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What’s

News

BP’s first-quarter profit fell
64%, tracking the decline in
oil prices, but the results ex-
ceeded expectations and the
company said it is adjusting
to $50 crude. BP also is
poised to benefit from lower
costs and has been reward-
ing suppliers that lower their
prices. Pages 2, 36

H U.S. regulators told BofA
and Citigroup they may need
to raise capital, based on
early results of government
stress tests. Page 23

M Fiat said that a Chrysler
bankruptcy wouldn’t derail
its interest in a stake in the
U.S. auto maker. Page 5

M Daimler posted a worse-
than-expected net loss for
the first quarter and warned
on full-year results. Page 4

W U.S. stocks closed mod-
estly lower as industrial and
financial stocks led a late
turnaround. In Europe, bank-
ing shares fell. Page 24

H Deutsche Bank delivered
strong results, in part by not
writing down its exposure to
toxic assets. Pages 23, 36

M The EU is poised to
tighten regulation of hedge
funds and buyout firms amid
opposition from socialists
and industry. Page 23

M IBM touted the strength of
its business as it raised its div-
idend 10% and expanded its

stock-buyback program. Page 7

M Germany is cutting its fore-
cast for 2009 GDP, now ex-
pected to shrink 6%. Page 10

M Lithuania’s GDP slid 12.6%
in the first quarter from a
year earlier. Page 10

M Microsoft is in talks with
Verizon to launch a multime-
dia cellphone on the carrier’s
network in a bid to compete
with Apple’s iPhone. Page 2

M A court said judges in Cy-
prus can compel the return
of land seized after the 1974
Turkish invasion. Page 9

M Three men charged in Lon-
don’s 2005 suicide bombings
were acquitted of the most

serious offenses against them.

M Albania formally applied
for membership in the EU.

M A US. senator is leaving the
Republican Party, putting Dem-
ocrats closer to procedural con-
trol of the chamber. Page 11

M Obama ordered a review of
the decision to fly the backup
Air Force One plane over Man-
hattan for a publicity photo.
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Damian and Damian
Two stories that reveal
rot in the U.K.’s perma-
nent civil service. Page 18
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Can Europe hold the line?

Voters may push governments to ease tight fists for economic stimulus

In Spain, the government
is mulling fresh economic
stimulus measures but the cen-
tral bank says there’s no
money. Inthe UK., France and
Italy, gaping budget deficits
have largely ended the chance

By Marcus Walker
in Berlin, David
Gauthier-Villars in Paris
and Thomas Catan
in Madrid

of major new tax cuts or spend-
ing to spur growth.Germany
says that despite expecting a
6% dive in its economy this
year, it’s more worried about
stoking inflation in 2010.

As Europe’s biggest coun-
tries fall together into areces-
sion that many forecasts say
will be deeper and longer
than in other regions, propo-
nents of amore aggressive fis-
cal policy wonder how long
European leaders can con-
tinue to reject one—and why
leaders aren’t under more
pressure to change.

“The people in Germany
are relatively calm at the mo-
ment,” says Manfred Giillner,
head of Berlin opinion-poll-
ing institute Forsa. “Unless
the crisis reaches another di-
mension of mass unemploy-
ment and falling incomes, so-
cial unrest is far-fetched.”

That day may come. Ger-
many’s two biggest parties,
which now govern in a coali-
tion, are about to start bat-
tling before a national elec-
tion in the fall in which han-
dling the economy will be the
biggest issue. The next govern-
ment could face a problem if
unemployment rises steadily
through 2010, as many econo-
mists expect; mass unemploy-
ment wrecked the popularity
of Germany’s previous chan-
cellor, Gerhard Schroder.

French President Nicolas
Sarkozy has faced a flurry of
sometimes-violent wildcat
strikes and “boss-nappings”
in which workers protesting

against layoffs held their man-
agers hostage.

Among major European
economies, only Spain is de-
bating another ambitious
move, as Prime Minister José
Luis Rodriguez Zapatero’s
opinion-poll ratings slide and
unemployment has reached
17%. But Spain’s capacity to
do more is in doubt.

Mr. Zapatero sacked a fi-
nance minister who said
there was no room for more
spending or tax cuts. “There
is room,” new Finance Minis-
ter Elena Salgado said last
week. “There can’t not be.”

European opposition poli-

Please turn to page 35

Wide reach, broad vision mark first 100 days

A CENTURY OF FIDELITY,

MAKING POINTS: U.S. President Barack Obama speaks at the Federal Bureau of Investigation in Washington on Tuesday. The next few
months will prove how much of his ambitious agenda will come to fruition. Pages 13, 14, 16 and 36

Pakistani jets attack Taliban positions

Pakistani fighter jets
pounded Taliban positions in
adistrict next to the Swat Val-
ley on Tuesday as ground
troops pressed on, in the mili-
tary’s most robust effort tore-
pel a Taliban advance.

By Matthew Rosenberg
in Lahore, Pakistan,
and Zahid Hussain

in Islamabad

Pakistan faces intense
pressure from Washington to
abandon a peace deal with
the Taliban in Swat, which
has become a major militant
base since the deal was struck
in mid-February. Tuesday’s
fighting in the neighboring

Buner district seemed likely
to further undermine the al-
ready shaky accord.

The Taliban moved last
week from Swat into Buner,
just 110 kilometers from Is-
lamabad, the capital. Their ad-
vance—and Pakistan’s ini-
tially passive response—
raised alarm among U.S. offi-
cials, who said the South
Asian nation was capitulat-
ing in the face of a Taliban
sweep toward the capital,
which lies in the plains where
most of Pakistan’s population
and industry is situated.

The Taliban said last week
they would withdraw to Swat,
but “only a symbolic with-
drawal was taken [and] they

kept on increasing their
strength and kept up their mili-
tant activities,” said military
spokesman Maj. Gen. Athar Ab-
bas. “The government was left
with no option but to launch
operations against them.”
The attack began at 4 p.m.
Tuesday. Gen. Abbas said
there were 450 to 500 Tali-
ban fighters in Buner. He
didn’t say how many paramili-
tary police or soldiers were
taking part in the assault.
“The overall objective of the
operation is to eliminate and
expel the militants from
Buner,” Gen. Abbas said.
Fighter jets and helicopter
gunships launched air strikes
to cover the ground troops’

advance through Buner’s
mountainous terrain and to
keep Taliban fighters in Swat
from reinforcing militants in
the district, he said.

Until the February peace
deal, the Taliban had been
fighting for 18 months for con-
trol of Swat Valley, home to
1.5 million people and once an
alpine getaway for residents
of the plains. In the past
week, the militants from
Swat have moved out of the
valley: first to Buner district
to the south, bringing them
closer to Islamabad; then to
the west to Lower Dir—which
officials say would have
cleared a route for militants

Please turn to page 35
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Global
marketers
rethink
strategies

By S. MiTRA KALITA

WASHINGTON—Consum-
ers from the U.S. to Europe to
Japan appear to be growing
more cautious amid fears that
the world economy will
worsen over the next 12
months, according to a report
to be released Thursday. The
new frugality is forcing global
companies to revise their
strategies and offerings.

Brand loyalty, for example,
in most developed markets is
waning—so-called brand fa-
tigue—but remains strong in
parts of Asia, according to the
study by Boston Consulting
Group. In India and China,
79% and 71% of respondents,
respectively, said brand was
enough reason to pay more on
a purchase, compared with
27% in the U.S. and 17% in Eu-
rope.

So as Pizza Hut promotes a
“PANormous pizza” for $10 in
the U.S. to lure back less-ea-
ger consumers, its China loca-
tions feature escargot as an
appetizer, with more upscale
menu items planned, said
Micky Pant, global branding
president and chief market-
ing officer of its parent, Yum
Brands Inc. Yum operates
about 3,000 KFC and Pizza
Hut restaurants in China.

In India, Yum’s KFC fran-
chiseis positioning itself as of-
fering “premium fast food,”
and it just launched a line of
drinks called “Crushers.” Last
week, the company reported

Please turn to page 35
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China faces a graduate glut
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BP’s earnings slide 64%,
tracking fall in oil prices

Crude producers look
poised to benefit
from declining costs

By Guy CHAZAN

BP PLC said it is adapting well to
$50 oil despite reporting a first-
quarter profit much lower than a
year ago.

Like all Western oil majors, BP
has been hit hard by the slump in
the price of crude, which is down
nearly $100 a barrel since last sum-
mer. But their profits are still sur-
prisingly strong. In the last few
days, ConocoPhillips, Occidental Pe-
troleum Corp. and ENI SpA have
posted first-quarter earnings that
were down from a year earlier but
better than most analysts’ predic-
tions.

“We’ve demonstrated
that BP works well in this
environment,” BP Chief Ex-
ecutive Tony Hayward said
in an interview. “Refining,
retail and petrochemical
margins were all in the
tank, and still we covered
the dividend.”

The U.K.-based com-
pany said first-quarter net
income fell 64% to $2.56 bil-
lion from $7.09 billion a
year ago. Replacement-cost profit,
which strips out changes in the
value of inventories, was down 62%
from a year earlier to $2.4 billion.
On this basis, analysts were expect-
ing earnings of $2.23 billion. Reve-
nue declined 47% to $48.09 billion.

The company produced just
over four million barrels a day—
about 2.5% more than a year ago, as
its Thunder Horse field increased
output in the Gulf of Mexico. Citi-
group oil analyst Mark Bloomfield
said the numbers showed “strong
operational momentum.”

BP, Europe’s second-largest oil
company by market value after
Royal Dutch Shell PLC, has been
seen as potentially more vulnerable
than its peers to crude’s drop. The

Tony Hayward

company needs an oil price of $55
to be able to pay its dividend and
fund its capital-spending program
out of cash flow, Mr. Hayward said.
Crude is currently trading at about
$49 a barrel, and some investors
have expressed concern that BP
might have to cut its dividend for
the first time since the early 1990s
if oil prices stay at this level.

But Mr. Hayward said the com-
pany had proved its balance sheet
can take the strain. It responded to
the low oil price by taking on more
debt, slightly trimming capital
spending and slashing costs by $1
billion in the quarter. Most of the
savings have come from a restruc-
turing program Mr. Hayward
launched after taking the helm at
BP two years ago that streamlined
management, reduced red tape and
cut 5,000 jobs. BP said its unit pro-
duction costs were 11% lower than
in the first quarter of
2008.

Beyond those effi-
ciency savings, BP should
also start to benefit soon
from a decline in industry
costs. BP is renegotiating
contracts with suppliers,
rewarding those who
lower their costs with
longer terms. That will
mean slightly lower capi-
tal spending: BP now says
such spending will be just
under $20 billion this year, down
from the $20 billion to $22 billion it
gave as guidance in February.

In a conference call with ana-
lysts, BP Chief Financial Officer By-
ron Grote said the industry is al-
ready seeing “substantial defla-
tion” inleasing rates for land-based
drilling rigs and jack-ups—rigs that
operate offshore in shallow wa-
ters— while the costs of marine seis-
mic services, steel and other com-
modities also have been falling,
though less sharply. But he said the
cost of ultradeepwater rigs, which
remain in short supply globally,
were stuck at high levels. Some of
the most modern deepwater rigs
can command leasing rates of more
than $500,000 a day.
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Pioneer to get funds from Honda

BY KAZUHIRO SHIMAMURA

TOKYO—Pioneer Corp. said it
will receive 2.5 billion yen ($26 mil-
lion) of capital from business part-
ner Honda Motor Co. in the first of
several steps by the electronics
maker to finance its overhaul.

Pioneer, a maker of car-naviga-

tion systems and electronics prod-
ucts, said it plans to issue new
shares to Honda by the end of June
and use the money from the Tokyo-
based auto maker to develop new
car-electronics products.
Pioneerhasdecided toexittheflat-
panel television business and focus
on electronics for the auto industry.
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CORRECTIONS &
AMPLIFICATIONS

The brand name of Merck &
Co.’s drug for benign enlargement of
the prostate is Proscar. A Corporate
News article Tuesday incorrectly
identified the drug as Fosamax.

Russian tycoon Oleg Deripas-
ka’s holding company Basic Ele-
ment will have an option to buy back
its stake of Austrian construction
company Strabag SE by December,
which could possibly be extended
until October 2010. A Global Busi-
ness Brief on Tuesday incorrectly
said the company could extend the
option until October 2011.

Microsoft, Verizon plan new phone

BY AMOL SHARMA
AND Nick WINGFIELD

Microsoft Corp. is in discussions
with Verizon Wireless to launch a
touch-screen multimedia cellphone
on the carrier’s network early next
year, in a bid to compete with Apple
Inc.’s iPhone.

Microsoft’s project, which is
code-named “Pink,” is aiming to pro-
duce a phone that extends the tech
giant’s Windows Mobile cellphone
operating system, adding new soft-
ware capabilities, people familiar
with the matter say. It would also
likely include Microsoft’s new Win-
dows Marketplace for Mobile, a mo-
bile application store along the lines
of Apple’s, the people say.

While Microsoft is involved in
the design of the phone’s software
and hardware, a third-party is ex-
pected to make the device, just as
Google Inc. has worked closely with
partners to make handsets based on
its Android operating system, peo-
ple familiar with the matter say.

The Microsoft-Verizon relation-
ship is evolving from a more limited

search-and-advertising partnership
the companies struck early this
year. The two companies are looking
for a response to the iPhone, which
has boosted the fortunes of their ri-
vals, Apple and AT&T Inc. AT&T’s ex-
clusive rights to the iPhone in the
U.S. expire next year, but the carrier
istrying to get a one-year extension,
people familiar with the matter say.

The two companies
are looking for a
response to Apple’s
popular iPhone.

Apple has had discussions with
Verizon Wireless in recent months
about its product roadmap, includ-
ing a mobile multimedia device that
is bigger than the iPod Touch but
smaller than a laptop, one person fa-
miliar with the situation said. How-
ever, the talks have not become ad-
vanced, they said. Some analysts say

Apple may simply be trying to gain
negotiating leverage over AT&T by
holding early talks with Verizon.

Verizon Wireless, a joint venture
of Verizon Communications Inc.
and Vodafone Group PLC has per-
formed well despite not having the
iPhone. On Monday, Verizon Com-
munications reported solid first-
quarter results in its wireless busi-
ness, edging out AT&T in net cus-
tomer additions. Still, Verizon has
sought to come up with a true rival
to the iPhone. Last year, it launched
Research in Motion Ltd.’s touch-
screen BlackBerry Storm.

The Pink project is the work of a
team of designers within Mi-
crosoft’s mobile division known as
the premium mobile experiences
group, which is focused on creating
software for mobile phones that con-
nect to a variety of online consumer
services, such as social networking
and photo-sharing applications.
That group includes staffers from
Danger Inc., a company that Mi-
crosoft acquired a year ago that de-
signs the software in the Sidekick, a
popular cellphone sold by T-Mobile.

INDEX TO PEOPLE

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

For more people in the news, visit

% CareerJournal.com/WhosNews

Cropper, Philip
De Mey, Jozef

Abramovich, Roman ... 5
Ackermann, Josef ....23
Athan, Tom
Berents, Fridtjof ....... 25
Bernanke, Ben
Birch, Mike ....ccoveee 33
Bisignani, Giovanni ... 6
Blitzer, David
Callow, Julian
Cardillo, Peter ........... 24
Cassano, Joseph
Chang, Ming-Daw ..... 28
Chaudhary, Niren ...... 35
Connor, Richard
Coyle, Sean

Elkann, John
Endo, Koji

Frenk, Julio

Ignacio
Grote, Byron

Hayward, Tony

........ 33 Jansson, Mats

Dreier, Marc ...

Forster, Andrew
Frolov, Alexander
Goirigolzarri, José

Glllner, Manfred

Hienonen, Jukka
Ichikawa, Yusuke

Kaufman, Peter
Kavanagh, Stephen ....6
Kondo, Koichi

Lewis, Kenneth ... 25,36

Lynch, Andrew ......... 24 paulson, Hank .......... 25

McCreevy, Charlie ....23  Poser, Norman .......... 25 '\5\7236;(;?%« """

Miller, Alex ..o 35 Qiu, Olivia veveveeeeene. 5 Walsh, Niall ......

Modrikamen, Mischael Quinn, Daragh .. 25 Williams, David
...... 12 rerreneereneneeeeee 20 RaNKIN, Sam- ............. 11 Yamada, Ryuji

Morozov, Denis
Mosier, Robert P.
Murdoch, Elisabeth ...8
Murdoch, Rupert
Nemoto, Naoko ......... 27

Pant, Micky ...coevueeee. 1

Roth, Michael I.
Rozes, Stephane ....... 35
Sable, Bradley K. ..... 25
Sasson, Eric
Scheepbouwer, Ad ...... 8

........ 5g  Lagarde, Christine Newport, Patrick ...11 Schindler, David ...... 28
Lai, York prags. : Schmidt, Eric .ou..... 11
........ 34 0'Driscoll, Judith ...... 33 :
Lantz, Carl ... ; Schroeder, Michael ... 32
........ 5 Palmisano, Samuel ....7 Shargel. Gerald L 28
Lee, Andrew ............. Pang, Danny ............ 28 gel, . e

Sullivan, Martin
Summers, Tim

INDEX TO BUSINESSES

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.

ACON . BP e

Cosmos Bank Taiwan ..28

Korean Air .....cceveveeenee 27

Schibsted ....cooveverereennee 8

Aer Lingus .oovveeveverernes Bristol-Myers Squibb ...7  Credit Suisse ... .36 KPN ..o .8 Shanghai Electric Group
Alcatel-Lucent .. ....5  British Airways ........... 24 CSX Corp. ... .24 Kuwait Petroleum ...... 27 27
Allianz SE ..o Carnival Corp. ... Daimler ..... 4,24 Lazard v, 24,27
American Express .24,28 Cathay Pacific ............. 8  Lloyds Banking Group.24
American International ~ Cerberus Capital gﬁ:zucttsr(c)?uexBank --23'24§g k/.l’;/lt.tglrlcsson ---------------- g Holdings 2
hrgang Sl S 36 BN 36 McGrawiHil 624 Skondnavis Enskide
T Mai Ontoalectron Entie Commercial Bank ~ Merck & CO. w.oorvvernneeee. 2 ANKEN s e
Apple... 2 Chl- Mei Op.toelectronlcs & Merrill Lynch 24 Standard Chartered.....28
AT&T 2 Ch!na Mobile ..cooeeres 5 Euro Disney ' Michelin ... 8 Steel Dynamics .............. 5
BaidU ..o 8  China Petroleum & ; Strabag .ceeeeeeeveeesesisn 2
i i Ch | o7 Evraz Group ... T V116 {051 2 D S
Banco Bilbao V|anya N emical .......... Exxon Mobil Mitsubishi UFJ Financial Sumitomo Mitsui
Argentaria ....ce.oween. 25  China Southern Airlines Forrovial Group Financial Group ........
Banco Santander (Spain) e, 7o ; o G Sun Microsystems
) Fiat .4,5 Mizuho Financial Group
.............................. 25  China Telecom...............5 Fifth Third Bancorp .23 Svenska Cellulosa..........
Bank of America China Unicom (Hong Finnair l\/lorganStanIey27 Svenska Handelsbanken
SR 23,24,25,36 Kong) Ford Motor National Australia Bank o oorerresessssseseseseesesess 25
Basic Element........... 2 Chryser.... FOTEIS oG e SWedbaNK .. 25
BI\/IW....: ....................... 24 Citigroup Fortune Brands. "8 New York Times . 3 Taéchukng Commercial -
BNP Paribas .......... 24,25 Coach..... : GateHouse Media .......32  Nippon Steel ... 8 lan """""""""""""" 2
Boston Consulting Group ~ Coca-Cola Enterprises .8 Ganeral Electric.... NOKid oo, 5 Tgnenneosrsé'é"\'/"a'l'l-é .............
................................... 1 Continental Corp..........35 Nomura Holdings.......27 " pini yBZ

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)
Belgium
Fax: 32 2 741 1600

Brand
Telephone: 32 2 741 1211

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799

87, 1200

Calling time from 8am to 5.30pm GMT
Website: www.services.wsje.com

E-mail: WSJUK@dowjones.com
Advertising Sales worldwide through Dow Jones

International. Frankfurt: 49 69 971428 O; London: 44 207 842 9600;

Paris: 33140 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by |B
Dogan Media Group / Hurriyet A.S. Branch Germany. Printed in
Switzerland by Zehnder Print AG Wil. Printed in the United Kingdom by
Newsfax International Ltd., London. Printed in Italy by Telestampa
Centro Italia s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The Jerusalem Post

Group. Printed in Turkey by GLOBUS Diinya Basinevi.
Registered as a newspaper at the Post Office.

Trademarks appearing herein are used under license from Dow Jones

& Co. © 2008 Dow Jones & Company All rights reserved.

Editeur responsable: Daniel Hertzberg

M-17936-2003

G00gle e 2,11
Grupo Santander ..

Industrial & Commercial ~ Renault

Bank of China........... 28

Interpublic Group .
J.P. Morgan Chase

Nomura Securities ......27

.................................. 27 ] K G Wells Fargo & Co.
International Business Royal Dutch Shell WPP Group
Machines ......ccvveenenns 7 Sample News Group ...32  Xstrata.........

Samsung SDI ... 8
SAS ...

The Children’s
- Investment Fund
-5 Management ............ 24

Hewlett-Packard ..........7  Office Depot 3G Capital Partners.....24
Honda Motor ............. 4,5 Olympus ... 8
HSBC Holdings .......... 27 Oracle........
Hua Nan Financial PEMGroup

Holdings....cevveeunnes 8 Pfizer

Vodafone Group .....

Yum Brands
AL | =



THE WALL STREET JOURNAL.

WEDNESDAY, APRIL 29, 2009 3

LEADING THE NEWS

Swine flu now reported in four continents

Possible cases emerge
in Mideast and Asia;
New Zealand gets hit

By BETsY McKAy

Evidence that a sometimes
deadly new flu strain has spread
widely continued to emerge Tues-
day, with cases reported on four con-
tinents.

Health authorities said they un-
covered possible cases of the new
strain of A/HIN1 swine fluin the Mid-
dle East and Asia, a day after the
World Health Organization moved
one step closer to declaring a pan-
demic.

In Mexico, the number of sus-
pected swine-flu deaths passed 150.
In the U.S., the number of confirmed
U.S. cases rose to 64, including five
hospitalizations, according to the
Centers for Disease Control and Pre-
vention. The new data indicated the
strain is causing more severe illness
in the U.S. than originally seen; only
one of the first 40 cases confirmed

had to be hospitalized. Officials also
got a better handle on the size of an
outbreak at a school in the New York
City borough of Queens after stu-
dents returned from a trip to Mex-
ico. The agency said it had con-
firmed 45 cases in New York. It said
the incubation period for the dis-
ease appeared to be from two to
seven days.

California  Gov. Arnold
Schwarzenegger declared a state of
emergency that will help state agen-
cies coordinate efforts in response
to the outbreak, the Associated
Press reported. California health of-
ficials have confirmed 13 cases of
swine flu, the AP said.

Many of the people confirmed
with the swine flu outside Mexico
were infected on trips there, said
Keiji Fukuda, the WHO’s acting assis-
tant director for health security and
environment. But the WHO was
awaiting formal confirmation Tues-
day from the CDC that the new virus
caused a separate outbreak in New
York, when students who had trav-
eled to Mexico transmitted the virus
to others at their school after return-
ing.

Confirmation that the disease is
spreading among people in two
countries would meet the WHO’s cri-
teria for raising its pandemic alert
level one more notch to “phase 5,” or
one level short of a full-blown pan-
demic. On Monday the United Na-
tions public-health agency raised its
global alert to phase 4 from phase 3.
The change recognizes that the new
virus spreads from person to per-
son, and signals that governments
should prepare for outbreaks.

Catching on
M Learning lessons from the past .....34
H Mexico City goes quiet ....emrmmmuuren 34

M Suspected cases throughout EU ..34

In trying to limit the further
spread of the virus, officials are bal-
ancing two missions: preparing for
the worst possible outcome while
avoiding an eruption of public
panic. The tasks are complicated by
the fact that they don’t know the le-
thality of the virus they are up
against. Many people assume a pan-
demicis adeadly scourge, but two of
three three flu pandemics that cir-

cled the globe in the 20th century
were relatively mild. “Pandemics
can range from being relatively mild
to being extremely severe,” Dr.
Fukuda said. “My own sense right
now is it’s too early to make a call.”

While raising its pandemic alert,
the WHO hasn’t warned people to
curtail travel, even though several
countries have issued travel adviso-
ries for swine-flu-affected coun-
tries. The agency believes the poten-
tial benefits of slowed infection are
outweighed by the economic disrup-
tion that can be caused by closing
borders or restricting travel.

The swine flu already has spread
to atleast six countries besides Mex-
ico. New Zealand confirmed that 11
people who recently returned from
Mexico contracted the virus but suf-
fered only mild illness and were ex-
pected to recover.

IntheIsraeli city of Netanya, hos-
pital officials said a 26-year-old pa-
tient who recently returned from
Mexico was the region’s first con-
firmed case of swine flu, but didn’t
know whether the patient had the
same strain as the one that ap-
peared in Mexico. Meanwhile, a sec-

ond case was confirmed Tuesday in
Spain. A 23-year-old student, one of
26 patients under observation,
wasn’t in serious condition, Health
Minister Trinidad Jimenez said.

There are also reports of sus-
pected human cases of the flu in
China and South Korea.

In the U.S., the Obama adminis-
tration on Tuesday defended its
“passive surveillance” policy on the
threat, saying its measured, cau-
tious border monitoring makes
sense.

U.S. Homeland Security Secre-
tary Janet Napolitano said more ag-
gressive enforcement steps aren’t
yet necessary, even as she said that
officials anticipate confirmed cases
in more states.

Flu deaths are nothing new in the
U.S. or elsewhere. The CDC esti-
mates that about 36,000 people
died of flu-related causes each year,
on average, during the 1990s in the
U.S. Very young children and the eld-
erly are particularly susceptible.
But the new flu strain is a combina-
tion of pig, bird and human viruses
that humans may have no natural im-
munity to.

“WE CHOOSE TO GO TO THE MOON.”

- John F. Kennedy
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Luxury slump hits Daimler earnings

Car maker reports deep loss and warns on weaker full-year results, but pins hopes on draw of revised sedan

By CHRISTOPH RAUWALD

FRANKFURT—Daimler AG
Tuesday posted a worse-than-ex-
pected net loss for the first quar-
ter as global demand for trucks
and luxury cars collapsed, and it in-
dicated that full-year revenue and
vehicle sales will come in signifi-
cantly lower than in 2008.

“Daimler anticipates a gradual
improvement in operating profit-
ability as the year progresses.
Earnings in the second quarter are
expected to be significantly nega-
tive once again, however,” the Ger-
man auto maker said, adding that
it targets €4 billion ($5.2 billion)
in cost savings this year.

Chief Financial Officer Bodo
Uebber told reporters that be-
cause of market volatility the com-
pany couldn’t rule out posting a
loss for 2009.

Daimler reported a net loss of
€1.32 billion for the first three
months of the year, compared with
a net profit of €1.29 billion a year
earlier. Revenue fell 22% to €18.68
billion.

The auto maker’s closely
watched earnings before interest
and tax, or Ebit, came in at a €1.43
billion loss, compared with a
profit of €1.98 billion in the year-
earlier period.

Daimler sold 332,300 cars and

Associated Press

commercial vehicles world-wide
in the first three months of the
year, down 34% from a year ear-
lier. A sharp deterioration in sales
and a shift toward smaller and less
profitable vehicles along with
wide-ranging destocking are eat-
ing into auto makers’ earnings,
with luxury-car makers particu-
larly hard hit amid the recession.

Daimler’s core Mercedes-Benz

cars unit, usually a profit center
with its Mercedes-Benz, Smart
and Maybach brands, reported a
€1.12 billion loss before interest
and tax for the quarter, compared
with Ebit of €1.15 billion a year ear-
lier.

The Stuttgart-based auto maker
is pinning its hopes on the re-
vamped Mercedes-Benz E-Class,
which is poised to help sales begin-

Daimler
Net profit/loss, in billions

4Q 10 2Q 3Q 4Q 1Q
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Employees work on Mercedes C-class
sedans on the production line in the
plant in Sindelfingen near Stuttgart,
Germany.

ning in the second quarter. Daimler
said it expects its Mercedes-Benz
cars business to at least maintain its
market share, adding that the divi-
sion is believed to have reached its
earnings trough in the first quarter.
“There should be a gradual improve-
ment in profitability over the next
three quarters and positive earn-
ings in the second half of the year,” it
said.

The luxury-car maker said it
will increase prices of certain new
models in some markets and will
launch the E-Class in the U.S. in
June, earlier than initially
planned.

Daimler said vehicle invento-
ries at the end of the first quarter
were lowered to the level of spring
2008. The company said it aims to
further reduce inventories to “a
level in line with current market
volumes” by the end of the second
quarter. Reducing inventory is an
important instrument for improv-
ing cash flows.

Daimler’s truck division, the
world’s largest truck maker by
sales, posted a €142 millionloss be-
fore interest and tax compared
with earnings of €403 million. Its
financial-services unit swung to
an EBIT loss of €167 million from a
profit of €168 million, mainly be-
cause of further increases in risk
provisions.

Shares of Daimler fell 3.7% in
Frankfurt trading Tuesday.

Net liquidity of industrial busi-
ness stood at €3.74 billion at the
end of March, thanks to the €1.95
billion in cash raised from the
share issuance to Abu Dhabi’s Aa-
bar Investments PJSC, which last
month acquired a 9.1% stake in
Daimler.

Union to get 50% stake in Chrysler

By ALEX P. KELLOGG
AND KRr1S MAHER

The United Auto Workers union
would eventually own 55% of the
stock in arestructured Chrysler LLC
under the deal reached by the union
and the auto maker, according to a
summary of the agreement that was
reviewed by The Wall Street Jour-
nal.

Fiat SpA “eventually” will own
35%, and the U.S. government and
Chrysler’s secured lenders together
will end up owning 10% of the com-
pany once it is reorganized, that
summary said.

The summary was distributed
Monday evening at a gathering of
union leaders in Sterling Heights,
Mich. The deal was first disclosed
Sunday night. The UAW aims for
Chrysler workers to vote Wednes-
day on the proposed agreement,
which requires changes to the
union’s current Chrysler contract.

According to the summary,
Chrysler will also issue a $4.59 bil-
lion note to the health-care trust
fund that the union will manage for
retired workers. The agreement
said Chrysler will pay $300 million
in cash into the trust fund in 2010
and 2011, and increasing amounts
up to $823 million in the years 2019
to 2023.

The trust fund will own a “signifi-
cant” amount of Chrysler stock and
will be allowed to appoint a repre-
sentative to Chrysler’s board, the
summary said.

“While we realize the proposed
sacrifices for UAW members are
painful, we fought to maintain our
wages, our health care and our
jobs,” UAW President Ron Gettelfin-
ger wrote in a letter with the sum-

mary. The UAW summary also said
the accord would provide the union
with regular updates from the com-
pany on its long-term strategy and
product plans.

In a separate agreement that
paves the way for Chrysler to meet
the U.S. Treasury Dept.’s deadline
for a viability plan, Daimler AG said
it agreed Monday to give up its re-
maining 19.9% stake in Chrysler LLC
and pay as much as $600 million
into the auto maker’s pension fund.

That deal would end the relation-
ship between Daimler and Chrysler
except for supplier and customer re-
lations. Daimler’s 19.9% stake will be
turned over to Chrysler’s parent,
Cerberus Capital Management LP.

The move allows Cerberus and
Chrysler to intensify negotiations
on a merger deal with Fiat. Chrysler
needs the Fiat merger as well as cost
concessions from its debt holders
and the United Auto Workers to re-
ceive more U.S. aid and avoid bank-
ruptcy. Chrysler and Cerberus also
agreed to waive claims arising from
Daimler’s August 2007 sale of
Chrysler to Cerberus.

Among the cost-cutting mea-
sures that the UAW leaders have ac-
cepted are a suspension of cost-of-
living-adjustments and new limits
on overtime pay. Workers will only
be paid for overtime after they have
worked at least 40 hours in a week.
Chrysler workers will also lose their
Easter Monday holiday in 2010 and
2011, according to the union sum-
mary.

Fiat has agreed to produce at
least one small car in a Chrysler
plant in the U.S., and to allow
Chrysler to use a 3.0-liter diesel en-
gine and a 1.4-liter gasoline engine
in its vehicles. Fiat’s investment,

which the summary said Chrysler es-
timates is valued at $8 billion, will
“create 4,000 new UAW jobs in the
U.s.”

To ensure all Chrysler stakehold-
ers are equally sacrificing to help
the company recover, Chrysler will
provide the UAW with quarterly up-
dates and contributions by “execu-
tives, CEOs, dealers, suppliers and
other constituents,” the summary
said.

The latest concessions would
bring the UAW contract at Chrysler
closer to the pay and benefits
earned by workers at nonunion auto
factories operated by rivals Honda
Motor Co. and Toyota Motor Corp.

“This is the eclipse of the UAW.
It’s going to be a shadow of what it
once was, I'm afraid,” predicted
Gary Chaison, a professor of labor re-
lations at Clark University in
Worcester, Mass., who was inter-
viewed prior to the disclosure of all
details.

The accord is likely to provide
outlines for labor deals at General
Motors Co. and possibly Ford Mo-
tor Co., said labor experts, dealing
the union a broader setback.

In addition to cuts in wages and
benefits, the loss of working mem-
bers and their dues due to factory
closings, will shrink the union’s
clout and give it less money for orga-
nizing and political operations. On
Monday, GM said it would eliminate
21,000 hourly-wage jobs.UAW mem-
bers are expected to ratify the latest
round of cuts, believing a weaker
contract in hand is better than the
auto maker entering bankruptcy-
court proceedings, in which a judge
could throw out the labor contract
altogether. A UAW spokesman said
the ratification process is going for-
ward and declined to comment fur-
ther.

As GM boss and banker,
U.S. would face conflicts

By NEIL KING
AND JEFFREY MCCRACKEN

The U.S. government could be ex-
posed to ahost of conflicts and poten-
tial unintended consequences if it
ends up—as now appears likely—
with a controlling stake in General
Motors Corp.

Under GM’s latest restructuring
plan, the U.S. would get at least a
50% stake in the largest Detroit
auto maker. Even without a major-
ity stake, the government was able
to use its muscle in March to oust
GM Chief Executive Rick Wagoner.
But such a major holding would
turn GM into a sort of Government
Motors, making the federal govern-
ment the company’s de facto boss
and bank lender.

A direct stake could create other
uncomfortable conflicts: The Obama
administration would be setting
emissions and mileage standards for
cars in Washington while having to
implement them in Detroit. It also
would make the government a direct
partner of the United Auto Workers,
which would get a 39% stake in the
company under GM’s latest blue-
print for survival.

Both the Bush and Obama adminis-
trations have grappled with how to
shore up the economy without get-
ting directly involved in running com-
panies. They were unable to avoid an
entanglement with insurer American
International Group Inc., in which
the government now owns an 80%
stake after committing more than
$170 billion in emergency relief.

“The big question is whether the
government, as a shareholder, will be

focused on GM making money, or it
making clean and green cars, or what-
ever other political agenda they have
for the auto space,” says Peter Kauf-
man, president and head of restruc-
turing at investment bank Gordian
Group LLC.

Administration officials dis-
missed suggestions that they were
preparing to nationalize GM, saying
that the plan put forward Monday
was preliminary.

Under the GM proposal to bond-
holders, the government would for-
give $10 billion in loans to the com-
pany in return for a 50% stake, while
GM’s tens of thousands of public
bondholders would be asked to sur-
render around $24 billion in bond
debt for a 10% stake.

GM continues to pursue two
tracks for its turnaround— one out-
side bankruptcy court and one inside.

In either case, the government
would be in a position to set policy for
the company. GM is one of the largest
sellers of full-size trucks and sport-
utility vehicles in the world, vehicles
that are notorious for fuel ineffi-
ciency. Yet such products have always
been among the company’s most prof-
itable. That could present the govern-
ment with a painful trade-off.

Even after its restructuring, GM is
expected to remain one of the coun-
try’s largest employers of unionized
workers, and it does business with
thousands of union and nonunion em-
ployers.

That raises such questions as
whether the government would allow
GM to buy parts from a supplier that
has resisted organizing efforts by the
UAW or other labor unions.
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U.S. Steel swings to loss

Steelmaker reaches
new deal with union
on retirement fund

BY ROBERT GUY MATTHEWS

Battered by evaporating de-
mand in nearly every market, U.S.
Steel Corp. swung to a $439 million
first-quarter loss, slashed its divi-
dend and capital spending plans
and said it would offer stock and
convertible notes to generate more
cash.

The steelmaker also said that it
had reached a new agreement with
its union to defer certain contribu-
tions for its retiree health funds,
and it also reached a new agree-
ment with its lenders, who agreed
to eliminating certain financial cov-
enants.

The Pittsburgh-based steel-
maker reported a first- quarter
2009 net loss of $439 million, or
$3.78 per diluted share, compared
with first-quarter 2008 net income
of $235 million, or $1.98 per diluted
share. Sales fell 47% to $2.75 billion
from $5.20 billion in the year-ear-
lier quarter.

The steelmaker is trying to
stanch the deepening crisis initsin-
dustry defined by continued slump-
ing demand, falling prices and un-
certainty surrounding financial
markets and the automotive and
construction industries.

To raise and conserve cash for
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Slumping orders have hammered steelmakers. Above, tubular steel rods at a U.S.

Steel Corp. facility.

what the company says is expected
be atough year, it said it would offer
18 million shares of common stock
and $300 million aggregate princi-
pal amount of senior convertible
notes due 2014. The company said
that it will use the net proceeds
from the offerings torepay amounts
outstanding on its $500 million
three-year term loan due 2010.

Any remaining proceeds from
the offerings will be used to repay
amounts outstanding on the compa-
ny’s $500 million five-year term
loan due 2012 and then for general
corporate purposes.

A new agreement with lenders

holding the majority of its $750 mil-
lion credit facility and some out-
standing term loans will be also be
amended. The company also said it
decreased quarterly dividend to
five cents per share, saving approxi-
mately $116 million annually. It also
said it would reduce planned 2009
capital spending by $330 million

Most steelmakers across the
globe are reporting steep losses. In
the past week, Nucor Corp., Steel
Dynamics Inc., and China’s second-
largest steelmaker, Angang Steel
Co., all swung to losses due to fall-
ing steel prices and weakening de-
mand.

Chrysler nears debt reduction deal

Banks and lenders holding $6.8
billion in secured Chrysler LLC debt
are nearing a deal with the U.S. Trea-
sury Department to cut that debt to
about $2 billion, according to peo-
ple briefed on the matter.

By Stacy Meichtry, Jeffrey
McCracken and Neil King Jr.

The debt-reduction deal, which
still must be finalized, would come
after the United Auto Workers union
ratifies wage-and-benefits conces-
sions for Chrysler. A UAW member-
ship vote on the concessions is ex-
pected Wednesday.

It isn’t clear whether the pro-
posed deal with lenders would be
enough to keep the auto maker out
of bankruptcy court. An Obama ad-
ministration official familiar with
the matter said Tuesday that talks
with lenders are continuing.

Separately, the government-led
restructuring of Chrysler may in-

clude folding the auto maker’s
former finance arm into GMAC LLC,
people familiar with the matter said
Tuesday.

A final decision on merging the
auto lending arms would come out
of complex talks involving private-
equity group Cerberus Capital Man-
agement LP, which has substantial
stakes in Chrysler and GMAC and
owns all of Chrysler Financial, and
the Obama administration’s auto
task force.

Fiat SpA remains interested in
teaming up with Chrysler even if the
Detroit auto maker were to file for
Chapter 11 bankruptcy-court protec-
tion, Fiat Vice Chairman John El-
kann said Tuesday.

Fiat and Chrysler have been in
talks over the possibility of Fiat tak-
ing at least a 20% stake in the U.S.
car maker in exchange for access to
the Italian company’s dealer net-
work and technology, including en-
gines and platforms.

The Obama administration has
given Chrysler until the end of the
month to reach a final agreement
with Fiat, unions and the U.S. auto
maker’s main creditors—or face a
bankruptcy filing.

On Monday, Chrysler reached a
deal with the UAW. Under the terms
of a summary agreement viewed by
The Wall Street Journal, the UAW
would take a 55% stake in the planned
Fiat-Chrysler partnership in ex-
change for allowing Chrysler to re-
duce its cash payments to the union’s
retiree health-care trust fund.

Mr. Elkann also said Fiat won’t in-
vest any money in Chrysler as part
of a potential deal. However, he
opened the door to the possibility
that Fiat could eventually put
money into Chrysler once an alli-
ance is forged. “I don’t want to ex-
clude anything” he said. “Today it’s
not the case, but if there’s a case for
it later on we’ll consider it in that
context.”

Steelmaker Evraz reports 11% fall in profit

BY ALEXANDER KOLYANDR

LONDON—Russian steel pro-
ducer Evraz Group SA posted an 11%
drop in 2008 net profit and said pro-
duction in the first quarter of 2009
fell 29% from a year earlier.

Full-year net profit fell to $1.87
billion from $2.1 billion in 2007, hit
by falling demand and productionin
the fourth quarter as well as charges
and write-offs totaling $1.9 billion.
Revenue rose 58% to $20.38 billion.

Evraz is partly owned by Mill-
house LLC, the holding company of
Russian billionaire and Chelsea Foot-

ball Club owner Roman Abramovich
and his business partners. The com-
pany has assets in Russia, Ukraine,
the U.S., Italy, the Czech Republic
and South Africa.

“Although some first signs of im-
provement are apparent...the visibil-
ity of demand remains distinctly lim-
ited,” Chief Executive Alexander
Frolov said.

Giving a firm outlook for the cur-
rent year would be “irresponsible”
in light of current market condi-
tions, Mr. Frolov said. He added that
“2009 is going to prove a difficult
year for the global steel industry.”

Evraz said its first-quarter crude-
steel production fell 29% to 3.39 mil-
lion metric tons from a year earlier.

The steelmaker also said its out-
put of semifinished products in-
creased 87%, while the company’s
output of value-added railway, flat-
rolled and tubular products fell 23%,
16% and 14%, respectively, from the
previous quarter.

Mr. Frolov warned that supplies
of railway products to state-owned
Russian Railways are likely to de-
cline to between 800,000 tons and
900,000 tons in 2009 from 1.1 mil-
lion tons in 2008.

Honda posts loss but sees
rebound later in the year

BY YOSHIO TAKAHASHI

TOKYO—Honda Motor Co.
swung to a net loss in its fiscal
fourth quarter as vehicle sales
dropped in all regions amid the eco-
nomic slump, but its forecast for
this fiscal year is upbeat due to cost-
cutting plans.

Honda, Japan’s second biggest car
maker by volume after Toyota Motor
Corp., posted a net loss of 186.16 bil-
lion yen ($1.92 billion) in the quarter
ended March, compared with a year-
earlier net profit of 25.4 billion yen. It
was Honda’s first quarterly loss in at
least 15 years.

Sales dropped 42% to 1.784 tril-
lion yen, while Honda swung to an
operating loss of 283 billion yen,
compared with the operating profit
of 168.8 billion yen a year earlier.

Honda, the maker of models such
as the Civic and Accord sedans, ex-
pects to post operating profit of 10
billion yen for the fiscal year ending
March 2010, which would be a 95%
plunge. But analysts polled by Thom-
son Reuters showed a mean esti-
mate of an operating loss of 69.07 bil-
lion yen.

Honda Executive Vice President
Koichi Kondo said production cuts,
which Honda expects to end by June
or July, will combine with a postpone-
ment of investment in new produc-
tion lines and the company’s exit
from Formula One car racing to re-
store profitability in the second half.

“This [operating profit forecast]
is a strong message that the com-
pany wants to avoid slipping into
the red if at all possible,” said Koji
Endo, an analyst at Credit Suisse. He
estimates an operating loss of 200
billion yen for this fiscal year, as his
forecasts for the yen are stronger
than the company’s.

Honda Motor

Net income/loss, in billions of yen
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Aslong as the Japanese currency
stays around 95 yen against the dol-
lar and 125 yen against the euro,
which the company expects for this
fiscal year, and government incen-
tives to spur auto demand are intro-
duced, Honda could meet its projec-
tion as higher sales volume will also
help it to cut unit costs, he said.

Mr. Kondo acknowledged that
the yen may not stay as weak as
Honda hopes, adding that its earn-
ings outlook partly reflects hopes
for government measures to encour-
age consumers to buy new cars. The
yen was trading around 96 yen to
the dollar and 125 yen to the euro
late Tuesday in Asia.

Honda set its global auto sales
target at 3.2 million vehicles for the
current fiscal year, down 8.7%, as it
expects a 9.8% decline in sales in
North America, a 17% drop in Eu-
rope and a 2.3% fall in Asia. Honda
expects sales to fall 16% to 8.37 tril-
lion yen and net profit to skid 71% to
40 billion yen for this fiscal year.

Alcatel snares China deals
to supply two telecom firms

By AbpAm EWING
AND ALICE DORE

Alcatel-Lucent SA said Tuesday
it signed two framework agree-
ments in China valued at $1.7 bil-
lion, akey winin one of the few mar-
kets still growing during the eco-
nomic slump.

The Franco-U.S. telecommunica-
tions-equipment company said it
reached a $1billion deal with China
Mobile Ltd., the world’s largest mo-
bile operator with more than 400
million subscribers. Alcatel-Lucent
will supply the company with sec-
ond-generation solutions and third-
generation gear based on a rela-
tively new technology developed
mainly in China, called TD-SCDMA,
or Time Division-Synchronous
Code Division Multiple Access.

Alcatel-Lucent is also set to sup-
ply $700 million of third-genera-
tion equipment based on the less-
popular standard called CDMA, or
Code Division Multiple Access, to
China Telecom Corp.

Under the deals, the company
will provide network upgrades, in-
tegration and maintenance ser-
vices in 2009, through its joint ven-
ture Alcatel-Lucent Shanghai Bell.

Alcatel-Lucent said it is commit-
ted to supporting the Chinese com-
panies’ transformation to third-
generation technology.

“The agreements also set the
stage for future collaboration with
these customers on the ongoing im-
provement of their networks,” said
Olivia Qiu, head of Alcatel-Lucent
in East Asia and president of Alca-
tel-Lucent Shanghai Bell.

Foreign telecom-gear compa-
nies are fighting for market share
in China, and aiming for a slice of
the country’s investment in improv-
ing its mobile-phone networks.

Last year, the Chinese govern-
ment awarded 3G licenses as part
of its telecom restructuring plan,
which left the country with three
carriers: China Mobile, China Tele-
com and China Unicom (Hong
Kong) Ltd.

Alcatel-Lucent, Telefon AB L.M.
Ericsson and Nokia Siemens Net-
works—the joint venture between
Nokia Corp. and Siemens AG—are
all competing for portions of the
rollout, facing stiff local competi-
tion fromrivals ZTE Corp. and Hua-
wei Technologies Co, which are
seen as favorites in China.

Research firm iSuppli expects
wireless-infrastructure spending
in China to increase 13% to $6.2 bil-
lion this year, contrasting with the
expected 3.5% decline in global
spending to $39.7 billion. It expects
global spending on wireless equip-
ment to stay flat in 2010 before
growing 4% in 2011.
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Air-freight volume drops

Cargo traffic shows
signs of stabilizing;
bottom-line warning

By JONATHAN Buck

Swine flu could have a signifi-
cant effect on air traffic, the Inter-
national Air Transport Association
warned Tuesday, as it reported
that the decline in cargo traffic sta-
bilized in March.

“It’s still too early to judge what
impact swine flu will have on the
bottom line,” said IATA Director
General Giovanni Bisignani. “And
the timing could not be worse,
given all of the other economic
problems airlines are facing.”

Airlines word-wide have been

struggling with a decline in global
trade amid the economic down-
turn. In March, air-freight volumes
fell 21.4% from a year earlier, but ap-
peared to be stabilizing when com-
pared with a 22.1% decline in Febru-
ary and a 23.2% drop in January.

“The only glimmer of hope is
that cargo demand has stabilized
this month although at the shock-
ingly low level,” Mr. Bisignani said.

The severity of the slump in air
freight was at least partly driven
by manufacturers seeking to cor-
rect large inventory overhangs
that emerged in late 2008, said
IATA, which represents some 230
airlines comprising 93% of sched-
uled international air traffic.

The depletion of stocks to a
level more in line with sales in turn
stabilized air-freight demand, the
industry group said. Recovery de-

pended on purchasing that can re-
duce the inventory overhang, the
group added.

Passenger traffic also has dwin-
dled in the past year as the airline
industry has seen demand
squeezed by higher fuel costs and a
recession that forced consumers to
curb discretionary spending.

Average load factors, which
measure the percentage of avail-
able seats airlines fill with paying
passengers, dropped 5.4 percent-
age points in March to 72.1%, even
though airlines cut international
passenger capacity by 4.4%.

“Airlines cannot adjust capacity
to match demand,” Mr. Bisignani
said. “Load factors have dipped
sharply from last year. All of this is
hitting revenues hard.” Compari-
sons with 2008 are also harsh be-
cause Easter fell in March last year

Associated Press
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An airline passenger in Athens receives a swine-flu leaflet. The International Air
Transport Association expects the illness to affect travel patterns.

and April this year.
IATA’s comments came as Irish
flag carrier Aer Lingus PLC warned
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in a trading update that first-quar-
ter revenue fell 16% and that falling
fares will likely push the company
into a full-year loss that will be ma-
terially below the bottom of the
range of current market expecta-
tions.

NCB Stockbrokers, which had
one of the more pessimistic fore-
casts, previously had forecast an
operating loss of €79 million ($103
million) for the year, but now ex-
pects a loss of €100 million.

Shares in the airline fell 19%, or
13 European cents, to close at 56 Eu-
ropean cents in Dublin.

Aer Lingus said it was reviewing
arange of options to deliver a sus-
tained reduction in operating
costs, and announced a manage-
ment restructuring. Niall Walsh
has been tapped as chief operating
officer; Chief Financial Officer
Sean Coyle will also head short-
haul operations; and Stephen Ka-
vanagh was appointed as head of
long-haul operations.

The number of passengers Aer
Lingus carried in the first quarter
fell 6.5% from a year earlier. Poor
market conditions and the eco-
nomic backdrop also pushed the av-
erage short-haul fare down 11%,
while long-haul fares fell 19%.

In addition, Nordic airlines SAS
AB and Finnair Oyj posted first-
quarter net losses and painted
bleak pictures of continued weak
demand.

SAS, half of which is jointly
owned by Sweden, Denmark and
Norway, posted a net loss of 748
million Swedish kronor ($91.4 mil-
lion), narrower than the net loss of
1.11 billion kronor a year earlier,
when a charge of 488 million kro-
nor for discontinued operations hit
the bottom line. Revenue fell 8.5%
to 11.36 billion kronor from 12.41
billion kronor.

“We are adjusting our capacity
to the lower demand and removing
unprofitable routes and market
shares,” said SAS Chief Executive
Mats Jansson, who added that a
previously announced restructur-
ing plan, which includes cutting
the airline’s work force by about
8,600, is on track.

Finnair, meanwhile, swung to
net loss of €18.6 million, from a net
profit of €3.1 million a year earlier.
Revenue dropped 10% to €515.7 mil-
lion from €572.9 million. The car-
rier now expects an operating loss
for 2009.

“The figures for our sector
make for sad reading wherever one
looks,” said Finnair Chief Execu-
tive Jukka Hienonen. “The poten-
tial for profitability has run into
the sand due to feeble demand and
a collapse in price levels.”

—Ola Kinnander
and Quentin Fottrell
contributed to this article.
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GE expands disc capacity

New product to have
storage capability

equal to 100 DVDs

BY PAUL GLADER

General Electric Co.’s research
division said it had developed data-
storage technology using holograms
that could store the content of 100
standard DVDs on a single disc.

GE said its microholographic
material can support 500 gi-
gabytes of data in a standard DVD-
size disc, equivalent to 20 single-
layer Blu-ray discs. GE plans to li-
cense the technology to other com-
panies that would produce the
disc and players and expects prod-
ucts based on the technology to be
available in 2012.

GE expects early users to be
companieslooking toreplace mag-
netic-tape data archives. Eventu-
ally, it hopes consumers will use
the technology to store massive
collections of emails, photos, mov-
ies and other digital media.

“Our technology will pave the
way for cost-effective, robust and
reliable holographic drives that
could be in every home,” said
Brian Lawrence, who heads the re-
search program, in Niskayuna, N.Y.

Overlapping blue lasers record holograms in a General Electric microholographic
disc. The company says one disc holds the equivalent to 20 Blu-ray discs.

“The day when you can store your
entire high-definition movie col-
lection on one disc and support
high-resolution formats like 3-D
television is closer than you
think.”

GE said its holographic technol-
ogy can store data beneath the sur-
face of a disc; CDs, DVDs and Blu-
ray discs store data only on the sur-
face. GE said it expects that play-
ers for its technology will also be

able to play CDs and DVDs.

GE said it has been working on
holographic storage technology
for more than six years. The com-
pany said it is hoping the discs will
eventually be able to store more
than one terabyte, or 1,000 gi-
gabytes of data. By comparison,
Blu-ray content comes in 25-gi-
gabyte and 50-gigabyte disks and
a standard DVD holds five gi-
gabytes.

IBM raises payout, plans buyback

By WiLLiIAM M. BULKELEY

MIAMI BEACH, Fla.—Interna-
tional Business Machines Corp.
boosted its quarterly dividend 10%
and added $3 billion toits stock-buy-
back program, calling the moves a
testament to the strength of its busi-
ness model.

At the annual meeting of share-
holders, Chief Executive Samuel Palm-
isano said the actions show that IBM,
which recently lost a bid to expand by
acquiring Sun Microsystems Corp.,
“entered this turbulent period strong,
and we expect to exit it stronger.”

In response to a shareholder
question, Mr. Palmisano declined to
comment on IBM’s interest in Sun.
However, he said IBM has seen Sun
and Oracle Corp., which outbid IBM,
working closely together for years
to sell hardware and software combi-
nations. “They are now formally
aligned—it’s not a big change,” he
said. He said Oracle will now have to
invest heavily in semiconductor de-
velopment if it wants to maintain
Sun’s high-end product line.
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Mr. Palmisano also predicted
that Oracle’s relationship with
Hewlett-Packard Co. will become
more difficult as it tries to sell Sun
computers in competition with H-P.

Jesse Greene, vice president for

financial management, said in anin-
terview that IBM still has ample ca-
pability to make a large acquisition
if an opportunity arises. IBM had
$12 billion in cash at the end of the
quarter, and Mr. Greene said the
company generates more free cash
flow in the second half of the year
than it does in the first half.

The new quarterly dividend of 55
cents a share, payable June 10 to
shareholders of record May 8, will
bring IBM’s annual dividend outlay
to about $3.08 billion, an increase of
$280 million. The 10% boost repre-
sents a smaller increase than the
25% added last year. IBM said that it
has $3.7 billion already authorized
in stock buybacks.

Mr. Greene said share buybacks
give IBM more “flexibility” in ad-
justing to economic conditions
than do dividends, which he called
“a commitment.”

Mr. Palmisano said IBM contin-
ues to spend heavily onresearch and
development and is building a new
business around “analytics and opti-
mization.”

Pfizer, Bristol post mixed results

BY PETER LOFTUS

Pfizer Inc. and Bristol-Myers
Squibb Co. reported mixed first-
quarter results as the stronger U.S.
dollar curbed sales growth at the
drug makers.

Both companies’ earnings, exclud-
ing items, were higher than Wall
Street expectations due to cost-cut-
ting measures that included job cuts.

Pfizer’s quarterly net income fell
2% to $2.73 billion, or 40 cents a
share, from $2.78 billion, or 41 cents
a share, a year earlier.

Excluding items, earnings fell to
54 cents a share from 61 cents a
share a year earlier. Analysts sur-

veyed by Thomson Reuters ex-
pected earnings, excluding items, of
49 cents a share.

Revenue fell 8.3% to $10.87 bil-
lion hurt by the stronger dollar.

The stronger dollar is of special
concern to Pfizer, which gets 54% of
total revenue from abroad. Non-U.S.
revenue dropped 7%, reflecting a 10
percentage point hit. U.S. revenue
took a hit, too, declining 10%.

Lipitor sales, meanwhile, con-
tinue to drop as use of generic cho-
lesterol drugs like simvastatin in-
creases. Global sales of Lipitor de-
clined 13% to $2.72 billion, while
U.S. sales fell 17%.

Overall, Pfizer’s pharmaceutical

sales dropped 7%.

At Bristol-Myers, quarterly net
income rose 3.4% to $921 million, or
32 cents a share, from $891 million,
or 33 cents a share, a year earlier.
Per-share earnings declined despite
anincrease in net income due partly
to accounting for earnings “attribut-
able to noncontrolling interest.”

Excluding items, earnings from
continuing operations came to 48
cents a share, compared with 39
cents a share. Analysts had expected
47 cents a share for the latest quarter.

Net sales rose 2.5% to $5.02 bil-
lion.

—Mike Barris
contributed to this article.

TNK-BP is set to extend
acting CEO’s contract

By Guy CHAZAN
AND ALEXANDER KOLYANDR

BP PLC and its partners in Rus-
sian oil producer TNK-BP Ltd. have
agreed to extend the contract of the
joint venture’s acting boss, Tim Sum-
mers, as they attempt to find a new
chief executive.

Denis Morozov, who was long con-
sidered the lead candidate for the job,
isnow out of the running, according to
people familiar with the matter. Talks
with the former CEO of Russian met-
als producer OAO Norilsk Nickel broke
down over pay. Mr. Morozov had been
seeking compensation of as much as
$25 million, partly linked to TNK-BP’s
planned initial public offering, accord-
ing to people familiar with the matter.

Mr. Morozov couldn’t be reached
to comment, and BP said he is still
one of anumber of people being con-
sidered for the top job. AAR, the ve-
hicle representing the Soviet-born
billionaires who own the other half
of TNK-BP, declined to comment.

The appointment of a new boss
at TNK-BP, Russia’s third-largest oil

producer, was a key element of a
peace deal signed between BP and
AAR last year to settle a long-run-
ning dispute over control of the ven-
ture. The new CEO will succeed Rob-
ert Dudley, a U.S. citizen who fled
Russia last summer complaining of
official harassment and who stood
down in December.

Mr. Summers, TNK-BP’s chief op-
erating officer, was tapped as in-
terim CEO in December, but his con-
tract is due to expire June 1. The part-
ners will likely extend it for another
few months. “If the new CEO is not
in place by June 1, then AAR would
support extending Tim Summers’s
powers as acting CEO until a new
oneisinplace,” said AAR Chief Exec-
utive Stan Polovets.

In an interview, BP Chief Executive
Tony Hayward said BP and AAR are in
no hurry to find anew boss for TNK-BP.
“We don’t want to run this to artificial
deadlines,” he said. “It’s about getting
the right person.” Meanwhile, both
partners think Mr. Summers was do-
ing a good job. “Everyone is happy
with how he’s performing,” he said.

NTT DoCoMo net sinks 70%

as handset sales decline 22%

By JUrRO OsAawA

TOKYO—NTT DoCoMo Inc.’s net
profit dropped 70% in the company’s
fiscal fourth quarter amid weak
handset sales and costs involved
with third-generation mobile-phone
services.

Japan’s top mobile-phone car-
rier by subscribers said its net profit
sank to 34.2 billion yen ($353.3 mil-
lion) in the three months ended
March 31 from 114.7 billion yen a
year earlier.

Sales of handsets declined 22%
to 20.1million units and are forecast
to fall further.

“Amid uncertainties in the econ-
omy, consumers continue to hesi-
tate to make new purchases,”
DoCoMo President Ryuji Yamada
said. The company expects handset
sales to decline 2% to 19.7 million
units in the fiscal year ending in
March 2010.

Operating profit for the fiscal
fourth quarter dropped 54% to 84.2
billion yen from 183.3 billion yen.
Revenue declined 10% to 1.069 tril-
lion yen.

DoCoMo also attributed the de-
cline in net profit to a strong year-
earlier figure. The January-to-
March quarter of 2008 benefited
from lower sales-related costs un-
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der a new handset-sale system at
the company.

For the fiscal year ended March
31, DoCoMo said net profit fell 3.9%
to 471.84 billion yen. Operating
profit rose 2.8% to 830.96 billion
yen. Revenue declined 5.6% to 4.448
trillion yen.

The company expects operating
profit to stay almost the same this fis-
cal year at 830 billion yen, taking into
account expected costs related to
new services and discount programs.

DoCoMo also forecasts a 4.5%
rise in net profit to 493 billion yen
and a 1.5% drop in revenue to 4.382
trillion yen.

Judge rules against MGA on Bratz

By NICHOLAS CASEY

MGA Entertainment Inc.’s bid to
reduce the $100 million in intellectual
property damages it was supposed to
pay to rival Mattel Inc. was defeated
late Monday after a federal judge said
that a jury verdict in a trial involving
MGA’s Bratz franchise would stand.

Judge Stephen G. Larson of the
U.S. District Court in Riverside, Calif.,
also lifted a stay on a previous order
that blocked closely held MGA from
producing the Bratz doll or using the
name. By lifting the order, MGA must
now cease producing or licensing any

Bratz dolls. His order Monday
evening did allow for retailers that
had previously bought the doll to con-
tinue selling it until Dec. 31 this year.

Mattel, the maker of Barbie, and
MGA have been locked in a dispute
over the Bratz dolls that played out
in the Riverside court for nearly a
year. In a trial that began in May
2008, Mattel argued that MGA had
essentially stolen the idea for its ur-
ban-themed Bratz dolls by hiring a
Mattel employee, who was under con-
tract with the toy giant, to design
them. A jury sided with Mattel,
awarding it $100 million in damages.
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KPN NV

Slowdown drains demand

from businesses for services

Dutch telecommunications com-
pany KPN NV said Tuesday that its
first-quarter net profit fell 5.1% as
the economic slowdown hurt its
business markets, and said its focus
for 2010 would be on profitability
over revenue growth. KPN said net
profit declined to €317 million
($413.1 million) from €334 million a
year earlier, mainly weighed down
by losses at Getronics, an informa-
tion-technology services company
that has been hurt by declining de-
mand. Revenue fell 4.9% to €3.4 bil-
lion. Chief Executive Ad Scheepbou-
wer said that “the downturn in the
business markets is now clearly visi-
ble.” Still, in its consumer markets,
KPN said it had experienced “lim-
ited impact” from the recession.
That lent some reassurance after ri-
val Deutsche Telekom AG last week
issued a profit warning that called
into question the telecommunica-
tion sector’s defensive qualities.

WPP Group PLC

Britain’s WPP Group PLC, the
world’s largest advertising com-
pany by sales, reported a 5.8% fall in
first-quarter revenue, excluding the
impact of acquisitions and currency
fluctuations, and said it wouldn’t
meet its full-year forecasts. WPP,
which owns Ogilvy & Mather, Young
& Rubicam and Hill & Knowlton, said
the economic downturn was most
keenly felt in the U.S., where clients
cut spending in reaction to the glo-
bal financial crisis. Total revenue
rose 36% to £2.12 billion ($3.1 bil-
lion) from £1.56 billion a year ear-
lier, reflecting the acquisition of Tay-
lor Nelson Sofres and the benefit
from weaker sterling. “Early indica-
tions are that like-for-like revenues
will be below budget, closer to re-
cent industry forecasts of mid-sin-
gle digit declines,” the company
said. WPP had previously said it ex-
pects like-for-like revenue to fall 2%
this year after a 2.7 percent% in
2008.

Euro Disney SCA

Theme-park operator Euro Dis-
ney SCA said Tuesday that its fiscal
first-half net loss widened, hit by a
drop inrevenue at its real-estate-de-
velopment segment. For the six
months ended March 31, the compa-
ny’s net loss totaled €71.9 million
($93.7 million), compared with a
year-earlier loss of €37.5 million.
Revenue was down 7.3% at €558.8
million from €602.7 million a year
earlier. Revenue in the real-estate-
operating segment tumbled to €4.9
million from €25.1 million, as the
year-earlier results were lifted by a
€12.5 million gain related to the sale
of property that had been subjected
to a long-term ground lease. The
company also reported a 4.1% drop
inrevenue inits resort-operating op-
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erations to €553.9 million, hurt by a
decline in guest spending at its
theme parks and hotels. It also said
sales were hurt by Easter shifting to
its fiscal second halfin 2009 from its
fiscal first half in 2008.

Fortune Brands Inc.

Fortune Brands Inc., hit hard by
the downturn in the housing mar-
ket, slashed its dividend and said it
would further tighten its capital ex-
penditures to give itself a cash cush-
ion. The consumer products maker—
whose brands range from Moen fau-
cets to KitchenCraft cabinetry, Mas-
ter Lock and Jim Beam bourbon— is
cutting its quarterly dividend to 19
cents a share from 44 cents. For its
first quarter, the company expects
earnings of 5 cents a share. Exclud-
ing special items, Fortune Brands
sees earnings at 30 cents a share.
The company is scheduled to report
first-quarter results May 1. Fortune
Brands boosted its 2009 target for
free cash flow from the range of
$100 million to $200 million to
about $400 million, after dividends
and capital expenditures. While For-
tune’s spirits business is seen as
more resilient, its golf operations
leave it vulnerable to fluctuations in
consumer spending.

Interpublic Group

Interpublic Group of Cos.’ first-
quarter net loss widened on falling
revenue as the advertising agency
holding company continues to see
weakened demand for marketing
services. A decline in ad spending
has plagued marketing companies
and print media alike. In response,
Interpublic is experimenting with
new media, as advertising on the In-
ternet is predicted to buck that
trend. Chairman and Chief Execu-
tive Michael I. Roth said excluding
severance costs, operating perform-
ance in the first quarter was in line
with a year earlier. Interpublic said
that it has slashed about 2,800 jobs,
or 6% of its work force, over the past
six months.IPG, the parent company
of DraftFCB and McCann-Erickson,
posted a net loss of $73.6 million, or
16 cents a share, compared with a
year-earlier net loss of $63.4 mil-
lion, or 15 cents a share. Revenue
dropped 11% to $1.33 billion, down
8% domestically and 14% abroad.

Total SA

French oil company Total SA
withdrew its offer for UTS Energy
Corp. because too few sharehold-
ersinthe Canadian oil-sands devel-
oper took up the offer. Total said
that the requirement of two-thirds
acceptance wasn’t met by the dead-
line Monday. Total offered 830 mil-
lion Canadian dollars ($680 mil-
lion), for all outstanding shares of
UTS. The bid of C$1.75 a share was
raised this month from C$1.30 in
January, when UTS stock was at 83
Canadian cents a share. UTS re-
jected the bid as “inadequate and
opportunistic” after the plunge in
crude-oil prices. UTS’s main asset
is a 20% stake in Petro-Canada’s
Fort Hills development, part of
which has been put on hold after
costs rocketed above C$28 billion.
Total’s original bid marked the first
takeover attempt since plunging
crude prices crunched down on Al-
berta’s high-cost oil sands.

Svenska Cellulosa AB

Stockholm-based paper and pack-
aging company Svenska Cellulosa
AB, or SCA, posted an 27% drop in
first-quarter net profit and said it
would cut 2,200 jobs, about 4.2% of its
work force, in order to trim costs at its
struggling packaging unit. Net profit

fell to 1.11 billion Swedish kronor
($135.6 million) from 1.53 billion kro-
nor a year earlier, as a good perform-
ance of SCA’s hygiene and paper busi-
nesses failed to offset low demand at
its packaging division. Sales in-
creased 3% to 28.33 billion kronor.
SCA said the 2,200 planned job cuts,
fromits total work force of 52,000, are
part of an efficiency program that will
generate annual savings of 1.07 billion
kronor by the second quarter of 2010.
The program, which also includes the
closure of 11 corrugated-board plants
and reduced liner production, will
cost around 1.7 billion kronor, to be
booked in 2009. The announcement
pushed stock in the company up 8% to
78 kronor in Stockholm.

Shine Group

The British television company
founded by Elisabeth Murdoch,
Shine Group, said it agreed to buy
the largest film and TV producer in
Scandinavia, Metronome Film &
Television AB, for 719 million Swed-
ish kronor ($87.9 million). Ms. Mur-
doch is the second daughter of Ru-
pert Murdoch, the chief executive of
News Corp., which owns Dow Jones
& Co., the publisher of The Wall
Street Journal. Shine is acquiring
Metronome from Schibsted ASA,
which expects to book a gain of
about 400 million kronor related to
the sale in the second quarter of
2009. Jefferies advised Schibsted
and Metronome on the transaction.

Telenor ASA

A Siberian court on Tuesday re-
jected an appeal by Norwegian tele-
communications operator Telenor
ASA that would have prevented bai-
liffs from enforcing a $1.7 billion
damages claim before May 26. Tele-
nor was ordered to pay the damages
by a court in Omsk two months ago.
However, Telenor says it won’t pay
the fine, which it says is based on
“anillegal court ruling.” It is appeal-
ing against the damages claim itself—
with the next hearing scheduled for
May 26—and wanted the Siberian
court to put back the deadline until
after this hearing. As collateral
against the $1.7 billion fine, Russian
bailiffs have frozen Telenor’s 30%
stake in mobile operator OAO
Vimpel Communications. The dam-
ages claim was filed by Farimex
Products Inc. which holds 0.002% of
VimpelCom’s shares.

Michelin SA

Michelin SA said Tuesday that its
sales fell 14% in the first quarter from
a year earlier as demand for tires
slumped in all the French tire maker’s
markets, except China. Sales declined
to €3.51 billion ($4.57 billion). Cler-
mont-Ferrand-based Michelin, which
vies with Japan’s Bridgestone Corp.
for the title of world’s biggest tire
maker, said that measured in volume
terms its tire sales plunged 24% dur-
ing the first three months of the year.
Michelin, whose large North Ameri-
can operations are based in Green-
ville, S.C., said tire markets around
the world accelerated their decline in
the first quarter, with demand for
original equipment tires down 62% in
Europe and 45% in North America
during the period. Sliding demand
for tires caused by stagnating auto
markets have hammered auto-indus-
try suppliers, including tire makers.
But the company said that price in-
creases it passed onlast year and fall-
ing rubber prices were helping offset
the sales decline.

Prada SpA

Italian luxury-goods company
Prada SpA said Tuesday net profit
fell 22% in its fiscal year ending Jan.

31, after it rolled out 34 new stores
world-wide. The Milan-based com-
pany said net profit fell to €98.8 mil-
lion ($128.8 million) from €126.8 mil-
lion a year earlier. Net revenue fell
slightly to €1.65 billion from €1.66
billion. Sales from its wholesale
channel dropped 4.7% on weaker de-
mand in the U.S. “In 2008, the Prada
Group implemented the most ag-
gressive investment plan it has ever
undertaken,” Chief Executive Pa-
trizio Bertelli said. Prada has 238 di-
rectly operated stores world-wide.
Prada, which is 95%-owned by the
Prada family and Mr. Bertelli,
shelved its third attempt to go pub-
licin 2008, with the economic crisis
gripping the luxury sector.

Nippon Steel Corp.

Nippon Steel Corp. reported a fis-
cal-fourth-quarter net loss of 57.04
billion yen ($589.3 million) but pro-
jected it would break even in the year
ahead. A spike in the price of coking
coal and iron ore squeezed margins
on the company’s steel products,
while a sharp decline in sheet-steel
sales to automobile manufacturers
also hurt the bottom line. The stock-
market downturn caused the value
of its shareholdings to drop, also af-
fecting profitability. The loss in the
January-to-March period compared
with a year-earlier profit of 91.93 bil-
lion yen. Sales in the quarter fell 29%
to 939.60 billion yen from 1.321 tril-
lion yen a year earlier. For the fiscal
year that began April 1, Nippon Steel
forecast it would break even on a
net- and operating-profit basis.

Coca-Cola Enterprises Inc.

Coca-Cola Enterprises Inc. re-
ported sharply higher first-quarter
profit. The bottler said 2009 operat-
ing earnings will be slightly higher
than previously expected, resulting in
earnings excluding items of $1.24 to
$1.29 a share. Analysts had forecast
earnings of $1.20 a share. But Coca-
Cola Enterprises, Atlanta, forecast
that North American revenue would
rise by the low- to midsingle digits on
apercentage basis, compared with its
prior view of midsingle-digit growth.
Coca-Cola Enterprises posted net in-
come of $61 million, or 13 cents a
share, up from $8 million, or two
cents a share, a year earlier. Revenue
increased 3.2% to $5.05 billion, helped
by continued demand in Europe.

McGraw-Hill Cos.

McGraw-Hill Cos.” first-quarter
net income fell 22% on weakness in
its media segment and the company
cut its full-year revenue outlook. The
textbook and financial-information
publisher forecast revenue would de-
cline 4% to 5%, rather than the 1% to
2% drop predicted in February. The
New York company posted net in-
come of $66 million, or 20 cents a
share, down from $84.6 million, or 25
cents a share, a year earlier. Revenue
decreased 5.7% to $1.15 billion. The
company’s media business, which in-
cludes the J.D. Power & Associatesre-
search firm and BusinessWeek maga-
zine, posted a 76% drop in operating
profit as revenue declined 7.4%.

Valero Energy Corp.

Valero Energy Corp.’s first-quar-
ter net income rose 18% as lower
costs offset declining demand for re-
fined products. Valero reaped the
benefits of falling crude-oil prices
and reduced energy costs as it
closed certain units. Its profit mar-
gin for producing gasoline nearly
doubled from a year earlier, contrib-
uting to a 27% rise in operating
profit for the San Antonio company.
The company cut its 2009 budget for
capital spending to $2.5 billion from

$2.7 billion. Valero reported net in-
come of $309 million, or 59 cents a
share, up from $261 million, or 48
cents a share, a year earlier. Revenue
decreased 51% to $13.82 billion.

Baidu Inc.

Baidu Inc.’s first-quarter net in-
come grew 24% on higher-than-ex-
pected revenue, as traffic to the site
improved after it launched a new
marketing campaign. The company,
which holds a commanding share of
the Internet-search market in China,
reported net income of 181.1 million
yuan ($26.5 million) for the quarter
ended March 31, compared with
146.6 million yuan a year earlier. Rev-
enue climbed 41% to 810.7 million
yuan. The revenue figure of $118.7
million edged out the company’s Feb-
ruary forecast. Active online-mar-
keting customers increased 15% to
more than 185,000, as revenue per
customer grew 22%. Baidu had
warned that its marketing custom-
ers might scale back on spending.

Samsung SDI Co.

Samsung SDI Co. of South Korea
returned to profitability in the first
quarter, helped largely by a revalua-
tion gain of its mobile-display joint
venture. The maker of rechargeable
batteries reported a first-quarter
net profit of 57.6 billion won ($43
million), compared with a net loss of
30.6 billion won a year earlier. How-
ever, the company’s operating loss
widened to 76 billion won from a
loss of 34.9 billion won, mainly be-
cause of weak sales of plasma-dis-
play panels. Group sales fell 7% to
1.023 trillion won. Revenue from the
plasma-display-panel division fell
24% to 407 billion won, while reve-
nue from the rechargeable battery
business declined 29% to 382 billion
won. Meanwhile, the company said
demand for its batteries is likely to
rise amid inventory restocking.

Chi Mei Optoelectronics

Chi Mei Optoelectronics Corp.
posted a third-straight quarterly
loss amid weaker prices, but the Tai-
wan flat-panel maker expects a rise
in shipments and prices in coming
months. Chi Mei, the world’s fourth-
largest maker of liquid-crystal-dis-
play panels by revenue, swung to a
net loss of 19.57 billion New Taiwan
dollars (US$580.2 million) in the
three months ended March 31, com-
pared with a net profit of NT$15.2
billion in last year’s first quarter.
Revenue fell 52% to NT$44.26 bil-
lion. The company expects second-
quarter shipments of large LCD pan-
els to rise between 25% and 30%
from the first quarter amid improv-
ing demand from major markets
such as China and North America.

Denso Corp.

Denso Corp. said it slipped into
the red in the last fiscal year as fall-
ing car sales pulled down demand
for its automobile parts. The com-
pany, Japan’s largest auto compo-
nents manufacturer by sales, posted
a net loss of 84.09 billion yen ($874
million) in the fiscal year ended
March, a sharp drop from the 244.42
billion yen net profit recorded a
year earlier. Sales fell 22% to 3.143
trillion yen from 4.025 trillion yen.
Denso, in which Toyota Motor Corp.
holds a 22.5% stake, swung to an op-
erating loss of 37.31 billion yen for
the year. For the fiscal year started
April 1, the company projects a net
loss of 19 billion yen and sales of
2.72 trillion yen.

—Compiled from staff
and wire service reports.
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Paying jobless guest workers to go home

The Czech Republic, struggling amid the economic downturn, gives out cash and airfare to legal immigrants

BY JOELLEN PERRY

PRAGUE—During its manufactur-
ing boom earlier this decade, the
Czech Republic wooed immigrants
with plentiful jobs and compara-
tively higher wages. Now the Czech
government is paying them to go
back home.

Four years ago, Uyanga Gan-
bold migrated from Mongolia to
Plzen, an industrial hub 97 kilome-
ters south of Prague, with dreams
of a European education for her
two children. But she lost her job
assembling Panasonic televisions
and is taking the government’s of-
fer of a one-time payment of €750
($977), triple her monthly wages.
“I’'ve never held that much money
in my hands all at once,” said the
petite 34-year-old before leaving
in mid-April.

Trin Van Pham is a harder sell.
The Vietnamese immigrant lost his
factory job with Czech auto maker
Skoda in December, but turned
down a similar package to leave.
“It’s just a little bit of money,” com-
pared with the $11,000 debt he took
onto get here, says Mr. Pham, 30. Be-
sides, he says, “if I go back, I’ll also
be looking for a job. It’s not easy to
get one there.”

Their reactions underscore the
difficulties of unraveling the glo-
bal work force this once labor-
strapped nation created as it grew
into a manufacturing hub. In 2007,
foreigners scooped up nearly 40%
of the new jobs created in the
Czech Republic. In the past five
years alone, the number of immi-
grant workers doubled to nearly
362,000 by the end of 2008.

With demand for exports down,
unemployment has soared to a two-
year high of 7.7%. Economists say
the rate could hit 10% by year’s end,
and there are signs rising jobless-
ness is pushing some Czechs to ap-
ply for the low-wage work they once
left to foreign laborers. The Czech
economy is set to contract by 2%
this year—a sharp fall from a
growth peak around 7% in 2006.

In February, the government,
fearing crime, homelessness and im-
migrants overstaying visas,
launched a $3 million program to
pay newly jobless migrants to go

home. The pitch: €500 per legal im-
migrant, €250 for children under 15,
and the cost of the tickets home.

Since February, 1,345 immi-
grants have signed on for the Czech
program. Bela Hejna, who runs the
program for the interior ministry,
notes the initial plan envisioned
sending 2,000 immigrants home
over eight months: “I would say it’s
a success.”

Earlier this month, the ministry
proposed boosting the program’s
budget by $4.5 million and expand-
ing it to send illegal immigrants
home, too.

Other countries in Europe have
reacted similarly, amid rising unem-
ployment. Last November, Spain’s
Socialist Party government
launched a program to send 100,000
immigrants home. Those who prom-
ise not to return to Spain for three
years get six months of unemploy-
ment benefits—an average payout
of €14,000 ($18,250). Some 4,000
immigrants have taken the cash.

Japan has also begun paying
guest workers from Latin America
whose ancestors are of Japanese ori-
gin—to return home. The program
pays 300,000 yen ($3,100) per
worker, plus 200,000 yen per depen-
dent. Workers who take the cash
face a temporary ban on applying
for permanent residence in Japan.
So far, the government has received
360 applications.

Europe has a history of offering
immigrants cash to go. After World
War II, countries including Ger-
many and France recruited thou-
sands of guest workers to help re-
build shattered economies. France
launched the first of these programs
in 1977, and thousands of immi-
grants went home.

But there were drawbacks. Many
immigrants who took the cash later
broke the ban and returned to
France. And apart from making
them feel unwelcome, the payments
often weren’t enough to entice work-
ers who felt job prospects back
home remained bleak.

Such complications also bedevil
the Czech Republic’s program. Last
year, Mongolians comprised the
fifth-largest immigrant group here,
behind Slovakians, Ukrainians, Viet-
namese and Poles. But Mongolians
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account for 66% of workers in the
pay-to-go program.

Some reasons are practical: The
pay-to-go program is only open to
citizens of countries that aren’t in
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the European Union, of which the
Czech Republic is amember. EU citi-
zens can move freely across the
country’s borders, so a worker could
take the cash and come right back.

On April 1, the Czech government
stopped issuing work visas for citi-
zens of five non-EU countries, in-
cluding Mongolia and Vietnam. Offi-
cials say the stoppage is temporary,
but hasn’t specified when it will be-
gin reissuing visas.

While Mongolia’s economy is
struggling with sliding prices for its
natural-resource exports, the World
Bank predicts it will still expand by
2.7% this year. And €500 remains a
princely sum in the country where
Mrs. Ganbold once toiled to turn pig
guts into guitar strings; the average
monthly wage is €145.

Prospects for the Vietnamese
economy are also decent; output
should expand 5.5% this year. But
many Vietnamese immigrants paid
huge fees to agencies back home
that negotiated visas and job place-
ments here. And for now, many can
rely for help on an older generation
of Vietnamese who emigrated here
when the country was still under
communist rule.

Duy Dinh Ta, a 45-year-old who
earned $100 a month as a rice
farmer in Vietnam, came to the
Czech Republic in May 2008. For
four months, he worked as a welder
in Skoda’s factory 48 kilometers
north of Prague, netting about $750
amonth. Mr. Talanded a two-month
gig as a bricklayer in Prague after he
lost the welding job, but he has been
unemployed since October.

On a recent Saturday morning at
a Vietnamese market in southern
Prague, he visited a Buddhist temple
that donates food and clothing to
needy migrants. Wrapping his stock-
inged feet around the leg of akitchen
table, Mr. Ta says he put up his home
on Vietnam’s northern coast and
those of seven relatives as collateral
for a $10,000 loan he took out to pay
the agency that sent him here.

His earlier jobs helped him repay
$4,000—three houses’ worth—of
the loan. But the government’s offer
won’t make areal dent in the remain-
ing $6,000. Repaying the loan on a
Vietnamese salary would take de-
cades; defaulting would mean the re-
maining five homes would be lost.
“This can’t happen,” says Mr. Ta,
who plans to stay in Prague.

—Thomas Catan in Madrid
and Miho Inada in Tokyo
contributed to this article.

European court ruling on property rattles Cyprus talks

BY CHARLES FORELLE

BRUSSELS—Europe’s  highest
court ruled Tuesday that judges in Cy-
prus can compel the return of land
seized after the Turkish army invaded
thenorthern part of theisland in1974.

The decision in the closely
watched case could spur more judi-
cial rulings about real estate—and
rattle delicate talks aimed at unify-
ing the divided island, in which de-
cades-old property claims are a diffi-
cult and emotional obstacle.

The Cyprus peace talks have
wider ramifications: The European
Union has made clear that Turkey
won’t be admitted to the bloc until
Cyprus—which joined the EU in
2004 —is reunified.

Cyprus, an island republic of
800,000 Greek- and Turkish-speak-
ers in the eastern Mediterranean,

has been divided since the fighting
in 1974. A United Nations-moni-
tored border runs from west to east
along the island’s middle.

The partition caused more than
100,000 Greek Cypriots to abandon
land in the north and flee south. The
northern half of the island is now
controlled by the self-declared Turk-
ish Republic of Northern Cyprus,
whichis generally not recognized by
international bodies.

The ruling by the European Court
of Justice in Luxembourg concerns a
Greek Cypriot, Meletis Apostolides,
who sued in 2004 in a Cyprus court
for the return of land his family aban-
doned after the invasion.

By that time, the property—in
Lapithos, a village on Cyprus’s north-
ern coast—had been bought from a
Turkish Cypriot by a British couple,
Linda and David Orams. The Oram-

ses built a house, which they used as
a vacation home.

The Cyprus district court—in the
Greek Cypriot region—ordered Mr.
and Mrs. Orams to knock down their
house, return the land to Mr. Apos-
tolides and pay him rent.

Cyprus has long said that land
abandoned by Greek Cypriots after
the invasion remains the original
owners’ property; the smaller num-
ber of Turkish Cypriots who fled
north say the same thing about prop-
erty in the south.

The issue is at the heart of peace
talks between the Greek Cypriot
president and the leader of the Turk-
ish Cypriots, which have continued
since September. The Greek Cypri-
ots say all property claims by origi-
nal owners should be honored. The
Turkish Cypriots call for anindepen-
dent commission to sort out claims.

The European Commission
raised concerns that allowing the or-
der to be enforced could upset the
peace talks.The Apostolides case pre-
sents a significant wrinkle because
the couple living on the land is Brit-
ish—and thus, unlike Turkish Cypri-
ots, potentially within the reach of
Cyprus’s law. The scenic north has
become popular with expatriate
Britons. A census by Turkish Cyp-
riot authorities in 2006 counted
2,700 permanent residents in the
north who are U.K. citizens, and
more temporary residents.Mr. Apos-
tolides sued in a British court to com-
pel enforcement against the Oram-
ses, arguing that EU law requires
the U.K. to recognize court rulings
in fellow member states.

Helost. He appealed, and the Brit-
ish appellate court asked the Euro-
pean Court of Justice to determine

whether a court in Cyprus can issue
a judgment concerning land in
north, which the Cyprus govern-
ment doesn’t control.

The case has taken on a high pro-
file. The Oramses have been repre-
sented by Cherie Blair, the wife of
former British prime minister,
Tony Blair. British residents in the
north are worried. “The people
who will be especially nervous are
people who have property in the
EU,” says Mike Bezzant, who
worked for a computer company be-
fore retiring five years ago to a
house on a hill innorth Cyprus over-
looking the Mediterranean.

Cyprus became a member of the
EU in 2004, but with a special pro-
viso that EU law doesn’t apply in the
region controlled by Turkish Cypri-
ots. The case now returns to the U.K.
Court of Appeal.
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Lithuania’s GDP slides 12.6%

First-quarter decline
signals worse in store
for Baltic nations

BY JOEL SHERWOOD
AND KATIE MARTIN

Lithuania’s gross domestic prod-
uct fell at a double-digit rate in the
first quarter, in a sign of more disap-
pointing economic news to come
from the Baltic countries.

GDP dropped a faster-than-ex-
pected 12.6% in the first quarter
from ayear earlier, Statistics Lithua-
nia said. Economists say that figure
suggests expectations of a 10%
slump in GDP across the Baltic re-
gion this year could be too optimis-
tic. Latvia and Estonia are to release
first-quarter GDP growth estimates
in early May.

The global financial disorder is
deepening the slump in Lithuania,
following a spate of overheated
growth. Tuesday’s data are likely to
spur more speculation that Lithua-
nia will have to follow Latvia’s lead
and seek funding help from the Inter-

Sharp drop

Lithuania’s gross domestic product growth, year-to-year change.
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national Monetary Fund, as the coun-
try’s tax revenues decline amid weak-
ening economic activity.

The gloomy data added to con-
cerns, as fears about the economic im-
pact of swine flu hit emerging Euro-
pean equities, bonds and currencies.
The markets were volatile through-
out the day on Tuesday, however, and
some recovered from early losses.
Emerging markets “are assumed to

be less prepared and more vulnera-
ble to a global pandemic” than devel-
oped markets, said analysts at Dan-
ske Bank in a note.

Germany’s DAX 30 equity index
fell 1.9% Tuesday after chalking up
small gains Monday. The Polish
WIG20 index fell 3.1% on Tuesday;, af-
ter a 1.6% decline on Monday.

In the event of a full-blown pan-
demic, the economic outlook for the

longer term is particularly poor for
those regions that are open and have
the lowest proportion of spending on
health care, including Hungary, the
Czech Republic, Ireland and Slova-
kia, analysts at Credit Suisse warned.
Mexico’s deadly outbreak has
sparked global concern as a rising
number of cases have been detected
world-wide, and the World Health
Organization has uppedits swine flu
pandemic alert. Emerging markets
in Latin America are being hit hard-
est. But Eastern Europe also was un-
der pressure for the second day.
“If the virus outside Mexico re-
mains mild with few, if any, [more]
fatalities, then this story will be con-
tained,” analysts at Royal Bank of
Scotland wrote. “If not, watch out.”
Selling pressure is likely to par-
ticularly pinch countries with a high
reliance on tourism and travel, ana-
lysts say. In Central and Eastern Eu-
rope, tourismis a vital part of a num-
ber of the region’s economies. In
Croatia, 39% of exports come from
tourism receipts, while in Bulgaria
and Turkey they account for 16%, ac-
cording to UniCredit.
—Clare Connaghan
contributed to this article.

(ermany lowers GDP forecast

By ANDREA THOMAS
AND ROMAN KESSLER

BERLIN—The German govern-
ment will slash its 2009 economic-
growth forecast on Wednesday, offi-
cials said. The euro zone’s largest
economy is now expected to shrink
6%, its sharpest contraction since
World War II.

The forecast is much worse than
the 2.25% drop in gross domestic
product the government forecast in
January. Economists had expected
Germany to lower its 2009 GDP fore-
cast to a decline of around 5%. Eco-
nomics Minister Karl-Theodor zu
Guttenberg is to present the new
economic outlook Wednesday.

Such a decline in GDP will eat
into the government’s tax revenues
and drive welfare costs higher.

Last week, a group ofleading eco-
nomics institutes forecast that Ger-
many’s budget deficit will widen to
3.7% of GDP this year and 5.5% of
GDPin 2010—well above the 3% defi-
cit threshold under European Union
budget rules.

Germany’s EU-harmonized in-
dex for consumer prices remained
unchanged on the month in April
and was 0.7% higher from a year ear-
lier, according to a preliminary esti-
mate Tuesday. The slight increase
from a 0.4% annual reading in March
was mainly attributed to a different
schedule for this year’s Easter holi-
days. Energy prices also rebounded
in April for the first time this year.

Starting next month, however,
Germany likely will join Spain,
which recently became the first
euro-zone country to post an an-

nual declineinits CPI, said Axel We-
ber, amember of the European Cen-
tral Bank’s governing council and
president of the Bundesbank. The
falling prices will persist for anum-
ber of months, Mr. Weber said, in a
reversal of last year’s oil-induced
price surge.

ECB President Jean-Claude
Trichet has said he likes tolook at re-
cent price trends as a period of disin-
flation that will be reversed soon.
But observers are concerned the
trend could become entrenched and
grow into full-blown deflation, be-
cause companies are sitting on abun-
dant overcapacity amid sluggish de-
mand for their goods.

Deflation, a lasting fall in the av-
erage price level, is associated with
mass layoffs because firms tend to
scrap investment plans and house-

Small bounce

Germany’s harmonized
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holds delay purchases.
—Emese Bartha
and Nina Koeppen
contributed to this article.

Some try to

BY ELIZABETH WILLIAMSON

WASHINGTON—Lobbyists are
working around a White House or-
der banning them from seeking de-
tails about the $787 billion eco-
nomic-stimulus plan by instead
sending company executives, law-
yers or consultants to meet with fed-
eral officials in the hope of securing
a share of the money.

The March 20 order bans feder-
ally registered lobbyists from re-
questing details about stimulus
funds from government officials in
person or by phone. Contacts must
bein writing and posted online. But a
month after the ban took effect, only
a handful of contact reports appear
on government Web sites—even
though reports filed to Congress last
week suggest that 2,500 entities lob-
bied on the bill last quarter.

Frustration has boiled over inre-
cent days as a number of lobbyists
and open-government groups have
begun speaking out against the ban.
Some said they are considering fil-
ing legal challenges to it.

The American League of Lobby-

skirt U.S. stimulus’s ban on lobbyists

ists, American Civil Liberties Union
and Citizens for Responsibility and
Ethics in Washington met with
White House ethics special counsel
Norman Eisen Friday, calling the ban
a curb on their constitutional right
to petition the government. ALL
President Dave Wenhold said the dis-
cussion “was exactly why you should
have open and frank discussions—to
create a better policy....It’s not about
improper influence, it’s about mak-
ing sure all sides have their say.”
White House officials said the ad-
ministration will review the rule
withinamonth,and perhaps changeit.
But so far they have defended the ban,
as have watchdog groups that say the
order, however imperfect, opens the
spending process to public scrutiny.
In the meantime, the rule has
broughtin a slew of work for nonreg-
isteredlawyers, who can call or meet
with officials without submitting re-
questsinwriting,lawyersandlobby-
ists said. Business, public-interest
and other advocates must register
with the Senate if they spend more
than20%oftheirtimelobbying mem-
bers of Congress or federal officials.

“Where there’s any issue, it’s just
easier to hand it off to somebody
who’snotregistered,” saidRichGold,
partner in the Washington office of
law firm Holland & Knight, and areg-
istered lobbyist. At his firm, “Cer-
tainlypeoplearehelping outwhonor-
mally wouldn’t be engaged in this.”

William Ferguson Jr., chief execu-
tive of The Ferguson Group, lobbies
the federal government on behalf of
235 communities in 35 states. Mr. Fer-
gusonsaidhenowbringslocalofficials
with limited understanding of federal
programs to Washington, briefs them,
provides a list of questions, drives
them to the meetings and, afterward,
explains officials’ answers.

“It’s frustrating,” he said. “We’ve
talked to most of the officials in-
volved in these programs before the
embargo...and we talk to these peo-
ple about nonstimulus subjects all
the time.”

Mr. Wenhold of the American
League of Lobbyists said the rule,
among other White House mea-
sures, is discouraging registrations
among lobbyists who once filed the
forms because of an abundance of

caution. “A lot of people are going to
say ‘Look, I don’t work 20% of my
time on this.” ” he said. “We’ve gone
from ‘Let’s be safe and let everyone
know what I'm doing’ to ‘Maybe I
don’t register.’ ”

The Energy Department is dis-
tributing more than $40 billion of
stimulus money. But only two lobby-
ist contacts appeared on the agen-
cy’s Web site last week.

One was by Charlie Shipp, an ad-
vocate for the Solar Energy Indus-
tries Association seeking to arrange
a meeting to discuss renewable-en-
ergy loans. But Mr. Shipp assured
the agency he wouldn’t be attend-
ing: Instead, two solar-company ex-
ecutives would represent the trade
group. Because neither is a lobbyist,
the meeting will go unreported.

Energy Department spokes-
woman Stephanie Mueller said the
scant online posts shows the ban is
keeping lobbyist contact to a mini-
mum. “It ended up being much more
valuable to hear from people actu-
ally working in the solar industry
than people working in the lobbying
industry,” she said.

Vote on reform
of telecoms nears

after EU deal

By PEPPI KIVINIEMI

BRUSSELS—A last-minute deal
between the European Union’s deci-
sion-making bodies Tuesday paved
the way for a parliamentary vote on
reforms to the EU’s telecommunica-
tions law, according to a lawmaker.

European Parliamentarian Mal-
colm Harbour, a key policy maker on
the issue, said he hoped the deal
would be accepted in the European
Council’s meeting Wednesday, add-
ing that “we are pretty confident.”

The deal between the Council
and the Parliament had been endan-
gered by a proposed amendment
from some members of the Euro-
pean Parliament who wanted stron-
ger rights against government or
corporate attempts to deny or cut
off Internet access.

Those rights were more than EU
member states, whose representa-
tives sit on the European Council,
were willing to grant.

Under EU practice, a palatable so-
lution for the 27 member states and
the Parliament has to be found be-
fore Parliament can hold a conclu-
sive vote on the proposal. The Euro-
pean Commission also participated
in Tuesday’s negotiations between
the council and the parliament.

Some parliamentarians had
pushed for language that would
have made access to the Internet a
fundamental human right, making a
court order necessary to restrict
anyone’s Internet access.

However, most member states
opposed the amendment, prefer-
ring a system that allows the police
or another regulatory body to stop
Internet service, with a right of ap-
peal by the individual.

Governments see this as a more
efficient way to crack down on ille-
gal downloading or sharing copy-
right material, said one diplomat in-
volved in the talks.

The compromise, which was
reached during Tuesday’s negotia-
tions, is close to the council’s view
on restricted Internet access, while
involving language about the right
to Internet access as a fundamental
freedom, said Mr. Harbour.

Thelanguage ensures that any re-
strictions imposed on an individu-
al’s Internet access would have to be
motivated by a serious breach of the
law, Mr. Harbour added.

If passed, the new laws would
have animpact far beyond the oneis-
sue. The package provides for a new
pan-European regulatory body,
with oversight in most European
telecoms matters.

Regulators could therefore split
up integrated telecoms companies
to boost competition and issue
guidelines on how Europe’s radio
spectrum should be divided.
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