
Turkey, Armenia break ice
By Marc Champion

YEREVAN, Armenia—Tur-
key and Armenia said they
agreed on a “road map” to re-
storing relations, shortly be-
fore U.S. President Barack
Obama is to make a closely
watched statement on the
1915 mass murder of Arme-
nians in the Ottoman Empire.

Better relations between
the two countries could help
stabilize a region increas-
ingly important as a transit
route for oil and gas supplies
from the Caspian Sea region
to the West.

The road map, worked out
in marathon talks with U.S.
and Swiss mediation that
lasted late into Wednesday
night, sets out a “sequence of
steps” that the historic foes
must take toward restoring
diplomatic relations and re-
opening their border, which
Turkey closed in 1993, accord-

ing to people familiar with
the matter.

The statement was a break-
through, these people said,

because for the first time
both sides have gone on the
record as saying they had
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Fiat SpA is in talks to buy a
stake in General Motors
Corp.’s European and Latin
American operations, people

familiar with the matter said,
as part of the Italian compa-
ny’s bold attempt to capital-
ize on troubles in the auto in-
dustry to transform itself
into one of its biggest play-
ers.

A deal with GM would sig-

nificantly strengthen Fiat’s
presence in markets
it already serves.
But any alliance with
GM remains in limbo
until Fiat resolves
drawn-out negotia-
tions to take a 20%
stake in Chrysler
LLC—a move that
would allow Fiat to
penetrate the U.S.
market for the first
time since the early
1980s.

The U.S. Trea-
sury wants Fiat to reach a
deal with Chrysler before pur-

suing any accord with rival
GM, according to a
person close to the
talks in the U.S. The
discussions have
been held up be-
cause of a standoff
between Chrysler’s
main creditors and
the U.S. government.

Late Thursday or
Friday in the U.S.,
Chrysler’s lenders
were expected to
launch a counterof-
fer to a government

proposal on debt conces-
sions, this person said.

Negotiations over the
auto maker’s fate are ex-
pected to drag out among
Chrysler, Fiat and the United
Auto Workers union over the
weekend, this person added,
and could come perilously
close to the April 30 deadline
set by the U.S. Treasury,
which has given emergency
loans to both Chrysler and
GM.

By negotiating with the
two Detroit car companies at
once, Fiat Chief Executive Ser-
gio Marchionne is making a
big double bet. Mr. Marchio-
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Fiat sets its sights on GM
Italian car maker could take stake in European, Latin American operations

GRIM AFTERMATH: A woman reacts to an attack on Shiites. Military officials, meanwhile, arrested the leader of an insurgent group. Page 2.
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DJIA 7957.06 +0.89
Nasdaq 1652.21 +0.37
DJ Stoxx 600 191.49 -0.46
FTSE 100 4018.23 -0.31
DAX 4538.21 -1.22
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Armenian President Serzh Sargsyan after a meeting at the
European Union in Brussels in November.

Sergio
Marchionne

By Charles Forelle

And Joel Sherwood

On Saturday, Icelanders
are likely to do something
they haven’t done in more
than two decades: Vote a left-
wing government into power.

The new government will
face the enormous task of
cleaning up the wreckage of
the country’s collapsed finan-
cial system. It will also need
to resolve internal divides
over a touchstone issue:
whether Iceland—long proud
of its go-it-alone spirit—
should join the European
Union.

The parliamentary elec-
tions are the North Atlantic
nation’s first since the credit
crunch in October felled its en-
tire banking system, turning
Iceland from a prosperous
and happy Nordic country
riding high on the riches of fi-
nance to a land of swelling un-
employment and economic
gloom.

Icelandic politics since
1991 has been dominated by
the Independence Party, a
right-leaning party with a
free-market bent influenced
by Margaret Thatcher and
Ronald Reagan. Under long-
time Independence Party
Prime Minister David Odds-
son, Iceland privatized
swathes of state-owned busi-
nesses, remaking a sclerotic
economy and spurring huge
growth.

The privatization spree in-
cluded the state-owned
banks, which under private
owners grew massively by
borrowing and lending over-
seas—delivering wealth and
jobs back home. All that came
apart when the credit crunch
cut off funding, a fatal blow be-
cause the tiny Icelandic gov-
ernment didn’t have the
means to bail out the banks.

The bank collapse shat-
tered the standing of the Inde-
pendence Party. Its leader,
Geir Haarde, resigned as
prime minister, and Mr. Odds-
son, who had moved to be-
come the head of the central
bank, was forced out of that
post.

Many observers—and
opinion polls—predict the
left-leaning Social Demo-
cratic Alliance will garner the
most votes Saturday, taking
about a third of the seats in
parliament. The Left-Green
Movement, further to the left,
is polling roughly the same as
the Independence Party.
Party leaders have said the So-
cial Democrats and the Left-
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Election
will move
Iceland
to the left

Berlin’s fall
The German economy is
hit hardest by the crisis.
Review & Outlook. Page 14

Berlin’s big year

A cultural agenda of fests
20 years after Wall’s fall
Weekend Journal, page W8
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Suicide bombers kill more than 70 Iraqis

News in Depth: New unrest on U.S. campuses as donors rebel
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Credit Suisse swung to a
profit, helped by fixed-in-
come trading, while Barclays
indicated it had a stronger
first quarter, providing fresh
evidence of a recovery in the
banking industry. Page 4

n The euro zone’s economy
likely fell into its deepest con-
traction in the first quarter,
as unemployment soared in
member nations. Page 10

n The U.K.’s borrowing plans
are a cause for concern among
investors, who worry the coun-
try is too optimistic. Page 19

n A late rally left U.S. stocks
higher after a day of hesi-
tant trade. European shares
fell despite a large gain for
Credit Suisse. Page 20

n GM will temporarily idle
13 North American factories,
cutting output by 190,000
vehicles as it races to shrink
bloated inventories. Page 7

n ConocoPhillips’s profit fell
80% in the first quarter as
oil prices declined. Page 4

n A PCCW management-
led effort to take the com-
pany private has been
dropped, a victory for Hong
Kong regulators. Page 24

n Gazprom Neft plans to
buy a stake in Russian oil
firm Sibir Energy, trumping a
bid by TNK-BP announced
just a day earlier. Page 5

n Jacob Zuma is poised to
become South Africa’s next
president, with early results
showing a decisive victory
for the ANC. Page 2

n A mayoral election in So-
chi is emerging as a key test
of Medvedev’s promises to
relax the Kremlin’s tight grip
on Russian politics. Page 3

n Donors pledged over $250
million to help Somalia’s gov-
ernment extend its authority
in the pirate haven. Page 11

n Deutsche Börse and NYSE
have resumed talks, but a
deal isn’t likely. Page 19

n U.S. homes sales continued
to slide and firms kept shed-
ding jobs in March. Page 32

n Russia will cut rates, in a
sign of cautious confidence
in the ruble and slowing infla-
tion. Putin had demanded
cheaper borrowing. Page 21

n Pakistan sent a small para-
military force to a district
seized by the Taliban near
the capital, highlighting its
paucity of options. Page 9

n Novartis posted a 15% drop
in first-quarter profit. Page 5
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Officials at the Bank of
England are haunted by a
nightmare scenario: a loss
of overseas investor confi-
dence that leaves the gov-
ernment unable to sell
bonds and triggers a col-
lapse in sterling. That
would pave the way for a
showdown between an inde-
pendent central bank deter-
mined to preserve the credi-
bility of its inflation target
and a desperate government
demanding the BOE print
money to pay its debt.

Wednesday’s reckless
budget brought that sce-
nario a step closer. The gov-
ernment’s plan to borrow
12.6% of gross domestic
product this year and £700
billion ($1.013 trillion) over
the next five years makes
the BOE’s task harder.
Higher borrowing costs
seem inevitable, making it
less likely the BOE can avoid
undershooting its inflation
target without a risky expan-
sion of quantitative easing.

True, the government
doesn’t seem to face any im-
minent problems in selling
gilts. Despite projected
bond sales of £220 billion
this year—four and a half
times the average annual is-

suance of the prior 10 years—
the Debt Management Of-
fice can rely on strong de-
mand from several sources,
not least the BOE itself,
which will mop up at least
£75 billion of gilts in the sec-
ondary market. U.K. banks,
moreover, will soon be
forced to buy billions of
pounds of gilts under the Fi-
nancial Services Authority’s
new liquidity rules.

Even so, there are two as-
pects of the DMO’s issuance
program that should worry
investors. First is the £74 bil-
lion of issuance maturing in
the next seven years. That

raises the prospect of signifi-
cant medium-term refinanc-
ing risk. Last year’s issuance
added £55 billion to debt ma-
turing between 2011 and
2015, a period in which the
government will be borrow-
ing more than 5% of GDP
and the BOE may be trying
to unload the gilts it buys
this year as part of its quan-
tiative easing.

The lion’s share of the in-
creased issuance will be me-
dium-dated gilts maturing
in seven to 15 years. The
DMO plans to double issu-
ance at these maturities to
£70 billion. Sure, the DMO
needs to access the most liq-
uid part of the market, but
the BOE would like the DMO
to be issuing more long-
dated gilts, even if that im-
plies a higher short-term in-
terest costs. Instead, the
DMO risks undermining
quantitative easing. Ten-
year gilt yields have risen to
3.54%, reversing nearly all
the drop in yields since that
easing began.

Of course, the BOE can
always print more money.
But a big expansion in quan-
titative easing, already huge
at 5% of GDP, carries risks.
It stores up trouble for the

future by increasing bank-
sector reserves that will
need to be mopped up be-
fore they trigger an infla-
tionary surge and adding by
to the BOE’s stock of gilts
that will one day need to be
sold. More important, it
would fuel suspicions that
the BOE is simply monetiz-
ing the government’s debt,
further undermining the
U.K.’s credibility—and poten-
tially precipitating the
BOE’s nightmare scenario.

That leaves the BOE in an
invidious position. Its credi-
bility is all that stands be-
tween the U.K. and a full-
blown financial crisis. Yet
thanks to the government’s
refusal to spell out a credible
plan to reduce government
borrowing, the BOE finds it-
self at the mercy of foreign
investors, who by the end of
last year held 35% of gilts. It
wouldn’t take much—a fur-
ther collapse in the public
finances, another bank bail-
out or signs of a surge in in-
flation—to undermine ster-
ling and prompt the show-
down the BOE fears. The gov-
ernment could yet be forced
to deliver a proper budget
before the year is out.

 —Simon Nixon and
Richard Barley

A very taxing problem
Would the last high-

earner to leave the City of
London please turn out the
lights? The U.K. govern-
ment’s plan for a 50% top
rate of income tax for those
earning more than £150,000
($217,000) has prompted
predictions of an exodus of
highfliers to more welcom-
ing jurisdictions. These
threats have been made be-
fore and are unlikely to
rouse much sympathy. This
time, the threat may be
more real.

After Wednesday’s bud-
get, the U.K. will be the sec-
ond most expensive country
after Italy in the G-20 to
earn a living, according to
PricewaterhouseCoopers.
The U.K. now has higher per-
sonal taxes than the U.S.,
Germany and France. For a
financial center that partly
owes its success to its sta-
tus as a low-tax jurisdiction,
that’s a problem. The Centre
for Economics and Business
Research, a think tank, esti-
mates 25,000 top-rate tax-
payers will quit the U.K. for
the likes of Switzerland.

That may not sound like
many in a City work force of
300,000. That forecast also
supposes other countries
aren’t similarly forced to

raise tax rates as a result of
the financial crisis.

The U.K. will also remain
attractive to rich foreigners.
Non-domicile rules mean they
pay tax only on their U.K. in-
come rather than world-wide
earnings, for the first seven
years of U.K. residence.

But the real threat to
London and to the wider
public finances, which need
a City revival to boost tax
revenues, is people without
big world-wide income dis-
couraged from working in
the U.K. In the context of a
financial sector that is
shrinking anyway because
of the financial crisis, this
could be significant. Bank-
ers that might once have
based themselves in London
may now stay at home,
closer to clients.

London still has advan-
tages: language, geography,
culture and entertainment,
a strong legal system and a
regulatory system that, de-
spite recent failures, is
likely to remain welcoming
to financial business. The
snag is, a financial center in
which people can’t hang on
to their money is no finan-
cial center at all.
 —Sean Walters

and Simon Nixon

Dubai’s quick payouts reassure, for now
Some indebted firms
run by the state
get financial help

U.S. existing-home sales fall again; job cuts mount

Nightmares at Bank of England

By Chip Cummins

And Margaret Coker

DUBAI—Two months after re-
ceiving a $10 billion lifeline, Dubai’s
government says it has disbursed
more than half that money to in-
debted companies, allowing them to
pay off bills and refinance debt.

The quick payouts have provided
breathing room for a handful of gov-
ernment-controlled companies.
Dubai also has recently stepped in to
fill funding gaps for certain Dubai en-
tities that were unable to refinance
or pay off debt on their own.

This has reassured markets that
Dubai—for the time being—can sup-
port its overstretched companies.
The cost of insuring Dubai-related
debt against default soared earlier
this year but has fallen back again.

The city-state, however, is still
straining under a big short-term
debt load. Dubai’s real-estate mar-
ket has plummeted, and prospects
are dim this year for the city’s tour-
ism, transportation and financial
sectors. That means persuading in-
vestors to lend more—or seeking
more federal funds—is key to stav-
ing off a hard landing.

Dubai and its corporate entities
have nearly $19 billion of debt com-
ing due this year and next, according
to investment bankEFG-Hermes.Un-
like many Mideast neighbors, Dubai
doesn’t have much oil and has fi-
nanced its growth by borrowing.

Dubai officials say they won’t cut

back on its ambitious infrastructure-
building boom. The city-state an-
nounced at the start of the year a
42% boost in government spending,
saying it would risk a deficit and bor-
row to fund it, if need be.

In February, Dubai announced a
$20 billion bond program. The
United Arab Emirates’ central bank
immediately bought up the first
tranche of $10 billion. Dubai is one
of seven emirates that make up the
U.A.E., so the move was essentially a
federal bailout.

Dubai officials have said the pro-
ceeds of that federal borrowing will
go to meet debt obligations—both
overseas and at home—of its corpo-
rate entities. Falling property sales
for big developers has translated
into unpaid bills owed to contrac-
tors and subcontractors.

Nasser Al Shaikh, Dubai’s direc-
tor of finance, told a local radio sta-
tion this week that a little more than
half of the first $10 billion has al-
ready been distributed to compa-
nies, and Dubai will probably offer

the next $10 billion in bonds by
year’s end.

It is unclear if the federal govern-
ment will pony up for the bulk of
those new bonds. In an interview
with The Wall Street Journal, Mr. Al

Shaikh said international investors
have shown new interest in lending.
The Industrial & Commercial Bank
of China took part in a big refinanc-
ing earlier this month for Dubai’s air-
port authority.

“We’re even seeing more money
coming in from other markets that
haven’t been there before,” he said.
“Pockets of liquidity more and more”
are coming from the East, he said.

Despite the optimism, Dubai
debt remains a tough sell, since the
cost of insuring it against default is
still relatively high. That makes refi-
nancing in international markets ex-
pensive. Many big international
banks, drawn by the recent oil boom
to the Mideast and to Dubai in partic-
ular, are already sitting on big expo-
sure to the place.

As Dubai gears up to court inves-
tors again, ruler Sheikh Mohammed
bin Rashid Al Maktoum appears to
be relying on a new corps of lieuten-
ants to spearhead a restructuring of
government companies and get a
handle on their debt.

Mr.Al Shaikhisamong Dubai’sris-
ing stars. Another is Mohammed Al
Shaibani, chief executive of the In-
vestment Corporation of Dubai, a
holding company of many of Dubai’s
biggest corporate players.

Gilt trip
Percentage of gilts held
by overseas buyers,
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Looming debt
Dubai has paid down or refinanced some of its big debt load this year. 
But more payments loom this year and next, requiring either more 
borrowing or more federal assistance. 
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By Conor Dougherty

Homes sales continued their
slide and companies kept shedding
jobs in March, underscoring the
economy’s weakness in the first
quarter.

Still, the pace of economic de-
cline has slowed since the steep
drops at the end of last year and be-
ginning of this year. Home sales and
jobs data have exhibited an up-and-
down pattern that has given some

economists hope of a bottom to
come.

“It wasn’t necessarily more bad
news, but it certainly wasn’t better
news either,” said Adam York, an
economist at Wachovia.

Sales of existing homes declined
3% in March, to a seasonally adjusted
annual rate of 4.57 million units, and
the prior months’ sales were revised
downward, according to the Na-
tional Association of Realtors.

Housing inventory remains high,

and the market is still being driven
by distressed sales, such as foreclo-
sures, representing about half the ex-
isting-home sales in March. Both
high inventories and distressed
sales push down prices. The median
existing home price was $175,200,
down 12.4% from March 2008.

Separately, two indicators
showed that employers continue to
shed jobs, and that people without
jobs are having a difficult time find-
ing work. Claims for unemployment

insurance rose last week, and there
were more layoffs of 50 or more
workers in March than in February.

Initial claims for unemployment
insurance rose by 27,000 to 640,000
last week, returning much of the
gain they had made in the week-ear-
lier period, according to the Labor
Department. The number of people
drawing unemployment insurance
rose to about 6.1 million in the week
ended April 11, up from six million
the previous week.
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U.S. plans to curb proxy voting by brokers

By Sarah Childress

PRETORIA, South Africa—The
ruling African National Congress
is set to win overwhelmingly in
the national election held Wednes-
day, securing the two-thirds major-
ity it needs to govern unopposed.

Final results won’t be available
for a day or two. But by Thursday
evening, with more than half of
the voting districts
counted, the ANC had
won 67% of the vote. This
commanding lead over
the other 25 parties en-
sures that ANC leader, Ja-
cob Zuma, will be the na-
tion’s next president.

The main opposition
party, the Democratic Alli-
ance, drew only 16.6% of
the vote. The Congress of
the People received 8%,
an impressive figure for a
party begun late last year by
former ANC members.

Although the ANC has come un-
der criticism in recent years, its
victory underscores the deep affec-
tion many South Africans still
hold for the party that freed the na-
tion from apartheid.

It also displays the popularity
of Mr. Zuma, who despite legal
woes maintained a loyal following
among poor blacks who identified
with his humble background and
were drawn to his charismatic per-
sonality.

On Thursday, officials from the
various parties gathered in the
center set up by the Independent
Electoral Commission, the coun-
try’s official polling body, in the
capital, Pretoria. (The city
changed its name several years
ago to Tshwane.) National tallies
for each party appeared on a huge
digital screen, updating as dis-
tricts filed their counts.

The results are a setback for
the Democratic Alliance, which
campaigned on a platform urging
voters to “Stop Zuma,” and erode
the ANC’s majority. Helen Zille,
the DA leader, looked solemn as
the ANC tally ticked higher. “One
wants to prevent too much power
getting into two hands,” she said.

The DA’s lead will secure its
place as the official opposition in
parliament, giving it at least some
platform to express its criticism of
the ANC. Ms. Zille pledged to be a
“very strong opponent” of the rul-
ing party in parliament.

The Congress of the People
should also win some seats in par-
liament, allowing it to add its
voice to that of the DA.

The ANC had antici-
pated a decisive victory—
and will now be expected
to deliver. But Mr. Zuma,
speaking to reporters be-
fore the vote, promised to
use that power “responsi-
bly.” The ANC promised a
huge spending campaign
to improve infrastructure
and basic services, fight
crime and provide more
jobs. That would be a tall
order under any circum-

stances, but especially now that
South Africa’s growth has slowed
amid the global recession.

That isn’t lost on the ANC. It is
betting in part on the country’s
gold, uranium, platinum and dia-
mond mining sectors, which
haven’t suffered as much as other
commodities amid falling de-
mand, to help buoy the economy in
coming months. “We know our peo-
ple have great expectations,” Mr.
Zuma said earlier this week. “They
wil expect faster action and visible
change.”

Iraq blasts target Shiites
A high-profile arrest
comes as dozens die
in suicide bombings

ANC poised for victory
in South Africa election

INDEX TO PEOPLE

Vestas set up a representative
office in Beijing in 1999. A Market-
place article Wednesday incor-
rectly said Vestas entered China in
2005.

The International Monetary
Fund estimates that 2% of Japan’s
financial sector’s total loans and
securities outstanding will be writ-
ten down from 2007-2010. A
graphic accompanying a page-one
article Wednesday incorrectly
gave Japan’s write-down percent-
age as 7%.

Jacob Zuma
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By Charles Levinson

BAGHDAD—Two suicide bomb-
ers killed more than 70 people Thurs-
day in a pair of attacks targeting Shi-
ites, the latest sign that insurgents
are ramping up violence in Iraq as
the U.S. begins withdrawing troops.

Iraqi military officials, mean-
while, said they arrested Abu Omar
al-Baghdadi, leader of the Islamic
State of Iraq, an insurgent umbrella
organization that includes al Qaeda
in Iraq, during a raid on a home in
eastern Baghdad. Iraqi officials
twice before claimed to have killed
or captured Mr. al-Baghdadi but the
reports have proved false.

Violence levels in Iraq remain
near postwar lows, well below the
conflict’s darkest days in 2006 and
2007, but in the past month the
trend has ticked upward, with high-
profile, well-coordinated bomb-
ings that have left almost 150 Ira-
qis dead. On Wednesday, a road-
side bomb in Baghdad killed a U.S.
soldier, the twelfth one to die so

far this month.
According to an Iraqi govern-

ment tally published by the Associ-
ated Press on Thursday, 87,215 Iraqi
citizens have been killed in violence
since 2005. There aren’t authorita-
tive statistics for 2003 or 2004, ac-
cording to the AP; a number of
groups estimate more than 110,000
Iraqis have died in violence since
the 2003 U.S.-led invasion.

U.S. and Iraqi officers say the up-
swing is due to insurgents trying to
step up attacks to challenge Iraqi se-
curity forces as the U.S. shutters
bases and pulls out of Iraqi cities
ahead of a June 30 deadline. The
moves are part of a 2008 pact, and
the first step in a drawdown that
will see all fighting troops out by the
middle of next year.

“The next months are going to be
a test for the Iraqi forces and the en-
emy is going to make their play as
the U.S. withdraws from the cities,”
said Iraqi National Police Brig. Gen.
Faisal Mohsen.

Both of Thursday’s attacks tar-
geted Shiites, as have many recent
bombings, raising the specter of re-
newed sectarian tension just as
Prime Minister Nouri al-Maliki tries
to step up reconciliation efforts by
reaching out to former Baathists
and other disaffected Sunnis.

In one attack, in Baghdad’s Kar-
rada district, near a square filled
with popular lunch spots, a suicide
bomber killed at least 31 people, and
wounded more than 50 when he
blew himself up in a crowd of Iraqis
who had gathered around police of-
ficers doling out food a little after 1
p.m., according to a spokesman for
the Iraqi military in Baghdad.

Forty minutes earlier, near the
town of Muqdadiyah in restive Diy-
ala province northeast of Baghdad,
another suicide bomber struck a res-
taurant filled with Iranian pilgrims,
killing 47 and wounding 69, accord-
ing to a spokesman for the U.S. mili-
tary, Maj. Derrick Cheng.

Amid the bloodshed, Iraqi offi-
cials were buoyed by the capture of
Mr. al-Baghdadi, who last month re-
leased a 17-minute audio message
calling the U.S. withdrawal from
Iraq a “recognition of defeat.”

Mr. al-Baghdadi emerged as an
important but shadowy insurgency
figure in Iraq when he was declared
the leader of the Islamic State in
Iraq after its founding in 2006. In
2007, the U.S. military declared Mr.
al-Baghdadi was a fictitious charac-
ter, played by an actor in videos and
created by al Qaeda’s foreign lead-
ers to give an Iraqi face to the move-
ment.

By Kara Scannell

And Dan Fitzpatrick

The U.S. Securities and Exchange
Commission plans to toss out a de-
cades-long practice and block brokers
from voting on their clients’ behalf in
uncontested director elections, peo-
ple familiar with the matter said.

The change—sought for years by
shareholder activists—could be an-
nounced as early as next week but
wouldn’t take effect until next Janu-
ary, these people said.

The issue is taking center stage at
next week’s Bank of America Corp.
proxy vote. Chief Executive Ken Lewis
is up for re-election to the bank’s
board and several large investors said
they would vote against him.

Change to Win, a coalition of la-
bor unions, has asked the SEC to
move more quickly in time for the
Bank of America vote. Under an anal-
ysis by Change to Win, 22% of votes
at Bank of America director elec-
tions are “broker votes.” If those
votes are all cast in favor of Mr.
Lewis, he would need only 36% of
the rest of the votes to win a major-
ity, according to the analysis.

Michael Garland, director of
value strategies for CtW Investment
Group, has called for Mr. Lewis’s
ouster. “Ken Lewis and other direc-
tors may only be elected as a result
of the broker vote. They would be re-
seated legally but illegitimately,”
Mr. Garland said.

Bank of America declined to com-
ment.

Under current rules, investors
must instruct their brokers on how
to vote at least 10 days before the
vote. If there are no instructions,
brokers are entitled to vote however
they wish. Generally brokers vote
for management, under the theory
that a shareholder who opposed the
company’s position would have is-
sued instructions to vote that way.
In the U.S., about 80% of investors’
stocks are held in brokerage ac-
counts.

Until now, uncontested director
elections have been considered rou-
tine items. The SEC rule change is ex-
pcted to say that director elections
are no longer routine items and bro-
kers can’t vote the stock either way
without shareholder instructions.
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Turkey, Armenia set ‘road map’ accord

Fiat targets GM’s European, Latin American operations
FROM PAGE ONE
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Fiat said demand for cars is expected
to improve throughout 2009.

agreed to a framework for reconcili-
ation. No time frame has yet been
agreed.

In an interview with The Wall
Street Journal shortly before the
joint statement, Armenian Presi-
dent Serzh Sargsyan said if Turkey
hasn’t opened the border by Octo-
ber, he won’t continue the so-called
soccer diplomacy that has furthered
the talks. He also said that a precon-
dition Turkish leaders have set for a
deal in recent weeks—that Armenia
must first resolve a 20-year-old ter-
ritorial dispute with Azerbaijan—
was “not acceptable.” Wednesday
night’s joint statement didn’t men-
tion the dispute, but analysts and
diplomats said it remained an issue.

It isn’t clear yet what the “se-
quence of steps” is, and a spokesman
for the Armenian foreign ministry de-
clinedto give any details.However, an-
alysts and diplomats say that though
Wednesday’s statement didn’t men-
tion settlement of the territorial dis-
pute as a condition, some progress in
resolving it will probably be needed
before the border can open.

Turkey closed the border to pro-
test Armenia’s support of separat-
ists in Nagorno-Karabakh, an ethnic
Armenian enclave that broke with
Azerbaijan after a bloody war in the
early 1990s. By insisting that Arme-
nia and Azerbaijan first settle their
conflict over Karabakh, Turkish lead-
ers had damped earlier hopes in
Washington and Brussels that Eu-
rope’s only closed international bor-
der could soon open, stabilizing an
important energy transit route
through the Caucasus.

Turkish leaders also are anxious to
ensure that Mr. Obama doesn’t recog-
nize the 1915 massacre and deporta-
tion of as many as 1.5 million Arme-
niansas “genocide” when he makes an

annual statement on Armenia’s Re-
membrance Day on Friday. U.S. offi-
cialsdeclined to commenton thestate-
ment before it is made, but analysts
said Wednesday night’s announce-
ment should reduce pressure on Mr.
Obama to use the term genocide.

Turkey insists that the enor-
mous civilian Armenian death toll
during World War I was the result of
the chaos and necessities of war,
and not of a policy to eliminate eth-
nic Armenians.

For their part, Armenian offi-
cials were anxious to ensure that
Turkey said on the record that it has
agreed to a framework for reconcili-
ation before Mr. Obama’s state-
ment. Armenia worried that if he
were to use the word genocide, Tur-
key would simply deny it was in-
volved in any serious talks with Ar-
menia, and walk away.

Mr. Obama visited Turkey earlier
this month, signaling the impor-
tance the administration attaches
to the North Atlantic Treaty Organi-
zation member. Turkey, which has
taken on a growing role as a regional
player in the Caucasus and the Mid-
dle East, is an ally the U.S. needs as it
begins to withdraw troops from Iraq
and in the region as a whole. While
in Turkey, Mr. Obama said he hadn’t
changed his views on the Armenian
genocide, which he had said before
his election he would recognize. But
he also emphasized the importance
of Turkey’s talks with Armenia.

U.S. officials have been heavily in-
volved in the negotiation process.
Earlier this month, Mr. Obama called
Azeri President Ilham Aliyev to dis-
cuss it. This week, Vice President
Joe Biden talked by phone with Mr.
Sargsyan. The State Department’s
point man for the region, Matthew
Bryza, has spent five of the past six
weeks on the ground in the Cauca-

sus, trying to break the deadlock.
“It was great to see that agree-

ment,” State Department spokesman
Robert Wood said in Washington on
Thursday. “It just shows you that if
you work hard and you’re willing to
overcome some of the challenges of
your past and to reconcile, you can
reach these types of agreements.”

The latest talks started in Sep-
tember, in the wake of the war be-
tween Russia and Georgia, when
Turkish President Abdullah Gül vis-
ited Yerevan for a World Cup qualify-
ing match between the Turkish and
Armenian soccer teams. Mr. Sarg-
syan said he wouldn’t go to Turkey
for the second game in October if
the border wasn’t open or “on the
eve” of opening.

“I was not supposed to travel to
Turkey as a simple tourist or as a
football fan,” said Mr. Sargsyan,
who headed Nagorno-Karabakh’s
military effort during the war.
“What’s the sense in that?” Skip-
ping the match could be a blow to
the current soccer diplomacy.

Turkey has come under severe
pressure from its ally Azerbaijan,
which worries that with the border
reopened, Armenia will have less in-
centive to settle the Karabakh con-
flict. In recent weeks, Azeri leaders
have threatened to withdraw Tur-
key’s status as a favored customer
and main export route for Azer-
baijan’s oil and gas. Last week, Rus-
sian officials said Azeri state oil com-
pany Socar had agreed to set terms
in May to sell natural gas to Russia.

Last week, a day after Turkish
Prime Minister Recep Tayyip Er-
dogan drew the link between open-
ing the border and a settlement in
Karabakh, Mr. Sargsyan went to Teh-
ran to initial an agreement for con-
struction of a new $1.2 billion,
460-kilometer railway to connect

Armenia with Iran’s Persian Gulf.
Should the Turkish rail link remain
closed, that would give Armenia an
alternative freight route to its main
rail connection through Georgia.

Should the border reopen, Arme-
nia’s main crossing would be at
Akhurik, near Armenia’s second
city, Gyumri. The road leading to the
border post is mud-surfaced, with
potholes six meters in diameter. The
long barrels of artillery and fixed
tanks still point at Turkey from con-
crete bunkers.

During the Soviet era, 30 freight
trains a day crossed the border at
Akhurik, bringing bulk goods to and
from Turkey. Trains through Azer-
baijan and Russia brought cotton
from Central Asia to supply Gyumri’s
textile plants. By 1993, because of
conflicts in Azerbaijan and Georgia,
all three routes were blocked and
Gyumri’s factories—still recovering
from a 1988 earthquake that killed
25,000 people in the city—closed for
good, laying off thousands. Now, 70%
of all Armenian exports and imports

traverse a single route between Ar-
menia and Georgia’s Black Sea ports.

“We have a very small domestic
market,” says Samvel Balasanyan,
who founded local brewer Gyumri
Beer. “If the border opened we could
also sell to Eastern Turkey.” Adds
Mr. Balasanyan, “My grandfather
lost five of his seven brothers in the
genocide, but we need to talk to and
trade with our neighbors.”

Diplomats and Armenian busi-
nessmen haven’t given up; they note
that Turkey needs to open the bor-
der if it wants to join the European
Union. Though talks on a Karabakh
settlement have been deadlocked for
years, Mr. Sargsyan said he has seen
promising signals from Azerbaijan.

“Now is the time for a very seri-
ous exchange of possible develop-
ments and ways to advance to a reso-
lution” on Karabakh, said Mr. Sarg-
syan in the interview. He said he had
agreed with international media-
tors to hold talks with Azerbaijan’s
Mr. Aliyev when they meet at an EU
event in Prague early next month.

Continued from first page

Borderlines
Armenia and Turkey say they are close to a deal to reopen their border, 
but Armenia's backing for separatist Nagorno Karabakh remains a hurdle.
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nne made clear last year that he
wanted to boost Fiat’s capacity from
its current 2.2 million cars per year
to between 5.5 million and six mil-
lion cars. He sees both Chrysler and
GM’s European and Latin American
units as crucial to reaching that
goal.

The longer the talks with
Chrysler drag on, however, the
harder it might be to clinch a deal
with GM, said people close to GM.
GM also is looking to broaden the
parties it is negotiating with in rela-
tion to Opel, and is in discussions
with other strategic and financial
buyers.

Fiat and GM have been in talks
for months, and Mr. Marchionne
traveled to Berlin last week to speak
with the German government,
which is searching for investors in
GM’s German-based unit, Adam
Opel GmbH, a person familiar with
the talks said.

Any deal between Fiat and GM
would likely include Vauxhall,
G.M.’s U.K. arm, a century-old brand
that sells cars similar to Opel’s, an-
other person familiar with the mat-
ter said.

The discussions have somewhat
cooled recently, while Fiat scram-
bles to meet its deadline for a deal
with Chrysler. Fiat considers GM’s
assets complimentary to its pursuit
of a Chrysler stake because the Ital-
ian car maker will only truly propel
itself to the big leagues of the global
car market if it has a strong pres-
ence in the U.S., according to people
familiar with the matter.

During a conference call after
Fiat released first-quarter financial
results Thursday, Mr. Marchionne
said his priority was finalizing the
Chrysler deal.

“We’ve spent time in talks with
people from Chrysler and people at
the [U.S.] Treasury finalizing this
transaction, and we will continue to
do so until the April 30 drop-dead
date,” he said.

Asked whether he would be inter-
ested in picking up Chrysler assets
in the event that the smallest of De-
troit’s Big Three automakers had to
file for Chapter 11 bankruptcy, Mr.

Marchionne said Fiat was inter-
ested in Chrysler “in its totality.”

Fiat approached GM months ago
to propose a deal that would have
the two companies cooperating in
several markets, including Europe
and Latin America, where both auto
makers have significant operations,
according to several people briefed
on the matter. The deal, known inter-
nally as Project Phoenix at GM,
wouldn’t immediately include col-
laboration in the U.S. or Asia, accord-
ing to these people.

Asked about Opel during a con-
ference call Thursday with analysts,

Mr. Marchionne said: “I don’t have
anything to announce.” But he
added: “We’re open to dialogue, and
we have dialogue with a number of
auto companies around the world.”

Fiat is one of a few potential Opel
investors that have held detailed
talks with the German government
in recent weeks. Hesse state pre-
mier Roland Koch said Thursday
that auto-parts maker Magna Inter-
national Inc. of Canada was also
among those interested in Opel.

Separately, Fiat on Thursday
posted a first-quarter net loss as glo-
bal auto, construction-equipment

and truck sales slumped, but said it
expects to generate a full-year net
profit of about •Œ100 million ($130
million) as demand is set to recover.

“We expect an improvement in
the remainder of the year, as trading
conditions stabilize and improve for
most of our business,” Fiat said in a
statement, adding that the truck
and construction equipment busi-
nesses will show “signs of recovery
only visible in the fourth quarter.”

Fiat posted a quarterly net loss
of Œ410 million, compared with a net
profit of Œ405 million in the same pe-
riod a year earlier. The result was
worse than analysts’ expectations
for a net loss of Œ300 million.

Overall revenue for Fiat, which
includes truck maker Iveco and agri-
cultural machines producer CNH as
well as Fiat Powertrain Technolo-
gies and Magneti Marelli, was
Œ11.27 billion, down from Œ15.08 bil-
lion a year earlier.

Net debt rose just slightly to Œ6.6
billion from Œ5.9 billion at the end of
last year “due to rigorous working-
capital management and increased
discipline in capital expenditures,”
Fiat said. The closely watched debt
figure was in line with expectations.

Liquidity improved to Œ5.1 bil-
lion, from Œ3.9 billion, since the com-
pany finalized a Œ1 billion syndi-
cated credit facility and tapped the
U.S. asset-backed securities market
for Œ500 million.

Fiat’s shares closed at Œ7.41,
down 0.8%, in Milan.
 —Marcus Walker in Berlin

and Jennifer Clark in Milan
contributed to this article.
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In Sochi, local politics have turned national
Mayoral vote tests
Kremlin’s promise
to relax regional grip

LEADING THE NEWS

By Andrew Osborn

SOCHI, Russia—President
Dmitry Medvedev has called Sun-
day’s mayoral vote in this Soviet-era
resort a “genuine political battle”
that will enrich Russian democracy.

But on Sochi’s palm-lined
streets, there are no campaign post-
ers. The candidate from the ruling
pro-Kremlin party refuses to debate
opponents, and local media decline
to air political ads. The number of
contenders has shrunk to six from
26—a development that opposition
candidates allege is a result of a
dirty-tricks campaign.

As the global financial crisis con-
vulses Russia’s regions, this seem-
ingly parochial election 900 miles
south of Moscow is emerging as a
key test for Mr. Medvedev’s prom-
ises to relax the Kremlin’s tight grip
on politics.

Sochi, sandwiched between
snow-capped mountains and the
Black Sea, will host the Winter Olym-
pics in 2014, a project personally lob-
bied by then-President Vladimir Pu-
tin and backed by billions in govern-
ment money.

The last thing the Kremlin wants
is an off-message mayor. Mr. Putin
has warned Sochi’s 400,000 resi-
dents to beware candidates out to
“realize their own ambitions.” He
has also likened certain unnamed
candidates to “scum.”

Critics say that Olympic-related
corruption is rife and that planned
construction work will wreck the lo-
cal environment and turn the faded
low-rise resort into a concrete jungle.

Though Sochi’s mayor will play
only a supporting role in the Games,
several candidates say the Kremlin
wants a loyalistfrom the ruling United
Russia party. “It’s not an election—it’s
aswindle,”says Boris Nemtsov, a high-
profile candidate from the anti-Krem-
lin Solidarity movement.

A Kremlin official denies govern-
ment interference. “It’s not surpris-
ing that the United Russia party is
dominant,” he said. “It is in many
places.”

Since Mr. Putin abolished direct
elections for regional heads in favor
of an appointment system in 2004,
opponents say mayoral elections
like this one are the only chance to
challenge the Kremlin.

But while Mr. Nemtsov remains in
the race, 20 others do not. Some with-
drew voluntarily, while the local elec-
toralcommission disqualified others—
such as former Bolshoi Ballet balle-
rina Anastasia Volochkova—on a
technicality in how she filled out the
registration documents.

Opposition candidates say au-
thorities initially wanted to turn the
contest into a circus featuring an ar-
ray of unsuitable candidates that
would disgust the electorate and di-
lute their opponents’ support. They
changed their mind, opponents say,
when they realized that their own
United Russia candidate—career
civil servant Anatoly Pakhomov, who
was appointed Sochi’s acting mayor
in January—might be edged out too.
A spokesman for Mr. Pakhomov’s
party says these and other allega-
tions are “hysterical” and smears de-
signed to hide the fact that his oppo-
nents have no constructive ideas.
The local election commission has so
far raised no objections to the vote.

Billionaire businessman Alex-
ander Lebedev is the highest-profile
candidate to be removed from the
running, over an allegation that mi-
nors had contributed money to his
campaign. Mr. Lebedev has said he
was set up.

Mr. Lebedev’s supporters and
some of his opponents say he was
eliminated because he was a threat
to the Kremlin candidate. “He was
coming second,” says Artyom Artyo-
mov, Mr. Lebedev’s spokesman. “He
could have won.”

Opponents call the Kremlin can-
didate, Mr. Pakhomov, a phantom.
The spokesman for Mr. Pakhomov’s
party says he can’t reveal where Mr.
Pakhomov’s campaign headquar-
ters are. “We’re waging a war here,”
he says. “It wouldn’t make sense to
tell our adversaries where we are.”

He says the fact there’s scant evi-
dence an election is taking place is
unimportant. “If somebody wants
to vote, they’ll find a way of getting
information.”

Unlike his rivals though, Mr. Pa-
khomov can regularly be seen on lo-
cal TV, meeting selected groups of
voters. By contrast, mentions of the
Communist candidate Yuri Dzaga-
nia are accompanied by funereal mu-
sic.

“This is a very dirty election,”
Mr. Dzagania says.

Local journalists have poured
scorn on Mr. Nemtsov. A documen-
tary deriding his character that Mr.
Nemtsov calls an outrage has been
regularly aired. Local TV has also
broadcast what it says is a meeting
between Mr. Nemtsov and Korean
businessmen offering him cash to
give the Olympics to a Korean city in-
stead. Mr. Nemtsov’s aides say the
footage is a provocation and that
the dialogue—which is shown in sub-
titles—has been doctored.

Opponents say state employees
are being browbeaten into voting in
early polling for Mr. Pakhomov.

Lists have been drawn up keep-
ing tabs on who votes for whom,
says Nadezhda Nikiforova, a former
school director. “Any wrong word
and they’ll rip your head off.”

At the concrete headquarters of

the local United Russia party, stu-
dents allied with the pro-Kremlin
Young Guard movement seem split
on the vote’s fairness. One student,

Tamara, who declines to give her
surname, lists Mr. Pakhomov’s
achievements. But her friend, Irina,
who also withholds her surname,

says. “It’s a show. There’s no compe-
tition.” Tamara whispers to Irina to
“be quiet.” Later, both girls appear
on local TV mocking Mr. Nemtsov.

Anatoly 
Pakhomov

Boris 
Nemtsov

Yuri 
Dzagania

Vladimir 
Trukhanovsky

Anastasia 
Volochkova

The 62-year-old 
candidate from the 
Russian Communist 
party. An old-school 
socialist who rails 
against private capital 
and greed. A former 
aircraft engineer, he 
says the vote is a 
farce he’s obliged to 
take part in. 

The 49-year-old 
anti-Kremlin candidate 
and co-chairman of the 
opposition Solidarity 
Movement. A famously 
successful regional 
governor in the 1990s 
who rose to become 
deputy prime minister. 
He says the vote is 
being actively rigged 
with the help of the FSB 
secret service.

The 49-year-old front 
runner and 
Kremlin-backed 
candidate who’s already 
acting mayor of Sochi. A 
former Communist who 
embraced the ruling 
United Russia party, he 
has worked in the 
region as an official at 
different levels. He only 
appears on slavishly 
loyal local media and 
refuses public debate. 

The 55-year-old 
independent candidate 
who opponents accuse 
of being a Kremlin 
spoiler whose job is to 
take out Mr. Pakhomov’s 
rivals. A businessman, 
his complaints have 
resulted in two 
candidates being 
removed. The local 
election commission 
says it can’t supply his 
contact details. 

The 33-year-old prima 
ballerina and society 
lioness who used to be a 
regular at Moscow’s 
famous Bolshoi Theater. 
She dances frequently in 
Sochi and surprised 
many when she said she 
was running for mayor. 
The local election 
commission disqualified 
her for a small error in 
her registration papers.

Alexander 
Lebedev

The 49-year-old 
billionaire businessman 
and former KGB agent 
who owns London's 
daily Evening Standard 
newspaper. A local court 
struck Mr. Lebedev from 
the ballot on a spurious 
technicality. Mr. Lebedev 
says he was set up by 
Mr. Pakhomov's 
supporters and is 
appealing. 

A peculiarly Russian election
Voters go to the polls in the Russian town of Sochi this Sunday to choose a mayor. The field has been narrowed from 26 to 6 amid allegations of Kremlin pressure.

Source: Candidate campaign material and interviews                  Photos: Kommersant (Dzagania, Pakhomov, Trukhanovsky); Associated Press (Nemtsov, Volochkova, Lebedev)
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A pedestrian walks past campaign posters outside Green Party headquarters in
Reykjavik on Thursday. Icelanders go to the polls in parliamentary elections Saturday.

Iceland voters look leftward
Greens would seek to form a coali-
tion government; the two parties
have been in coalition on an interim
basis since Mr. Haarde stepped
down in February. The current in-
terim prime minister, Jóhanna Sig-
urdardóttir of the Social Demo-
crats, is widely expected to retain
that role.

“The problem of the Indepen-
dence Party is that they’ve been in
government since 1991,” says Gun-
nar Helgi Kristinsson, a political-sci-
ence professor at the University of
Iceland. “To escape some kind of re-
sponsibility for the crash in October
is very difficult. They’ve been there
the whole time. Their policies have
been followed.”

Mr. Kristinsson said the new gov-
ernment will likely raise taxes on
the wealthy—undoing Indepen-
dence Party changes—and be forced
to make public-sector cutbacks,
probably by lowering wages instead
of laying off state workers. At 7.1% in
the first quarter, unemployment is
already high by Icelandic standards.

The possible coalition is split on
the EU, which the Independence
Party has long opposed. The Left-
Greens, who tend to view the EU as a
manifestation of globalization, are
opposed to membership. The Social
Democrats strongly favor it.

Complicating matters is the ques-
tion of fish. With the collapse of
banking, fishing is again rising in rel-
ative importance to Iceland’s econ-
omy. Joining the EU would mean
signing up to the bloc’s common fish-
ing policies, under which quotas are
worked out in Brussels.

“We would fit very badly into
that system,” says Eggert Gud-
mundsson, chief executive of HB
Grandi hf, a major Icelandic fisher.
“It is very important as a fishing na-
tion to have full control over our
fishing grounds.”

Meantime, Iceland has been try-
ing to sweep up the remains of its
banking sector. Shortly after the col-
lapse, Iceland split each of the three
big banks into a “new” bank with
the small but functioning domestic
operations, and an “old” bank for
the moribund international opera-
tions.

Gylfi Magnússon, an academic
who was appointed minister of busi-
ness affairs by the interim coalition,
said in the next several weeks Ice-
land would formalize the split, hand-
ing over equity or debt in the new
banks to the old banks’ creditors—
who aren’t likely to get much.

“It is quite clear that creditors of
the old banks will not by a long shot

be paid in full,” says Mr. Magnússon.
Iceland—as the owner of the

now-nationalized banks—has also
stepped in to restructure mortgages
for homeowners. Many Icelanders
took out loans in foreign currency to
pay for houses; those deals are disas-
ters amid the collapse of Iceland’s
currency, the krona.

“A lot of people are in financial
distress,” Mr. Magnússon says.
“That is not going to go away any-
time soon.”

Also persistent is a deep hostil-
ity toward the class of bankers and
financiers who precipitated the
downfall.

“You can say there’s kind of an on-
going mental civil war,” says Andri
Snaer Magnason, a popular Icelan-
dic writer. There’s a “huge anger
against the people who are responsi-
ble,” and the country is amid “a
huge healing process.”

Mr. Magnason’s 2006 best seller,
“Dreamland: A Self-Help Manual for
a Frightened Nation” critiqued the
government’s pro-business poli-
cies.

Mr. Magnason says Icelanders
are trying to make the best of bad
times. He tells of a banker friend
who took regular ski trips to the
Rocky Mountain peaks of Aspen,
Colo. The friend called recently to
talk up a great ski run he found in
north Iceland—a slope with a single
T-bar lift. “Small is beautiful again,”
Mr. Magnason says.

In the past few months, Iceland
has calmed considerably. Protests
that once drew thousands of seeth-
ing Icelanders to Reykjavik’s main
square to pitch eggs, toilet paper
and vegetables at the parliament
building, and hang political figures
in effigy, have dissipated.

Protesters banging on pots no
longer greet central-bank officials
in front of their offices each morn-
ing. “The pots-and-pans revolu-
tion,” says Mr. Kristinsson, “more
or less achieved its goals.” The gov-
ernment was brought down, the cen-
tral-bank chief ejected.

Now, says Mr. Magnússon, the
business-affairs minister, “People
are feeling that they can vent their
frustrations at the ballot box, which
is of course how things should go.”

Continued from first page

FROM PAGE ONE

‘Small is beautiful
again,’ says Gylfi
Magnússon, minister
of business affairs.
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DISTINCTIVE PROPERTIES & ESTATES

250-747-0002

REDUCED 60%
British Columbia

Perfect Retreat/Ranch
8400 sf mini-mansion on 299 ac.
on 2 km of salmon riverfront

www.bcranchforsale.com

Join the Clan….Need investors
for Scottish themed

hotel, resort and housing
Project on Oregon Coast.
Base yield + strong upside.
www.CastleCairn.com
ClanCairn@gmail.com

1-541-765-8988

Year-round Colorado Resort
near Estes Park and

Rocky Mountain National Park.
Web address:

www.amberwoodestespark.com
Cell number: 970-227-0290

$3,750,000

To view property info & photos, visit:
bohannonpropertiesofmontana.com

Or, call 406-323-4221

Bull Mountains Home

Amazing 2100 SF, 2 BR/1BA home
with 2-story barn on 20+ acres

40miles North of Billings, MT

Where Elite Buyers
Find Luxury Properties

for more information call,

44-20-7842-9600 or

49-69-971-4280

Distinctive
Properties &Estates
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Conoco’s profit drops 80%
amid declining oil prices

MySpace founders step aside
New digital chief, looking to revitalize networking site, plans management shake-up

By Katharina Bart

And Sara Schaefer Muñoz

A pair of European banks pro-
vided fresh evidence of a banking-in-
dustry recovery, with Switzerland’s
Credit Suisse Group AG swinging to
a better-than-expected profit and
Barclays PLC indicating the first
quarter of 2009 ran strongly ahead
of last year.

Zurich-based Credit Suisse re-
corded a net profit of two billion
Swiss francs ($1.72 billion) for the
first quarter, helped by flour-
ishing fixed-income trad-
ing. The profit was more
than double the 952 million
Swiss francs forecast by ana-
lysts. In the year-ago quar-
ter, Credit Suisse posted a
net loss of 2.15 billion Swiss
francs after major write-
downs on risky securities.

The return to profitabil-
ity by Credit Suisse after a
dismal 2008 reinforces the
appearance of a growing
gulf between profitable and unprof-
itable banks—and the key to the dif-
ference in the first quarter has been
the ability to exploit conditions in fi-
nancial markets that, though still un-
certain, are more stable than late
last year.

At Barclays’s annual meeting,
Chief Executive John Varley said
that the bank’s financial perform-
ance so far this year was well ahead

of last year, and that the bank in-
tends to resume paying dividends in
the second half of this year.

Barclays, which will give details
on this year’s performance in its in-
terim management statement May
7, also said it has no intention of rais-
ing further capital.

The banks’ performance mirrors
results from U.S. rivals such as Citi-
group Inc. and Goldman Sachs
Group Inc., which last week sur-
prised market watchers with better-
than-expected earnings.

As with the U.S. banks,
Credit Suisse benefited
from healthy trading, par-
ticularly in fixed-income,
where buying and selling
of interest-rate products,
foreign exchange and high-
grade debt hit records.
That bolstered core net
revenue to 9.56 billion
Swiss francs, from 2.93 bil-
lion francs a year earlier.

Credit Suisse Chief Ex-
ecutive Brady Dougan said

the first weeks of the second quar-
ter have continued in much the
same style as the first.

However, he repeatedly cau-
tioned that Credit Suisse isn’t call-
ing the bottom of the financial cri-
sis.

“While we may still be affected
by continued volatility and market
disruptions if difficult conditions
persist, we believe that we are in a

position to weather the storms and
perform well when market opportu-
nities arise,” Mr. Dougan said.

Even as Barclays previewed
strong financial results, however,
shareholders sent a strong message
to Chairman Marcus Agius by re-
electing him with an unusually low
percentage of support, a reflection
of discontent over a costly deal the
bank struck with Persian Gulf inves-
tors last autumn.

Mr. Agius was re-elected by
83.7%, while Mr. Varley was elected
by 98.4% of the vote, and Robert E.
Diamond Jr., head of Barclays invest-
ment-banking operations, by 98.3%.
Usually, board approvals top 90%.

Credit Suisse, Barclays rebound

MySpace CEO Chris DeWolfe is leaving the social-networking site.

Brady Dougan

By Julia Angwin

And Emily Steel

The founders of MySpace are leav-
ing the helm of the pioneering Web
site that made social-networking a
mainstream phenomenon, as owner
News Corp. seeks to reinvigorate the
once-hot property it scooped up four
years ago.

The pushing aside of Chris DeW-
olfe and Tom Anderson, whose con-
tracts weren’t due to expire until Oc-
tober, represents a pivotal test for
the viability of social-networking
sites. While social-networking sites
such as MySpace and Facebook have
exploded in popularity in recent
years, they have struggled to gener-
ate the kind of revenue and earnings
prospects that can sustain them as
businesses over the long haul.

News Corp. now aims to show
that a large conglomerate, with a
portfolio that includes many old-me-
dia properties including newspa-
pers, can succeed at that task.

People familiar with the situation
said News Corp. was completing a
deal to name former Facebook Chief
Operating Officer Owen Van Natta as
chief executive to succeed Mr. DeW-
olfe. He would report to Jon Miller,
the former AOL chief executive who
was recruited to join News Corp. this
month in a newly created position of
chief digital officer. Charged with all
News Corp.’s stand-alone digital
properties, he was particularly given
the mission of shoring up MySpace.

Spokeswomen for News Corp.
and MySpace both declined to com-
ment beyond a news release. Messrs.
DeWolfe, Anderson and Van Natta
couldn’t be reached for comment.

News Corp. sees MySpace as criti-

cal in its transformation from a con-
glomerate of traditional television,
movie and newspaper businesses to
a new-media titan. But while My-
Space grew quickly following News
Corp.’s purchase, last year its reve-
nue fell short of executives’ targets.
News Corp. also owns Dow Jones &
Co., publisher of The Wall Street Jour-
nal.

MySpace is still the dominant so-
cial-networking site in the U.S. But
its U.S. audience has fallen. In March,
MySpace attracted 70.1 million
unique visitors, down 3.6% from a
year ago, according to comScore Me-
dia Metrix. Meanwhile, Facebook is
nipping at its heels. Facebook sur-
passed MySpace’s world-wide audi-
ence a year ago, and is growing fast in
the U.S., with 61.2 million unique visi-

tors in March, up 72% from a year ear-
lier.

More broadly, MySpace, like
other social-networking sites, still
must overcome doubts about the me-
dium’s viability. Advertisers, for one,
remain leery. “Advertising doesn’t fit
so neatly into a conversation that peo-
ple are having among themselves,”
says Tom Bedecarre, chief executive
of independent digital-ad firm
AKQA.

MySpace was founded in 2003 by
Messrs. DeWolfe and Anderson.
Their email marketing division of a
Los Angeles company called eUni-
verse, later renamed Intermix, was
floundering, so they imitated a popu-
lar site at the time, Friendster.

They made two key improve-
ments on Friendster: They allowed

users to customize their profile
pages, and they allowed users to cre-
ate any identity they liked. Friend-
ster, like Facebook today, encouraged
members to use their real names.

But just as MySpace was taking
off, fueled in large part by its popular-
ity with musicians, it was sold to
News Corp. MySpace’s parent com-
pany, Intermix, negotiated the $650
million deal directly with News
Corp., leaving the MySpace founders
out of the loop until the last minute.

News Corp. Chairman Rupert
Murdoch immediately sought to mol-
lify the founders with lucrative two-
year pay packages of $30 million
each, but Messrs. DeWolfe and Ander-
son still chafed at the fact that My-
Space ad sales were taken over by ex-
ecutives at Fox Interactive Media, ac-
cording to people familiar with the
situation.

The rank and file of MySpace
were also angry that their stock op-
tions were canceled after the acquisi-
tion and that they were forced to
move from Santa Monica, Calif., to
Beverly Hills, the people said.

Relations fell apart further. Mr.
DeWolfe ignored suggestions from
Fox Interactive Media President Ross
Levinsohn about ways to improve
the site. Mr. DeWolfe sought to
amend a $900 million advertising
deal News Corp. cut with Google
Inc.—delaying its implementation,
the people said. That deal is due to ex-
pire next year.

Mr. Levinsohn also clashed with
Mr. Anderson, who is president of the
site. Mr. Anderson controlled the
product development and was criti-
cized for not moving fast. In April
2006, MySpace bought the online
karaoke service kSolo. MySpace

launched the karaoke feature on its
site in April 2008—two years later.

The tension between the My-
Space founders and News Corp. even-
tually led to Mr. Levinsohn’s dis-
missal in November 2006. He was suc-
ceeded by his distant cousin, Peter
Levinsohn, who eventually gave Mr.
DeWolfe control of the advertising
sales at MySpace that he had sought.

All this time, Facebook was
steadily gaining on MySpace.
Founded by Silicon Valley computer
programmers as a social network for
Harvard students in 2004, Facebook
expanded to other college campuses
and opened to everybody in 2006.

Facebook focused on building in-
novative features and encouraging
third-party software developers to
write applications for Facebook.

Meanwhile, MySpace, with its
marketing and music background,
fought back with entertainment,
such as a celebrity news site and an
expensive music joint venture.

Three top MySpace executives, in-
cluding Amit Kapur, former chief op-
erating officer, left in March to run a
start-up. MySpace has yet to name
successors for those positions.
 —Jessica E. Vascellaro

contributed to this article.

CORPORATE NEWS

Recovering
Credit Suisse’s net profit/loss, 
in billions of Swiss francs

Source: the company
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By Russell Gold

ConocoPhillips reported an 80%
drop in quarterly profit as lower
prices for crude oil, natural gas and
gasolineweighed on earnings, deepen-
ing concerns about whether the com-
pany’s spending spree of recent years
is handicapping it in the recession.

The Houston company borrowed
money in the first quarter and
ended share repurchases, moves
that allowed it to avoid having to cut
its capital spending or stock-divi-
dend payments.

The strain on ConocoPhillips’s fi-
nances is adding to worry about its
management team, which has seen
frequent turnover over the last few
years. In particular, investors are
questioning whether Chairman and
Chief Executive James J. Mulva sad-
dled the company with too much
debt by paying too dearly for assets
when oil and gas prices were soaring.

ConocoPhillips took a $34 billion
write-down in the fourth quarter,
erasing the value of numerous as-
sets, including a 20% stake in Rus-
sian oil company OAO Lukoil it
bought in 2004.

The company said first-quarter
net income was $840 million, or 56
cents a share, compared with $4.14
billion, or $2.62 a share, a year ear-
lier. Revenue fell 44% to $30.7 billion.

ConocoPhillips shares were up
$1.87, or 5%, to $39.93 in 4 p.m. com-
posite trading Thursday on the New
York Stock Exchange. The earnings
topped the mean estimate of analysts
surveyed by Thomson Reuters for
profit of 42 cents a share on revenue
of $26.34 billion. But investors have
taken a generally dimview of the stock
as oil prices have fallen. Since July,
when oil hit an all-time high, Conoco-
Phillips shares have dropped about
57%, compared with 34% for Chevron
Corp. and 26% for Exxon Mobil Corp.

Mr. Mulva is expected to retire in
two years after having run the com-
pany since 1999. The heir apparent is
John Carrig, who became president
and chief operating officerlast year af-
ter six years as chief financial officer.

This month, UBS downgraded its
rating of the stock to “neutral” from
“buy,” in part citing deals Conoco-
Phillips struck last year for gas
fields in Abu Dhabi and Australia be-
fore commodity prices fell.

Worries about Mr. Mulva’s spend-
ing began in 2005, when Conoco
bought natural-gas producer Burling-
ton Resources Inc. for $35 billion.
The day after the deal was an-
nounced, gas prices hit $15.38 per mil-
lion British thermal units on the New
York Mercantile Exchange, a record
high that still stands. Prices are now
less than one-fourth that level.
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How far can firms go monitoring messages?
Employers watching
workers online spurs
debate over privacy

By Dionne Searcey

By now, many employees are un-
comfortably aware that their every
keystroke at work, from email on of-
fice computers to text messages on
company phones, can be monitored
legally by their employers.

Whatemployeestypicallydon’tex-
pectisforthecompanytospyonthem
whileonpassword-protectedsitesus-
ing nonwork computers. But even
that privacy could be in jeopardy.

A case brewing in U.S. federal
court in New Jersey pits bosses
against two employees who were
complaining about their workplace
on an invite-only discussion group on
MySpace.com, a social-networking
site owned by News Corp., publisher
of The Wall Street Journal. The case
tests whether a supervisor who man-
aged to log into the forum—and then
fired employees who badmouthed su-
pervisors and customers there—had
the right to do so.

The case has some legal and pri-
vacy experts concerned that compa-

nies are intruding into areas that
their employees had considered off
limits.

“The question is whether employ-
ees have a right to privacy in their
non-work-created communications
with each other. And I would think
the answer is that they do,” said
Floyd Abrams, a First Amendment
expert and partner at Cahill Gordon
& Reindel LLP in New York.

The legal landscape is murky. For
themost part,employersdon’t need a
reason to fire nonunion workers. But
state laws in California,New York and
Connecticut protect employees who
engage in lawful, off-duty activities
from being fired or disciplined, ac-
cording to a report prepared by attor-
neys at the firm Proskauer Rose LLP.
Whileprivateconversationsmightbe
covered under those laws, none of the
statutes specifically addresses social
networking or blogging. Thus, pri-
vacy advocates expect to see more of
these legal challenges.

In February, three police officers in
Harrison, N.Y., were suspended after
they allegedly made lewd remarks
about the town mayor on a Facebook
account. The officers mistakenly
thought the remarks were protected
with a password, but city officials
viewed the page, said Harrison police
chief David Hall. The remarks about

MayorJoanWalshmighthaveviolated
the officer’s code of conduct, he said.

Mr. Hall said the town board was
considering firing the officers. The
policemen have asked a federal
judge in White Plains, N.Y., to limit
the town of Harrison’s inquiry into
the online postings, citing privacy
concerns, said Donald Feerick, the
officers’ attorney. Calls to Ms.
Walsh weren’t returned.

The case in New Jersey centers on
two employees of Houston’s restau-
rant in Hackensack, bartender Brian
Pietrylo and waitress Doreen Marino,
who in 2006 created and contributed
to a forum about their workplace on
MySpace.com. Mr. Pietryloemailed in-
vitations to co-workers, who then had
to log in using a personal email ad-
dress and a password.

“I just thought this would be a
nice way to vent…without any eyes
outside spying in on us. This group
is entirely private,” Mr. Pietrylo
wrote in his introduction to the fo-
rum, according to court filings.

On the forum, Mr. Pietrylo and
Ms. Marino, who was his girlfriend,
made fun of Houston’s decor and pa-
trons, and made sexual jokes. They
also made negative comments
about their supervisors.

The supervisors were tipped off to
the forum by Karen St. Jean, a restau-

rant hostess, who logged into her ac-
count at an after-hours gathering
with a Houston’s manager to show
him the site. They all had a laugh, Ms.
St. Jean said in a court deposition,
and she didn’t think any more about
it.

But later, another supervisor
called Ms. St. Jean into his office and
asked her for her email and password
to the forum. The login information
was passed up the supervisory chain,
where restaurant managers viewed
the comments.

The following week, Mr. Pietrylo
and Ms. Marino were fired. Hous-
ton’s managers have said in court fil-
ings that the pair’s online posts vio-
lated policies set out in an employee
handbook, which include profession-

alism and a positive attitude. A law-
yer for Hillstone Restaurant Group,
which owns Houston’s, declined to
comment.

In their lawsuit, Ms. Marino and
Mr. Pietrylo claim that their man-
agers illegally accessed their online
communications in violation of fed-
eral wiretapping statutes and that
the managers also violated their pri-
vacy under New Jersey law.

But the courts might not view on-
line musings as private communica-
tion. “You can’t post something on
the Internet and claim breach of pri-
vacy when someone sees it,” said
Lewis Maltby, president of the Na-
tional Workrights Institute in Prince-
ton, N.J.

Ms. St. Jean said in a deposition
she feared she would be fired if she
didn’t give up her password, a twist
in the case that Mr. Maltby says could
sway a jury against the company.

Labor and legal experts say the
outcome of many employee privacy
cases hinges on workers’ expecta-
tions of their privacy rights—particu-
larly whether they have been given
notice that they are subject to moni-
toring. In the Houston’s case, the
workers had no idea their online ac-
tivities outside of work could be moni-
tored, says their attorney, Fred J.
Pisani. A trial is set for June 9.
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BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITAL AVAILABLE

PUBLIC NOTICES

CAPITALWANTED

CAPITALWANTED

TRAVEL

IMMEDIATE OPPORTUNITY

TO SELL YOUR JET

$10,000,000
April 24

April 24 - May 8
May 15

May 29

Insured Aircraft
Title Service

Attn: Joan Roberts

Guardian Jet, LLC and Aero Law Group, PLLC
have been retained to purchase a large
cabin Corporate Jet on behalf of a multiple
Gulfstream and Sikorsky operator.

Contact Mike Dwyer

(203)453-0800
mike .dwyer@guard ian j e t . com

for Of f e r In fo rmat i on Package

Target Price
Deadline for Offer Submission

Offer Analysis
Purchase & Sale Agreement

Target Closing Date

Deposit in Escrow

77

WE BUY
LAND
Farms &

Timberland
(1,000 to

100,000 Acres)
478-477-1000

www.sppland.com

Swiss Financial Services Company needs
Associates to represent our Products for

business financing. Use "AA" rated
Instruments to add security to Lender or
Investor. Brokers protected by Contract.

Call 41 - 43 - 244 - 8790 in Zurich

PRIVATE EQUITY

CEO/Biz Coaches Wanted
8-yr old company, Proven Methods
Detailed Training & Mrktg Support

CEO Income Potential
Sales executives, entrepreneurs,

CEOs all are great fit
Call 770-632-7647

ValueForwardNetwork.com

INTERNET INCOME
Internet marketing that works. Huge
income potential. Passive internet

income. Proven monetized microsites built and
maintained for you by highly qualified

professionals with years of proven experience.
Packages start $19,995.00 (US). Modern

Marketing Systems - International Division.
(602) 374-2098

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Complete website, shopping cart, distribution
system and finished inventory. Tested and
operational. Company is ready for marketing
efforts. Motivated seller. Contact:

Richard Uselton, US 214-212-1541

E-Commerce Company with
ProvenWeight Loss Product

WATERFRONT HOTEL- VILLA, Spa-Wellness
Center, own boat dock, on Lake Garda Olive
Riviera. Near Venice & Verona . A rare
opportunity to own a prestigious property with
expansion building projects approved.

info@cogefim.it
Mr. Dacco' § www.cogefim.com

Italy - Lake Garda: For Sale

Are you looking to start, buy or
expand a business?
Do you need an

investing partner?
Call 212.557.6570
M-F EST 9-5 pm

or Fax 212.557.6571

REAL ESTATE
CAPITAL NEEDED

Secured 1st position <50%LTV. High
returns. Flexible on terms.

Work directly with experienced
R. E. Investor looking to grow
portfolio. Many references.
Stephanie 770-912-8080

We're Turning Down PO's
from national customers. Tech Co with

revenue & patented product at
4k+ resellers lost its funding for mfg.

$5-$7.5 Million equity or debt needed ASAP.
Andrew 214-585-0572
brpartners2@aol.com

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

FINANCING SOURCES FOR:
Bank/Insurance Guarantees.
Letters of Credit, MTN’s,

Credit Enhancements and Proof of Funds.
Email: tuj@ca.rr.com

USA Tel: +1-310-203-2613;
Fax: +1-310-203-2617

www.tujmanagementservices.com

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise

Emma Balogun

TheWall Street Journal Europe

+44 207 842 9608

emma.balogun@dowjones.com

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, APRIL 24 - 26, 2009 29



Gazprom Neft to purchase
Sibir stake, trumping rival

Coke mulls stake in China's Huiyuan

By Gordon Fairclough

SHANGHAI—The chief executive
of Sanofi-Aventis SA said the Chi-
nese government’s plan to improve
people’s access to health care pre-
sents an important growth opportu-
nity for the French drug maker as it
tries to lessen reliance on sales of
blockbuster medicines in the West.

As Sanofi moves to boost its
China business, it is also keen to look
into possible deals—including acqui-
sitions or partnerships—with Chi-
nese pharmaceutical companies, the
company’s CEO, Christopher A. Vieh-
bacher, told reporters Thursday dur-
ing a visit here.

“We don’t want to be just on the
margins of health care in China,” said
Mr. Viehbacher, who said he wants to
“transform this business into one that
is far less dependent on the tradi-
tional blockbuster model” with
growth driven by a few big-selling
medicines.

Earlier this month, Sanofi agreed
to acquire Brazilian drug maker Med-
ley. The Paris-based company, which
is expanding in generics and emerg-
ing markets, has also done a deal to
buy Laboratorios Kendrick of Mexico
and it owns nearly 97% of Ze-
ntiva NV, a Czech generic-
drug maker.

Sanofi is an industry
leader in blood-thinning
drugs. Two of its best-selling
drugs,the hypertension med-
icine Aprovel and anticlot-
ting drug Plavix, will face in-
creased competition from ge-
nerics after 2012, when they
lose patent protection.

The loss of patent protec-
tion for commercially-suc-
cesful drugs and shortages of
possible replacements in major com-
panies’ research-and-development
pipelines have been driving a wave of
consolidation in the global pharma-
ceutical industry.

While Mr. Viehbacher said he
wouldn’t “take any strategic option
off the table,” he made it clear he
views megamergers with skepticism.
He says he is looking for deals “that
clearly build upon the strengths of the

company,” adding that
“they could be of any size.”
He says Sanofi isn’t—“to my
knowledge”—in active ac-
quisition talks.

In China, Mr. Viehbacher
said,Sanofiis open to deals—
ranging from acquisitions to
joint ventures to equity
stakes—with local drug mak-
ers that would allow the
company to participate in
the high-volume business
for basic drugs that is ex-
pected to arise under Chi-

na’s health-care revamp. Chinese
health authorities are assembling a
list of “essential drugs” that will be
purchased by government entities in
large volumes from suppliers.

Sanofi sees opportunity in China

MOL holders adopt rules
to halt stealth takeovers

Novartis net drops 15%
Swiss drug maker
takes hit to earnings
from strong dollar

Hurt by the dollar
Novartis’s net profit, in billions

Source: the company
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By Rick Carew

And Duncan Mavin

HONG KONG—Coca-Cola Co. is
in talks with China Huiyuan Juice
Group Ltd. that could include tak-
ing a minority stake in the Chinese
juice maker’s assets, according to
people familiar with the situation,
after its full-takeover plan was
thwarted by regulators.

Coke is considering a range of op-
tions in hopes of a deal that will sat-
isfy Chinese regulators, these peo-
ple said. China’s Ministry of Com-
merce last month struck down
Coke’s proposed $2.4 billion take-
over on competition grounds. The
people cautioned that talks are on-
going and a deal isn’t certain.

By seeking a minority stake,
Coke is returning to a formula used
in most China deals. Beijing typi-
cally limits foreign investors to mi-
nority stakes in its largest compa-
nies in an effort to bring in foreign
expertise, while keeping control in
Chinese hands.

“We are now focusing our ener-
gies and expertise on growing our
existing brands and continuing to
innovate with new brands, includ-
ing in the juice segment,” said a

Coca-Cola spokesman in Hong
Kong.

Huiyuan is 23%-owned by
France’s Groupe Danone SA. U.S.
private-equity firm Warburg Pin-
cus LLC owns 6.8%, and founding
chairman, Zhu Xinli, owns 36%.

The price of a revised offer from
Coke is uncertain, but the valuation
is unlikely to be close to the
HK$12.20 per share, or about $1.57,
offered by Coke last September.
Huiyuan’s shares closed down 0.4%
Thursday at HK$5.06.

Huiyuan is keeping an “open
mind” on its options, the company’s
chief financial officer, Francis Ng,
told a news conference last week.

Coke and Huiyuan are flexible
about the structure of any deal, said
a person close to the matter. Coke
could take a minority stake in
Huiyuan or the two could form a
joint venture in which Huiyuan
would inject some assets and Coke
would inject cash. It is possible that
a new Chinese partner could team
up with Coke, the person said.

Christopher A.
Viehbacher

CORPORATE NEWS

Source: Thomson Reuters Datastream
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offer of HK$12.20 per share

March 18: Chinese government
rejects Coke’s bid for Huiyuan

By Edith Balazs

BUDAPEST—Shareholders in
Hungarian oil and gas company
MOL Nyrt. approved a raft of de-
fense measures, fearing a stealth
takeover attempt by Russia’s OAO
Surgutneftegaz.

At Thursday’s annual general
meeting, shareholders agreed to all
the proposed changes to the compa-
ny’s statutes, including tightening
holding disclosure regulations and
rules governing the dismissal of
board members, and authorizing
the management to buy treasury
shares or to raise MOL’s capital.

Russian oil producer Surgut
bought its stake in MOL from Aus-
trian oil and gas company OMV AG
at the end of March, for Œ1.4 billion
($1.82 billion)—close to double the
market price. OMV sold its stake af-
ter failing to take MOL over last year.

The Russian company didn’t no-
tify MOL or Hungarian authorities of
its intention to acquire a stake, a
move that makes the purchase “an
unfriendly step,” MOL Chairman and
Chief Executive Zsolt Hernadi said.

“With the planned amendments
to MOL’s articles of association ...
the chances of Surgut or any other
company behind it to take over MOL
are practically zero,” said Peter Tor-
dai, an analyst at KBC Securities.

Surgut’s buy triggered a flurry of
responses from the government,

with Foreign Affairs Minister Peter
Balazs stressing the state’s desire to
see MOL remain independent.

Surgut seeks “to build a mutually
beneficial and long-term partner-
ship on the basis of synergies be-
tween the strong positions of both
companies in the best interests of
all shareholders,” according to a let-
ter signed by Surgut’s general direc-
tor, Vladimir Bogdanov.

Surgut was excluded from Thurs-
day’s annual meeting on the
grounds that its stake hadn’t been
entered into MOL’s stock register
and that the Hungarian Energy Of-
fice hadn’t acknowledged the pur-
chase of the shares. Surgut reacted
angrily, saying it had been pre-
vented from attending the meeting
“for unknown reasons,” having “sat-
isfied timely all necessary require-
ments to be included into the share-
holder register of the company.”

Under the new statutes, holders
of 2% or more of MOL shares will be
obliged to report the composition of
the shareholder group they repre-
sent and identify the “ultimate bene-
fiting owner” of the stake. Failure to
comply with the amendment will re-
sult in suspension of voting rights.

Also, under the modified stat-
utes, the annual general meeting
may only decide on the dismissal of
a single board member. No further
dismissals will be possible for three
months afterward.

By Anita Greil

And Julia Mengewein

ZURICH—Swiss drug maker No-
vartis AG on Thursday posted a 15%
drop in first-quarter net profit as
the dollar weighed on earnings.

Net profit fell to $1.96 billion from
$2.32 billion a year earlier as the con-
version into the strong dollar pushed
down earnings generated in other
currencies. Net profit from continu-
ing operations stood at $1.98 billion.

Sales fell 2% to $9.71 billion. How-
ever, stripping out currency fluctua-
tions, sales were up 8%.

At Novartis’s flagship pharma-
ceuticals unit, sales rose 3% to $6.4
billion, but they were up 12% in the
currencies in which sales were gen-
erated. The impact of the dollar’s
strength was offset somewhat by
new product launches and regional

rollouts of existing products.
The blood-pressure treatment Di-

ovan, which will lose patent protec-
tion around 2011-2012, remained
the best seller, with sales of $1.4 bil-
lion. The cancer drug Gleevec, the
second-best-selling product, con-
tributed $894 million.

Sandoz, Novartis’s generics unit,

saw sales fall 9% as it suffered from a
lack of launches in the U.S. The drug
maker said Sandoz’s U.S. sales
should resume growing this year. At
the consumer-health unit, sales de-
clined 11% as the economic downturn
started to hurt. The unit sells drugs
that don’t require a prescription.

“Especially pharma benefitted
fromlower marketingcosts, leading to
a better-than-expected profitability”
said Vontobel analyst Andrew Weiss,
adding that the company’s restructur-
ing measures are taking effect.

The efficiency program, named
Forward, is going ahead faster than
planned and, in the first quarter, No-
vartis realized savings of $329 mil-
lion. “The program is set to exceed
the cost savings goal of $1.3 billion
for 2009 and $1.6 billion in 2010”
from 2007 levels, Novartis said.

Novartis said it still expects 2009
sales to grow at a mid-single-digit
rate excluding currency fluctuations,
driven by its pharmaceutical division.
But it said it may not reach record re-
sults this year for underlying net and
operating profit, “if recent exchange
rates continue during the year.”

By Guy Chazan

Russia’s state-controlled OAO
Gazprom Neft swooped on small
Russian oil company Sibir Energy
PLC Thursday, trumping a bid by ri-
val TNK-BP Ltd. announced just a
day earlier.

The battle for Sibir could be a har-
binger of more deals to come as big,
cash-rich energy companies gobble
up smaller players hit by the credit
crunch and the low price of oil.

It was unclear, however, if Gaz-
prom Neft intended to acquire all of
Sibir or was just trying to prevent
other oil companies from doing so.

The tussle over London-listed Si-
bir unfolded rapidly. Credit Suisse
International said Wednesday that
it was offering to buy shares in the
company on behalf of TNK-BP, Rus-
sia’s third-largest oil producer by
output and a 50-50 joint venture be-
tween BP PLC and a group of Soviet-
born billionaires, for 430 pence
($6.22) a share, valuing the com-
pany at $2.4 billion. Within hours,
Russian investment bank Renais-
sance Capital said Gazprom Neft,
the oil-producing unit of natural-
gas company OAO Gazprom, was of-
fering 500 pence a share for Sibir,
valuing it at $2.8 billion and prompt-
ing TNK-BP to withdraw.

Sibir said an unnamed third party
that made an informal approach
pulled out in the wake of the bids
from Gazprom Neft and TNK-BP.

In a statement, Renaissance Capi-
tal said Gazprom Neft expected to
own more than 16% of Sibir. “We are
pleased to have become a signifi-
cant minority shareholder in a com-
pany that we regard as a world-class
asset,” said Alexander Dyukov, Gaz-
prom Neft’s chief executive.

TNK-BP declined to comment. A
spokesman for BP said the company
was “a little disappointed, but
there’ll be other opportunities to in-
vest in Russia in the future.”

Sibir has been seen as a takeover
target since late last year, when the
global economic downturn and col-
lapse in the Russian stock market en-
snared its key shareholder, Moscow
property tycoon Chalva Tchigirinski.
Share trading has been suspended
since February, after the company re-
vealed Mr. Tchigirinski owed it
$325 million. Sibir last traded at 174
pence a share. Russia’s Sberbank
holds Mr. Tchigirinski’s stake and
that of business partner Igor Ke-
sayev as collateral on unpaid loans.

A person close to Gazprom Neft
said the company was surprised by
the timing and high price of TNK-
BP’s offer, so it decided to come back
with a “knockout bid.” He said the
aim was to amass enough stock to
block another buyer from taking a
substantial position in Sibir’s shares.

In any case, accumulating more
shares in Sibir could prove tricky.
Gazprom Neft already has bought
about half of the freely traded
shares, but Mr. Tchigirinski has
shown no desire to sell his 23.5%
stake in the company, which has a
50% interest in an oilfield in Siberia
named Salym. Mr. Kesayev also
owns 23.5%. The city of Moscow,
which owns 18% of Sibir, also says it
doesn’t want to sell.

Analysts said the Gazprom Neft
bid will be good news for Royal
Dutch Shell PLC, the Anglo-Dutch su-
permajor that is Sibir’s 50-50 part-
ner in the Salym field. Shell would
prefer to have Gazprom as a partner
there over BP, one of its main rivals.
 —Gregory L. White

contributed to this article.
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France’s recipe for 1,000 parties
French wine, cheese
to be guests of honor
in some U.S. homes

By Max Colchester

PARIS—On June 4, a thousand
American homes will hold wine-and-
cheese parties courtesy of the
French government.

France has long played up its cul-
ture of culinary excellence. But now

the government
fears the country’s
highbrow food tradi-

tions may have alienated the average
consumer. So, in an effort to boost
sales of wine and cheese—two of
France’s more lucrative exports—it is
trying to promote the laid-back apéri-
tif, a moment before dinner when the
French kick back with a glass of wine
and some finger food.

To get the message across, the
French Ministry of Agriculture and
Fisheries, along with various wine
and cheese producers, is spending
around Œ1.6 million ($2.1 million) to
sponsor cocktail parties in 19 coun-
tries across the world, including the
U.S., Canada and Spain. The French
government will cover 60% of the
overall cost of the program, and the
wine and cheese companies involved
are underwriting the rest.

“Some people are terrorized by
French gastronomy, especially
French wine,” says Marie-Noëlle
Guerin, head of external relations at
Sopexa, a food-marketing company
hired to organize the events. “We
want to show that French cuisine
can be relaxed too.”

Most of the parties will be
large affairs hosted in city cen-
ters. In the U.S., however, the or-
ganizers are subsidizing a se-
ries of parties in private homes.
Sopexa says it wants to capital-
ize on the increasing number of
Americans entertaining at
home as a money-saving tactic.

Sopexa hired House Party
Inc., a U.S marketing company
that arranges sponsored par-
ties, to pitch the idea to 100,000
people over the Internet.

Would-be hosts are re-
quired to go to the House Party
Web site and fill out a form. The
company plans to choose 1,000
applicants who will receive cou-
pons that offer 15% discounts on cer-
tain French wines and a free gift
when they order French cheeses on
specific Web sites.

They also will receive a hamper
full of French-themed party gear, in-
cluding a corkscrew, an apron and a
CD featuring pop singer Carla Bruni,
the wife of French President Nicolas
Sarkozy.

In return for the gifts, the hosts

must hold a party, take photos and
blog before and after, in an effort to
help create a buzz about French
wine and food. After the party, they
will have to answer a questionnaire
seeking their opinion of the prod-
ucts they tasted. French wine and

cheese producers are planning to fol-
low up the parties with a series of
special promotions of French goods
at local shops and supermarkets.

So far Sopexa says that more
than 14,000 Americans have signed
up to host a party. Phyllis Smith, a
38-year-old hospital worker in New
York, is one of those hoping to be se-
lected. “It’s nice because it gives us a
theme for our party,” says Ms.

Smith, who adds that she is hoping
to invite 10 friends to the event.
“Most of our parties are centered
around wine anyhow.”

Like many other applicants, Ms.
Smith is already a fan of French
food. The organizers are hoping

that by showing their friends a
good time, their hosts can per-
suade them to start buying
French wine and cheese too.

To keep the parties afford-
able, the organizers chose some
of France’s less-expensive spar-
kling white wines, instead of
Champagne, making sure most
were available at around $12 a
bottle. France’s Iconic blue Ro-
quefort cheese, which is taxed
at 100% when imported into the
U.S, was also crossed off the list
as being too expensive.

Taste, too, was an issue.
Sopexa said pungent cheeses
were a littletoo “scary” for Amer-
ican palates. The French decided
to stick to milder varieties, such

as goat’s cheese and a nutty-flavored
hard cheese called Comté.

Despite these cultural hurdles
Sopexa’s Ms. Guerin is confident
that France’s deep-rooted eating
and drinking traditions will rule the
day. “When it comes to French cul-
ture, it’s easier to get people talking
about Camembert cheese” than
other French innovations like high-
speed trains, she says.

Confidence shines
at furniture fair in
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In Berlin, a look at celebrations 20 years
after the Wall’s fall. Plus commemorations
across Eastern Europe. Pages W8-W11

Firms cut jobs despite belief upturn is near

By Gautam Naik

Scientists have reprogrammed ma-
ture skin cells into an embryonic-like
state by using proteins instead of
genes, a key advance aimed at over-
coming safety concerns in one of the
hottest areas of biological research.

The stem-cell field has long hoped
to harness the master cells of a human
embryo, which can be turned into
heart, nerve and various other types
of tissue. The long-term hope is that
such tissue can be used to test novel
drugs, or be transplanted into pa-
tients as a treatment for disease. But
because the cell extraction destroys
the embryo, the technique has ignited
much ethical controversy.

In the past few years, scientists
have found an alternative approach.
By introducing several genes into a
mature human cell, they have been
able to reprogram itto a primitive,em-
bryonic-like state. The approach car-
ries risks, however. The genes are
transported with the help of a virus,
which can cause cancer. Plus, the DNA
of the inserted genes may trigger
other unwanted genetic changes in
the target cell.

Now, instead of reprogramming
thecell withfour introduced genes,re-
searchers have achieved the same re-
sult by inserting four proteins associ-
ated with those genes. This technique
is deemed to be safer because it
doesn’t require genetic manipulation.

“We engineered these four pro-
teins so that they can penetrate the
cell” and return it to a primitive state,
said Sheng Ding of Scripps Research
Institute in La Jolla, Calif., who led the
research, whichinvolved several insti-
tutions. The results are published in
the online version of the journal Cell
Stem Cell.

The science of reprogramming is
at an extremely early stage. The latest
experiment was done on a type of skin
tissue known as fibroblasts, taken
from mice. Dr. Dingnow hopesto repli-
cate the results with human cells. In
addition, reprogramming remains a
slow and inefficient approach, and
would have to be dramatically im-
proved before it can be considered for
clinical use.

For now, there is considerable
progress toward making the tech-
nique safer. One team of scientists re-
programmed mouse cells by using an
adenovirus, a less harmful type of
transport vehicle. Another managed
to remove the inserted viruses and
genes once their job was finished. Dr.
Ding, a chemist, says the ideal would
be to avoid biological material en-
tirely, and reprogram cells by using
molecules alone.

A race is on to commercialize the
technique. Dr. Ding is a founder of Fate
Therapeutics and Stemgent Inc., both
based in San Diego. The biotech start-
ups have teamed up to provide repro-
gramming-derived tissue to pharma-
ceutical companies involved in drug
discovery. Earlier this month, another
start-up, iZumi Bio Inc. of South San
Francisco, struck a similar deal with
Japan’s Kyoto University.

ADVERTISING

Parties will be held in 19 nations to promote France’s
wine and cheese. A French marketing event in 2006.

By Dana Mattioli

Starting May 1, Kitchen & Bath
Center, a maker of cultured marble
and granite, will stop offering em-
ployees health care. In March, the
company did away with its 401(k)
program, and before that it placed
employees on reduced schedules.

It’s all an effort by the Fort Wal-
ton Beach, Fla., company to manage
costs, even after downsizing from
250 workers to just 60. Although
Butch Meyer, vice president of manu-
facturing, believes the economy will
start to recover in the next 12 months
to 18 months, he says the recent cuts
were a “dire necessity.”

Buttherehavebeenconsequences.
When the company announced it was
droppinghealth-carebenefits,oneem-
ployee resigned, and Mr. Meyer wor-
ries that more could follow suit.

The belief that an upturn is com-
ing but cuts are required now is ech-
oed by companies across the country.
A new Hewitt Associates survey of
518 large U.S. companies found that
54% believe the economic upturn will
beginattheendof2009orearly2010.
Nonetheless, a large percentage have
plansforfurtherlayoffs,salaryreduc-
tions, medical-benefit cuts and
changes in 401(k) matches.

Hewitt’s survey found, for exam-
ple, that 25% of companies are con-
sidering layoffs in the near future.
Similarly, a survey conducted by the

Society for Human Resource Manage-
ment of 467 members found that
24% were very likely to implement
layoffs over the next six months.

But some wonder whether layoffs
make sense with a possible recovery
around the corner. “It’s a long-term
solution applied to a short-term prob-
lem,” says Jim Bloomer, a principal
in Hewitt’s talent and organization
consulting practice.

Late-recession layoffs often cost
companies more money because of
severance fees and later retraining
and search costs, as well as productiv-
ity losses, Mr. Bloomer says.

Even the employees who retain
their jobs will keep feeling pinched.
Hewitt’s survey found that 32% of the
companies surveyed are considering
increasing employee health-care
cost-sharing, and 19% may reduce

medical benefits. Similarly, a survey
released earlier this week by Watson
Wyatt Worldwide Inc. of human-re-
sources executives at 141 U.S.-based
companies found that 26% of respon-
dents expect their companies to raise
employee contributions to health-
care premiums over the next year.

Watson Wyatt’s survey foundthat
21% of companies had already imple-
mented salary reductions. But Peter
Cappelli, professor of management
at the University of Pennsylvania’s
Wharton School, says shorter work-
weeks and mandatory furloughs
could be better options for compa-
nies that sense a turnaround coming.
“Once business comes back, no one is
quitting over a furlough,” he says.

Others say that salary cuts save
jobs. Arnold Worldwide, a Boston-
based advertising agency with 800
employees, implemented a tiered sal-
ary cut in April. Chief Executive Fran
Kelly says the measure helped him
“dramatically decrease” the number
of required layoffs. In addition, he
says,hewon’t“losegreatpeople,have
severance expenses and have clients
whose services become disrupted.”

Joanie Ruge, senior vice president
of Adecco Group North America, ex-
pects to see the beginnings of a turn-
aroundinthetemporaryjobmarketin
the third or fourth quarter. And if that
happens, some companies could find
themselves recruiting again as early
as the second quarter of next year.

Streamlining
A sampling of measures companies have implemented or are 
considering in response to the recession

Hiring
Hiring freeze/reductions 
Layoffs
Early retirement

Pay
Salary freeze 
Reducing/eliminating bonuses  
Salary reductions

Hours
Shorter week/involuntary furlough 
Voluntary leave of absence

Benefits
Reducing/eliminating 401(k) matching
Freezing/closing pension plans
Reducing medical benefits

Implemented Being considered

0 25 50 75 100%

Source: Hewitt Associates survey of human-resources executives at 518 large U.S. employers 
conducted in early April.

New technique
makes it safer
to reprogram cells
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ABB posts 35% decline
in profit, plans more cuts

Profit at UPS declined sharply amid fewer deliveries of packages.

Alstom sees further sales
growth, considers Areva unit

By Alex Roth

United Parcel Service Inc.’s
chief executive expressed concern
Thursday that the recession, which
hammered the company’s first-
quarter profit, could ignite harmful
protectionist impulses.

D. Scott Davis criticized the ini-
tial proposals in Congress to insert
Buy American provisions in the
$787 billion U.S. stimulus bill, say-
ing such proposals “sent bad sig-
nals to the rest of the world.” He
also expressed concerns that coun-
tries in Europe and Asia might retal-
iate.

“Global trade has sponsored two
decades of dramatic growth and in-
creased prosperity in countries ev-
erywhere,” Mr. Davis said in a con-
ference call with analysts. “Now is
not the time to back away from the
progress that has been achieved in
the mistaken belief that any one
economy can regain strength inde-
pendently of the rest of the world.”

The global downturn is hurting
virtually every segment of the
world’s largest package-delivery
company, whose health is widely
seen as a barometer of the econ-
omy.

First-quarter profit at UPS fell
56%. Company officials said they ex-
pect the second quarter to be even
worse than the latest, although the
rate of volume declines likely won’t
be as steep. The company’s average
daily delivery volume around the
globe fell 3.9% in the quarter, to 14.5
million packages.

“Hopefully we will hit bottom
later this year and begin seeing
growth at the end of the year or
early next year in the U.S.,” Mr.
Davis said.

In the past year, the company
has shed roughly 10,000 of its more
than 300,000 U.S. employees,
mostly through attrition. By the
end of this year, the company is
planning to reduce its fleet of air-
craft from 263 to 212.

Declines in UPS’s volume were
hardly a surprise; last week, the
Air Transport Association of Amer-
ica said U.S. air-cargo volumes had
dropped 21% in February com-
pared with a year earlier—the sev-
enth consecutive month of year-to-

year declines.
In a bit of good news for the com-

pany, UPS gained “a little more than
half” the revenue of customers look-
ing for a new package-delivery com-
pany after DHL exited the U.S. mar-
ket in January, said Kurt Kuehn,
UPS’s chief financial officer.

The company posted quarterly
net income of $401 million, or 40
cents a share, compared with $906
million, or 87 cents a share, a year
earlier.

Earnings, excluding a one-time
charge for taking 44 planes out of
service, declined 43%, the company
said.

Revenue fell 14% to $10.94 bil-
lion

UPS is hit by downturn
CEO warns against
protectionism as net
takes a 56% tumble

By Alex Roth

The first updates of the year on
freight volumes at some of Ameri-
ca’s biggest trucking and rail haul-
ers show the U.S. transportation in-
dustry remains mired in a deep
slump.

On Thursday, United Parcel Ser-
vice Inc. reported first-quarter earn-
ing fell 56% and offered a gloomy
outlook for the current quarter. The
world’s largest package-delivery
company, forecast average daily,
U.S. domestic-shipping volume this
quarter will be off between 4% and
6%, compared to a 4.3% drop in the
first three months of the year.

Shipment volumes are followed
closely because a rebound in trans-
portation usually precedes by sev-
eral months a larger economic recov-
ery. In recent days, executives at sev-
eral major transportation compa-
nies said cargo levels remain de-
pressed despite signs of life in other
areas.

Forward Air Corp., a large
freight and logistic company, said
its shipments continue to decline at
a double-digit rate compared with
last year. “I wouldn’t say it’s neces-
sarily getting worse,” Bruce Camp-
bell, president and chief executive
of the Greenville, Tenn., air-cargo
company, said this week. “I would
most certainly say it’s not getting
better. And we don’t anticipate for it
to get better in the near term.”

The Air Transport Association of
America last week said U.S. air-

cargo volumes had dropped 21% in
February compared with a year ago.
That was the seventh consecutive
month of year-to-year declines.

Union Pacific Corp. Thursday
separately reported its overall vol-
ume slumped 21% in the first quar-
ter, accelerating from a 12% slide in
the fourth quarter of last year. It
said net income dropped 18.3%, to
$362 million, or 72 cents a share,
down from $443 million, or 85 cents
a share, a year ago.

Jim Young, chief executive of the
Omaha, Neb.,-based railroad, said a
steep decline in freight volumes at
his company may have bottomed.
Carloadings, a key measure of ship-
ments, appeared to have stabilized
at about 145,000 a week, down from
about 180,000 a week a year ago, he
said.

Mr. Young said second-quarter
freight volumes “will clearly be
down” compared to year-ago levels,
although he didn’t provide any fig-
ures. Volumes are likely to “limp
along” at current levels through
much of 2009. “It’s not deteriorat-
ing anymore,” he said.

Rival Burlington Northern
Sante Fe Corp. is expected to report
its first-quarter results late Thurs-
day. Its results will be closely fol-
lowed for signs that shipment vol-
umes in the railroad industry, which
moves everything from Chinese-
made consumer goods to coal for
U.S. utilities, also have reached bot-
tom.

Matthew Troy of Citigroup In-

vestment Research said recent data
suggest that volumes have begun
“to bump along what could be a bot-
tom.” However, he added, “I don’t
think we’ll see a recovery anytime
soon.”

The industry’s latest numbers
are grim. For the first two weeks of
April, the U.S. railroad industry’s
car-load volumes were down more
than 20%, compared with a 17.3%
drop for the month of March and a
14.5% drop in February, according to
the trade group Association of Amer-
ican Railroads. The industry blames
some of the April declines on
weather issues in the Midwest.

On Wednesday, Norfolk South-
ern Corp., the nation’s fourth-larg-
est railroad by revenue, reported
that its rail-car volumes dropped
20% for the quarter ended March 31.
For the first full week in April, vol-
umes were down 29%, company offi-
cials said.

Arkansas Best Corp., one of the
nation’s largest trucking compa-
nies, on Wednesday said April’s de-
cline was similar to the 15.7% drop re-
corded during the first three
months of the year.

Bob Costello, lead economist for
the American Trucking Associa-
tions, said the organization next
week is planning to release March
truck-tonnage numbers. He predicts
those figures, when seasonally ad-
justed, will show “no improvement
or even a loss” compared with Febru-
ary. “I don’t think we’ve hit bottom
yet,” Mr. Costello said.

Slump persists for freight haulers

By Goran Mijuk

ZURICH—ABB Ltd. Thursday re-
ported a 35% drop in first-quarter
net profit and flagged additional
cost cuts to combat the challeng-
ing infrastructure and power mar-
kets as well as the uncertain out-
look for the industry.

The Swiss electrical-engineer-
ing company said net profit came
to $652 million from $1 billion a
year earlier.

In addition to high raw-material
costs, currency swings and write-
downs, the company said the drop
was also due to slackening demand
for capital-intensive infrastruc-
ture projects, especially in the auto-
motive sector and other heavy in-
dustries that tap ABB’s automation
products and industrial robots.

Revenue fell 9.4% to $7.21 billion
from $7.96 billion a year earlier.
Meanwhile, orders, which indicate
future sales growth, dropped 16%
to $9.15 billion from $10.94 billion,
even as ABB was able to attract big
electrical infrastructure projects
in the Middle East and Africa.

Analysts were disappointed by
the results, saying ABB couldn’t
pass higher raw-material costs to
customers, something it was able
to achieve in the past when mar-
kets in Asia, the U.S. and the Mid-
dle East were growing fast.

Another point of concern was
ABB’s cash flow. The company’s
net cash position declined 11% to
$4.8 billion from $5.4 billion. That
may curtail ABB’s efforts to ex-
pand through acquisitions, ana-
lysts said.

ABB, however, sought to stifle
the concerns. “We are looking for
bolt-on acquisitions,” Chief Execu-

tive Joe Hogan said. Mr. Hogan
said he expects ABB to turn cash-
flow positive during the remain-
der of the year and remain finan-
cially disciplined, saying that
“keeping our investment grade
credit rating is key.”

ABB’s long-term corporate debt
is rated single-A-minus by Stan-
dard & Poor’s and Single-A-3 by
Moody’s. At the end of March, the
company had $2 billion in outstand-
ing bonds, the bulk of which is due
to be repaid in 2011 and 2013.

To counter the declining trend
in sales and orders, ABB said it
would expand its current cost-cut-
ting program to $2 billion from
$1.3 billion.

“We are determined to stay
ahead of the market on cost while re-
maining alert for opportunities to
grow the business,” Mr. Hogan said.

ABB said that business in March
had improved somewhat but that it
was too early to say whether the
market had bottomed out, adding
that visibility was limited.

Mr. Hogan said he saw pockets
of growth in India and China as
well as in business areas such as
power, where customer demand
for efficient and cost-saving power
equipment was still healthy.

But analysts remained skepti-
cal. “The fact that they are extend-
ing their cost-cutting program
shows that the outlook remains
somewhat jittery, and that the bot-
tom may not have yet been
reached,” said Vontobel analyst Pa-
nagiotis Spiliopoulos.

Shares in ABB, which over the
past few weeks rose sharply as in-
vestors bet that the orders and
sales might stabilize in the first
quarter, were down 6.8%.

By Shai Oster

BEIJING—Despite slowing glo-
bal demand for power plants,
French heavy-engineering firm Al-
stom SA said it expects sales to
keep growing and it is still consid-
ering a bid for the power transmis-
sion and distribution unit of cash-
strapped Areva SA.

“We have an important backlog
that we are executing. The guid-
ance we are giving is that sales con-
tinue to grow,” Philippe Joubert,
president of Alstom Power, a unit
of Alstom, told reporters.

He estimated that demand in
the global power market could de-
cline 25% to 30% for the next few
years, but said Alstom’s diversi-
fied technology and international
presence will minimize the impact
on it, particularly as developing
countries such as China, Brazil and
India still offer room for growth.
For the industry, Asia accounts for
nearly two-thirds of global orders,
up from half before the financial
crisis, he said.

China’s stimulus package won’t
result in a spike in orders for Als-
tom, but will guarantee that previ-
ous plans won’t be derailed by lack
of financing, company executives
said. Alstom, which makes high-
speed trains as well as power-gen-

eration units, has sizable market
shares in China in supplying hydro-
electric turbines, boilers and the
conventional power-generating
parts of nuclear power plants.

The transportation unit has
benefited from increased invest-
ment in rail infrastructure in
China, and is in talks with the Chi-
nese government about a new gen-
eration of super-high-speed trains
that’s now under development.

Mr. Joubert said Alstom re-
mains interested in buying back
French nuclear-engineering group
Areva’s transmission and distribu-
tion unit, which it sold to Areva in
2004. “We think this activity will
fit perfectly in the portfolio,” he
said. “If Areva shareholders are in-
terested to sell, we are certainly in-
terested to buy.”

Areva, the world’s largest nu-
clear power-plant building com-
pany by revenue, has been strug-
gling to fund its building plans,
even though it is in advanced talks
to sell reactors in the U.S., U.K. and
India and has already won orders
in China, where a massive expan-
sion is under way with some 20 re-
actors under construction or in
the bidding phase.

Analysts suggest that Areva’s
transmission and distribution unit
could be sold for as much as Œ5 bil-
lion ($6.5 billion).
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 29.60 $25.50 –0.24 –0.93%
Alcoa AA 29.50 8.90 0.26 3.01%
AmExpress AXP 32.30 20.97 1.54 7.93%
BankAm BAC 540.20 8.82 0.56 6.78%
Boeing BA 5.90 37.93 0.63 1.69%
Caterpillar CAT 15.90 32.45 0.00 0.00%
Chevron CVX 11.90 65.53 1.78 2.79%
Citigroup C 344.60 3.20 –0.05 –1.54%
CocaCola KO 13.30 42.92 –0.01 –0.02%
Disney DIS 13.70 19.63 0.23 1.19%
DuPont DD 9.10 27.46 –0.28 –1.01%
ExxonMobil XOM 27.90 65.71 0.96 1.48%
GenElec GE 90.50 11.88 0.08 0.68%
GenMotor GM 32.30 1.62 –0.07 –4.14%
HewlettPk HPQ 13.80 34.76 0.08 0.23%
HomeDpt HD 17.20 25.76 –0.41 –1.57%
Intel INTC 71.40 15.53 –0.14 –0.89%
IBM IBM 8.80 101.42 –1.13 –1.10%
JPMorgChas JPM 84.80 33.21 1.31 4.11%
JohnsJohns JNJ 13.30 51.40 0.22 0.43%
KftFoods KFT 10.90 22.27 –0.17 –0.76%
McDonalds MCD 9.50 55.30 1.05 1.94%
Merck MRK 34.50 23.23 0.26 1.13%
Microsoft MSFT 71.50 18.92 0.14 0.75%
Pfizer PFE 83.60 13.28 0.24 1.84%
ProctGamb PG 11.10 49.32 –0.28 –0.56%
3M MMM 5.80 54.21 1.15 2.17%
UnitedTech UTX 7.60 48.04 1.15 2.45%
Verizon VZ 14.90 31.00 0.09 0.29%
WalMart WMT 15.60 48.86 –0.10 –0.20%

Dow Jones Industrial Average P/E: 30
LAST: 7957.06 s 70.49, or 0.89%

YEAR TO DATE: t 819.33, or 9.3%

OVER 52 WEEKS t 4,891.89, or 38.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
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

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

Stena Aktiebolag "1,120" –36 –38 –42 Dong Energy AS 168 4 2 9

Glencore Intl AG "1,071" –25 –56 –243 Ladbrokes PLC 295 4 –7 –51

Portugal Telecom Intl  143 –24 –17 0 Zurich  163 5 13 9

WPP 2005 384 –21 –27 –46 Cable & Wireless PLC 273 5 –7 –40

Portugal Telecom SGPS SA 145 –19 –15 6 Aegon N.V. 394 5 15 –62

Cie de St Gobain 255 –18 –30 –61 Diageo PLC 82 6 6 7

BCO de Sabadell SA 282 –16 –30 –53 Bertelsmann AG 300 6 –23 –53

Peugeot SA 334 –14 18 –53 Sol Melia SA 783 6 –37 29

Renault 368 –13 24 –31 Norske Skogindustrier ASA 1159 8 2 –79

Alcatel Lucent "1,025" –13 –111 –500 Rhodia 1169 12 –78 –226

Source: Markit Group

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

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

Credit Suisse Grp Switzerland Banks $44.1 43.20 8.82% –21.1% –43.6%

Rio Tinto U.K. General Mining 37.7 25.71 4.00 –58.5 –15.2

UniCredit Italy Banks 31.2 1.79 2.29 –62.6 –70.2

Total S.A. France Integrated Oil & Gas 113.2 36.60 2.21 –29.8 –33.3

SAP Germany Software 48.7 30.46 1.99 –6.6 –31.2

ABB Switzerland Industrial Machinery $33.7 16.80 –6.67% –45.0 –4.2

Sanofi-Aventis S.A. France Pharmaceuticals 68.5 39.95 –6.22 –20.0 –45.7

ArcelorMittal Luxembourg Iron & Steel 37.9 20.08 –4.27 –64.8 ...

UBS Switzerland Banks 34.9 13.81 –4.10 –56.5 –78.7

GlaxoSmithKline U.K. Pharmaceuticals 82.4 9.87 –3.19 –11.8 –35.6

...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

Royal Dutch Shll 77.1 16.67 1.74% –31.6% –39.5%
U.K. (Integrated Oil & Gas)
Tesco 41.0 3.57 1.62 –13.8 10.8
U.K. (Food Retailers & Wholesalers)
Assicurazioni Gen 27.8 15.11 1.34 –47.4 –44.8
Italy (Full Line Insurance)
BP 138.0 4.57 1.33 –20.5 –33.1
U.K. (Integrated Oil & Gas)
Novartis 96.0 42.10 1.20 –18.6 –41.2
Switzerland (Pharmaceuticals)
ENI 78.3 14.98 1.08 –38.3 –38.6
Italy (Integrated Oil & Gas)
British Amer Tob 47.4 16.01 1.07 –20.9 13.9
U.K. (Tobacco)
BHP Billiton 45.2 13.85 0.95 –25.1 21.7
U.K. (General Mining)
Unilever 32.6 14.55 0.90 –31.0 –24.4
Netherlands (Food Products)
Daimler 33.2 26.35 0.63 –46.4 –41.2
Germany (Automobiles)
Soc. Generale 28.1 37.08 0.22 –49.7 –67.3
France (Banks)
E.ON 58.7 22.50 –0.22 –47.3 –27.3
Germany (Multiutilities)
Telefonica S.A. 91.6 14.93 –0.27 –19.1 17.4
Spain (Fixed Line Telecoms)
Barclays 26.6 2.17 –0.34 –51.0 –67.3
U.K. (Banks)
AXA S.A. 32.0 11.73 –0.34 –49.0 –59.3
France (Full Line Insurance)
Koninklijke Phlps 16.3 12.87 –0.39 –46.2 –53.9
Netherlands (Consumer Electronics)
Iberdrola S.A. 37.8 5.80 –0.51 –39.6 –9.8
Spain (Conventional Electricity)
Anglo Amer 26.0 13.25 –0.53 –61.1 –44.0
U.K. (General Mining)
BG Grp 53.6 10.26 –0.68 –19.7 34.8
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 34.9 2.26 –0.99 –53.0 –52.4
Italy (Banks)

Deutsche Telekom 49.1 8.63 –1.20% –22.8% –39.4%
Germany (Mobile Telecoms)
Bayer 38.6 38.70 –1.25 –27.9 5.3
Germany (Specialty Chemicals)
Banco Bilbao Viz 38.4 7.85 –1.26 –44.1 –54.2
Spain (Banks)
L.M. Ericsson Tel B 27.5 76.90 –1.28 23.6 –41.7
Sweden (Telecoms Equipment)
Diageo 31.4 7.80 –1.33 –24.8 –14.8
U.K. (Distillers & Vintners)
GDF Suez 69.3 24.23 –1.46 –43.0 –15.1
France (Multiutilities)
Nestle S.A. 122.1 36.96 –1.65 –25.4 –3.1
Switzerland (Food Products)
Roche Hldg Part. Cert. 81.8 134.90 –1.82 –22.7 –29.7
Switzerland (Pharmaceuticals)
Astrazeneca 48.3 22.76 –1.94 7.4 –25.5
U.K. (Pharmaceuticals)
ING Groep 16.7 6.15 –1.99 –74.0 –81.1
Netherlands (Life Insurance)
HSBC Hldgs 115.5 4.60 –2.13 –38.3 –44.3
U.K. (Banks)
Allianz SE 41.6 70.43 –2.21 –45.0 –47.5
Germany (Full Line Insurance)
Siemens 55.8 46.80 –2.24 –36.7 –39.5
Germany (Diversified Industrials)
Nokia 55.6 11.22 –2.26 –38.2 –39.0
Finland (Telecoms Equipment)
Deutsche Bk 29.5 39.57 –2.37 –47.6 –59.3
Germany (Banks)
Vodafone Grp 104.3 1.23 –2.39 –22.1 –5.9
U.K. (Mobile Telecoms)
Banco Santander 69.4 6.52 –2.40 –48.3 –42.4
Spain (Banks)
France Telecom 55.1 16.15 –2.42 –18.2 –13.3
France (Fixed Line Telecoms)
BASF 30.9 25.79 –2.68 –45.0 –24.4
Germany (Commodity Chemicals)
BNP Paribas S.A. 43.6 36.66 –2.89 –46.4 –51.6
France (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.00% -0.46% 0.8% 2.5% -5.3%
Event Driven 0.45% -0.20% 0.3% 2.0% -26.9%
Distressed Securities 0.53% 0.23% -7.4% -10.2% -40.6%
Equity Market Neutral -0.05% -1.10% -2.4% -2.5% -10.3%
Equity Long/Short -0.44% -1.05% -3.0% -1.2% -17.1%

*Estimates as of 04/22/09, 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 1.56 101.35% 0.02% 1.87 1.46 1.63

Eur. High Volatility: 11/1 2.97 103.39 0.04 3.89 2.82 3.36

Europe Crossover: 11/1 8.66 103.78 0.10 9.71 8.22 9.01

Asia ex-Japan IG: 11/1 3.29 100.91 0.04 3.84 2.97 3.30

Japan: 11/1 3.31 107.59 0.05 4.33 2.86 3.53

 Note: Data as of April 22

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.

Europe, Middle East & Africa: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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By Kyong-Ae Choi

SEOUL—Hyundai Motor Co.
posted a 43% decline in first-quarter
net profit as the global economic
slowdown weighed heavily on sales,
but it expects vehicle sales to re-
cover from the second quarter.

The company’s positive outlook
was echoed by analysts who fore-
cast vehicle sales to get a boost from
the quarter ending in June on sea-
sonal demand and stimulus pack-
ages from various governments.

Hyundai, South Korea’s top car
maker by revenue, said net profit for
the three months ended March 31
fell to 225 billion won ($167 million)
from 392.7 billion won a year ear-
lier, while sales declined 26% to
6.032 trillion won. Operating profit
plunged 71% year-to-year to 153.8
billion won.

“Strong demand for small fuel-ef-
ficient cars and a favorable [dol-
lar/won] exchange rate fell far short
of offsetting a sharp decline in vehi-
cle sales in the first quarter,” said Lee
Soo-young, deputy general manager
of Hyundai’s investor relations team.

The dollar rose 48% to an aver-
age of 1,415.22 won in the first quar-
ter from 955.97 won a year earlier.

Hyundai said it will seek to boost
profitability this year by launching

new models and continuing to ex-
ploit the favorable exchange rate.

Analysts said Hyundai is now at a
critical juncture when it has to trans-
form the current crisis into a
“golden” opportunity to emerge as a
competitive car maker.

“Hyundai has taken the right
step when it spent more on market-
ing in exploring new markets, while
benefiting from a weak won,” said
Kang Sang-min at Tong Yang Securi-
ties, adding that Hyundai’s market-
ing costs rose to 340 billion won in
the first quarter from 230 billion
won a year earlier.

The company is looking to raise
its U.S. market share to more than
5% this year from 4.3% in the first
quarter with fuel-efficient vehicles

and differentiated marketing strate-
gies, said T.H. Chung, senior execu-
tive vice president of the financial
and accounting division.

South Korea’s stimulus package,
which will take effect May 1 and end
Dec. 31, will provide a 70% discount
on consumption, registration and ac-
quisition taxes for new car pur-
chases. The company and analysts
said the temporary program will
likely boost South Korean carmak-
ers’ results this year.

Hyundai’s domestic market share
was at 51.7% as of end-March. The
company posted an 18% drop in do-
mestic sales and a 12% decline in ex-
ports for the quarter ended March,
bringing total sales to 616,325 units,
a 14% decline from a year earlier.

Hyundai profit falls 43%
Despite sales decline,
auto maker forecasts
a decent second half

Japanese auto makers cut
their domestic production

By Jeffrey McCracken

The U.S. Treasury, in an escalat-
ing back-and-forth that may deter-
mine whether Chrysler LLC avoids
liquidation, has quickly responded
to Chrysler lenders that rejected an
earlier Treasury bid to slash the car
maker’s debt.

The Treasury now proposes that
the banks and other lenders accept
as payment 22% of the $6.9 billion
they are owed plus a 5% equity stake
in Chrysler, said several people fa-
miliar with the matter.

That is up from an earlier Trea-
sury proposal that the banks and
other lenders accept 15% of what
Chrysler owes them and receive no
Chrysler stock.

The lenders, which include Citi-
group Inc. and J.P. Morgan Chase &
Co., rejectedthat offer outright and in-
stead proposed Monday they get paid
about 65% of the debt, or about $4.5
billion. In addition, the lenders sought
a 40% Chrysler stake and a seat on the
company’s board, according to a copy
of the proposal provided by individu-
als outside the lenders group.

The new government offer
leaves the U.S. and Chrysler lenders
at least $3 billion apart with one
week left before an April 30 Trea-
sury deadline to determine the auto
maker’s fate.

The two sides are also far apart
in how big an ownership stake the
lenders would get in a restructured
Chrysler.

If concessions can’t be reached
with the lenders and the United Auto
Workers union by the deadline, the
company will likely be forced to liqui-
date in bankruptcy court.

Chrysler lenders given new offer

By Sharon Terlep

General Motors Corp., hit by a
sharp and prolonged sales decline,
will slash production by 25% this
summer as it temporarily idles 13
North American assembly plants.

GM North American chief Troy
Clarke said Thursday the shutdown
is the biggest he can recall for the
auto maker, struggling to survive on
government loans.

The company will build 190,000
fewer vehicles between now and
July as it idles plants for up to eight
weeks.

Affected factories build slow-sell-
ing and outdated models such as the
Cadillac STS sedan and full-size
SUVs like the Chevrolet Suburban.
But plants building newer models,
including the recently launched
Chevrolet Traverse crossover, also
are on the list.

The move comes as a deadline im-
posed by the Obama administration
to dramatically restructure or go
bankrupt nears. While the company
scrambles to avoid a bankruptcy,
Chief Executive Fritz Henderson has
said in recent weeks a Chapter 11 fil-
ing is becoming more “probable.”

Mr. Clarke said GM consulted
with the administration’s auto task
force on the decisions, but was not
pressed into making the cuts.

“It was an internal decision,” he
said.

Halting production will further
erode revenue for GM, which has
been burning through billions of dol-
lars in the worst sales environment
in decades. GM’s sales are down 40%
through March compared to last
year.

The cost of continuing to pump
out cars and trucks, however, would
be greater. The auto maker is sad-
dled with excess inventories, which
already are heavily discounted. And
dealers must pay interest on vehi-
cles that sit on lots. “The units don’t
get better while they’re sitting up
there,” Mr. Clarke said.

GM said the downtime also will
protect the company against a parts
shortage should Delphi Corp., the
company’s bankrupt former parts
arm, fail to continue operating.

The auto maker, in a news re-
lease, said lenders to Delphi have re-
jected a proposal that would have re-
solved Delphi’s bankruptcy case and
ensures the supply of parts to GM.

“We’re trying to protect our-
selves,” Mr. Clarke said.

GM’s hourly workers, repre-
sented by the United Auto Workers,
will get most of their pay during the
shutdown from a combination of
state unemployment benefits and
payments from GM.

GM to slash output 25%,
idle 13 plants in summer

Hyundai Motor
Net profit, in billions of won

1Q
2008 ’09

2Q 3Q 4Q 1Q

Source: the company
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plant in Jeonju, South Korea
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Bloomberg News

By Yoshio Takahashi

TOKYO—Three of Japan’s biggest
auto makers cut domestic produc-
tion sharply last month as they
moved to reduce inventories amid
stagnant demand in major markets.

Toyota Motor Corp. and Nissan
Motor Co. cut output by more than
half in March from a year earlier,
while Honda Motor Co.’s output
sank 40% as exports from Japan
slumped to other Asian countries,
the U.S. and Europe.

However, the production cut-
back was in line with the car makers’

plans, and some industry observers
see signs that the downturn in their
domestic output could bottom soon.

Goldman Sachs Wednesday
raised its forecast for global vehicle
sales this year to a 13% decline from
an 18% fall because of the impact of
government support for global auto
industries.

China and India have lifted auto
sales with measures such as tax relief,
Goldman Sachs analyst Kota Yuzawa
said. “Subsidies may be seen as eating
into future demand, but we empha-
size the benefits for capacity utiliza-
tion during a demand slump,” he said.

FOCUS ON AUTOMOBILES

In associationwith
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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.

3.12% 9 World -a % % 163.90 0.35%–42.5% 5.12% 10 U.S. Select Dividend -b % % 476.61 –0.88% –40.0%

2.83% 14 Global Dow 1053.80 0.35% –33.9% 1462.33 0.75% –45.0% 4.82% 14 Infrastructure 1184.80 –0.09% –27.6% 1475.89 0.31% –39.7%

4.10% 16 Stoxx 600 191.50 –0.46% –39.7% 186.58 –0.22% –49.9% 2.27% 7 Luxury 676.50 0.03% –26.1% 749.35 0.42% –38.5%

4.23% 13 Stoxx Large 200 205.50 –0.65% –39.9% 199.16 –0.40% –50.1% 1.85% 8 BRIC 50 302.00 1.80% –36.5% 376.15 2.20% –47.2%

3.33% -25 Stoxx Mid 200 175.60 0.43% –38.3% 170.17 0.68% –48.8% 4.01% 9 Africa 50 586.40 0.63% –44.7% 486.34 1.03% –54.0%

3.62% 13 Stoxx Small 200 110.10 0.53% –38.6% 106.69 0.78% –49.0% 5.84% 6 GCC % % 1176.86 –0.93% –59.8%

4.15% 13 Euro Stoxx 210.80 –0.82% –41.5% 205.42 –0.58% –51.4% 3.78% 9 Sustainability 643.30 –0.34% –34.2% 706.42 –0.41% –45.5%

4.24% 10 Euro Stoxx Large 200 225.20 –1.03% –41.6% 218.03 –0.78% –51.5% 2.94% 10 Islamic Market -a % % 1438.22 0.29% –38.4%

3.73% -15 Euro Stoxx Mid 200 195.20 0.13% –40.8% 188.92 0.37% –50.8% 3.21% 10 Islamic Market 100 1431.60 –0.48% –22.4% 1593.46 –0.55% –35.7%

3.79% 9 Euro Stoxx Small 200 119.90 0.30% –40.4% 116.03 0.55% –50.4% 3.21% 10 Islamic Turkey -c % % % %

6.96% 5 Stoxx Select Dividend 30 1100.60 –1.34% –53.3% 1228.83 –1.10% –61.2% 2.47% 11 DJ U.S. TSM % % 8582.00 –0.67% –38.7%

6.65% 7 Euro Stoxx Select Div 30 1261.50 –1.37% –54.1% 1413.94 –1.13% –61.8% % DJ-AIG Commodity 115.90 –0.40% –37.5% 109.83 –0.16% –48.1%

*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 1.4035 2.0505 1.2114 0.1680 0.0417 0.2111 0.0143 0.3294 1.8319 0.2459 1.1435 ...

 Canada 1.2274 1.7931 1.0594 0.1469 0.0365 0.1846 0.0125 0.2880 1.6019 0.2150 ... 0.8745

 Denmark 5.7077 8.3387 4.9266 0.6832 0.1698 0.8585 0.0583 1.3395 7.4497 ... 4.6504 4.0667

 Euro 0.7662 1.1193 0.6613 0.0917 0.0228 0.1152 0.0078 0.1798 ... 0.1342 0.6242 0.5459

 Israel 4.2610 6.2251 3.6779 0.5101 0.1267 0.6409 0.0435 ... 5.5615 0.7465 3.4717 3.0360

 Japan 97.9100 143.0416 84.5108 11.7204 2.9119 14.7271 ... 22.9782 127.7921 17.1540 79.7735 69.7609

 Norway 6.6483 9.7128 5.7385 0.7958 0.1977 ... 0.0679 1.5603 8.6774 1.1648 5.4168 4.7369

 Russia 33.6240 49.1230 29.0225 4.0250 ... 5.0575 0.3434 7.8911 43.8860 5.8910 27.3956 23.9571

 Sweden 8.3538 12.2045 7.2106 ... 0.2484 1.2565 0.0853 1.9605 10.9034 1.4636 6.8064 5.9521

 Switzerland 1.1586 1.6926 ... 0.1387 0.0345 0.1743 0.0118 0.2719 1.5121 0.2030 0.9439 0.8255

 U.K. 0.6845 ... 0.5908 0.0819 0.0204 0.1030 0.0070 0.1606 0.8934 0.1199 0.5577 0.4877

 U.S. ... 1.4610 0.8631 0.1197 0.0297 0.1504 0.0102 0.2347 1.3052 0.1752 0.8148 0.7125

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 390.00 7.50 1.96% 826.00 314.00
Soybeans (cents/bu.) CBOT 1032.00 –7.00 –0.67% 1,650.00 779.00
Wheat (cents/bu.) CBOT 540.75 12.75 2.41 1,144.75 447.00
Live cattle (cents/lb.) CME 83.475 0.325 0.39 116.700 78.600
Cocoa ($/ton) ICE-US 2,460 70 2.93 3,220 1,932
Coffee (cents/lb.) ICE-US 118.25 0.50 0.42 181.60 106.60
Sugar (cents/lb.) ICE-US 13.67 0.12 0.89 15.99 9.97
Cotton (cents/lb.) ICE-US 52.11 1.32 2.60 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,580.00 105 4.24 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,775 35 2.01 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,484 –14 –0.93 2,390 1,425

Copper (cents/lb.) COMEX 199.10 –6.95 –3.37 372.00 129.95
Gold ($/troy oz.) COMEX 906.60 14.10 1.58 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1278.30 45.10 3.66 2,170.00 690.00
Aluminum ($/ton) LME 1,467.00 22.00 1.52 3,340.00 1,288.00
Tin ($/ton) LME 12,510.00 410.00 3.39 25,450.00 9,750.00
Copper ($/ton) LME 4,548.00 108.00 2.43 8,811.00 2,815.00
Lead ($/ton) LME 1,455.00 16.00 1.11 2,765.00 870.00
Zinc ($/ton) LME 1,445.00 3.00 0.21 2,350.00 1,065.00
Nickel ($/ton) LME 11,500 50 0.44 29,200 9,000

Crude oil ($/bbl.) NYMEX 49.62 0.77 1.58 147.91 40.85
Heating oil ($/gal.) NYMEX 1.3353 –0.0111 –0.82 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.4015 0.0027 0.19 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 3.516 –0.129 –3.54 11.840 3.490
Brent crude ($/bbl.) ICE-EU 50.11 0.30 0.60 150.10 41.72
Gas oil ($/ton) ICE-EU 428.50 –3.00 –0.70 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on April 23
Per In

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

Argentina peso-a 4.8243 0.2073 3.6963 0.2705

Brazil real 2.8872 0.3464 2.2121 0.4521

Canada dollar 1.6019 0.6242 1.2274 0.8148
1-mo. forward 1.6017 0.6243 1.2272 0.8149

3-mos. forward 1.6007 0.6247 1.2264 0.8154
6-mos. forward 1.5985 0.6256 1.2247 0.8165

Chile peso 761.91 0.001312 583.75 0.001713
Colombia peso 3002.35 0.0003331 2300.30 0.0004347

Ecuador US dollar-f 1.3052 0.7662 1 1
Mexico peso-a 17.3823 0.0575 13.3178 0.0751

Peru sol 4.0148 0.2491 3.0760 0.3251
Uruguay peso-e 31.390 0.0319 24.050 0.0416

U.S. dollar 1.3052 0.7662 1 1
Venezuela bolivar 2.80 0.356804 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8319 0.5459 1.4035 0.7125
China yuan 8.9144 0.1122 6.8299 0.1464

Hong Kong dollar 10.1154 0.0989 7.7501 0.1290
India rupee 65.1099 0.0154 49.8850 0.0200

Indonesia rupiah 14207 0.0000704 10885 0.0000919
Japan yen 127.79 0.007825 97.91 0.010213

1-mo. forward 127.75 0.007828 97.88 0.010217
3-mos. forward 127.61 0.007836 97.77 0.010228

6-mos. forward 127.35 0.007852 97.57 0.010249
Malaysia ringgit-c 4.7281 0.2115 3.6225 0.2761

New Zealand dollar 2.3311 0.4290 1.7860 0.5599
Pakistan rupee 105.042 0.0095 80.480 0.0124

Philippines peso 63.446 0.0158 48.610 0.0206
Singapore dollar 1.9594 0.5104 1.5012 0.6661

South Korea won 1754.19 0.0005701 1344.00 0.0007441
Taiwan dollar 44.129 0.02266 33.811 0.02958
Thailand baht 46.328 0.02159 35.495 0.02817

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

Euro zone euro 1 1 0.7662 1.3052

1-mo. forward 1.0003 0.9997 0.7664 1.3048

3-mos. forward 1.0007 0.9993 0.7667 1.3043

6-mos. forward 1.0010 0.9990 0.7669 1.3039

Czech Rep. koruna-b 26.905 0.0372 20.614 0.0485

Denmark krone 7.4497 0.1342 5.7077 0.1752

Hungary forint 298.46 0.003351 228.67 0.004373

Norway krone 8.6774 0.1152 6.6483 0.1504

Poland zloty 4.4712 0.2237 3.4257 0.2919

Russia ruble-d 43.886 0.02279 33.624 0.02974

Sweden krona 10.9034 0.0917 8.3538 0.1197

Switzerland franc 1.5121 0.6613 1.1586 0.8631

1-mo. forward 1.5116 0.6615 1.1582 0.8634

3-mos. forward 1.5099 0.6623 1.1568 0.8644

6-mos. forward 1.5069 0.6636 1.1545 0.8662

Turkey lira 2.1461 0.4660 1.6443 0.6082

U.K. pound 0.8934 1.1193 0.6845 1.4610

1-mo. forward 0.8934 1.1193 0.6845 1.4609

3-mos. forward 0.8933 1.1194 0.6844 1.4611

6-mos. forward 0.8933 1.1195 0.6844 1.4611

MIDDLE EAST/AFRICA
Bahrain dinar 0.4921 2.0322 0.3770 2.6524

Egypt pound-a 7.3561 0.1359 5.6360 0.1774

Israel shekel 5.5615 0.1798 4.2610 0.2347

Jordan dinar 0.9246 1.0815 0.7084 1.4116

Kuwait dinar 0.3814 2.6220 0.2922 3.4222

Lebanon pound 1958.45 0.0005106 1500.50 0.0006665

Saudi Arabia riyal 4.8950 0.2043 3.7504 0.2666

South Africa rand 11.7122 0.0854 8.9735 0.1114

United Arab dirham 4.7941 0.2086 3.6731 0.2723

SDR -f 0.8787 1.1380 0.6732 1.4853

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 600 191.49 –0.89 –0.46% –2.7% –39.7%

 13 DJ Stoxx 50 1934.02 –13.11 –0.67 –6.4% –38.9%

 13 Euro Zone DJ Euro Stoxx 210.82 –1.75 –0.82 –5.4% –41.5%

 9 DJ Euro Stoxx 50 2259.54 –26.15 –1.14 –7.8% –39.9%

 6 Austria ATX 1795.48 –11.77 –0.65 2.6% –55.9%

 12 Belgium Bel-20 1905.37 1.48 0.08% –0.2% –50.7%

 8 Czech Republic PX 824.1 1.8 0.22 –4.0% –47.3%

 12 Denmark OMX Copenhagen 242.37 2.96 1.24 7.2% –39.7%

 10 Finland OMX Helsinki 5406.58 –3.92 –0.07 0.1% –42.1%

 10 France CAC-40 3008.62 –16.62 –0.55 –6.5% –39.0%

 13 Germany DAX 4538.21 –56.21 –1.22 –5.7% –33.5%

 … Hungary BUX 12466.39 –0.73 –0.01 1.8% –44.4%

 5 Ireland ISEQ 2418.48 –27.96 –1.14 3.2% –60.3%

 8 Italy S&P/MIB 18145 59 0.33 –6.8% –46.0%

 7 Netherlands AEX 235.30 –1.58 –0.67 –4.3% –49.5%

 6 Norway All-Shares 281.14 –1.84 –0.65 4.0% –45.9%

 17 Poland WIG 27719.70 288.69 1.05 1.8% –39.7%

 13 Portugal PSI 20 6560.34 –13.85 –0.21 3.5% –40.4%

 … Russia RTSI 820.70 35.57 4.53% 29.9% –61.0%

 8 Spain IBEX 35 8769.2 –64.9 –0.73% –4.6% –35.8%

 15 Sweden OMX Stockholm 238.34 1.49 0.63 16.7% –23.8%

 10 Switzerland SMI 5023.90 –39.80 –0.79 –9.2% –32.7%

 … Turkey ISE National 100 28956.83 Closed 7.8% –33.0%

 9 U.K. FTSE 100 4018.23 –12.43 –0.31 –9.4% –33.6%

 11 ASIA-PACIFIC DJ Asia-Pacific 92.31 1.27 1.39 –1.4% –38.5%

 … Australia SPX/ASX 200 3743.0 74.8 2.04 0.6% –33.0%

 … China CBN 600 21290.95 102.39 0.48 44.2% –28.9%

 13 Hong Kong Hang Seng 15214.46 336.01 2.26 5.7% –40.8%

 13 India Sensex 11134.99 317.45 2.93 15.4% –33.4%

 … Japan Nikkei Stock Average 8847.01 119.71 1.37 –0.1% –34.7%

 … Singapore Straits Times 1859.98 16.57 0.90 5.6% –41.5%

 11 South Korea Kospi 1368.80 12.78 0.94 21.7% –23.9%

 11 AMERICAS DJ Americas 217.58 0.33 0.15 –3.8% –39.8%

 … Brazil Bovespa 45646.79 758.59 1.69 21.6% –29.6%

 14 Mexico IPC 21838.42 358.41 1.67 –2.4% –31.8%

*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 23, 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* 216.01 0.15% –5.1% –40.7%

3.90% 12 World (Developed Markets) 857.49 0.13% –6.8% –40.3%

3.50% 13 World ex-EMU 101.05 –0.24% –6.1% –38.3%

3.70% 13 World ex-UK 861.88 0.09% –6.7% –39.4%

4.90% 10 EAFE 1,132.07 1.07% –8.5% –44.5%

3.90% 9 Emerging Markets (EM) 629.23 0.32% 11.0% –43.0%

5.40% 9 EUROPE 67.10 1.14% –3.4% –37.2%

6.10% 8 EMU 126.91 2.25%–10.7% –49.9%

5.30% 10 Europe ex-UK 74.41 1.63% –4.1% –37.1%

7.00% 7 Europe Value 75.11 2.13% –3.1% –39.6%

4.00% 10 Europe Growth 58.25 0.21% –3.6% –34.7%

5.30% 7 Europe Small Cap 113.21 1.69% 12.1% –39.7%

4.30% 4 EM Europe 182.72 2.65% 15.0% –52.5%

5.70% 7 UK 1,197.77 1.12% –8.9% –29.5%

4.00% 8 Nordic Countries 107.39 3.48% 9.5% –39.5%

3.20% 3 Russia 503.32 2.92% 22.1% –61.8%

4.50% 9 South Africa 538.91 0.00% –6.9% –24.8%

4.70% 10 AC ASIA PACIFIC EX-JAPAN 267.65 –0.59% 8.2% –41.1%

3.00% 20 Japan 515.93 0.04% –2.6% –32.6%

3.20% 10 China 44.23 –2.86% 8.4% –32.0%

1.70% 12 India 424.13 –0.72% 14.9% –33.2%

1.90% 10 Korea 371.50 1.55% 21.0% –20.9%

7.30% 9 Taiwan 216.30 –0.30% 24.8% –34.3%

2.90% 17 US BROAD MARKET 928.39 –0.63% –5.5% –35.4%

2.40% -48 US Small Cap 1,213.18 0.37% –2.7% –32.5%

3.90% 10 EM LATIN AMERICA 2,415.40 1.31% 16.3% –44.0%

*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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VTB’s profit drops 85%
Bank says it can curb
rising loan defaults;
more government aid

Airlines get a boost as fuel prices fall

U.S. defense firms are upbeat

By Andrew Langley

MOSCOW—OAO Bank VTB, one
of Russia’s biggest lenders, said it is
confident it can keep rising loan de-
faults in check, even as it reported a
steep drop in 2008 net profit as the
economic downturn forced it to set
more funds aside to cover bad debts.

As Russia’s first recession in a de-
cade deepens, banks are gearing up
for a spate of loan defaults that Fi-
nance Minister Alexei Kudrin has
called a “second wave” in the coun-
try’s economic crisis.

Officials forecast nonperform-
ing loans at 10% of portfolios by the
end of the year, around three times
their current level, as corporate and
individual borrowers struggle to re-
pay debts amid tight credit condi-
tions and rising unemployment.

“We don’t expect the [2009] al-
lowance for loan impairment to
rise beyond 8% of our total gross
loan portfolio,” state-controlled
VTB said Thursday. “Our current
working assumption is that the per-
centage growth in our loan portfo-

lio in dollar terms this year will be
in the mid-teens.”

London-listed VTB said it is rely-
ing on further government support
in the form of a capital injection in
the autumn valued at 180 billion ru-
bles ($5.31 billion).

As of April, bad debts totaled

3.4% of VTB’s portfolio, Chief Execu-
tive Andrei Kostin told the Kommer-
sant daily this week.

VTB said its net profit fell to $218
million in 2008 from $1.48 billion in
the previous year. Eating into prof-
its were provisions against bad
loans, which VTB increased to $2.48
billion from $526 million as Russia’s
economic outlook soured toward
the end of last year.

Analysts at Moscow-based bank
UralSib said VTB would have posted
a net loss for the year without new
accounting rules boosting its securi-
ties-trading book and a $349 million
gain from buying back its own Euro-
bonds inexpensively from hedge
funds desperate to unload holdings
at big discounts.

“Overall, the bank remains loss-
making, and we expect the upcom-
ing quarterly results to also be dis-
torted by one-offs and not truly re-
flect VTB’s business picture,” the
UralSib analysts wrote.

VTB also warned that margins
are likely to fall this year. “Given cur-
rent central bank interest-rate poli-
cies and the likelihood of continued
tough macroeconomic conditions,
we expect interest margins to come
under pressure,” it said. “Our focus
for the year ahead will be on support-
ing customers through these diffi-
cult times.”

GLOBAL BUSINESS BRIEFSCORPORATE NEWS

Bank VTB says it is relying on a capital
injection of $5.31 billion in the fall.

AkzoNobel NV

Dutch coatings and chemicals
company AkzoNobel NV swung to a
net loss in the first quarter as de-
mand dropped in all its divisions in
every region. The maker of Dulux
paints and Liquid Nails adhesive re-
ported a net loss of Œ7 million ($9
million), compared with a net profit
of Œ105 million a year earlier as reve-
nue fell 13% to Œ3.27 billion. Reve-
nue at its decorative-paints busi-
ness dropped 11% to Œ1.02 billion. It
was down 14% to Œ968 million at per-
formance coatings and fell 11% to
Œ1.29 billion at its specialty-chemi-
cals business. Margins fell despite
cost-cutting. AkzoNobel declined to
give a 2009 outlook, but repeated its
medium-term target of a margin for
earnings before interest, taxes, de-
preciation and amortization of 14%
by the end of 2011.

Areva SA

French nuclear-engineering com-
pany Areva SA said Thursday that
revenue in the first quarter of 2009
rose 8.5% from a year earlier to Œ3 bil-
lion ($3.9 billion) and confirmed its
previous forecast that operating in-
come, revenue and order backlogs
will rise in 2009. “The growth en-
gines for first-quarter revenue were
the Reactors & Services division and
the Transmission & Distribution divi-
sion, with growth of 9.2% and 16.1%,
respectively,” Paris-based Areva
said in a statement. Revenue outside
France was buoyant, rising to Œ2.03
billion from Œ1.86 billion in the first
quarter. This year’s sales outside
France represent 68% of total reve-
nue. Areva, which is 91% state-con-
trolled, is the world’s largest manu-
facturer of nuclear reactors.

—Compiled from staff
and wire service reports.

Continental AG

Weak customer demand
leads to short-time program

German automotive supplier
Continental AG, which is being
taken over by Schaeffler Group KG,
said Thursday that 25,000 workers
will be on short-time work hours by
the end of April due to weak cus-
tomer demand. Chief Executive Karl-
Thomas Neumann told the compa-
ny’s annual general meeting that it
could take up to five years for de-
mand to recover to the level seen in
2007, before the global economic
downturn. In 2008, the company re-
duced its workforce by a total of
8,000 and cut around 5,000 contract
positions. By the end of March this
year, the company had cut another
6,000 jobs world-wide. Meanwhile,
several thousand Continental em-
ployees marched in Hannover to pro-
test two possible factory closures in
Germany and France.

A WSJ NEWS ROUNDUP

Airlines got a boost in the first
quarter from declining fuel prices.

US Airways Group Inc. and Alaska
Air Group Inc. narrowed their losses,
and JetBlue Airways Corp. posted its
first quarterly profit in four years.

US Air, based in Tempe, Ariz., on
Thursday posted a first-quarter loss
of $103 million, or 90 cents a share
compared with a loss of $237 mil-
lion, or $2.58 a share, a year earlier.

Revenue fell 14% to $2.46 billion.
Excluding net special credits

and net realized losses and gains on
fuel hedging transactions, US Air-
ways reported an operating profit
of $8 million.

The carrier’s total costs fell 19%
with fuel expenses diving 54% to
$378 million.

US Air also added to its checked-
baggage fees. US Airways already
charged $15 for the first checked
bag and $25 for the second. But an
extra $5 a bag now will be charged
to passengers who pay those fees
at the airport. Passengers can
avoid the extra $5 charge if they
prepay their baggage fees by
checking in online.

Seattle-based Alaska Airlines
posted a loss of $19.2 million, or 53
cents a share, compared with a net

loss of $37.3 million, or $1.01 a share,
a year early.

Revenue fell 12% to $742.4 mil-
lion as the carrier reduced seat ca-
pacity by 9.3%.

Excluding a fuel-hedge gain of
$10 million, the company’s loss was
70 cents a share.

Alaska Airlines and its com-
muter sister company, Horizon Air,
said they will match most major
U.S. carriers in charging passengers
$15 for the first checked bag, effec-
tive July 7, for tickets purchased be-
ginning May 1.

JetBlue posted net income of $12
million, or five cents a share, com-
pared with a loss of $10 million, or
five cents a share, a year earlier.

Revenue fell 2.8% to $793 million.
JetBlue, Forest Hills, N.Y., paid

31% less for fuel in the latest quar-
ter than a year earlier. The carrier
restructured its fuel hedges last
year so it wasn’t tied to as many
contracts this year as fuel got
cheaper.
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Defense contractors Raytheon Co.
and L-3 Communications Holdings
Inc. reported higher first-quarter re-
sults and said the diversity of their op-
erations leaves them prepared to
weather shifting military priorities.

U.S. Defense Secretary Robert
Gates targeted costly weapons pro-
grams for cutbacks in his 2010 budget
proposal, but increased money for
cybersecurity, unmanned aerial vehi-
cles, battlefield surveillance and com-
munications systems suited for fight-
ing insurgents.

That leaves L-3 “well-positioned
for strategic growth in priority ar-
eas,” such as intelligence, training
and foreign assistance, L-3 Chairman

and Chief Executive Michael T. Stri-
anese said on a conference call.

Unlike some contractors, Ray-
theon and L-3 aren’t dependent on a
handful of big government contracts
for the bulk of their sales. “Our largest
program only makes up only 4% of
our top-line sales,” Raytheon Chief Fi-
nancial Officer David Wajsgras said in
an interview.

Raytheon, Waltham, Mass., on
Thursday posted net income of $460
million, or $1.12 a share, up 15% from
$399 million, or 92 cents a share, a
year earlier.

Revenue rose 9.9% to $5.88 billion.
Raytheon also raised its profit out-

look for the year to $4.55 to $4.70 a
share from $4.45 to $4.60 a share.
The increase reflects share buybacks
as well as strength in missile-sys-

tems, battlefield-electronics and com-
puter-networking operations, Mr.
Wajsgras said.

Raytheon’s funded backlog,
which reflects future work, was
$23 billion at the end of the first
quarter, up about $1 billion from
the end of last year.

L-3 Communications, which has
contracts spanning an array of work
including training foreign militaries
to upgrading government aircraft,
said first-quarter net income rose
4.7% to $201 million, or $1.66 a share,
from $192 million, or $1.51 a share.

Revenue at the New York com-
pany increased 3.7% to $3.64 billion.

L-3 lifted the low end of its full-
year outlook and now forecasts earn-
ing $7.17 to $7.32 a share, up from
$7.12 to $7.32 a share.
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Hypo Real Estate Holding

Germany’s lower house of Parlia-
ment on Thursday established a
committee to investigate whether
the government bungled its at-
tempts to shore up Hypo Real Es-
tate Holding AG before moving to
nationalize it. Opposition lawmak-
ers charge that the government’s
bailout attempts were disorga-
nized and poorly communicated.
Hypo RE has become the most
prominent German victim of the fi-
nancial crisis. The lender ran into
trouble last September after its
Dublin-based unit Depfa Bank PLC
failed to find short-term funding.
Since then, the government has
shored up Hypo RE with loan guar-
antees covering some Œ87 billion
($113 billion) and moved earlier
this month to take over the lender
in an offer valued at Œ290 million.

Vueling Airlines SA

Spanish carrier Vueling Air-
lines SA announced a narrower
first-quarter loss after cutting
routes. The company, which is set
to merge with Iberia Líneas Aéreas
de España SA’s low-cost airline Clic-
kair, also said it would post a full-
year profit. Vueling narrowed its
net loss to Œ6.3 million ($8.2 mil-
lion) from Œ22.6 million a year ear-
lier, while revenue fell 15% to Œ74.1
million. Total costs fell 30%. Vuel-
ing said it expects revenue to rise
and costs to fall sharply in the sec-
ond quarter. Passenger traffic to all
Spanish airports sank 19% in the
first quarter, but Vueling said its
strategic plan, which has cut 15 un-
profitable routes, would lead the
5-year-old airline to its first full-
year operating profit. Separately,
Iberia said it plans to freeze the
wages of its top 140 senior man-
agers in an effort to cut costs.

ITV PLC

U.K. commercial broadcaster
ITV PLC on Thursday set the time-
table for Michael Grade’s exit as
chief executive as it moved to fur-
ther shore up its finances. The com-
pany said it will sell its SDN unit
and separately raise a further £58
million ($84 million) in financing.
However, ITV said it isn’t planning
a further rights issue as it believes
it has adequate liquidity, but
added that it is evaluating “all op-
tions” to improve the strength of
its balance sheet. The company,
which has seen its earnings pum-
meled by the downturn in advertis-
ing, said Mr. Grade will step down
as CEO and become non-executive
chairman as soon as regulatory re-
views are completed. Mr. Grade
was appointed executive chair-
man in early 2007 to help turn the
company’s fortunes around.

Pirate Bay

A defense lawyer in the Pirate
Bay file-sharing case said Thursday
he will demand a retrial after the
judge acknowledged he was a mem-
ber of copyright-protection organi-
zations. A Stockholm court last
week convicted four men behind the
Web site of helping others commit
copyright violations and gave them
one-year prison sentences. They
were also ordered to pay damages of
30 million kronor ($3.6 million) to
entertainment companies, includ-
ing Time Warner Inc.’s Warner
Bros., EMI Group Ltd., Sony Corp.’s
Columbia Pictures and Sony Music
Entertainment. Peter Althin, who
represented Pirate Bay spokesman
Peter Sunde in the case, said he
would request a retrial.

Sodexo SA

Catering and services company
Sodexo SA posted stable profit for
its fiscal first half, boosted by
group-wide cost-cutting and rising
demand from companies for out-
sourced catering. In the six months
ended Feb. 28, net profit remained
stable at Œ219 million ($285 mil-
lion) compared with a year earlier,
despite higher financial charges
linked to acquisitions. Revenue
rose 7.8% to Œ7.63 billion. The news
sent the company’s stock up 6.9%.
Sodexo’s organic growth rate in the
first half stood at 3.7% compared
with 9.2% a year earlier, and the
company said it still aims for an or-
ganic growth rate this year of be-
tween 2% and 5%, along with addi-
tional revenue growth of around 2%
from recent acquisitions.
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MP-TURKEY.SI OT OT SVN 04/22 EUR 21.52 10.2 –38.3 –32.5

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 04/22 USD 10.31 18.2 –26.5 –11.7
Parex Caspian Sea Eq EU EQ LVA 04/22 EUR 2.57 22.4 –70.3 –49.3
Parex Eastern Europ Bd EU BD LVA 04/22 USD 10.31 18.2 –26.5 –11.7
Parex Russian Eq EE EQ LVA 04/22 USD 12.04 39.0 –61.2 –31.4

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 04/23 USD 115.85 4.5 –46.9 –20.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 04/23 USD 110.90 4.2 –47.5 –21.6
PF (LUX)-Biotech-Pca OT EQ LUX 04/22 USD 251.37 –11.8 –22.4 –9.4
PF (LUX)-CHF Liq-Pca CH MM LUX 04/22 CHF 123.98 0.0 1.0 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 04/22 CHF 93.58 0.0 1.0 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 04/22 USD 85.73 5.4 –28.6 –15.2
PF (LUX)-East Eu-Pca EU EQ LUX 04/22 EUR 175.73 31.6 –56.1 –38.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 04/23 USD 102.32 9.8 –52.7 –24.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 04/23 USD 333.58 9.6 –51.9 –24.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 04/22 EUR 75.19 –1.6 –36.9 –27.5
PF (LUX)-EUR Bds-Pca EU BD LUX 04/22 EUR 371.03 –0.6 3.5 0.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 04/22 EUR 282.35 –0.6 3.5 0.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 04/22 EUR 127.31 1.9 –2.1 –2.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 04/22 EUR 89.50 1.9 –2.1 –2.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 04/22 EUR 100.71 11.7 –27.7 –18.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 04/22 EUR 58.39 11.7 –27.6 –18.7
PF (LUX)-EUR Liq-Pca EU MM LUX 04/22 EUR 135.38 0.6 3.1 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 04/22 EUR 97.57 0.6 3.1 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 04/22 EUR 102.22 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 04/22 EUR 100.86 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 04/22 EUR 305.20 –0.2 –40.1 –31.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 04/22 EUR 98.38 –2.7 –37.9 –30.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 04/22 USD 202.02 6.6 –0.3 1.1
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 04/22 USD 137.43 6.6 –0.3 1.1
PF (LUX)-Gr China-Pca AS EQ LUX 04/23 USD 235.06 10.5 –40.5 –12.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 04/23 USD 206.06 7.5 –49.0 –21.1
PF (LUX)-Jap Index-Pca JP EQ LUX 04/23 JPY 8105.80 –0.5 –36.3 –29.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 04/23 JPY 7048.16 –3.5 –40.7 –34.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 04/23 JPY 6866.33 –3.7 –41.1 –34.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 04/23 JPY 3855.10 –1.8 –37.1 –30.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 04/23 USD 169.32 6.9 –44.5 –21.9
PF (LUX)-Piclife-Pca CH BA LUX 04/22 CHF 697.72 1.2 –11.3 –11.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 04/22 EUR 46.62 5.6 –26.8 –26.3
PF (LUX)-Rus Eq-Pca OT OT LUX 04/22 USD 31.72 38.9 –66.7 NS
PF (LUX)-Security-Pca GL EQ LUX 04/22 USD 75.28 5.4 –23.6 –16.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 04/22 EUR 341.17 4.5 –38.0 –30.3
PF (LUX)-US Eq-Ica US EQ LUX 04/22 USD 79.92 –2.1 –33.7 –20.0
PF (LUX)-USA Index-Pca US EQ LUX 04/22 USD 68.06 –6.1 –37.6 –23.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 04/22 USD 514.54 –3.0 6.8 7.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 04/22 USD 377.56 –3.0 6.8 7.0
PF (LUX)-USD Liq-Pca US MM LUX 04/22 USD 130.59 0.3 1.8 2.9
PF (LUX)-USD Liq-Pdi US MM LUX 04/22 USD 85.27 0.3 1.8 2.9
PF (LUX)-USD Sov Liq-Pca OT OT LUX 04/22 USD 101.47 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 04/22 USD 100.76 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 04/22 EUR 101.53 –1.4 –24.9 –19.5
PF (LUX)-WldGovBds-Pca GL BD LUX 04/23 USD 153.40 –6.9 –2.2 5.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 04/23 USD 126.98 –6.9 –2.2 5.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 04/22 USD 38.71 –6.7 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 04/22 USD 8.99 14.7 –27.8 –21.6
Japan Fund USD JP EQ IRL 04/22 USD 13.22 –10.0 –17.5 –14.8

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 04/22 USD 69.45 20.5 –35.3 –17.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 04/22 EUR 523.75 –7.0 –38.5 NS

Core Eurozone Eq B EU EQ IRL 04/22 EUR 621.06 –5.5 –37.9 NS

Euro Fixed Income A EU BD IRL 04/22 EUR 1102.97 –2.6 –9.7 –6.8

Euro Fixed Income B EU BD IRL 04/22 EUR 1172.63 –2.4 –9.1 –6.3

Euro Small Cap A EU EQ IRL 04/22 EUR 891.78 5.2 –41.1 –35.8

Euro Small Cap B EU EQ IRL 04/22 EUR 951.31 5.4 –40.8 –35.4

Eurozone Agg Eq A EU EQ IRL 04/22 EUR 484.25 –2.6 –40.1 –31.2

Eurozone Agg Eq B EU EQ IRL 04/22 EUR 693.05 –2.4 –39.8 –30.8

Glbl Bd (EuroHdg) A GL BD IRL 04/22 EUR 1209.90 1.1 –5.6 –3.1

Glbl Bd (EuroHdg) B GL BD IRL 04/22 EUR 1278.94 1.2 –4.9 –2.5

Glbl Bd A EU BD IRL 04/22 EUR 1019.40 4.0 6.2 –1.1

Glbl Bd B EU BD IRL 04/22 EUR 1080.77 4.2 6.8 –0.5

Glbl Real Estate A OT EQ IRL 04/22 USD 589.22 –11.6 –53.6 –37.0

Glbl Real Estate B OT EQ IRL 04/22 USD 604.94 –11.4 –53.3 –36.7

Glbl Real Estate EH-A OT EQ IRL 04/22 EUR 562.50 –10.3 –50.4 –37.0

Glbl Real Estate SH-B OT EQ IRL 04/22 GBP 52.64 –11.2 –50.7 –36.5

Glbl Strategic Yield A EU BD IRL 04/22 EUR 1220.36 7.9 –18.1 –10.3

Glbl Strategic Yield B EU BD IRL 04/22 EUR 1300.42 8.1 –17.6 –9.8

Japan Equity A JP EQ IRL 04/22 JPY 10381.00 0.4 –36.1 –30.4

Japan Equity B JP EQ IRL 04/22 JPY 11018.00 0.6 –35.7 –30.0

PacBasn (Ex-Jap) Eq A AS EQ IRL 04/22 USD 1375.08 6.9 –43.8 –22.1

PacBasn (Ex-Jap) Eq B AS EQ IRL 04/22 USD 1461.41 7.1 –43.5 –21.7

Pan European Eq A EU EQ IRL 04/22 EUR 706.00 –1.8 –39.8 –30.5

Pan European Eq B EU EQ IRL 04/22 EUR 749.50 –1.6 –39.5 –30.1

US Equity A US EQ IRL 04/22 USD 654.11 –2.2 –39.4 –23.4

US Equity B US EQ IRL 04/22 USD 697.47 –2.0 –39.0 –23.0

US Small Cap A US EQ IRL 04/22 USD 968.67 –3.7 –37.2 –25.7

US Small Cap B US EQ IRL 04/22 USD 1033.49 –3.5 –36.8 –25.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 04/23 SEK 61.51 2.2 –38.1 –29.8

Choice Japan Fd JP EQ LUX 04/23 JPY 44.13 –1.8 –35.7 –31.6

Choice Jpn Chance/Risk JP EQ LUX 04/23 JPY 44.47 –0.7 –43.9 –32.5

Choice NthAmChance/Risk US EQ LUX 04/23 USD 2.97 6.2 –40.8 –23.3

Europe 2 Fd EU EQ LUX 04/23 EUR 0.70 0.8 –42.3 –33.3

Europe 3 Fd EU EQ LUX 04/23 EUR 3.03 –0.7 –43.2 –33.8

Global Chance/Risk Fd GL EQ LUX 04/23 EUR 0.48 2.3 –31.2 –25.5

Global Fd GL EQ LUX 04/23 USD 1.57 –5.7 –43.7 –26.9

Intl Mixed Fd -C- NO BA LUX 04/23 USD 21.32 –7.2 –35.0 –18.8

Intl Mixed Fd -D- NO BA LUX 04/23 USD 15.04 –7.2 –35.0 –17.8

Wireless Fd OT EQ LUX 04/23 EUR 0.11 19.6 –24.0 –19.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 04/23 USD 4.96 9.4 –40.5 –19.0

Currency Alpha EUR -IC- OT OT LUX 04/23 EUR 10.65 –2.5 3.2 NS

Currency Alpha EUR -RC- OT OT LUX 04/23 EUR 10.58 –2.6 2.8 2.4

Currency Alpha SEK -ID- OT OT LUX 04/23 SEK 102.76 –2.7 2.8 NS

Currency Alpha SEK -RC- OT OT LUX 04/23 SEK 115.28 –2.6 2.8 2.4

Generation Fd 80 OT OT LUX 04/23 SEK 6.80 6.5 –18.3 NS

Nordic Focus EUR NO EQ LUX 04/23 EUR 56.75 13.8 –37.5 NS

Nordic Focus NOK NO EQ LUX 04/23 NOK 61.20 13.8 –37.5 NS

Nordic Focus SEK NO EQ LUX 04/23 SEK 65.88 13.8 –37.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 04/23 USD 1.37 –1.5 –38.1 –24.9

Ethical Global Fd GL EQ LUX 04/23 USD 0.58 –5.4 –42.6 –27.6

Ethical Sweden Fd NO EQ LUX 04/23 SEK 34.24 19.1 –17.2 –17.5

Europe Fd EU EQ LUX 04/23 USD 1.52 0.6 –32.6 –27.2

Index Linked Bd Fd SEK OT BD LUX 04/23 SEK 13.07 0.0 3.6 4.1

Medical Fd OT EQ LUX 04/23 USD 2.46 –14.2 –28.2 –20.0

Short Medium Bd Fd SEK NO MM LUX 04/23 SEK 9.23 0.8 2.7 3.0

Technology Fd OT EQ LUX 04/23 USD 1.79 15.1 –29.8 –14.7

World Fd NO BA LUX 04/23 USD 1.64 –1.0 –38.8 –18.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 04/23 EUR 1.27 0.0 1.2 1.7

Short Bond Fd SEK NO MM LUX 04/23 SEK 21.81 1.2 2.8 3.0

Short Bond Fd USD US MM LUX 04/23 USD 2.49 –0.3 0.9 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 04/23 SEK 9.95 –1.1 –2.9 –0.6

Alpha Bond Fd SEK -B- NO BD LUX 04/23 SEK 8.93 –1.1 –2.9 –0.7

Alpha Bond Fd SEK -C- NO BD LUX 04/23 SEK 24.91 –1.2 –3.0 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 04/23 SEK 8.30 –1.2 –3.0 –0.8

Alpha Short Bd SEK -A- NO MM LUX 04/23 SEK 10.98 1.6 3.4 3.4

Alpha Short Bd SEK -B- NO MM LUX 04/23 SEK 10.30 1.6 3.4 3.4

Alpha Short Bd SEK -C- NO MM LUX 04/23 SEK 21.49 1.6 3.2 3.2

Alpha Short Bd SEK -D- NO MM LUX 04/23 SEK 8.93 1.6 3.2 3.2

Bond Fd SEK -C- NO BD LUX 04/23 SEK 41.87 0.8 9.8 6.0

Bond Fd SEK -D- NO BD LUX 04/23 SEK 12.56 0.8 8.6 5.4

Corp. Bond Fd EUR -C- EU BD LUX 04/23 EUR 1.08 –0.7 –8.1 –4.5

Corp. Bond Fd EUR -D- EU BD LUX 04/23 EUR 0.85 –0.7 –8.4 –4.7

Corp. Bond Fd SEK -C- NO BD LUX 04/23 SEK 10.53 –2.0 –13.1 –6.9

Corp. Bond Fd SEK -D- NO BD LUX 04/23 SEK 8.27 –2.0 –13.0 –6.8

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 04/23 EUR 105.67 1.7 6.9 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 04/23 EUR 105.22 1.6 6.5 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 04/23 SEK 1146.80 1.6 6.5 NS

Flexible Bond Fd -C- NO BD LUX 04/23 SEK 21.20 1.6 6.4 4.5

Flexible Bond Fd -D- NO BD LUX 04/23 SEK 12.00 1.6 6.4 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 04/23 SEK 78.13 –2.4 –22.2 –14.8

Global Hedge I SEK -D- OT OT LUX 04/23 SEK 71.40 –2.4 –24.5 –16.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 04/23 USD 1.73 12.5 –44.5 –17.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 04/23 SEK 21.55 28.4 –21.9 –17.8

Europe Chance/Risk Fd EU EQ LUX 04/23 EUR 772.17 1.3 –45.6 –35.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae

Email: am@tni.ae Tel:+971 2 619 2300

MENA Real Estate Acc Fund OT OT ARE 04/16 USD 895.97 –4.7 NS –13.1

UAE Blue Chip Fund Acc OT OT ARE 04/16 AED 5.37 17.0 –55.2 –15.7

n WWW.SGAM.COM
SGAM FUND

Bonds ConvEurope A OT OT LUX 04/22 EUR 27.41 –3.3 –6.8 –1.0

Bonds Eur Corp A OT OT LUX 04/21 EUR 21.35 3.0 –1.9 –2.0

Bonds Eur Hi Yld A OT OT LUX 04/21 EUR 14.55 9.5 –26.5 –19.4

Bonds EURO A OT OT LUX 04/22 EUR 39.66 0.4 6.5 4.2

Bonds Europe A OT OT LUX 04/22 EUR 37.94 0.2 6.4 3.3
Bonds US MtgBkSec A OT OT LUX 04/21 USD 23.11 –9.8 4.8 –2.8
Bonds US OppsCoreplus A OT OT LUX 04/21 USD 32.91 4.4 3.0 4.6
Bonds World A OT OT LUX 04/22 USD 37.56 –5.7 –6.3 4.5
Eq. China A OT OT LUX 04/23 USD 16.31 9.1 –38.1 –13.1
Eq. ConcentratedEuropeA OT OT LUX 04/22 EUR 20.19 –2.0 –40.4 –31.5
Eq. Eastern Europe A OT OT LUX 04/22 EUR 15.47 17.1 –57.3 –37.4
Eq. Equities Global Energy OT OT LUX 04/22 USD 13.40 –6.0 –51.2 –18.6
Eq. Euroland A OT OT LUX 04/22 EUR 8.44 –7.9 –39.9 –31.4
Eq. Euroland MidCapA OT OT LUX 04/22 EUR 14.68 1.9 –44.6 –34.0
Eq. EurolandCyclclsA OT OT LUX 04/22 EUR 14.21 3.4 –34.7 –23.0
Eq. EurolandFinancialA OT OT LUX 04/22 EUR 8.37 –0.7 –48.3 –38.2
Eq. Glbl Emg Cty A OT OT LUX 04/22 USD 6.50 8.7 –50.0 –21.5
Eq. Global A OT OT LUX 04/22 USD 19.85 –5.6 –43.5 –27.9
Eq. Global Technol A OT OT LUX 04/22 USD 4.45 21.7 –28.0 –21.7
Eq. Gold Mines A OT OT LUX 04/22 USD 20.23 –3.3 –34.2 –13.8
Eq. Japan Sm Cap A OT OT LUX 04/22 JPY 862.60 –4.7 –34.7 –37.6
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 04/22 USD 6.54 2.4 –45.6 –21.2
Eq. US ConcenCore A OT OT LUX 04/22 USD 17.46 7.5 –27.7 –15.9
Eq. US Lg Cap Gr A OT OT LUX 04/22 USD 11.62 7.8 –40.5 –22.1
Eq. US Mid Cap A OT OT LUX 04/22 USD 21.90 9.3 –39.4 –18.4
Eq. US Multi Strg A OT OT LUX 04/21 USD 16.18 1.2 –41.5 –25.9
Eq. US Rel Val A OT OT LUX 04/22 USD 15.32 –1.3 –42.5 –30.6
Eq. US Sm Cap Val A OT OT LUX 04/22 USD 12.13 –6.2 –45.7 –34.4
Eq. US Value Opp A OT OT LUX 04/22 USD 12.21 –5.8 –48.3 –34.6
Money Market EURO A OT OT LUX 04/22 EUR 27.29 0.6 3.6 3.8
Money Market USD A OT OT LUX 04/22 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 04/23 JPY 8083.00 –6.1 –41.2 –36.6
YMR-N Japan Fund OT OT IRL 04/23 JPY 9296.00 –1.5 –36.8 –32.2
YMR-N Low Price Fund OT OT IRL 04/23 JPY 12406.00 –4.4 –35.3 –32.8
YMR-N Small Cap Fund OT OT IRL 04/23 JPY 5807.00 –9.5 –39.9 –38.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 04/23 JPY 4168.00 –0.8 –43.7 –35.1
Yuki 77 General JP EQ IRL 04/23 JPY 5781.00 –2.1 –40.9 –33.0
Yuki 77 Growth JP EQ IRL 04/23 JPY 5564.00 –5.9 –43.1 –37.7
Yuki 77 Income AS EQ IRL 04/23 JPY 4860.00 –5.0 –34.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 04/23 JPY 6078.00 –2.6 –38.3 –34.2
Yuki Chugoku Jpn Gro JP EQ IRL 04/23 JPY 4620.00 –9.6 –43.4 –35.8
Yuki Chugoku JpnLowP JP EQ IRL 04/23 JPY 7491.00 –8.5 –32.9 –29.8
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 04/23 JPY 6390.00 –5.6 –42.0 –35.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 04/23 JPY 4208.00 –7.5 –44.6 –35.3
Yuki Hokuyo Jpn Inc JP EQ IRL 04/23 JPY 4809.00 –8.9 –37.2 –31.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 04/23 JPY 4265.00 –9.4 –40.5 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 04/23 JPY 3988.00 –6.1 –48.0 –37.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 04/23 JPY 4232.00 –5.8 –47.8 –39.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 04/23 JPY 5955.00 –2.4 –43.9 –35.6
Yuki Mizuho Jpn Gen OT OT IRL 04/23 JPY 7891.00 –1.6 –37.4 –33.9
Yuki Mizuho Jpn Gro OT OT IRL 04/23 JPY 5838.00 –6.6 –39.3 –36.6
Yuki Mizuho Jpn Inc OT OT IRL 04/23 JPY 7303.00 –8.2 –37.6 –31.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 04/23 JPY 4720.00 –5.3 –39.5 –33.6
Yuki Mizuho Jpn LowP OT OT IRL 04/23 JPY 10875.00 –4.0 –30.3 –28.7
Yuki Mizuho Jpn PGth OT OT IRL 04/23 JPY 7199.00 –5.8 –43.8 –37.1
Yuki Mizuho Jpn SmCp OT OT IRL 04/23 JPY 5607.00 –8.6 –43.0 –37.8
Yuki Mizuho Jpn Val Sel OT OT IRL 04/23 JPY 5080.00 –2.2 –37.1 –31.8
Yuki Mizuho Jpn YoungCo OT OT IRL 04/23 JPY 2315.00 –3.0 –46.3 –46.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 04/23 JPY 4448.00 –1.2 –45.0 –36.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 04/23 JPY 4067.00 –6.8 –43.6 –37.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 04/23 JPY 5001.00 –1.9 –38.6 –33.2

Continued from previous page

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 02/27 EUR 98.64 0.2 –23.0 –9.2

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 04/22 EUR 83.89 –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 04/21 USD 73.81 –15.0 17.4 28.1
Superfund GCT USD* OT OT LUX 04/21 USD 3287.00 –13.2 9.4 14.5
Superfund Gold A (SPC) OT OT CYM 04/21 USD 1065.57 –9.5 –3.7 21.2
Superfund Gold B (SPC) OT OT CYM 04/21 USD 1197.03 –13.5 –4.9 23.6
Superfund Q-AG* OT OT AUT 04/21 EUR 8248.00 –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 04/16 EUR 131.95 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 04/16 USD 285.70 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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Pakistan responds to Taliban advance
Small, ineffective troop deployment is sign of government’s limited options; militants seen gaining territory

Taliban gather during a council meeting with residents in Buner district Thursday.
Pakistan deployed paramilitary troops in an effort to rein in the militants.

By Yochi J. Dreazen

WASHINGTON—The shape of
the Afghan conflict is shifting, as
U.S. reinforcements have brought
hints of progress along the porous
eastern border with Pakistan, while
security conditions in southern Af-
ghanistan continue to deteriorate,
according to U.S. officials.

Senior American commanders
say they believe the war may be
won or lost in southern Afghani-
stan, a Taliban stronghold and one
of the world’s largest opium-pro-
ducing regions, where an esti-
mated 80% of Afghanistan’s insur-
gent violence occurs. A shortage
of U.S. forces has allowed the Tali-
ban to create havens in the south.

“We’re at a stalemate” in the
south, said U.S. Maj. Gen. Michael
Tucker, deputy chief of staff for op-
erations for the American-led
North Atlantic Treaty Organiza-
tion force in Afghanistan. He
didn’t provide figures on worsen-
ing violence.

“We just simply do not have

enough forces to address the
needs of the people down there,”
he said by video link from Kabul.
“The enemy, obviously, is taking
advantage of that posture.”

More than 21,000 new U.S.
forces are expected to deploy to Af-
ghanistan in coming months. The
addition will push U.S. troop lev-
els there to about 65,000, their
highest since the start of the war
in 2001. Most of the reinforce-
ments will be sent to southern Af-
ghanistan, where the U.S. and its
allies are preparing a major offen-
sive against the Taliban.

About 4,000 American rein-
forcements deployed to eastern Af-
ghanistan earlier this year, and se-
nior U.S. commanders said they be-
lieve the additional troops helped
to improve security conditions in
the volatile region.

“We’re approaching what you
could actually, cautiously, term ir-
reversible momentum in the east,”
Gen. Tucker said. He didn’t pro-
vide any figures on that point.
astern Afghanistan has long been

a source of concern for U.S. com-
manders, because militants oper-
ating from havens in Pakistan’s
border areas cross into Afghani-
stan to commit attacks there.

Gen. Tucker said the Pakistani
military’s continuing offensive
against militants in the restive Pa-
kistani border province of Baijur
had contributed to the security
gains in eastern Afghanistan. He
also credited a U.S.-backed pro-
gram that has been creating
armed local militias in the area to
combat the Taliban.

In the south, conditions are
gloomier. U.S. officials estimated
that the Taliban reap hundreds of
millions of dollars a year from nar-
cotics trafficking, giving the group
money to recruit new fighters and
buy sophisticated weaponry.

The Taliban also exert de facto
control over many rural parts of
the south, adjudicating disputes
and running shadow courts and lo-
cal governments.

“The south is the center of grav-
ity for the Taliban,” Gen. Tucker

said. he Obama administration’s
strategy for Afghanistan aims to
stem the Taliban’s momentum.
U.S. officials said they hope the in-
flux of new forces into southern Af-
ghanistan will help to oust the mili-
tants from local strongholds and
prevent their return. he U.S. is ex-

panding its counternarcotics ef-
forts in the south, in an effort to
make it harder for the Taliban to
replenish their coffers. Gen.
Tucker said U.S., NATO and Af-
ghan forces have confiscated more
drugs so far this year than in all of
2008.

U.S. faces more Afghan violence

Pakistan sent a small paramili-
tary force Thursday to an area
seized this week by the Taliban just
110 kilometers from Islamabad, a
modest response that left one police
officer dead and highlighted the gov-
ernment’s paucity of options in
fighting a spreading militancy.

The force of a few hundred
troops from the Frontier Corps—an
often underequipped and poorly
paid force designed to police the
country’s border with Afghanistan—
was too small to seriously challenge
the Taliban fighters who took over
Buner district, home to about one
million people, Tuesday and
Wednesday. The Taliban had ar-
rived from neighboring Swat, a val-
ley north of the capital where the
militant group signed a truce with
the government in February.

The peace deal was supposed to
stop the Taliban’s armed advance
into Pakistan’s heartland and bring
some relief to Swat’s 1.5 million resi-
dents, who had suffered in the fight-
ing between the Taliban and Paki-
stan’s military. Instead, the Taliban
have pushed even further toward the

capital, although Buner isn’t within
striking distance of Islamabad.

The militants’ arrival in Buner
was a violation of the peace accord,
diplomats and analysts said, but Pa-
kistan’s government and military ap-
peared unable to quickly craft an ef-
fective plan to stop them.

Authorities said the Frontier
Corps forces were there only to pro-
tect government buildings and
bridges and declined to say whether
they were sent in response to the Tali-
ban takeover. One Frontier Corps pla-
toon was met with gunfire as it moved
through the district, killing a police of-
ficer accompanying it. Officials de-
clined to say if they knew the identity
ofthe assailants, though suspicion im-
mediately fell on the Taliban.

There was no sign Thursday of
Frontier Corps presence in Buner’s
main town, Duggar, the Associated
Press reported.

Prime Minister Yousuf Raza Gi-
lani told reporters that the govern-
ment remained hopeful the peace
deal in Swat would hold. “We will re-
view our policy if the peace is not re-
stored in Swat,” he said.

How the Pakistan government
handles the growing threat of the
Taliban will affect the future not
just of the nuclear-armed nation of
170 million but of neighboring Af-
ghanistan. There, an expanded U.S.
force is battling against a rising in-
surgency by the Afghan Taliban.

U.S. military officials and policy
makers say that the porous border
with Pakistan is one of their chief ob-
stacles to winning the war. They
also have criticized Pakistan for not
doing enough to prevent insurgents
crossing the border to attack U.S.
troops. If the Taliban continues its
march in Pakistan, it could deflect re-
sources and political attention from
the border to preventing the over-
running of Pakistan itself.

Indeed, even as the Taliban
seized Buner, police and security
agencies were put on high alert in
the neighboring Mardan and Swabi
districts, where Taliban activity is

now reported to be rising. The city
of Mardan, in the district of the
same name, is the third-largest city
in the North West Frontier Province,
where Buner is located. It is consid-
ered the gateway from the mountain-
ous northwest to the plains where Is-
lamabad lies.

“If the Taliban continue their ad-
vances at the current pace they will
soon be knocking at the doors of Is-
lamabad,” said Fazl-ur-Rehman,
who leads the Jamiat-e-ulema-e-Is-
lam, the country’s largest Islamic
party, in remarks to parliament on
Wednesday.

The Pakistani government’s abil-
ity to push back forcefully against
the advance is limited.

A senior military officer said
there was growing pressure from the
army to renew the fight against the
6,000 to 8,000 militants who officials
estimate are now in Swat and Buner.

There is no guarantee the army
would win if hostilities resumed.
Even though it has received huge fi-
nancial backing from the U.S. to im-
prove its military capabilities since
the U.S. terror attacks in 2001, Paki-
stan’s 500,000-strong military re-

mains geared toward the threat of
conventional warfare with India
rather than counterinsurgency. The
militants in Swat fought the army to
a standstill for 18 months before the
peace accord was signed, with 3,000
militants in combat with four times
as many soldiers. The army has no
soldiers currently in Buner.

“We are fully aware of the
present threat posed by terrorism
and are taking all measures to
counter it,” said Maj. Gen. Athar Ab-
bas, chief military spokesman. “Of
course it requires more capacity
building and better techniques to
fight militancy.”

Any military response also
would require the backing of Paki-
stan’s citizenry. “We need public
support to fight militants,” Gen. Ab-
bas said.

So far, that public support has
been lacking. The Swat peace deal
won broad support in Pakistan’s par-
liament and was signed last week by
President Asif Ali Zardari, a move that
formalized the imposition of Sharia
law in the area. Many poorer Paki-
stanis find the Taliban’s promises of
speedy justice and equality attractive.

Pakistan’s populace also has
railed against missile strikes
against militants in the mountains
by U.S. drones. The strikes are
viewed by many as an invasion of
the nation’s sovereignty. Using mis-
sile strikes as close to the capital as
Swat and Buner could provoke a
massive public backlash that ends
up strengthening the Taliban.

Pakistan’s political elite, for its
part, is often more focused on inter-
nal squabbles and power struggles,
critics contend, and still hasn’t
come to appreciate the looming
threat the Taliban poses as it moves
toward the capital.

“These people are savages, yet
we don’t put them behind bars.
Why? If we don’t have the where-
withal to take them on, we should ad-
mit as much and stop making ludi-
crous claims that the enemy will be
defeated in due course,” wrote the
influential Dawn newspaper in an ed-
itorial Thursday. “Striking ‘deals’
with an enemy that is simply buying
time won’t help either. Talibaniza-
tion is not just a threat, it is the real-
ity today. Face it.”

Meanwhile, the Taliban consoli-
dated its control on Buner after tak-
ing over government buildings and
the homes of wealthy landlords, set-
ting up checkpoints and patrolling
roads. Taliban spokesman Muslim
Khan said the militants wouldn’t in-
terfere with Buner’s administration.
But local officials said courts shut
down after Taliban representatives
said Islamic courts would be estab-
lished. The police, the officials
added, have largely melted away.

Senior U.S. officials have made in-
creasingly blunt comments in re-
cent days about the threat the mili-
tants pose to the existence of the Pa-
kistani state. They are calling on the
Pakistani military to fight the Tali-
ban, rather than cutting deals.

“It is important they not only rec-
ognize it [the threat] but take the ap-
propriate actions to deal with it,”
U.S. Secretary of Defense Robert
Gates said Thursday.

 —Jay Solomon in Washington
contributed to this article.

ECONOMY & POLITICS

Adm. Mike Mullen, right, on Wednesday in Wardak province, west of Kabul,
Afghanistan, where U.S. troops deployed for the first time this year.
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By Laura Santini

HONG KONG—A management-
led group dropped its $2.1 billion ef-
fort to take PCCW Ltd. private in a
major victory for Hong Kong regula-
tors long criticized by shareholder
activists as ineffective.

PCCW Chairman Richard Li, who
led the buyout effort, said Thursday
the group would let the offer lapse,
citing the public scrutiny surround-
ing the case. The move
came after an appeals
court voted unanimously
Wednesday to block the
deal, which had been op-
posed by Hong Kong’s Se-
curities and Futures Com-
mission.

“I feel sorry that minor-
ity shareholders have lost
this chance, considering
the overwhelmingly large
vote registered in favor of
the privatization,” Mr. Li
said in a statement. “We
still believe this was the correct deci-
sion for all stakeholders.”

PCCW’s shares dropped 13% to
finish at 3.58 Hong Kong dollars
each. But Mr. Li said the company
would issue a special dividend of
HK$1.30 a share—a payout that
could leave shareholders with as
much or more than the offer once it
is paid out, even as it takes cash off
the company’s balance sheet.

The withdrawal ends a long-run-
ning drama that captivated this fi-
nancial center, pitting regulators ac-
cused of a soft approach toward the
business elite against one of the
city’s top financiers. The deal would
have given Mr. Li’s group the 52% of
the company it doesn’t already own.

But the ruling also created some
uncertainty because the court
hasn’t released its opinion. Some
deal watchers noted the judges
quizzed attorneys for PCCW and the
buyout group on the fairness of an of-
fer made during a market slump,
raising questions about whether
Hong Kong courts could look
askance at similar deals. They also
said the practice of distributing
shares to new investors—a practice
known as “share splitting” in Hong
Kong—would likely dwindle as a re-
sult of the decision.

That practice was at the center
of the court dispute. Under one re-
quirement for the type of deal the
buyout group offered, a buyer must
have the backing of 50% of share-
holders, regardless of the number of

shares they hold. In the weeks be-
fore the February shareholder vote
at which the deal was approved, a
manager at a company once con-
trolled by Mr. Li’s investment vehi-
cle gave thousands of PCCW shares
to new holders.

The SFC and shareholder activ-
ists argued that was an improper ef-
fort to meet the requirement. PCCW
and Mr. Li’s group defended the
handouts, saying the manager pro-

vided them as rewards and
didn’t tell the recipients
how to vote.

Overall, the decision
cheered shareholder activ-
ists, who have accused local
regulators of falling behind
other jurisdictions that have
tightened their oversight
amid the financial crisis.
“Hong Kong needed some
good news with respect to
corporate governance,” said
Jamie Allen, secretary gen-
eral of the Asian Corporate

Governance Association, which is
based here. “On a moral basis, it’s a
good decision, and a lot of people will
welcome it.”

Mr. Allen and others hope that
the PCCW case will provide the impe-
tus for regulators to scrap the head-
count rule. Without that test, PCCW
received overwhelming approval
from shareholders, gaining 83% of
the shares held by independent in-
vestors. On the headcount require-
ment, it received 62% of the number
of shareholders, or 1,403, but those
results would have been much
closer without votes cast by the in-
surance agents who received free
shares.

But some deal watchers ex-
pressed concern at comments by
Justice Anthony Rogers during the
proceedings. He described Mr. Li’s
bid as “pathetic” for shareholders
who may have paid more than
HK$100, the company’s price level
at the height of the dot-com boom
nine years ago.

“We were surprised to see the
judge commenting on the commer-
cial aspects of the deal,” Mr. Allen
said. Several lawyers and investors
said the remarks could hamper fu-
ture deals, especially if the courts
are seen as granting or withholding
approval based on whether an offer
is made when share prices are down.

“It’s unfortunate for the judge to
say something like that,” said Mar-
tin Rogers, a lawyer at Clifford
Chance LLC in Hong Kong, who rep-
resented the buyout group.

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

Management group ends
effort to acquire PCCW

Richard Li

Stress tests flash more red
U.S., banks appear
to be on same page;
big losses looming
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By Robin Sidel

And Marshall Eckblad

Wall Street wasn’t rattled by
newly disclosed details of the U.S.
government’s stress tests of 19
large financial institutions, even
though the banks could face hun-
dreds of billions of dollars in addi-
tional losses.

Federal bank regulators
planned on Friday to start sharing
preliminary results of stress tests
with the banks that have been scru-
tinized since February. The find-
ings are expected to be made public
next week.

Wednesday, analysts scrambled
to assess the implications of the
government’s criteria after The
Wall Street Journal released de-
tails of a confidential document
that the Federal Reserve gave
banks in February. The document
provided details about the formu-
las regulators used to assess loan
losses in a worsening economic en-
vironment.

The criteria the government are
using to assess the financial health
of the banking industry appear to
be roughly in line with standards
some analysts and banks already
are embedding in their own calcula-
tions.

Still, based on those assump-
tions, there is a view banks likely
will face hundreds of billions of dol-
lars in additional losses as the re-
cession wreaks havoc with mort-
gages, credit cards, commercial
real estate and virtually every
other type of loan. Under those as-
sumptions, 13 of the banks undergo-
ing the stress tests could be hit
with $240 billion of losses, accord-
ing to Westwood Capital LLC.

“This seems to be a legitimate
exercise. You could argue with a
percent here or there, but it seems
to be a good stress test,” said Dan
Alpert, managing director of the
New York boutique investment
bank.

One scenario that assumed a
10.3% unemployment rate at the
end of 2010 required banks to calcu-
late two-year cumulative losses of
8.5% on mortgage portfolios, 11%
on home-equity lines of credit, 8%
on commercial and industrial
loans, 12% on commercial real-es-
tate loans and 20% on credit-card
portfolios.

While those figures are worse
than today’s economic environ-
ment, some aren’t too far from esti-
mates analysts and banks already
have disclosed.

But it is difficult to make sweep-
ing assessments of the criteria, in
part because the banks’ loan portfo-
lios vary widely, in areas such as
the underwriting standards used
to make the loans and the bank’s
geographic concentration of the
loans.

Some analysts thought the gov-
ernment’s criteria were tougher
than many had been banking on.

“We believe these stressed loss
assumptions are broadly higher
than most bank investors and ana-
lysts were anticipating,” Ed Najar-
ian, head of bank research at ISI
Group, wrote in a note to clients.

Under those scenarios, he said,
earnings at those banks could be
weaker than expected, and most of
the institutions could require addi-
tional capital.

For J.P. Morgan Chase & Co.,
which is the U.S.’s largest issuer of
credit cards and viewed as among
the strongest banks, the credit-
card stress test of 20% losses over
two years is roughly in line with its
own predictions. The bank re-
ported loss rates of 6.86% on its
cards in the first quarter and esti-
mated that losses may rise as high
as 9.5% by the end of the year,
based on an unemployment rate of
9%.

Although the results aren’t ex-
pected to be fatal to the banking in-
dustry, they are expected to more
clearly separate the strongest
banks from those considered
among the most susceptible to a de-
teriorating economy.

Earlier this past week, Treasury
Secretary Timothy Geithner said

the “vast majority” of banks could
be considered to be well-capital-
ized.

Government officials are ex-
pected to require each bank to have
a buffer of capital above normal lim-
its, but several people familiar with
the matter said banks wouldn’t be
expected to meet a uniform capital
floor. In other words, each bank
will be gauged differently, based on
its own risks and portfolios.

Regional banks with large, con-
centrated portfolios of commercial
real-estate loans are considered
particularly vulnerable. Commer-
cial real-estate defaults have only
recently begun to accelerate, and
most industry observers expect
loss rates to deepen as the reces-
sion lingers.

A number of analysts also noted
that the government’s criteria for
the tests aren’t completely mean-
ingful without an accompanying
forecast for banks’ revenue over
the next two years.

Even banks with high loan-loss
rates can survive the crisis if they
can bring in revenue that exceeds
losses on a quarterly basis.

Although it is difficult to juice
up revenue in a weak economy, a
number of large banks have re-
cently done so by raising fees on
credit cards and other types of
loans.

Also, low interest rates have
spurred a boom in mortgage refi-
nancings, which also pumps up
bank revenue.

Mr. Geithner said on Tuesday
that the government would pro-
vide as much capital as banks need
to continue lending.

He also said banks that need ad-
ditional capital would be encour-
aged to raise it from private
sources.
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Stressed out
Potential bank losses assumed in government tests:

Notes: Cumulative loss assumptions are based upon the most adverse scenario over a two-year period. 
Banks included in analysis are J.P. Morgan Chase, Citigroup, Bank of America, Wells Fargo, SunTrust, 
State Street, KeyCorp, USBancorp, Capital One Financial, Bank of New York Mellon, PNC Financial 
Services Group, Goldman Sachs, and BB&T

Source: Westwood Capital
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A
t the outset of his presi-
dency, as he tried to run a

country in turmoil and economic
distress, Gerald Ford faced a criti-
cal decision: Should he allow an
emotional legal ordeal to pro-
ceed, knowing it would leave the
country mired in a deeply divi-
sive debate left over from the
previous administration, or
should he make a tough decision
to move forward instead?

Democrats now find them-
selves in a very similar position,
this time on the question of
whether terrorism suspects were
tortured.

In Mr. Ford’s case, the issue
was the pending Senate trial of
his predecessor, Richard Nixon.
Mr. Nixon had been impeached by
the House of Representatives for
his role in the Watergate break-in
and cover-up, and had resigned,
paving the way for Vice President
Ford to become President Ford.
But the trial of the former presi-
dent was looming, certain to be a
gripping political spectacle of the
first order.

There was great bloodlust
among Nixon critics who wanted
the trial. Mr. Ford had different
concerns, though. Inflation was
on the loose, the nation’s energy
situation precarious, its interna-
tional reputation sinking.

So he pre-emptively pardoned
Mr. Nixon in hopes of allowing
the country to move on. Mr. Ford
paid an enormous political price
in the short term; indeed, he
probably lost the 1976 election
as a result. But in the long run,
history has vindicated him al-
most entirely.

T
oday’s situation is hardly
identical, of course. The Wa-

tergate break-in and subsequent
cover-up were tawdry domestic
political crimes, while torture
poses broader moral questions
with international implications.
But in their ability to affect how
the government spends its time
and energy, and what price is
paid in the meantime, the quan-
daries are similar.

Right now, the Obama White
House is trying to tame the de-
bate, without killing it off en-
tirely. But that’s tricky, and may
not be working.

Many in the president’s Demo-
cratic Party, particularly its left
wing, want a full-court legal and
political press against those re-
sponsible for harsh interroga-
tions of terror suspects since the
attacks of Sept. 11, 2001. Con-
vinced that the interrogation tac-
tics constituted illegal torture,
many Democrats want trials for
those who conceived and exe-
cuted the strategy during the
Bush administration, or at least
a congressional investigative
commission.

On the other side, a Republi-
can backlash is rapidly develop-
ing, arguing that the interroga-
tion practices did their job and
saved the country from more at-
tacks.

It is hard to escape the feel-
ing that President Barack Obama,
having declared an end to the
controversial techniques, now
would like the matter to just go

away so he can focus on the eco-
nomic crisis. “The president’s big
concern is that we not get
bogged down in a backward-look-
ing debate that becomes a kind
of proxy for all the debates of
the last seven years,” says one of
Mr. Obama’s top advisers. “There
is a lot of pent-up energy around
all these issues, but they can be
very divisive.”

Yet the White House also
knows of the great agitation
among Democrats who want to
hold somebody accountable,
somehow. So, much as it did on
the subject of bonuses for bank
executives receiving federal aid,
the White House appears to be
trying to let its party vent, fear-
ing a backlash if it squashes the
process, but apparently also hop-
ing the hot air will slowly seep
away.

Thus, the president has said
he wants to look forward rather
than backward, has declared that
he doesn’t favor prosecuting Cen-
tral Intelligence Agency interro-
gators who followed the rules
they were given, and declined to
form on his own any kind of in-
vestigative commission.

But Mr. Obama also seems to
know he faces a backlash among
his supporters if he tries to cut
off debate. So he has released
previously secret memos describ-
ing the precise rules for interro-
gations promulgated by the Bush
administration.

A
nd then, this week, he point-
edly didn’t rule out prosecu-

tion of the Bush administration
lawyers who wrote the memos,
saying that decision is up to his
Justice Department. More impor-
tant, Mr. Obama didn’t say the
one thing he could have to cut
off the debate: He didn’t call on
Congress to drop the idea of cre-
ating a special commission to in-
vestigate torture allegations, but
merely said such a commission
should be independent rather
than partisan.

The president’s advisers in-
sist that, though their party
controls Congress, the White
House doesn’t really have the
ability to stop lawmakers from
going down that path, only the
ability to influence how they
might do so. The broader ques-
tion is what that distraction
might do to the president’s
agenda—driving, as it would,
even bigger wedges between
the parties in Congress.

One who has dealt with that
dilemma is Tom Korologos, a
former U.S. ambassador who
worked in the Ford White House
on legislative relations. Mr. Ford,
Mr. Korologos says, “smelled
what could have been a horren-
dous Washington event” in a
Nixon trial. He decided it would
be better for the country to
forgo that event.

More than that, he adds, Mr.
Ford concluded it would better
for his own agenda: “We were in
the middle of an inflation fight.
We were in the middle of a lot of
international issues. It would
have sucked the air out of a
whole lot of goals he pursued.”

That is the danger Mr. Obama
faces as well.

The economy’s next move
A look at history
shows three scenarios
along with their odds

Euro zone’s economy contracts

By David Wessel

There is no doubt where the econ-
omy is now. “By any measure, this
downturn represents by far the deep-
est global recession since the Great
Depression,” the International Mon-
etary Fund declared Wednesday.

But there’s more
than the usual un-
certainty about

where it is going. The key is the U.S.
Even though its slice of the world
economy is smaller than it once was,
it’s still huge. The U.S. led the world
into the abyss, and it will lead the
world economy out of it.

But how fast and when?
The alphabet can help to imagine

the possibilities and the path of the
economy. There’s the letter V: the
kind of quick rebound that usually fol-
lows a deep recession. Or U: a longer
recession and slow recovery. There is
L: years of painfully slow growth.
And W: a temporary upturn as the
economy feels the jolt of fiscal stimu-
lus that quickly wears off. Finally,
there’s the big D, not the shape but an-
other Great Depression.

With history a guide, consider
three starkly different scenarios.

The V

The late Victor Zarnowitz, a stu-
dent of the business cycle, had a rule:
“Deep recessions are almost always
followed by steep recoveries.” The
mild recession of the early 1990s and
early 2000s were followed by mild re-
coveries. But the U.S. economy grew
faster than a 6% pace in the four quar-
ters after the deep 1973-75 recession
and faster than a 7.75% pace after the
even deeper 1980-82 downturn.

“In deep recessions,” says Michael
Mussa of the Peterson Institute for In-
ternational Economics, “there is usu-
ally a growing sense of gloom as the
recession deepens.” Then the forces
that triggered recession—say, plung-
ing home prices—abate. The adrena-
lineof tax cuts and government spend-
ing kicks in. With inventories so lean,
the slightest uptick in demand
prompts a sharp increase in produc-
tion, andthe natural dynamism of cap-
italism reasserts itself.

“Experience suggests all of this
should work, and I believe it will,” Mr.
Mussa predicts. Governments have
administered huge doses of fiscal and
monetary stimulus. Home-building
and car-buying are so low they can’t

fall much further. Many consumers
shy away from buying because
they’re frightened, not broke, and
that state of mind can change quickly
and liberate pent-up demand.

But the Federal Reserve caused
the deep recessions of the 1970s and
1980s when it put its foot on the
brake to stop inflation; it ended them
when it let up. This time, Fed has its
foot to the floor and the economy is
still slowing. And so much stock-mar-
ket and housing wealth has evapo-
rated that a quick turn in consumer
spirits seems unlikely. Plus, the re-
pair of the banks remains far from
complete, restraining lending.

The odds of the V: 15%.

The Big D

If one asked a roomful of econo-
mists two years ago to put odds on a
repeat of the Great Depression,
nearly all would have said zero. In
early March, The Wall Street Journal
posed the question to about 50 fore-
casters—defining depression as a de-
cline in output per person of more
than 10%, four times worse than the
decline the IMF anticipates. On aver-
age, they put odds at one in seven; sev-
eral put them above one in four.

“This is a Depression-sized event,”
says economic historian Barry Eichen-
green of the University of California at
Berkeley,citingthe globaldeclinein in-
dustrial production and world trade.
The big difference: In 1929, govern-
ments dithered, or worse. In 2009,
they’ve rushed to the rescue.

To go from today’s deep recession
to a depression something would
have to go wrong. It could be a finan-
cial catastrophe on the scale of last
fall’s bankruptcy by Lehman Broth-
ers or another panic-inducing event.
Or a crash in the dollar, one that
forces interest rates up at just the
wrong moment. Or it could be politi-
cal gridlock that stops governments
in the U.S. or Europe from spending

enough to fix the banks before a big
one fails, or keeps them for doing
more on the fiscal or monetary fronts
as the economy deteriorates.

Or it could be virulent deflation
that pulls down prices and incomes,
making debts, which don’t fall when
prices do, a heavier burden. The text-
book remedy is easy money and big
government deficits. But so much of
that has been tried it’s easy to ques-
tion its efficacy or to imagine resis-
tance around the world to doing.

The odds of the big D: 20%.

The L

For a decade after its stock mar-
ket and real-estate bubble burst in
1990, Japan bumped along at an an-
nual growth of just 0.5%. It was
dubbed the Lost Decade, and it
could happen in the U.S. The reces-
sion ends but the economy plods
along, growing too slowly to bring
down unemployment for years.

As the IMF observed this week, re-
coveries following recession caused
by financial crises are “typically
slower.” Those following recessions
that occur simultaneously across the
globe “have typically been weak.”
Back in the 1990s, as U.S. banks strug-
gled, the Fed talked a lot about “finan-
cial headwinds.” Those were zephyrs
compared to the gale-force winds
that the economy confronts today.

If financial markets stabilize but
don’t improve steadily, or if housing
prices continue to drift down, or if
confidence remains shaky, the U.S.
economy could languish for a time.
American consumers, once known
for spending in the face of prosperity
or adversity, could finally decide to
prepare for retirement by saving
more, having just learned that nei-
ther 401(k) retirement accounts nor
home values rise inexorably. And the
U.S. can’t count on increasing ex-
ports, the solution when emerging-
market economies run into financial
trouble and the reason Japan didn’t
do even worse in the 1990s. The rest
of the world is in no shape to buy.

An unfolding depression could
scare Congress to act boldly, but the
L is less ominous—and perhaps more
likely as a result. There would be
months when the economy appeared
to be strengthening so the tempta-
tion to wait-and-see would be strong.

Put the odds of the L at 55%. That
adds to 90%. So put 10% odds on the
U, less pleasant than the euphoric V
but far less painful than a Lost De-
cade. That’s the rough consensus of
economic forecasters; it means U.S.
unemployment grows for another
year and a half.

Bottom line: The odds favor a
long slog.

Ford closed the book on Watergate
to focus on looming U.S. crises
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Deeper decline
How the current global recession 
compares with three recent deep 
downturns

*Purchasing power parity weighted
Source: International Monetary Fund

  Average
 2009 (1975, 1982,
 projected 1992)

Per capita –2.5% –0.4%
output*

Industrial –6.23% –2.01%
production

Total trade –11.75% 0.48%

Unemployment 2.56 1.18
rate (pct. pt. chg.)

CAPITAL

By Nicholas Winning

LONDON—The euro zone proba-
bly fell into its deepest economic
contraction in the first quarter, and
soaring unemployment in the 16
countries that share the currency
means the road to recovery will be
rocky.

Markit Economics said Thursday
that the preliminary euro-zone com-
posite-output index—one of the ear-
liest and most closely watched
gauges of private-sector activity—
rose to a six-month high of 40.5 in
April from 38.3 in March.

Although a reading below 50 indi-
cates activity is contracting, the re-

sult beat expectations and helped to
lift the euro against the U.S. dollar.

“This represents an encouraging
start to the second quarter and sug-
gests a return to stability in the euro
area by the end of the year is possi-
ble,” said Chris Williamson, chief
economist at Markit.

However, Markit’s purchasing
managers’ index is still consistent
with a quarterly rate of contraction
of gross domestic product of at least
0.5%, he said. The euro zone’s gross
domestic product shrank by a
record 1.6% in the fourth quarter.

Other economic figures released
Thursday also suggested that the
worst of the economic contraction

may have passed. Data from
France’s national statistics agency
showed business sentiment there re-
covered more than expected in
April, albeit from a record low. The
index measuring business leaders’
confidence rose to 71 from 68 in
March, which was the lowest level
since the survey began in 1976.

Confidence among business exec-
utives in Belgium improved slightly
in April, but remained near record
lows, the Belgian central bank said
Thursday. The bank’s main index
rose to minus 29.4 in April from mi-
nus 31.8 in March.

 —Geraldine Amiel, Nina Koeppen
and Adam Cohen contributed to

this article.
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Am Blend Portfolio A US EQ LUX 04/22 USD 7.74 –5.7 –41.0 –27.3
Am Blend Portfolio I US EQ LUX 04/22 USD 9.07 –5.5 –40.4 –26.7
Am Growth A US EQ LUX 04/22 USD 22.87 –0.1 –30.3 –16.8
Am Growth B US EQ LUX 04/22 USD 19.36 –0.5 –31.0 –17.6
Am Growth I US EQ LUX 04/22 USD 25.21 0.1 –29.7 –16.1
Am Income A US BD LUX 04/22 USD 7.38 4.6 –7.4 –2.4
Am Income A2 US BD LUX 04/22 USD 15.99 5.1 –7.4 –2.4

Am Income B US BD LUX 04/22 USD 7.38 4.4 –8.1 –3.1
Am Income B2 US BD LUX 04/22 USD 13.85 4.8 –8.0 –3.0
Am Income I US BD LUX 04/22 USD 7.38 4.7 –6.8 –1.8
Am Value A US EQ LUX 04/22 USD 6.75 –6.4 –35.0 –24.8
Am Value B US EQ LUX 04/22 USD 6.25 –6.9 –35.7 –25.6
Am Value I US EQ LUX 04/22 USD 7.22 –6.2 –34.5 –24.2
Asian Technology A OT EQ LUX 04/22 USD 9.89 13.0 –37.5 –22.7
Asian Technology B OT EQ LUX 04/22 USD 8.71 12.7 –38.1 –23.4
Asian Technology I OT EQ LUX 04/22 USD 10.96 13.2 –37.0 –22.1
Emg Mkts Debt A GL BD LUX 04/22 USD 12.61 10.5 –11.4 –4.3
Emg Mkts Debt A2 GL BD LUX 04/22 USD 15.47 11.1 –11.2 –4.3
Emg Mkts Debt B GL BD LUX 04/22 USD 12.61 10.3 –12.3 –5.3
Emg Mkts Debt B2 GL BD LUX 04/22 USD 15.00 10.8 –12.2 –5.2
Emg Mkts Debt I GL BD LUX 04/22 USD 12.61 10.7 –10.9 –3.8
Emg Mkts Growth A GL EQ LUX 04/22 USD 21.62 7.9 –51.8 –24.3
Emg Mkts Growth B GL EQ LUX 04/22 USD 18.45 7.6 –52.2 –25.0
Emg Mkts Growth I GL EQ LUX 04/22 USD 23.84 8.2 –51.3 –23.7
Eur Blend A EU EQ LUX 04/22 EUR 8.72 –4.5 –43.1 –32.4
Eur Growth A EU EQ LUX 04/22 EUR 5.46 –2.0 –39.0 –29.4
Eur Growth B EU EQ LUX 04/22 EUR 4.94 –2.4 –39.6 –30.1
Eur Growth I EU EQ LUX 04/22 EUR 5.92 –1.8 –38.5 –28.8
Eur Income A EU BD LUX 04/22 EUR 5.06 1.6 –19.8 –12.2
Eur Income A2 EU BD LUX 04/22 EUR 9.40 2.1 –19.8 –12.2
Eur Income B EU BD LUX 04/22 EUR 5.06 1.4 –20.4 –12.8
Eur Income B2 EU BD LUX 04/22 EUR 8.79 1.9 –20.3 –12.8
Eur Income I EU BD LUX 04/22 EUR 5.06 1.8 –19.4 –11.7
Eur Strat Value A EU EQ LUX 04/22 EUR 6.49 –6.8 –47.2 –35.5
Eur Strat Value I EU EQ LUX 04/22 EUR 6.61 –6.5 –46.7 –34.9

Eur Value A EU EQ LUX 04/22 EUR 6.93 –4.8 –42.6 –32.8
Eur Value B EU EQ LUX 04/22 EUR 6.42 –5.2 –43.1 –33.5
Eur Value I EU EQ LUX 04/22 EUR 7.96 –4.7 –42.1 –32.2
Gl Balanced (Euro) A EU BA LUX 04/22 USD 12.13 –1.7 –31.9 NS
Gl Balanced (Euro) B EU BA LUX 04/22 USD 11.91 –1.9 –32.6 NS
Gl Balanced (Euro) C EU BA LUX 04/22 USD 12.06 –1.7 –32.1 NS
Gl Balanced (Euro) I EU BA LUX 04/22 USD 12.30 –1.5 –31.4 NS
Gl Balanced A US BA LUX 04/22 USD 12.86 –3.2 –35.3 –20.7
Gl Balanced B US BA LUX 04/22 USD 12.31 –3.5 –36.0 –21.5
Gl Balanced I US BA LUX 04/22 USD 13.27 –3.1 –34.9 –20.1
Gl Bond A US BD LUX 04/22 USD 8.46 0.1 –3.5 0.0
Gl Bond A2 US BD LUX 04/22 USD 14.26 0.4 –3.6 0.0
Gl Bond B US BD LUX 04/22 USD 8.46 –0.2 –4.6 –1.0
Gl Bond B2 US BD LUX 04/22 USD 12.58 0.1 –4.6 –0.9
Gl Bond I US BD LUX 04/22 USD 8.46 0.2 –3.0 0.6
Gl Conservative A US BA LUX 04/22 USD 12.92 –1.2 –20.3 –10.8
Gl Conservative A2 US BA LUX 04/22 USD 14.40 –1.2 –20.1 –10.7
Gl Conservative B US BA LUX 04/22 USD 12.91 –1.5 –20.9 –11.6
Gl Conservative B2 US BA LUX 04/22 USD 13.78 –1.5 –20.9 –11.6
Gl Conservative I US BA LUX 04/22 USD 12.96 –0.9 –19.4 –10.1
Gl Eq Blend A GL EQ LUX 04/22 USD 8.39 –6.2 –51.9 –33.2
Gl Eq Blend B GL EQ LUX 04/22 USD 7.93 –6.4 –52.3 –33.9
Gl Eq Blend I GL EQ LUX 04/22 USD 8.80 –5.9 –51.5 –32.7
Gl Growth A GL EQ LUX 04/22 USD 30.48 –5.5 –51.7 –32.0
Gl Growth B GL EQ LUX 04/22 USD 25.62 –5.8 –52.2 –32.7
Gl Growth I GL EQ LUX 04/22 USD 33.66 –5.2 –51.3 –31.5
Gl High Yield A US BD LUX 04/22 USD 3.20 10.9 –23.7 –12.6
Gl High Yield A2 US BD LUX 04/22 USD 6.43 11.6 –23.7 –12.6

Gl High Yield B US BD LUX 04/22 USD 3.20 10.5 –24.7 –13.6
Gl High Yield B2 US BD LUX 04/22 USD 10.41 11.3 –24.5 –13.4
Gl High Yield I US BD LUX 04/22 USD 3.20 11.2 –23.2 –12.0
Gl Value A GL EQ LUX 04/22 USD 7.90 –6.9 –52.2 –34.6
Gl Value B GL EQ LUX 04/22 USD 7.31 –7.2 –52.7 –35.2
Gl Value I GL EQ LUX 04/22 USD 8.36 –6.7 –51.8 –34.1
India Growth A EA EQ LUX 04/17 USD 63.18 9.4 –42.0 –12.4
India Growth B EA EQ LUX 04/17 USD 54.38 9.0 –42.5 –13.3
India Growth I EA EQ LUX 04/17 USD 65.26 9.5 –41.8 –12.2
Int'l Health Care A OT EQ LUX 04/22 USD 104.02 –11.4 –27.9 –21.4
Int'l Health Care B OT EQ LUX 04/22 USD 88.35 –11.7 –28.6 –22.2
Int'l Health Care I OT EQ LUX 04/22 USD 113.02 –11.2 –27.3 –20.8
Int'l Technology A OT EQ LUX 04/22 USD 78.32 7.1 –36.3 –19.9
Int'l Technology B OT EQ LUX 04/22 USD 68.34 6.7 –36.9 –20.7
Int'l Technology I OT EQ LUX 04/22 USD 87.33 7.3 –35.8 –19.3
Japan Blend A JP EQ LUX 04/22 JPY 5363.00 –0.1 –39.5 –31.5
Japan Growth A JP EQ LUX 04/22 JPY 5291.00 –4.9 –39.2 –31.9
Japan Growth I JP EQ LUX 04/22 JPY 5414.00 –4.6 –38.7 –31.3
Japan Strat Value A JP EQ LUX 04/22 JPY 5389.00 4.5 –40.3 –31.3
Japan Strat Value I JP EQ LUX 04/22 JPY 5501.00 4.7 –39.8 –30.8
Real Estate Sec. A OT EQ LUX 04/22 USD 9.49 –11.1 –51.2 –37.5
Real Estate Sec. B OT EQ LUX 04/22 USD 8.73 –11.4 –51.7 –38.1
Real Estate Sec. I OT EQ LUX 04/22 USD 10.14 –10.9 –50.8 –37.0
Short Mat Dollar A US BD LUX 04/22 USD 6.64 –0.7 –13.2 –11.5
Short Mat Dollar A2 US BD LUX 04/22 USD 8.72 –0.5 –13.2 –11.6
Short Mat Dollar B US BD LUX 04/22 USD 6.64 –0.9 –13.6 –11.9
Short Mat Dollar B2 US BD LUX 04/22 USD 8.70 –0.7 –13.7 –12.0
Short Mat Dollar I US BD LUX 04/22 USD 6.64 –0.6 –12.7 –11.0
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Auto makers power Japan;
China shares lift Hong Kong

Euro Corporate Bond
Funds that invest primarily in corporate-issued securities denominated in or hedged into the
relevant currency. Ranked on % total return (dividends reinvested) in U.S. dollars for one year
ending April 23, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Triodos Triodos Fonds EURiNethrlnds –5.16 –12.56 2.38 4.33
Groenfonds Inc Management

5 WGZ-CorporatePremium-Union Union Investment EURiGermany –0.97 –12.88 0.42 4.57
Inc Privatfonds GmbH

5 Seligson Seligson & Co EURiFinland –3.23 –12.91 1.96 5.07
Euro Corp Bond indeksi A Acc Rahastoyhtiö Oyj

5 W&W Euro W & W Asset EURiIreland –1.69 –12.99 2.23 5.61
Corporate Bond A Inc Management Dublin Limited

5 SK Deka Investment EURiGermany –1.91 –13.01 0.71 4.80
CorporateBond Invest Deka Inc GmbH

3 Fortis Groen Fortis Investments EURiNethrlnds 4.16 –13.18 –9.60 1.72
Fonds Inc (BE)

NS ESPA Bond Erste Sparinvest EURiAustria –6.44 –13.48 NS NS
Financials A Inc KAG

5 Pioneer Fds Pioneer EURiAustria –3.51 –13.91 0.32 5.23
(A) Corp Trend Invest A Inc Investments Austria GmbH

5 iShares • Barclays Global EURiIreland –6.97 –14.16 –0.03 NS
Corporate Bond Inc Investors

4 Nordfondo Sella Gestioni SGR EURiItaly –1.11 –14.23 0.04 3.95
Obbligaz Euro Corp Acc S.p.A.

U.S. lawmaker slows market-regulation bill
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Mizuho’s new forecast:
$5.9 billion loss for year
Japan bank takes hit
on securities values,
rising credit costs
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By Rosalind Mathieson

And Kirsty Green

Asian markets ended higher
Thursday, with auto shares driving
gains in Japan, while Pioneer
soared after Honda Motor said it

was considering an
investment in the
company.

H o n g Ko n g
stocks rebounded

from steep losses a day earlier, with
HSBC Holdings and China-related
shares leading the gains. But con-
cerns about coming earnings in the
region and about the results of
stress tests on U.S. banks hurt finan-
cial companies in Tokyo and Seoul.

Japan’s Nikkei Stock Average of
225 companies rose 1.4% to end at
8847.01, and Hong Kong’s Hang Seng
Index gained 2.3% to 15214.46. Aus-
tralia’s S&P/ASX 200 added 2% to
3743 and India’s Sensitive Index ad-
vanced 2.9% to 11134.99.

In Tokyo, automotive stocks
gained after Goldman Sachs raised
its rating on Toyota Motor and
Honda to “buy” from “neutral,” and
on Nissan Motor to “neutral” from

“sell.” Toyota added 3.5% and Honda
rose 1.7%; Nissan climbed 2.2%.

Pioneer soared 23% after Honda
confirmed it was considering invest-
ing in the electronics maker, al-
though it said no decision had been
made.

Financial stocks declined, with
Mizuho Financial Group slipping 1%
and Nomura Holdings ending flat af-
ter the Nikkei business newspaper
reported the two companies could
post steep losses for the fiscal year
ended March 31. At the end trading,
Mizuho slashed its full-year fore-
cast to a net loss of 580 billion yen
($5.92 billion) from its earlier pro-
jection of a 100 billion-yen profit.

Beverage group Kirin Holdings
ended up 3.9% after it made an ap-
proach to acquire the nearly 54%
stake it doesn’t already hold in Aus-
tralia’s Lion Nathan. Trading in Lion
Nathan shares was halted but other
beverage companies in Sydney ad-
vanced, with Foster’s Group surg-
ing 7.2%.

In Hong Kong, HSBC gained 2.5%
and Industrial & Commercial Bank
of China added 2.8%, while Alumi-
num Corp. of China jumped 4.6%.

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

CHICAGO—CME Group Inc.
Chief Executive Craig Donohue said
the exchange’s push into over-the-
counter derivatives offered a
chance to improve its often-cool re-
lations with banks.

Mr. Donohue said the financial
crisis is bringing the camps closer to-
gether as banks warm to central-
counterparty clearing for OTC
trades. His remarks came as CME re-
ported a 30% drop in first-quarter
earnings and rivals Deutsche Börse
and NYSE Euronext sought to dispel
reports that they have resumed
merger talks.

CME, which operates the Chi-
cago Mercantile Exchange, the Chi-
cago Board of Trade and the New
York Mercantile Exchange, holds a
near-monopoly in U.S. futures trad-
ing, fostering a sometimes testy rela-
tionship with Wall Street banks. Its
overwhelming market share effec-
tively gives it control over the price
of trading futures in the U.S.

CME, which remains the largest
futures exchange by volume, re-
ported net income of $199.1 million
for the first quarter, or $3 a share,
down from $283.5 million, or $5.25
a share, a year earlier.

Trading volume for the first quar-
ter improved on a month-to-month
basis, but overall activity remained
33% below year-earlier levels.

CME Group net
drops 30% amid
push into OTCs

By Damian Paletta

WASHINGTON—Slowing a rapid-
fire attempt to revamp regulation of
financial markets, House Financial
Services Committee Chairman Bar-
ney Frank (D., Mass.) said he no
longer plans to expedite a bill that
would allow the government to
place large financial companies into
receivership.

Rep. Frank said in an interview
that the complexity of the bill and
the fact that his Senate counter-
parts were poised to move more
slowly prompted him to instead
package the measure with broader
legislation to create a new regulator
to oversee systemic risks to the econ-
omy later in the year.

“It was a mistake to think it could
be done early,” Rep. Frank said, add-
ing that the “whole package will

have to go together.”
The change is a blow to Obama

administration officials who have
pushed aggressively for these pow-
ers, and leaves government officials
without new tools to take over tee-
tering companies during the next
few months. It could also frustrate
efforts by the Obama administra-
tion to convince foreign leaders that
the U.S. plans to move swiftly to
overhaul financial-market rules.

Rep. Frank, a key architect of the
coming regulatory overhaul, had
hoped to pass a version of the legisla-
tion through his committee next
month to give the government the
power to place large financial com-
panies such as American Interna-
tional Group Inc. into receivership.
The process would be similar to the
way the Federal Deposit Insurance
Corp. places banks into receivership

but would also apply to insurance
companies, bank-holding compa-
nies, broker dealers and other finan-
cial firms.

The move would have been the
first volley in a series of changes de-
signed to address what critics say
were deficiencies in the regulatory
structure that contributed to the fi-
nancial crisis.

President Barack Obama and
Treasury Secretary Timothy Geith-
ner personally lobbied lawmakers
last month to move the provision
quickly.

“We will continue to work with
our colleagues on the Hill to imple-
ment these changes as soon as possi-
ble because we all recognize they
are essential to creating a more sta-
ble system, with stronger tools to
prevent and manage future crises,”
a Treasury spokesman said.

By Atsuko Fukase

TOKYO—Mizuho Financial
Group Inc. said it expects to fall deep
into the red for the just-ended fiscal
year, its first loss in six years, due to
mounting credit costs and massive
valuation losses on securities.

Mizuho, Japan’s second-largest
bank by assets after Mitsubishi UFJ
Financial Group Inc., said it now ex-
pects to post a 580 billion yen ($5.9
billion) net loss for the fiscal year
ended in March, well off its January
forecast for a 100 billion yen full-
year profit.

Mizuho said its securities-valua-
tion loss for the just-ended fiscal
year came to 618.8 billion yen, includ-
ing a 232.9 billion yen loss recorded
in its fiscal fourth quarter.

The bank’s net-loss forecast
comes just two weeks after another
major Japanese bank, Sumitomo
Mitsui Financial Group Inc., low-
ered its earnings outlook to a 390 bil-
lion yen loss from 180 billion yen
profit, blaming rising credit costs
and losses on its investment in Bar-
clays PLC. SMFG announced a plan
to raise up to 800 billion yen in com-
mon shares.

Mizuho said it doesn’t have an im-
mediate plan to make an announce-
ment on a possible capital boost, but
will consider if such a move is neces-
sary by monitoring the market envi-
ronment.

Mizuho also expects losses of 80
billion yen related to its investment
in Merrill Lynch & Co. The Tokyo
lender invested $1.2 billion to buy
preferred shares in the U.S. invest-
ment bank in January last year.

Market weakness during its fis-
cal fourth quarter weighed on Mizu-
ho’s earnings, causing it to post
losses of 410 billion yen on its equity
holdings for the full fiscal year. Mi-
zuho set a break-even point of about
9500 for the Nikkei Stock Average of
225 companies, below which paper
profits turn to mark-to-market
losses. The Nikkei index closed at
8109.53 on March 31.

Big loss expectations from SMFG
and Mizuho are an ominous sign for
Japanese financial institutions.

Japanese media said Nomura
Holdings Inc., the country’s largest
brokerage firm, is expected to post a
roughly 700 billion yen group net
loss for last fiscal year, the largest
loss in the firm’s history, due in part
to costs related to integrating Leh-
man Brothers Holdings Inc.

Nomura, which will report its re-
sults Friday, said in a statement that
the report isn’t based on informa-
tion that it has disclosed.
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