
By Tom Lauricella

Trash is king.
The biggest winners since

the U.S. stock market bounced
off 12-year lows in early
March have been the most
beaten-down names, which,
in the eyes of many investors,
also have the riskiest out-
looks. This winners list has
been dominated by financial
stocks, many of which have
more than doubled in value in
just a month and a half.

While such a junk-stock
rally after a massive selloff
isn’t unusual, some say the re-
bound is either going to have
to change in character to be
led by higher-quality compa-
nies or else will falter amid
continuing headwinds on
earnings and the economy.

At the very least, the rally
caught many investors flat-
footed. It had been a widely
held view that the best place
to be whenever stocks recov-
ered would be high-quality
companies with the resources
to tough out an extended diffi-
cult economic environment.
Despite missing the biggest
gainers in the bounce, those
with a “quality” focus say
they are sticking with it.

“By far and away the
strength has been in finan-
cials and consumer” stocks,
notes Neil Hokanson, a Solana
Beach, Calif., adviser. “And
when we look at the underpin-
nings in both of those areas
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Swine flu threat spreads
WHO, U.S. hold off on declaring a pandemic as Mexican death toll climbs
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an unruly child into billionaire
News in Depth, pages 16-17

PCT
CLOSE CHG

DJIA 8076.29 +1.50
Nasdaq 1694.29 +2.55
DJ Stoxx 600 195.82 +2.26
FTSE 100 4155.99 +3.43
DAX 4674.32 +3.00
CAC 40 3102.85 +3.13

Euro $1.3257 +1.57
Nymex crude $51.55 +3.89

U.S. rally
can’t live
on a diet
of trash

By David Luhnow

And José de Córdoba

MEXICO CITY—The death
toll in Mexico from the new
and deadly type of swine flu
continued to rise on Sunday,
with as many as 81 people be-
lieved to have died from the
virus and new cases reported
in other parts of the country.

Mexico City, epicenter of
the outbreak and home to 20
million people, looked like a
ghost town as most residents
took refuge indoors. Church
services in the city were can-
celed—the first time anyone
could remember that happen-
ing in this heavily Roman
Catholic nation. The Mexico
City archdiocese told its
faithful to pray for the city

and the flu victims.
Many restaurants and

movie theaters closed their
doors, city parks looked deso-
late, and normally bustling
city streets had only a few
dozen cars.

“The city is paralyzed,
what are we going to do?”
said Marta Robles, a middle-
aged housewife who went to
a local pharmacy to buy a sur-
gical mask. The pharmacy
was sold out.

While the death toll could
be as high as 81, laboratory
tests have confirmed only 20
deaths caused by the new vi-
rus so far. Government
health officials are testing
the rest of the cases, but be-
lieve the majority were
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Ottoman ghosts
Turkey and Armenia end
nearly a century of
estrangement. Page 15

By Betsy McKay

Global public health offi-
cials mobilized Sunday to
combat the spread of a
deadly new strain of flu, as
the locations of reported
possible cases stretched
from New Zealand to the U.S.
and the death toll in Mexico
rose to more than 80.

The World Health Organi-
zation and U.S. officials held
off on declaring the new
strain of A/H1N1 swine flu to
be a pandemic, saying they
need to learn more about its
severity and spread. But gov-
ernments intensified surveil-
lance for the disease—which
can be hard to distinguish be-
cause its symptoms are glar-
ingly similar to those of sea-
sonal flu—and took steps to
halt its further spread.

In the U.S., the Obama ad-
ministration declared a
“public health emergency,”
with 20 cases confirmed
from New York to California,
and warned there are likely
to be more, including possi-
ble cases of severe disease.
The Centers for Disease Con-
trol and Prevention said Sun-
day it has sent teams to Cali-
fornia, Texas and Mexico to
assist with investigations.

It isn’t clear so far why
the U.S. swine-flu cases iden-
tified so far have shown mild
symptoms, while Mexico has
experienced severe disease.
WHO and CDC officials said
further testing of viruses
and more surveillance is
likely to yield more clues.

New evidence emerged
Sunday that the disease has
spread. Spain’s health minis-
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A family wearing preventive masks walked past an image of Our Lady of Guadalupe, patron saint of
Mexico, at the Guadalupe’s Basilica in Mexico City Sunday.

Journal Report: Scotland places big bets on tidal and wave power
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U.K. output slid 1.9% in the
first quarter, its biggest fall
in 30 years, and Spain’s job-
less rate soared to 17.4%, un-
derscoring the pain sweeping
Europe as the global finan-
cial crisis takes hold. Page 8

n Developing nations are
pushing new IMF bonds as
part of a strategy to boost
their influence. Page 3

n European stocks have suf-
fered by comparison to their
counterparts in Asia, but some
money managers say there are
still reasons to buy. Page 19

n Pakistan battled Taliban
near Swat, testing a truce in
the valley. The U.S. is looking
to expedite $1 billion in aid to
the government. Page 12

n Several U.S. banks are un-
der pressure from the govern-
ment to increase their capi-
tal reserves as a result of re-
cent “stress tests.” Page 22

n GM is intensifying its ef-
forts in China even as its
other international units are
struggling. Page 5

n Ford logged a smaller-
than-expected loss and said
it doesn’t expect to need a
U.S. government loan. Page 4

n Volvo swung to a first-
quarter loss and reduced its
forecast for sales of heavy-
duty trucks in Europe and
North America. Page 5

n Safran will buy an 81%
stake in GE’s Homeland Pro-
tection unit for $580 million,
furthering its diversification
from jet propulsion. Page 6

n Clinton met with Lebanon’s
president in a show of U.S.
support ahead of polls pitting
Western-leaning politicians
against Hezbollah. Page 12

n South Africa’s ANC won a
big majority in national elec-
tions, but was shy of the two-
thirds majority it needed to
govern unopposed. Page 8

n Iceland elected the coali-
tion of left-leaning parties
that has been running the
interim government. Page 9

n Partial results pointed to a
big victory for the candidate
from Putin’s party in a may-
oral vote in the Russian city of
Sochi, an election official said.

n Ethiopia arrested 35 peo-
ple suspected of a coup at-
tempt allegedly backed by
an Ethiopian economist now
teaching at a U.S. university.

n An Italian cruise ship
fended off a pirate attack far
off the coast of Somalia.

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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If the Rio Tinto board
faced the same choice to-
day that it had to make in
the dark days of February,
it’s a fair bet it would take
a different course. It
would likely opt to fix the
hole in its balance sheet
with a rights issue, rather
than its complex $19.5 bil-
lion transaction with Chi-
nalco, a Chinese state-con-
trolled company.

Since its original deci-
sion, commodity prices
have soared, boosting min-
ing valuations and under-
mining much of the ratio-
nale for the deal. Even so,
that’s unlikely to be
enough on its own to per-
suade Rio to walk away.

Sure, Rio is no longer
under urgent pressure to
do a deal with Chinalco.
Its liquidity position has
improved considerably
over recent weeks.

Assume a one-off cut to
iron-ore prices of 30%
from April this year, that
base metal prices stay
around today’s levels and

that Rio completes the $10
billion rights issue it previ-
ously considered. It would
then be able to meet its
$18.9 billion of loan repay-
ments through the end of
2010 with room to spare,
according to broker Canac-
cord Adams. With the
bond markets currently
open, as demonstrated by
Rio’s recent $3.5 billion is-
sue, the miner should have
some flexibility.

But Rio’s lingering prob-
lem is excessive leverage,
rather than liquidity. The
attraction of the Chinalco
deal was that it included
asset sales, enabling Rio to
refinance debts and reduce
leverage upfront, without
being exposed to the vagar-
ies of metal prices. That’s
still an important consider-
ation, particularly given
the uncertainty over the
global economic outlook.

Rio can’t afford to walk
away from Chinalco only
to find metal prices slump
again and it needs to sell
assets at fire-sale prices to
cut leverage.

That means Rio would
likely want the comfort of
firm bids for some assets
before it would consider
abandoning Chinalco. Bank-
ers say there is no short-
age of interest.

But it isn’t clear
whether there are real of-
fers at prices high enough
to justify Rio both paying
Chinalco a $195 million
break fee and risking of-

fending its biggest cus-
tomer: China. Although
mining valuations have
risen since February, Chi-
nalco has set the bar high,
particularly with the price
it is paying for a stake in
Rio’s Escondida copper
mine in Chile.

That said, attractive
bids may yet materialize.
After all, rival mining com-
panies, among them Rio’s
erstwhile suitor BHP Billi-
ton, have a strategic inter-
est in preventing Rio get-
ting too cozy with China.

Such moves would put
Rio’s board in a bind. Walk-
ing away from Chinalco
would almost certainly
cost Rio boss Tom Al-
banese his job and would
be an embarrassing U-turn
for the board as a whole.
But at least it would spare
the group the humiliating
possibility of having a deal
turned down by either its
own shareholders or the
government of Australia.
 —Matthew Curtin

Britain’s doubtful ‘AAA’
Does the U.K. still de-

serve its triple-A rating? De-
spite Chancellor Alistair Dar-
ling’s warning in last week’s
budget of an unprecedented
collapse in public finances,
plus a much-bigger-than-ex-
pected 1.9% fall in first-quar-
ter gross domestic product,
the rating companies are
standing firm.

That is hardly surprising.
But the companies’ analysis
rests on some debatable as-
sumptions, and a down-
grade can’t be ruled out.

The first assumption is
that the U.K. economy is suf-
ficiently flexible to grow its
way out of its debt problem.
Although the Treasury con-
ceded the financial crisis
may have lopped up to 5%
off the U.K.’s potential out-
put, it professed confidence
the U.K.’s trend rate of
growth remained un-
changed at 2.75%.

That is a dubious propo-
sition, reliant on the belief
that the U.K. can switch re-
sources easily from finan-
cial services into new
growth industries. What

these industries might be is
anybody’s guess.

Even if the growth as-
sumptions are proved right,
that only deals with cyclical
elements of the collapse in
U.K. public finances. Yet up
to 10% of this year’s pro-
jected 13% deficit is likely to
be structural. To close this
gap, ratings firms are assum-
ing that whoever wins the
next election will move to
balance the books. And
there’s no certainty that the
outcome of the election will
be a government that is
able to act.

Of course, the U.K. does
possess a central bank with
the ability to print money to
buy its bonds. But relying
on quantitative easing to un-
derpin liquidity to the gov-
ernment-bond market is
risky. Any suspicion the U.K.
is monetizing its debt
would fuel fears over infla-
tion, potentially triggering a
sterling crisis.

That would make a down-
grade inevitable.
 —Richard Barley

and Simon Nixon

U.S. stock rally can’t live on a diet of trash

A road not taken beckons Rio

we don’t see any reason for that
level of optimism.”

Defying such skepticism, the
stock market is holding on to most
of the gains chalked up since March
9. In that time, the Dow Jones Indus-
trial Average is up 23% and the Stan-
dard & Poor’s 500-stock index has
gained 28%. Financial stocks in the
S&P 500 are up 76% and consumer-
discretionary names, which include
autos and restaurants, are up 43%.

The gains in financials have been
so outsized that they have led the
overall S&P 500 higher even though
they comprise a much smaller part
of the index than in the past. Four of
the five biggest contributors to the
S&P 500 rally have been J.P. Morgan
Chase, General Electric (with its big
finance division), Wells Fargo and
Bank of America.

In contrast, technology stocks,
which many investors have ex-
pected to lead a rally because of
their generally strong balance
sheets, are up 34%.

One reason for the bounce in fi-
nancial and consumer stocks is that
many had essentially been priced
for extinction. But the aggressive
steps by the Federal Reserve to
pump cash into the financial sys-
tem, along with other government
efforts, have helped take those
worst-case scenarios off the table.
Meanwhile, on the economic front
the catch phrase in the last few
weeks has been “less bad,” meaning
that the pace of the economic de-
cline is lessening.

Another positive has been that
first-quarter earnings are coming in
a touch better than sharply reduced
expectations, according to data
from Thomson Reuters. Late last
week, companies as varied as Ford,
American Express, Amazon and Mi-
crosoft each came out with reports
that investors found reason to
cheer. With 35% of the companies in
the S&P 500 having reported, first-

quarter operating earnings are now
expected to post a 35.3% decline,
compared with the 36% drop ex-
pected on April 1.

However, analysts are continu-
ing to reduce forecasts for the sec-
ond quarter and the rest of the year.
Until that trend reverses, some say,
it will be hard for stocks to signifi-
cantly extend the rally. For the quar-
ter ending in June, earnings are now
predicted to register a 33.7% drop,
compared with a 31.7% decline ex-
pected at the start of the month. For
the year, earnings are seen dropping
10.6%, compared with expectations
for an 8.4% decline on April 1.

Even as financial stocks have
bounced, expectations for the
group’s earnings have eroded fur-
ther. The consensus is for financials
to post a 45% profit drop in the sec-
ond quarter, five percentage points
more than on April 1. Also, there’s
continued uncertainty about pros-
pects for many financial companies

as investors await news on the U.S.
Treasury’s stress tests on how
banks would fare should the econ-
omy continue to worsen.

The bounce in many financial
stocks, however, has been dramatic.
E*Trade Financial, for example, is
up 319% since March 9, Citigroup is
up 204%, and Huntington Banc-
shares is up 200%.

To some degree, such a snapback
rally isn’t unexpected. In 2003, fol-
lowing the last bear market, it was
the stocks that had been crushed the
most that were first to recover. And
even after the recent rally, finan-
cials in the S&P 500 are still down
70% from the market’s 2007 peak.

“What’s down the most will typi-
cally rally the most,” says Frank
Gretz, chief technical analyst at
Shields & Co.

Mr. Gretz notes, however, the
striking disparity between the re-
cent performance of industry-lead-

ing stocks such as Wal-Mart Stores
and McDonald’s compared with
much smaller competitors. Wal-
Mart is up just 0.8% since March 9
and McDonald’s is up 3.8%. Mean-
while, Ross Stores is up 33% and P.F.
Chang’s China Bistro has nearly dou-
bled.

Matthew Rothman, global head
of quantitative equity strategies at
Barclays Capital, examined the 100
top-performing large-cap stocks be-
tween March 10 and April 9, and
found the most common attribute
was that they were below $5 in
price. They also tended to have rela-
tively low levels of ownership
among big institutional investors.

The bounce was “in extraordinar-
ily dubious quality names,” Mr. Roth-
man says. “These were names you
would have had to have a lot of cour-
age to be invested in” prior to the re-
bound, he says.

Mr. Rothman says that on the
one hand, there is evidence the junk-
stock rally might have room to run.
By his measures, stocks that rank
low on earnings quality have gotten
cheaper lately, while quality stocks
are starting to look expensive. For
those who believe that quality is the
place to be over the medium to long
term, “that would lend you some cau-
tion,” he says.

But Mr. Rothman is in the camp
that believes the rally isn’t sustain-
able. Unlike in the last bear market,
which was followed by a multiyear
rally in beaten-down value stocks,
he argues, the collapse of the credit
bubble will make it more challeng-
ing for turnaround stories.

Not everyone is skeptical, how-
ever. Shields’s Mr. Gretz says that de-
spite the lopsided nature of the
stock rally, the rebound has been
broad-based. The daily ratio be-
tween stocks that are advancing and
declining has been strongly in favor
of rising stocks, he notes.

“As long as most stocks are par-
ticipating, that’s the key to a rally’s
success,” he says.

Continued from first page

India’s ICICI
posts lower net
amid loan woes

Source: Standard & Poor’s
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By John Satish Kumar

And Nupur Acharya

MUMBAI—ICICI Bank Ltd.’s net
profit for its fiscal fourth quarter
fell 35% amid slowing loan growth
and rising provisions for bad loans.

The bank’s joint managing direc-
tor and chief financial officer,
Chanda Kochhar, said she expects
the company to see muted loan
growth of 5% to 10% in the fiscal
year that began April 1.

ICICI Bank, India’s largest private
bank by assets, said net profit for the
quarter through March fell to 7.44 bil-
lion rupees ($150 million) from 11.5
billion rupees a year earlier.

Net interest income, the difference
between interest earned and interest
paid, fell 2.9% to 21.39 billion rupees.

Provisions for bad loans rose by
more than 14% to 10.85 billion ru-
pees. The bank, which is listed in
New York, said it received applica-
tions for restructuring loans valued
at about 20 billion rupees in the quar-
ter, of which it had restructured
loans valued at 10 billion rupees.

The bank said it expects to put the
worst of the bad loans behind it. “On
the retail side, we should only see
some improvement because our pro-
portion of [personal loans and credit-
card loans] is coming down. …With
that business coming down, with
that proportion of those loans com-
ing down, you would actually see
some improvement on the retail
side,” Ms. Kochhar said. “On the cor-
porate side, I think some companies
will apply for restructuring.”

Net interest margin, the differ-
ence between interest income and
interest expenses, increased to 2.6%
from 2.4% a year earlier.

ICICI said deposits slipped
nearly 11% from a year earlier to 2.18
trillion rupees.
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Xerox ............................. 7

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

IMF gets money, politically perilous tasks
Warning systems,
new credit lines keep
pressure on the body

By Bob Davis

WASHINGTON—International
Monetary Fund officials were
nearly giddy in early April when
they learned that leaders at the
G-20 summit backed a fourfold in-
crease in fund resources to $1 tril-
lion. During a press briefing, IMF
Managing Director Dominique
Strauss-Kahn used the phrase “the
IMF is back” six times.

But at the IMF’s spring meeting
this past weekend, reality set in.

In exchange for
the money, the
I M F h a s b e e n
handed tough as-
signments in fight-

ing the global recession and stav-
ing off another one. The work will
require a political dexterity and
willingness to stand up to power-
ful IMF members that the fund has
rarely shown in the past.

“There’s been a huge expansion
of IMF resources and huge atten-
tion to the IMF, but nothing has
been done to make members fear
IMF surveillance” or oversight,
says Adam Posen, deputy director
of the Peterson Institute for Inter-
national Economics, a Washington
think tank.

About $500 billion of the new
funds are earmarked for the IMF’s
main job of bailing out troubled
countries. The IMF has introduced
a credit line that doesn’t require
borrowers to make the kinds of
painful economic changes—cut-
ting spending, slashing subsidies—
that have turned the IMF into polit-
ical poison in much of Latin Amer-
ica and Asia. Mexico, Poland and

Colombia have signed up for the
credit line.

The new facility has won plau-
dits from some developing coun-
tries, but the IMF will still have to
make tough political calls. Only na-
tions ranked highly by the IMF can
qualify for credit line. The IMF of-
ten forces other borrowers to cut
spending or raise interest rates
even if that deepens a downturn,
though the IMF has taken steps to
protect some programs for the
poor.

The disparate treatment has
prompted complaints in Turkey,
Pakistan, Eastern Europe and else-
where that the IMF is playing fa-
vorites, and it may lead to pres-
sure on the fund to ease its stan-
dards. The World Bank has tried to
reduce the effect of the budget
cuts by financing infrastructure
projects that otherwise might be
jettisoned.

Pressure on the IMF will ramp
up when it must decide whether to
renew the credit lines after their
one-year terms. Saying “no”

would undermine a country’s eco-
nomic standing; saying “yes,” if
the country’s policies don’t war-
rant it, would undermine IMF cred-
ibility.

“Countries that have these facil-
ities would be well advised not to
use them,” said Montek Singh Ahl-
uwalia, deputy chairman of India’s
planning commission and a
former IMF official. That way
countries can boast that IMF
credit lines give them extra re-
sources, but they wouldn’t be-
come too dependent on fund
money.

The IMF is also taking on a polit-
ically fraught new assignment:
providing early warnings of prob-
lems that could explode into an-
other crisis. IMF economists are
examining which economic indica-
tors signal asset bubbles are form-
ing, and they are assessing how po-
litical or economic decisions in
one part of the world could pro-
duce problems elsewhere.

The fund is now conducting
what it calls a “dry run” of the sys-

tem, which it plans to have work-
ing by the IMF’s fall meeting in
Istanbul in October. “The IMF is
trying to assess vulnerabilities
across [financial] instruments,
across borders and across indus-
tries,” said Egyptian Finance Min-
ister Youssef Boutros-Ghali, who
heads the top IMF advisory board.

Some nations worry that the
IMF will mistakenly diagnose po-
tential problems, forcing coun-
tries to choose between ignoring
the warning or adopting policies
the IMF suggests, which could
choke off economic growth. “If
you cry wolf once and the wolf
doesn’t show up, it will cost peo-
ple a lot of money,” Mr. Boutros-
Ghali said.

How will the IMF get its mem-
bers to take its warnings seri-
ously? Friday at the School of Ad-
vanced International Studies, Mr.
Strauss-Kahn talked tough. “Early
warnings must be strong, candid,
credible and even-handed,” he
said. “They must not shy away
from naming and shaming”—cit-
ing specific countries—“where ap-
propriate.”

But Mr. Strauss-Kahn didn’t
commit to making the early-warn-
ing exercises public, and staffers
say they doubt the IMF will. In-
stead, the IMF economists plan to
deliver the news to financial offi-
cials as part of private consulta-
tions—the same formula that has
led to IMF recommendations be-
ing ignored in the past.

Last spring, the U.S. Treasury
shelved an IMF plan to recapital-
ize banks without paying it much
attention. Earlier this year, the Eu-
ropean Union blew off an IMF pro-

posal to have struggling Eastern
European countries devalue their
currencies and adopt the euro. In
both cases news of the IMF propos-
als leaked to the media well after
they could have made a difference
if they had been well publicized. It
may take public disclosure of the
warnings to get the attention of
policy makers and markets, espe-
cially in wealthy nations that
don’t rely on the IMF for loans.

Brazilian Finance Minister
Guido Mantega says the old pat-
terns may be breaking down be-
cause of the severity of the cur-
rent global downturn, which
started in the U.S., spread to Eu-
rope and then tanked developing
countries. The rich countries real-
ize they made many errors, he

says, and will be more amenable to
IMF advice even if it’s made pri-
vately. “Even advanced countries
will submit to oversight from
these [international financial] in-
stitutions,” he said.

The U.S., for instance, has said
it would ask the IMF to do a broad
review of the U.S. financial system—
after years of avoiding such a re-
view. If that’s a precursor of a new
attitude, the G-20 embrace of the
IMF will have changed the global
economic system perhaps even
more than it expected to do.

CORRECTIONS & AMPLIFICATIONS

Some nations worry
that the IMF will
mistakenly diagnose
potential problems.
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United Technologies Corp. Chief
Financial Officer Gregory Hayes said
that while orders for the conglomer-
ate are still down, “they have stabi-
lized across the businesses. For the
full year, we still expect a better back
half.” In a Corporate News article on
the U.S. economy Thursday, the quote
was incorrectly attributed to Chief Ex-
ecutive Louis Chênevert.

American Electric Power Co.,

Hewlett-Packard Co., Home Depot
Inc. and Tiffany & Co. have reduced
or eliminated tax reimbursements
for senior executives on company-
provided perquisites. A chart ac-
companying a Money & Investing
article Wednesday detailed pay-
ments in 2008 to the chief execu-
tives of those companies, but didn’t
make clear that such payments
would be reduced or eliminated in
the future.
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caused by the swine flu.
Across Mexico, some 1,324 peo-

ple were sick with influenza-type
symptoms, the health ministry
said. However, President Felipe
Calderón said two-thirds of the peo-
ple who fell ill have already been re-
leased from hospital and given a
clean bill of health.

New suspected cases were be-
ing reported in other states, too,
such as northern Nuevo Léon state.
One 36-year-old woman there died
over the weekend from flu-like
symptoms, according to Mexican
newspaper El Universal. Doctors
there said she had visited Mexico
City during Holy Week and may
have contracted the virus there.

Some countries issued travel ad-
visories for Mexico, which is brac-
ing for a big slowdown in tourism,
the country’s third main source of
foreign income. As luck would have
it, Mexico on Sunday kicked off its
annual tourism fair for travel pro-
fessionals in Acapulco. Organizers
went ahead with the event, but

moved scheduled conferences and
meetings to outdoor areas.

Mexican officials are trying to
find out how the outbreak began.
They first noticed an unusual spike
in flu cases in late March—some-
what late in the season, consider-
ing that March is already quite hot
in Mexico. By mid-April, people
were dying of the flu, including
healthy adults.

Schools in Mexico City, which
closed on Friday, will remain
closed until May 6, the government
said, affecting an estimated six mil-
lion children. The government ex-
tended the school closure to two
other central states, San Luis Po-
tosí and Mexico state.

Some of the scenes in the capi-
tal appeared right out of a science-
fiction or horror movie. Profes-
sional soccer matches scheduled
for the weekend in Mexico City
were played in front of empty stadi-

ums but broadcast on TV.
After first taking government

warnings about the flu lightly, Mex-
ico City residents hunkered down
with their families indoors,
watched news updates and tried to
relax. Local Blockbuster video
stores said they were doing a brisk
business.

“We’re renting about three
times our normal volume, and
most families are renting about six
or seven videos at a time,” said
Daniel Lara, a 21-year-old checkout
clerk.

A few restaurants put a brave
face on things and remained open,
with waiters decked out in blue sur-
gical masks and wearing gloves. At
the Lago de los Cisnes taco joint in
Mexico City, waiters frequently
scrubbed tables with disinfectant,
washed their hands every 45 min-
utes and removed items like napkin
dispensers that could transmit the

virus, according to manager
Adrian Valdez. Mr. Valdez greeted
a visiting reporter by offering his
elbow to shake rather than his
hand.

As Mr. Valdez spoke, a regular
client entered the restaurant, a mid-
dle-aged woman. Rather than the
customary kiss on the cheek that
Mexicans use to greet one another,
the woman bowed slightly to Mr.
Valdez, who bowed back.

Anyone who sneezed or
coughed in the city immediately

drew stares from other residents.
Some city residents were taking
their families out of the city on im-
promptu holidays.

Across the city, birthday parties
were canceled, and weddings be-
came a low-key affair. Alberto Is-
las, a security consultant, went to a
wedding on Saturday in Mexico
City and said many guests simply
didn’t turn up. “At least none of the
guests wore surgical masks, and
yes, the bride did kiss the groom,”
he said.

While there was palpable fear
among many residents, there was
also one Mexican custom that was
alive and well: Laughing at the pos-
sibility of death. A new song com-
posed about the swine flu was circu-
lating on the Internet. Among the
lyrics: “Now who’s going to help
us?/ Call in Superman/ We’ll all be
dead by the time Indiana Jones
gets here.”

Continued from first page

Emerging strategy
European companies can
expose investors to the Asian
growth story > Page 19

Frequently asked questions about the current strain
Money & Investing

In Mexico, fear and casualties mount at outbreak’s epicenter

By Jacob Goldstein

More than 80 people in Mexico
have died from what appears to be a
new strain of swine flu. At least 20
cases have been confirmed in the
U.S., and officials expect more cases
to emerge. So far, no deaths have
been reported in the U.S.

Here are a few basics.
n What is swine flu?
It’s flu that occurs in pigs. In rare

cases, humans contract swine flu
from close contact with pigs. The
strain circulating now is cause for
concern because it can pass directly
from person to person. Like human
flu, cases of swine flu can range

from mild to severe.
n What are the symptoms?
They are similar to those of regu-

lar flu: fever, along with problems
such as cough, sore throat, body
aches, headaches, chills and fatigue.

n What should I do if I feel sick?
People with ordinary flu symp-

toms don’t need to seek emergency
care, New York City officials said.
But people with certain warning
signs in addition to basic symptoms
should seek urgent attention, the
U.S. Centers for Disease Control and
Prevention said. In children, those
signs include difficulty breathing;
bluish skin color; flu symptoms that
begin to improve, then return with

fever and worse cough; and fever
with a rash. In adults, warning signs
include difficulty breathing, pain or
pressure in the chest or abdomen,
sudden dizziness, confusion and se-
vere or persistent vomiting.

n Can the swine flu be treated or
prevented with antiviral drugs?

Yes. Two drugs, sold under the
brand names Tamiflu and Relenza,
are believed to reduce the severity
and the duration of the disease. But
those who have contracted swine
flu in the U.S. have generally recov-
ered without treatment. Both drugs
have also been approved to reduce
the risk of contracting the flu. The
drugs are available only with a doc-

tor’s prescription.
n Does the flu vaccine protect

against the swine flu?
The CDC says the seasonal flu

vaccine is “unlikely to provide pro-
tection” against the swine flu. The
agency has created a “seed vaccine”
specifically tailored to this swine
flu. That could be used to manufac-
ture a targeted vaccine if officials
deem it necessary to do so.

n Are there ways to reduce the
spread of disease?

Cover your nose and mouth
when you cough or sneeze. Wash
your hands often. Avoid touching
your eyes, nose or mouth. Avoid
close contact with infected people.

Global health officials mobilize as virus’s threat spreads
THE SWINE-FLU OUTBREAK

Officials in Mexico
are trying to find out
how the outbreak
of flu began.

try said three people had been
brought to hospitals with poten-
tial swine-flu symptoms.

The Japanese government
tightened health checks of passen-
gers arriving from Mexico, and it
urged people with plans to travel
to Mexico to reconsider until the
situation calmed down. China
called on travelers who have been
to swine-flu-infected areas and de-
veloped symptoms to identify
themselves to local authorities
and seek treatment.

A WHO panel will convene Tues-
day, or earlier if developments
warrant, to consider whether to
raise a global pandemic alert, a
move that would signal that a new
virus is causing large outbreaks
and that governments should pre-
pare for widespread transmission.
Director-General Margaret Chan
warned Saturday that the virus
had the potential to cause a pan-
demic but cautioned that it was
too early to tell if it would erupt
into a global outbreak.

In Mexico, authorities said as
many as 81 people are believed to
have died from the virus so far.
New cases of the disease, which is
taking its heaviest toll in young
adults, were reported in other
parts of the country. But President
Felipe Calderón said the majority
of the more than 1,300 people who
were reported ill with flu-like
symptoms have been given a clean
bill of health.

Public-health officials in the Ca-
nadian province of Nova Scotia

confirmed four cases of swine flu
Sunday. New Zealand said 10 stu-
dents “likely” had been infected
with swine flu after a school trip
to Mexico. The Israeli Health Min-
istry said there is one suspected
case in the country.

Russia banned meat imports
from Mexico, several U.S. states
and nine Latin American nations,
though WHO officials said there is
no evidence that the infections are
the result of direct contact with
pork or live swine.

Meanwhile, in the U.S., the CDC
said the number of cases is likely

to rise.
“The public-health community

has a number of active investiga-
tions of suspect illness going on,”
Anne Schuchat, the CDC’s interim
deputy director for science and
public-health programs, said in a
telephone press conference. “I ex-
pect us to find more throughout
the country.”

The CDC confirmed Sunday
that at least eight children at a
school in the New York City bor-
ough of Queens have been in-
fected. New York City health offi-
cials say that despite students test-

ing positive for the swine-flu virus
at the school, there appears to be
no citywide spread of the illness,
nor additional clusters.

Mr. Calderón of Mexico urged
his nation to remain calm and reas-
sured Mexicans that the govern-
ment has plenty of antiviral medi-
cines to treat the outbreaks. Two
antiviral medications, marketed
as tamiflu and relenza, both work
against the bug, according to the
CDC.

In Mexico City, blue surgical
masks proliferated and entrepre-
neurs were selling them on the

streets. And throngs of Mexicans—
some with just a fever—rushed to
hospitals.

Mexican soldiers and health
workers patrolled airports and
bus stations, looking for people
showing symptoms. Hundreds of
public events were called off to
keep people from congregating
and spreading the virus in large
crowds. Markets and restaurants
were nearly empty. Two soccer
games scheduled for Sunday were
expected to be played in front of
empty stadiums but broadcast on
television.

Roman Catholic officials
planned to hold mass later inside
an empty Basilica of the Virgin of
Guadalupe for broadcast over the
airwaves.

The first death in Mexico oc-
curred in southern Oaxaca state
on April 13, but the government
didn’t send the first of 14 mucous
samples to the CDC until April 18,
around the same time it dis-
patched health teams to hospitals
looking for patients with severe
flu or pneumonia-like symptoms.

Those teams noticed some-
thing strange: The flu was killing
people aged 20 to 40. Fatal flu vic-
tims are usually either infants or
the elderly. The Spanish flu pan-
demic, which killed at least 40 mil-
lion people world-wide in 1918-19,
also first struck otherwise healthy
young adults.

 —David Luhnow, David
Gauthier-Villars, Gordon

Fairclough and Yumiko Ono
contributed to this article.
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Encroaching
Countries are on alert for new cases of the 
deadly swine flu, a strain that can be passed 
from one human to another. Many cases of 
suspected swine flu have shown up in France, 
Spain, Israel and New Zealand in people who
have recently returned from Mexico.

New York City, 
Queens
Several students 
with confirmed 
swine flu

Canada
4 confirmed cases

Texas, San Antonio
2 confirmed cases

Kansas
2 confirmed 
cases

California, San Diego 
and Imperial counties
7 confirmed cases.

France
2 suspected cases

Spain
3 suspected cases

Israel
1 suspected case

New Zealand
10 suspected cases

Area of detail

Note: Cases reported through 1700 GMT Sunday
Source: WSJ reporting; World Health Organization; Centers for Disease Control and Prevention

Mexico
Possible 1,300 cases, 
81 deaths caused by 
flu-like illness 
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BRICs look to build more leverage at IMF
Offer to buy bonds
is part of a strategy
to have a bigger say

By Bob Davis

WASHINGTON—A push by Bra-
zil, Russia, India and China to have
the International Monetary Fund is-
sue its first bonds has become part
of a strategy by developing nations
to gain a bigger say at the IMF.

At the fund’s annual spring meet-
ing, the four countries said they
were willing to contribute to a qua-
drupling of IMF resources to $1 tril-
lion, mostly by purchasing bonds.
The bonds would be denominated in
the IMF’s quasicurrency, called spe-
cial drawing rights, have a maturity
of a year or so, and be sold only to cen-
tral banks. If the so-called BRIC coun-
tries have their way, the bonds could
also be sold on secondary markets to
make the instruments more liquid.

The proposed purchase is meant
to send a double message, said Es-
war Prasad, a former IMF official

who remains close with the Chinese
and Indian officials: The BRIC coun-
tries are willing to contribute to the
IMF, but they won’t contribute
heavily to longer-term fund re-
sources until the IMF increases their
voting shares substantially. “They
don’t want to get locked into provid-
ing more money until they get their
[shares] increased,” Mr. Prasad said.

The issue of voting rights and
IMF bonds were at the forefront of
the IMF meetings, where discus-
sions also explored the state of the
global economy and providing sup-
port for low-income countries.

In a statement Saturday to the
IMF’s main advisory committee, Bra-
zilian Finance Minister Guido Man-
tega said the IMF “still has to ad-
dress its original sin: its democratic
deficit.” Egyptian Finance Minister
Youssef Boutros-Ghali, the chairman
of the advisory group, said in an in-
terview that he wants to get national
leaders involved in remaking the
IMF voting system. IMF voting
shares are supposed to generally re-
flect global economic power but now
give far greater weight to countries
that were powerful after World War

II, especially smaller European ones.
In March 2008, after lengthy ne-

gotiations, the IMF announced that
developing nations’ voting shares
would increase by 5.4 percentage
points and said it would look again at
the subject in 2013. For Brazil, that

meant its voting share increased by
0.3 point to 1.7%. China’s voting
share was boosted 0.9 percentage
point to 3.8%. Even those increases
haven’t yet gone into effect. (The vot-
ing rights for Belgium and the Neth-
erlands equal China’s, even though
China is a much larger economy.)

The IMF now is committed to re-
visiting the issue in 2011. But the
BRIC countries believe the IMF’s
need for funds gives them addi-
tional leverage. At the summit of

leaders of the Group of 20 industrial-
ized and developing nations early
this month, British Prime Minister
Gordon Brown said China was ready
to lend the IMF $40 billion. But
China never committed to that
amount and is now balking, said IMF
and other finance officials.

Instead, the Chinese are looking at
contributing perhaps half that much,
which would be in line with its voting
share, and providing additional
money through bond purchases. The
latter are seen as less significant by
the IMF because they are for a limited
time. Brazil, India and Russia also are
pushing bond purchases.

The U.S. generally backs the
BRICs’ effort to get greater represen-
tation. But some U.S. officials be-
lieve the BRIC bond strategy could
backfire because they would be seen
to have played politics rather than
contributing fully to the IMF during
an economic crisis. Indeed, Western
European countries, which have
pledged $100 billion to the IMF, are
now considering boosting that
amount to $160 billion, one official
said, in part to help justify Europe’s
bigger stake in the IMF.

Nearly every IMF plan to revamp
the voting structure foresees a
smaller role for European counties,
especially smaller ones like Belgium
and the Netherlands. In an inter-
view with Reuters, Belgian Finance
Minister Didier Reynders said that
the country should keep its seat on
the IMF’s 24-member governing
board because European countries
contribute heavily to the IMF.

Sports volley
A media executive serves up
what he hopes to make a new
craze: ping-pong > Page 29
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Voting rights and
the IMF bonds were
at the forefront of
weekend meetings.
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U.S. looks to lead way on climate
Forum gives Obama
a chance to forge
global consensus

William Morris and Endeavor prepare for merger vote

Statins may protect against prostate cancer

By Stephen Power

The Obama administration takes
a crack at forging consensus on how
to fight climate change, when the
State Department hosts the “Major
Economies Forum on Energy and Cli-
mate” this week in Washington.

The meeting, called for by Presi-
dent Barack Obama last month,
seeks to reinvigorate a process that
began under George W. Bush but
that was seen by much of the world
as lacking credibility because of Mr.
Bush’s refusal to support economy-
wide curbs on U.S. greenhouse-gas
emissions.

The clock is ticking on Mr.
Obama to show he can produce re-
sults. In December, governments
from around the world meet in Den-
mark to forge a successor to the Ky-
oto Protocol, a 1997 agreement that
established legally binding commit-
ments by participating nations to re-
duce greenhouse-gas emissions.

Mr. Obama, as a presidential can-
didate, said his election would be re-
membered as “the moment when the
rise of the oceans began to slow and
our planet began to heal.” But in re-
cent weeks, some members of his
party have balked at the leading pro-
posal in Congress to curb green-
house-gas emissions. Friday, the
longest-serving member of the
House of Representatives, Rep. John

Dingell (D., Mich.), called the pro-
posal “a tax, and…a great big one."

Meanwhile, Mr. Obama’s aides
are trying to manage the world’s ex-
pectations of what he can deliver. In
an interview last week, Todd Stern,
the top U.S. negotiator of interna-
tional climate-change agreements,
pointed to the recent economic-
stimulus package, which contained
tens of billions of dollars for low-car-
bon energy, and moves by the Envi-
ronmental Protection Agency to reg-
ulate greenhouse-gas emissions
from automobiles, as evidence that

the new administration is moving
swiftly to combat climate change.

At the same time, Mr. Stern, who
will be leading this week’s talks, said
he is telling fellow diplomats that
“what the U.S. is going to do in terms
of commitments to reducing green-
house gases is going to fundamen-
tally be framed by what Congress
does.” This week’s talks aren’t likely
to produce any breakthroughs, he
said, but rather a chance for govern-
ments to engage one another in a
more informal, intimate way than is
possible during the larger, noisier

proceedings organized by the
United Nations.

“I’m not actually making prom-
ises that are unaligned with what’s
going on” on Capitol Hill, Mr. Stern
says. Referring to Kyoto—a pact he
helped fashion as a member of the
Clinton administration but that Pres-
ident Bill Clinton never submitted
to the U.S. Senate for ratifica-
tion—Mr. Stern says, “International
action unaligned with our domestic
congressional action environment
is a route we’ve tried before, and it
didn’t work.”

By Lauren A. E. Schuker

William Morris Agency and En-
deavor, two of Hollywood’s biggest
talent brokers, plan to vote on a pos-
sible merger Monday, according to
people familiar with the matter.

A possible merger between the
two closely held firms has been in
the works for some time but has

gained momentum recently as the
recession pushed more clout into
the hands of Hollywood studios,
squeezing talent agents and their cli-
ents.

The fees and commissions that
agents count on began to shrink
with Hollywood’s profit margins,
and studios are forcing midlevel ac-
tors to accept pay cuts of millions of

dollars. It is still possible, however,
that the vote could be postponed.

At a time of great uncertainty in
the industry, a newly merged Wil-
liam Morris-Endeavor agency
would become a force to reckon
with in Hollywood. By combining its
ranks of nearly 400 agents and their
client rosters, the new company will
have significantly more leverage

when it comes to negotiating with
the television and film studios. With
such a large purview, the new com-
pany will also pose a serious threat
to the reigning leader in the talent in-
dustry, Creative Artists Agency.

Placing a valuation on the deal is
difficult, analysts say, because the
companies’ main assets are their hu-
man capital.

By Ron Winslow

CHICAGO—Cholesterol-lower-
ing drugs called statins that are a
major weapon against cardiovascu-
lar disease may also protect men
against prostate cancer and other
urological problems, new research
suggests.

In a study involving 2,447 men
who were followed for 14 years,
those taking statins were two to
three times less likely to be diag-
nosed with prostate cancer com-
pared with those who weren’t tak-
ing the medicines. The longer they
were taking the medicines, the
lower their risk of the cancer. The
men were similarly less likely to
have a biopsy to test for prostate
tumors or to have elevated levels
of prostate-specific antigen, or
PSA, a marker for increased risk of
the disease.

The findings were presented
Sunday at the meeting of the Amer-
ican Urological Association here.
Researchers from the Mayo Clinic,
Rochester, Minn., who conducted
the study, said the results were in-

triguing, but they cautioned that
they are from an observational
study and not robust enough to rec-
ommend statin therapy to aid in
prevention of prostate cancer.
That would take a large and pro-
longed randomized trial.

“It was a fairly substantial
lower risk,” said Jennifer St. Sau-
ver, an epidemiologist at Mayo and
one of the investigators on the
study. “If men are already taking
statins for something else, maybe
they are getting another benefit as
well.”

About 186,000 new cases of
prostate cancer were diagnosed in
the U.S. last year, according to the
American Cancer Society; it ac-
counted for nearly 29,000 deaths,
making it the second leading cause
of cancer death in American men
after lung cancer. More than
250,000 men world-wide die of
prostate cancer each year.

Statins, which include Pfizer
Inc.’s Lipitor, AstraZeneca PLC’s
Crestor and several generics, are
among the pharmaceutical indus-
try’s top-selling medicines. They

have been shown in numerous ma-
jor studies to reduce risk of death,
heart attacks, strokes and other
consequences of cardiovascular
disease. Possible side effects in-
clude muscle pain that leaves
some patients unable to take the
drugs.

In three presentations Sunday,
Mayo researchers reported that
38, or 5%, of 729 men who were tak-
ing statins during the study were
diagnosed with prostate cancer,
compared with 186, or 11%, of 1,718
men not using statins; 11% of statin
takers and 25% of those not taking
statins had a biopsy to test for the
presence of tumors.

The researchers also found that
men taking statins were less likely
to have benign enlargement of the
prostate, a noncancerous condi-
tion that can make urination pain-
ful or difficult, or to suffer from
erectile dysfunction.

Whether lower cholesterol lev-
els are associated with the reduced
risk hasn’t been determined yet, re-
searchers said.

In addition to their cholesterol-

lowering effects, statins have been
shown to reduce inflammation—a
possible reason for their effect on
prostate-cancer risk. “Prostate
cancer is thought to be initiated by
an inflammatory response in the
prostate,” said Jeff Karnes, a urolo-
gist at Mayo who was involved in
the new research, which was
funded by the clinic. A separate
study by Duke University research-
ers being presented at the urology
conference found that prostate-tu-
mor specimens taken from men on
statins had significantly less evi-
dence of inflammation than those
from men not on the drugs.

Men in the Mayo study are par-
ticipants in the Rochester Epidemi-
ology Project, a long-term effort to
study the natural history of dis-
ease in Olmstead County, Minn.,
where the clinic is the dominant
provider of health care. One limita-
tion is that the county is nearly all
white, so the implications of the
new report for African-American
men, who are more than twice as
likely as whites to develop pros-
tate cancer, aren’t clear.

By Giada Zampano

ROME—Italy’s debt-laden
broadband operator Tiscali SpA is
in talks to sell its U.K. assets to Car-
phone Warehouse Group PLC, ac-
cording to a person familiar with
the situation.

Tiscali faces a tight schedule as
it tries to finalize sale talks by the
end of the month, this person said.
“The deal is still far from being
done, but it has to be finalized
quickly, in light of Tiscali’s ongo-
ing debt renegotiation,” the per-
son added.

Other potential parties are in-
terested in the company’s U.K. as-
sets, which were put up for sale
more than a year ago, the person
said.

Tiscali confirmed that talks are
under way to sell its U.K. opera-
tions, but didn’t name interested
parties. Carphone Warehouse de-
clined to comment.

Analysts noted that Tiscali,
which needs to restructure its busi-
ness with a new strategy and nego-
tiate with lenders to guarantee its
survival, now risks selling its core
U.K. assets at a much lower price
than a year ago. The Italian opera-
tor failed to clinch a deal on those
assets last year due to worsening
credit-market conditions and stiff-
ening competition in its core U.K.
and Italian markets.

Sardinia-based Tiscali has
sparked investor concern over its
financial viability, and its auditor,
Ernst & Young, earlier this month
withheld judgment on its 2008 ac-
counts.

Acquiring Tiscali’s U.K. opera-
tions would make Carphone Ware-
house the U.K.’s second biggest
broadband operator behind BT
Group PLC, ahead of Virgin Media
Inc. Carphone Warehouse’s Talk-
Talk business has 2.8 million broad-
band customers, while Tiscali UK
has 1.8 million, and BT’s customer
base is 4.7 million.

“Price is the key to close this
deal,” the person familiar with the
situation said.

Tiscali recently called off talks
over its U.K operations with Brit-
ish Sky Broadcasting Group PLC
because of the deteriorating mar-
ket. BSkyB wasn’t immediately
available to comment. News Corp.,
owner of The Wall Street Journal,
has a roughly 39% stake in BSkyB.

The bid value for Tiscali is now
likely to be around £350 million
($515 million), almost half last
year’s valuation of around £600
million, said Milan-based asset
manager Gianpaolo Rivano of
GestiRe.

Tiscali has already suspended
payments on its long-term debt,
which totals Œ500 million ($657
million), with Intesa Sanpaolo SpA
and J.P. Morgan Chase & Co. among
its key lenders.

Tiscali confirmed in a state-
ment “the existence of negotia-
tions for the disposal of its activi-
ties.” It added that the sale talks
would proceed together with the
continuing debt-renegotiation pro-
cess. The company didn’t say
whether talks are still continuing
for its Italian operations, which
were also put up for sale last year.
 —Erica Herrero-Martinez

in London contributed
to this article.
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Tiscali kicks sale
of U.K. assets
into higher gear
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Chrysler LLC’s lenders contin-
ued to soften their stance toward a
debt-restructuring plan with the
U.S. Treasury, concessions that lend-
ers say are proving most beneficial
to a player not even in the room: Ital-
ian auto maker Fiat SpA.

The lenders said Friday that they
would trim their $6.9 billion in se-
cured debt to $3.75 billion, down
from a $4.5 billion offer made Tues-
day. The creditors dropped their re-
quest for $1 billion of preferred
stock in Chrysler and a separate re-
quest that Fiat put $1 billion of cash
into Chrysler as part of an alliance
between the car makers, people fa-
miliar with the matter said.

The lenders stayed firm in their
request to keep 40% of the equity in
a restructured Chrysler, said a per-
son familiar with the matter. That
leaves the lenders and the govern-
ment still far apart on the main
terms: The government wants the
lenders to keep just $1.5 billion of
the debt and 5% of the equity of a re-
vamped company. The government
has set a Thursday deadline to deter-
mine the auto maker’s fate.

Debt holders have expressed agi-
tation about Fiat, itself weakened by
the global recession. As designed,
the Turin, Italy, company would get
20% of the auto maker without put-
ting a dollar of its own capital at

risk. Fiat’s main commitment to
Chrysler would be to provide some
technology and to share the guts, or
platforms, of certain models.

The U.S. government already has
agreed to forgive the $4 billion it
lent Chrysler and to inject a further
$6 billion into the auto maker to fi-
nance its possible bankruptcy filing
and operations. Most important to
Chrysler’s health, the government
has negotiated a deal with the
United Auto Workers union that
should reduce the company’s pen-
sion and health-care costs.

For the lenders, the fear is that
Fiat doesn’t have enough at stake in
the negotiations, given it will likely
assume day-to-day control of the
company without putting up its own
money.

Several lenders said their con-
cern is Fiat will overcharge Chrysler
for new technologies or parts. It
could also make in-kind equity con-
tributions to build up its equity
stake if it does decide Chrysler has a
future.

This is why lenders’ proposals to
the government have demanded se-

nior management appointees, gover-
nance provisions and technology
transfers that are acceptable to
them. The lenders also are pushing
for a board seat and rights to over-
see how Fiat governs the company.

The financial stakes are greater
for the lenders, the U.S. government
and the UAW. Each could lose bil-
lions of dollars if Chrysler can’t even-
tually pay its bills or its equity stake
turns out to be worth little.

“Fiat is getting a good deal,” said
Aaron Bragman, an analyst at IHS
Global Insight.

Chrysler debt talks benefit Fiat
Amid creditors’ concessions, the Italian auto maker wouldn’t need to put capital at risk

Ford targets rivals as it posts $1.4 billion loss

 Source: CSM Worldwide
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By Matthew Dolan

Ford Motor Co., reporting a
smaller-than-expected loss for the
first quarter, said it likely wouldn’t
need a government bailout. But it
warned that an uncontrolled bank-
ruptcy reorganization of General
Motors Corp. or Chrysler LLC
could change that by taking down
their shared networks of suppliers
and dealers.

Chief Executive Alan Mulally
said “we do not expect to require a
bridge loan from the U.S. govern-
ment.” His optimism reflects
Ford’s effort to remake itself as a
leaner car company without gov-
ernment oversight.

Ford posted a net loss of $1.4 bil-
lion, or 60 cents a share, a reversal
from net income of $70 million, or
three cents a share, a year earlier.
But the loss was lower than analysts
expected and a marked improve-
ment from the $5.5 billion Ford lost
in the fourth quarter. Revenue fell
37% to $24.8 billion.

The results reflect in part Ford’s
strategy: Steal customers from its
weakened crosstown rivals and sep-
arate Ford from GM and Chrysler in
the minds of the public, investors
and lawmakers.

The strategy is part of a longer-
term vision that would have Ford
rise above its age-old competitors
to form a new, global Big Three with
the two largest car makers, Toyota
Motor Corp. and Volkswagen AG,
people familiar with the company’s
thinking said.

In its earnings report, Ford of-
fered a glimpse at the latest thrust
in its strategy. The company said it

will boost production of midsize se-
dans such as the Ford Fusion, rais-
ing its overall U.S. production esti-
mate for the first time in 15 months.
The additional cars will help step up
its drive to grab customers and mar-
ket share from GM and Chrysler,
which are slashing production.

In certain U.S. markets, Ford has
been offering $1,000 in “conquest
cash” to customers who trade in
Chrysler vehicles. Its dealers also
are running ads to emphasize how it
differs from the other two.

One ad placed by Chicago-area
dealers argues that “Ford’s progress
in the past two years demonstrates
why it doesn’t need a bridge loan
from Congress.”

Chrysler and GM owners “have
been defecting to Ford and Lincoln-
Mercury products in great num-
bers since the beginning of the
year,” Amanda DeMouthe, a mar-
keting manager for Ford’s North-
east operations, wrote in an April 9
email to dealers.

Independent numbers seem to
back up Ms. DeMouthe’s assertion.
In March, 48% of Ford buyers turned
in cars or trucks of other manufac-
turers, up from 38% in August, ac-
cording to Edmunds.com, an auto-
shopping Web site.

Meantime, the “conquest rate”
for GM’s Chevrolet was 47% last
month, down from 49% in August,
and for the Chrysler brand the rate
was 59% last month, down from 67%
in August, according to Edmunds.
GM said the data are consistent with
its own numbers. “Regardless of the
swing, Chrysler’s conquest rate is
59%—the highest of the three com-
panies—we are pleased,” a Chrysler

spokeswoman said.
Still, Ford isn’t out of the woods.

Its monthly sales have fallen year
over year by more than 40% for the
past three months. Since Mr. Mulal-
ly became CEO in 2006, the com-
pany pulled back from its promise to
return to profitability in 2009 and
has lost $31.4 billion. Ford insists
it’s on track to break even in its
North America operations by 2011.

The fate of Chrysler, which could
fall into a managed bankruptcy by
this week, is another pressing con-
cern. A similar fate hangs over GM,
which has until the end of May to se-
cure givebacks from its unionized
workers and debt holders or face
getting cut off from additional gov-
ernment loans.

Even a managed bankruptcy at
GM or Chrysler could disrupt the in-
dustry’s supply chain, triggering
plant shutdowns, including at Ford.
A person familiar with the matter
said Ford has drawn up a list of criti-
cal suppliers to decide which ones it

would prop up under that scenario
and which ones to pull out of in favor
of a more stable competitor. “The
health of the supply base is probably
the most critical issue as the govern-
ment helps GM and Chrysler restruc-
ture,” Mr. Mulally said Friday.

Just six months ago, fearful of
an industry collapse, Ford ap-
peared to be joined at the hip to its
two main rivals.

In October, at a meeting of De-
troit’s three CEOs, Chrysler’s Robert
Nardelli and GM’s then-chief, Rick
Wagoner, asked Mr. Mulally to join
them in Washington to present a
united front in pleading for aid for
Detroit, according to a person famil-
iar with the matter. The Ford boss
eventually agreed.

“There was a lot of debate back
and forth but at the end of the day
we said, ‘Hey, listen, we need to
show support to the industry,’”
Mark Fields, Ford’s president of
the Americas, recalled in a recent
interview.

Unlike his counterparts, Mr.
Mulally didn’t ask Congress for
taxpayer dollars, but instead
sought only a $9 billion line of
credit in case the recession wors-
ened significantly.

By late December, Mr. Mulally
and his top lieutenants stopped
talking publicly about their re-
quest for a $9 billion U.S. line of
credit, concluding it tended to
make Ford be lumped in with the
more-troubled GM and Chrysler in
the public’s mind.

The company also realized it had
to accelerate restructuring efforts
to ensure Ford wouldn’t have to
seek a federal handout.

By Sharon Terlep

And John D. Stoll

General Motors Corp. is ready-
ing plans to ditch its fabled Pontiac,
an 82-year-old division that last
flourished selling sporty, muscle
cars, people familiar with the mat-
ter said Friday.

During its heyday three decades
ago, Pontiac was the launching
ground for young auto designers
and executives including John De-
Lorean. But its sales have tumbled
70% since their peak in 1978, and the
unit in recent years has been a
steady money loser.

GM has more than three months’
supply of Pontiacs on dealer lots, ac-
cording to Edmunds.com, an auto-
shopping Web site. Last month, the
average Pontiac sold for 22% off the
sticker price, compared with the in-
dustry average of 16%, Edmunds
said.

GM spokesman Jim Hopson said
no final decision on Pontiac’s future
has been made. But he said nothing
is guaranteed. “Everything has been
put under review,” Mr. Hopson said.

The auto maker, facing a June 1
U.S. deadline to dramatically re-
structure or go bankrupt, is ex-
pected to disclose this week that it
will eliminate or sell Pontiac, accord-
ing to several people who have been
briefed on the plan. The decision
comes as GM must show it can make
cuts to win continued government fi-
nancing.

GM had said it intended to keep
one or two Pontiac models. But the
Obama administration is pressuring
GM to accelerate its downsizing.
The auto maker is working on plans
to sell or liquidate its Saturn, Hum-
mer and Saab divisions. Each has re-
ceived some interest from outside
buyers, but it remains unclear
whether any will survive.

GM’s last automotive division to
be eliminated was Oldsmobile in
2000. That decision cost GM billions
of dollars in dealer-buyout costs, led
to litigation and frayed many rela-
tionships with dealers and buyers.

“Disappointment is an under-
statement,” Russ Shelton, owner of
Shelton Pontiac Buick GMC in Roch-
ester Hills, Mich., said of word of
GM’s decision.

Pontiac’s first model was a 1926
six-cylinder roadster called the
Chief of the Sixes. In following
years, the brand became known for
offering sporty V8 models that were
cheaper than Buicks and used com-
ponents from low-cost Chevrolets.

In the 1960s, the Pontiac GTO be-
came the founding member of De-
troit’s horsepower wars. That car
was created by Mr. DeLorean and in-
troduced in the fall of 1963. Shortly
thereafter, Ford introduced its Mus-
tang and Chrysler its Plymouth Barra-
cuda as responses to GM’s hit coupe.

One of Mr. DeLorean’s legacies—
the so-called widetrack vehicle de-
sign—remains a feature of some Pon-
tiac automobiles, and has played a
role in its advertising messages.

In the 1970s, Pontiac went into
decline as the Arab oil embargo
drove up gasoline prices and con-
sumers turned away from gas guz-
zlers. Pontiac enjoyed a brief resur-
gence during the 1980s when gas
prices fell and GM accompanied its
“Pontiac Excitement” marketing
campaigns with smaller cars that
had bigger engines, such as the
Trans Am and Firebird.
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A smaller loss
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GM plans to junk
its Pontiac brand
amid cutbacks
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AB InBev’s U.S. unit serves up ping pong
As sponsorship costs
increase, big brewer
gets into a new game

By Evan Ramstad

SEOUL—Memory chips appear
to have hit the bottom of their busi-
ness cycle, an important signal for
the broader semiconductor indus-
try that is in its worst slump to date.

Memory chips account for just
14% of the $260 billion global semi-
conductor industry. But they are a
leading indicator of industry per-
formance because of their commod-
ity-like status as widely used prod-
ucts that are hard to differentiate.
The memory downturn that began
in early 2007 foreshadowed last
year’s broader industry troubles,
which became worse after the fi-
nancial-industry crisis led to a glo-
bal downturn.

The two biggest makers of mem-
ory chips, Samsung Electronics Co.
and Hynix Corp., both of South Korea,
on Friday announced smaller chip-re-
lated losses for the first quarter than
they experienced a year earlier.

“Looking at the first-quarter sit-
uation, I have to believe the mem-
ory market hit the bottom,” said
Nam Hyung Kim, a memory-chip
market analyst at iSuppli Corp. in El
Segundo, Calif. “From now, it’s the
recovery stage. But the problem is
the manufacturers have a long way
to recover.”

Earlier this month, expectation-
beating quarterly results from lead-
ers of other chip segments, such as
Intel Corp. in microprocessors and

Texas Instruments Inc. in digital sig-
nal processors, also raised hopes
that the industry’s downturn may
be reaching a turning point.

Makers of memory chips experi-
enced their longest upturn ever
from 2002 to 2007 as computing
functions spread into cellphones
and NAND flash memory exploded
in use for storage cards, digital mu-
sic players and other gadgets. In
2004, Samsung’s operating profit
margin for chips was 41%, a record
for the company.

Big profits spurred Samsung and
others to invest heavily in new facto-
ries for memory chips, creating ex-
cess capacity that began to sharply
erode prices and profits in early 2007.
The surge in production came as de-
mand growth for personal computers
and other digital gadgets that use
memory chips slowed. Early last year,
small makers of memory chips tum-
bled into the red and, by year end, in-
dustry leader Samsung was also un-
profitable.

Many manufacturers cut back
production in response and are
now operating well below their ca-
pacity. Even so, Mr. Kim estimated
that all of Taiwan’s chip makers,
which account for about 25% of glo-
bal DRAM production, could stop
work and the industry would still
be oversupplied.

In another potentially positive
signal, spot-market prices for mem-
ory chips have risen sharply over

the past six weeks. On Friday, the
average spot price of the main-
stream one-gigabit DRAM chip was
$1.21, up 61% from its low of 75
cents on March 11, according to
DRAMeXchange.

But executives remained cau-
tious as higher prices will likely trig-
ger makers to restart some idled ca-
pacity, creating a burst of supply
that would damp prices and profits
again. “We are not seeing any clear
indication of demand improve-
ment,” Cho Nam-seong, a vice presi-
dent of Samsung’s chip business,

told analysts on Friday.
Memory-chip makers sharply

cut capital spending to cope. Ana-
lysts estimate DRAM-related spend-
ing will plunge to about $4 billion
this year from $11 billion last year
and $22 billion in 2007, while spend-
ing on NAND will be about $3 billion
compared with $8 billion in 2008
and $11 billion in 2007.

Hynix executives said Friday
they will delay ordering new equip-
ment until at least June. Samsung ex-
ecutives said they still haven’t de-
cided how much to spend this year.

For the first quarter, Hynix re-
ported a net loss of 1.18 trillion won
(881 million), narrower than its loss
of 1.69 trillion won in the fourth
quarter but far wider than its loss of
675 billion won in the first quarter
of last year.

Samsung saw a slight narrowing
in the operating loss of its chip busi-
ness to 670 billion won in the first
quarter from 690 billion won in the
fourth quarter, though the margin
of its loss widened on lower reve-
nue. The business had 200 billion
won in operating profit in the first
quarter of 2008.

Samsung’s overall net profit
was 620 billion won, down 72%
from a year earlier. Its consumer-
electronics division produced a
sharp jump in operating profit
while the cellphone business, its
largest by revenue, posted a mar-
ginal improvement.

By Matthew Futterman

A group of sports and entertain-
ment marketers is betting ping pong
will be the next game to sweep the na-
tion, and Anheuser-Busch InBev’s
U.S. unit is getting into the action.

Anheuser-Busch, one of the big-
gest advertisers in the U.S., has

signed on as the
lead sponsor of the
Bud Light Hard Bat

Ping Pong Tournament, which
started last month.

The big brewer is backing Robert
Friedman, president of media and
entertainment for New York com-
mercial-production company
@Radical Media, and several major
partners, who think ping pong could
be the next Texas Hold ’Em, the card
game featured in the highly success-
ful World Series of Poker.

The nostalgia factor, made
keener by the recession, is one rea-
son they are confident of ping pong’s
appeal. “This is about the residual
goodwill we all feel for the better
times we grew up with,” says Mr.
Friedman. “This conjures up family.”

As the idea for the new tourney be-
gan to jell, Anheuser Busch was re-
evaluating, and even shedding, sev-
eral longtime deals with athletes and
major sports teams. It removed the
familiar Budweiser sign from atop
Chicago’s Wrigley Field and ended a
30-year relationship with drag-rac-
ing legend Kenny Bernstein.

In came ping pong. With exclusive
sponsorships for mainstream teams
andandsportsbecomingevermoreex-
pensive, Anheuser Busch needed to
strike a balance. Keith Levy, the brew-
er’s vice president of marketing, says

hiscompanyhastodobig,brand-build-
ing campaigns attached to major
events and teams, but also reach beer
drinkers at the grass-roots level.

“Bud Light has always been a fun
brand,” Mr. Levy says. “This fits in
with what we’ve done with it in the
past.”

More is at stake than fun, however.
The brains and the money behind the
tournament come not just from An-
heuser-Busch and Radical Media but
alsofromMarkGordonCo.,whichpro-
duces “Grey’s Anatomy” and other
hits, and FremantleMedia Enter-

prises, producer of “American Idol,”
who see it as a potentially major
money maker.

“Table tennis is ripe for reinven-
tion,” says Keith Hindle, executive
vice president of London-based Fre-
mantle, who foresees a variety of rev-
enue streams from live ping pong
events, branded merchandise, spon-
sorships and league memberships.

The organizers know they have
to come up with an innovative ap-
proach to televising a game that in
the past has been hard to follow be-
cause of the speed and the size of

the ball. Even if they
can, could this really
be the next poker?

Poker already had
a long-established
mystique, built on im-
ages of high rollers in
deluxe Las Vegas hotel
suites, before Internet
gambling and the
World Series of Poker
inspired a wider appre-
ciation of the mental
calculations taking
place around the table
behind low-brimmed
caps and sunglasses.

Ping pong, by con-
trast, is more closely
associated with subur-
ban basements and
harsh fluorscent

lights. Even so, the International
Olympic Committee says table ten-
nis is the world’s leading participa-
tion sport, with 40 million competi-
tive players world-wide and tens of
millions more playing for fun.

Hardbat Ping-Pong is played
with old-style, wooden paddles cov-
ered with dimpled rubber that pro-
duce an unmistakable knocking
sound. They also make for a slower
game with longer rallies than the
foam or sponge paddles that yield
the fast-paced, spin-crazy brand of
table tennis in which most points
end within a few shots. Using the
hard-bat paddles levels the playing
field, giving a standout barroom
player a chance to topple a pro, espe-
cially with the handicap system the
Bud Light tournament will use.

Competition started in March,
with local Anheuser-Busch distribu-
tors supplying Bud Light-branded
ping pong tables to some 4,600 bars
where regional competitions are un-
der way. Winners can land an invita-
tion to the tournament finals and play
for the $100,000 prize in Las Vegas in
lateJune.K-Swiss,thetennisoutfitter,
has agreed to be the official clothing
and footwear supplier for the event.

That event, which will also in-
clude professionals, will be the fo-
cus of a two-hour television special
on the event that the organizers
plan to air on Walt Disney’s ESPN in
September.

Mr. Friedman and Jordan Wynn,
executive of Mark Gordon Co., say
they noticed ping-pong re-emerg-
ing in popular culture over the past
year. The posse on the HBO series
“Entourage” played during an epi-
sode, for example, and hip-hop star
50 Cent had a ping-pong theme at
his birthday party.

“The question was could we take
this game out of the basement and
the cluttered garages,” says Mr.
Friedman. “We think the timing is
just right.”

Mr. Wynn goes so far as to sug-
gest ping poing has sex appeal. “It’s
taking on this cool cultural space of
short-shorts and retro headbands,
and it’s kind of goofy, but it’s also
got people who take it very seri-
ously,” Mr. Wynn says. “It’s poker
eight years ago.”

Tiscali talks asset
sale with Carphone
Warehouse. Page 30

How to stay
healthy during flu
outbreak. Page 31

Memory-chip firms signal industry bottom

This week’s Washington climate forum
will give President Obama a chance to
forge global consensus. Page 30

Source: iSuppli Corp.

Bounce
Global DRAM and NAND 
memory-chip revenues, in billions 
of dollars
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Bud Light ping-pong tables were supplied to 4,600 U.S.
bars for regional competitions. Right, a tourney logo
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By John D. Stoll

General Motors Corp. is intensify-
ing its focus on China as it edges
closer to a bankruptcy filing in the
U.S. and other international units
sputter.

The auto maker, until recently the
world’s biggest by output, has re-
mained a relative powerhouse in
China thanks to a pair of partner-
ships: a joint venture with Shanghai
Automotive Industry Corp. and a mi-
nority interest in microminivan
maker Liuzhou Wuling Motors Co.

GM Chief Financial Officer Ray
Young last week said that Wuling will
eventually begin developing its own
brand of ultrainexpensive passenger
cars, representing a major step for a
brand whose decades-old design pri-
marily caters to Chinese farmers and
other rural customers. Wuling’s push
into more consumer-oriented prod-
ucts also presents a considerable op-
portunity for GM, which has thus far
relied on its mainstream
Chevrolet brand as its low-
cost car division in emerg-
ing markets.

Mr. Young said that even
without a legitimate passen-
ger car, Wuling’s sales have
increased tenfold in recent
years and now represent
more than a half-million
sales annually, or more than
all of GM’s other brands com-
bined in China. Wuling has a
contract to build small Chev-
rolet vehicles for the Chinese market.

Mr. Young also said the auto
maker is looking to expand its GM
China operations beyond the na-
tion’s borders in order to boost its
presence in the entire Asian-Pacific
region. GM Asia Pacific President
Nick Reilly in an interview Saturday
said Wuling’s plan to build passen-
ger cars, which hasn’t been an-
nounced officially, could be the key
to making this happen.

Shanghai Automotive also owns
a stake in Wuling, and Mr. Reilly said
the three-way venture could be how
GM plays a leading role in the gov-
ernment’s mandate for its indige-
nous auto companies to become
players on the global scene. “We’d
rather it be us than someone else,”
Mr. Reilly said.

Historically, in order for outsiders
to penetrate the Chinese market,
they had to enter a partnership with
a Chinese company. This arrange-
ment has led to better quality and
technology for Chinese auto makers
and an inside track into the country’s
rapidly growing market for non-Chi-
nese auto companies, such as GM,

Volkswagen AG and Toyota Motor
Corp., Mr. Young said.

Buzz concerning GM’s China oper-
ations has faded in recent months as
the auto maker has been forced to
rely on $15.4 billion in U.S. loans and
billions more from other govern-
ments. GM’s once-thriving Daewoo
Motor Sales Corp. operation in
South Korea and its businesses in Rus-
sia and Latin America have fallen on
hard times because of a global down-
turn. The auto maker is likely to re-
port continued losses in each of these
operations when it reports first-quar-
ter earnings in May.

Given the hardships of GM’s other
units and the rapid evolution of the
Chinese auto industry, GM China is
now considered to be among the com-
pany’s most important ventures and
one of the few units in the company
that could survive the current eco-
nomic crisis without major damage.
GM’s Opel division in Europe and its
Latin America operation are being

considered for partnership
with Fiat SpA and other
suitors.

While other global oper-
ations struggle, GM China,
in existence for little more
than a decade, is growing. It
is adding plant capacity,
plans to increase its stake in
Wuling from about a third
to nearly a half and is seek-
ing other partnerships. The
companyplans dozens of ve-
hicle introductions over the

next five years, and eventually aims
to introduce a version of the Chevro-
let Volt electric car in the country.

While GM doesn’t own a control-
ling stake in Wuling, underestimat-
ing the unit’s importance to the De-
troit auto maker would be a mistake.
Mr. Young said the Wuling operation
is GM’s “lowest-cost operation in the
world” and it has become the compa-
ny’s global benchmark on produc-
tion costs.

“To win globally, we must win in
China,” Mr. Young told a small audi-
ence at a Chinese business luncheon
in Detroit last week. His comments
came as other GM executives and
leaders from dozens of other global
auto makers were assembled in
Shanghai for an annual auto show.

China is expected to become the
world’s No.1 vehicle producer this
year, surpassing Japan. Mr. Young
said he is starting to think China
could outmuscle the U.S. this year as
the No.1 market for vehicle sales. GM
had been predicting China would sur-
pass the U.S. in 2015, but Chinese
sales leapfrogged those in the U.S. in
the first quarter.

GM accelerates efforts
in Chinese auto market

By Neil King Jr.

WASHINGTON—In its bid to fix
Chrysler LLC, the Obama administra-
tion is championing a plan that ex-
poses the United Auto Workers and
its retirees to new risks.

The negotiations among the UAW,
the administration and Chrysler are
politically delicate for a White House
that relied heavily on union support
in key auto states like Michigan, Ohio
and Indiana during the campaign.

Nonetheless, at both Chrysler and
General Motors Corp., the adminis-
tration is demanding sacrifices—in-
cluding lower wages, significant job
cuts and leaner benefits—that will
probably diminish the UAW’s clout in
the industry and as a political force.

The UAW, particularly under Pres-
ident Ron Gettelfinger, has often re-
mained silent during difficult bar-
gaining as long as talks were making
progress.

But “one of the real surprises
here is that the Obama administra-

tion has taken an increasingly tough
line with the union, and yet there has
been almost complete silence from
the UAW and the other unions,” said
Jonathan Cutler, a labor expert at
Wesleyan University.

The Chrysler arrangement, tenta-
tively backed by the UAW,
seeks to protect retiree
health-care benefits in part
by granting the union a large
equity stake in a restruc-
tured Chrysler. The company
is expected to reorganize
through Chapter 11 bank-
ruptcy on the way to forming
an alliance with Fiat SpA.

Chrysler and the UAW
agreed in 2007 that the auto
maker would put $10.3 bil-
lion into a union-managed re-
tiree health-care fund. Half of that
would now be paid in equity, with the
rest coming over time in cash, either
from Chrysler or the U.S. Treasury De-
partment, according to people famil-
iar with the talks.

The deal carries significant risks
for the UAW and its 255,000 Chrysler
retirees. The cash payout will be in
the form of a note that will come due
over several years, while the equity
portion can’t be monetized for some
time, people involved in the talks say.

“Who knows what equity in
Chrysler is worth?” said
one. “Regardless, there are
steep cuts coming to UAW-
Chrysler retirees.”

The proposal to grant
the UAW a large equity
stake has stirred concerns
among Chrysler’s secured
lenders. They question why
the union should be given
preferential treatment
when bankruptcy law
grants priority to the se-

cured lenders. The administration
this week offered to grant the lend-
ers, including Citigroup Inc. and J.P.
Morgan Chase, a 5% equity stake if
they would cut 78% of their loans to
the company.

Even less clear is what will hap-
pen on the pension front. Chrysler’s
pension is underfunded by about
$9.3 billion, according to an estimate
by the government’s Pension Benefit
Guaranty Corp. But It’s unlikely Fiat
would agree to take on those obliga-
tions as part of any alliance.

Should they fall to the federal gov-
ernment as part of bankruptcy or liq-
uidation, Germany’s Daimler AG,
which owned Chrysler until 2007,
could be forced to chip in $1 billion, as
it agreed to do as part of its severance
from Chrysler.

—Melanie Trottman and
Jeffrey McCracken

contributed to this article.

White House tests auto workers

Volvo swings to net loss
Swedish firm lowers
its truck-sales target
amid weak demand

Rough road
Volvo’s net profit/loss, 
in billions of Swedish kronor
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Volvo Chief Executive Leif Johansson 

Ron Gettelfinger

FOCUS ON AUTOMOBILES

Ray Young

By Kyong-Ae Choi

SEOUL—Kia Motors Corp.
swung to a first-quarter net profit
thanks to a weak won and domestic
demand for new models.

Kia Motors—South Korea’s No. 2
car maker after Hyundai Motor Co.,
which owns a 39% stake in Kia—
posted a net profit of 97.4 billion
won ($72.7 million), compared with
a net loss of 24.8 billion won a year
earlier. Operating profit fell 13% to

88.88 billion won because of higher
overseas marketing costs.

Sales fell 5.8% to 3.502 trillion
won from 3.719 trillion won.

Kia Chief Financial Officer Lee
Jae-rok said that although the weak
won and robust sales boosted profit,
“market uncertainties continue to
weigh on the automobile industry.”
The dollar rose 48% against the
South Korean currency and the euro
appreciated 27% in the first quarter
from a year earlier, Kia said.

Kia reports profit amid weak won

By Santanu Choudhury

NEW DELHI—Maruti Suzuki In-
dia Ltd. posted its fifth straight
drop in quarterly net profit as
higher raw-material prices and a for-
eign-currency loss outweighed
higher car sales.

Maruti, which makes one in ev-
ery two cars sold in India, said net
profit slid 19% to 2.43 billion rupees
($49 million) in its fiscal fourth quar-
ter, which ended March 31, from 2.98
billion rupees a year earlier. Net
sales, which subtracts India’s excise
duty on production from gross sales,
climbed 32% to 63.08 billion rupees.

“The cumulative impact of the ad-
verse forex-exchange movement,

both direct and via vendor imports,
impacted our profit,” said Shinzo Na-
kanishi, Maruti’s managing director
and chief executive.

Maruti, the biggest overseas unit
of Japan’s Suzuki Motor Corp.,
gained from lower borrowing costs
and higher demand for its Swift and
A-Star small cars.

Prices of key raw materials, such
as steel and aluminum, began to de-
cline earlier this year amid the glo-
bal recession, but their costs still re-
mained high, company executives
said. Maruti made a fourth-quarter
provision of 1.21 billion rupees for
mark-to-market loss on dollar-ru-
pee derivatives. The rupee fell 3.9%
against the dollar in the quarter.

Maruti Suzuki India posts loss

By Ola Kinnander

Truck maker Volvo AB said it
swung to a first-quarter loss and sig-
naled it doesn’t expect a turnaround
in the near future, in further signs
that the economic downturn contin-
ues to hit the auto industry hard.

The company reduced its fore-
cast for heavy-duty truck sales in Eu-
rope and North America, citing
weak demand.

Volvo, the world’s second-larg-
est truck maker by sales after Daim-
ler AG, posted a net loss of 4.23 bil-
lion Swedish kronor ($521.6 mil-
lion), compared with a year-earlier
net profit of 4.2 billion kronor. Reve-
nue fell 27% to 56.12 billion kronor.

“Demand weakened sharply in
all markets during the first quarter,”
Chief Executive Leif Johansson said,
noting the Swedish company is
slashing costs to better face the
tougher market environment.
“Against the backdrop of current
macroeconomic conditions it is diffi-
cult to make forecasts, but taking
into account the weak development
at the beginning of the year, we are
now reducing our forecast for mar-
kets in Europe and assess that the to-
tal market for heavy trucks will be at
least halved in 2009,” Mr. Johans-
son said.

The company had previously
forecast this year’s European heavy
truck market to fall 40%. The North

American truck market is likely to
fall 30% to 40% in 2009, Mr. Johans-
son added.

The order intake for trucks “con-
tinued to be very weak” in the first
quarter, Volvo said.

The company said the net order
intake, which takes into account
cancellations, plunged 65% from
the first quarter of 2008.

In Europe, Volvo’s biggest truck
market, net orders for trucks
dropped 71% to 7,494 vehicles. In
Asia, net orders fell 70% to 5,712
trucks, and in North America they
declined 49% to 2,869.

Volvo swung to an operating loss
of 4.53 billion kronor from an operat-
ing profit of 6.49 billion kronor.

The company is slashing costs to
better face the harsher market envi-
ronment. It has given notice to

20,757 employees, temporary work-
ers and consultants since the global
financial crisis erupted last autumn.
So far, 11,274 workers have left the
company. It had 98,476 employees
at the end of March.

The measures should save Volvo
nine billion kronor annually, start-
ing in “a few quarters,” Mr. Johans-
son said.

Economic-stimulus packages
from governments and falling inter-
est rates should help demand re-
cover over time, Mr. Johansson
said. China’s increased infrastruc-
ture investments “have led to im-
proved demand for construction
equipment there toward the end of
the quarter,” he said.

“Although these are positive
signs, it is too early to talk about a
sustainable recovery,” he added.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.70 $25.16 –0.34 –1.33%
Alcoa AA 26.70 9.14 0.24 2.70%
AmExpress AXP 86.50 25.30 4.33 20.65%
BankAm BAC 561.50 9.10 0.28 3.17%
Boeing BA 7.80 38.72 0.79 2.08%
Caterpillar CAT 15.10 33.63 1.18 3.64%
Chevron CVX 11.50 66.60 1.07 1.63%
Citigroup C 311.90 3.19 –0.01 –0.31%
CocaCola KO 9.60 42.79 –0.13 –0.30%
Disney DIS 15.70 20.26 0.63 3.21%
DuPont DD 9.70 28.78 1.32 4.81%
ExxonMobil XOM 29.60 66.57 0.86 1.31%
GenElec GE 92.80 12.11 0.23 1.94%
GenMotor GM 23.60 1.69 0.07 4.32%
HewlettPk HPQ 16.40 35.80 1.04 2.99%
HomeDpt HD 20.80 26.31 0.55 2.14%
Intel INTC 64.40 15.62 0.09 0.58%
IBM IBM 9.40 100.08 –1.34 –1.32%
JPMorgChas JPM 107.60 33.38 0.17 0.51%
JohnsJohns JNJ 13.50 50.92 –0.48 –0.93%
KftFoods KFT 8.10 22.26 –0.01 –0.04%
McDonalds MCD 9.20 54.31 –0.99 –1.79%
Merck MRK 19.70 23.45 0.22 0.95%
Microsoft MSFT 161.50 20.91 1.99 10.52%
Pfizer PFE 62.30 13.17 –0.11 –0.83%
ProctGamb PG 10.20 49.51 0.19 0.39%
3M MMM 10.90 57.00 2.79 5.15%
UnitedTech UTX 7.00 49.37 1.33 2.77%
Verizon VZ 22.80 31.00 0.00 0.00%
WalMart WMT 25.60 47.87 –0.99 –2.03%

Dow Jones Industrial Average P/E: 32
LAST: 8076.29 s 119.23, or 1.50%

YEAR TO DATE: t 700.10, or 8.0%

OVER 52 WEEKS t 4,815.57, or 37.4%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $1,200 9.1% 38% 40% 17% 4%

Goldman Sachs 977 7.4% 35% 24% 38% 3%

Bank of America Merrill Lynch 920 7.0% 25% 34% 30% 10%

Citi 859 6.5% 25% 37% 29% 9%

UBS 721 5.5% 35% 25% 36% 4%

Morgan Stanley 706 5.4% 28% 34% 37% 1%

Deutsche Bank 610 4.6% 29% 43% 25% 3%

Credit Suisse 542 4.1% 29% 43% 26% 1%

Barclays Capital 490 3.7% 12% 67% 16% 5%

Source: Dealogic

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

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

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

Glencore Intl AG "1,020" –52 –80 –279 Prudential  514 4 28 –133

Contl AG "1,121" –40 –27 –310 Rank Gp  336 6 –11 –39

ArcelorMittal Fin 826 –33 –110 –174 ACE  124 10 19 4

WPP 2005  359 –25 –27 –72 Old Mut  1518 12 24 –603

GKN Hldgs 503 –24 –44 –166 Diageo  95 13 21 18

Rhodia "1,149" –20 –24 –242 Norske Skogindustrier ASA 1172 13 48 –43

Holcim  499 –19 –35 –98 Volkswagen AG 228 16 16 –62

Bertelsmann AG 281 –18 1 –75 ING Verzekeringen NV 295 17 7 6

Pernod Ricard 368 –18 –30 –246 ITV 690 54 70 –109

Legal & Gen Gp  834 –16 –25 –140 Carlton Comms 681 56 66 –111

Source: Markit Group

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

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

Barclays U.K. Banks $29.1 2.36 8.63% –48.1% –64.6%

Anglo Amer U.K. General Mining 28.1 14.22 7.32 –57.9 –39.9

GDF Suez France Multiutilities 74.9 25.80 6.48 –39.8 –9.4

E.ON Germany Multiutilities 63.4 23.92 6.31 –43.9 –23.1

BG Grp U.K. Integrated Oil & Gas 57.1 10.85 5.75 –16.9 47.2

Nokia Finland Telecoms Equipment $54.1 10.75 –4.19% –41.8 –40.4

L.M. Ericsson Tel B Sweden Telecoms Equipment 28.1 76.50 –0.52 5.5 –41.6

Tesco U.K. Food Retailers & Whlslrs 41.1 3.55 –0.45 –16.7 11.2

Allianz SE Germany Full Line Insurance 42.1 70.18 –0.35 –45.8 –47.1

Vodafone Grp U.K. Mobile Telecoms 104.9 1.23 –0.12 –23.1 –5.3

...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

Siemens 59.7 49.31 5.36% –33.9% –34.3%
Germany (Diversified Industrials)
Koninklijke Phlps 17.5 13.56 5.36 –44.3 –50.4
Netherlands (Consumer Electronics)
BASF 33.0 27.13 5.20 –39.7 –20.2
Germany (Commodity Chemicals)
Astrazeneca 51.2 23.94 5.18 13.0 –21.0
U.K. (Pharmaceuticals)
ENI 83.5 15.74 5.07 –35.8 –35.0
Italy (Integrated Oil & Gas)
Rio Tinto 39.8 26.94 4.78 –57.0 –10.7
U.K. (General Mining)
Total S.A. 120.5 38.35 4.78 –27.0 –29.1
France (Integrated Oil & Gas)
BNP Paribas S.A. 46.4 38.41 4.77 –44.5 –48.7
France (Banks)
BP 145.6 4.79 4.76 –17.5 –29.2
U.K. (Integrated Oil & Gas)
Deutsche Telekom 51.9 8.99 4.11 –21.5 –37.3
Germany (Mobile Telecoms)
Royal Dutch Shll 81.4 17.32 3.90 –29.7 –36.3
U.K. (Integrated Oil & Gas)
Deutsche Bk 31.1 41.09 3.84 –46.1 –57.8
Germany (Banks)
BHP Billiton 47.1 14.35 3.61 –22.4 27.1
U.K. (General Mining)
HSBC Hldgs 120.5 4.76 3.59 –36.5 –42.4
U.K. (Banks)
Daimler 34.9 27.27 3.49 –45.6 –37.3
Germany (Automobiles)
Soc. Generale 29.5 38.37 3.48 –49.2 –65.9
France (Banks)
Roche Hldg Part. Cert. 86.0 139.60 3.48 –20.5 –26.8
Switzerland (Pharmaceuticals)
Banco Santander 72.6 6.72 3.07 –46.8 –41.4
Spain (Banks)
Banco Bilbao Viz 40.1 8.07 2.80 –43.2 –53.2
Spain (Banks)
ArcelorMittal 39.6 20.61 2.64 –63.6 ...
Luxembourg (Iron & Steel)

Assicurazioni Gen 28.9 15.48 2.45% –46.3% –42.7%
Italy (Full Line Insurance)
Nestle S.A. 126.9 37.78 2.22 –23.1 –0.1
Switzerland (Food Products)
SAP 50.5 31.12 2.17 –5.5 –28.1
Germany (Software)
Intesa Sanpaolo 36.2 2.31 1.99 –52.1 –51.0
Italy (Banks)
GlaxoSmithKline 84.6 10.06 1.93 –11.3 –35.4
U.K. (Pharmaceuticals)
Sanofi-Aventis S.A. 70.9 40.71 1.92 –19.6 –45.5
France (Pharmaceuticals)
UniCredit 32.2 1.82 1.79 –63.2 –69.5
Italy (Banks)
ABB 34.8 17.07 1.61 –43.8 –1.9
Switzerland (Industrial Machinery)
AXA S.A. 33.0 11.91 1.58 –48.9 –58.3
France (Full Line Insurance)
UBS 36.0 14.00 1.38 –57.4 –78.5
Switzerland (Banks)
Iberdrola S.A. 38.8 5.87 1.21 –38.7 –9.1
Spain (Conventional Electricity)
Diageo 32.0 7.88 1.09 –23.3 –12.9
U.K. (Distillers & Vintners)
France Telecom 56.5 16.32 1.08 –18.5 –11.8
France (Fixed Line Telecoms)
Novartis 98.5 42.46 0.86 –19.0 –40.3
Switzerland (Pharmaceuticals)
Unilever 33.3 14.67 0.79 –30.9 –23.2
Netherlands (Food Products)
Credit Suisse Grp 45.2 43.48 0.65 –22.5 –43.9
Switzerland (Banks)
Bayer 39.4 38.92 0.57 –29.7 6.3
Germany (Specialty Chemicals)
ING Groep 17.0 6.17 0.33 –74.2 –80.9
Netherlands (Life Insurance)
British Amer Tob 47.8 16.04 0.19 –18.6 14.4
U.K. (Tobacco)
Telefonica S.A. 93.2 14.95 0.13 –20.1 17.7
Spain (Fixed Line Telecoms)

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 -0.21% -0.49% 0.2% 2.2% -5.2%
Event Driven 0.59% 0.16% 0.7% 2.2% -26.6%
Distressed Securities 0.17% -0.10% -7.6% -10.3% -40.7%
Equity Market Neutral -0.29% -1.11% -2.5% -2.6% -10.5%
Equity Long/Short -0.27% -0.40% -3.0% -1.1% -16.5%

*Estimates as of 04/23/09, 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 1.54 101.45% 0.02% 1.87 1.46 1.62

Eur. High Volatility: 11/1 2.88 103.81 0.04 3.89 2.82 3.34

Europe Crossover: 11/1 8.51 104.35 0.10 9.71 8.22 8.98

Asia ex-Japan IG: 11/1 3.17 101.45 0.04 3.84 2.97 3.30

Japan: 11/1 3.36 107.34 0.05 4.33 2.86 3.53

 Note: Data as of April 23

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Safran to buy GE unit
Aerospace company
to acquire 81% stake
in security business

Safran CEO Jean-Paul Herteman said he hoped to build the security business to
20% of revenue from 8%. Above, the company’s Paris headquarters in 2006

By William Horobin

And Scott Thurm

PARIS—French aerospace manu-
facturer Safran SA said it agreed to
buy an 81% stake in General Electric
Co.’s Homeland Protection unit for
$580 million in cash.

For Safran, the deal furthers its
diversification from jet-propulsion
activities into such areas as mainte-
nance and service.

For GE, the deal is largely an exit
from a business it entered following
the Sept. 11, 2001, terrorist attacks
but which proved disappointing.

The Homeland Protection busi-
ness focuses on explosive and narcot-
ics detection. GE entered the busi-
ness with its 2002 acquisition of Ion
Track Inc. for an undisclosed amount
and the 2004 acquisition of InVision
Technologies Inc. for $900 million.

InVision made bomb-detection
equipment used in airports and re-
ported 2003 sales of $416 million.
GE on Friday said the Homeland Pro-
tection unit had revenue of $260 mil-
lion last year. The deal values the
unit at $716 million, roughly 20%
less than GE paid for InVision alone.

A GE spokeswoman said the com-
pany had bought into the security
business “at the peak” following the
Sept. 11 attacks but that the market
is now “more normalized.” She said
the valuation was relatively high
compared with other recent deals in
the security industry.

GE and Safran have worked to-
gether for more than 30 years, in-
cluding a joint venture that pro-
duces the highly successful CFM
commercial-jet engine.

The acquisition “makes Safran a
pivotal player in the security mar-
ket,” said Safran Chief Executive
Jean-Paul Herteman. He said he
hoped to build the security business
to 20% of Safran’s revenue within a
decade, from 8% now.

GE will retain a seat on the board
and a 19% stake in the unit after the
deal, which is expected to be final-
ized by midyear.

GE said the stake would allow it
to swap technology between the se-
curity business and its health-care
and research units.

GE also maintains the remainder
of its security division, which offers
alarm systems, access control and

video and generates more than $1 bil-
lion in annual revenue.

GE in 2007 agreed to sell 64% of
the Homeland Protection unit to
Smiths Group PLC as part of a deal in

which GE acquired the British com-
pany’s aviation unit.

The companies abandoned the
Homeland security part of the deal
later that year.

CORPORATE NEWS
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By Russell Gold

The market will get a daily re-
minder this week that the days of
record-setting oil-industry earn-
ings are over—for now. On succes-
sive days, beginning Tuesday, BP
PLC, Royal Dutch Shell PLC, Exxon
Mobil Corp. and Chevron Corp. will
report results for what is expected
to be the worst quarter for these
profit machines in many years.

“The biggest fall in quarterly
earnings on record,” analysts at Bar-
clays Capital predicted for the Euro-
pean oil companies. Analysts’ esti-
mate for Exxon Mobil suggests a
58% drop in profits to $4.5 billion.

But the drop in first-quarter earn-
ings isn’t a surprise, with oil prices
down about 55% from where they
were a year ago. What remains to be
seen is how good a job the oil compa-
nies are doing in driving down costs.
Analysts and industry executives
will be keeping a close eye on this.

Early reports have given mixed
signals. Italian oil company Eni SpA
said it wasn’t seeing any real reduc-
tions in its cost of drilling wells. But
ConocoPhillips was much more up-
beat when it reported results Thurs-
day, indicating that costs were com-
ing down thanks to negotiations
with contractors, eliminating over-
head and, ironically, lower fuel costs
helping it run refineries more
cheaply. Most analysts were skepti-
cal last month when ConocoPhillips
promised to shave $1.4 billion off its
costs this year, but the company
said it had already found $400 mil-
lion in savings.

Cutting costs is a “huge issue,”
said Jason Gammel, analyst with
Macquarie Research. If oil compa-
nies can cut costs quickly, margins
“won’t contract as much as we
would have expected in a low com-
modity price.”

Margins and costs matter be-
cause oil companies will keep in-
vesting to produce more oil if they
believe they can get a good return.
If margins are being squeezed, that
will lead to fewer wells drilled, less
oil and gas—and higher prices
down the road. So controlling costs
won’t just give analysts and execu-
tives a sense of when the days of fat-
ter profits return; it also will indi-
cate what oil prices might look like
in coming months.

Oil-patch profits
will offer clues
on cost control
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Has your world changed?

So has ours. The Europe edition of WSJ.com brings you unrivalled reporting,
analysis and data from around the world, and a focus on events across Europe.

In this world, knowing more than the next person really matters.
Visit europe.WSJ.com

Understand your fast changing world
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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.

3.06% 10 World -a % % 167.91 2.02%–41.6% 5.16% 10 U.S. Select Dividend -b % % 493.24 2.32%–38.6%

2.83% 14 Global Dow 1059.60 0.19% –34.3% 1491.23 1.76% –44.4% 4.80% 14 Infrastructure 1185.40 –0.07% –28.0% 1497.59 1.50% –39.1%

4.10% 16 Stoxx 600 195.80 2.26% –39.1% 193.80 3.87% –48.5% 2.17% 7 Luxury 704.50 3.22% –25.4% 791.44 4.84% –36.9%

4.23% 13 Stoxx Large 200 210.30 2.34% –39.3% 207.03 3.95% –48.6% 1.82% 8 BRIC 50 304.50 –0.39% –36.9% 384.70 1.17% –46.6%

3.33% -25 Stoxx Mid 200 178.80 1.81% –38.0% 175.97 3.41% –47.5% 3.86% 10 Africa 50 600.00 0.89% –43.8% 504.65 2.47% –52.4%

3.62% 13 Stoxx Small 200 112.30 1.94% –38.3% 110.47 3.54% –47.8% 5.90% 6 GCC % % 1178.57 0.15% –59.7%

4.15% 13 Euro Stoxx 215.70 2.33% –40.7% 213.51 3.94% –49.8% 3.73% 9 Sustainability 653.30 1.13% –34.0% 730.91 2.72% –44.2%

4.24% 10 Euro Stoxx Large 200 230.70 2.45% –40.8% 226.88 4.06% –49.9% 2.89% 10 Islamic Market -a % % 1473.39 2.13% –37.3%

3.73% -15 Euro Stoxx Mid 200 198.60 1.78% –40.3% 195.31 3.38% –49.5% 3.16% 10 Islamic Market 100 1445.20 0.31% –22.1% 1638.99 1.88% –34.1%

3.79% 9 Euro Stoxx Small 200 122.10 1.76% –39.9% 119.92 3.36% –49.2% 3.16% 10 Islamic Turkey -c % % % %

6.96% 5 Stoxx Select Dividend 30 1121.00 1.85% –53.2% 1271.25 3.45% –60.4% 2.43% 11 DJ U.S. TSM % % 8863.06 1.86% –37.1%

6.65% 7 Euro Stoxx Select Div 30 1284.90 1.85% –53.6% 1462.76 3.45% –60.7% % DJ-AIG Commodity 115.40 –0.38% –38.4% 111.03 1.19% –47.9%

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

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

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

Australia 1.3871 2.0409 1.2171 0.1708 0.0418 0.2116 0.0142 0.3271 1.8389 0.2469 1.1460 ...

 Canada 1.2104 1.7809 1.0620 0.1490 0.0365 0.1846 0.0124 0.2855 1.6046 0.2154 ... 0.8726

 Denmark 5.6186 8.2672 4.9301 0.6917 0.1694 0.8571 0.0577 1.3251 7.4489 ... 4.6421 4.0507

 Euro 0.7543 1.1099 0.6619 0.0929 0.0227 0.1151 0.0077 0.1779 ... 0.1342 0.6232 0.5438

 Israel 4.2400 6.2387 3.7204 0.5220 0.1278 0.6468 0.0435 ... 5.6212 0.7546 3.5031 3.0568

 Japan 97.3850 143.2923 85.4517 11.9889 2.9353 14.8564 ... 22.9682 129.1082 17.3326 80.4602 70.2097

 Norway 6.5551 9.6452 5.7519 0.8070 0.1976 ... 0.0673 1.5460 8.6904 1.1667 5.4159 4.7259

 Russia 33.1769 48.8165 29.1115 4.0843 ... 5.0612 0.3407 7.8247 43.9843 5.9048 27.4110 23.9189

 Sweden 8.1230 11.9521 7.1276 ... 0.2448 1.2392 0.0834 1.9158 10.7690 1.4457 6.7112 5.8562

 Switzerland 1.1397 1.6769 ... 0.1403 0.0344 0.1739 0.0117 0.2688 1.5109 0.2028 0.9416 0.8216

 U.K. 0.6796 ... 0.5963 0.0837 0.0205 0.1037 0.0070 0.1603 0.9010 0.1210 0.5615 0.4900

 U.S. ... 1.4714 0.8775 0.1231 0.0301 0.1526 0.0103 0.2358 1.3257 0.1780 0.8262 0.7210

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 385.75 –4.25 –1.09% 826.00 314.00
Soybeans (cents/bu.) CBOT 1034.00 2.00 0.19% 1,650.00 779.00
Wheat (cents/bu.) CBOT 543.25 2.50 0.46 1,144.75 447.00
Live cattle (cents/lb.) CME 82.600 –0.875 –1.05 116.700 78.600
Cocoa ($/ton) ICE-US 2,451 –9 –0.37 3,220 1,932
Coffee (cents/lb.) ICE-US 119.45 1.20 1.01 181.60 106.60
Sugar (cents/lb.) ICE-US 14.18 0.51 3.73 15.99 9.97
Cotton (cents/lb.) ICE-US 52.70 0.59 1.13 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,585.00 5 0.19 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,757 –18 –1.01 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,497 13 0.88 2,390 1,425

Copper (cents/lb.) COMEX 205.00 5.90 2.96 372.00 129.95
Gold ($/troy oz.) COMEX 914.10 7.50 0.83 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1295.00 16.70 1.31 2,170.00 690.00
Aluminum ($/ton) LME 1,454.50 –12.50 –0.85 3,340.00 1,288.00
Tin ($/ton) LME 12,300.00 –210.00 –1.68 25,450.00 9,750.00
Copper ($/ton) LME 4,355.00 –193.00 –4.24 8,811.00 2,815.00
Lead ($/ton) LME 1,412.00 –43.00 –2.96 2,765.00 870.00
Zinc ($/ton) LME 1,400.00 –45.00 –3.11 2,350.00 1,065.00
Nickel ($/ton) LME 11,145 –355 –3.09 29,200 9,000

Crude oil ($/bbl.) NYMEX 51.55 1.93 3.89 147.91 40.85
Heating oil ($/gal.) NYMEX 1.3858 0.0505 3.78 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.4475 0.0460 3.28 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 3.402 –0.114 –3.24 11.840 3.430
Brent crude ($/bbl.) ICE-EU 51.67 1.56 3.11 150.10 41.72
Gas oil ($/ton) ICE-EU 440.50 12.00 2.80 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on April 24
Per In

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

Argentina peso-a 4.9004 0.2041 3.6963 0.2705

Brazil real 2.9092 0.3437 2.1944 0.4557

Canada dollar 1.6046 0.6232 1.2104 0.8262
1-mo. forward 1.6045 0.6233 1.2102 0.8263

3-mos. forward 1.6035 0.6236 1.2095 0.8268
6-mos. forward 1.6016 0.6244 1.2081 0.8277

Chile peso 780.60 0.001281 588.80 0.001698
Colombia peso 3021.38 0.0003310 2279.00 0.0004388

Ecuador US dollar-f 1.3257 0.7543 1 1
Mexico peso-a 17.5102 0.0571 13.2078 0.0757

Peru sol 4.0568 0.2465 3.0600 0.3268
Uruguay peso-e 31.884 0.0314 24.050 0.0416

U.S. dollar 1.3257 0.7543 1 1
Venezuela bolivar 2.85 0.351274 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8389 0.5438 1.3871 0.7210
China yuan 9.0512 0.1105 6.8272 0.1465

Hong Kong dollar 10.2745 0.0973 7.7500 0.1290
India rupee 65.8898 0.0152 49.7000 0.0201

Indonesia rupiah 14305 0.0000699 10790 0.0000927
Japan yen 129.11 0.007745 97.39 0.010269

1-mo. forward 129.06 0.007748 97.35 0.010272
3-mos. forward 128.93 0.007756 97.25 0.010283

6-mos. forward 128.68 0.007771 97.06 0.010303
Malaysia ringgit-c 4.7535 0.2104 3.5855 0.2789

New Zealand dollar 2.3198 0.4311 1.7498 0.5715
Pakistan rupee 106.723 0.0094 80.500 0.0124

Philippines peso 63.994 0.0156 48.270 0.0207
Singapore dollar 1.9710 0.5074 1.4867 0.6726

South Korea won 1775.44 0.0005632 1339.20 0.0007467
Taiwan dollar 44.678 0.02238 33.701 0.02967
Thailand baht 46.885 0.02133 35.365 0.02828

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

Euro zone euro 1 1 0.7543 1.3257

1-mo. forward 1.0002 0.9998 0.7545 1.3255

3-mos. forward 1.0006 0.9994 0.7547 1.3250

6-mos. forward 1.0009 0.9991 0.7550 1.3246

Czech Rep. koruna-b 26.644 0.0375 20.098 0.0498

Denmark krone 7.4489 0.1342 5.6186 0.1780

Hungary forint 295.81 0.003381 223.13 0.004482

Norway krone 8.6904 0.1151 6.5551 0.1526

Poland zloty 4.4857 0.2229 3.3835 0.2956

Russia ruble-d 43.984 0.02274 33.177 0.03014

Sweden krona 10.7690 0.0929 8.1230 0.1231

Switzerland franc 1.5109 0.6619 1.1397 0.8775

1-mo. forward 1.5103 0.6621 1.1392 0.8778

3-mos. forward 1.5085 0.6629 1.1379 0.8788

6-mos. forward 1.5058 0.6641 1.1358 0.8804

Turkey lira 2.1351 0.4684 1.6105 0.6209

U.K. pound 0.9010 1.1099 0.6796 1.4714

1-mo. forward 0.9011 1.1098 0.6797 1.4713

3-mos. forward 0.9010 1.1099 0.6796 1.4714

6-mos. forward 0.9009 1.1100 0.6795 1.4716

MIDDLE EAST/AFRICA
Bahrain dinar 0.4999 2.0005 0.3771 2.6522

Egypt pound-a 7.4719 0.1338 5.6360 0.1774

Israel shekel 5.6212 0.1779 4.2400 0.2358

Jordan dinar 0.9393 1.0646 0.7085 1.4114

Kuwait dinar 0.3862 2.5890 0.2913 3.4324

Lebanon pound 1998.57 0.0005004 1507.50 0.0006634

Saudi Arabia riyal 4.9718 0.2011 3.7502 0.2667

South Africa rand 11.7147 0.0854 8.8363 0.1132

United Arab dirham 4.8696 0.2054 3.6731 0.2722

SDR -f 0.8857 1.1290 0.6681 1.4968

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 600 195.82 4.33 2.26% –0.5% –39.1%

 13 DJ Stoxx 50 1982.22 48.20 2.49 –4.0% –38.3%

 13 Euro Zone DJ Euro Stoxx 215.73 4.91 2.33 –3.2% –40.7%

 9 DJ Euro Stoxx 50 2319.89 60.35 2.67 –5.4% –38.9%

 6 Austria ATX 1860.71 65.23 3.63 6.3% –54.7%

 12 Belgium Bel-20 1955.82 50.45 2.65 2.5% –49.7%

 8 Czech Republic PX 834.1 10.0 1.21 –2.8% –47.0%

 12 Denmark OMX Copenhagen 246.52 4.15 1.71 9.0% –39.5%

 10 Finland OMX Helsinki 5429.94 23.36 0.43 0.5% –43.1%

 10 France CAC-40 3102.85 94.23 3.13 –3.6% –37.7%

 13 Germany DAX 4674.32 136.11 3.00 –2.8% –32.2%

 … Hungary BUX 12483.26 16.87 0.14 2.0% –45.0%

 5 Ireland ISEQ 2420.99 2.51 0.10 3.3% –60.8%

 8 Italy S&P/MIB 18651 506 2.79 –4.2% –45.2%

 … Netherlands AEX 239.34 4.04 1.72 –2.7% –48.8%

 6 Norway All-Shares 288.88 7.74 2.75 6.9% –45.1%

 17 Poland WIG 28319.93 600.23 2.17 4.0% –38.8%

 13 Portugal PSI 20 6636.87 76.53 1.17 4.7% –40.1%

 … Russia RTSI 831.41 10.71 1.30% 31.6% –61.0%

 8 Spain IBEX 35 8888.2 119.0 1.36 –3.3% –35.5%

 15 Sweden OMX Stockholm 240.74 2.40 1.01 17.9% –25.1%

 9 Switzerland SMI 5113.05 89.15 1.77 –7.6% –31.9%

 … Turkey ISE National 100 29675.55 718.72 2.48 10.5% –31.9%

 9 U.K. FTSE 100 4155.99 137.76 3.43 –6.3% –31.8%

 11 ASIA-PACIFIC DJ Asia-Pacific 92.17 –0.14 –0.15% –1.5% –39.2%

 … Australia SPX/ASX 200 3712.3 –30.7 –0.82 –0.3% –33.6%

 … China CBN 600 21106.91 –209.99 –0.99 43.0% –29.9%

 13 Hong Kong Hang Seng 15258.85 44.39 0.29 6.1% –40.2%

 13 India Sensex 11329.05 194.06 1.74 17.4% –33.8%

 … Japan Nikkei Stock Average 8707.99 –139.02 –1.57 –1.7% –37.2%

 … Singapore Straits Times 1852.85 –7.13 –0.38 5.2% –41.9%

 11 South Korea Kospi 1354.10 –14.70 –1.07 20.4% –25.8%

 11 AMERICAS DJ Americas 223.67 4.29 1.96 –1.1% –38.4%

 … Brazil Bovespa 46771.79 970.62 2.12 24.6% –28.3%

 14 Mexico IPC 22582.17 752.84 3.45 0.9% –27.2%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 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 24, 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* 217.87 0.86% –4.3% –40.1%

3.90% 12 World (Developed Markets) 864.00 0.76% –6.1% –39.9%

3.50% 13 World ex-EMU 102.05 0.98% –5.2% –37.6%

3.70% 13 World ex-UK 868.94 0.82% –5.9% –38.9%

4.90% 10 EAFE 1,137.08 0.44% –8.1% –44.2%

3.90% 9 Emerging Markets (EM) 639.75 1.67% 12.8% –42.1%

5.40% 9 EUROPE 66.81 –0.44% –3.8% –37.4%

6.10% 8 EMU 126.26 –0.52%–11.1% –50.2%

5.30% 10 Europe ex-UK 73.96 –0.60% –4.7% –37.5%

7.00% 7 Europe Value 74.57 –0.72% –3.8% –40.1%

4.00% 10 Europe Growth 58.15 –0.17% –3.8% –34.8%

5.30% 7 Europe Small Cap 114.08 0.77% 13.0% –39.2%

4.30% 4 EM Europe 187.46 2.60% 18.0% –51.3%

5.70% 7 UK 1,193.64 –0.34% –9.2% –29.7%

4.00% 8 Nordic Countries 107.99 0.56% 10.1% –39.2%

3.20% 3 Russia 522.52 3.81% 26.8% –60.3%

4.50% 9 South Africa 553.93 2.79% –4.3% –22.7%

4.70% 10 AC ASIA PACIFIC EX-JAPAN 272.63 1.86% 10.2% –40.0%

3.00% 20 Japan 521.82 1.14% –1.5% –31.8%

3.20% 10 China 45.23 2.26% 10.9% –30.5%

1.70% 12 India 437.24 3.09% 18.4% –31.1%

1.90% 10 Korea 375.52 1.08% 22.3% –20.1%

7.30% 9 Taiwan 215.72 –0.27% 24.4% –34.5%

2.90% 17 US BROAD MARKET 935.36 0.75% –4.8% –34.9%

2.40% -48 US Small Cap 1,207.29 –0.49% –3.2% –32.8%

3.90% 10 EM LATIN AMERICA 2,457.25 1.73% 18.3% –43.1%

*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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Steel-industry’s troubles
signal a likely shakeout

Xerox ekes out a profit
as revenue tumbles 18%
Forecast is slashed
as weakness sets in
across the board

Eni SpA

Eni SpA, Italy’s biggest oil and
natural-gas company by market
capitalization, said first-quarter
net profit tumbled 43% amid lower
crude prices and weaker hydrocar-
bon production. The Rome-based
company said net profit dropped to
Œ1.9 billion ($2.5 billion) in the first
three months of the year, from
Œ3.32 billion a year earlier. Net
sales from operations fell 16% to
Œ23.74 billion from Œ28.31 billion.
Eni’s hydrocarbon output for the
quarter averaged 1.779 million bar-
rels of oil equivalent a day, down 1%
from the 1.796 million posted for
the first quarter of 2008. Capital ex-
penditure is forecast to be lower
than Œ14.6 billion last year.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

By William M. Bulkeley

Xerox Corp., which last month
slashed its outlook, reported a small
first-quarter profit as revenue fell
18% due to plummeting sales of copi-
ers and printers and declining use of
ink, toner and paper.

The Norwalk, Conn., company re-
set expectations for the year, predict-
ing net income of 50 cents to 55 cents
a share for the full year. That would be
about half of last year’s per-share in-
come of $1.10, excluding charges.

“Xerox saw weakness across the
board, especially in developing mar-
kets,” Chief Executive Anne Mul-
cahy said in a conference call.She
said sales in places like Russia and
Latin America, which had contrib-
uted strongly to growth last year,
were down more than 30% because
a lack of available credit has led
both customers and distributors to
stop replenishing inventories of ink
and paper.

For the first quarter, Xerox re-
ported net income of $42 million, or
five cents a share, compared with a
year-earlier loss of $235 million, or
27 cents a share, when a $866 mil-
lion lawsuit settlement hurt results.
Revenue was $3.55 billion, down
from $4.34 billion.

Xerox also was whipsawed by
currency fluctuations which contrib-
uted six percentage points to the rev-
enue decline. The weakening of the
euro and many Latin American cur-
rencies against the dollar reduced
revenue from those areas.

The strength of the Japanese yen
against most other currencies also
hurt Xerox, because many of its low-
end office machines are made by

Fuji Xerox Corp. Xerox said restruc-
turing charges at Fuji Xerox reduced
its per-share earnings by two cents.

Ms. Mulcahy said Xerox saw few
signs of an upturn in business, and
that it is counting on the impact of its
cost-cutting measures and seasonal
increases in revenue from the low
first-quarter base to allow it to report
bigger profit in coming quarters.

Xerox shares were ahead 3.7% at
$5.95 in 4 p.m. composite trading on
the New York Stock Exchange.

Shannon Cross, president of
Cross Research, said investors
“were happy they didn’t go cash-
flow negative in the quarter and
that they have enough cash flow for
the year to cover debt, dividends
and capital spending.”

She added, “The underlying fun-
damentals remain pretty strong.
The economy just has people not
printing.”

Xerox said it believes it is gaining
market share against most of its
competitors. It said its installed
base of operating machines is con-
tinuing to grow, indicating that the
revenue decline reflects reduced
printing because companies are do-
ing less direct-mail advertising and
have fewer employees.

Randstad NV

Temporary-staffing firm
posts loss amid deal costs

Randstad NV, one of the world’s
largest temporary-staffing compa-
nies, swung to a first-quarter loss as
it struggled with the costs of a major
acquisition amid the economic con-
traction. The net loss of Œ52.6 mil-
lion ($69.7 million) compared with
net profit of Œ75.1 million a year ear-
lier, while sales rose 37% to Œ3.06 bil-
lion thanks to the purchase of Vedior
NV in May 2008 for Œ3.5 billion.
Randstad said that sales would have
been down 28% if the companies had
been combined in both years. “The
markets of our clients are moving
through violent patterns,” Chief Ex-
ecutive Ben Noteboom said in a state-
ment. But Mr. Noteboom added that
demand for temporary workers is
likely in the medium term, “immedi-
ately after the downsizing waves.”
The company said it couldn’t rule
out an even larger decline in like-for-
like sales in the second quarter.

3M Co.

3M Co. reported lower profit for
the first quarter, and the diversified
manufacturer cut its full-year out-
look amid weak demand. Chairman
and Chief Executive George W. Buck-
ley said 3M expects the recession in
the U.S. to reach its bottom by the
end of the third quarter. He said Asia
will likely help lead the world out of
the slump. The Minnesota-based
company said first-quarter net in-
come fell 47% to $530 million, or 74
cents a share, from $1.01 billion, or
$1.38 a share, a year earlier. The lat-
est results included seven cents a
share in restructuring charges. Reve-
nue fell 21% to $5.09 billion. The com-
pany now expects 2009 earnings of
$3.90 to $4.30 a share. In January,
3M had lowered its projections to
earnings of $4.30 to $4.70 a share.

Beijing Airport

Beijing Capital International
Airport Co., which operates the air-
port in China’s capital, said its 2008
net profit fell 92% as operating ex-
penses jumped. The company, listed
in Hong Kong, said net profit fell to
85.3 million yuan ($12.5 million)
from 1.13 billion yuan a year earlier.
Revenue rose 31% to 4.62 billion
yuan. Beijing Airport said earlier its
operating costs rose substantially af-
ter the $3 billion third terminal at
the Beijing airport started opera-
tion at the end of March 2008.
Beijing Airport had agreed to pay its
parent 26.9 billion yuan for the new
passenger terminal and related as-
sets, or 22% more than expected, be-
cause of revised valuation of assets
and interest costs.

—Compiled from staff
and wire service reports.

Source: the company
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By Robert Guy Matthews

Weak demand is likely to lead to
increased losses in the world steel in-
dustry next quarter, which could
prompt consolidation, the shakeout
of marginal players and lower prices,
much of the industry now predicts.

“The demand for steel is virtually
nonexistent,” says Dan DiMicco,
CEO of steelmaker Nucor Corp.,
which reported a $189.6 million loss
and said it expected a wider loss in
the second quarter.

Steelmakers were hoping the first
quarter would be its worst, in terms
of losses, for 2009. Early signs that
the housing market would pick up,
that stimulus spending for projects
such as bridges would boost con-
sumption, and that an auto bailout
would shore up a key steel customer
were taken as clues that the steel mar-
ket was headed for a turnaround.

Moreover, other commodities, in-
cluding copper, have begun showing
signs of life. Freeport McMoRan Cop-
per and Gold Inc. said it expects cop-
per prices to rise compared to the
first three months of this year due in
part to lower world inventories.

Prices of nickel and lead also ap-
pear to be firming.

To be sure, the price of all these
commodities is much lower, often in
the range of 50%, when compared to
this time last year.

“As we have progressed from Sep-
tember 2008 to March 2009, we have
seen business and market conditions
worsen each succeeding month,”
Charlotte, N.C.-based Nucor said in a
statement. “Entering the second
quarter of 2009, both the U.S. econ-
omy and steel market conditions
have continued to deteriorate.”

Global crude-steel production fell
in March in every major market, in-
cluding China, which had increased
production earlier in the year. The
biggest drop was felt in North Amer-
ica, where production fell 52%, while
Europe production fell 44%.

Nearly every major Chinese steel-
maker has predicted losses for April,
said Zhang Xiaogang, vice-chairman
of the China Iron and Steel Associa-
tion. Those losses are expected to
continue, he said Tuesday.

Across Europe, steelmakers don’t
see an upturn anytime soon, Eu-
rope’s steel association, Eurofer, said
Thursday. “Orders intakes at EU steel
mills are expected to be at unprece-
dented low levels for the time being,”
Eurofer said.

Honeywell International Inc.

Honeywell International Inc. re-
ported a 38% drop in first-quarter
profit, and the diversified manufac-
turer lowered its full-year outlook,
noting slumping markets for busi-
ness jets and automobiles. Dave
Cote, Honeywell’s chairman and
chief executive, told investors on a
conference call that he was “embar-
rassed” about the projection cut.
“It’s not going to happen again,” he
said, adding that business appears
to be stabilizing. Honeywell finance
chief Dave Anderson said the compa-
ny’s very profitable commercial
aerospace and turbo units have expe-
rienced steeper-than-expected
drops in demand.Net income fell to
$399 million, or 54 cents a share,
from $647 million, or 85 cents a
share, a year earlier. Net sales de-
creased 15% to $7.57 billion.The com-
pany expects 2009 earnings of $2.85
to $3.20 a share, down from a previ-
ous projection of $3.20 to $3.55.

Ingka Holding BV

Home-furnishings maker Ikea
on Friday named Mikael Ohlsson as
its new president and chief execu-
tive. Mr. Ohlsson will take over
from Anders Dahlvig, who is step-
ping down on Sept. 1 after 10 years
as the head of the company. An Ikea
veteran, Mr. Ohlsson started out in
the carpet department of a store in
the Swedish city of Linkoping three
decades ago, the company said. In
the past 15 years he has worked as
regional retail manager for south-
ern Europe and North America.
Goran Grosskopf, chairman of the
group’s parent company, Ingka
Holding BV, called Mr. Ohlsson “a
great ambassador of the Ikea cul-
ture.” Founded in 1943 by Swede In-
gvar Kamprad, Ikea now employs
about 128,000 people and owns 262
stores in 24 countries.

Deutsche Lufthansa AG

Deutsche Lufthansa AG Chief Exec-
utive Wolfgang Mayrhuber on Friday
reiterated the German flagship carri-
er’s profit outlook for 2009, and said
it needs to expand rapidly to survive
in an increasingly competitive global
market. Mr. Mayrhuber told share-
holders at the annual meeting that
Lufthansa expects its operating
profit to decline considerably in 2009
from the previous year, but that it will
remain “distinctively positive.” He
said it’s difficult to give a concrete
forecast for 2009, as demand for air
travel and cargo continues to be
weak. “However, even if the industry
has forecast red figures, our aim re-
mains a “distinctively positive [oper-
ating] result,” Mr. Mayrhuber said.
Mr. Mayrhuber pledged Lufthansa
would continue with strict cost man-
agement and further capacity cuts.

Ranbaxy Laboratories Ltd.

Ranbaxy Laboratories Ltd. re-
ported a consolidated net loss of 7.61
billion rupees ($153 million) for the
first quarter, hurt by currency fluctu-
ations, a U.S. ban on some of its drugs
and the global slowdown. Ranbaxy,
India’s largest drug maker by reve-
nue, said excluding foreign-exchange
losses and exceptional items, it had a
loss of 262 million rupees for the lat-
est quarter. It had a profit of 858 mil-
lion rupees in the year-earlier quar-
ter. The generic-drug maker, which is
64%-owned by Japanese drug firm
Daiichi Sankyo Co., is vulnerable to
currency volatility because of the
high level of hedged positions on for-
eign-currency billings and the large
size of its overseas loans.

Schlumberger Ltd.

Schlumberger Ltd. said its first-
quarter net income fell 30%, as oil-ser-
vices revenue suffered from a sharp
drop in U.S. natural-gas drilling and
prices, weak activity in Russia and
the effects of a stronger dollar. Pro-
ducers have cut back on drilling as
low oil and gas prices have left many
projects unprofitable. As of early
April, the number of drilling rigs in
the U.S. was off by more than half
from September at 975, according to
Baker Hughes Inc., the first drop be-
low 1,000 since 2003. Schlumberger
reported net income of $940.4 mil-
lion, or 78 cents a share, down from
$1.34 billion, or $1.09 a share, a year
earlier. Revenue decreased 4.5% to $6
billion. Chief Executive Andrew
Gould said the company doesn’t ex-
pect a significant recovery in North
American gas drilling before next
year. He added that Schlumberger’s
customers overseas are seeking and
obtaining lower prices.

TeliaSonera AB

TeliaSonera AB posted slightly
lower first-quarter net profit amid
restructuring charges. Net profit
slipped to 4.44 billion Swedish kro-
nor ($547.5 million) from 4.47 bil-
lion kronor a year earlier. The Stock-
holm-based operator booked 226
million kronor in charges, partly for
restructuring at its mobility and
broadband-services businesses.
Sales rose 12% to 27.2 billion kronor.
TeliaSonera said the economic
downturn dragged down the aver-
age price it charged per minute in Ka-
zakhstan, Azerbaijan and Georgia,
while revenue from its operation in
Turkey slipped 13%. The company
said it now expects 2009 net sales to
be around the same as last year
when stripping out currency fluctua-
tions and acquisitions. TeliaSonera
had forecast net sales to rise this
year. TeliaSonera’s comments fol-
lowed similar warnings from Ger-
man rival Deutsche Telekom AG and
Scandinavian rival Tele2 AB.

Valeo SA

French auto-parts maker Valeo
SA swung to a first-quarter net loss,
forcing it to slash 2009 investment
by a third and to cut the year’s
planned spending by Œ600 million,
or about $800 million. Paris-based
Valeo posted a net loss of Œ159 mil-
lion compared with a Œ43 million
net profit a year earlier. Sales
dropped 33% to Œ1.62 billion from
Œ2.4 billion. Cost-saving measures
disclosed Friday build on a plan
from the end of last year to cut head
count by 5,000 people, which saved
Œ183 million in costs in the first quar-
ter. While reiterating that global au-
tomotive production would tumble
30% in the first half and 20% over
the year, the company said the rate
of decline should be less pro-
nounced in the second quarter. Yet,
Chief Executive Jacques Aschenbro-
ich said it was unlikely Valeo could
recoup in the second quarter the
ground it lost in the first, making
break-even results questionable.

Executive Travel Program

Guests and clients of 320
leading hotels receive
The Wall Street Journal
Europe daily, courtesy of
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MP-TURKEY.SI OT OT SVN 04/23 EUR 21.48 10.0 –38.6 –32.6

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 04/23 USD 10.35 18.7 –26.2 –11.6
Parex Caspian Sea Eq EU EQ LVA 04/23 EUR 2.55 21.4 –70.5 –49.5
Parex Eastern Europ Bd EU BD LVA 04/23 USD 10.35 18.7 –26.2 –11.6
Parex Russian Eq EE EQ LVA 04/23 USD 12.31 42.1 –60.2 –30.8

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 04/24 USD 116.65 5.2 –46.8 –20.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 04/24 USD 111.67 4.9 –47.4 –21.5
PF (LUX)-Biotech-Pca OT EQ LUX 04/23 USD 250.84 –12.0 –23.5 –10.2
PF (LUX)-CHF Liq-Pca CH MM LUX 04/23 CHF 123.98 0.0 1.0 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 04/23 CHF 93.58 0.0 1.0 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 04/23 USD 85.92 5.7 –28.5 –15.0
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 04/24 USD 104.05 11.7 –51.8 –23.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 04/24 USD 338.79 11.4 –51.0 –23.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 04/23 EUR 74.98 –1.9 –37.5 –27.5
PF (LUX)-EUR Bds-Pca EU BD LUX 04/23 EUR 371.94 –0.4 3.7 0.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 04/23 EUR 283.04 –0.4 3.7 0.9
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 04/23 EUR 127.42 2.0 –2.2 –2.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 04/23 EUR 89.58 2.0 –2.2 –2.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 04/23 EUR 101.30 12.3 –27.4 –18.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 04/23 EUR 58.72 12.3 –27.4 –18.5
PF (LUX)-EUR Liq-Pca EU MM LUX 04/23 EUR 135.39 0.6 3.1 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 04/23 EUR 97.57 0.6 3.1 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 04/23 EUR 102.23 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 04/23 EUR 100.86 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 04/23 EUR 306.16 0.1 –40.2 –31.4
PF (LUX)-EuSust Eq-Pca EU EQ LUX 04/23 EUR 98.27 –2.8 –38.3 –30.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 04/23 USD 203.26 7.3 0.3 1.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 04/23 USD 138.27 7.3 0.3 1.3
PF (LUX)-Gr China-Pca AS EQ LUX 04/24 USD 236.44 11.2 –40.9 –11.8
PF (LUX)-Indian Eq-Pca EA EQ LUX 04/24 USD 210.69 9.9 –47.6 –21.4
PF (LUX)-Jap Index-Pca JP EQ LUX 04/24 JPY 8016.37 –1.6 –36.6 –29.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 04/24 JPY 6988.29 –4.3 –41.0 –34.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 04/24 JPY 6807.88 –4.5 –41.3 –34.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 04/24 JPY 3833.03 –2.4 –37.1 –31.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 04/24 USD 169.48 7.0 –43.6 –21.5
PF (LUX)-Piclife-Pca CH BA LUX 04/23 CHF 695.52 0.9 –12.1 –11.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 04/23 EUR 46.69 5.8 –27.3 –26.4
PF (LUX)-Rus Eq-Pca OT OT LUX 04/23 USD 33.02 44.6 –65.2 NS
PF (LUX)-Security-Pca GL EQ LUX 04/23 USD 75.06 5.1 –23.9 –16.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 04/23 EUR 342.59 5.0 –37.9 –30.3
PF (LUX)-US Eq-Ica US EQ LUX 04/23 USD 80.29 –1.7 –34.0 –19.8
PF (LUX)-USA Index-Pca US EQ LUX 04/23 USD 68.73 –5.2 –37.2 –23.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 04/23 USD 515.42 –2.8 7.1 7.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 04/23 USD 378.20 –2.8 7.1 7.0
PF (LUX)-USD Liq-Pca US MM LUX 04/23 USD 130.60 0.3 1.8 2.9
PF (LUX)-USD Liq-Pdi US MM LUX 04/23 USD 85.28 0.3 1.8 2.9
PF (LUX)-USD Sov Liq-Pca OT OT LUX 04/23 USD 101.48 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 04/23 USD 100.77 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 04/23 EUR 100.71 –2.2 –26.3 –20.0
PF (LUX)-WldGovBds-Pca GL BD LUX 04/24 USD 153.80 –6.7 –0.9 5.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 04/24 USD 127.31 –6.7 –0.9 5.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 04/23 USD 38.46 –7.3 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 04/23 USD 8.94 14.0 –29.0 –21.7
Japan Fund USD JP EQ IRL 04/24 USD 13.36 –9.1 –16.4 –14.3

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 20.4 –40.3 –18.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 04/23 EUR 522.08 –7.3 –39.4 NS

Core Eurozone Eq B EU EQ IRL 04/23 EUR 616.28 –6.3 –38.7 NS

Euro Fixed Income A EU BD IRL 04/23 EUR 1104.51 –2.4 –9.7 –6.8

Euro Fixed Income B EU BD IRL 04/23 EUR 1174.29 –2.3 –9.2 –6.3

Euro Small Cap A EU EQ IRL 04/23 EUR 896.06 5.7 –41.1 –35.6

Euro Small Cap B EU EQ IRL 04/23 EUR 955.90 5.9 –40.8 –35.2

Eurozone Agg Eq A EU EQ IRL 04/23 EUR 481.76 –3.1 –40.7 –31.3

Eurozone Agg Eq B EU EQ IRL 04/23 EUR 689.49 –2.9 –40.3 –30.9

Glbl Bd (EuroHdg) A GL BD IRL 04/23 EUR 1211.67 1.2 –5.3 –3.1

Glbl Bd (EuroHdg) B GL BD IRL 04/23 EUR 1280.83 1.4 –4.7 –2.5

Glbl Bd A EU BD IRL 04/23 EUR 1020.42 4.1 6.1 –1.2

Glbl Bd B EU BD IRL 04/23 EUR 1081.87 4.3 6.7 –0.6

Glbl Real Estate A OT EQ IRL 04/23 USD 603.19 –9.5 –53.0 –36.5

Glbl Real Estate B OT EQ IRL 04/23 USD 619.29 –9.3 –52.7 –36.1

Glbl Real Estate EH-A OT EQ IRL 04/23 EUR 574.77 –8.4 –50.0 –36.5

Glbl Real Estate SH-B OT EQ IRL 04/23 GBP 53.78 –9.3 –50.4 –36.1

Glbl Strategic Yield A EU BD IRL 04/23 EUR 1223.05 8.2 –17.9 –10.3

Glbl Strategic Yield B EU BD IRL 04/23 EUR 1303.31 8.4 –17.4 –9.7

Japan Equity A JP EQ IRL 04/23 JPY 10494.00 1.5 –35.7 –29.9

Japan Equity B JP EQ IRL 04/23 JPY 11139.00 1.7 –35.3 –29.5

PacBasn (Ex-Jap) Eq A AS EQ IRL 04/23 USD 1401.83 9.0 –43.4 –21.5

PacBasn (Ex-Jap) Eq B AS EQ IRL 04/23 USD 1489.86 9.2 –43.0 –21.1

Pan European Eq A EU EQ IRL 04/23 EUR 702.78 –2.2 –40.3 –30.6

Pan European Eq B EU EQ IRL 04/23 EUR 746.09 –2.0 –40.0 –30.2

US Equity A US EQ IRL 04/23 USD 661.40 –1.2 –38.7 –22.9

US Equity B US EQ IRL 04/23 USD 705.26 –0.9 –38.4 –22.5

US Small Cap A US EQ IRL 04/23 USD 965.23 –4.0 –37.6 –25.8

US Small Cap B US EQ IRL 04/23 USD 1029.83 –3.8 –37.3 –25.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 04/24 SEK 60.79 2.2 –38.1 –29.8

Choice Japan Fd JP EQ LUX 04/24 JPY 43.76 –1.8 –35.7 –31.6

Choice Jpn Chance/Risk JP EQ LUX 04/24 JPY 44.08 –0.7 –43.9 –32.5

Choice NthAmChance/Risk US EQ LUX 04/24 USD 3.03 6.2 –40.8 –23.3

Europe 2 Fd EU EQ LUX 04/24 EUR 0.71 0.8 –42.3 –33.3

Europe 3 Fd EU EQ LUX 04/24 EUR 3.02 –0.7 –43.2 –33.8

Global Chance/Risk Fd GL EQ LUX 04/24 EUR 0.48 2.3 –31.2 –25.5

Global Fd GL EQ LUX 04/24 USD 1.61 –5.7 –43.7 –26.9

Intl Mixed Fd -C- NO BA LUX 04/24 USD 21.77 –7.2 –35.0 –18.8

Intl Mixed Fd -D- NO BA LUX 04/24 USD 15.36 –7.2 –35.0 –17.8

Wireless Fd OT EQ LUX 04/24 EUR 0.11 19.6 –24.0 –19.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 04/24 USD 4.97 9.4 –40.5 –19.0

Currency Alpha EUR -IC- OT OT LUX 04/24 EUR 10.62 –2.5 3.2 NS

Currency Alpha EUR -RC- OT OT LUX 04/24 EUR 10.55 –2.6 2.8 2.4

Currency Alpha SEK -ID- OT OT LUX 04/24 SEK 102.58 –2.7 2.8 NS

Currency Alpha SEK -RC- OT OT LUX 04/24 SEK 113.77 –2.6 2.8 2.4

Generation Fd 80 OT OT LUX 04/24 SEK 6.73 6.5 –18.3 NS

Nordic Focus EUR NO EQ LUX 04/24 EUR 57.29 13.8 –37.5 NS

Nordic Focus NOK NO EQ LUX 04/24 NOK 61.91 13.8 –37.5 NS

Nordic Focus SEK NO EQ LUX 04/24 SEK 65.78 13.8 –37.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 04/24 USD 1.38 –1.5 –38.1 –24.9

Ethical Global Fd GL EQ LUX 04/24 USD 0.58 –5.4 –42.6 –27.6

Ethical Sweden Fd NO EQ LUX 04/24 SEK 34.11 19.1 –17.2 –17.5

Europe Fd EU EQ LUX 04/24 USD 1.57 0.6 –32.6 –27.2

Index Linked Bd Fd SEK OT BD LUX 04/24 SEK 13.06 0.0 3.6 4.1

Medical Fd OT EQ LUX 04/24 USD 2.52 –14.2 –28.2 –20.0

Short Medium Bd Fd SEK NO MM LUX 04/24 SEK 9.23 0.8 2.7 3.0

Technology Fd OT EQ LUX 04/24 USD 1.82 15.1 –29.8 –14.7

World Fd NO BA LUX 04/24 USD 1.68 –1.0 –38.8 –18.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 04/24 EUR 1.27 0.0 1.2 1.7

Short Bond Fd SEK NO MM LUX 04/24 SEK 21.81 1.2 2.8 3.0

Short Bond Fd USD US MM LUX 04/24 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 04/24 SEK 24.86 –1.2 –3.0 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 04/24 SEK 8.28 –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 04/24 SEK 21.49 1.6 3.2 3.2

Alpha Short Bd SEK -D- NO MM LUX 04/24 SEK 8.93 1.6 3.2 3.2

Bond Fd SEK -C- NO BD LUX 04/24 SEK 41.78 0.8 9.8 6.0

Bond Fd SEK -D- NO BD LUX 04/24 SEK 12.53 0.8 8.6 5.4

Corp. Bond Fd EUR -C- EU BD LUX 04/24 EUR 1.08 –0.7 –8.1 –4.5

Corp. Bond Fd EUR -D- EU BD LUX 04/24 EUR 0.85 –0.5 –8.3 –4.7

Corp. Bond Fd SEK -C- NO BD LUX 04/24 SEK 10.55 –2.0 –13.1 –6.9

Corp. Bond Fd SEK -D- NO BD LUX 04/24 SEK 8.29 –2.0 –13.0 –6.8

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 04/24 EUR 105.69 1.7 6.9 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 04/24 EUR 105.23 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 04/24 SEK 1134.54 1.6 6.5 NS

Flexible Bond Fd -C- NO BD LUX 04/24 SEK 21.18 1.6 6.4 4.5

Flexible Bond Fd -D- NO BD LUX 04/24 SEK 11.99 1.6 6.4 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 04/24 SEK 77.93 –2.4 –22.2 –14.8

Global Hedge I SEK -D- OT OT LUX 04/24 SEK 71.22 –2.4 –24.5 –16.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 04/24 USD 1.75 12.5 –44.5 –17.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 04/24 SEK 21.03 28.4 –21.9 –17.8

Europe Chance/Risk Fd EU EQ LUX 04/24 EUR 784.95 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 04/22 EUR 21.31 2.7 –1.9 –2.1

Bonds Eur Hi Yld A OT OT LUX 04/22 EUR 14.50 9.1 –27.1 –19.5

Bonds EURO A OT OT LUX 04/23 EUR 39.72 0.6 6.7 4.2

Bonds Europe A OT OT LUX 04/23 EUR 38.00 0.3 6.5 3.3

Bonds US MtgBkSec A OT OT LUX 04/22 USD 23.12 –9.8 4.4 –2.8

Bonds US OppsCoreplus A OT OT LUX 04/23 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 04/23 EUR 20.04 –2.7 –41.5 –31.8
Eq. Eastern Europe A OT OT LUX 04/23 EUR 15.93 20.6 –56.1 –36.4
Eq. Equities Global Energy OT OT LUX 04/22 USD 13.40 –6.0 –51.2 –18.6
Eq. Euroland A OT OT LUX 04/23 EUR 8.36 –8.8 –41.0 –31.7
Eq. Euroland MidCapA OT OT LUX 04/23 EUR 14.67 1.9 –44.8 –33.9
Eq. EurolandCyclclsA OT OT LUX 04/23 EUR 14.22 3.5 –35.5 –23.1
Eq. EurolandFinancialA OT OT LUX 04/22 EUR 8.37 –0.7 –48.3 –38.2
Eq. Glbl Emg Cty A OT OT LUX 04/23 USD 6.63 10.9 –48.9 –20.6
Eq. Global A OT OT LUX 04/23 USD 19.96 –5.1 –43.3 –27.6
Eq. Global Technol A OT OT LUX 04/23 USD 4.45 21.8 –29.3 –21.6
Eq. Gold Mines A OT OT LUX 04/23 USD 20.86 –0.3 –29.5 –12.1
Eq. Japan Sm Cap A OT OT LUX 04/23 JPY 882.34 –2.6 –33.2 –36.7
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 04/23 USD 6.67 4.5 –45.4 –20.6
Eq. US ConcenCore A OT OT LUX 04/23 USD 17.52 7.9 –28.5 –15.9
Eq. US Lg Cap Gr A OT OT LUX 04/23 USD 11.72 8.7 –40.0 –21.9
Eq. US Mid Cap A OT OT LUX 04/23 USD 21.79 8.7 –40.3 –18.7
Eq. US Multi Strg A OT OT LUX 04/23 USD 16.25 1.7 –40.7 –25.7
Eq. US Rel Val A OT OT LUX 04/23 USD 15.42 –0.8 –42.4 –30.7
Eq. US Sm Cap Val A OT OT LUX 04/23 USD 12.03 –7.0 –46.4 –34.6
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 04/23 EUR 27.29 0.6 3.6 3.8
Money Market USD A OT OT LUX 04/23 USD 15.80 0.4 2.1 3.3

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com

n YMR-N Series
YMR-N Growth Fund OT OT IRL 04/24 JPY 8005.00 –7.0 –41.6 –36.7
YMR-N Japan Fund OT OT IRL 04/24 JPY 9188.00 –2.7 –37.3 –32.5
YMR-N Low Price Fund OT OT IRL 04/24 JPY 12355.00 –4.8 –35.2 –32.9
YMR-N Small Cap Fund OT OT IRL 04/24 JPY 5750.00 –10.4 –40.1 –38.5

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 04/24 JPY 4133.00 –1.7 –44.0 –35.2
Yuki 77 General JP EQ IRL 04/24 JPY 5721.00 –3.1 –41.1 –33.2
Yuki 77 Growth JP EQ IRL 04/24 JPY 5521.00 –6.7 –43.3 –37.9
Yuki 77 Income AS EQ IRL 04/24 JPY 4792.00 –6.3 –35.4 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 04/24 JPY 6018.00 –3.6 –38.7 –34.5
Yuki Chugoku Jpn Gro JP EQ IRL 04/24 JPY 4584.00 –10.3 –43.7 –36.0
Yuki Chugoku JpnLowP JP EQ IRL 04/24 JPY 7429.00 –9.3 –33.1 –30.1
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 04/24 JPY 6337.00 –6.4 –42.2 –35.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 04/24 JPY 4174.00 –8.2 –44.8 –35.4
Yuki Hokuyo Jpn Inc JP EQ IRL 04/24 JPY 4756.00 –9.9 –37.7 –31.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 04/24 JPY 4225.00 –10.2 –40.7 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 04/24 JPY 3947.00 –7.1 –48.4 –37.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 04/24 JPY 4185.00 –6.8 –48.2 –40.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 04/24 JPY 5901.00 –3.3 –44.3 –35.7
Yuki Mizuho Jpn Gen OT OT IRL 04/24 JPY 7801.00 –2.7 –37.8 –34.1
Yuki Mizuho Jpn Gro OT OT IRL 04/24 JPY 5784.00 –7.5 –39.8 –36.8
Yuki Mizuho Jpn Inc OT OT IRL 04/24 JPY 7213.00 –9.3 –38.0 –32.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 04/24 JPY 4677.00 –6.2 –39.7 –33.8
Yuki Mizuho Jpn LowP OT OT IRL 04/24 JPY 10782.00 –4.9 –30.4 –29.1
Yuki Mizuho Jpn PGth OT OT IRL 04/24 JPY 7162.00 –6.3 –44.1 –37.2
Yuki Mizuho Jpn SmCp OT OT IRL 04/24 JPY 5571.00 –9.2 –43.1 –38.1
Yuki Mizuho Jpn Val Sel OT OT IRL 04/24 JPY 5045.00 –2.8 –37.3 –31.9
Yuki Mizuho Jpn YoungCo OT OT IRL 04/24 JPY 2283.00 –4.4 –46.8 –46.7

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 04/24 JPY 4393.00 –2.4 –45.5 –36.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 04/24 JPY 4064.00 –6.9 –43.6 –37.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 04/24 JPY 4943.00 –3.1 –39.0 –33.7

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 –3.7 –21.7 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 –11.4 20.9 25.1
Superfund GCT USD* OT OT LUX 04/21 USD 3287.00 –10.0 8.4 13.0
Superfund Gold A (SPC) OT OT CYM 04/21 USD 1065.57 –8.3 –7.7 18.9
Superfund Gold B (SPC) OT OT CYM 04/21 USD 1197.03 –11.2 –8.3 20.8
Superfund Q-AG* OT OT AUT 04/21 EUR 8248.00 –5.9 8.7 12.3

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 11.1 –11.7 1.6
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 04/16 USD 285.70 10.4 –10.5 3.8

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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U.S. Treasury Chief Geithner
casts a darker tone than G-7By Sarah Childress

PRETORIA, South Africa—The
ruling African National Congress
won a huge majority in last week’s
national elections on a platform
that vowed to create more jobs and
improve basic services. The chal-
lenge now: to deliver on those prom-
ises amid grim economic conditions
and without its previous dominance
in parliament.

The ANC won 65.9% of the vote,
which translates to 264 of the 400
seats in parliament—just
three seats shy of the two-
thirds majority it needed to
govern unopposed. Still,
the tally is a solid victory
for the ANC. Its leader, the
populist Jacob Zuma, is to
be sworn in as the next pres-
ident in May.

Mr. Zuma and his team
will take office at a difficult
time for South Africa. The
economy contracted at the
end of last year for the first
time since 1998. It is expected to
shrink again this year, by 0.3%, accord-
ing to the latest projections by the In-
ternational Monetary Fund. The man-
ufacturing and mining sectors have
been hit hard amid falling demand for
commodities and exports. (Please see
related story on page 25.)

Domestic problems abound.
Many poor South Africans lack basic

skills needed to compete with immi-
grants for scarce, lower-level jobs.
Crime remains a problem, educa-
tion and health care need reform,
and infrastructure, particularly en-
ergy, is in dire need of investment.

The ANC has promised a massive
infrastructure-spending bill, which
it hopes will also help fuel growth in
the economy and lure private invest-
ment. It also is counting on a boost
from the mining industry’s gold, dia-
monds and platinum operations,
which haven’t been hit as hard by

falling prices.
Mr. Zuma lost many

votes in the white and busi-
ness communities, which
fear a left-leaning govern-
ment. Many of them voted
to check his power, whit-
tling down the ANC’s tally.

The Democratic Alli-
ance, the main opposition
party, received the second-
largest number of votes,
16.6%, and 67 seats in parlia-
ment. It managed to wrest

from the ANC one province, which in-
cludes Cape Town. In third place,
with 7.42%, was the upstart Con-
gress of the People, formed by dis-
gruntled ANC members who left the
party late last year. The Cope party
will take 30 seats in parliament.

Mr. Zuma sought to reassure
these voters directly in his first ad-
dress to the nation, after the results

were announced on Saturday, prom-
ising to be a “president for all.”

“There will be no surprises in the
next administration’s program of ac-
tion,” Mr. Zuma said. “The elector-
ate has endorsed our call for an equi-
table, sustainable and inclusive
growth path that will bring decent
work and sustainable livelihoods.”

He declined to address cabinet
posts until they are officially an-
nounced—likely this week—but said
he will appoint “quality people” and
be “tough on performance.” Whom-
ever he appoints, Mr. Zuma will have
to establish a delicate balancing act
to appease the conservative busi-
ness community as well as his power
base, the unions and the Communist
Party. His advisers are well aware of
the need to cater to all sides.

Mr. Zuma is expected to ask Fi-
nance Minister Trevor Manuel to be-
come the head of a new planning
commission that would be tasked
with setting economic policy. Local
newspapers speculated Sunday that
high-powered businessmen Cyril Ra-
maphosa and Tokyo Sexwale might
also be tapped for the commission, a
strong signal to reassure the busi-
ness community and foreign inves-
tors. But Mr. Zuma also will have to
incorporate members of the left.

The independent electoral com-
mission and independent observers
praised the vote as free and fair.
Turnout was just more than 77%.

South Africa’s ANC faces new test

The U.K.’s economy took its worst
dive in 30 years and Spain’s jobless
rate soared to nearly one in five, un-
derscoring the pain sweeping across
Europe as repercussions of the glo-
bal financial crisis take hold.

Britain’s economic output
shrank by 1.9% in the first quarter of
2009 from the fourth quarter of last
year, the government said in a pre-
liminary report—significantly more
than economists had expected and
the fastest rate of contraction since
1979, when Prime Minister Marga-
ret Thatcher came to power.

The plunge raised fresh concerns
about the U.K.’s ability to handle the
mounting costs of its financial and
economic bailouts. Compared with a
year earlier, the U.K. economy
shrank by 4.1%. That cast doubt on
an official projection last week that
the economy will contract by only
3.5% in 2009 and rebound quickly
enough to help the government get
its stretched finances under control.

In Spain, the unemployment rate
jumped to 17.4% at the end of March
from 13.9% three months earlier, pil-
ing pressure on the government to
take fresh action to stem job losses.
Figures from the Spanish Statistics
Institute on Friday showed that a
record four million people were out
of work—a level the government had
repeatedly said it wouldn’t reach.

“Things are looking pretty bad,”
said 33-year-old Alberto Zamarro,
who was laid off eight months ago
from an information-technology com-
pany serving Spanish banks. “I’ve
tried finding other jobs in my field. If

I don’t find one soon I’ll have to try
anything, work waiting on tables.”

The dismal news in the U.K. and
Spain highlights how troubles in fi-
nancial services and real estate are
crippling economies that had de-

pended heavily on those sectors for
growth. The U.K., with a capital city
that serves as one of the world’s pre-
mier financial hubs, has depended
on financial services for one in five
jobs and more than a quarter of its

tax revenues. Spain’s construction
sector swelled to account for almost
a fifth of the economy.

CW-25>The worsening picture
comes at a time when countries
across Europe are seeing a rise in un-
easiness related to economic mal-
aise. Worker protests in France have
sometimes become violent, and
union leaders in Germany have
warned that their country could be
next if layoffs mount.

In the U.K., wildcat strikes have
protested the hiring of foreign work-
ers and anger over bankers’ hefty pay
packages recently materialized in an
attack on the Edinburgh home of
former Royal Bank of Scotland CEO
Sir Fred Goodwin. In the first set of of-
ficial quarterly crime figures since
the recession began, the government
Thursday announced personal thefts
in the last quarter of 2008 rose by
25% from the year-earlier quarter
and that burglaries rose by 4%.

The economic decline is taking a
toll on the private charities that sup-
plement the U.K.’s social safety net to
help the poor and underprivileged.
Sheila Davidson, who helps to run the
Bridge Women’s Education Centre, a
charity in northern England, said do-
nations are dropping off and women
are no longer enrolling for courses as
they tighten their belts.

“All in all, it is very dim out
there,” Ms. Davidson said.

The economic data from Europe
aren’t all bad. German business con-
fidence improved at the start of the
second quarter after hitting a
record low in March, a survey from
Germany’s Ifo Institute showed Fri-
day. A report from the Centre for
Economic Policy Research and the
Bank of Italy showed that the euro-
zone economy contracted in April,
but at a slower pace than in March.

Economists are also seeing some
positive signs in the U.K. Banks are
lending more, real-estate agents are
reporting increasing inquiries
about house buying, and retail sales
have held up better than expected.
On Friday, data showed seasonally
adjusted retail sales rose 0.3% in
March from February.

Still, the plunge in first-quarter
gross domestic product presents a
challenge for the U.K. government,
which is taking on debt at a rate not
seen since World War II, as it spends
money to cushion the downturn and
salvage its banking system.

Over the next three years the gov-
ernment’s net borrowing require-
ment will be £488 billion ($718 bil-
lion). Having announced limited tax
rises and spending cuts last week,
Treasury chief Alistair Darling is
counting on a swift return to growth
to bring in revenue that would help
pay back the debts. Friday’s data
make it less likely that the economy
will meet Mr. Darling’s forecast of a
3.5% contraction this year, followed
by above-consensus growth of 1.2%
in 2010 and 3.5% in 2011.

In Spain, unions called for the So-
cialist government to increase
spending and extend unemploy-
ment benefits. Finance Minister El-
ena Salgado said there are signs the
government’s fiscal stimulus is start-
ing to work and predicted the rate of
job losses will slow.

The Spanish government has put
in place one of the biggest packages
of tax cuts and spending in Europe
relative to the size of its economy,
sending its accounts deep into the
red. Last week, the IMF forecast
that the Spanish economy will
shrink by 3% in 2009 and by 0.7% in
2010. It predicted that unemploy-
ment will rise to 19.3% next year.

U.K., Spain underscore Europe’s woes
Bigger-than-expected GDP fall casts doubt on Britain’s ability to pay for bailout; Spanish jobless hit 4 million

ECONOMY & POLITICS

Jacob Zuma

By Alistair MacDonald and
Laurence Norman in London
and Thomas Catan in Madrid

The line at a jobless center in Madrid, and Alistair Darling, the U.K.’s Treasury chief

Sources: Spain’s National Statistics Institute; U.K. Office for National Statistics

Deepening gloom
Spain's jobless rate soared higher as the U.K. economy posted its largest 
quarterly contraction since 1979.
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By Deborah Solomon

WASHINGTON — U.S. Treasury
Secretary Timothy Geithner said Fri-
day that the world’s economies are
beginning to stabilize but cautioned
that it is “too early” to say risks have
receded and that more action needs
to be taken to counteract the worst
financial crisis in generations.

“Financial conditions in some
markets have shown modest im-
provement,” Mr. Geithner said, add-
ing that it would be “wrong to con-
clude that we are close to emerging
from the darkness that descended on
the global economy early last fall.”

The secretary struck a more som-
ber tone than a statement released
by the Group of Seven finance minis-
ters who gathered in Washington be-
fore weekend-long meetings at the
International Monetary Fund.

In their statement, the finance
ministers said “the pace of decline
in our economies has slowed and
some signs of stabilization are
emerging. Economic activity should
begin to recover later this year amid
a continued weak outlook, and
downside risks persist.”

The finance chiefs pledged to con-
tinue efforts to shore up financial in-
stitutions across the globe, includ-
ing providing “liquidity support,” in-

jecting capital into banks and taking
“all necessary actions to ensure the
soundness of systemically impor-
tant institutions.” The group also
promised to “deliver the scale of sus-
tained fiscal effort necessary to re-
store growth.”

Mr. Geithner said the ability of
other countries to shore up their
economies is critical to the U.S. re-
covery. “Recovery in the U.S. de-
pends significantly ... on recovery
in those large and previously rap-
idly growing markets,” he said.
Some economists worry about
growth in Europe.

The meeting took place the same
day the U.S. released the methodol-
ogy behind stress tests it is conduct-
ing on the nation’s 19 largest banks.
The tests are part of the U.S. response
to the financial crisis, which includes
capital injections into banks, efforts
to help distressed homeowners and a
plan to purge toxic assets from bank
balance sheets.

Mr. Geithner said he “did not dis-
cuss the preliminary results” of the
stress tests with his counterparts
but said they all agreed to make sure
there’s “enough capital in the finan-
cial system.” Mr. Geithner has
pledged to make enough capital
available so banks can resume mak-
ing loans.
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By Liz Rappaport

And Dan Fitzpatrick

New York’s attorney general
urged federal regulators to scruti-
nize the pressure applied by former
Treasury Secretary Henry Paulson
and Federal Reserve Chairman Ben
Bernanke to Bank of America
Corp.’s chief executive as the bank
wrestled with its takeover of Merrill
Lynch & Co.

Documents sent by New York At-
torney General Andrew Cuomo to
Washington officials on Thursday
detailed negotiations between BofA
CEO Kenneth Lewis and the U.S. gov-
ernment. They demonstrate the ex-
tent to which senior officials were in-
fluencing the decisions of a public
company.

Testimony provided by Mr.
Lewis and minutes from BofA board
meetings show Messrs. Bernanke
and Paulson insisted that the
merger be completed, despite the
discovery of billions of dollars in
new losses at Merrill. Mr. Lewis’s tes-
timony indicates he felt pressured
to keep quiet about his concerns and

the talks about potential govern-
ment support.

“What we have uncovered about
the Bank of America acquisition of
Merrill raises fundamental ques-
tions about the interaction of regula-
tors and those they regulate, as well
as important issues of cor-
porate responsibility and
shareholder rights,” Mr.
Cuomo said.

Michelle A. Smith, a
spokeswoman for Mr. Ber-
nanke, said, “No one at the
Federal Reserve advised
Ken Lewis or Bank of Amer-
ica on any questions of dis-
closure.”

“It has long been the Fed-
eral Reserve’s view that
questions of this nature are
best addressed by individual institu-
tions and their legal counsel, as they
are in a position to understand clearly
their obligations and responsibili-
ties,” Ms. Smith said.

Mr. Paulson’s discussions cen-
tered on the Fed lawyers’ opinion
that BofA’s merger contract with
Merrill was binding and the Trea-
sury’s commitment to ensuring no
systemically important financial in-
stitution would be allowed to fail,
said a spokeswoman for Mr. Paulson.

The testimony shows the intri-
cate role played by the Fed and Trea-
sury during the weeks leading up to

the Jan. 20 announcement of Mer-
rill’s $15.84 billion in losses for the
previous quarter and the govern-
ment’s agreement to help support
BofA.

It was made public by Mr. Cuomo
less than a week before Mr. Lewis

faces shareholders at the
Charlotte, N.C., bank’s an-
nual meeting on Wednes-
day.

The CEO is under pres-
sure from some holders to
step down, in part because
they feel he withheld mate-
rial information about the
state of Merrill.

Mr. Cuomo sent almost
100 pages of Mr. Lewis’s tes-
timony, minutes from two
BofA board meetings in De-

cember and some details of an inter-
view with Mr. Paulson conducted in
March to Senate Banking Commit-
tee Chairman Christopher Dodd,
House Financial Services Commit-
tee Chairman Barney Frank, Securi-
ties and Exchange Commission
Chairman Mary Schapiro and Eliza-
beth Warren, chairman of the Con-
gressional Oversight Panel, which
oversees bank bailouts.

Sen. Dodd discussed the testi-
mony with Mr. Cuomo on Thursday
and is “deeply concerned” about the
allegations, a spokeswoman said.
“He will decide on next steps soon.”

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

Dubai developers aim
to slow investor defaults

Cuomo wants a BofA probe
Regulators’ pressure
over Merrill Lynch
raises issues, he says

Kenneth Lewis

Standard Bank skirts the pain
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By Chip Cummins

DUBAI—Developers here are
scrambling to prevent a wave of in-
vestor defaults as they struggle to
survive this city-state’s real-estate
bust.

During a frenzied property
boom, many investors bought prop-
erty on speculation, expecting to be
able to quickly flip homes—some-
times entire floors in buildings—be-
fore construction was finished. But
in recent months, prices have cra-
tered, some falling by more than
50%.

Buyers of unfinished homes have
all but disappeared. That has left
many investors either unable or un-
willing to make final payments,
which often are due upon comple-
tion and amount to as much as 50%
of the total price of the home.

Analysts had forecast that Dubai
developers could weather a mild
property correction. Even if sales
dried up, they figured, many could
live off of cash flow coming in from
installment plans.

But many big developers are now
struggling to pay their contractors
and subcontractors. In some cases,
payment disputes have halted con-
struction altogether.

The government has stepped in,
offering funds from a $10 billion bail-
out program to companies with un-
paid bills or overseas debt. The gov-
ernment has said more than half of
this $10 billion has been disbursed.

Most of Dubai’s biggest compa-
nies have pledged they will finish de-
velopments that are already in
progress, including a handful of tow-

ers along Dubai’s crane-choked sky-
line. But they are also offering inves-
tors eased payment terms and
schedules. In some cases, executives
are coming up with more creative—
and untested—strategies to avoid
defaults.

Deyaar Development PJSC Chief
Executive Markus Giebel says his
company, one of Dubai’s biggest, is
plowing “full speed ahead” with
50% of its projects but is bracing for
defaults by investors.

“The problem is my customers
can’t pay,” he said.

Deyaar is delaying plans for the
other half of its portfolio—projects
it hasn’t started building. It is offer-
ing investors who have already paid
for some of this property the chance
to swap into other projects that
would be fast-tracked for comple-
tion.

“We have to get customers out
and move them somewhere else,” he
said.

The company has also set up a
500 million dirham ($133.3 million)
fund that it hopes will be able to buy
back distressed properties from in-
vestors at a discount. Instead of re-
selling at a big loss, the fund would
rent out the property until the mar-
ket turns around, providing cash
flow, Mr. Giebel said.

Emaar Properties PJSC, which is
building the world’s tallest sky-
scraper here, said Sunday it was of-
fering a similar swap for investors.
In a statement, it said all its projects
were moving ahead, but investors in
projects due to be finished later will
now be offered property with a
closer completion date.

By Aaron Lucchetti

And Scott Patterson

Morgan Stanley is considering
changes to its biggest proprietary-
trading desk, including spinning it
out into a hedge fund or opening the
unit to outside investors, according
to people familiar with the talks.

A decision doesn’t appear to be
imminent, and it is possible that the
New York company will decide to
leave the elite trading operation,
called Process Driven Trading, as is,
these people said. But the talks are
the latest sign that the U.S. govern-
ment’s intervention in the financial
industry is pressuring Morgan Stan-

ley to consider major changes in
many of its businesses.

A spinoff or restructuring would
mark the end of an era at the firm,
which revved up proprietary trad-
ing during the market’s boom. Since
its launch in 1993, PDT has churned
out $6.5 billion in pretax income, ac-
cording to a person familiar with the
results. That is roughly equal to the
firm’s net income since mid-2006.

A Morgan Stanley spokesman
said Thursday that “no decisions
have been made on PDT.” Discus-
sions about restructuring the group
have been under way for more than
a year but have accelerated during
the past few months.

Morgan Stanley eyes PDT desk

By Michael Allen

And Sarah Childress

JOHANNESBURG—Standard
Bank Group Ltd., Africa’s largest
bank, largely dodged the global fi-
nancial crisis that began last year
but now expects rough economic
times ahead, said Chief Executive
Jacko Maree.

The bank was “solidly profitable
in the first quarter,” he said in an in-
terview with The Wall Street Jour-
nal, after recording earnings of
$14.15 billion rand ($1.62 billion) for
2008, up 8% from 2007. But he ex-
pects that the bank’s earnings
growth will be constrained by the
downturn in world commodities
prices and in trade. He said 2009 “is
going to be a tough year, and in 2010
one might see some recovery.”

Mr. Maree indicated he would be
satisfied to match last year’s earn-
ings growth this year. “A repeat of
last year’s results would be accept-
able,” he said.

Like many emerging economies,

South Africa’s wasn’t directly exposed
to the subprime-lending fiasco in the
U.S. Economists initially believed the
developing world would continue to
show healthy growth, but the global
recession has eroded such optimism.

After surging nearly 5% a year
through 2007, South Africa’s gross do-
mestic product rose 3.1% last year. In
the fourth quarter it shrank an annual-
ized 1.8%, the first such decline in a de-
cade. That is largely due to a slow-
down in manufacturing and mining.

This year, South Africa’s econ-
omy is expected to contract 0.3%, ac-
cording to the most recent projec-
tions by the International Monetary
Fund, released last week. It would
be the lowest level since 1998, ac-
cording to government statistics.

Across sub-Saharan Africa,
growth is expected to decline from
just below 5.5% in 2008 to 1.5% this
year, according to the IMF. The re-
gion should begin to expand again in
2010, to about 3.75%. But for emerg-
ing economies, that won’t be
enough to spur much of a recovery.

Going into the rough patch, Stan-
dard Bank enjoys key support from
another corner of the developing
world, China. Last March, financial
giant Industrial & Commercial Bank
of China Ltd. paid $5.46 billion for a
20% stake in the South African bank.
Half of that went into capital, leaving
Standard with a comfortable Tier 1
capital ratio of 10.7% by year-end.

“It’s given us the ability to act
during the crisis rather than de-
fend,” said Mr. Maree. Standard re-
cently announced an agreement to
buy a 33% stake in Russia’s Troika Di-
alog Group, an investment bank, via
a $200 million convertible loan.

Standard Bank expects to
broaden its Chinese client base in Af-
rica and elsewhere through its part-
nership with ICBC. Mr. Maree said
last year’s crisis slowed Chinese
companies’ appetite for acquisi-
tions, noting that “that part of the re-
lationship has gone slower than
we’d hoped.” But after visiting
Beijing recently, he said China Inc.
appears to be on the prowl again.
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By Charles Forelle

A coalition of left-leaning parties
won elections in Iceland on Satur-
day, decisively beating conserva-
tives who have dominated the is-
land’s politics for two decades and
are widely blamed for the meltdown
in its banking system last fall.

The Social Democratic Alliance
will hold 20 seats in the 63-seat par-
liament, and its coalition partner
the Left-Green Movement will hold
14, giving the two parties an out-
right majority, according to results
as of Sunday afternoon from state
broadcaster RUV.

Together, the two parties took
slightly more than half the popular
vote. The coalition has been running
Iceland on an interim basis since
February, when economic turmoil
forced out the conservative Indepen-
dence Party prime minister and his
government.

Interim Prime Minister Jóhanna
Sigurdardóttir, 66 years old, of the So-
cial Democrats, will keep the top job.

“The nation is settling the score
with the neo-liberalism, with the In-
dependence Party, who have been
in power for much too long,” Ms.
Sigurdardóttir, a former flight at-
tendant, union organizer and long-
time politician, said at an election

celebration Saturday, according to
the Associated Press.

The Independence Party received
about 24% of the vote and 16 seats in
parliament, its worst showing in at
least 45 years. Since the early 1990s,
the party had presided over a wave
of privatizations—including in the
banking sector—that energized Ice-
land’s stodgy, state-dominated econ-
omy and created an economic boom.

But when the banks, swollen af-
ter several years of rising lending,
collapsed in the credit crunch in Oc-
tober, public opinion rapidly turned,
and voters on Saturday punished

the Independence Party at the polls.
Iceland’s gross domestic product is
forecast to contract 10% this year,
and unemployment shot up to 7.1%
in the first quarter, more than triple
the rate a year ago.

The win by the left-wing coali-
tion could also move Iceland closer
to joining the European Union—a
major goal of the Social Democrats.

The Left-Greens have resisted
EU membership, but smaller,
pro-EU parties also scored well in
Saturday’s elections; that could pro-
vide the Social Democrats with back-
ing for an EU push.

Iceland takes a left turn
Interim coalition duo
beat conservatives
ousted in February

Germany’s FDP gains
amid economic crisis
By Marcus Walker

BERLIN—Around the world, the
economic crisis is raising doubts
about unfettered markets and lead-
ing to more state intervention in the
economy. But in Germany—a coun-
try long skeptical of freewheeling
capitalism—one winner amid the
fallout from the crisis is a political
party that believes in freer markets
and smaller government.

The Free Democratic Party,
whose credo is getting the state off
the back of the individual, is riding
high in opinion polls. It has notched
up successes in recent regional elec-
tions, and has good chances of enter-
ing government in Germany’s na-
tional vote this September.

The FDP is benefiting from the
fact that Germany’s two large ruling
parties, Chancellor Angela Merkel’s
conservative Christian Democratic
Union and its partner the Social
Democrats, have backed away from
business-friendly policies and
shifted to the left.

“In this context many citizens
find it refreshing that the FDP has re-
mained in the center,” says the FDP’s
leader, Guido Westerwelle, in an inter-
view. His party currently enjoys the
support of 14% to 16% of voters, ac-
cording to recent opinion polls. This
is up from the FDP’s 9.8% support in
Germany’s last election in 2005.

What Mr. Westerwelle calls his
party’s “center” stance has long ap-
peared to many Germans as a right-
leaning economic policy of tax cuts
and deregulation that would mainly
benefit high earners. The FDP’s im-
age as a rich people’s lobby helped
keep the party’s share of the vote
low in the 1990s.

Today, however, many middle-
class voters are concerned about
the state’s expanding role in the
economy in response to the crisis,
on top of longstanding grievances
over Germany’s high and compli-
cated taxes and its jungle of bureau-
cratic red tape.

The result could be that the FDP,
which aims to form a pact with the
Christian Democrats, helps Ms. Mer-
kel to win the election and to escape
her awkward coalition with the left-
leaning Social Democrats. A conser-
vative-FDP coalition could tilt Ger-
many back toward an overhaul of its
tax system and welfare state, al-
though the long recession, big bud-
get deficits and divisions in Ms. Mer-
kel’s camp could limit the scope for
cutting taxes.

Mr. Westerwelle, a youthful-
looking 47-year-old trained law-
yer, is expected to become foreign
minister in any FDP-Christian
Democrat government.

However, both parties would
have to maintain their current opin-
ion-poll support to achieve a major-
ity in parliament. In the past two
elections the Christian Democrats’
support faded badly shortly before
polling day, thanks partly to cam-
paign blunders and disunity. Ms.
Merkel’s conservatives are still
squabbling over their party’s
course, especially on the economy.

The FDP doesn’t correspond to ei-
ther major political party in the U.S.,
but is typical of liberal parties in Eu-
rope, where the word “liberal” de-
notes both free-market economics
and left-leaning social policies that
stress diversity and tolerance.

The FDP, for instance, supports
minority rights, higher immigration
and curtailing the state’s powers of
surveillance. Mr. Westerwelle, who

would be Germany’s first openly gay
foreign minister, has said he would
cut development aid to countries
that persecute homosexuals. But
what’s winning the party new sup-
porters is Mr. Westerwelle’s attacks
on the government for its high tax-
and-spend policies.

Ms. Merkel, constrained by her
coalition with the left-leaning Social
Democrats, has made little progress
in addressing middle-class frustra-
tion with heavy taxes and bureau-
cracy. Her involvement in increased
state intervention in the economy
during the current crisis, including
costly bailouts of banks and subsi-
dies for Germany’s struggling auto-
makers, was the final straw for
many middle-class voters and small-
business owners, who now say they
will vote for Mr. Westerwelle.

The FDP has become the protest
party for longtime Christian Demo-
crat voters as well as moderate So-
cial Democrats who are disillu-
sioned with their parties’ leftward
drift, says Manfred Güllner, head of
the Forsa Institute, a Berlin opinion-
polling company. “The FDP’s main
strength is simply that it exists, not
its specific policies or its person-
nel,” he says.

In contrast, the economic crisis
hasn’t benefited German left-wing
groups, such as the post-communist
Left Party. Despite its questioning of
capitalism, voters don’t believe the
Left Party has the answer, Mr. Güll-
ner says.

Mr. Westerwelle has qualified
his past deregulation rhetoric, and
says he wants a “strong state” in ar-
eas where it is needed, such as bank-
ing supervision. Government has be-
come “big in the wrong areas,” he
says. The role of the state should be
that of a strict referee who sets and
enforces clear rules, but doesn’t get
involved in the economy as a player.

For example, the FDP opposes
the government’s buying a stake in
car maker Opel, the German-based
unit of General Motors Corp. Ms.
Merkel’s government is under pres-
sure from labor unions to help Opel
with taxpayer money if a new pri-
vate-sector investor can’t be found.

“The German government
should have used this crisis to do ur-
gently necessary things like reduc-
ing bureaucracy and obstacles to in-
vestment to trigger growth,” says
Mr. Westerwelle. The recession is a
good opportunity to cut and sim-
plify taxes on middle and lower in-
come earners, he says. “People who
work should no longer be the fools
of the nation,” he says.

Interim Prime Minister Jóhanna Sigurdardóttir, Iceland’s Social Democrat leader,
celebrates victory with teammates and supporters after Saturday’s elections.
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Note: 2001 people were polled 
between Apr. 14-17. Average 
margin of error: +/- 2%. 
Source: Forsa 
Institute/Stern/RTL

35%
Christian Democratic Union/
Christian Social Union

23
Social Democratic Party

16
Free Democratic Party

11
Left Party

10
Greens

5
Others

Kingmaker?  
The Free Democratic Party 
could help Christian Democrats 
win German elections in 
September. Opinion-poll support 
for German parties 
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Sumitomo Mitsui takes lead
in bidding for Nikko Cordial

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

THE INTERNATIONAL INVESTOR

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

By Yuka Hayashi

TOKYO—Sumitomo Mitsui Fi-
nancial Group Inc. has emerged as
the top candidate to acquire Citi-
group Inc.’s Japanese retail broker-
age operations, prevailing over its
two rival Japanese banks.

In the latest round of bidding
held last week, according to people
familiar with the situation, Sumit-
omo Mitsui—Japan’s second-larg-
est bank by market value—submit-
ted the highest bid for Nikko Cordial
Securities, a major brokerage house
that Citigroup has put on the block
as part of its effort to streamline glo-
bal operations. Sumitomo Mitsui
and Citigroup will now accelerate ne-
gotiations over the terms of the deal
with hopes to close it within the
next few weeks.

In addition to Sumitomo Mitsui,
the other two “mega” banks of Ja-
pan, Mitsubishi UFJ Financial
Group and Mizuho Financial Group,
also bid for Nikko Cordial. All three
are eager to expand their brokerage
operations, as well as prevent a rival
from running off with the prize.

With the global capital market in

turmoil, Japanese banks see the do-
mestic retail-banking business,
with $15 trillion in investor assets,
as key to growth. The acquisition of
Nikko Cordial will help the winner
beef up its brokerage capability, en-
hancing its ability to steer customer
assets from deposits to more offer-
ings such as stocks, bonds and in-
vestment funds.

The latest development came as
a surprise as Mitsubishi UFJ, the
bank with the strongest financial
standing, was seen as the favorite.
But some analysts have said that
Citigroup’s brokerage operations
would be a better fit for Sumitomo
Mitsui or Mizuho, particularly if
they are offered along with some of
its wholesale banking business.

Meanwhile, in a move inter-
preted as preparation for a possible
high-priced acquisition, Sumitomo
Mitsui recently announced a plan to
raise up to 800 billion yen ($8.24 bil-
lion) by issuing new shares.

It wasn’t clear how much the bid-
ders offered for Nikko Cordial, but
the Nikkei newspaper said Sumit-
omo Mitsui’s offer was 500 billion
yen.
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Lehman feeds Nomura’s loss
Brokerage’s shortfall
is Japan’s biggest
for latest fiscal year

Steelmakers drag down Nikkei
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By V. Phani Kumar

And Kate O’Keeffe

Japanese stocks fell Friday,
pulled down by steelmakers after
JFE Holdings announced a decline
in profit while a stronger yen hurt ex-
porters.

Overall, Asian markets struggled
to find direction,
with several in-
dexes changing di-
rection at least
once during the ses-

sion. The final results were a mixed
bag.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 1.6% to

8707.99, leaving it down 2.2% for the
week, its second straight weekly loss.

JFE Holdings slid 3.1% after re-
porting a 26% drop in net profit.
Other steelmakers fell too, with Nip-
pon Steel down 4.2% and Sumitomo
Metal Industries slumping 5.2%.

Exporters were beaten down on
the yen’s strength, as Toyota Motor
dropped 2.1% and Canon fell 2.7%.

On the upside, NEC Electronics
surged 11% following a report that it
had struck an agreement to merge
with unlisted Renesas Technology.
India’s Sensitive Index, or Sensex,
was Friday’s big winner, rising 1.7%
to 11329.05 as traders unwound

short positions. The index ended
last week with a 2.8% gain for its sev-
enth straight weekly advance.

South Korea’s Kospi shed 1.1% to
1354.10. Still, it rose 1.9% for the
week and is up six of the last seven
weeks.

In Seoul, chip makers were the
drag on Friday after Samsung Elec-
tronics reported a 72% drop in first-
quarter profit and Hynix Semicon-
ductor posted its sixth-straight
quarterly net loss. Hynix sank 4.7%,
while Samsung skidded 5.6%.

China’s Shanghai Composite fell
0.6% to 2448.60 and Australia’s
S&P/ASX 200 slid 0.8% to 3712.30.
Both were down for the week.

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.

By Alison Tudor

Japan’s top brokerage, Nomura
Holdings Inc., posted one of the
largest losses in Japanese corpo-
rate history Friday, hit by turbu-
lent financial markets and the
costs of absorbing parts of Leh-
man Brothers Holdings Inc.

For the fiscal year ended March
31, Nomura reported a net loss of
709.4 billion yen ($7.24 billion),
drastically wider than last year’s
67.9 billion yen shortfall.

The loss, which exceeded ana-
lysts’ expectations, was the big-
gest of any Japanese company
over the past fiscal year. Hitachi
Ltd., which has yet to report re-
sults, comes close with a forecast
of a 700 billion yen net loss for the
same 12 months.

The damage for Nomura was
across the board: 150 billion yen in
trading losses, including exposure
to Bernard Madoff’s fraud and Ice-
land’s banking crisis, 150 billion
yen in merchant-banking and real-
estate write-downs, and a 230 bil-
lion yen hit mostly from buying
bits of Lehman and integrating
8,000 of its staff.

Nomura swooped in to buy the
European, Middle Eastern and
Asian arms of the stricken Wall
Street bank in September.

To hang on to staff, it pegged
Lehman bankers’ bonuses at bull-

market levels for one and, in some
cases, two years. Staff compensa-
tion doubled to 161.7 billion yen in
the fourth quarter from 78.4 bil-
lion yen a year earlier.

“The challenge for Nomura is to
reduce expenses, which ballooned
due to the acquisition of the busi-
ness units of Lehman Brothers, to
an adequate level in this severe
business environment, as a sub-
stantial recovery in earnings is un-
likely,” said Yuri Yoshida at Stan-
dard & Poor’s Ratings Services.

Nomura finance chief Masa-
fumi Nakada said costs for this fis-
cal year are running at one trillion
yen, which he said he wants to cut
by 10% by March 2010, partly
through staff reductions.

Nomura has cut 2,100 jobs
since October, to 25,626 as of
March. Mr. Nakada said there was
room for further reductions, par-
ticularly outside of Japan, and in
middle- and back-office opera-
tions.

Since the acquisition, Japan’s
largest brokerage by revenue has
been buffeted by record levels of
volatility in markets. On March 10,
its shares fell to levels unseen
since 1982 and Nomura was forced
to raise 277.9 billion yen, issuing
common stock for the first time in
20 years.

Nomura recorded a net loss of
217.1 billion yen in the January-
March quarter, up from 153.9 bil-
lion yen a year earlier. Even Nomu-
ra’s mainstay retail-broking divi-
sion posted its first quarterly loss
since 2002.

Nomura is seeing small signs of
recovery. Its shares have re-
bounded 45% in the past six weeks
and revenue for the fourth quarter
rose 16% to 146.19 billion yen from
125.98 billion yen.

“The green shoots that we see
you won’t see. Our ongoing busi-
nesses performed very well in the
first three months of the calendar
year and as of this month they per-
formed even better,” said Sadeq
Sayeed, Nomura’s chief executive
of Europe, Middle East and Africa,
commenting on business momen-
tum in the region.

For some analysts, it isn’t
enough. Merrill Lynch Japan Secu-
rities said in a note: “It has grown
harder to produce profit in pri-
mary operations due to weak mar-
ket conditions. If conditions per-
sist, they could put profitability in
the fiscal year ending March 2010
at risk as well.” Nomura, the note
said, “urgently needs to alter its
cost structure.”

—Atsuko Fukase
contributed to this article.
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BP executive focuses on biofuels’ future
U.S. operations chief
draws on experience
he gained in Russia

By Ángel González

In January, oil giant BP PLC ap-
pointed Lamar McKay, an experi-
enced Russia hand, to head its opera-
tions in another key energy-produc-
ing trouble spot—the U.S.

BP runs the two largest oil fields
in the U.S., and its U.S. operations ac-
count for about 40% of the compa-
ny’s global business. BP America is
still recovering from a recent string
of high-profile incidents ranging
from a lethal explosion at its Texas
City refinery to federal charges of
propane-market manipulation and
operational problems in Alaska and
the Gulf of Mexico. Last month, the
federal government and the state of
Alaska sued BP for civil damages
over two 2006 oil spills in the North
Slope.

Mr. McKay also is taking the helm
as a new U.S. administration seeks
to give alternative energy a solid
footing, an effort that creates uncer-
tainties for fossil-fuel producers.

Mr. McKay has dealt with tough
issues before. As head of BP’s spe-
cial-projects unit, he was key last
year in defusing a dispute between
BP and its Russian partners in
TNK-BP, a massive integrated oil
and gas joint venture.

And BP has long invested in alter-

native energy, including various ven-
tures and a $500 million grant to
fund the Energy Biosciences Insti-
tute, a U.S.-based research organiza-
tion created in 2007.

Mr. McKay recently spoke with
The Wall Street Journal about the
challenges and opportunities of his
new position. Following are edited
excerpts:

THE WALL STREET JOURNAL: Why
does the U.S. play such a big role for
BP?
MR. MCKAY: One reason is heritage.
We’ve got a portfolio that’s been
built over 100 years. The other rea-
son is future opportunity. There’s
still a lot of potential in deep water—
technology is allowing a lot of
things that were not imaginable 10
years ago. We’re really pleased
Thunder Horse [an oil platform in
the deep waters of the Gulf of Mex-
ico] began producing last year. It’s
been doing tremendously well—
about 300,000 barrels of oil equiva-
lent per day. It’s the second-largest
oil field in the U.S. Other opportuni-
ties exist in unconventional natural
gas and in Alaska [where BP oper-
ates the largest oil field in the U.S.,
Prudhoe Bay].

WSJ: Do you expect that role to in-
crease in the future?
MR.MCKAY: We like the investment
opportunities in the U.S. We’re in-
vesting roughly $6 billion a year. We
plan to continue to invest at that
same level.

WSJ: Your new role coincides with
an administration seriously embrac-
ing alternatives to fossil fuels. What
do you think of this environment?
MR. MCKAY: We believe that the
best thing for the country is a di-
verse energy portfolio. We’re con-
vinced there is not an either/or solu-
tion—it will take all forms of energy
to make this country work.

We’re investing not only to grow
oil and gas production and increase
the efficiency of our refineries, but
also in what we think are the alterna-
tive energy technologies that are
the most likely to succeed.

WSJ:Some policies to raise revenue—
partly to fund alternative-energy ini-
tiatives—target oil and gas produc-
ers. What effect will the administra-
tion’s proposal to repeal longstand-
ing tax breaks for the oil and gas in-
dustry have on energy investments?
MR. MCKAY: Increasing taxes on
the industry, especially at a time
when it is under a lot of stress, has
the potential to reduce investment
and domestic energy production.

The marginal areas will be the
most affected. Companies like us
will, to the extent possible, try to in-
vest through the cycles, because we
have strong balance sheets, but
small companies could be hurt even
more.

WSJ: The Obama administration
seems intent on creating a compre-
hensive method to reduce green-
house-gas emissions—most likely a
cap-and-trade system. How will you

adapt to it?
MR.MCKAY: We favor cap and trade,
but we favor cap and trade that is im-
plemented with an understanding
that it takes time. The details are ex-
tremely important. It needs to the
broad and market-based, so that
there’s not undue distortion [in the
way emissions rights are distrib-
uted]. You can’t flip a switch and
make this work overnight.

WSJ: Do you think it could change
the economics of the oil and gas in-
dustry?
MR. MCKAY: Undoubtedly it would,
in some ways, but it’s hard to predict
how. It could change investment pat-
terns as we search for the most effi-
cient reductions in CO2 emissions. It
could change consumer patterns, as
citizens make more-informed
choices on their carbon footprint.
Those choices could transform how
we balance investments in oil and
gas production and refining.

This will be one of the most com-
plicated systems ever put in place in
terms of the interaction of industry,
consumers and energy provision—
everything will be affected. That’s
why taking things in steps and
phases, with the ability to adjust, is
an important component of what-
ever comes out of this.

WSJ: You had an interesting job in
Russia, negotiating on behalf of BP
in a tough environment. What les-
sons are you bringing here from that
experience?
MR. MCKAY: I learned that if you
have a real ability to listen, hear and
understand, and the pragmatism to
form some sort of agenda with com-
mon goals, people can work out vir-
tually any problem. We have been
successful in Russia; we had our
problems, and we’ve been able to
work through these things.

I see parallels with difficult is-
sues in the United States. There are
staunchly divided positions in the
U.S. right now—about what’s right
for the country, where our energy
should come from and the type of
economy we want to have.

Not everything can be solved at
once. One has to have the pragma-
tism to take things one step at a time
and try to move forward together.

WSJ: What are the biggest chal-
lenges facing a company like BP in
the U.S. right now?
MR. MCKAY: Being able to get the
cost structure in line so that the in-
dustry can be healthy with the oil and
gas commodity prices we see today.

We must also strive to match our
investment patterns with changes
in regulatory and legislative areas.
We invest with a 10- to 15-year time
horizon for the bigger projects, so

anticipating and understanding the
shape energy policy is going to take
is important.

We must be able to [communicate]
our experience in energy markets and
production so that the pace of policy
matches the pace of technology.

WSJ: Starting in 2005, BP suffered a
series of mishaps and setbacks, rang-
ing from a lethal explosion in its
Texas City refinery to a spill in Alaska
to a three-year delay in Thunder
Horse, your highest-profile project in
the U.S. What lessons have you
learned from those incidents?
MR. MCKAY: These were terrible
events that we think about every
day and which are the catalyst for
major change at BP. We have learned
that consistency, rigor and con-
stancy of operating standards is im-
portant and that accountability
must be clear. So we are implement-
ing a new system of processes and
standards by which we operate,
with better ways to identify risks,
manage work in our facilities and
make sure that our processes and
standards are applied consistently.

The statistics [incident rates, em-
ployee surveys] show improvement
as we work to ingrain this in the cul-
ture of the company. I am really
proud of what has been done. But let
me also be clear, we’ve still got a
long way to go.

WSJ: A lot of people seem to have
given up on biofuels, thinking that
low oil and gas prices make them
less competitive, and it’s still very
difficult to mass-produce them. Yet
in February BP invested in a $45 mil-
lion venture with Verenium to build
a cellulosic-ethanol plant in Florida.
Is it just an expensive way to kick
the tires, or are you really interested
in biofuels?
MR. MCKAY: We’re seriously inter-
ested in biofuels. Brazilian ethanol
works—we have a joint venture in
Brazil that is probably going to ex-
pand to a very, very significant
project over time, a world-scale
kind of project. It works there be-
cause you’ve got adequate rainfall
and land for a use that does not com-
pete with food crops, and you’ve got
an infrastructure and automobile
fleet that uses it.

We are also working on a better
molecule called biobutanol. It has
higher energy density, closer to gas-
oline than ethanol. It is also less cor-
rosive, easier to mix with gasoline
and easier to distribute.

With Verenium, we’re [building
a commercial-scale plant] in Florida
using feedstocks that are not com-
peting with food. We’re committed
to getting that project going. We’re
also very serious about research at
the Energy Biosciences Institute.

WSJ: Won’t the automobile fleet
leapfrog the biofuel stage to go elec-
tric?
MR. MCKAY: There is still a lot of
mileage—no pun intended—to be
gained by moving to smaller, lighter
vehicles and smaller engines. That
would be the most cost-effective
way of saving fuel. Hybrids, running
on batteries and gasoline, are also
feasible. Biofuels complement both
of those. We see improved technol-
ogy in gasoline and the increased
use of diesel, biofuels and hybrids as
big pragmatic steps along the way
to a less carbon-intensive fleet.

There’s always future electrifica-
tion, but you run into really big infra-
structure issues when you cross
that bridge. I don’t think the leap-
frog will necessarily happen, be-
cause other solutions are more cost-
effective.

China targets UHV power lines

Lamar McKay

By David Winning

China wants to use melting snow
on the Tibetan Plateau to power neon
lights more than 1,500 kilometers
awayin Shanghai. Andto make thatvi-
sionareality, it isdusting offa 40-year-
oldtechnologyformovingelectricity—
ultra-high-voltage power lines.

UHV lines can not only carry
more electricity than regular lines
but also move it vast distances
with less loss of power. That makes
UHV ideal for bringing electricity
from remote areas, such as hydro-
power projects in the foothills of
the Himalayas, to China’s eastern
urban centers.

A number of countries gave the
idea a test run decades ago, but im-
proved technology has made it a
lot more practical—and attractive.
Now China is betting that UHV can
solve its massive energy dilemma.
Most of the nation’s resources,
such as coal and hydropower, are
located far from the booming cit-
ies that need electricity most.

The developments are being
closely watched around the world.
“I would expect that the more coun-
tries use renewable energy,” the
more they look to UHV technology,
says Daniel Assandri, senior vice
president and head of the power-
system division for ABB Ltd. in
China and North Asia, which is
working on China’s UHV project.

China’s proposed network will
cover 90,000 kilometers and allow
up to 6.4 gigawatts of power to be
transmitted on each line—equiva-
lent to nearly two-thirds of the en-
tire generating capacity of Sin-
gapore. State Grid Corp., one of two
state-owned power distributors,
has said it is seeking regulatory ap-
proval to spend as much as $14.6 bil-

lion over the next three to four
years to roll out UHV power lines.

It’s an ambitious plan, but China
is in urgent need of an upgrade. Ac-
cording to a 2007 report by the Inter-
national Energy Agency, China
needs to invest $1.51 trillion in its
grid through 2030 to accommodate
soaring demand for power. And the
potential power sources are far
from the growing eastern cities
where electricity is needed.

Two-thirds of China’s coal depos-
its are concentrated in a handful of
inland provinces, more than 1,000 ki-
lometers from the manufacturing
hubs of the Pearl River Delta. Gov-
ernment planners want power gen-
erators to build plants closer to coal
supplies and then ship their electric-
ity via the grid.

China also wants to make better
use of its renewable-energy re-
sources, particularly hydropower,
but two-thirds of its dams are lo-
cated in distant southwestern prov-
inces such as Yunnan and Sichuan.
Hydropower currently accounts for
nearly a fifth of China’s electricity
generation, but much of it is used lo-
cally rather than shipped to cities be-
cause the grid is inadequate.

The quest to transmit electric-
ity greater distances at higher volt-
ages dates back decades. Govern-
ments and utilities began to look
seriously at the problem in the af-
termath of World War II as a way to
meet rising energy demand.

Conventional transmission lines,
which use alternating current, can
carry up to 500 kilovolts of energy
from power plants to substations
for distribution. But they’re limited
in how far they can transmit power,
typically up to about 850 kilome-
ters. And they lose a significant
amount of power—about 7% of ca-
pacity—in transit.

In looking for an alternative, en-
gineers tried a couple of different
paths. One was direct-current
power lines, which can transmit elec-
tricity at greater distances than AC
lines, with less power loss. But many
utilities felt DC lines were too expen-
sive because they required con-
verter stations to turn the power to
AC so it could be distributed to utili-
ties and consumers.

The other avenue of exploration
was higher-voltage AC lines. They
first appeared in Canada in 1965.
The most progress was made in the
Soviet Union. However, interest
waned in the 1990s after the Soviet
Union collapsed and power demand
in Japan stagnated.

Improved technology has made
UHV more feasible. For instance, in-
sulators on UHV systems used to be
made of porcelain. Now it’s possible
to use materials like silicone rubber.

China currently has only one
functioning UHV line, a 1,000-kilo-
volt AC pilot project that repre-
sents the highest-voltage system
operating commercially anywhere
in the world. The line connects two
big power grids: one in Shanxi
province in northern China, which
relies heavily on coal-powered
plants, and another in the central
province of Hubei, which has abun-
dant hydropower resources, in-
cluding the Three Gorges dam. The
line enables power to be trans-
ferred between the grids when-
ever there is a shortfall in supply.

More UHV AC lines are planned,
but Beijing concedes the technology
isn’t commercially viable yet. Suppli-
ers haven’t achieved economies of
scale on core equipment, and the
lines aren’t yet carrying enough
power to show real savings over con-
ventional systems.
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Banks snub U.K. inquiry into pay, bonuses
No word from RBS;
Lloyds information
remains confidential

U.K. finance watchdog
looks harder for trouble

By Liam Vaughan

Royal Bank of Scotland Group
PLC, already the center of a furor
over pension payments to its former
chief executive, has failed to re-
spond to requests from a U.K. parlia-
mentary committee for information
on pay and bonuses.

The missing information could
delay the committee’s report on the
banking crisis, due next month.

But several other banks, respond-
ing to a separate request for infor-
mation, disclosed an unusual
amount of information about the
pay and bonuses granted employ-
ees. Some disclosed the extent to
which bonus pools for 2008 were
slashed.

Several chose not to answer spe-
cific questions on pay and risk man-
agement.

Deficiencies in risk management
and a culture that rewarded short-
term risk taking are considered by
some to be key contributors to the
huge losses tied to risky assets that
have blown big holes in banks’ bal-
ance sheets.

The request to RBS and Lloyds
Banking Group for information on

how many people at U.K. banks res-
cued by public funds earn more than
£100,000 ($146,584) and more than
£1 million comes from a committee
looking into the banking crisis.

The requests, first made in Febru-
ary, were passed to the bank on
March 10 by U.K. Financial Invest-
ments, the government body that
owns a 70% stake in RBS and 43%
stake in Lloyds.

The Treasury wrote separately
to Bradford & Bingley and Northern
Rock, both of which have been na-
tionalized by the government.

A spokeswoman for the Treasury
Select Committee, an independent
parliamentary oversight commit-
tee, said Friday that despite re-
quests for a prompt response, no in-
formation had been received from
RBS. “We are pursuing this matter
and expect the banks to respond,”
she said.

An RBS spokeswoman declined
to comment on why the information
hasn’t been provided. “We are in cor-
respondence with UKFI,” she said.

Lloyds and Bradford & Bingley
have provided the information,
which remains confidential.

Northern Rock, which hasn’t pro-
vided the information, declined to
comment.

Among the disclosures from
other banks:

n Goldman Sachs Group Inc.
said bonuses accounted for 58% of
“total remuneration” world-wide

last year, down from 80% of “total
compensation” the year before. In
other words, the bank nearly $3 in
bonuses for every $2 in salary last
year. In 2007, it paid $4 in bonuses
for every dollar in salary.

The committee also asked how
the ratios compare to those of 10
and 20 years ago. Goldman said bo-
nuses were 60% of total compensa-
tion in 1998 and 62% in 1988.

n At the investment-banking
arm of Swiss banking giant UBS AG,
bonuses represented 48% of world-

wide compensation in 2008, com-
pared with between 64% and 70%
since 2002. Bonuses also fell to 48%
of total compensation at Nomura
Holdings, from 64% in 1999.

n Privately held Rothschild said
bonuses accounted for 74% of pay in
the year that ended March 31.

n At Deutsche Bank AG, which
has a large retail-bank operation, bo-
nuses accounted for “less than 20%”
of world-wide compensation last
year.

n At Bank of America Merrill

Lynch, part of Bank of America
Corp., top executives received no bo-
nuses and bonuses among other ex-
ecutives were down 80% on the pre-
vious year.

Bonuses were down 65% at Gold-
man Sachs, 60% at Credit Suisse
Group AG and 50% at Barclays Capi-
tal, the investment-banking arm of
Barclays PLC.

n Nomura has by far the highest
proportion of its total staff dedi-
cated to risk management among
the six banks that directly re-
sponded to the committee’s ques-
tion. Just over 16% of its employees
are in risk management, compared
to 7.5% at Goldman Sachs, 3.8% at
Deutsche Bank, 3.3% at UBS and 3%
at Credit Suisse.

n Only Nomura said it had stress-
tested its balance sheet against a
scenario where the wholesale fund-
ing markets closed down. It de-
scribed it as “one of the main scenar-
ios” embedded in the tests, run
monthly. UBS and Barclays said they
overhauled their risk management
practices in response to the credit
crisis, which included a shutdown of
the wholesale lending market last
autumn.

Goldman Sachs told the commit-
tee, “While we routinely conduct
dozens of scenario analyses and
stress tests, we did not fully antici-
pate the extent of the recent col-
lapse of wholesale markets.”

www.efinancialnews.com

Fred Goodwin, the former chief executive of Royal Bank of Scotland, speaks to
the Treasury Select Committee in London in February.
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By Dominic Elliott

The U.K.’s Financial Services Au-
thority has hired more than 180 peo-
ple and is holding formal internal
meetings every six months to moni-
tor firms deemed to pose a systemic
risk, according to submissions to
the Treasury Select Committee.

But the regulator ruled out pub-
lishing the results of its stress tests,
unlike the U.S., which Friday laid out
its framework for evaluating the na-
tion’s 19 largest banks and will re-
lease results May 4..

“We believe that publishing
these individual [stress test] scenar-
ios could be damaging to market sta-
bility and release commercially sen-
sitive data. Therefore, it is not our in-
tention to publish this information,”
the FSA told the Treasury Select
Committee in a March 6 submission.

Taken alongside banks’ descrip-
tions of their interactions with the
FSA in other submissions to an inde-
pendent parliamentary oversight
committee, the disclosures demon-
strate how the regulator has taken a
more aggressive approach in the
past year.

All of the banks that made sub-
missions referred to more engage-

ment with the FSA, with HSBC Hold-
ings PLC stressing a “a heavy and al-
most continuous focus on capital
and liquidity” and Barclays PLC talk-
ing of a dramatic increase in report-
ing as a result of the crisis.

The submissions also showed
that the FSA identified for investiga-
tion just over one in every 100 appli-
cations for people to perform “sig-
nificant influence functions” at regu-
lated firms since it was created in
2001.

Just four of the 616 applications
that required investigation were re-
fused, the FSA said. Another 75 were
withdrawn by the companies seek-
ing approval. In a separate submis-
sion, the FSA said it has increased
scrutiny of candidates for positions
of significant influence since March
2008, particularly for management
and nonexecutive directorships.

A submission before the FSA’s
Feb. 25 committee appearance also
said it was “holding more formal in-
ternal ‘checkpoints’ on a six-
monthly basis to provide more FSA
senior management input and over-
sight of the supervisory approach”
for companies.

An FSA spokeswoman said the
agency remains on track to meet its
target of 280 extra staff by the end
of July. The hiring of more than 180
people since it began beefing up su-
pervision in response to its regula-
tory failings over now-nationalized
lender Northern Rock, was dis-
closed in a Feb. 16 submission to the
Treasury Select Committee.

The new hires represent 10% of
the regulator’s 2,800 staff as of mid-
February.
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