200-point magic-trick game called
Master of Illusion Express: Funny
Face. I also downoaded WarioWare:
Snapped! for 500 points.

Points for the DSi Shop can be pur-
chased online or at retail stores and
they’re sold in increments of 2,000
for $20. Before purchasing and down-
loading, a notification with each
game and app tells you how many

“blocks,” or memory, it will take up
on your DSi. WarioWare: Snapped!,
for example, took up 61 blocks. This
information really doesn’t mean any-
thing unless you go to your system
settings to see how many blocks
you’ve used and how many remain.
By default, each DSi is shipped with
256 megabytes of flash memory or
1,024 blocks.

The DSi cameras are only .3 mega-
pixel each and don’t use a zoom or
flash, but photos taken with them
looked colorful and clear on the DSi’s
two 3.25-inch, 256x192-pixel-resolu-
tion screens. Instead of sending pho-
tos to friends directly from the DSi,
you have to save them to the SD card
and transfer them to a computer to
share them.

Nintendo says the “i” in DSi is
meant to represent the personal as-
pect of the device since it has
built-in tools to let you create your
own content. For example, a game
called DSi Sound lets you sing or
hum into a built-in microphone,
then rearrange your recording to
change its pitch, speed and
sound—or even to add harmony.
AAC music files pulled on to the de-
vice via SD card can be changed in
various ways, though they can’t be
saved. Photos taken with the cam-
eras can be morphed in nine differ-
ent ways including cutting different
photos and piecing them together
on the screen.

The DSi has parental controls,
which the DS and DS Lite didn’t
have. These controls let parents

turn off Web browsing completely.
A better compromise might have
been to let parents limit kids to cer-
tain sites. The parental controls can
also put restrictions on the DSi so it
can’t play games with certain rat-
ings. For instance, if a child goes to
school and tries to play a friend’s
M-rated game in his DSi, it won’t
work.

The DSi works well as a music
player, albeit a lot chunkier than an
iPod. A high-capacity SD memory
card could potentially add hundreds
of songs to the device, and you can
press buttons to play on-screen in-
struments in the background while
listening to your tunes. If you’re us-
ing headphones (not included with
the device) and you close the DSi, mu-
sic will keep playing through the
headphones so you can put the DSi in
a bag and go. In past versions, the DSi
went to sleep when closed. It plays
only AAC files, not MP3s.

I used the DSi’s Web browser to
read some news on WSJ.com and to
check my Web-based email, plug-
ging letters and symbols into the
touch-screen keyboard. A stylus can
be used for precise lettering, but I
got by with my finger nails.

The DSi games are approachable
for all types of people, and are obvi-
ously not geared toward the graphics-
rich visuals that hard-core gamers
adore. I liked the way they incorpo-
rated the device’s touch screen for
drawings and its cameras for photo
games.

The Nintendo DSi is $20 more
than the price of the original DS, and
$40 more than the DS Lite. But its two
cameras, snappy Web browser and
music-player capabilities make it a lik-
able and well-rounded device that
any family member could use.

Edited by Walter S. Mossberg.
Email to mossbergsolution@wsj.
com.
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By Shai Oster

BEIJING—Vestas Wind Systems
AS of Denmark, aiming to capture
more of China’s growing wind-en-
ergy market, has opened a facility in
Inner Mongolia to build a turbine
with bigger blades tailored for Chi-
nese conditions.

The Danish company’s facility
will produce 800 turbines a year
when it reaches full capacity by year
end, said Lars Andersen, president
of Vestas China operations.

Vestas is ramping up production
in China at a time Beijing is promot-
ing alternative energy to deal with
worsening pollution. China’s strong
economic growth has been mostly
fueled by coal. While coal will long
remain the dominant source of en-
ergy, the pace of growth in the wind
sector has surprised even industry
insiders.

Propelled by the government man-
dates for clean energy, China’s wind-
power sector is on track to generate
100 gigawatts by 2020, more than tri-
ple the original target, Fang Junshi,
an official with the National Energy
Administration, said Monday.

At present, China gets only a
small part of its 700 gigawatts of
power from wind—about 12.5 giga-
watts—but even that is higher than
an earlier goal of reaching 10 giga-
watts only in 2012.

Mr. Fang said that by 2020, China
is expected to have a total of 1,400 to
1,500 gigawatts of power-generation
capacity. At that time, he said, coal-
fired power generation capacity will
be around 900 to 1,000 gigawatts.

Chinese manufacturers have
roughly three-quarters of the do-
mestic wind-turbine market, but for-
eign players are trying to break in by
capitalizing on better technology.

Last year, Vestas had about 10% mar-
ket- share in China, the company’s
second-biggest market after the
U.S.

Vestas, which entered China in
2005 with 45 employees, expects to
have more than 3,000 by year end.

The company has invested $550 mil-
lion in the country so far. “We are
very aggressive in our expansion in
China,” Mr. Andersen said.

Despite the government’s com-
mitment to expanding wind power
at a rate that outpaces planned
growth in nuclear power, there are
still problems in how the wind farms
are managed and connected to the
nation’s larger electricity grid. Chi-
na’s best wind conditions are re-
mote parts of Inner Mongolia, in Chi-
na’s arid north, not far from some of
its richest coal mines, but thou-
sands of kilometers away from the
power-hungry coastal centers such
as Shanghai and Shenzhen.

That has left some wind farms ba-
sically stranded. But the country’s
giant stimulus package includes up-
grades to the national electricity
grid that could help alleviate those
problems. Other wind-power devel-

opers complain that China’s system
of tariff bidding, which gives prefer-
ence to the lowest bidder rather
than the cleanest technology, makes
wind-power uneconomical. Mr.
Andersen said that system can work
when developers know the long-
term cost of their energy output.

The new Vestas turbine, the V60,
is the first one developed for a par-
ticular market, Inner Mongolia, and
was designed to be easily packed
into trucks for hauling over rough
roads, and to operate in low-wind
conditions, Mr. Andersen said.

World-wide, Vestas in 2007 pro-
duced turbines with a total capacity
of 5,000 megawatts. It plans to dou-
ble its capacity by 2010. In China
last year, Vestas sold turbines that
can generate 600 megawatts of
power.
 —Wan Xu

contributed to this article.

Danish company opens turbine-making site in China

Interpublic is expanding its start-up
incubator program, hoping to heat up ad
spending on new types of media. Page 8

Wind power in China is expected to
generate 100 gigawatts by 2020.

The DSi’s cameras can be used for games like WarioWare: Snapped!, a photo-booth-like
game that tricks you into making funny faces while secretly taking your picture.
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Lockheed posts 8.8% drop
in net but raises 2009 view

Delta, United Airlines
report narrower losses

By Kerry E. Grace

And August Cole

Lockheed Martin Corp.’s first-
quarter net income fell 8.8% on
higher pension-related expenses,
though the defense contractor
raised its full-year profit outlook.

Lockheed, the biggest supplier
of information technology to the
U.S. government, reported
net income of $666 million,
or $1.68 a share, compared
with $730 million, or $1.75
a share, a year earlier.

The latest results in-
cluded 19 cents in pension-
related expenses, while the
year-earlier result was
boosted five cents by a pen-
sion adjustment.

Revenue rose 3.9% to
$10.37 billion.

Analysts polled by
Thomson Reuters expected
earnings of $1.64 and revenue of
$10.51 billion.

The Bethesda, Md., company
posted a 5.2% increase in informa-
tion systems and global services
earnings, as revenue jumped 10% on
higher volume on enterprise civilian
services. Aeronautics division
profit grew 9.9% as revenue slid
0.9% on declines in combat aircraft.

Analysts have said the cyclical
defense industry may enter a down-
turn as the Obama administration

sets its priorities elsewhere.
Bruce Tanner, Lockheed Mar-

tin’s finance chief, said Tuesday
that the 2010 Pentagon budget pro-
posed by Defense Secretary Robert
Gates appears to strongly support
key programs for the contractor,
even as it seeks to terminate and
wind down others.

Mr. Tanner said that among
those receiving support in
the budget are the F-35
Lightning II fighter, the
Littoral Combat Ship and
a Navy destroyer, among
others.

Among the Lockheed
programs in jeopardy, Mr.
Gates is seeking to termi-
nate what would be a more
than $13 billion Lockheed-
led effort to build replace-
ment presidential helicop-
ters for the White House

and to wind down production of
Lockheed's F-22 Raptor fighter, the
Pentagon’s most agile and deadly
combat jet, after 187 jets are built.

“We still see no change to the
guidance we provided in 2009 and
continue to see year over year
growth going forward,” said Mr. Tan-
ner in an interview.

Lockheed raised the range of its
full-year earnings outlook to $7.15 to
$7.35 a share from January’s projec-
tion of $7.05 to $7.25. The company
affirmed its revenue guidance of
$44.7 billion to $45.7 billion.

Deutsche Post expects big profit

Sales drop at Merck, Schering-Plough

By Archibald Preuschat

HAMBURG—Deutsche Telekom
AG on Tuesday became Europe’s
first big telecommunications com-
pany to issue a profit warning for
2009 because of the economic
slump, undermining the sector’s de-
fensive reputation.

Citing weakness in its T-Mobile
wireless business in the U.S., the
U.K. and Poland, in particular, Deut-
sche Telekom said it now expects
2009 earnings before interest,
taxes, depreciation and amortiza-
tion, adjusted for certain items, to
be 2% to 4% below the 2008 level.

In February, Deutsche Telekom
said it expected adjusted Ebitda in
2009 to remain flat. The forecast ex-
cludes the acquisition of Greece’s
Hellenic Telecommunications Or-
ganization SA, whose results are
consolidated as of Feb. 1.

“The company isn't in a crisis,”
Chief Executive Rene Obermann
said on a conference call. However,
not all of the problems can be attrib-
uted to the economy, Mr. Obermann
said, especially referring to the U.K.,
where T-Mobile is about to change
its management team.

Given market conditions, Mr.
Obermann said the company will
freeze around Œ1 billion, or about
$1.3 billion, of its planned capital
expenditures for this year, which
it expected to be around Œ8.7 bil-
lion. The company said it has also
begun an impairment test of its

T-Mobile business in the U.K.
Deutsche Telekom said it had

“felt the impact of the economic
slowdown and the more intense
competitive environment,” particu-
larly in the U.S. and U.K., while roam-
ing revenue fell as consumers cut
back on travel. The weak zloty in Po-
land and weak sterling in the U.K.
also hurt revenue and adjusted
Ebitda, the company said.

Deutsche Telekom shares fell
7.2% in Germany, weighing on
shares of European competitors
such as BT Group PLC, France Télé-
com SA and Telefónica SA.

In its home market, Deutsche
Telekom did well, with first-quarter
results there slightly above forecast
in both fixed and mobile operations.

A problem Tuesday with the

T-Mobile wireless network in Ger-
many prevented users from making
or receiving calls for several hours.
A spokesperson said the company
was aware of the issue and working
on a solution.

Telecommunications companies
have so far held up better than other
sectors amid the economic down-
turn but still face low, or no, growth
in their mature markets. As a result,
many have taken steps to cut costs.

U.K.-based Vodafone Group PLC,
the world’s biggest mobile operator
by sales, in November said it would
cut costs by £1 billion ($1.45 billion)
and focus on core markets after low-
ering its revenue outlook.
 —Natascha Divac

and Philipp Grontzki
contributed to this article.

Deutsche Telekom warns
Firm adjusts profit
forecast lower, citing
T-Mobile weakness

By Mike Esterl

Delta Air Lines Inc. and United
Airlines narrowed their losses in
the first quarter, and Delta’s chief
executive said the carrier has seen
tentative signs that demand is sta-
bilizing.

Still, Delta warned that the com-
ing months could still prove difficult
and introduced a baggage fee for in-
ternational travelers to prop up reve-
nue. United, meanwhile, cut its plan
for capital spending, excluding air-
craft, by $100 million, or 22%.

“The revenue environment ap-
pears to have bottomed out, but it’s
still too early to call and we expect
significant headwinds in the rest of
2009,” Delta CEO Richard Anderson
said in a conference call on Tuesday.

Airlines have seen traffic plunge
in recent months as the global reces-
sion sapped demand for air travel.
International and premium-class
traffic have fallen the most dramati-
cally as corporations have slashed
travel budgets.

Delta, the world’s biggest airline
by traffic, said it lost $794 million,
or 96 cents a share, compared with a
loss of $6.39 billion, or $16.15 a
share, a year earlier. Last year’s fig-
ure included a $6.1 billion goodwill-
impairment charge.

Revenue at the Atlanta-based car-
rier rose 40% to $6.68 billion as a re-
sult of last October’s merger with
Northwest Airlines. Combined reve-
nue would have shrunk $1.2 billion,
or 15%, if the airlines had merged at
the start of last year.

United parent UAL Corp. re-
ported a net loss of $382 million, or
$2.64 a share, compared with a loss
of $549 million, or $4.55 a share.

Revenue fell 22% to $3.69 billion at
the Chicago-based carrier.

Delta said it will charge custom-
ers $50 to check a second bag for in-
ternational travel beginning July 1.
The carrier said the move should
generate more than $100 million in
revenue annually. It also will ground
its fleet of 14 B747-200 freighter air-
craft, citing its age and inefficiency.

Delta said domestic booked load
factors are down two to four percent-
age points for May and June from a
year earlier, but that it expects the
gap to narrow in the coming weeks.

Delta reiterated that it expects to
book a profit this year, its first since
emerging from bankruptcy two
years ago.

Airlines continue to struggle,
though, after several months of fare
discounts aimed at filling empty
seats. United said Tuesday that its
pricier premium-class traffic slid
30% in the first quarter, compared
with around 20% industry-wide, as
leisure travelers sought bargains
and business fliers moved to the
back of cabins to cut travel ex-
penses. Airlines have signaled that
they could cut capacity if traffic
doesn’t pick up.

United said its per-gallon fuel
costs dropped 40% in the first quar-
ter. But its load factor, or the portion
of available seats filled, fell to 76.3%
from 78%. Revenue per available
seat mile, considered the best basic
measure of revenue for airlines, fell
12%. The airline said it expects main-
line capacity to fall 9% to 10% this
year and forecast that cost per avail-
able seat mile would rise 1% to 2%,
less than prior expectations.

 —Doug Cameron and Kerry E.
Grace contributed to this article.

Bruce Tanner

By Hilde Arends

FRANKFURT—Postal and logis-
tics company Deutsche Post AG said
Tuesday that its first-quarter net
profit soared thanks to a higher valua-
tion of put options on Deutsche Post-
bank AG shares and also signaled that
volume declines had stabilized.

Germany’s former state monopoly
said volume continued to shrink for
all products and across all divisions in
the first quarter from the fourth quar-
ter of 2008, but the rate of contrac-
tion had stabilized, “suggesting that
overall flows are bottoming out.”

The comments came in a preview
of first-quarter results, which are
due May 6. The company offered few
details.

The economic slowdown caused
consumer spending to slump and

sapped demand for consumer goods,
which put the mail and logistics sec-
tors under pressure as shipping vol-
umes fell.

Deutsche Post, one of the world’s
largest mail and logistics companies,
said net profit jumped to nearly Œ1 bil-
lion ($1.29 billion) from Œ382 million
a year earlier. It cited the higher mar-
ket valuation of put options on Post-
bank shares, among other factors. A
put is an option to sell a security at a
specified price, usually within a lim-
ited period.

Deutsche Post, which competes
with companies such as TNT NV,
FedEx Corp. and United Parcel Ser-
vice Inc., is selling its majority stake
in Deutsche Postbank. It held a 39.5%
stake as of March 6.

The Bonn, Germany-based com-
pany said earnings before interest

and tax, or EBIT, were slightly posi-
tive in the January to March period,
despite significant restructuring
costs. Adjusted EBIT fell less than
50% in the quarter from Œ539 million
a year earlier.

Merck Finck analyst Robert He-
berger said the EBIT and net-profit re-
sults were worse than expected, add-
ing the statement wasn’t easy to as-
sess because of accounting changes.

The company continued its Œ1 bil-
lion cost-cutting plan, which helped
to partly offset the volume declines.

All its Express operations outside
the U.S. were profitable and all other
divisions reported positive EBIT and
adjusted EBIT. The company in No-
vember announced it would exit a
large part of its DHL operations in the
U.S. and book restructuring costs of
about Œ3 billion mainly because of
changes in its U.S. operations.

A visitor tries a T-Mobile G1 mobile device by Deutsche Telekom at last month’s
CeBIT show in Hannover, Germany.

CORPORATE NEWS

By Peter Loftus

Merck & Co. and Schering-
Plough Corp. posted mixed results
in the first quarter, as both drug
makers saw their sales decline.

Merck’s profit fell 56% from a
year-earlier quarter boosted by a
gain. Net income at Schering-
Plough, which agreed to be acquired
by Merck in March, more than dou-
bled from a year-earlier period ham-
pered by acquisition charges.

Merck also disclosed a research

setback. The drug maker said it will
delay seeking regulatory approval
for an experimental migraine drug
because of potential safety issues.
The announcement underscores the
importance of the planned purchase
of Schering-Plough, a cash-and-
stock deal initially valued at about
$41 billion in March.

Merck, of Whitehouse Station,
N.J., posted net income of $1.46 bil-
lion, or 67 cents a share, compared
with $3.33 billion, or $1.52 a share, a
year earlier. The latest quarter in-

cluded restructuring costs and
other items, while the year-earlier
results included a hefty gain.

Excluding items, earnings came
to 74 cents a share.

Sales fell 7.5% to $5.4 billion, as
higher drug prices were offset in
part by a stronger dollar.

Schering-Plough, of Kenilworth,
N.J., said net income cameto $805 mil-
lion,or 46 cents a share,from $314mil-
lion, or 17 cents a share a year earlier.

Schering-Plough’s sales dropped
5.7% to $4.39 billion.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.20 $25.28 –0.01 –0.04%
Alcoa AA 35.40 8.69 0.33 3.95%
AmExpress AXP 41.50 19.57 0.59 3.11%
BankAm BAC 837.20 8.76 0.74 9.23%
Boeing BA 6.90 36.65 0.17 0.47%
Caterpillar CAT 28.50 31.39 0.91 2.99%
Chevron CVX 11.60 64.88 1.01 1.58%
Citigroup C 683.40 3.24 0.30 10.20%
CocaCola KO 18.20 43.09 –1.24 –2.80%
Disney DIS 10.80 19.47 0.06 0.31%
DuPont DD 12.80 28.06 1.32 4.94%
ExxonMobil XOM 30.60 66.23 0.94 1.44%
GenElec GE 119.10 11.70 0.35 3.08%
GenMotor GM 24.20 1.70 0.04 2.41%
HewlettPk HPQ 13.70 35.43 0.75 2.16%
HomeDpt HD 20.10 25.87 0.72 2.86%
Intel INTC 82.20 15.36 0.36 2.40%
IBM IBM 14.70 102.31 1.88 1.87%
JPMorgChas JPM 107.60 32.53 2.84 9.57%
JohnsJohns JNJ 11.60 52.46 –0.01 –0.02%
KftFoods KFT 9.40 22.75 0.28 1.25%
McDonalds MCD 8.60 55.63 0.30 0.54%
Merck MRK 37.90 23.54 –1.68 –6.66%
Microsoft MSFT 57.40 18.97 0.36 1.93%
Pfizer PFE 64.70 13.52 –0.07 –0.52%
ProctGamb PG 11.90 51.37 0.64 1.26%
3M MMM 4.70 53.29 1.32 2.54%
UnitedTech UTX 10.40 47.99 2.18 4.76%
Verizon VZ 14.60 31.04 0.11 0.36%
WalMart WMT 14.90 49.83 0.56 1.14%

Dow Jones Industrial Average P/E: 27
LAST: 7969.56 s 127.83, or 1.63%

YEAR TO DATE: t 806.83, or 9.2%

OVER 52 WEEKS t 4,750.67, or 37.3%

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

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

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

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

Nomura $209 15.2% 53% 25% 21% 1%

Mitsubishi UFJ Securities 105 7.6% 16% 65% 6% 13%

Mizuho 92 6.7% …% 58% 17% 25%

Daiwa Securities SMBC Co Ltd 87 6.3% 16% 56% 28% …%

Citi 64 4.7% 27% 37% 32% 4%

UBS 49 3.6% 45% 22% 33% …%

Morgan Stanley 46 3.3% 47% 24% 29% …%

JPMorgan 39 2.9% 69% 8% 22% …%

Bank of America Merrill Lynch 39 2.9% 40% 38% 15% 7%

Source: Dealogic

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

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

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

Ld Secs 654 –46 –64 –89 Brit Telecom 207 16 –11 –13

ArcelorMittal Fin 902 –33 –59 –153 Norske Skogindustrier  1129 16 –40 –104

Intl Pwr 865 –23 –76 –100 GKN Hldgs 525 17 –63 –197

Legal & Gen Gp 845 –18 –156 –156 Stena Aktiebolag 1138 20 –44 –5

TUI AG 1791 –11 –213 –286 Rallye 1525 27 –57 –46

Klepierre 687 –11 –27 –70 Carlton Comms 613 27 –90 –182

Hammerson PLC 738 –11 –12 –42 Daimler AG 214 27 6 –54

Societe Air France 423 –10 –52 –26 Peugeot SA 329 33 –3 –73

Lafarge 569 –9 –59 –128 ITV Plc 624 36 –71 –203

Rank Gp 337 –8 –25 –40 Renault 367 38 14 –37

Source: Markit Group

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

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

Tesco U.K. Food Rtlrs & Whlslrs $40.0 3.48 4.88% –15.4% 7.8%

L.M. Ericsson Tel B Sweden Telecoms Equipment 27.4 78.40 3.29 32.0 –41.3

Credit Suisse Grp Switzerland Banks 39.1 38.52 2.83 –27.6 –48.9

GDF Suez France Multiutilities 70.0 24.65 2.75 –40.2 –15.4

E.ON Germany Multiutilities 58.0 22.38 2.43 –46.4 –29.2

Deutsche Telekom Germany Mobile Telecoms $50.9 9.01 –7.21% –18.4 –36.5

Barclays U.K. Banks 24.4 1.99 –4.78 –55.7 –70.0

Soc. Generale France Banks 27.3 36.26 –4.52 –50.8 –67.8

France Telecom France Fixed Line Telecoms 55.8 16.49 –2.92 –16.9 –10.1

BNP Paribas S.A. France Banks 43.4 36.76 –2.75 –45.6 –50.5

...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

Bayer 38.5 38.88 2.29% –24.5% 10.7%
Germany (Specialty Chemicals)
Nokia 56.5 11.47 1.96 –36.4 –37.2
Finland (Telecoms Equipment)
GlaxoSmithKline 87.8 10.51 1.69 –4.6 –29.1
U.K. (Pharmaceuticals)
ArcelorMittal 37.5 19.99 1.68 –64.2 ...
Luxembourg (Iron & Steel)
Roche Hldg Part. Cert. 92.4 153.40 1.59 –10.3 –18.8
Switzerland (Pharmaceuticals)
Total S.A. 109.4 35.61 1.34 –31.2 –36.2
France (Integrated Oil & Gas)
Diageo 32.0 7.94 1.21 –23.4 –13.5
U.K. (Distillers & Vintners)
Royal Dutch Shll 75.4 16.40 0.99 –31.6 –41.6
U.K. (Integrated Oil & Gas)
Rio Tinto 33.7 22.95 0.97 –64.1 –26.7
U.K. (General Mining)
ENI 75.9 14.63 0.83 –39.6 –40.7
Italy (Integrated Oil & Gas)
Siemens 54.7 46.20 0.76 –35.0 –40.7
Germany (Diversified Industrials)
UBS 33.7 13.42 0.75 –57.6 –79.2
Switzerland (Banks)
BP 135.5 4.49 0.73 –22.1 –36.1
U.K. (Integrated Oil & Gas)
Unilever 32.7 14.71 0.65 –30.5 –22.8
Netherlands (Food Products)
AXA S.A. 30.1 11.13 0.36 –54.4 –60.2
France (Full Line Insurance)
Iberdrola S.A. 36.9 5.70 0.35 –39.3 –10.8
Spain (Conventional Electricity)
Anglo Amer 25.4 12.95 0.31 –62.5 –47.3
U.K. (General Mining)
Allianz SE 40.6 69.20 0.30 –45.8 –47.6
Germany (Full Line Insurance)
ING Groep 16.2 6.00 0.27 –75.7 –81.7
Netherlands (Life Insurance)
Daimler 30.9 24.70 0.22 –49.8 –46.1
Germany (Automobiles)

BG Grp 53.9 10.30 0.10% –19.6% 33.4%
U.K. (Integrated Oil & Gas)
BHP Billiton 43.8 13.44 0.07 –28.6 14.9
U.K. (General Mining)
British Amer Tob 46.6 15.73 0.06 –20.2 10.7
U.K. (Tobacco)
SAP 46.4 29.23 0.05 –8.8 –34.0
Germany (Software)
ABB 33.7 16.93 ... –39.0 –4.3
Switzerland (Industrial Machinery)
Koninklijke Phlps 15.8 12.56 –0.16 –47.1 –53.5
Netherlands (Consumer Electronics)
Nestle S.A. 124.5 37.90 –0.21 –23.6 –0.6
Switzerland (Food Products)
Sanofi-Aventis S.A. 72.5 42.58 –0.23 –11.8 –42.8
France (Pharmaceuticals)
Deutsche Bk 28.1 37.99 –0.30 –49.7 –60.4
Germany (Banks)
Vodafone Grp 108.0 1.27 –0.47 –18.0 0.8
U.K. (Mobile Telecoms)
Intesa Sanpaolo 34.2 2.23 –0.56 –53.6 –52.9
Italy (Banks)
BASF 30.8 25.86 –0.77 –43.7 –24.6
Germany (Commodity Chemicals)
Novartis 94.1 41.50 –0.81 –16.1 –42.0
Switzerland (Pharmaceuticals)
Astrazeneca 49.5 23.28 –0.98 12.1 –22.4
U.K. (Pharmaceuticals)
Assicurazioni Gen 26.7 14.64 –1.68 –49.4 –46.3
Italy (Full Line Insurance)
HSBC Hldgs 113.3 4.50 –1.91 –39.0 –45.6
U.K. (Banks)
Telefonica S.A. 90.7 14.88 –2.11 –20.2 16.7
Spain (Fixed Line Telecoms)
Banco Santander 67.7 6.41 –2.14 –49.1 –43.1
Spain (Banks)
UniCredit 29.4 1.70 –2.18 –64.1 –71.3
Italy (Banks)
Banco Bilbao Viz 37.2 7.66 –2.42 –45.3 –55.4
Spain (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 0.21% -0.37% 0.9% 2.6% -5.2%
Event Driven 1.06% 0.38% 0.9% 2.6% -26.3%
Distressed Securities 0.66% 0.29% -6.9% -10.1% -40.6%
Equity Market Neutral -0.19% -0.99% -2.3% -2.4% -10.2%
Equity Long/Short -0.56% -0.84% -2.8% -1.0% -17.0%

*Estimates as of 04/20/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 11/1 1.55 101.40% 0.02% 1.87 1.46 1.63

Eur. High Volatility: 11/1 2.95 103.50 0.04 3.89 2.82 3.39

Europe Crossover: 11/1 8.59 104.04 0.10 9.71 8.22 9.03

Asia ex-Japan IG: 11/1 3.01 102.14 0.04 3.84 2.97 3.31

Japan: 11/1 3.13 108.50 0.05 4.33 2.86 3.56

 Note: Data as of April 20

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Rights to Rodgers and Hammerstein go Dutch

Decline in demand sends
Sabic to first loss since ’01

Broadcom makes bid for Emulex

By Anjali Cordeiro

Coca-Cola Co. reported a 10%
drop in first-quarter net income amid
volatile global currencies
and write-downs, and em-
phasized that it continues to
like the local approach of its
bottling system.

Coke’s comments on
its bottling partners fol-
low PepsiCo Inc.’s $6 bil-
lion takeover bid for two
of its bottlers.

Coke’s earnings were
helped by strength in emerg-
ing markets, even as North
America continued to feel
the impact of weaker consumer
spending. Coke said it is confident
about meeting its long-term targets.

There have been some questions
raised about how Coke might handle

a more nimble beverage rival if Pep-
si’s bottler deals are effective. Some
analysts have said Coke’s response
could evolve over time.

On a conference call
Tuesday, Coca-Cola execu-
tives emphasized its coop-
eration with its bottlers has
been growing. “The fran-
chise model in its broadest
sense is still the best way to
win in the marketplace,”
said Chief Executive Mu-
htar Kent, referring to the
bottling system. “It gives
us the focus we need, the
global breadth and scale,
and the local leadership.”

Coke posted net income of $1.35
billion, or 58 cents a share, down from
$1.5 billion, or 64 cents a share, a year
earlier. Excluding charges, earnings
fell to 65 cents from 67 cents.

Coke posts 10% net drop,
backs its bottling system

DuPont earnings tumble
Firm lowers forecast
but says recent orders
strengthened a bit

By Ethan Smith

The hills are alive with the sound
of money.

A music-publishing fund prima-
rily owned by a giant Dutch pension
fund has acquired the music-publish-
ing catalog of the iconic songwrit-
ing duo Richard Rodgers and Oscar
Hammerstein II, in a deal that high-
lights the ongoing value of music-
publishing assets even in the age of
online piracy.

The buyer, Imagem Music Group,
didn’t disclose the purchase price
for the Rodgers & Hammerstein Or-
ganization, but people familiar with
the music-publishing business esti-
mated it at as much as $200 million.

Imagem is owned mainly by the
Dutch civil-service pension fund Al-
gemeen Burgerlijk Pensioenfonds,
known as ABP, and is managed by CP
Masters BV, an independent Euro-
pean music publisher.

Several of the biggest music pub-
lishers, including Warner Music
Group Corp.’s Warner/Chappell Mu-
sic and Sony Corp.’s Sony/ATV Music
Publishing, had considered buying
the Rodgers & Hammerstein Organi-
zation, according to people familiar
with the matter. But most dropped

out of the bidding because they con-
sidered it overpriced, especially for
a catalog of Broadway songs.

Music publishing—the ownership
and exploitation of copyrights on mel-
ody and lyrics—has grown in impor-
tance in the digital age. It’s a part of
the music business that has held its
value far better than the sound re-

cordings owned by record labels, be-
cause fees from publishing rights can
be collected from a broad range of
uses, not all of which are vulnerable
to piracy. For instance, music publish-
ers collect royalties when songs are
played on the radio, in restaurants
and bars and when any version of a
song (not necessarily the original re-

cording) is used in a movie, television
show or commercial.

Michael Jackson bought the
rights to much of the Beatles catalog
in the 1985 for $47 million. In the de-
cades since, that purchase has pro-
vided hundreds of millions of dol-
lars in cash—partly through the sale
of a 50% interest to Sony—that have
partially insulated Mr. Jackson from
a variety of financial travails.

Imagem said that the acquisition
of the Rodgers & Hammerstein cata-
log makes it the world’s largest inde-
pendent musicpublisher, with annual-
ized revenue of more than more than
Œ100 million, or about $126 million.
The Rodgers & Hammerstein Organi-
zation includes copyrights to the mu-
sic and lyrics to musicals including
“Oklahoma,” and “South Pacific.” It
also holds 12,000 songs by 200 other
writers including Irving Berlin and
Mr. Rodgers’s other famous lyricist-
collaborator, Lorenz Hart.

Imagem has snapped up a num-
ber of major music-publishing as-
sets in recent years. Among them,
several big pop catalogs that were
spun off in 2007 as concessions to
regulators when Universal Music
Group bought Bertelsmann AG’s mu-
sic-publishing unit.

By Don Clark

And Stephen Wisnefski

Chip maker Broadcom Corp.
launched an unsolicited bid to ac-
quire smaller rival Emulex Corp.
Tuesday for about $764 million, a
strategy shift for a company with a
long history of acquisitions.

The cash offer from Broadcom,
of $9.25 per share, represents a 40%
premium to Emulex’s closing share
price Monday.

Emulex issued a statement con-
firming that its board had received
Broadcom’s offer, stating it “will re-
view the proposal in due course, con-
sistent with its fiduciary duties.” A
spokeswoman for the company de-
clined additional comment.

Both companies make chips
used in communications, and are
based within miles of each other in
Orange County, Calif. Broadcom is
much larger, having swelled

through more than 40 acquisi-
tions. But this is the first time it
has announced an offer publicly
without reaching a deal with an ac-
quisition target, said Scott McGre-
gor, Broadcom’s chief executive.

Broadcom approached Emulex in
December about a possible tie-up,
but Emulex said the company
wasn’t for sale, Mr. McGregor said.
Emulex in January installed a “poi-
son pill”—or shareholders rights
plan—used in defense against hos-
tile takeover offers.

“That was really disappointing,”
Mr. McGregor said. His company has
filed suit in Delaware Court of Chan-
cery to attempt to have the poison
pill plan thrown out.

In afternoon trading Tuesday,
shares of Broadcom declined 7.8%
to $20.09. Emulex shares were up
42% at $9.40, eclipsing Broadcom’s
offer price.

Emulex specializes in technology

called fibre channel, which is typi-
cally used to connect server systems
with data-storage devices. Broad-
com makes chips based on a compet-
ing technology called Ethernet. Com-
bining the two companies’ product
lines and expertise makes good busi-
ness sense, Mr. McGregor said.

Also Tuesday, Broadcom re-
ported an unexpected loss for its
fiscal fourth quarter on a 17% de-
cline in revenue. Despite the reve-
nue decline, Mr. McGregor said cus-
tomer bookings strengthened as
the quarter progressed, “which is
reflected in our anticipated se-
quential revenue growth” in the
current period.

Broadcom swung to a net loss for
the period ended March 31 of $91.9
million, or 19 cents a share, com-
pared with net income in the year-
earlier period of $74.3 million, or 14
cents a share. Revenue declined to
$853.4 million from $1.03 billion.

Muhtar Kent

CORPORATE NEWS

The Rodgers & Hammerstein Organization includes copyrights to musicals
including ‘The Sound of Music.’

By Ana Campoy

DuPont Co. said this year has
shaped up to be worse than ex-
pected and lowered its earnings fore-
cast. But the chemical maker said it
is beginning to see a slight strength-
ening in some businesses.

Reporting a 59% drop in first-
quarter profit Tuesday, DuPont
said its decline in product sales vol-
ume probably will be the steepest
it will see this year, though the
company is bracing for continued
volatility in demand for its plas-
tics and chemicals.

As a maker of raw materials for
most consumer products, the chemi-
cal sector is a bellwether of the over-

all economy. DuPont said the out-
look for many key industries
dimmed considerably from the be-
ginning of the year, forcing the com-
pany to adjust its 2009 earnings
forecast to $1.70 to $2.10 a share
from $2 to $2.50 a share.

Dupont’s first-quarter net in-
come dropped to $488 million, or 54
cents a share, from $1.2 billion, or
$1.31 a share, a year earlier.

After a dismal fourth quarter in
which orders plummeted and
chemical makers cut capacity to
its lowest level in years, some ana-
lysts expected business to pick up
somewhat in the first quarter as
manufacturers began replenish-
ing thinned inventories.

Instead, overall first-quarter
sales slid further. DuPont’s first-
quarter revenue fell to $7.27 billion,
down 17% from a year earlier, follow-
ing a 16% drop in the fourth quarter.

But DuPont said Tuesday that
customer orders began to firm up in

March. The company said sales this
quarter should be flat to slightly
higher than the first quarter as
some of its businesses begin to bene-
fit from inventory restocking.

“You can make the case we’ve
touched the bottom,” said Frank
Mitsch, senior chemicals analyst at
BB&T Capital Markets.

Meanwhile, the Wilmington,
Del., industrial giant is intensifying
cost-cutting efforts, targeting an-
other $270 million in cuts on top of
the $730 million announced earlier
this year. The company has dis-
missed 10,000 workers in recent
months, up from the 8,000 layoffs
originally planned

Chief Executive Ellen Kullman
said more cuts could be coming.
“We remain focused on what we can
control,” she said in a conference
call with analysts.

DuPont shares were up 3.9% in
late-afternoon trading at the New
York Stock Exchange.
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By Mohammed Aly Sergie

And Oliver Klaus

RIYADH—Saudi Basic Indus-
tries Corp. reported a first-quarter
net loss of 974 million Saudi riyals
($260 million)—its first since 2001.

The petrochemicals maker, bet-
ter known as Sabic, blamed falling
demand and a goodwill write-down
of 1.2 billion riyals for the loss. Reve-
nue dropped 74% to 3.6 billion riyals.
Excluding the impairment, the com-
pany said it would have recorded a
profit of 207 million riyals. In the
first quarter of 2008, Sabic posted a
net profit of 6.92 billion riyals.

Sabic may shut down or tempo-
rarily halt production at some
plants and has already cut about
1,600 jobs globally, Chief Executive
Mohamed Al Mady said.

Demand for engineering plastics

were hit hardest, while a rebound in
polymer prices, which more than
doubled to $1,500, was one of few
bright spots this quarter, he said.

Sabic’s shares fell 9.9% to 42 riy-
als on the Saudi bourse.

Saudi’s Kingdom Holding Co.,
run by the billionaire Prince Alwa-
leed bin Talal, said net profit
dropped 83% in the first quarter
from a year earlier.

Net profit fell to 50.2 million riy-
als from 303.8 million riyals a year
earlier, as revenue declined 44% to
357.2 million riyals. The fall in profit
was mainly due to smaller dividend
payments from its portfolio of com-
panies as well as a slump in its hotel
business, the Riyadh-based con-
glomerate said. Kingdom Holding’s
shares dropped 5.7% to 5.90 riyals.

Executive Travel Program

Guests and clients of 320
leading hotels receive
The Wall Street Journal
Europe daily, courtesy of

www.advantipro.de
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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.

3.16% 9 World -a % % 162.16 0.26%–43.2% 5.37% 10 U.S. Select Dividend -b % % 471.61 –0.06% –39.7%

2.83% 14 Global Dow 1047.20 –0.33% –33.3% 1440.81 –0.06% –45.9% 4.84% 14 Infrastructure 1185.00 –0.28% –25.9% 1464.12 0.03% –39.9%

4.10% 16 Stoxx 600 190.20 0.14% –39.7% 184.04 0.41% –51.1% 2.35% 7 Luxury 666.30 1.66% –24.9% 731.78 1.93% –39.1%

4.23% 13 Stoxx Large 200 204.90 0.13% –39.6% 197.22 0.40% –51.0% 1.86% 8 BRIC 50 299.30 –1.10% –36.3% 369.83 –0.79% –48.3%

3.33% -25 Stoxx Mid 200 171.40 0.32% –39.7% 164.91 0.59% –51.1% 4.03% 9 Africa 50 577.60 –0.71% –46.0% 475.08 –0.40% –56.2%

3.62% 13 Stoxx Small 200 106.90 –0.01% –40.7% 102.79 0.26% –51.9% 5.84% 6 GCC % % 1187.66 –2.09% –59.7%

4.15% 13 Euro Stoxx 208.90 –0.07% –41.6% 202.09 0.21% –52.6% 3.83% 9 Sustainability 634.50 –1.47% –34.4% 694.07 –1.20% –46.8%

4.24% 10 Euro Stoxx Large 200 223.60 –0.09% –41.6% 215.01 0.19% –52.6% 2.97% 10 Islamic Market -a % % 1426.42 0.26% –39.1%

3.73% -15 Euro Stoxx Mid 200 191.50 0.10% –41.6% 184.09 0.38% –52.7% 3.22% 10 Islamic Market 100 1436.80 –0.77% –20.7% 1593.05 –0.49% –35.7%

3.79% 9 Euro Stoxx Small 200 116.80 –0.15% –41.9% 112.23 0.12% –52.9% 3.22% 10 Islamic Turkey -c % % % %

6.96% 5 Stoxx Select Dividend 30 1091.90 –0.58% –54.8% 1210.66 –0.32% –63.3% 2.52% 10 DJ U.S. TSM % % 8486.49 –0.11% –38.8%

6.65% 7 Euro Stoxx Select Div 30 1251.70 –0.14% –54.7% 1393.11 0.13% –63.3% % DJ-AIG Commodity 116.20 –0.54% –37.3% 109.34 –0.27% –49.2%

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

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

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

Australia 1.4193 2.0776 1.2161 0.1659 0.0415 0.2089 0.0144 0.3370 1.8390 0.2468 1.1422 ...

 Canada 1.2427 1.8189 1.0647 0.1452 0.0364 0.1829 0.0126 0.2950 1.6100 0.2161 ... 0.8755

 Denmark 5.7509 8.4178 4.9273 0.6721 0.1683 0.8466 0.0585 1.3653 7.4511 ... 4.6279 4.0518

 Euro 0.7718 1.1297 0.6613 0.0902 0.0226 0.1136 0.0078 0.1832 ... 0.1342 0.6211 0.5438

 Israel 4.2120 6.1653 3.6088 0.4923 0.1233 0.6201 0.0428 ... 5.4573 0.7324 3.3895 2.9676

 Japan 98.3550 143.9671 84.2694 11.4950 2.8785 14.4791 ... 23.3511 127.4337 17.1027 79.1494 69.2960

 Norway 6.7929 9.9431 5.8201 0.7939 0.1988 ... 0.0691 1.6127 8.8012 1.1812 5.4665 4.7859

 Russia 34.1690 50.0149 29.2756 3.9934 ... 5.0301 0.3474 8.1123 44.2711 5.9416 27.4969 24.0738

 Sweden 8.5564 12.5244 7.3310 ... 0.2504 1.2596 0.0870 2.0314 11.0860 1.4878 6.8856 6.0284

 Switzerland 1.1672 1.7084 ... 0.1364 0.0342 0.1718 0.0119 0.2771 1.5122 0.2030 0.9392 0.8223

 U.K. 0.6832 ... 0.5853 0.0798 0.0200 0.1006 0.0069 0.1622 0.8852 0.1188 0.5498 0.4813

 U.S. ... 1.4638 0.8568 0.1169 0.0293 0.1472 0.0102 0.2374 1.2956 0.1739 0.8047 0.7046

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 383.00 4.25 1.12% 826.00 314.00
Soybeans (cents/bu.) CBOT 1033.00 21.50 2.13 1,650.00 779.00
Wheat (cents/bu.) CBOT 520.75 4.50 0.87 1,144.75 447.00
Live cattle (cents/lb.) CME 83.275 0.650 0.79 116.700 78.600
Cocoa ($/ton) ICE-US 2,429 50 2.10 3,220 1,932
Coffee (cents/lb.) ICE-US 114.35 0.75 0.66 181.60 106.60
Sugar (cents/lb.) ICE-US 13.43 0.11 0.83 15.99 9.97
Cotton (cents/lb.) ICE-US 51.30 2.30 4.69 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,510.00 –18 –0.71% 2,561 1,599
Cocoa (pounds/ton) LIFFE 1,745 32 1.87 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,494 –8 –0.53 2,390 1,425

Copper (cents/lb.) COMEX 208.00 –2.50 –1.19 372.00 129.95
Gold ($/troy oz.) COMEX 882.70 –4.80 –0.54 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1206.00 –4.50 –0.37 2,130.00 865.00
Aluminum ($/ton) LME 1,433.00 –22.50 –1.55 3,340.00 1,288.00
Tin ($/ton) LME 11,830.00 –420.00 –3.43 25,450.00 9,750.00
Copper ($/ton) LME 4,404.00 –236.00 –5.09 8,811.00 2,815.00
Lead ($/ton) LME 1,428.00 –62.00 –4.16 2,810.00 870.00
Zinc ($/ton) LME 1,422.50 –78.00 –5.20 2,350.00 1,065.00
Nickel ($/ton) LME 11,530 –720 –5.88 29,200 9,000

Crude oil ($/bbl.) NYMEX 48.55 0.04 0.08 147.91 40.85
Heating oil ($/gal.) NYMEX 1.3658 0.0130 0.96 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.4194 –0.0001 –0.01 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 3.635 –0.032 –0.87 11.840 3.574
Brent crude ($/bbl.) ICE-EU 49.82 –0.04 –0.08 150.10 41.72
Gas oil ($/ton) ICE-EU 435.75 –2.50 –0.57 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on April 21
Per In

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

Argentina peso-a 4.7826 0.2091 3.6913 0.2709

Brazil real 2.9023 0.3446 2.2400 0.4464

Canada dollar 1.6100 0.6211 1.2427 0.8047
1-mo. forward 1.6097 0.6212 1.2424 0.8049

3-mos. forward 1.6084 0.6217 1.2414 0.8056
6-mos. forward 1.6058 0.6227 1.2394 0.8068

Chile peso 755.17 0.001324 582.85 0.001716
Colombia peso 3029.49 0.0003301 2338.20 0.0004277

Ecuador US dollar-f 1.2956 0.7718 1 1
Mexico peso-a 17.1574 0.0583 13.2423 0.0755

Peru sol 4.0081 0.2495 3.0935 0.3233
Uruguay peso-e 31.160 0.0321 24.050 0.0416

U.S. dollar 1.2956 0.7718 1 1
Venezuela bolivar 2.78 0.359434 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8390 0.5438 1.4193 0.7046
China yuan 8.8516 0.1130 6.8318 0.1464

Hong Kong dollar 10.0423 0.0996 7.7508 0.1290
India rupee 65.2878 0.0153 50.3900 0.0198

Indonesia rupiah 14025 0.0000713 10825 0.0000924
Japan yen 127.43 0.007847 98.36 0.010167

1-mo. forward 127.38 0.007851 98.31 0.010172
3-mos. forward 127.23 0.007860 98.20 0.010183

6-mos. forward 126.97 0.007876 97.99 0.010205
Malaysia ringgit-c 4.7220 0.2118 3.6445 0.2744

New Zealand dollar 2.3261 0.4299 1.7953 0.5570
Pakistan rupee 104.429 0.0096 80.600 0.0124

Philippines peso 62.800 0.0159 48.470 0.0206
Singapore dollar 1.9527 0.5121 1.5072 0.6635

South Korea won 1752.37 0.0005707 1352.50 0.0007394
Taiwan dollar 43.845 0.02281 33.840 0.02955
Thailand baht 46.080 0.02170 35.565 0.02812

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

Euro zone euro 1 1 0.7718 1.2956

1-mo. forward 1.0003 0.9997 0.7721 1.2952

3-mos. forward 1.0006 0.9994 0.7723 1.2949

6-mos. forward 1.0008 0.9992 0.7724 1.2946

Czech Rep. koruna-b 27.021 0.0370 20.855 0.0480

Denmark krone 7.4511 0.1342 5.7509 0.1739

Hungary forint 298.72 0.003348 230.56 0.004337

Norway krone 8.8012 0.1136 6.7929 0.1472

Poland zloty 4.3976 0.2274 3.3941 0.2946

Russia ruble-d 44.271 0.02259 34.169 0.02927

Sweden krona 11.0860 0.0902 8.5564 0.1169

Switzerland franc 1.5122 0.6613 1.1672 0.8568

1-mo. forward 1.5116 0.6615 1.1667 0.8571

3-mos. forward 1.5099 0.6623 1.1653 0.8581

6-mos. forward 1.5067 0.6637 1.1629 0.8599

Turkey lira 2.1372 0.4679 1.6496 0.6062

U.K. pound 0.8852 1.1297 0.6832 1.4638

1-mo. forward 0.8852 1.1297 0.6832 1.4637

3-mos. forward 0.8852 1.1297 0.6832 1.4637

6-mos. forward 0.8851 1.1299 0.6831 1.4639

MIDDLE EAST/AFRICA
Bahrain dinar 0.4885 2.0470 0.3771 2.6522

Egypt pound-a 7.3042 0.1369 5.6375 0.1774

Israel shekel 5.4573 0.1832 4.2120 0.2374

Jordan dinar 0.9180 1.0894 0.7085 1.4114

Kuwait dinar 0.3791 2.6378 0.2926 3.4176

Lebanon pound 1953.19 0.0005120 1507.50 0.0006634

Saudi Arabia riyal 4.8590 0.2058 3.7503 0.2666

South Africa rand 11.7175 0.0853 9.0438 0.1106

United Arab dirham 4.7591 0.2101 3.6732 0.2722

SDR -f 0.8748 1.1432 0.6752 1.4811

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 16 EUROPE DJ Stoxx 600 190.20 0.27 0.14% –3.4% –39.7%

 13 DJ Stoxx 50 1933.48 1.72 0.09 –6.4% –38.6%

 13 Euro Zone DJ Euro Stoxx 208.86 –0.13 –0.06% –6.3% –41.6%

 9 DJ Euro Stoxx 50 2243.63 –5.81 –0.26 –8.5% –39.9%

 6 Austria ATX 1819.02 –12.06 –0.66 3.9% –54.4%

 12 Belgium Bel-20 1884.15 27.46 1.48 –1.3% –51.2%

 8 Czech Republic PX 811.6 –16.3 –1.97 –5.4% –47.5%

 12 Denmark OMX Copenhagen 232.30 –2.17 –0.93 2.7% –41.7%

 10 Finland OMX Helsinki 5297.41 46.36 0.88 –2.0% –43.4%

 9 France CAC-40 2973.94 4.54 0.15 –7.6% –39.0%

 13 Germany DAX 4501.63 15.33 0.34 –6.4% –33.1%

 … Hungary BUX 12059.59 –263.77 –2.14 –1.5% –45.3%

 5 Ireland ISEQ 2386.90 9.25 0.39 1.9% –61.0%

 7 Italy S&P/MIB 17688 –43 –0.24 –9.1% –47.2%

 7 Netherlands AEX 234.72 0.95 0.41 –4.6% –49.6%

 6 Norway All-Shares 281.07 3.19 1.15 4.0% –46.7%

 17 Poland WIG 26834.00 133.85 0.50 –1.4% –41.9%

 14 Portugal PSI 20 6540.15 –168.89 –2.52 3.1% –41.2%

 … Russia RTSI 775.24 –24.98 –3.12% 22.7% –64.2%

 7 Spain IBEX 35 8615.8 –102.4 –1.17 –6.3% –36.6%

 15 Sweden OMX Stockholm 228.16 2.58 1.14% 11.7% –26.9%

 10 Switzerland SMI 5076.72 11.54 0.23 –8.3% –30.7%

 … Turkey ISE National 100 28678.57 130.14 0.46 6.8% –33.0%

 9 U.K. FTSE 100 3987.46 –3.40 –0.09 –10.1% –33.9%

 11 ASIA-PACIFIC DJ Asia-Pacific 91.01 –1.56 –1.69 –2.8% –39.6%

 … Australia SPX/ASX 200 3677.4 –91.6 –2.43 –1.2% –33.9%

 … China CBN 600 22009.92 –232.35 –1.04 49.1% –16.0%

 13 Hong Kong Hang Seng 15285.89 –465.02 –2.95 6.2% –38.7%

 13 India Sensex 10898.11 –81.39 –0.74 13.0% –35.1%

 … Japan Nikkei Stock Average 8711.33 –213.42 –2.39 –1.7% –35.7%

 … Singapore Straits Times 1887.25 12.40 0.66 7.1% –40.8%

 11 South Korea Kospi 1336.81 0.42 0.03 18.9% –25.2%

 11 AMERICAS DJ Americas 213.28 –0.57 –0.27 –5.7% –40.4%

 … Brazil Bovespa 44433.15 Closed 18.3% –32.1%

 14 Mexico IPC 21746.39 158.90 0.74 –2.8% –32.0%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of April 21, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.90% 11 ALL COUNTRY (AC) WORLD* 214.29 –3.41% –5.9% –41.1%

3.90% 12 World (Developed Markets) 849.12 –3.65% –7.7% –40.9%

3.50% 13 World ex-EMU 100.32 –3.46% –6.8% –38.7%

3.70% 13 World ex-UK 853.47 –3.58% –7.6% –40.0%

4.90% 10 EAFE 1,125.69 –2.83% –9.0% –44.8%

3.90% 9 Emerging Markets (EM) 633.48 –1.54% 11.7% –42.6%

5.40% 9 EUROPE 66.24 –3.53% –4.6% –38.0%

6.10% 8 EMU 123.88 –4.69%–12.8% –51.1%

5.30% 10 Europe ex-UK 73.11 –3.61% –5.8% –38.2%

7.00% 7 Europe Value 73.80 –4.54% –4.8% –40.7%

4.00% 10 Europe Growth 57.76 –2.55% –4.4% –35.3%

5.30% 7 Europe Small Cap 111.30 –3.71% 10.2% –40.7%

4.30% 4 EM Europe 179.46 –5.26% 13.0% –53.4%

5.70% 7 UK 1,185.81 –2.54% –9.8% –30.2%

4.00% 8 Nordic Countries 102.23 –4.79% 4.2% –42.4%

3.20% 3 Russia 489.04 –5.71% 18.6% –62.9%

4.50% 9 South Africa 550.09 –2.76% –5.0% –23.3%

4.70% 10 AC ASIA PACIFIC EX-JAPAN 273.50 –0.18% 10.6% –39.8%

3.00% 20 Japan 527.34 0.30% –0.5% –31.1%

3.20% 10 China 46.73 1.23% 14.6% –28.1%

1.70% 12 India 431.44 0.01% 16.9% –32.1%

1.90% 10 Korea 366.71 1.09% 19.5% –21.9%

7.30% 9 Taiwan 214.25 1.06% 23.6% –34.9%

2.90% 17 US BROAD MARKET 912.86 –4.48% –7.1% –36.5%

2.40% -48 US Small Cap 1,163.38 –5.81% –6.7% –35.2%

3.90% 10 EM LATIN AMERICA 2,386.00 –4.37% 14.8% –44.7%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Interpublic looks to start-ups
Greenhaus unit aims
to build strong ties
to new-media firms

Microsoft, a client of Universal McCann, promoted its Halo Wars videogame on
Justin.tv's games channel.

By Emily Steel

Interpublic Group, hoping to
heat up ad spending on new types of
media, is trying to create a green-
house effect.

The big advertis-
ing holding com-
pany has been ex-

perimenting with an incubator pro-
gram designed to help young compa-
nies with promising technology and
ideas develop viable business mod-
els. It is opening the program to
more start-ups this week.

The six-month program, called
Greenhaus, aims to give new-media
and tech companies an insider’s look
at how Madison Avenue works and
what advertisers want.

Interpublic isn’t charging for the
program. Nor is it investing in the
start-ups that participate. Instead,
it hopes to build relationships with
fledgling ventures that could turn
into the next Facebook or YouTube.

“We get barraged—as most me-
dia agencies do—with phone calls
from start-ups whose products are
starting to gain traction, but they
haven’t sold advertising,” says Quen-
tin George, chief digital officer at
Mediabrands, the Interpublic media-
buying unit that runs Greenhaus.

“Most of the calls either go unan-

swered, or if we do interact, the com-
panies don’t understand how media
is bought or how to monetize their
product,” Mr. George adds. “We
want to make the connection.”

The effort comes as a crunch in ad
spending makes dollars for experi-
mental advertising options increas-
ingly scarce. Marketers typically
plan their ad budgets by first allocat-
ing money to established media like
TV. Only then are the remaining
funds allocated to testing newer
technologies from mobile and inter-
active TV to social media and digital
in-store ads.

The result has been a series of
small projects that have yet to pro-

duce a consensus on how best to use
many new technologies. “That’s the
reason why experimental budgets are
the first thing to go,” Mr. George says.

Mediaand adcompanies are find-
ing they have to take the lead to at-
tract more money to fledgling ad for-
mats. Earlier this year, Publicis
Groupe agencies joined forces with
media companies to try to create
standards foradvertising aroundon-
line video.

Most of the early Greenhaus par-
ticipants have been tech start-ups
that have raised venture-capital
funding and generated some buzz,
but their founders mostly have engi-
neering backgrounds and little expe-

rience in the media and ad worlds.
“We didn’t totally understand

some of the agency-speak and their
motivations for what they do,” says
Brett Wilson, chief executive at Tube-
Mogul, an online-video-technology
company. “We definitely didn’t un-
derstand how to sell to them.”

After completing the Greenhaus
program last year, TubeMogul,
which tracks online-video audi-
ences, revamped the range of data it
offers to advertisers.

Justin.tv, a live-streaming-video
venture added advertising to its
chat section, offered customized
marketing campaigns instead of one-
size-fits-all banner and video ads,
and added more predictable content
to the site to assuage marketers’ con-
cerns about advertising next to risk-
ier user-generated material.

The partnership has paid off for
some of the start-ups. Because of
Greenhaus, Interpublic ad agency
Universal McCann turned to Jus-
tin.tv on behalf of its client Mi-
crosoft, which ended up promoting
the release of its Halo Wars video-
game via Justin.tv’s games channel.

About three years ago, Publicis
launched a unit with Denuo, a Publi-
cis agency that focuses on emerging
media and technologies, to help
start-ups develop new ad models.
Through the relationship, Publicis
got paid with equity, and took small
stakes in several companies.

“If we help them, and they make
money, we want to participate in the
upside,” Denuo Chief Executive
Rishad Tobaccowala says.

Ad slump pushes New York Times to a loss

GLOBAL
BUSINESS

BRIEFS

United Technologies’ net falls 26% as demand sags

Actelion Ltd.

Swiss biotech company Actelion
Ltd. said Tuesday first-quarter net
profit more than doubled, buoyed by
the dollar’s strength, big price in-
creases for drugs in the U.S. and cost
control.Netprofitsoaredto102.1mil-
lion Swiss francs ($87.3 million) from
44.5 million francs a year earlier,
when a sharp strengthening of the
Swiss franc against the dollar and
euro hurt results. Revenue was up
26%at 405.6 million francs.Stripping
out currency fluctuations, sales of
Actelion’s key drug Tracleer, which
treats hypertension in the lungs’ ar-
teries, rose 24%, driven by further
market introductions and price rises.
In January, Actelion raised Tracleer
prices8%in theU.S.,said Chief Finan-
cial Officer Andrew Oakley.

British Airways PLC

Walsh calls on government
to avoid a tax hike on flights

British Airways PLC Chief Execu-
tive Willie Walsh Tuesday called on
the U.K. Chancellor of the Exche-
quer, Alistair Darling, to scrap a
planned 112% tax increase on flights
from the country, saying the move
would hurt attempts to revive the
economy. Mr. Walsh said increases
in Air Passenger Duty would penal-
ize working families, harm eco-
nomic recovery and put the U.K. at a
competitive disadvantage. Speak-
ing at the Investor Relations Society
annual conference, Mr. Walsh said,
“APD was doubled two years ago,
making air travel from the U.K. the
most heavily taxed in the world.” He
added that the government seemed
“determined to pile yet more mis-
ery” on airlines and passengers.

—Compiled from staff
and wire service reports.

Credit Suisse Group

Credit Suisse Group said Tuesday
that it will pay out an additional 50
million Swiss francs ($42.8 million)
against losses of clients who say they
weren’t adequately advised when in-
vesting in products issued by col-
lapsed U.S. investment bank Lehman
Brothers Holdings Inc. The payout,
far more generous than the initial
one, came after 850 of the bank’s cli-
ents and 15 law firms threatened le-
gal action over their losses on the Leh-
man products. Without acknowledg-
ing any legal obligation, Credit
Suisse said it will pay out the 50 mil-
lion francs to 1,700 clients repre-
sented by the Fédération Romande
des Consommateurs, a consumer
watchdog group, bringing the bank’s
total payout to 150 million francs.

ADVERTISING

CORPORATE NEWS

Pirelli & C. SpA

Italian tires-to-real estate com-
pany Pirelli & C. SpA said Tuesday
its first-quarter net profit fell 72% as
the overall economic slowdown, re-
structuring costs and high raw-mate-
rial prices hit its core businesses.
Net profit dropped to Œ9.5 million
($12.3 million) from Œ33.8 million a
year earlier, while revenue fell 13% to
Œ1.04 billion. In February, Pirelli an-
nounced a Œ400 million capital in-
crease at its real-estate unit as part
of a wide-ranging restructuring
plan. Under the plan, Pirelli expects
revenue to grow to about Œ4.3 billion
in 2009 and to Œ4.7 billion in 2010
and Œ4.8 billion in 2011. By 2011, the
company also aims to narrow its net
debt to less than Œ800 million from
Œ1.28 billion at the end of March.
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By Russell Adams

New York Times Co. posted steep
losses amid worse-than-expected ad-
vertising results, dimming the pros-
pects for recovery from a slump push-
ing many newspapers to the brink.

The newspaper publisher lost
$74.5 million, or 52 cents a share, in
the first quarter compared with a
loss of $335,000, or break-even on a
per-share basis, a year earlier. The
latest results included seven cents a
share in lease losses and 11 cents a
share in severance-related charges.

Advertising revenue fell 27% over-
all and more than 28% at the compa-
ny’s News Media Group, which in-
cludes the Times newspaper, the Bos-
ton Globe, the International Herald
Tribune and 15 small dailies. Total
revenue fell 19% to $609 million.

Like a lot of newspaper publish-
ers, Times Co. has braced for one of
the most challenging advertising en-
vironments in decades. Of chief con-

cern are the prospects for a recov-
ery. Executives from Times Co. and
other newspaper companies have
said they expect many of the adver-
tisers who fled print to return when
the economy recovers. But the par-
ticular pressures facing the indus-
try have tempered expectations.

Times Co. Chief Executive Janet
Robinson said in a prepared state-
ment Tuesday that advertisers
across most key categories pulled
back at a faster clip throughout the
first quarter and that she expects a
similar rate of decline in the second
quarter. “Like many companies
across America and in our industry,
the challenges we face intensified in
the first quarter,” Ms. Robinson said.

The company has spent much of
the past year conserving cash to
make up for declining newspaper
revenue and to manage its debt,
which totaled $1.3 billion at the end
of the first quarter. Times Co. said
Tuesday that its first-quarter oper-

ating costs declined 9.5% and that it
expects to save more than $330 mil-
lion in operating expenses this year.

Through cost cuts and a series of
other moves—including a sale-lease-
back of part of its New York head-
quarters building, the securing of a
$250 million loan and the suspen-
sion of its quarterly dividend—the
company has alleviated its short-
term funding requirements and built
a runway to 2011, analysts have said.

Beyond that, though, the outlook
is murkier. The loan and sale-lease-
back were costly deals and Times Co.
had $625 million in unfunded pension
obligations at the end of last year.
Print revenue declines continue to
outpace expense reductions and
there is little indication Times Co.’s In-
ternet operation will be able to com-
pensate for losses in the near term.
Revenue at its Internet business,
which boasts a heavily trafficked
newspaper Web site, fell 5.6% to $78
million for the first quarter, marking

the second straight quarterly decline.
To fortify its core assets, the com-

pany is pushing ahead on other cash-
shoring fronts. It is trying to sell its
nearly 18% stake in the holding com-
pany of the Boston Red Sox and is
seeking relief from mounting losses
at the Boston Globe newspaper.
Times Co. recently threatened to
close the paper in early May if the
unions representing most of the
Globe’s employees don’t agree to
$20 million in concessions.

Earlier this month Times Co. laid
off 100 people on the business side,
cut pay for nonunion employees by
5% at the Times and Globe newspa-
pers through year-end and said it will
ask the same of its unionized employ-
ees. Last week, the Times said it is
eliminating several weekly sections.

Times Co. executives have said
they hope the latest moves will help
avoid cuts to the Times’s 1,300-per-
son newsroom, which on Monday
collected five Pulitzer Prizes.

By J. Lynn Lunsford

United Technologies Corp.’s
first-quarter net income slipped
26% as the aerospace and building-
products company scrambled to cut
costs amid declining demand.

The Hartford, Conn., conglomer-
ate reported net income of $799 mil-
lion, or 78 cents a share, down from
$1.08 billion, or $1.03 a share, a year
earlier. The latest results included
nine cents a share in restructuring
costs, while the prior year included
two cents in restructuring costs.
Revenue decreased 12% to $12.25 bil-

lion.
“We continue to execute well in

the face of difficult end markets and
currency headwinds,” Chief Execu-
tive Louis Chênevert said in a state-
ment.

United Technologies has relied
in the past on its diverse portfolio of
global brands such as Otis elevators,
Carrier air conditioning and Pratt &
Whitney jet engines to insulate it
against downturns. In March, partic-
ularly after the global recession be-
gan to stifle a building boom in
China, Mr. Chênevert announced
plans to cut 11,600 jobs, or 5% of the

company’s work force.
“We have not really seen any sig-

nificant changes in market condi-
tions since March,” said Gregory
Hayes, senior vice president and
chief financial officer, during a con-
ference call with analysts.

Although the company still be-
lieves an economic recovery won’t
occur until next year, officials said
the overall rate of decline in orders
is slowing. While orders are still
down, “they have stabilized across
the businesses,” Mr. Hayes said.
“For the full year, we still expect a
better back half.”

The company reiterated that it
expects 2009 profit of $4 to $4.50 a
share on revenue of about $55 bil-
lion before any changes for poten-
tial acquisitions.

Analysts polled by Thomson
Reuters expected first-quarter earn-
ings of 78 cents a share on revenue
of $12.41 billion. Excluding restruc-
turing costs of 12 cents a share and a
tax gain of three cents, United Tech-
nologies said earnings per share
would have been 87 cents.

The company said it is continu-
ing with plans to spend $750 million
this year to restructure.
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MP-TURKEY.SI OT OT SVN 04/20 EUR 21.23 8.7 –36.7 –32.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA 04/20 USD 10.18 16.7 –27.3 –12.3
Parex Caspian Sea Eq EU EQ LVA 04/20 EUR 2.58 22.9 –70.0 –49.2
Parex Eastern Europ Bd EU BD LVA 04/20 USD 10.18 16.7 –27.3 –12.3
Parex Russian Eq EE EQ LVA 04/20 USD 12.15 40.3 –60.8 –31.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 04/21 USD 115.54 4.2 –46.9 –20.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 04/21 USD 110.61 3.9 –47.5 –21.4
PF (LUX)-Biotech-Pca OT EQ LUX 04/20 USD 252.64 –11.4 –22.6 –9.1
PF (LUX)-CHF Liq-Pca CH MM LUX 04/20 CHF 123.96 0.0 1.1 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 04/20 CHF 93.57 0.0 1.1 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 04/20 USD 84.47 3.9 –29.7 –15.9
PF (LUX)-East Eu-Pca EU EQ LUX 04/20 EUR 171.46 28.4 –57.9 –38.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 04/21 USD 101.48 8.9 –52.9 –23.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 04/21 USD 331.25 8.9 –52.0 –24.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 04/20 EUR 74.18 –3.0 –38.8 –27.9
PF (LUX)-EUR Bds-Pca EU BD LUX 04/20 EUR 372.00 –0.4 3.8 1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 04/20 EUR 283.09 –0.4 3.8 1.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 04/20 EUR 127.36 2.0 –2.0 –2.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 04/20 EUR 89.54 2.0 –2.0 –2.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 04/20 EUR 101.88 13.0 –25.4 –18.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 04/20 EUR 59.07 13.0 –25.4 –18.2
PF (LUX)-EUR Liq-Pca EU MM LUX 04/20 EUR 135.37 0.5 3.1 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 04/20 EUR 97.56 0.5 3.1 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 04/20 EUR 102.22 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 04/20 EUR 100.86 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 04/20 EUR 302.25 –1.2 –41.5 –31.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 04/20 EUR 97.35 –3.7 –39.7 –31.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 04/20 USD 203.39 7.4 0.4 1.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 04/20 USD 138.36 7.4 0.4 1.4
PF (LUX)-Gr China-Pca AS EQ LUX 04/21 USD 235.70 10.8 –39.5 –11.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 04/21 USD 201.72 5.3 –50.3 –21.8
PF (LUX)-Jap Index-Pca JP EQ LUX 04/21 JPY 8012.37 –1.6 –37.9 –29.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 04/21 JPY 6967.14 –4.6 –41.9 –34.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 04/21 JPY 6787.63 –4.8 –42.3 –35.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 04/21 JPY 3814.33 –2.8 –38.6 –31.4
PF (LUX)-Pacif Idx-Pca AS EQ LUX 04/21 USD 165.80 4.7 –44.6 –22.7
PF (LUX)-Piclife-Pca CH BA LUX 04/20 CHF 697.16 1.1 –11.7 –11.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 04/20 EUR 45.43 2.9 –30.0 –27.3
PF (LUX)-Rus Eq-Pca OT OT LUX 04/20 USD 31.09 36.1 –67.3 NS
PF (LUX)-Security-Pca GL EQ LUX 04/20 USD 73.91 3.4 –24.8 –17.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 04/20 EUR 337.00 3.3 –39.3 –30.7
PF (LUX)-US Eq-Ica US EQ LUX 04/20 USD 78.98 –3.3 –35.0 –20.5
PF (LUX)-USA Index-Pca US EQ LUX 04/20 USD 67.15 –7.4 –39.1 –24.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 04/20 USD 517.78 –2.4 7.7 7.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 04/20 USD 379.93 –2.4 7.7 7.4
PF (LUX)-USD Liq-Pca US MM LUX 04/20 USD 130.59 0.3 1.8 2.9
PF (LUX)-USD Liq-Pdi US MM LUX 04/20 USD 85.27 0.3 1.8 2.9
PF (LUX)-USD Sov Liq-Pca OT OT LUX 04/20 USD 101.47 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 04/20 USD 100.76 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 04/20 EUR 100.95 –2.0 –26.5 –19.8
PF (LUX)-WldGovBds-Pca GL BD LUX 04/21 USD 153.28 –7.0 –2.7 5.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 04/21 USD 126.88 –7.0 –2.7 5.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 04/20 USD 39.19 –5.6 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 04/20 USD 8.76 11.7 –29.7 –22.6
Japan Fund USD JP EQ IRL 04/21 USD 13.24 –9.9 –18.3 –14.7

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 03/31 USD 127.32 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 03/31 USD 6.99 3.6 –55.3 –27.8
Europn Conviction USD B EU EQ CYM 03/31 USD 126.59 0.2 17.5 10.0

Europn Forager USD B OT OT CYM 03/31 USD 175.87 –1.7 –18.7 –5.0

Latin America USD A GL EQ CYM 03/31 USD 13.88 2.2 –4.7 14.7

Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2

UK Fund USD A OT OT CYM 03/31 USD 168.42 1.5 0.7 2.5

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 04/15 USD 69.49 20.5 –35.3 –17.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 04/20 EUR 514.31 –8.7 –40.5 NS

Core Eurozone Eq B EU EQ IRL 04/20 EUR 611.80 –7.0 NS NS

Euro Fixed Income A EU BD IRL 04/20 EUR 1105.51 –2.3 –9.5 –6.7

Euro Fixed Income B EU BD IRL 04/20 EUR 1175.30 –2.2 –8.9 –6.2

Euro Small Cap A EU EQ IRL 04/20 EUR 879.26 3.7 –42.6 –36.3

Euro Small Cap B EU EQ IRL 04/20 EUR 937.93 3.9 –42.3 –35.9

Eurozone Agg Eq A EU EQ IRL 04/20 EUR 476.10 –4.2 –42.1 –31.8

Eurozone Agg Eq B EU EQ IRL 04/20 EUR 681.36 –4.0 –41.7 –31.4

Glbl Bd (EuroHdg) A GL BD IRL 04/20 EUR 1210.53 1.1 –5.5 –3.0

Glbl Bd (EuroHdg) B GL BD IRL 04/20 EUR 1279.56 1.3 –4.8 –2.4

Glbl Bd A EU BD IRL 04/20 EUR 1025.26 4.6 6.0 –0.8

Glbl Bd B EU BD IRL 04/20 EUR 1086.95 4.8 6.6 –0.3

Glbl Real Estate A OT EQ IRL 04/20 USD 586.53 –12.0 –53.6 –37.2

Glbl Real Estate B OT EQ IRL 04/20 USD 602.16 –11.9 –53.3 –36.8

Glbl Real Estate EH-A OT EQ IRL 04/20 EUR 561.38 –10.5 –50.6 –37.0

Glbl Real Estate SH-B OT EQ IRL 04/20 GBP 52.51 –11.4 –50.9 –36.6

Glbl Strategic Yield A EU BD IRL 04/20 EUR 1227.91 8.6 –17.4 –10.1

Glbl Strategic Yield B EU BD IRL 04/20 EUR 1308.43 8.8 –16.9 –9.5

Japan Equity A JP EQ IRL 04/20 JPY 10558.00 2.2 –34.7 –29.8

Japan Equity B JP EQ IRL 04/20 JPY 11206.00 2.3 –34.3 –29.4

PacBasn (Ex-Jap) Eq A AS EQ IRL 04/20 USD 1409.55 9.6 –41.1 –21.2

PacBasn (Ex-Jap) Eq B AS EQ IRL 04/20 USD 1497.99 9.8 –40.7 –20.7

Pan European Eq A EU EQ IRL 04/20 EUR 695.65 –3.2 –41.7 –31.0

Pan European Eq B EU EQ IRL 04/20 EUR 738.48 –3.0 –41.4 –30.7

US Equity A US EQ IRL 04/20 USD 642.07 –4.0 –41.0 –24.1

US Equity B US EQ IRL 04/20 USD 684.61 –3.8 –40.6 –23.7

US Small Cap A US EQ IRL 04/20 USD 936.61 –6.9 –40.4 –26.9

US Small Cap B US EQ IRL 04/20 USD 999.25 –6.7 –40.1 –26.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 04/20 SEK 63.13 4.9 –38.0 –28.9

Choice Japan Fd JP EQ LUX 04/20 JPY 44.74 –0.5 –34.3 –31.3

Choice Jpn Chance/Risk JP EQ LUX 04/20 JPY 44.66 –0.3 –43.3 –32.3

Choice NthAmChance/Risk US EQ LUX 04/20 USD 2.97 5.9 –40.9 –23.4

Europe 2 Fd EU EQ LUX 04/20 EUR 0.69 0.1 –43.4 –33.5

Europe 3 Fd EU EQ LUX 04/20 EUR 3.10 1.6 –42.6 –33.1

Global Chance/Risk Fd GL EQ LUX 04/20 EUR 0.48 2.5 –31.2 –25.3

Global Fd GL EQ LUX 04/20 USD 1.57 –5.8 –43.6 –27.0

Intl Mixed Fd -C- NO BA LUX 04/20 USD 21.28 –7.4 –34.8 –18.9

Intl Mixed Fd -D- NO BA LUX 04/20 USD 15.02 –7.4 –34.8 –17.9

Wireless Fd OT EQ LUX 04/20 EUR 0.11 17.9 –25.1 –19.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 04/20 USD 5.01 10.5 –38.6 –18.3

Currency Alpha EUR -IC- OT OT LUX 04/20 EUR 10.66 –2.3 4.2 NS

Currency Alpha EUR -RC- OT OT LUX 04/20 EUR 10.59 –2.5 3.8 2.5

Currency Alpha SEK -ID- OT OT LUX 04/20 SEK 102.96 –2.5 3.9 NS

Currency Alpha SEK -RC- OT OT LUX 04/20 SEK 118.00 –2.5 3.8 2.5

Generation Fd 80 OT OT LUX 04/20 SEK 6.88 7.8 –18.5 NS

Nordic Focus EUR NO EQ LUX 04/20 EUR 53.25 6.7 –41.3 NS

Nordic Focus NOK NO EQ LUX 04/20 NOK 58.30 6.7 –41.3 NS

Nordic Focus SEK NO EQ LUX 04/20 SEK 63.18 6.7 –41.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 04/20 USD 1.41 1.4 –36.6 –23.7

Ethical Global Fd GL EQ LUX 04/20 USD 0.60 –3.0 –41.0 –26.7

Ethical Sweden Fd NO EQ LUX 04/20 SEK 32.43 12.8 –22.7 –19.8

Europe Fd EU EQ LUX 04/20 USD 1.50 2.3 –32.8 –26.6

Index Linked Bd Fd SEK OT BD LUX 04/20 SEK 13.10 0.2 4.0 4.2

Medical Fd OT EQ LUX 04/20 USD 2.58 –10.0 –24.7 –18.2

Short Medium Bd Fd SEK NO MM LUX 04/20 SEK 9.23 0.8 2.8 3.0

Technology Fd OT EQ LUX 04/20 USD 1.78 14.2 –29.4 –15.2

World Fd NO BA LUX 04/20 USD 1.58 –4.8 –40.7 –20.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 04/20 EUR 1.27 0.0 1.4 1.7

Short Bond Fd SEK NO MM LUX 04/20 SEK 21.82 1.2 2.8 3.0

Short Bond Fd USD US MM LUX 04/20 USD 2.49 –0.3 0.9 2.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 04/20 SEK 9.97 –0.9 –2.5 –0.5

Alpha Bond Fd SEK -B- NO BD LUX 04/20 SEK 8.95 –0.9 –2.5 –0.5

Alpha Bond Fd SEK -C- NO BD LUX 04/20 SEK 24.97 –0.9 –2.6 –0.6

Alpha Bond Fd SEK -D- NO BD LUX 04/20 SEK 8.32 –0.9 –2.6 –0.6

Alpha Short Bd SEK -A- NO MM LUX 04/20 SEK 10.98 1.6 3.4 3.4

Alpha Short Bd SEK -B- NO MM LUX 04/20 SEK 10.30 1.6 3.4 3.4

Alpha Short Bd SEK -C- NO MM LUX 04/20 SEK 21.49 1.6 3.3 3.3

Alpha Short Bd SEK -D- NO MM LUX 04/20 SEK 8.93 1.6 3.3 3.3

Bond Fd SEK -C- NO BD LUX 04/20 SEK 42.00 1.1 10.1 6.2

Bond Fd SEK -D- NO BD LUX 04/20 SEK 12.60 1.1 8.9 5.6

Corp. Bond Fd EUR -C- EU BD LUX 04/20 EUR 1.08 –1.0 –8.2 –4.7

Corp. Bond Fd EUR -D- EU BD LUX 04/20 EUR 0.85 –1.0 –8.6 –4.9

Corp. Bond Fd SEK -C- NO BD LUX 04/20 SEK 10.53 –2.0 –12.6 –6.9

Corp. Bond Fd SEK -D- NO BD LUX 04/20 SEK 8.27 –2.0 –12.5 –6.8

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 04/20 EUR 105.75 1.8 6.8 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 04/20 EUR 105.30 1.7 6.3 NS

Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 04/20 SEK 1173.09 1.7 6.3 NS

Flexible Bond Fd -C- NO BD LUX 04/20 SEK 21.22 1.7 6.5 4.6

Flexible Bond Fd -D- NO BD LUX 04/20 SEK 12.01 1.7 6.5 4.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 04/20 SEK 78.19 –2.4 –22.0 –14.9

Global Hedge I SEK -D- OT OT LUX 04/20 SEK 71.45 –2.4 –24.3 –16.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 04/20 USD 1.73 12.1 –44.1 –17.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 04/20 SEK 21.97 30.9 –19.2 –16.9

Europe Chance/Risk Fd EU EQ LUX 04/20 EUR 770.13 1.0 –46.5 –35.6

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 OT ARE 04/09 USD 889.29 –5.4 NS NS

UAE Blue Chip Fund Acc OT OT ARE 04/09 AED 4.97 8.4 –57.0 –17.8

n WWW.SGAM.COM
SGAM FUND

Bonds ConvEurope A OT OT LUX 04/20 EUR 27.38 –3.4 –6.7 –1.1

Bonds Eur Corp A OT OT LUX 04/17 EUR 21.24 2.5 –2.3 –2.2

Bonds Eur Hi Yld A OT OT LUX 04/17 EUR 14.63 10.1 –25.7 –19.1

Bonds EURO A OT OT LUX 04/17 EUR 39.50 0.0 5.8 4.0

Bonds Europe A OT OT LUX 04/20 EUR 38.14 0.7 7.0 3.5
Bonds US MtgBkSec A OT OT LUX 04/17 USD 24.27 –5.3 10.0 –0.3
Bonds US OppsCoreplus A OT OT LUX 04/17 USD 32.84 4.2 2.9 4.8
Bonds World A OT OT LUX 04/20 USD 37.46 –6.0 –5.6 4.3
Eq. China A OT OT LUX 04/20 USD 16.71 11.8 –32.6 –11.6
Eq. ConcentratedEuropeA OT OT LUX 04/20 EUR 20.03 –2.8 –41.9 –31.8
Eq. Eastern Europe A OT OT LUX 04/20 EUR 15.31 15.9 –58.4 –37.7
Eq. Equities Global Energy OT OT LUX 04/20 USD 13.22 –7.3 –51.1 –19.1
Eq. Euroland A OT OT LUX 04/20 EUR 8.38 –8.6 –41.1 –31.7
Eq. Euroland MidCapA OT OT LUX 04/20 EUR 14.46 0.4 –45.6 –34.5
Eq. EurolandCyclclsA OT OT LUX 04/17 EUR 14.40 4.9 –33.3 –22.4
Eq. EurolandFinancialA OT OT LUX 04/17 EUR 8.67 2.9 –45.9 –36.7
Eq. Glbl Emg Cty A OT OT LUX 04/20 USD 6.49 8.5 –49.3 –21.6
Eq. Global A OT OT LUX 04/20 USD 19.64 –6.7 –44.2 –28.3
Eq. Global Technol A OT OT LUX 04/20 USD 4.41 20.8 –28.4 –22.0
Eq. Gold Mines A OT OT LUX 04/20 USD 20.52 –1.9 –34.9 –13.2
Eq. Japan Sm Cap A OT OT LUX 04/20 JPY 877.56 –3.1 –33.3 –37.1
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 04/20 USD 6.71 5.1 –42.9 –20.2
Eq. US ConcenCore A OT OT LUX 04/20 USD 17.07 5.1 –29.8 –16.8
Eq. US Lg Cap Gr A OT OT LUX 04/20 USD 11.40 5.8 –42.0 –22.9
Eq. US Mid Cap A OT OT LUX 04/17 USD 22.12 10.4 –38.2 –18.3
Eq. US Multi Strg A OT OT LUX 04/20 USD 15.78 –1.2 –42.9 –26.8
Eq. US Rel Val A OT OT LUX 04/20 USD 14.90 –4.0 –45.1 –31.6
Eq. US Sm Cap Val A OT OT LUX 04/17 USD 12.42 –4.0 –44.8 –33.4
Eq. US Value Opp A OT OT LUX 04/17 USD 12.59 –2.9 –45.7 –33.5
Money Market EURO A OT OT LUX 04/20 EUR 27.29 0.6 3.6 3.8
Money Market USD A OT OT LUX 04/20 USD 15.80 0.4 2.1 3.3

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com
YMR-N Series
YMR-N Growth Fund OT OT IRL 04/21 JPY 7973.00 –7.3 –42.4 –36.9
YMR-N Japan Fund OT OT IRL 04/21 JPY 9147.00 –3.1 –38.5 –32.8
YMR-N Low Price Fund OT OT IRL 04/21 JPY 12179.00 –6.2 –36.6 –33.5
YMR-N Small Cap Fund OT OT IRL 04/21 JPY 5722.00 –10.8 –41.2 –38.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 04/21 JPY 4091.00 –2.7 –45.3 –35.8
Yuki 77 General JP EQ IRL 04/21 JPY 5709.00 –3.3 –42.3 –33.4
Yuki 77 Growth JP EQ IRL 04/21 JPY 5505.00 –6.9 –44.2 –38.0
Yuki 77 Income AS EQ IRL 04/21 JPY 4794.00 –6.3 –36.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 04/21 JPY 6011.00 –3.7 –39.6 –34.5
Yuki Chugoku Jpn Gro JP EQ IRL 04/21 JPY 4554.00 –10.9 –44.5 –36.2
Yuki Chugoku JpnLowP JP EQ IRL 04/21 JPY 7345.00 –10.3 –33.8 –30.6
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 04/21 JPY 6312.00 –6.8 –43.2 –35.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 04/21 JPY 4159.00 –8.6 –45.7 –35.6
Yuki Hokuyo Jpn Inc JP EQ IRL 04/21 JPY 4782.00 –9.4 –38.3 –31.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 04/21 JPY 4200.00 –10.7 –41.7 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 04/21 JPY 3920.00 –7.7 –49.4 –38.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 04/21 JPY 4165.00 –7.3 –49.0 –40.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 04/21 JPY 5850.00 –4.1 –45.4 –36.2
Yuki Mizuho Jpn Gen OT OT IRL 04/21 JPY 7767.00 –3.2 –39.0 –34.4
Yuki Mizuho Jpn Gro OT OT IRL 04/21 JPY 5746.00 –8.1 –40.8 –37.0
Yuki Mizuho Jpn Inc OT OT IRL 04/21 JPY 7201.00 –9.5 –38.8 –32.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 04/21 JPY 4649.00 –6.7 –41.0 –34.1
Yuki Mizuho Jpn LowP OT OT IRL 04/21 JPY 10680.00 –5.8 –31.6 –29.4
Yuki Mizuho Jpn PGth OT OT IRL 04/21 JPY 7089.00 –7.2 –45.1 –37.5
Yuki Mizuho Jpn SmCp OT OT IRL 04/21 JPY 5519.00 –10.0 –44.2 –38.4
Yuki Mizuho Jpn Val Sel OT OT IRL 04/21 JPY 5012.00 –3.5 –38.5 –32.2
Yuki Mizuho Jpn YoungCo OT OT IRL 04/21 JPY 2273.00 –4.8 –46.9 –47.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 04/21 JPY 4401.00 –2.2 –46.0 –36.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 04/21 JPY 4080.00 –6.5 –43.9 –37.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 04/21 JPY 4924.00 –3.4 –40.1 –33.6
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 02/27 USD 34.46 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 02/27 USD 1358.87 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 02/27 USD 1754.53 0.8 –9.5 –2.5

CMA MultHdge Balncd OT OT CYM 02/27 USD 1252.68 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 02/27 USD 1713.10 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 02/27 USD 995.18 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 01/31 EUR 98.75 0.3 –21.6 –9.0

D'Auriol Opp F3 EUR EU MM CYM 01/30 EUR 1001.61 0.6 –24.2 –12.3

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 01/30 USD 2057.10 –0.5 –5.2 –4.7

Harmony Cap Ltd B EUR OT OT BMU 01/30 EUR 1990.70 –0.8 –4.6 –4.9

Harmony Cap Ltd D USD OT OT BMU 01/30 USD 1178.50 –0.5 –5.6 –5.1

Harmony Cap Ltd E EUR OT OT BMU 01/30 USD 1145.50 –0.8 –4.8 –5.2

Harmony Cap Ltd F GBP OT OT BMU 01/30 GBP 1002.20 –0.6 –4.0 –4.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 04/09 USD 606.05 34.4 –62.4 –38.4

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 03/31 EUR 218.46 1.7 16.8 30.0

Horseman EmMkt Opp USD GL EQ USA 03/31 USD 221.89 1.1 14.3 30.0

Horseman EurSelLtd EUR EU EQ GBR 03/31 EUR 212.41 1.5 8.0 18.3

Horseman EurSelLtd USD EU EQ GBR 03/31 USD 220.70 1.5 6.9 18.4

Horseman Glbl Ltd EUR GL EQ CYM 03/31 USD 479.05 –2.7 14.5 25.9
Horseman Glbl Ltd USD GL EQ CYM 03/31 USD 479.05 –2.7 14.5 25.9

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 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 04/10 GBP 0.95 0.7 NS NS
Global Absolute USD OT OT GGY 04/10 USD 1.77 0.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 03/31 EUR 73.25 –4.0 –32.5 –15.1

Special Opp Inst EUR OT OT CYM 03/31 EUR 68.99 –3.9 –32.1 NS
Special Opp Inst USD OT OT CYM 03/31 USD 77.75 –3.7 –29.9 –12.6
Special Opp USD OT OT CYM 03/31 USD 76.51 –3.9 –30.4 –13.3

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 03/31 EUR 121.36 1.7 –12.8 –2.8
GH Fund CHF Hdg OT OT JEY 03/31 CHF 100.80 1.0 –15.9 –6.4

GH Fund EUR Hdg (Non-V) OT OT JEY 03/31 EUR 110.02 1.4 –15.0 –5.1
GH Fund GBP Hdg OT OT JEY 03/31 GBP 119.65 1.5 –15.1 –4.3
GH Fund Inst EUR OT OT JEY 03/31 EUR 89.36 7.0 NS NS
GH Fund Inst JPY OT OT JEY 03/31 JPY 8528.54 1.5 –13.5 NS

GH Fund Inst USD OT OT JEY 03/31 USD 100.44 1.8 –12.9 –3.1
GH FUND S EUR OT OT CYM 03/31 EUR 114.98 1.7 –14.5 –4.3
GH FUND S GBP OT OT JEY 03/31 GBP 119.56 1.6 –14.0 –3.3

GH Fund S USD OT OT CYM 03/31 USD 134.39 1.8 –12.5 –2.6
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 03/20 USD 126.63 2.2 NS NS
Leverage GH USD OT OT GGY 03/31 USD 100.10 2.6 –30.7 –14.0

MultiAdv Arb CHF Hdg OT OT JEY 03/31 CHF 85.43 1.7 –21.6 –13.5
MultiAdv Arb EUR Hdg OT OT JEY 03/31 EUR 92.40 2.2 –20.8 –12.4
MultiAdv Arb GBP Hdg OT OT JEY 03/31 GBP 99.70 2.9 –21.0 –12.0

MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 03/31 EUR 97.88 2.3 –20.1 –11.4
MultiAdv Arb S GBP OT OT CYM 03/31 GBP 102.65 2.9 –19.9 –10.7

MultiAdv Arb S USD OT OT CYM 03/31 USD 111.28 2.7 –18.0 –9.8
MultiAdv Arb USD OT OT GGY 03/31 USD 172.95 2.5 –19.0 –11.0

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 03/31 USD 107.83 0.7 –14.9 –6.7
Asian AdbantEdge EUR OT OT JEY 03/31 EUR 91.62 3.3 –17.3 –4.9
Asian AdvantEdge OT OT JEY 03/31 USD 166.69 2.9 –16.3 –3.5

Emerg AdvantEdge OT OT JEY 03/31 USD 145.28 3.5 –25.1 –8.1
Emerg AdvantEdge EUR OT OT JEY 03/31 EUR 81.32 3.5 –27.4 –10.3
Europ AdvantEdge EUR OT OT JEY 03/31 EUR 114.93 –0.3 –15.5 –9.4
Europ AdvantEdge USD OT OT JEY 03/31 USD 121.34 –0.6 –14.6 –8.6

Japan AdvantEdge JPY OT OT JEY 03/31 JPY 7776.09 –3.8 –10.2 –9.8

Japan AdvantEdge USD OT OT JEY 03/31 USD 90.64 –3.7 –8.8 –7.2

Lvgd Alpha AdvantEdge OT OT JEY 03/31 USD 86.67 1.0 –33.0 –18.8

Trading AdvantEdge OT OT GGY 03/31 USD 146.97 –3.1 0.5 16.5

Trading AdvantEdge EUR OT OT GGY 03/31 EUR 133.83 –2.8 1.3 15.8

Trading AdvantEdge GBP OT OT GGY 03/31 GBP 140.98 –3.1 3.9 17.8

US AdvantEdge OT OT JEY 03/31 USD 104.65 2.3 –14.5 –5.9

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200

Email: contact@integratedai.com - Website: www.integratedai.com

Altipro OT OT FRA 03/31 EUR 189.94 –22.8 –25.1 –12.0

Integrated Dir Trading EUR OT OT CYM 01/30 EUR 104.89 2.9 –1.1 7.0

Integrated Emg Markets EUR OT OT CYM 01/30 EUR 69.49 –2.4 –30.2 –15.0

Integrated European EUR OT OT CYM 01/30 EUR 149.76 0.5 3.5 0.3

Integrated Event Driven EUR OT OT CYM 01/30 EUR 82.99 1.4 –20.2 –8.9

Integrated Lg/Sh Sel F EUR OT OT CYM 01/30 EUR 86.33 0.8 –10.3 –3.1

Integrated MultSt B EUR OT OT VGB 01/30 EUR 116.51 3.2 –15.1 –5.6

Integrated Relative Value EUR OT OT CYM 01/30 EUR 90.62 1.1 –10.2 –3.0

n KREDIETBANK LUXEMBOURG

www.kbl.lu Fax : +352 47 97 73 911

KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9

KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6

n MERIDEN GROUP

Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com

Antanta Combined Fund EE EQ AND 04/17 USD 230.05 19.7 –69.3 –48.0

Antanta MidCap Fund EE EQ AND 04/17 USD 313.32 8.1 –82.5 –52.7

Meriden Opps Fund GL OT AND 04/15 EUR 84.61 –2.8 –20.9 NS

Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 01/30 USD 1220.59 NS –14.9 –4.7

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 04/14 USD 70.79 –15.0 17.4 28.1
Superfund GCT USD* OT OT LUX 04/14 USD 3170.00 –13.2 9.4 14.5
Superfund Gold A (SPC) OT OT CYM 04/14 USD 1051.89 –9.5 –3.7 21.2
Superfund Gold B (SPC) OT OT CYM 04/14 USD 1165.67 –13.5 –4.9 23.6
Superfund Q-AG* OT OT AUT 04/14 EUR 8070.00 –7.9 10.1 13.5

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 03/31 EUR 1278.17 –1.2 –2.1 11.1
Winton Evolution GBP GL OT VGB 03/31 GBP 1260.86 –1.1 –1.3 12.5
Winton Evolution JPY GL OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 03/31 USD 1251.18 –1.0 –2.3 11.6
Winton Futures EUR GL OT VGB 03/31 EUR 204.77 –0.5 8.6 22.5
Winton Futures GBP GL OT VGB 03/31 GBP 220.50 –0.7 9.5 24.1
Winton Futures JPY Lead Series 2 GL OT VGB 03/31 JPY 14524.76 –1.6 4.7 19.0
Winton Futures USD GL OT VGB 03/31 USD 726.91 –0.9 7.7 22.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 04/09 EUR 127.49 7.3 –15.4 NS
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 04/09 USD 277.35 7.2 –13.8 NS

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 03/31 USD 1251.33 –1.8 –1.8 –0.5 –18.7 –8.8

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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Geithner weighs criteria for banks repaying bailout funds
By Deborah Solomon

WASHINGTON—U.S. Treasury
Secretary Timothy Geithner indi-
cated that the health of individual
banks won’t be the sole criterion for
whether financial firms will be al-
lowed to repay bailout funds, a posi-
tion that might complicate their ef-
forts to give back the cash.

In an interview, Mr. Geithner
laid out some broad principles, in-
cluding the need to consider the
overall health of the financial sys-
tem and the flow of credit in judg-
ing whether banks can repay their
government investment. Among
large banks, Goldman Sachs
Group Inc. and J.P. Morgan Chase
& Co. have both said they want to
repay the U.S. government.

“We want to make sure that the
financial system is not just stable,
but also not inducing a deeper con-
traction in economic activity. We
want to have enough capital that it’s
going to be able to support a recov-
ery,” Mr. Geithner said.

Mr. Geithner also said he
planned to discuss signs of improve-
ment in the U.S. economy with his
counterparts at the coming Group of
Seven finance-ministers meeting.
But he said a “dramatic” mobiliza-
tion of resources was still needed
across the world to avert a deeper
global recession.

“We’re trying…to make sure
there’s as strong and broad a global
consensus on stimulus, financial re-

pair and quick deployment of re-
sources to emerging economies so
that we can avert risks of a deeper
downturn world-wide.”

The Obama administration is
wrestling with a problem as some
banks, wary of government strings
tied to bailout funds, look to repay
the money. At the same time, regula-
tors aren’t yet done conducting
stress tests on the nation’s 19 larg-
est banks to determine how much as-
sistance they might need to con-
tinue lending. Firms will get six
months to raise money from private
investors or get additional invest-
ments from the government.

“My basic obligation is to make
sure the system as a whole...has the
ability to provide the credit that re-
covery requires,” Mr. Geithner said
Tuesday in an appearance before
the Congressional Oversight Panel,
one of several entities overseeing
government bailout efforts.

Mr. Geithner also told the panel
that executive-compensation rules
for banks receiving U.S. government
aid are unlikely to apply to firms
that participate in the Treasury De-
partment’s new program to deal
with toxic assets. He declined to give
details about how the rules would
distinguish how pay packages would
be regulated but said the Treasury
would be proposing the new stan-
dards in the next few weeks.

Mr. Geithner, in prepared re-
marks for the panel, outlined steps
Treasury has taken to combat the fi-

nancial crisis and spoke about the
need for revamped regulation of fi-
nancial institutions.

“This financial crisis has shown
that the largest financial institu-
tions can pose special risks to the fi-
nancial system as a whole,” he said.

Mr. Geithner reiterated that Trea-
sury has been aiming to resolve the
financial crisis at a minimum cost to
taxpayers.

Treasury estimates nearly
$110 billion in Wall Street bailout
money is available from the $700 bil-

lion originally authorized, Mr. Geith-
ner said in a letter Monday to Eliza-
beth Warren, the head of the over-
sight panel. In the letter, Mr. Geith-
ner also gave a breakdown of Trou-
bled Asset Relief Program funds.

TARP was created by Congress un-
der the Emergency Economic Stabili-
zation Act of 2008 to save Wall Street
from financial crisis. One part of
TARP is a preferred stock-and-equity-
warrant purchase program known as
the Capital Purchase Program.

Obama administration officials

worry that the repayment of bail-
out money, combined with a gen-
eral disinclination toward partner-
ing with the U.S., could undermine
their efforts to restore health to the
financial sector and the broader
economy.

“We want to be out of the finan-
cial system. We want people to be
paying back the government. But we
don’t want people to be paying back
the government in ways that will
put themselves right back in trouble
and leaving themselves with inade-
quate capital,” Lawrence Summers,
chairman of the president’s Na-
tional Economic Council, said Sun-
day on NBC’s “Meet the Press.”

Mr. Geithner made it clear the ad-
ministration believes the steps it is
taking to shore up the financial sec-
tor are necessary to avert a worse
and prolonged economic downturn.
The government has announced a se-
ries of steps, including a $275 billion
plan to help homeowners, an effort
to help purchase so-called toxic as-
sets clogging bank balance sheets
and additional investments into
banks.

But distrust of the government’s
programs runs high, and Mr. Geith-
ner said he has tried to make a sim-
ple case to lawmakers and others as
to why it is necessary to use tax-
payer money to help the financial
system.

 —Michael R. Crittenden and
Meena Thiruvengadam

contributed to this article.

South Africa election will test ANC
Despite Zuma’s expected victory, party will likely lose its two-thirds majority, forcing it to work with others

U.S. Treasury Secretary Timothy Geithner speaks before the Congressional
Oversight Panel in Washington Tuesday on the need to revamp financial regulations.

ECONOMY & POLITICS

By Sarah Childress

JOHANNESBURG—South Afri-
ca’s next president after Wednes-
day’s national legislative election is
almost certain to be Jacob Zuma,
leader of the ruling African National
Congress party. But for the first time
since the end of apartheid in 1994,
the ANC looks poised to lose the two-
thirds majority in parliament that it
needs to govern unopposed.

The ANC, the party credited with
liberating the nation from apart-
heid, has dominated every election
since the end of that brutal regime.
In 2004, the last national election, it
won 69% of the vote. This year, elec-
tion authorities are anticipating a
record turnout, and the ANC’s solid
majority is in jeopardy.

Two other parties look poised to
siphon off some ANC seats in parlia-
ment: the Democratic Alliance, pop-
ular with middle-class whites, and a
new party that broke away from the
ANC late last year, the Congress of
the People, or Cope.

A recent survey of Gauteng prov-
ince, which includes Johannesburg,
gave the ANC only around 54% sup-
port. Without a two-thirds majority,
theANCwouldhavetoformcoalitions
withsmallerpartiestopassbills,offer-
ing some check on its power. Opposi-
tion parties say they will try to rein in
whattheyseeascronyismandcorrup-
tion in the ruling party.

“There’s a good chance that [the
ANC] will lose its two-thirds major-
ity,” said Judith February, a political
analyst at the independent South Af-
rican think-tank Idasa. “That in and
of itself will send a powerful mes-
sage to the ANC and its leadership.”

The ANC has been criticized in re-
cent years for misuse of state power,
corruption and stifling dissent. Many
blackSouthAfricanshavebecomedis-
illusionedwith the liberationpartyas
their lives have failed to improve sig-
nificantly since the end of apartheid.

Many still live in shacks without
running water and electricity, and
struggle to find work, while top
members of the ANC have become
wealthy. Mr. Zuma, the presidential
candidate, is controversial: He’s
been acquitted of rape, and corrup-
tion charges against him were
dropped this month.

Dissent within the ANC boiled

over late last year, when several ANC
members broke away to form Cope.
The party formed too close to the
elections to pose a credible threat to
the ANC’s hold on the presidency.
Cope also has struggled to capitalize
on its initial momentum. But it does
have a chance to help erode the
ANC’s numbers in parliament.

The Democratic Alliance has be-
come increasingly popular in recent
years, particularly among white vot-
ers.Itscandidate,HelenZille,istheout-
spokenmayorofCapeTown,whocam-
paigns against corruption and for a
crackdown on crime. The party’s cam-
paignthisyearfocusedonrallyingvot-

ers to keep the ANC from winning a
two-thirds majority under Mr. Zuma.
“The ANC has split—we can win!” one
slogan proclaims. “Stop Zuma!”

The ANC has fought hard to keep
its lead. Jarred out of complacency,
the ANC launched an ambitious cam-
paign, spending an estimated $20
million to blanket the country with
bright yellow posters, hold massive
rallies and send volunteers door-to-
door.Its careful slogan, “Working to-
gether, we can do more,” suggested
a tacit acknowledgement of the pre-
vious administration’s tendency, un-
der President Thabo Mbeki, to iso-
late its critics and act unilaterally. It

has promised a spending campaign
to help the poor.

The ANC has defended its record,
saying it has a tradition of encourag-
ing debate. Mr. Zuma has promised to
eradicate corruption and make him-
selfandthegovernmentmoreaccessi-
bleandaccountabletoSouthAfricans.

“We expect that [voters] will
once again give the ANC a huge, deci-
sive mandate,” Mr. Zuma said at a
news conference Tuesday. “We
know that this mandate comes with
a great responsibility. … We will use
our majority responsibly and will
not ride roughshod over the rights
of the people.”

Among poor blacks, Mr. Zuma is
revered as a man of the people. He
draws adoring, riotous crowds. In
his last rally on Sunday, about
100,000 people turned out, clad in
ANC yellow, packing two stadiums
to cheer and whistle for Mr. Zuma.
Heobliged themby dancingand sing-
ing his trademark song, “Bring me
my machine gun.” In Zulu, the lan-
guage of the nation’s most populous
tribe, he promised to do away with
corruption in the government, to
deafening cheers. The ANC also ex-
erts a powerful hold over many older
black South Africans, who say they
will vote for the party because they
have emotional ties to the party that
freed them from apartheid.

No one has more symbolic ap-
peal than the revered former ANC
leader Nelson Mandela, who made a
surprise appearance at Sunday’s
rally. Mr. Mandela was too frail to
speak; a pre-recorded message
played instead. On his bright yellow
shirt: a printed image of Mr. Zuma.
 —Nicolas Brulliard

contributed to this article.

Source: the Parliament of the Republic of South Africa

The Parliament of South Africa
Party representation by number of seats
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A resident of Durban's Umlazi township in
Kwa-Zulu Natal province walks past election
posters ahead of Wednesday's election
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India central bank cuts interest rates
Concerns remain,
but governor expects
a ‘sharp recovery’

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 04/20 GBP 6.20 –6.9 –30.1 –18.4

Andfs. Borsa Global GL EQ AND 04/20 EUR 5.31 –8.5 –38.5 –25.6

Andfs. Emergents GL EQ AND 04/20 USD 11.19 11.9 –45.3 –18.8

Andfs. Espanya EU EQ AND 04/20 EUR 10.08 –6.9 –37.3 –24.2

Andfs. Estats Units US EQ AND 04/20 USD 11.61 –4.8 –38.3 –22.7

Andfs. Europa EU EQ AND 04/20 EUR 5.93 –8.6 –38.6 –27.5

Andfs. Franca EU EQ AND 04/20 EUR 7.41 –10.4 –39.7 –29.3

Andfs. Japo JP EQ AND 04/20 JPY 435.26 –0.7 –34.2 –29.1

Andfs. Plus Dollars US BA AND 04/20 USD 8.18 –3.0 –21.7 –12.6

Andfs. RF Dolars US BD AND 04/20 USD 10.15 –0.7 –10.3 –5.1

Andfs. RF Euros EU BD AND 04/20 EUR 8.89 –0.7 –17.4 –11.4

Andorfons EU BD AND 04/20 EUR 11.81 –1.0 –19.2 –14.0

Andorfons Alternative Premium OT OT AND 02/28 EUR 93.26 0.9 –18.7 –8.5

Andorfons Mix 30 EU BA AND 04/20 EUR 7.74 –4.4 –29.1 –19.2

Andorfons Mix 60 EU BA AND 04/20 EUR 7.47 –8.1 –37.5 –24.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 04/09 USD 136509.19 1.2 –39.8 –24.0

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 04/21 EUR 9.73 –3.4 –4.6 –2.4
DJE-Absolut P GL EQ LUX 04/21 EUR 168.21 –4.0 –27.1 –16.7
DJE-Alpha Glbl P EU BA LUX 04/21 EUR 148.22 –3.6 –22.8 –13.2
DJE-Div& Substanz P GL EQ LUX 04/21 EUR 175.32 0.2 –22.9 –13.9
DJE-Gold&Resourc P OT EQ LUX 04/21 EUR 128.63 –1.6 –32.5 –13.8
DJE-Renten Glbl P EU BD LUX 04/21 EUR 122.33 2.2 1.0 0.5
LuxPro-Dragon I AS EQ LUX 04/21 EUR 115.18 24.0 –17.6 –5.3
LuxPro-Dragon P AS EQ LUX 04/21 EUR 112.46 23.9 –18.1 –6.3
LuxTopic-Aktien Europa EU EQ LUX 04/20 EUR 14.57 1.7 –16.4 –9.1
LuxTopic-Pacific AS EQ LUX 04/21 EUR 11.01 21.7 –37.9 –21.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 03/31 USD 32.30 –6.6 –53.8 –13.3

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 04/14 SAR 5.25 10.7 NS NS
EFG-Hermes Telecom OT EQ BMU 02/27 USD 23.63 –7.8 –38.6 –13.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 04/20 USD 270.89 10.3 –13.5 –5.9
Sel Emerg Mkt Equity GL EQ GGY 04/20 USD 141.23 7.8 –45.4 –20.3
Sel Euro Equity EUR US EQ GGY 04/20 EUR 72.47 1.0 –39.9 –30.7
Sel European Equity EU EQ GGY 04/20 USD 124.18 –9.7 –53.7 –33.9
Sel Glob Equity GL EQ GGY 04/20 USD 135.71 –5.5 –46.4 –30.4
Sel Glob Fxd Inc GL BD GGY 04/20 USD 122.39 –5.1 –18.5 –7.1
Sel Pacific Equity AS EQ GGY 04/20 USD 94.65 4.7 –40.9 –22.2
Sel US Equity US EQ GGY 04/20 USD 94.72 –6.0 –40.7 –25.7
Sel US Sm Cap Eq US EQ GGY 04/20 USD 124.25 –5.0 –41.6 –30.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 04/17 EUR 289.40 –0.9 –14.5 –10.2
EPB Flexible 50/50 OT OT LUX 04/17 EUR 214.88 –0.6 –20.9 –15.1
KBC Eq (L) Europe EU EQ LUX 04/20 EUR 380.74 –2.0 –42.7 –31.7
KBC Eq (L) Japan JP EQ LUX 04/20 JPY 15694.00 –6.2 –37.6 –32.3
KBC Eq (L) NthAmer EUR US EQ LUX 04/20 EUR 424.89 –7.0 –41.7 NS
KBC Eq (L) NthAmer USD US EQ LUX 04/20 USD 620.48 –6.5 –40.0 –23.5
KBL Key America EUR US EQ LUX 04/17 EUR 312.98 –1.9 –41.8 –25.5
KBL Key America USD US EQ LUX 04/17 USD 329.19 –1.1 –40.8 –24.1
KBL Key East Europe EU EQ LUX 04/17 EUR 1344.92 27.1 –52.9 –33.9

KBL Key Eur Sm Cie EU EQ LUX 04/17 EUR 657.29 4.5 –44.2 –35.2
KBL Key Europe EU EQ LUX 04/17 EUR 511.03 –1.5 –33.1 –26.8
KBL Key Far East AS EQ LUX 04/17 USD 978.59 8.5 –40.6 –21.8
KBL Key Major Em Mkts GL EQ LUX 04/17 USD 404.46 18.0 –51.5 –23.0
KBL Key NaturalRes EUR OT EQ LUX 04/17 EUR 376.95 10.7 –34.9 –17.7
KBL Key NaturalRes USD OT EQ LUX 04/17 USD 373.98 3.7 –46.6 –19.3

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 04/17 USD 38.79 13.6 –40.6 –21.1
LG Asian Plus AS EQ CYM 04/09 USD 38.88 2.9 –44.3 –18.6
LG Asian SmallerCo's AS EQ BMU 04/20 USD 58.94 6.9 –52.1 –38.3
LG India EA EQ MUS 04/16 USD 34.73 8.8 –47.2 –20.7
Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 04/20 EUR 21.53 –17.9 –59.2 –50.3
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India’s central bank lowered in-
terest rates and forecast slower
economic growth, but its governor
said he sees some signs that the
economic crisis is easing.

“There is still uncertainty and
there is concern about the way for-
ward, but the daily bad news that
we were expecting, I think, is be-
hind us,” said Duvvuri Subbarao,
the governor of the Reserve Bank
of India, in an interview with The
Wall Street Journal. “When recov-

ery starts, India’s recovery will be
sharp and swift.”

India’s gross domestic product
growth has been slowing mark-
edly. The central bank estimates
that India’s economy grew 6.5% to
6.7% in the year ended March 31,
compared with 9% growth a year
earlier.

The Reserve Bank of India on
Tuesday cut its key borrowing
rate, or the reverse repo rate, by
0.25 percentage point to 3.25% and
its lending rate, or the repo rate,
by 0.25 percentage point to 4.75%.

Mr. Subbarao, 59 years old, was
appointed governor in September
from his post as the Indian finance
ministry’s top bureaucrat. He said
that his tenure has coincided with
a “difficult period” for the econ-
omy and that concerns remain,
such as the contraction in global
trade.

Now, the Reserve Bank of India
must see that the interest rate cuts
which it has made are passed on
through banks to their customers.
While the central bank has slashed
rates aggressively since October,
the response of banks has been
muted. Most haven’t lowered their
lending rates as much.

“The challenge for the RBI is to
ensure that this reduction takes
place and that credit flow to pro-
ductive sectors increases,” Mr.
Subbarao said. “We believe there
is still room for further reduc-
tion.”

The Reserve Bank of India’s
moves come at a time when India’s
government is facing a tough fight
in a national election, which began
April 16. On Tuesday, the govern-
ment welcomed the central bank’s
cuts and urged banks to pass them
along to businesses and consum-

ers by lowering lending rates.
 —Abhrajit Gangopadhyay

in New Delhi
contributed to this article.
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By Joseph Checkler

Asset manager BlackRock Inc.’s
first-quarter net income slid 65%,
but the company’s chairman said
new business was coming its way.

“Our business model is unique,
and we are picking up more of our cli-
ents’ wallets,” said Chairman and
Chief Executive Laurence Fink.

Money-management companies
have suffered from declining asset
values, investor redemptions from
mutual funds and leaner profit mar-
gins amid the credit crisis. While as-
sets under management at Black-
Rock fell for the second time in three

quarters, the firm has a sizable alter-
native-investments business, includ-
ing hedge funds and private-equity
funds, which helped it avoid losing
as much as more-conventional asset
managers.

The U.S.’s largest publicly traded
asset manager by market capitaliza-
tion posted net income of $84 mil-
lion, or 62 cents a share, down from
$241 million, or $1.77 a share, a year
earlier. Excluding items, earnings
fell to 81 cents a share from $1.86.
Revenue fell 24% to $987 million, as
investment and performance fees
slid 31%. The results were in line
with estimates.

Assets under manage-
ment were $1.283 trillion,
down 2% from the previous
quarter and 6% from a year
earlier as new business
largely offset falling asset
values. BlackRock brought
in $5.6 billion in net new
business in the first quar-
ter. Late morning in New
York, BlackRock shares
were up $12.26, or 9.9%, at
$135.85.

Mr. Fink said he expects
“huge consolidation” in the asset-
management industry. BlackRock re-
cently confirmed plans to acquire

hedge-fund manager R3
Capital Management LCC,
which handles $1.5 billion
in credit investments.

Mr. Fink said the com-
pany has applied to be one
of the managers in the U.S.
government’s Public-Pri-
vate Investment Program.
BlackRock investors are
showing a lot of interest in
investing in the program,
he said.

He said he expects many
banks will sell their bad assets
through the program, although it
will take time.
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Laurence Fink

BlackRock profit falls 65%, but business picks up

Bank of Canada lowers rates to historic low
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By Atsuko Fukase

TOKYO—Japan’s three biggest
banks have lodged offers to buy Citi-
group Inc.’s Nikko Cordial Securi-
ties Inc. in the second round of bid-
ding as the U.S. bank seeks to sell op-
erations once considered a core busi-
ness, people familiar with the mat-
ter said Tuesday.

Sumitomo Mitsui Financial
Group Inc., Mitsubishi UFJ Finan-
cial Group Inc. and Mizuho Finan-
cial Group Inc. are bidding for the
unit, they said.

MUFG, Japan’s largest bank by as-
sets, is still the leading candidate,
but SMFG, the third-largest by as-
sets, has also emerged as a strong
contender, one person said.

Mizuho is considered least likely
to win the bid given its weak capac-
ity for investment, the people said.
Japan’s second-biggest bank said
last month that its brokerage unit,
Mizuho Securities Co., will merge
with Shinko Securities Co. next
month. Mizuho has delayed the deal
a few times due in part to uncer-
tainty surrounding the global finan-
cial downturn.

Japanese media have reported
that the price for Nikko Cordial
could reach 400 billion yen to 500
billion yen ($4.09 billion to $5.11 bil-
lion). This is well short of the 1.6 tril-
lion yen Citigroup paid in a series of
deals completed in January 2008.

For the major Japanese banks,
buying one of the country’s leading
retail brokerages would give a ma-
jor boost to their own brokerage-
business aspirations.

Last month, MUFG said it will
merge brokerage unit Mitsubishi
UFJ Securities, which is strong in
the retail sector, with Morgan Stan-
ley Japan by the end of March 2010.

SMFG has a close relationship
with Daiwa Securities Group Inc.
through wholesale brokerage ven-
ture Daiwa Securities SMBC Co.
However, in the retail sector, it has
only the relatively small SMBC
Friend Securities Co.

SMFG said earlier this month it
intends to strengthen its capital
base by raising up to 800 billion yen
by issuing common shares.

The winner will get Nikko Cor-
dial’s 109 retail branches across Ja-
pan and a 7,000-strong army of sales-
people, allowing it to market securi-
ties to one of the world’s biggest
sources of latent wealth, Japanese
households, which are flush with
$15 trillion, mostly in cash.
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By Subhadip Sircar in Mumbai
and Jackie Range in New Delhi

By Nirmala Menon

OTTAWA—The Bank of Canada
cut interest rates by a quarter-per-
centage point to an historic low of
0.25% Tuesday and in an extraordi-
nary tip of its hand, said it would
keep its benchmark overnight-lend-
ing rate for 14 months.

All five major Canadian banks
cut their prime lending rates by a
quarter-percentage point after Tues-
day’s action, a move that will lower
the cost of consumer credit, includ-
ing adjustable-rate mortgages.

Markets welcomed the news,
with the Toronto Stock Exchange
climbing 121 points, to close at

9247.17. However, businesses were
more guarded in their reactions.

William Holland, chief executive
at Toronto money-management
firm CI Financial Corp. played down
the significance of the historically
low interest rate, and said further
steps were necessary amid the eco-
nomic downturn and investor pessi-
mism.

“I don’t think the (low rates) are
nearly enough to (encourage) inves-
tors to borrow money to invest,” Mr.
Holland said.

The Bank of Canada cited the
worsening economy as one reason
for its actions, stating, “With mone-
tary policy now operating at the ef-

fective lower bound for the over-
night policy rate, it is appropriate to
provide more explicit guidance than
is usual.”

The bank added, “Conditional on
the outlook for inflation, the target
overnight rate can be expected to re-
main at its current level until the
end of the second quarter of 2010.”

“It’s unprecedented for them to
come out and say this,” said Craig Al-
exander, an economist with TD Bank
Financial Group in Toronto. “It’s a
very powerful message to the bond
market to not expect rates to come
up.”

With rates near zero, central
banks around the world are having

to conjure new ways to get their de-
sired results, in this case lowering
market volatility as well as medium-
and long-term interest rates, Mr. Al-
exander said. Speculation about ad-
ditional interest rate moves often
causes market volatility.

“Central banks are forced to pull
more rabbits out of their hats to deal
with the current conditions,” Mr. Al-
exander said. He said he doesn’t ex-
pect this approach to become a per-
manent dimension of the bank’s rate-
setting process, but rather a tempo-
rary tactic required by the difficult
market and economy.

 —Christopher Rhoads contributed
to this article.

Japan’s big three
battle to acquire
Nikko Cordial
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Japan’s forecast for economy
may drop to 3% contraction

German sentiment lifts
ZEW indicates rise
in analysts’ mood;
producer prices fall

Drop in U.K. retail prices
adds to deflation fears

By Roman Kessler

MANNHEIM, Germany—The gov-
ernment’s stimulus programs
helped brighten the mood among
German investment analysts in
April, according to a survey from
the ZEW economic think tank.

“With other indicators, the ZEW
sentiment indicator reveals that
there are well-founded expectations
that the downward dynamics of the
business cycle are bottoming out,”
said Wolfgang Franz, head of the
ZEW, who is also chairman of the
council of economic advisers to the
government. “It is even becoming
more likely that the economy will
slowly recover in the second half,”
Mr. Franz said.

A ZEW indicator of economic ex-
pectations for the six months ahead
rose to 13.0, much more than the rise
to 3.8 forecast in a Dow Jones News-
wires survey. In March, the index
stood at minus 3.5.

However, many economists say
the ZEW index doesn’t have a strong
track record of forecasting the direc-
tion of Germany’s economy. “The
survey is not a very reliable predic-
tor of GDP growth and it is too soon
to assume that a recovery is immi-
nent,” wrote Jennifer McKeown, Eu-
ropean economist at London-based

consultancy Capital Economics, in a
research report.

The release later this week of the
Ifo index of German business confi-
dence and of purchasing managers’
index surveys for the euro zone will
be closely watched for evidence of

whether the German economy is
nearing a recovery, after suffering
deep contractions in the last two
quarters. Both the Ifo and PMI sur-
veys have shown signs of stabilizing
at a low level recently.

The two economic stimulus pack-
ages set by the German government
since late last year should contrib-
ute to a recovery, ZEW said.

The indicator showing hopes for a
recovery contrasted strongly with a
bleakerassessmentof thecurrent situ-
ation. The survey index for Germany’s
current economic situation fell to mi-
nus 91.6 from minus 89.4, ZEW said.

Separately, German producer
prices in March decelerated more
quickly than expected, putting the
annual figure in negative territory,
figures from the Federal Statistics
Office showed on Tuesday.

Prices at the factory gate fell
0.7% in March from February, and
dropped 0.5% from March 2008, it
said. The annual fall is the largest
since a 1.1% decline in September
2002, the statistics office added.

ECONOMY & POLITICS

Brighter outlook
ZEW indicator of economic 
sentiment in Germany

Source: ZEW
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By Takashi Nakamichi

TOKYO—Japan is considering a
sharp downgrade in its economic
forecast to a 3% contraction for this
fiscal year, a person familiar with
the matter said, as the government
braces for a lingering recession.

The government in December pre-
dicted zero growth in the year end-
ing March 2010. A 3% contraction
would be the sharpest retrenchment
on record, exceeding the 1.5% shrink-
age in the year ended March 1999, ac-
cording to the Cabinet Office.

Asia’s largest economy has been
pounded by a global slowdown that
has weighed on its exports. The fall-
ing exports have prompted compa-
nies to put the brakes on produc-
tion, leading to layoffs and damag-
ing consumer sentiment.

Japan’s economy contracted an
inflation-adjusted annualized 12.1%
in the October-December period,
worse than the U.S. or the European
Union. Analysts expect a similarly
weak performance in the quarter
ended March.

Several economic indicators
have recently shown signs of im-
provement, but few economists see
a quick, dramatic recovery ahead.

Worries about Japan’s deterio-

rating fiscal health may also grow if
the government goes ahead with the
forecast change. Lower growth esti-
mates could lead it to later cut its
forecast tax revenue for this fiscal
year, now pegged at 46.1 trillion yen
($471.2 billion), and then sell addi-
tional bonds to raise money to fill
the hole.

Japan’s deficit is already widen-
ing as Prime Minister Taro Aso’s Cabi-
net pushes ahead with stimulus
steps, putting its fiscal reform goals
on hold for now. The government in-
tends to issue 10.82 trillion yen of ad-
ditional bonds to fund the stimulus
package announced this month, Econ-
omy and Finance Minister Kaoru
Yosano said Tuesday. The bond float
would bring the government’s
planned total bond issuance in fiscal
2009 to a record 44.1 trillion yen.

Mr. Yosano released the outline
of the supplementary budget to fund
the stimulus, which contains 15.4 tril-
lion yen in fresh spending and tax
cuts and is aimed at lifting Japan’s
gross domestic product by two per-
centage points in fiscal 2009.

Revenue from the planned secu-
rity sale will cover more than two-
thirds of the stimulus package. The
rest will be financed mostly by the
government’s reserves.

By Joel Sherwood

STOCKHOLM—Sweden’s central
bank Tuesday halved its key interest
rate to 0.5%, its lowest level yet, and
left the door open for further eas-
ing, as the global crisis continues to
weigh on the country’s economy.

“The deterioration in global eco-

nomic activity has hit Sweden
hard,” the bank said in a statement.

The central bank said increasing
money supply through purchases of
government and mortgage bonds
were an option if the outlook contin-
ued to darken. The bank forecast
that rates would remain “at a low
level” until the beginning of 2011.

Sweden halves key rate to 0.5%

By Joe Parkinson

LONDON—U.K. retail prices in
March fell by 0.4% from the previous
year—their first drop in nearly a
half century—fueling deflation
fears.

But March consumer prices con-
tinued to climb, rising 0.2% from
February and 2.9% from a year ear-
lier — both slightly faster than econ-
omists had expected.

The data came ahead of a critical
U.K. budget statement that will lay
out the tattered state of govern-
ment finances.

The year-on-year drop in the
March retail-price index, the broad-
est measure of price pressures,
marks the lowest year-on-year
rate since March 1960. Compared
with February, the retail-price in-
dex was flat. The drops were less
than a 0.4% monthly fall and 0.5%
annual decline economists had ex-
pected.

The fall spells more bad news for
Prime Minister Gordon Brown’s gov-
ernment ahead of Wednesday’s bud-
get statement. Treasury Chief
Alistair Darling is expected to say
during that statement Wednesday
the U.K. economy will contract by
3% to 3.5% this year.

Announcing a £2 billion ($2.91
billion) package to help unemployed
people back to work, Mr. Darling
plans to say that government mea-
sures and interest-rate cuts have al-
ready protected 500,000 jobs, a per-
son familiar with the matter said.

Mr. Darling will say the U.K. will
never to return to the days when a
“whole generation were abandoned
to a future on the scrap heap,” this
person said.

Falls in prices have already oc-
curred in several major economies.
The U.S. consumer price index last
week turned negative for the first
time since 1955, while similar mea-

sures have sunk below zero in Ja-
pan, Ireland, Portugal, Spain and
Switzerland.

“U.K. inflation is still set to drop
a lot further and the threat of a
broader bout of deflation has not
yet evaporated,” Capital Economics
said in a research note.

The higher-than-expected CPI
data could prove troubling to the
Bank of England, which has aggres-
sively used monetary policy to com-
bat the downturn.

Meanwhile, the Bank of England
said U.K. corporate lending condi-
tions have tightened since the start
of the year, but lenders expect the
availability of credit to businesses
to rise in the second quarter.

However, lenders expect de-
mand for secured and unsecured
credit to remain weak in the com-
ing months, the BOE said in a new
report on lending in the recession-
hit economy.

There are signs the U.K. down-
turn is easing, but risks remain, said
Bank of England Monetary Policy
Committee member Andrew Sen-
tance. The May Inflation Report will
provide the MPC with an opportu-
nity to reassess conditions, and will
inform the next monetary policy de-
cision, Mr. Sentance said.

“Our February central projection
suggested that the pace of the down-
turn would ease in the current quar-
ter, with the economy bottoming
out over the summer” and more sig-
nificant growth through 2010, Mr.
Sentance said.

“Though there are still a lot of
risks, the economic data since Febru-
ary has been broadly consistent
with this projection,” he said, add-
ing that some business survey data
were more positive and that there
are tentative signs of a pickup in
housing-market activity.
 —Alistair MacDonald

contributed to this article
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Bank chief says Australia is in recession
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Asia carry trade picks up
Rupiah, peso, rupee
are in line to benefit
as some chase yields

FUND SCORECARD
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By V. Phani Kumar

And Rosalind Mathieson

Asian markets fell sharply Tues-
day, with financial stocks such as
HSBC Holdings and Shinsei Bank
suffering steep declines on worries

about bad loans.
Japanese stocks

were also weighed
down as a stronger
yen hurt exporters,

while Hong Kong shares were
dragged lower by market heavy-
weight China Mobile a day after it
announced quarterly earnings.

The Nikkei Stock Average of 225
companies finished 2.4% lower at
8711.33 in Tokyo, and Hong Kong’s
Hang Seng Index shed 3% to finish at
15285.89. Australia’s S&P/ASX 200
dropped 2.4% to 3677.40.

“In Asian markets as much as in
the U.S. market, there are a lot of un-
collectible loans people are con-
cerned about,” said Lucinda Chan, a
division director with Macquarie Re-
search. “Things have improved [for
U.S. banks], but it’s still not what
you’d expect. The sustainability of
earnings is what’s concerning the

markets.”
Westpac Banking fell 2.6% in Syd-

ney, while Shinsei Bank lost 4.1%
and Mitsubishi UFJ Financial
Group shed 1% in Tokyo. KB Finan-
cial Group gave up 3.1% in Seoul, and
ICICI Bank slid 6.5% in Mumbai. In
Hong Kong, HSBC tumbled 5.1%.

Brokerage and insurance stocks
also ended lower on concerns about
appraisal losses, with Nomura Hold-
ings off 3.7% and Sompo Japan In-
surance down 4.1% in Tokyo. Ping
An Insurance (Group) Co. of China
dropped 2.8% in Hong Kong and
2.4% in Shanghai.

In Tokyo, exporter stocks fell,
with Toyota Motor ending down
3.9% and Canon sliding 4.4%.

In Hong Kong, China Mobile tum-
bled 5.1% after it warned of slowing
subscriber growth Monday, al-
though it posted a 5.2% increase in
first-quarter net profit.

Property stocks fell after large
gains Monday and after data
showed Hong Kong’s unemploy-
ment rate rose to a three-year high
in the first quarter, with Hang Lung
Properties down 4.6% and Sun
Hung Kai Properties losing 4%.

By David Roman

SINGAPORE—An improved out-
look for emerging economies and in-
creased stability in nations with
high-yielding currencies have inves-
tors wading back into carry-trade
waters.

The currencies of economies
with high interest rates are the most
likely beneficiaries, according to
Standard Chartered Bank. The Indo-
nesian rupiah, the Indian rupee and
the Philippine peso all could rise as
as a result.

This strategy, which involves bor-
rowing low-yielding currencies like
the yen to buy assets in currencies
with higher interest rates, fell out of
fashion when financial markets
went into a tailspin last year.

Now, concern that the U.S’s. and
Japan’s aggressive easings of mone-
tary policy will result in a glut of dol-
lars and yen, causing emerging-mar-
ket currencies to appreciate against
them, is adding to interest in those
currencies. A less dismal outlook for
Asia’s emerging markets and com-
modity-producing currencies is
helping as well.

The carry trade isn’t a strategy
for the faint of heart: A spike in the
yen and a rout in regional currencies
as stock markets plunged this week
on renewed worries about the
health of U.S. banks underscore the
peril. The strategy remains tied to in-
vestors’ risk appetite and may fade,
at least for a while, if market volatil-
ity picks up again, said Thomas
Harr, a currency strategist at Stan-
dard Chartered.

But, for now, a growing number
of investors are putting on carry
trades.

“Risk appetite is still in positive
territory, according to our calcula-
tion, so the carry trade is again rele-
vant,” Mr. Harr said.

Standard Chartered in a recent
report highlighted Indonesia as the
top target for carry trades in Asia.
The central bank’s benchmark inter-
est rate, at 7.5%, is the highest
among the region’s key economies.

The rupiah has been one of Asia’s
top-performing currencies against
the dollar so far this year, gaining
1.3% on strong demand for Indone-
sia’s high-yielding bonds and on
signs of growing political stability.
Opinion polls indicate reformist
President Susilo Bambang Yudhoy-
ono will likely be re-elected in July—
removing political uncertainty from
the picture.

Standard Chartered expects the
rupiah to rise nearly 11% by the end
of the year, with the dollar falling to
9,800 rupiah. It was at 10,718 rupiah

late on Monday in New York.
In contrast, the bank is less bull-

ish on currencies not supported by
interest-rate spreads. It tips a
roughly 1% fall in the low-yielding
New Taiwan dollar, for example,
forecasting the US dollar will rise to
NT$34.300. It was at NT$33.83 on
Monday.

The peso, down 2.1% so far this
year against the dollar, is likely to re-
bound 7.8% by the end of December,
says Standard Chartered. The bank
predicts the rupee, off 3.7% year to
date, will climb back 4.8%.

The rupiah, the rupee and the
peso may all be favored for their
yield advantages over the Japanese
and U.S. currencies. India’s bench-
mark interest rate, cut by a quarter
of a percentage point Tuesday, is
4.75%, while the main Philippine pol-
icy rate is 4.5%. In Japan, the central
bank is pinning overnight rates at
just 0.10%, while the U.S. Federal Re-
serve targets a band of 0% to 0.25%.

But there are reasons for caution
about simply trying to lock in these
spreads.

Sean Callow, a strategist with
Westpac Banking Corp., said the
carry trade in exotic Asian curren-
cies faces dangers due to volatility,
which is typically higher than in the
Australian and New Zealand dollars,
which were the preferred invest-
ment targets for carry trades in re-
cent years.

In the second half of last year, the
rupee, the peso, the Australian dollar
and the New Zealand dollar all
plunged against the U.S. dollar, more
than wiping out any gains investors
had made from higher yields. As long
as volatility remains high and global
markets stay focused on grim eco-
nomic news, declines in these curren-
cies are a possibility.
 —Elffie Chew

contributed to this article.
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Climbing back
Performance of selected currencies 
against U.S. dollar
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By Enda Curran

SYDNEY—The Reserve Bank of
Australia said the nation has joined
other countries in recession, but the
long-term prospects for growth re-
main sound.

The statement by RBA Gov. Glenn
Stevens that Australia’s economy is
shrinking matches a similar mes-
sage from Prime Minister Kevin
Rudd and Treasurer Wayne Swan,
both of whom this week signaled
Australia is headed for its first reces-

sion since the early 1990s.
“Whether or not the next [gross

domestic product] statistic, due in
early June, shows another decline, I
think the reasonable person, look-
ing at all the information available
now, would come to the conclusion
that the Australian economy, too, is
in recession,” Mr. Stevens said.

Although slumping confidence
means business investment is likely
declining sharply, with reduced hir-
ing plans, he added, it’s unlikely that
the pace of contraction in Australia

will match that of other nations.
At the core of any domestic recov-

ery will be China, which is showing
tentative signs of a recovery, the gov-
ernor said. “Perhaps what commodi-
ties markets are telling us is that
some factors beneficial to Australia—
foremost the continued likely emer-
gence of China—remain in place,”
he said.

In an effort to spur growth, the
RBA has cut its key interest rate by
4.25 percentage points since Sep-
tember. 
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