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Bank of America Corp.
shareholders re-elected the
bank’s board of directors by a
“comfortable margin,” accord-
ing to people familiar with the
matter, even though the re-
sults of a separate vote to
strip Chief Executive Kenneth
Lewis of his post as chairman
were too close to call.

Share-
holders at
the bank’s
tense an-
nual meet-
ing in Char-
lotte, N.C.,
its home
town,
were told
that the
company
would dis-
close re-
sults of the vote over Mr.
Lewis’s title as soon as they be-
came available. The Char-
lotte, N.C., bank said it needed
more time to tally the results
because so many votes were
cast during the meeting.
“This is the first time this has
ever happened,” Mr. Lewis
said.

The cliffhanger high-
lighted a four-hour meeting
during which Mr. Lewis re-
peatedly defended the bank’s
much-criticized purchases of
Countrywide Financial Corp.
and Merrill Lynch & Co., even
as officials worked to tally
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STANDING DOWN: A sniper from the Royal Regiment of Scotland moves through a field during Operation Sarak 1 in the Maywand
region of Afghanistan last week. Page 8.

U.S. economy sinks again
GDP falls 6.1% in quarter as businesses cut back; stage set for recovery push
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Unease brewing at Anheuser
as new owners slash costs
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Lewis is
in limbo
following
BofA vote

Kenneth Lewis

Brown all but rules out more U.K. troops in Afghanistan

By Sudeep Reddy

U.S. economic output
tumbled in the first quarter
as businesses cut back
sharply, marking the na-
tion’s worst six-month con-
traction in 51 years.

The 6.1% annualized de-
cline in gross domestic prod-
uct came as the home-build-
ing sector continued to dete-
riorate, business invest-
ment in buildings and equip-
ment plunged and firms

drew down inventories at
the fastest pace since the
start of the decade.

The deep decline raised
hopes that the economy, af-
ter a severe purging, may be
better positioned for a re-
turn to growth in the second
half of the year. Clearing
products from store shelves
and warehouses, for in-
stance, allows manufactur-
ers to eventually ramp up
production—a critical step
in a recovery.

“With business and con-
sumer confidence begin-
ning to rebound, we think
we’re moving toward stabili-
zation in the economy,” said
Joseph Brusuelas of
Moody’s Economy.com. “We
expect to be at a point later
this year where firms will
feel much more comfortable…
taking risks and cautiously
rebuilding stocks.”

The steep first-quarter
contraction came from a se-
vere pullback by businesses
trying to get their output in

line with a consumer sector
hit hard by the longest reces-
sion since the Great Depres-
sion and the deepest six-
month pullback since 1958.
Almost half of the GDP de-
cline was due to a steep
drawdown in business in-
ventories. While inventory
adjustment is expected to
continue on a smaller scale
into the current quarter, the
latest correction should put
the economy in better posi-
tion to stabilize by the third
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Social unrest
Friday’s May Day pro-
tests may be the start of
a summer of rage. Page 11

By Betsy McKay

The World Health Organi-
zation on Wednesday raised
its global alert level to phase
5, signaling that a pandemic is
“imminent” as the swine flu
continues to spread to new
corners of the globe and as
the U.S. reported its first
death from the disease.

The United Nations public-
health agency raised its glo-
bal pandemic alert level on
Monday to phase 4 from
phase 3, recognizing that the
A/H1N1 virus is spreading
from person to person and
urging countries to prepare
for a pandemic. The move to
phase 5 indicates that the vi-
rus is causing multiple out-
breaks, or that there is wide-
spread human infection.

With multiple outbreaks in
Mexico and human transmis-
sion now occurring in New
York City, where people at a
school in the borough of
Queens were infected after
some students traveled to
Mexico, the disease has
moved closer to a pandemic,
said Keiji Fukuda, the WHO’s
acting assistant director for
health security and environ-
ment.

But he said it isn’t clear
how widely the disease is
spreading in New York. “In
New York City what we are
seeing is clearly person-to-
person transmission occur-
ring in a large high school,”
Dr. Fukuda said. “What we are
also looking for is whether
we’re seeing transmission out
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Money & Investing: The European Commission gets tougher on hedge funds
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What’s
News

Ten Turkish soldiers died in
two attacks blamed on Kurd-
ish militants, dealing a blow
to efforts to end the conflict
that has killed over 40,000
people since 1984. Page 2

n The Fed signaled it has no
intention of pulling back
from its efforts to revive the
U.S. financial system. Page 3

n Confidence improved in
the euro zone, but stingy
bank lending suggests a re-
covery is distant. Page 3

n Société Générale’s chair-
man resigned, citing personal
attacks. He leaves headaches
for his successor. Pages 4, 32

n U.S. stocks gained on up-
beat economic signs. In Eu-
rope, shares rose as investors
welcomed some better-than-
expected earnings. Page 18

n ArcelorMittal reported a
first-quarter loss and said it
will offer $3 billion in shares
and convertible notes. Page 6

n Western oil majors have
taken a hit from weak crude
prices, but that has been par-
tially offset by profits earned
from energy trading. Page 2

n Time Warner posted a
14% decline in earnings and
said it expects to spin off all
or part of AOL. Page 4

n Germany agreed to consider
accepting inmates from Guan-
tanamo after meeting the U.S.
attorney general. A Spanish
magistrate launched a criminal
probe into Guantanamo tor-
ture allegations. Pages 8, 10

n At least 41 people died in
car-bomb attacks in Bagh-
dad’s main Shiite district.

n Morgan Stanley’s chair-
man said banks must come
up with ways to reward em-
ployees for long-term per-
formance. Page 17

n AIG persuaded a French
executive to remain at the
company, warding off a risk
of defaults on $234 billion in
derivative contracts. Page 20

n A trial opened in Paris for
27 people charged with par-
ticipating in the 2006 torture
and killing of a French Jew.

n The WTO was set to ap-
prove Thursday another term
for Director-General Lamy,
who is running unopposed.

n Siemens cut its fiscal-year
earnings forecast. Page 4

NOTICE TO READERS
TheWall Street Journal Eu-
rope won’t publish Friday
due to Labor Day.

europe.WSJ.com

Threat of swine flu

nears pandemic level
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Daniel Bouton hopes his
departure as Société
Générale chairman will
draw a line under the scan-
dals that rocked the bank
recently. But a new chair-
man will have to confront
its stretched balance sheet,
threatening to unravel much
of Mr. Bouton’s growth strat-
egy. He continued Société
Générale’s transformation

from a low-growth French
lender into an international
retail and specialist invest-
ment bank. Under him, So-
ciété Générale specialized in
niches like equity deriva-
tives where it was rated No.
1 in Europe in 2008.

But derivatives proved
Mr. Bouton’s undoing when
Société Générale’s vaunted
risk-management skills fell

short, highlighted by the dis-
covery of Jerome Kerviel’s
rogue trading last year.

Mr. Bouton leaves behind
some headaches for his suc-
cessor. Société Générale
plans to sell 70% of SG As-
set Management to Crédit
Agricole but still has Œ5.3
billion ($7.0 billion) in Euro-
pean asset-backed securi-
ties from the unit on its

trading book. There also are
loan losses from Eastern Eu-
rope. J.P. Morgan calculates
Société Générale needs an-
other Œ5.6 billion equity
boost to take the core Tier 1
ratio to a safe 8.6% of risk-
weighted assets next year.
Raising capital may ulti-
mately be how Société
Générale has to draw the
line. —Matthew Curtin

By Yochi J. Dreazen

And Greg Hitt

WASHINGTON—U.S. officials
praised Pakistan for Tuesday’s inten-
sified military offensive against the
Taliban and were preparing to accel-
erate aid to Islamabad to help en-
courage a sustained military drive.

Officials cautioned that it was
too soon to tell whether embattled
President Asif Ali Zardari is able or
willing to mount a lasting crack-
down on the militants. “The test of

all of these Pakistani military opera-
tions—because we’ve seen them
from time to time in the past—is al-
ways their sustainability,” said Penta-
gon spokesman Geoff Morrell.

But he called the military opera-
tions under way “exactly the appro-
priate response to the offensive oper-
ations by the Taliban.”

Democratic lawmakers, prodded
by some senior administration offi-
cials, are preparing to accelerate de-
livery of emergency aid to Pakistan
as part of an effort to help stabilize
the country and persuade Islama-

bad to expand its offensive.
In a closed-door meeting late

Tuesday, Democratic congressional
leaders agreed to step up the timeta-
ble for action on an $83.4 billion war-
spending bill requested by
President Barack Obama.
That measure includes
more than $400 million in
counterinsurgency funding
and $1.4 billion economic as-
sistance, and will be voted
on in the House in next two
weeks, said individuals fa-
miliar with the matter. The
bill had previously been on
track for action much later
in May or in June.

The decision came after
congressional Democratic leaders
privately mulled, and rejected, a
plan to force action as soon as next
week on a small part of the Pakistan
money sought in the broader war
funding bill. House Majority Leader
Steny Hoyer (D., Md.) said “congres-
sional leaders…are discussing with
the administration what is needed”
to help stabilize Pakistan. He sug-
gested that Pakistan “in many ways
is of higher concern right now than
Afghanistan.”

He said no final decisions have
been made, but stressed the prospect
of speeding up aid to Pakistan “is un-
der active discussion.”

Mr. Zardari’s government signed
a peace treaty with the Taliban ear-
lier this year that gave the armed
group control of Swat, a once-popu-
lar tourist destination in the heart-
land of the country.

Adm. Michael Mullen, chairman
of the Joint Chiefs of Staff, visited Pa-
kistan last week and came away
“more concerned about the security
situation in Pakistan than he had

ever been before,” said his spokes-
man, Capt. John Kirby. It felt more
precarious,” he said. “He was deeply
alarmed and frustrated.”

U.S. military officials in Afghani-
stan had opposed Paki-
stan’s decision to cede con-
trol of the Swat Valley to
the Taliban in a pact
reached in February.

They said they grew
more concerned in the past
week after the militants
moved into the districts of
Buner and Lower Dir. The
latter bridges the moun-
tains between Swat and the
Afghan border. U.S. offi-
cials said the result could

be a “pipeline” allowing militants to
travel between Afghanistan and the
Pakistan heartland.

U.S. officials also worry that they
would have trouble using Afghani-
stan-based drones, which have been
used to kill suspected militants in Pa-
kistan’s border areas, to reach tar-
gets in Buner and Swat because they
are deeper inside Pakistan territory.

Financial aid represents one of
the administration’s most potent
tools for trying to influence Paki-
stani behavior. Richard Holbrooke,
the U.S. special representative for Pa-
kistan and Afghanistan, raised the
idea of expediting the distribution of
a portion of the aid in a meeting with
top House Democrats last week, con-
gressional officials said.

A senior White House official ex-
pressed skepticism about breaking
funds for Afghanistan and Pakistan
from the larger war-spending re-
quest, however, for fear it could jeop-
ardize the rest of the package.
 —Jonathan Weisman

contributed to this article.

Bad news for stock-mar-
ket bulls. Volatility hasn’t
gone away—it has just
found a new home.

The VIX index—the mar-
ket’s “fear” gauge that mea-
sures expectations of volatil-
ity based on the cost of eq-
uity-option prices—may
have fallen sharply in recent
weeks. But the fear has sim-
ply switched to the govern-
ment-debt markets.

The VIX has fallen to 38
during the recent stock-mar-
ket rally from a peak of
more than 80 in October
and November. True, that is
still far above its precrisis
level of 10 to 20. But argu-
ably it should still be much
higher.

What has eased equity-
market fears are govern-
ment bailouts of the finan-
cial system, which have ap-
parently derisked equity mar-
kets. The previously implicit
guarantees that underpinned
the financial markets have
become explicit. Instead of
the infamous Greenspan Put—
the assumption the Federal
Reserve would ride to the
rescue with interest-rate
cuts—the markets now have
quantitative easing, where
central banks shore up
prices by buying assets.

But these bailouts are
risky—as reflected in the
high cost of insuring govern-
ment debt. Credit Deriva-
tives Research’s government-

risk index, which measures
credit-default-swap premi-
ums on seven large sover-
eign borrowers, including
the U.S., U.K. and Japan, con-
tinued to rise this year even
as the VIX fell. It currently
stands at 75 compared with
a preboom level of about
three and implies a VIX in
the 60s, according to CDR.

Which is right: equity or
credit markets? That de-
pends on how risk is trans-
ferred back to the private
sector. Under the benign sce-
nario, this occurs gradually,
with governments withdraw-
ing emergency support as
economies recover. But this
is unlikely to be a smooth
process. Under a more wor-

rying scenario, it occurs sud-
denly as governments are
forced to rein in support by
markets that refuse to pro-
vide funding. If that hap-
pens, volatility will return
with a vengeance.
 —Richard Barley

U.S. speeds Pakistan aid
Lawmakers agree
to accelerate action
on war-spending bill

Chairman’s exit aims to cast off the dregs of Société

Diet may starve telecoms

quarter.
The dismal performance fol-

lowed a 6.3% drop in GDP in the
fourth quarter of 2008, a con-
sumer-driven pullback as credit
froze in the months after Septem-
ber’s financial shock.

Consumer spending, which ac-
counts for about 70% of economic
a c t i v i t y, h a s
bounced back since
then. It rose 2.2% in
the first quarter, of-
fering modest hope
that consumers’ hes-
itance to buy major
products may be
wearing off.

“ T h e g o o d
news…is that the
most severe phase
of the recession is
behind us,” said
Brian Bethune, an
economist at the
forecasting firm
IHS Global Insight.

Economists ex-
pect the economy to
stop shrinking by
the third quarter, flattening out in
the second half of the year. But it
is likely to show only slow growth
before 2010. Employers haven’t
stopped slashing jobs at a rapid
pace, and forecasters expect se-
vere job losses to continue at least
into the summer.

With the job market in turmoil,
consumer spending is expected to
remain restrained for most of the
year. Americans are stocking
away extra cash, pushing the U.S.
saving rate higher, after severe de-

clines in household wealth due to
turmoil in the housing and stock
markets.

The U.S. government’s fiscal-
stimulus package is boosting in-
comes modestly, however, and by
the fourth quarter it is expected to
provide key support for other sec-
tors of the economy. Government
spending, for instance, declined

3.9% in the first
quarter due to cut-
backs at the fed-
eral level, particu-
larly in the volatile
defense sector.

Beyond the in-
ventory adjust-
ment, businesses
also cut their
spending on new
buildings and
equipment. Busi-
ness investment
plunged 38% dur-
ing the quarter as
companies de-
layed outlays to
save cash and ride
out the downturn.

Residential in-
vestment in the first quarter also
tumbled 38%, but home building
appears to have stopped declining
by the end of the quarter. That
could put the sector on track to
contribute to economic growth
later this year after serving as a
drag in recent years.

While exports plunged 30% in
the first quarter, an even sharper
34% drop in imports made trade a
positive contributor to the econ-
omy in the first months of the
year.

Continued from first page

The telecom sector is
fast losing its attraction as
a defensive play. The strong
cash flows and steady de-
mand that made it look im-
mune to an economic down-
turn aren’t as durable as
once thought.

First Deutsche Telekom
issued a profit warning.
Now France Telecom has
reported falling profit and
admitted the tough eco-
nomic climate will continue
to weigh heavily on mar-
gins. Other European opera-
tors are expected to follow
suit in the coming weeks.

Yet the sector’s shares
are down only 20% in the
past 12 months, compared
with a 38% drop in the Euro
Stoxx 50. The sector trades
at 9.2 times forward earn-
ings—a 30% premium to the
market. That looks steep
compared with an average
premium of 14% over the
past five years.

The impact of the reces-
sion is apparent in the slow-
ing growth of premium mo-
bile services like data in ma-
ture markets such as the
U.K. and Spain. In emerging
markets, growth for basic
services like voice has
slowed in line with GDP.
With competition increas-

ing, incumbent operators
such as Deutsche Telekom
and France Telecom are hav-
ing to boost marketing and
cut prices to retain custom-
ers.

Those steps took a toll in
the first quarter. France
Telecom increased its cus-
tomer base by 6.3% in the
first quarter, but group reve-
nue rose just 0.4% and
Ebitda margin fell 4.7 per-
centage points.

Established players also
face the prospect of a new
pan-European telecom regu-
latory body—agreed to in
Europe this week—that
would aim to boost competi-
tion. It would have the
power to split up integrated
telecom companies as a last
resort.

Cash-flow guidance looks
safe for the moment, al-
though it will be achieved
by cutting costs and reduc-
ing capital expenditure.
Trimming costs and priori-
tizing investment aren’t bad
things in moderation. But
the risk for telecom opera-
tors is that cutting back too
heavily now could mean the
quality of their networks
suffer and that an unfore-
seen capex hike is around
the corner.
 —Molly Neal

U.S. GDP shrinks 6.1%
as businesses cut back

Michael Mullen

Volatility down, not out
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Local retail advertising reve-
nue grew 30% at the Times Leader of
Wilkes-Barre, Pa., in the first three
months of this year, according to Ri-
chard Connor, the newspaper’s pub-
lisher. A Marketplace article
Wednesday incorrectly said reve-
nue at the paper grew 30% during
that period.

Two attacks hit Turkey
A revived militancy
in the PKK feared
after soldiers killed

CORRECTIONS &
AMPLIFICATIONS

Oil firms’ energy trading
helps ease pain of prices

Turkish soldiers patrol a road near the town of Lice. Nine soldiers died nearby just
after dawn, when a roadside bomb blew up their personnel carrier.

INDEX TO BUSINESSES

By Guy Chazan

and Russell Gold

Western oil majors have taken a
hit from the slump in crude prices,
but that’s been partially offset by
the big profits they’ve earned from
energy trading.

BP PLC and Royal Dutch Shell
PLC both reported first-quarter
earnings this week that comfortably
beat analysts’ forecasts. One factor
was the success of their oil trading
operations.

Shell said Wednesday its trading
profits were higher in the first quar-
ter than in the preceding three
months, though it declined to quan-
tify them. “It is about trading our
volumes and using our storage,” Pe-
ter Voser, Shell’s chief financial of-
ficer, told analysts Wednesday. “We
have used some working capital ac-
tually to drive trading during Q1,
and to a certain extent in Q2.”

A day earlier, his counterpart at
BP, Byron Grote, said the first quar-
ter had seen “some very strong over-
all contributions” from supply and
trading operations. It was, he said,
“about $500 million higher than
what we would consider the normal
range of quarterly volatility.”

Oil companies’ profits have been
hammered by the tumbling price of
crude, which has fallen by nearly $100
a barrel since reaching a high of $145
lastsummer.Shellsaiditsadjustednet
profit totaled $2.96 billion in the first
quarter, down 62% year-on-year.

But they’ve been able to partly
compensateforthelowoilpricebytak-
ing advantage of a crude market that
has since October been in what’s
called contango, a price structure
where near-term contracts are
cheaperthancontractsfordeliveryin
the future. Contango usually indi-
cates that the market expects prices,
in this case because of growing eco-
nomic activity, to rise in the future.

Oil companies are ideally placed
toprofitfromthistradebecausethey
haveplentyofstoragecapacityinthe
form of tanks and pipelines to stock-
pile the oil while waiting for prices to
rise. Other, smaller traders would
have to pay high rates for storage.

In a typical contango play, a com-
pany that bought oil on the spot mar-
ket at $49.92 a barrel as of Tuesday’s
close, and at the same time sold a fu-

tures contract for September deliv-
ery at $53.19 was able to lock in a
profit of $3.27 a barrel. In mid-Janu-
ary,the difference widened to $15.21.
Contango has narrowed in recent
months, but the trade still pays off
handsomely, even factoring in stor-
age and financing costs.

“It’s almost like printing money,”
says Torbjorn Kjus, oil market ana-
lyst at DnB NOR Markets in Norway.

BP has been a particularly active
player, exploiting the enormous
storage capacity it has around Cush-
ing, Oklahoma, a huge pipeline and
trading hub and the price settle-
ment point for the U.S. benchmark,
West Texas Intermediate.

“Contango at Cushing is one of
the lowest risk trades out there,”
says Andy Lipow, a Houston consult-
ant and principal of Lipow Oil Associ-
ates LLC. “Your biggest risk is if
your oil is hit by lightning.”

Shell, on the other hand, has been
leasing supertankers to store oil in
places like the North Sea. Most com-
paniesonlybookverylargecrudecar-
riers to transport oil from the field to
the refinery, whereas Shell is book-
ingthemformonthsatatime,athuge
cost, to float at sea. But the contango
is currently so steep that it pays off.

New York-based Hess Corp. said
Wednesday it had lost money on its
refining and oil-production opera-
tions, but recorded a $19 million
gain on trading. ConocoPhillips
said last week that the lion’s share of
the $1 billion it recently borrowed
was spent on building up invento-
ries for the contango trade.

By Nicholas Birch

ISTANBUL—Ten Turkish sol-
diers died Wednesday in two sepa-
rate attacks blamed on Kurdish mili-
tants, dealing a blow to efforts to
end a conflict that has killed more
than 40,000 people since 1984.

Nine soldiers died just after
dawn when a roadside bomb blew
up their armored personnel carrier
on a dirt road near the town of Lice,
in Turkey’s mainly Kurdish south-
east. Gen. Ilker Basbug, Turkey’s
Chief of Staff, said Wednesday that
the explosion was caused by a home-
made bomb “either remote-con-
trolled or detonated by cable.”

Early in the afternoon, another
soldier died when assailants opened
fire on a unit returning from opera-
tions near Semdinli, a mountain town
480 kilometers southeast of Lice.

Gen. Basbug didn’t blame any
group for Wednesday morning’s at-
tack, but the killings are widely as-
sumed to be the work of the Kurdis-
tan Workers Party, or PKK, a former
separatist group that has been at
war with Turkey for 25 years. PKK
spokesmen in the group’s bases in
Iraqi Kurdistan were unavailable for
comment.

A leading Islamic-minded Kurd-
ish intellectual, Altan Tan, said he

fears the attacks are beginning of a
period of hawkishness on the part of
the state and the PKK. “Those who
don’t want peace, on both sides, are
trying to sabotage it,” he says.

Wednesday’s attacks were the
deadliest since 17 soldiers died in No-
vember in a PKK attack near Tur-
key’s Iraqi border, and came as
hopes for a political solution to the
problem were beginning to fade.

Speaking in Turkey’s Parliament
in Ankara on April 6, U.S. President
Barack Obama praised Turkey for
lifting bans on the Kurdish lan-
guage and hailed the new Kurdish
channel on state television as “an
important signal.” About the same
time, the PKK announced a cease-
fire aimed at facilitating the politi-
cal process.

But the detente was built on
shaky foundations. From the start,
Ankara’s Kurdish opening was built
on efforts to sideline a Kurdish na-
tionalist party, the Democratic Soci-
ety Party, or DTP, which has 21 depu-
ties in Parliament but is ignored by
the political establishment.

Mr. Obama spoke with the head of
the DTP in Ankara on April 6, but Tur-

key’s prime minister and army have
refused to do so.

Since April 14, Turkish police
have taken into custody for question-
ing some 200 members of the DTP,
many of whose supporters sympa-
thize with the PKK, in raids across
the country.

“What we’re seeing is an all-out
state assault on the DTP,” says Cengiz
Çandar, a political commentator.
“Whether you like them or not, they
represent a majority of votes in Kurd-
ish areas. You have to talk to them.”

The latest attacks may be put-
ting more pressure on the militants
to end their campaign. For months,
Iraqi Kurdish politicians have been
planning a pan-Kurdish conference
for later this year in northern Iraq,
aimed at persuading the PKK to lay
down its weapons, perhaps in ex-
change for more political clout.

In an interview after the attacks,
Selahattin Demirtas, a leading DTP
deputy, said the party would be hold-
ing rallies in coming days to call for
a dialogue.

“We want a political solution,”
he said, “but that won’t happen
while the guns are talking.”

INDEX TO PEOPLE
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Royal Dutch Shell
Net profit/loss, in billions

Source: the company
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Protestors gather outside the Bank of America tower in New York on Tuesday.
On Wednesday, shareholders in Charlotte, N.C., re-elected the bank’s directors.

BofA holders leave Lewis in limbo
shareholder votes. Both deals are
“looking more and more like suc-
cesses to be celebrated,” Mr. Lewis
said.

The 62-year-old Mr. Lewis also
continued his defense of a decision
in December to keep secret negotia-
tions with government officials
over the Merrill acquisition. Mr.
Lewis had approached the govern-
ment saying he might pull out of
the deal as Merrill’s losses
mounted.

Since last week, Mr. Lewis has
faced sharpened scrutiny over his
testimony in an investigation by
New York’s attorney general that he
felt pressure from former Treasury
Secretary Henry Paulson and Fed-
eral Reserve Chairman Ben Ber-
nanke to not disclose Merrill’s trou-
bles publicly, even though the take-
over was about to be completed.

Mr. Lewis told shareholders
Wednesday that Bank of America’s
board didn’t have a legal duty to dis-
close its negotiations with the gov-
ernment.

Frustrated shareholders criti-
cized Mr. Lewis and the bank’s direc-
tors. One speaker wore a T-shirt
that said “Fire Ken Lewis!” al-
though other vocal shareholders
praised his management. Mr. Lewis
received with extended applause
when he took the stage.

“This has been an incredibly dif-
ficult and painful year for all of us,”
Mr. Lewis said. “But we are building
this company for the long term.”

In tallying shareholder votes,
the bank said during the meeting

that it will include controversial
“broker votes,” or votes that finan-
cial advisers cast on behalf of cli-
ents. Brokers have historically
tended to cast client votes in sup-
port of firms’ existing manage-
ment, leading some shareholder ad-
vocates to say that counting broker
votes amounts to “ballot stuffing.”

Federal regulators have indi-
cated that they may prevent compa-
nies from counting broker votes in
the future.

“I don’t think we can do some-
thing illegal to satisfy a share-
holder group,” Bank of America di-
rector Thomas Ryan said after the
meeting started. He referred to sug-
gestions that the broker votes not

be counted.
Mr. Ryan is head of Bank of Amer-

ica’s corporate-governance com-
mittee and president and CEO of
CVS Caremark Corp.

The tone of Bank of America’s
meeting underscored the flak that
Mr. Lewis is taking for pushing his
firm to purchase Merrill, then plow-
ing ahead with the acquisition with-
out expressing his qualms to share-
holders.

“My decision and the board’s to
go ahead with the merger was not
about a selfish desire to keep our
jobs,” Mr. Lewis said. “Every mem-
ber of this board, including me,
would be all right if we had to leave
the company.”

Continued from first page

Pakistan troops make gains
but face Taliban resistance
By Zahid Hussain

ISLAMABAD—Pakistani troops
retook a key town from the Taliban
on Wednesday but continued to
struggle in nearby battles, in a re-
minder that the government’s mili-
tary firepower has yet to decisively
defeat the lightly armed guerrillas.

Commandoes dropped from heli-
copters to take control of Daggar,
the main town of Buner, a district
110 kilometers from Pakistan’s capi-
tal that had been captured by Tali-
ban moving south from their strong-
hold in Swat Valley last week.
Fighter jets bombed militants else-
where in Buner, killing at least 50
people, a military spokesman said.

Pakistan largely ceded control of
the Swat Valley to the Taliban in a
truce, reached in February, that al-
lowed the group to establish Islamic
courts in return for ending hostili-
ties and laying down its weapons. In-
stead, the group has remained
armed and, last week, sought to take
control of Buner and Lower Dir dis-
trict, which lies to the west of Swat
and is seen as a route for militants to
and from Afghanistan and the bor-
der areas where the Pakistani Tali-
ban and al Qaeda thrive.

The Associated Press reported a

suspected U.S. drone strike Wednes-
day killed five people in South
Waziristan, a border tribal region
southwest of Swat, where the U.S.
has been using the unmanned air-
craft to target militants.

Meanwhile, Maj. Gen. Athar Ab-
bas, Pakistan’s chief military spokes-
man, said troops were facing stiff re-
sistance from militants in areas of
Buner district outside Daggar. At
least one government soldier was
killed and several others injured in
the fighting, he said.

Militants had taken 71 govern-
ment forces hostage; troops freed 18
people but the fate of the other 53
was unclear.

The reaction to the military oper-
ation in Pakistan has been mixed.
Hundreds of demonstrators staged
a protest against rising Islamic mili-
tancy Wednesday in the central Paki-
stan city of Lahore. Holding banners
against “Talibanization,” the pro-
testers called on the government to
take tougher action. “We can’t allow
the country to be taken over by the
zealots,” read one banner.

But Ahsan Iqbal, a spokesman for
the opposition Pakistan Muslim
League (N), criticized the government
for launching a military operation
without consulting the opposition.

WHO moves closer to declaring swine flu a pandemic
FROM PAGE ONE

in the community itself.”
The WHO said nine countries had

officially reported 148 cases of
swine influenza, with more than
half coming from the U.S., where the
number of confirmed cases has
surged in recent days.

The U.S. Centers for Disease Con-
trol and Prevention said there were
91 confirmed cases in 10 U.S. states,
with 51 of those cases in the state of
New York.

A CDC official told U.S. lawmak-
ers that a swine-flu vaccine likely
wouldn’t be available until Septem-
ber.

In the first confirmed death from
the virus in the U.S., a toddler who
crossed the border with his family
from Mexico into south Texas died
from a new strain of swine flu in a
Houston hospital.

The boy, a few weeks shy of his
second birthday, was initially
treated for flu symptoms in Browns-
ville, at the far southern tip of Texas,
on the Mexican border. The boy had
several underlying health problems,
according to the Texas Department
of State Health Services.

CDC officials have said over the
past few days that they expected the
virus would cause deaths in the U.S.,
because the strain is the same one
that is believed to have killed at
least 26 but possibly more than 150
people in Mexico.

President Barack Obama said the
U.S. death underscores the govern-
ment’s decision to take aggressive
action to combat the threat. He said
the U.S. continues to closely moni-
tor the outbreak and urged Ameri-
cans to take precautions. “This is ob-
viously a serious situation—serious
enough to take the utmost precau-
tion,” he said.

He also suggested that school
closings may be necessary to stem
the spread of the disease.

Meanwhile, more evidence of the
global spread emerged Wednesday.
Germany’s national disease control
center said it has confirmed three

swine-flu cases. Austria later con-
firmed its first case of swine flu,
making it the fourth country in Eu-
rope where the disease has sur-
faced.

Spain, which on Monday became
the first European Union country to
report a confirmed case of swine flu,
said there are now 10 confirmed
cases and 70 possible cases under
study.

U.K. Prime Minister Gordon
Brown confirmed three additional
cases of swine flu in Britain on
Wednesday, bringing the country’s
total number of people known to be
infected with the virus to five.

France’s health minister said
France will ask the EU to suspend
flights to Mexico. The U.S., EU and
other countries already have dis-
couraged nonessential travel to Mex-
ico.

Health authorities said they have
found possible cases of the new
strain in the Middle East and Asia.
Egypt began slaughtering the na-
tion’s roughly 300,000 pigs as a pre-
caution.

Pacific Rim officials on Wednes-

day called for concerted action to ad-
dress the outbreak. Transportation
ministers from the 21-member Asia
Pacific Economic Cooperation
urged their governments to work
closely with the transportation in-
dustry and public-health agencies
to fight the spread.

“If the situation deteriorates fur-
ther, it is inevitable that interna-
tional travel will be materially
dented as it was evident during the
case of SARS,” said Lim Hwee Hua,
Singapore’s second minister for fi-
nance and transportation.

Australia announced it is tighten-
ing its swine-flu surveillance for air
travelers from abroad and applying
them to all international arrivals.
The number of suspected Australian
cases of swine flow rose to 91 by
Wednesday morning, though no
cases have been confirmed.

New Zealand authorities said

there are now 14 probable or con-
firmed cases of swine flu in the coun-
try, up from 11 on Tuesday. Of those,
three are confirmed. Twelve of the
14 belonged to a school group that re-
cently returned from a trip to Mex-
ico, where the first reports of swine
flu among humans surfaced. While
governments have reported sus-
pected cases of the disease else-
where in the Asia-Pacific region,
none have been confirmed outside
of New Zealand.

South African officials are inves-
tigating two suspected cases of
swine flu, both in individuals who re-
cently returned from Mexico.

India said it will purchase two mil-
lion doses of the antiviral drug Tami-
flu to build stocks as the country
starts screening passengers arriving
at all 17 of its international airports.

In Mexico, where the outbreak
started, Health Minister José Ángel

Córdova said the number of sus-
pected influenza deaths had risen to
159 from 149 the previous day, but
that the number of deaths con-
firmed as a result of swine flu was re-
vised down to seven from 20.

So far, 26 cases of the new swine-
flu virus have been confirmed, but
only in seven of the people who died,
Mr. Córdova said.

Mexico City Mayor Marcelo
Ebrard said Wednesday that the city
isn’t planning to shut down the
Metro or other public transport be-
cause of the outbreak. Speaking at a
televised news conference, Mr.
Ebrard defended measures taken to
date, including canceling public
events and closing restaurants, bars
and other centers of entertainment.

City officials had kept open the
possibility of extending the safety
measures to include a shutdown of
the Metro, which transports about
four million people a day.

Colombian health authorities
have placed 49 people under obser-
vation for possible swine flu and
identified 10 suspected cases.

Janet Napolitano, the U.S. Home-
land Security secretary, said
Wednesday that dealing with the
swine-flu virus will be “a marathon,
not a sprint” and individual citizens
have a responsibility to help.

She said some 40 states, for in-
stance, are involved in close coordi-
nation and consultation with the fed-
eral government.

“There is a lot we don’t yet know
about this outbreak. But at the same
time we have been preparing as if
we are facing a true pandemic, even
though we don’t know the ultimate
scope of what will occur,” Ms. Napoli-
tano said.

 —Mike Esterl, Stephanie Simon
and Laura Meckler

contributed to this article.
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Euro-zone confidence lifts
Recovery will be slow
as banks continue
to curb lending

By Jon Hilsenrath

And Brian Blackstone

Even though the intensity of the
U.S. recession appears to have
eased in recent weeks, the Federal
Reserve signaled it has no intention
of pulling back from its aggressive
efforts to revive the financial sys-
tem.

The Fed said it would push for-
ward with an asset-purchase pro-
gram that will substantially in-
crease its holdings of mortgage-
backed securities and Treasury se-
curities in the months ahead, and
suggested it could increase those
purchases if markets and the econ-
omy veer further off track.

The Fed’s policy-making arm—
the Federal Open Market Commit-
tee—also said in a statement that it
would keep its target short-term in-
terest rate, the federal-funds rate,
near zero for an “extended period.”

“Although the economic outlook
has improved modestly since the
March meeting, partly reflecting
some easing of financial market
conditions, economic activity is
likely to remain weak for a time,”
the Fed said. It added that the pace
of the economy’s contraction ap-
peared to be “somewhat slower”
than had been apparent a few
weeks ago.

The statement echoed recent
comments by Fed Chairman Ben
Bernanke, who said in a speech ear-
lier this month that there had been
“tentative signs that the sharp de-
cline in economic activity
may be slowing.” He
pointed to data on housing,
consumer spending and
new-vehicle sales. The so-
called beige book, a Fed sur-
vey of regional Fed banks,
reiterated that cautious op-
timism.

Still, the economy
seems far from clear of dan-
ger. Earlier Wednesday, the
Commerce Department re-
ported that gross domestic
product, a measure of the nation’s
economic output, dropped at a 6.1%
annual rate in the first quarter, al-
most equaling the fourth quarter’s
6.3% contraction. The two quarters
combined for the worst six-month
performance in more than half a
century.

Similarly, the labor market has
shown little, if any, sign of stabiliz-
ing, with the economy shedding
jobs at a clip of more than 650,000
per month, and investment is in
free fall as companies adjust to
weaker demand.

Still, there were signs of life in
the GDP report that support the
Fed’s slightly more-optimistic
tone. Consumer spending ad-
vanced at a 2.2% rate in the first
quarter, the first increase since last
spring. Moreover, a good deal of the
GDP drop came from a contraction
in business inventories, which
could support growth in coming
quarters if firms restock. Other fig-
ures on consumer confidence and
housing have also shown stabiliza-
tion or improvement, albeit from
very weak levels.

Officials expect a recovery to un-
fold later this year, but at a modest
pace, and worry that it remains vul-
nerable to new economic shocks.

Considering the amount of slack
that has built up in the economy as
unemployment has risen and facto-
ries have curtailed output, they
also think inflation is a remote risk,

giving them leeway to continue to
support the economy with low
rates and asset purchases.

The Fed signaled this Wednes-
day by repeating that it expects in-
flation to remain subdued amid eco-
nomic slack and could fall below de-
sired levels.

At last month’s FOMC meeting,
which concluded March 18, officials
were alarmed at the deteriorating
outlook and surprised Wall Street
by ramping up their purchases of
mortgage-backed securities and an-
nouncing new plans to buy Trea-
sury bonds. That in turn led to
lower private-sector borrowing
costs and sparked a jump in mort-
gage refinancing.

Officials said Wednesday that
they could change those purchases—

which are now one of their
main instruments of pol-
icy—as the economic out-
look changes.

“The Committee will
continue to evaluate the
timing and overall
amounts of its purchases
of securities in light of the
evolving economic out-
look and conditions in fi-
nancial markets,” the
FOMC said Wednesday.

The Fed still has a long
way to go before it completes its
planned acquisitions of Treasury se-
curities, mortgage-backed securi-
ties and debt issued by Fannie Mae
and Freddie Mac, the government-
backed providers of funding for
mortgages.

As of Tuesday, it had purchased
$74 billion of Treasury securities, a
quarter of the $300 billion it ex-
pects to purchase by September. It
had purchased or committed to pur-
chase a net $381 billion of mortgage-
backed securities, roughly a third
of its $1.25 trillion in such pur-
chases it plans.

As of April 22, the Fed also had
extended $6.38 billion of loans
through its Term Asset-Backed Se-
curities Loan Facility. The program
was originally conceived to jump-
start consumer-lending markets.
Under the program, the Fed pro-
vides cheap credit to investors who
use the central-bank financing to
purchase securities backed by auto
loans, credit-card debt and other
consumer debt.

Fed officials have seen a mixed
response to the program. Interest
rates on this kind of debt have de-
clined in recent weeks, as officials
hoped would happen when they con-
ceived the program. There also has
been renewed issuance of asset-
backed securities. But the issuance
has been small and use of the Fed
program is much lower than offi-
cials anticipated.

U.S. Fed stays course
amid cautious optimism

Source: Thomson Reuters Datastream
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By Paul Hannon

LONDON—European business and
consumer sentiment rose this month
from record lows, but stingy bank
lending and other factors suggest a re-
covery is still a distant prospect.

Business and consumer confi-
dence in the 16 countries that use the
euro improved in April for the first
time in two years, according to a
monthlysurveybytheEuropeanCom-
mission, rebounding more strongly
than economists had expected.

The overall economic-sentiment
indicator for the euro zone rose
sharply to 67.2 from 64.7 in March, a
figure that was revised up from 64.6.

But a major factor driving Eu-
rope’s economic contraction remains
as severe as ever. The European Cen-
tral Bank Wednesday released fig-
ures showing that banks in the cur-
rency area cut their lending to both
companies and households in March.

That suggests theECBwill have to
do more than cut interest rates again
when its governing council meets
May 7. One alternative to cutting
rates is the purchase of securities to
raise thelevel of cash in theeconomy,
often called quantitative easing.

But ECB executive board mem-
ber Lorenzo Bini Smaghi said
Wednesday that the bank is unlikely

to follow the U.S. Federal Reserve
and the Bank of England and imple-
ment quantitative easing.

Economists hav said that another
option would be to add to money sup-
ply by direct purchases of commer-
cial paper, putting cash directly into
the hands of businesses. Instead, Mr.
Smaghi said the ECB will aim to re-
vive the euro interbank money mar-
ket, a goal it has pursued since the
credit crunch began in mid-2007 but
without notable success.

According to ECB figures, banks
cut lending to businesses by Œ12 bil-
lion ($15.77 billion) in March, having
cut it by Œ4 billion in February. They
also cut lending to households by Œ5
billion in March, after increasing it
by Œ2 billion in February. “It seems
that banks remain reluctant to lend
to the wider economy,” said Ben May,

an economist at Capital Economics.
ECB council members have long

indicated that the central bank will
cut its policy rate to 1% from 1.25%
on May 7. They also have indicated
that other measures will be an-
nounced to revive lending.

Elsewhere, Spain’s central bank
said the recession probably deepened
in the first quarter after the collapse
ofitsdecade-longconstructionboom.
Spain’s central bank said it calculates
that Spanish gross domestic product
fell at a 1.8% quarterly rate and at a
2.9% annual rate in the first quarter.

The German government con-
firmed it now expects GDP to con-
tract by 6% in 2009, having previ-
ously forecast a contraction of 2.25%.

Meanwhile, British consumer
confidence rose in April, polling
company GfK NOP said.

Ben Bernanke

Source: Eurostat

Sentiment journey
European business and consumer sentiment rose from record lows in April
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Any big vaccine drive carries its own risks
Fight with A/H1N1
has to be balanced
against other battles

A Roche worker oversees packaging of the anti-flu treatment Tamiflu. A drive for
a swine-flu vaccine could cut resources that protect against other kinds of flu.

Mexico’s high death rate
poses question on virus

THE SWINE-FLU OUTBREAK

By Jeanne Whalen

And Gautam Naik

Global health officials trying to
gauge the severity of the swine flu
outbreak face a tough call on how
quickly to move on creating a vac-
cine for the new virus.

The World Health Organization
on Wednesday raised its alert for
swine flu to Phase 5, meaning a pan-
demic is “imminent.” As confirmed
cases of the new A/H1N1 flu virus
mount and spread around the world,
health officials must balance the de-
sire to stop the spread quickly with
some serious risks of moving too fast.

Even with a full push, it would still
take months to get a vaccine ready,
and the effort could force drug com-
panies to cut corners on safety or cut
back on production of regular flu vac-
cine needed for next winter. But wait-
ing too long could allow the virus to
have a much more deadly impact.

Either way, hundreds of thou-
sands of lives could be at stake.

Work has already begun on a vac-
cine. The U.S. Centers for Disease
Control and Prevention in Atlanta
has created the basic components
for a swine-flu vaccine, and is study-
ing the biological make-up of the vi-
rus to better understand a central
mystery about the bug: why it has

caused serious illness and deaths in
Mexico but generally milder symp-
toms elsewhere.

IftheCDC and theWorld Health Or-
ganization decide the virus is threat-
ening enough to warrant a vaccine,
they will pass the basic ingredients to
drug companies, which will carry out
further studies, including some tests
in humans, and attempt to produce
the vaccine in mass quantities. Anne
Schuchat,theCDC’s interim deputy di-
rector for science and public health
programs, said in a U.S. Senate hear-
ing Wednesday that “under the best-
case scenario” the first doses of vac-
cine could be available by September.

Producing enough vaccine to com-
bat a pandemic, though, would put a
heavy burden on the drug companies’
manufacturing capacity. Despite in-
vestment after the avian flu outbreak
several years ago, drug companies can
produce only about 780 million doses
of flu vaccine a year, according to the
latest WHO estimates, far short of the
world population of 6.8 billion.

If health officials want drug com-
panies to devote their facilities to a
swine-flu vaccine, this could put the
firms in the position of curtailing pro-
duction of regular vaccine for the next
flu season—a move that could have
dire consequences.While swine flu ap-
peared to have killed about 150 people
as of Wednesday, seasonal flu kills
250,000 to 500,000 people world-
wide every year and causes three mil-
lion to five million cases of severe ill-
ness, WHO says.

“That will be a very difficult
choice,” Christopher Viehbacher,

chief executive of vaccine maker
Sanofi-Aventis SA, said Wednesday.
“If you make a swine flu vaccine and
the pandemic doesn’t actually occur,
we could end up with no seasonal flu
vaccine.”

A WHO spokesman said the orga-
nization has started talking to drug
companies to plan for a possible
switch from seasonal to swine-flu
vaccine production, but hasn’t yet
asked for the switch.

One possibility being discussed is
to combine a swine-flu vaccine with
the seasonal flu shot.

A rush to produce a swine-flu vac-
cine could entail other tradeoffs,
such as limiting vaccine tests to
quick, small-scale trials in humans.
“The more severe the infection and
the higher the disease burden, you’d
make the compromise and say, ‘Let’s
not wait another six months,’” said
Andrin Oswald, head of vaccine and
diagnostics at Novartis AG.

The U.S. may have experienced
the dangers of moving too quickly in
1976, when it vaccinated 40 million
Americans after several recruits at
Fort Dix in New Jersey were infected
with a swine-flu virus. The feared
pandemic never materialized, and
some 500 cases of a neurological dis-
order were linked to the vaccine, re-
sulting in about 25 deaths.

Most drug companies still pro-
duce flu vaccines using a decades-
old process. They inject a weakened
version of the virus into the em-
bryos of millions of chicken eggs.
The eggs are incubated for several
months, and then the whites are ex-
tracted and blended into vaccine.
The process takes months.

Newer technology allows for the
creation of flu vaccines using cell cul-
tures. This technique is faster and
more suited to large-scale produc-
tion. But there are few such facilities.
Novartis has one in Germany and is
building another in North Carolina.

—Betsy McKay and
Jennifer Corbett-Dooren

contributed to this article.

Health officials in Mexico are try-
ing to figure out a basic question
that could help mitigate the swine
flu epidemic there and in other
parts of the globe: Why are so many
people dying of the infection in Mex-
ico in contrast to elsewhere?

The answer appears to involve a
combinationof factors, including Mex-
ico’s often poor health-care service,
cultural aspects, and the mystery

bug’s early appearance in this country.
According to the U.S. Centers for

Disease Control and Prevention,
World Health Organization, and gov-
ernment officials there are nearly
2,500 suspected cases and 19 con-
firmed cases in Mexico, the Associ-
ated Press reported Wednesday. For-
eign Secretary Patricia Espinosa,
who is currently presiding over the
United Nations Security Council,
raised the issue of the virus during
the council’s meeting Wednesday.

In Mexico, the number of people
checking into hospitals for symp-
toms related to the virus declined
Tuesday, giving hope that mitiga-
tion measures were working, Health
Minister José Ángel Córdova said.

Mexico City Mayor Marcelo
Ebrard said Wednesday that the city
isn’t planning to shut down the
Metro or other public transport be-
cause of the outbreak. Speaking at a
televised news conference, Mr.
Ebrard defended measures taken to
date, including canceling public
events, closing restaurants, bars,

and other centers of entertainment.
Cityofficialshadkeptopenthepos-

sibility of extending the safety mea-
sures to include a shutdown of the
Metro, which transports around four
million people a day. The government
declared the alert over influenza a
week ago, closing schools in the capi-
tal and neighboring Mexico state. A
healthemergencywasdeclaredSatur-
day,andtheschoolsuspensionwasex-
tended nationwide early this week.

Some cruise-ship operators sus-
pended visits to Mexico. Cuba and
Argentina have stopped air travel to
the country. The measures fueled
worries about the impact of the epi-
demic on Mexico’s economy.

Much of the difference in mortal-
ity rates between Mexico and other
countries could have to do with tim-
ing. As the disease hit Mexico very
early, doctors didn’t suspect anything
unusual when patients came in com-
plaining of high fever and body aches.
Especially in Mexico City, with its
high altitude and smoggy air, com-
mon colds that develop into a throat
or chest infection with a fever are fre-
quent in winter months and beyond.

Now that doctors are aware of
the new bug, there is a greater likeli-
hood that they will make the right di-
agnosis the first time.

A key factor in lowering mortal-
ity could be cultural. Many Mexicans
try to wait out sickness or medicate
themselves rather than go to a doc-
tor. Medicines including antibiotics
are available without a prescription.
But one reason Mexicans avoid the
doctor is unlikely to change soon:
the often sorry state ofMexico’s pub-
lic and private health system.

By David Luhnow and
José de Córdoba in Mexico City,
and Ana Campoy in La Gloria
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By Archibald Preuschat

BERLIN—Siemens AG cut its fis-
cal-year earnings forecast as the eco-
nomic crisis continued to take a toll,
but it said fiscal-second-quarter net
profit surged from the prior year,
when it was hurt by charges.

The German industrial conglom-
erate said Wednesday it expects op-
erating profit from its core business
in the fiscal year ending Sept. 30 to
exceed last year’s Œ6.6 billion ($8.68
billion). The previous forecast,
given nine months ago, aimed for an
operating profit of Œ8 billion to Œ8.5
billion.

The reduced forecast wasn’t a
surprise. Analysts had already
marked down their projections to be-
low management’s previous target.
Despite the lower guidance, Sie-
mens shares jumped Œ3.87, or 8.2%,
to Œ51.32.

Siemens expects a weaker per-
formance even in its energy sector,
the primary driver of profit growth
in the second quarter ended March
31. It also anticipates a worsening
environment in its health-care mar-
ket and expects short-cycle busi-
nesses in its energy sector, and to a
greater extent its industry sector, in-
cluding Osram lighting, to remain
weak in coming quarters.

Chief Executive Peter Löscher
said there is no indication that the glo-
bal economy has seen the bottom yet.

Siemens’s second-quarter net
profit surged to Œ962 million from
Œ384 million a year earlier. The
2008 figure reflected charges total-
ing Œ857 million for delays in turn-
key projects.

Operating profit at Siemens’s
core sectors of energy, industry and
health care was up 43% to Œ1.84 bil-
lion from Œ1.29 billion.

Order intake in the second quar-

ter was Œ20.86 billion, down 11%
from a year earlier, though sales
grew 4.8% to Œ18.96 billion from
Œ18.09 thanks to strong order intake
in recent quarters. As of March 31,
Siemens’s order backlog stood at
Œ87 billion.

Comparison of the second-quar-
ter results is made more complex be-
cause Siemens booked charges a
year earlier for delays in major turn-
key projects that it had invoiced on a
fixed-price basis. As a result, operat-
ing profit in the energy sector
surged to Œ818 million from Œ6 mil-
lion a year earlier. Sales in the seg-
ment grew 28% to Œ6.36 billion from
Œ4.96 billion.

In contrast with U.S. peer Gen-
eral Electric Co., Siemens said it had
no major cancellations, but did have
some project postponements, Chief
Financial Officer Joe Kaeser said.

Siemens’s health-care sector in-
creased operating profit by 4.1% to
Œ355 million from Œ341 million,
while sales grew 9.6% to Œ2.98 bil-
lion from Œ2.72 billion.

Netherlands-based Philips Elec-
tronics NV, which also competes
with Siemens in the health-care seg-
ment, earlier this month posted a
bigger-than-expected first quarter
net loss partly because of its health-
care business.

Siemens pares earnings forecast

In announcing his resignation, Société Générale Chairman Daniel Bouton, shown last year, said the bank is ‘one of the finest.’

Société Générale’s Bouton quits
Chairman cites personal attacks after trading scandal, options flap; end of stormy period
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By Jan Hromadko

FRANKFURT—Deutsche
Lufthansa AG said Wednesday it
swung to a net loss in the first quar-
ter as the global recession hit de-
mand for air travel and cargo ser-
vices.

Still, the German flagship airline
reiterated its full-year outlook, say-
ing it expects to report an operating
profit for 2009, though it will come
in considerably below the 2008
level of Œ1.35 billion ($1.77 billion).

“In the absence of signs that de-
mand will recover in the short term,
a decline in revenue is also expected
for the full year, which will be accom-
panied by a considerable reduction
in the operating result,” Lufthansa
said.

For the three months ended
March 31, Lufthansa reported a net
loss of Œ256 million, compared with
a year-earlier net profit of Œ44 mil-
lion. Sales fell to Œ5 billion from Œ5.6
billion.

The airline reported an operat-
ing loss of Œ44 million, compared
with an operating profit of Œ172 mil-
lion a year earlier.

By Sebastian Moffett

PARIS—Société Générale SA
Chairman Daniel Bouton announced
his resignation, more than a year af-
ter a trading scandal damaged the
French bank’s reputation.

In a statement to staff Wednes-
day,Mr.Boutonsaid thatpersonalat-
tacks on him since the trading loss
“affect me, but most of all, they risk
harming the bank” and had led to his
resignation. “Like any manager, I
have certainly made mistakes, but
the strategy adopted by Société
Générale has made it one of the finest
banks in the euro zone,” he added.

Mr. Bouton had been in a nonex-
ecutive role since last May, so his
resignation won’t affect the day-to-
day operations of the bank. These
are run by Chief Executive Frédéric
Oudéa, who is seen by observers as
a candidate to take on the chair-
man’s role, too.

Instead, the resignation was
seen as an attempt by the bank to
put an end to a tempestuous 15
months. Analysts say the mystery
is how Mr. Bouton was able to stay
at the bank for so long even as the
heads of many U.S. financial institu-
tions had been forced out after trad-
ing losses.

In January 2008, Société
Généraledisclosedit hadlostŒ4.9bil-
lion ($6.44 billion)—the biggest net
trading loss by one person in banking
history—at the hands of a low-level
employee who the bank alleges had
engaged in unauthorized and un-
hedged trading for nearly two years.

Mr. Bouton, who was both chair-
man and chief executive at the time,
offered immediately to resign but
was asked by the board to stay on. A
few months later, he became the
bank’s nonexecutive chairman, and
Mr. Oudéa became CEO.

This year, the bank came under

popular attack amid the economic
downturn for accepting govern-
ment aid while awarding stock op-
tions to bosses. As the credit crisis
spread in October, the French gov-
ernment announced it would pro-
vide Œ10.5 billion to the country’s
banks to help them continue lending
to individuals; Société Générale re-
ceived Œ1.7 billion of those funds.

Then, as French workers took to
the streets this year to demand that
the government introduce mea-
sures to boost their spending power,
the bank announced a plan to re-
ward bosses, including Mr. Bouton,
with stock options. It was only after
President Nicolas Sarkozy called
the move “a scandal,” that Mr. Bou-
ton and others agreed to renounce
the options.

Alain Pommier, a delegate of the
union Confédération Française Dé-
mocratique du Travail, said the op-
tions announcement reflected a lack
of transparency and injustice within
the bank. “Now there is a crisis of
confidence at all levels of the bank,”
Mr. Pommier said. “Of course he
should resign.”

French government spokesman
Luc Chatel described the resigna-
tion as a nonevent. “I don’t think it
will affect things at Société
Générale and in the banking world,”
he said in a radio interview.

Until the trading scandal broke,
Mr. Bouton, 59 years old, had pre-
sided over a period of growth for the
bank. He joined in 1991 after graduat-
ing from the prestigious École Natio-
nale d’Administration and working

for the French Finance Ministry. In
1997 he became joint chairman and
CEO, and presided over an expan-
sion into emerging markets, espe-
cially in the former communist
states of Eastern Europe.

Mr. Bouton also gained a reputa-
tion as a defender of Société
Générale’s independence—in partic-
ular in 1999, when he fought off a
takeover bid by rival Banque Nation-
ale de Paris, which later became
BNP Paribas through a separate
deal. In the wake of the trading scan-
dal last year, BNP considered a take-
over bid for Société Générale. Now,
BNP is busy with its planned take-
over of Fortis Bank Belgium.

Mr. Bouton will formally resign
on May 6, when Société Générale is
expected to announce his successor.

CORPORATE NEWS

Profit soars
Siemens’s net profit/loss, 
in billions

Note: Fiscal year ends Sept. 30 
Source: the company
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Lufthansa posts
loss as recession
damps air travel

By Shira Ovide

Time Warner Inc. said it antici-
pates a possible spinoff of all or
parts of its AOL unit, the clearest
sign yet that the company plans to
move past its disastrous 2001
merger with AOL.

Time Warner said in a regula-
tory filing that it expects to start a
process to spin off “one or more
parts of the businesses of AOL to
Time Warner’s stockholders, in
one or a series of transactions.”
The company cautioned that its
board hasn’t made a decision on
AOL’s future yet, and Time Warner
continues to review strategic op-
tions for the unit. Time Warner
added that it may yet pursue an al-
ternative other than a spinoff.

The company also said it notified
Google Inc. about plans to purchase
the Internet company’s 5% stake in
AOL. Google paid$1 billion in 2006for
thestake,but ithassincesharplywrit-
ten down the value of its investment.
Earlier this year, Time Warner said
Googleplanstoexerciseitsrighttosell
the stake, giving Time Warner the op-
tion to buy it.

The disclosures came as Time
Warner posted a 14% drop in first-
quarter profit as declines at AOL
and its magazine-publishing busi-
nesses offset stronger results at its
film and cable-television networks.

Net income fell to $661 million,
or 55 cents a share, from $771 mil-
lion, or 64 cents a share, a year ear-
lier, adjusted for a reverse stock
split. The latest results included
nine cents a share from discontin-
ued operations related to the Time
Warner Cable business, which was
fully spun off. Results from a year
earlier included 18 cents a share
from the cable operations.

Revenue slid 7% to $6.95 billion,
assuming the cable operations
weren’t part of either year’s results.

As the first of the big media con-
glomeratestoreportfirst-quarterper-
formance, Time Warner’s results re-
flected the recessionary pressures on
traditional media businesses: shrivel-
ingadvertisingspendingthatisshow-
ingsigns ofbleeding into cable TVand
a squeeze on DVD sales, which are re-
sponsibleformostprofitsatfilmcom-
panies.

In March, Time Warner com-
pleted a spinoff of its cable business,
which last year generated nearly
half of the New York company’s oper-
ating income before depreciation
and amortization. The move fo-
cused Time Warner on its media and
entertainment businesses, which in-
clude film and TV production, ca-
ble-TV networks and the Time Inc.
magazine unit.

AOL’s advertising showed signs of
stabilizinginthefirstquarter.Adreve-
nue fell 20%, close to the pace in the
fourth quarter. Time Warner said that
advertising revenue for the rest of
2009 is expected to be lower than the
same period of 2008. Time Warner
also said it expects to record $90 mil-
lion in restructuring charges for AOL
duringthe rest of the year.

Time Warner has been paving
the way for a possible spinoff of all
or parts of AOL. Last month it hired
Tim Armstrong, a well-regarded
Google executive, as AOL’s new chief
executive. Time Warner also is
amending debt agreements to help
clear the way for an AOL spinoff.
 —Kerry E. Grace

contributed to this article

Time Warner
primed to spin off
ailing AOL unit
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BMC gets lift from big allies
Cisco, Dell embrace
firm’s goods in push
for data-center sales

By Ben Worthen

The recession has been unkind to
software companies. But BMC Soft-
ware Inc. is expected to post record
annual revenue next month and its
chief executive says the company is
“doing better than at any time in re-
cent memory.”

Behind the contrarian perform-
ance is BMC’s position at the nexus
of some broader changes in the tech
industry. The Houston-based firm
makes software that companies use
in data centers, the giant rooms that
hold vast banks of server comput-
ers.

BMC competes head-to-head
with behemoths Hewlett-Packard
Co. and International Business Ma-
chines Corp., which have spent
years building and acquir-
ing software and consult-
ing businesses for data cen-
ters. As the battle for the
data center heats up, sud-
denly BMC has some big al-
lies: Dell Inc. and Cisco Sys-
tems Inc.

Cisco and Dell are cozy-
ing up to BMC to sell its
software along with their
own data-center products.
Investors, betting the
moves will boost BMC’s
business, have bid up BMC
shares nearly 30% so far this year.
The stock closed Tuesday at
$34.25, down 19 cents. Wednesday
afternoon, the stock was higher at
$35.13.

BMC’s software makes it easier
for information-technology pros to
track and manage the software that
runs in data centers. It is an increas-

ingly important niche as these cen-
ters become larger and more com-
plex.

The competition among the in-
dustry’s Goliaths has BMC “com-
manding the high ground,” said
BMC Chief Executive Bob Beau-

champ.
Last May, Cisco re-

cruited BMC as it prepared
to go into the server mar-
ket. Now Cisco plans to in-
stall BMC’s software on ev-
ery server it sells. Dell also
ramped up an existing part-
nership with BMC late last
year, now selling BMC soft-
ware along with Dell serv-
ers.

BMC’s agreements with
Dell and Cisco should
boost its revenue by up to

$85 million in the fiscal year that be-
gan this month, adding as much as
13% of its new software sales, ac-
cording to UBS Securities. The pay-
off could be more substantial down
the road if Cisco’s entry into the
server business proves successful,
analysts say.

Analysts expect BMC to generate

revenue of $1.88 billion for fiscal
2009, which ended in March, up 11%
from a year ago.

Mr. Beauchamp said the Houston-
based company, which employs
5,800, recently hired 25 engineers
and plans to hire 25 more. BMC also
intends to grow its sales force.
“We’re basically going against the
tide,” he said.

BMC executives were some of
the first people outside of Cisco to
know it was developing a server.
Meanwhile, Dell recently started
bringing salespeople from BMC to
meetings with customers.

BMC’s software is “key to what’s
happening now in the data center,”
says Judy Chavis, director of busi-
ness development at Dell. “We’re a
natural partner.”

BMC is just one of several
smaller tech companies benefiting
from the increased competition
among giant tech firms. Others that
sell software targeted at data cen-
ters, like VMware Inc. and Red Hat
Inc., have also seen their stock
prices climb recently.

For BMC, all the new attention
amounts to a turnabout in fortunes.
The 29-year-old company made its
name selling software that sup-
ported large mainframe computers.
But it posted losses earlier this de-
cade when its mainframe business
slowed and new software it made
for servers didn’t take off.

“Everyone was joking that BMC
stands for ‘buy my company,” says
J.P. Garbani, an analyst at Forrester
Research. “No one could see how
BMC could pull it out.”

Mr. Beauchamp, who has worked
at BMC since 1988, took over as CEO
in 2001. Under his direction, BMC
started buying software companies
focused on servers, snapping up 18
firms by 2008. Products targeted at
servers accounted for 54% of BMC’s
sales of new software by 2008, up
from 35% in 2002.

Laid-off workers lose personal data

Bob Beauchamp

left jobs in 2008 stole company
data. The survey polled 945 adults
from several industries who were
laid off, fired or changed jobs in
2008. Data that was taken included
non-financial business information,
customer contact lists and financial
information.

While human-resource consult-
ants advise businesses to use cau-
tion when dealing with laid-off em-
ployees, some are more lenient.
Michelle Liro had five-weeks no-
tice that she was being let go from
her director of marketing position
at a telecommunications company.
This gave her time to hunt for a
new job and move email contacts
of friends and colleagues to Face-
book and LinkedIn. She was also
able to take digital copies of ban-
ner ad campaigns and Web site
graphics she designed.

The company even let Ms. Liro
keep her work laptop after they
wiped clean all of the files and soft-
ware. “It only makes sense for com-
panies to work with their employ-
ees,” says Ms. Liro, from Holliston,
Mass. “You really do want to leave
on a positive note.”

At Laughlin Constable, a market-
ing company in Chicago, laid-off or
fired employees have their com-
puter access limited and email re-
stricted as soon as they are notified
that they will be let go, says Joyce
O’Brien, executive vice president of

human resources.
“About 70% of our employees

ask to have something off of their
computer” when they are laid off,
Ms. O’Brien says. Requests for per-
sonal files are reviewed by the in-
formation-technology depart-
ment, human resources and the
chief financial officer, she says.
The company tries to give back per-
sonal information to laid-off work-
ers as long as it isn’t a sensitive ter-
mination, Ms. O’Brien says. The
personal files are retrieved by the
company.

Still, employees are better off as-
suming that their company will take
a conservative approach, says
James Bucking, an employment law-
yer for Foley Hoag LLP in Boston.
Workers, especially those worried
about layoffs, shouldn’t put per-
sonal files on their work computer,
he says. “You run the risk of not be-
ing able to get it back,” Mr. Bucking
says.

Employees worried about their
job security should review those

forms they signed, and maybe for-
got about, when they were hired.
They should look at the company’s
electronic-communications policy,
employee guidelines and non-com-
pete agreements to make sure they
understand everything properly.
When employees sign these agree-
ments, they should also make copies
to save at home, too, says Ms.
Yancey. Those that break these
agreements risk being fired or sued
by their employer, she adds.

You should also be aware that
the contact information for busi-
ness associates made during em-
ployment and stored on an office
computer—or even a Rolodex—usu-
ally belongs to the company, Mr.
Bucking says.

When Tony Scida was laid off re-
cently from his proofreader posi-
tion at a small advertising agency in
Richmond, Va., he didn’t take any
email contacts from his computer
because he signed a non-compete
agreement. That didn’t much mat-
ter. He found most of them on Face-
book and LinkedIn, and can contact
them there.

In an age where employees con-
nect with business associates on
social-networking sites, it’s not al-
ways easy for a company to hang
on to contact information. “It is re-
ally a whole new world out there
with all this new stuff,” Mr. Hyman
says. “The concept of what the
Rolodex is has really expanded.”

Continued from page 28
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It’s a good time to
review a company’s
policy on electronic
communications.
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Mumbai police probe plot
to disable Ambani helicopter

P&G makes a play for men
Company considers
upscale products
for spas and salons

Getting a facelift
Net sales of P&G’s beauty and 
grooming division, in billions
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P&G's lineup includes
beauty cream for women
and razors for men.

By Eric Bellman

MUMBAI—An alleged act of sabo-
tage on the helicopter of Indian bil-
lionaire Anil Ambani has spawned a
criminal investigation. The me-
chanic who uncovered last week’s at-
tempt to tamper with the aircraft’s
engine was run over by a commuter
train Tuesday, in what police say
they believe was a suicide.

On Wednesday, a senior Mumbai
police officer said there is no evi-
dence so far that the alleged sabo-
tage was an assassination attempt
by business rivals of Mr. Ambani, a
telecom and media magnate who
heads Reliance Communications
Ltd.

A spokesman for Mr. Ambani de-
clined to comment on the investiga-
tion.

Police launched their investiga-
tion after the mechanic on April 23
found that gravel had been poured
into the engine of a helicopter used
by Mr. Ambani. A complaint filed
with police by the helicopter’s pilot
said the mud and pebbles in the en-
gine would have caused a crash land-
ing and were evidence that “some
persons, possible business rivals,
were attempting to take away the
life of Mr. Anil Ambani.”

Deven Bharti, an additional com-
missioner of the crime branch of the
Mumbai Police, said that while po-
lice expect to find the people respon-
sible for the tampering soon, “we
don’t want to draw conclusions at
this stage.” Police are continuing to
figure out who sabotaged the craft,
he said.

Police interviewed the me-
chanic, Bharat Borge, as part of the
probe. Police said witnesses saw a
man, who was the mechanic, step in
front of a train. Mr. Borge was carry-
ing a note, according to police, who
said he wrote that he was under
stress as investigators as well as oth-
ers were making him feel as if he
might be the culprit in the case.

Mr. Bharti of the Mumbai police
said Wednesday that investigators
were still questioning two or three
people from Air Works Engineering
Pvt. Ltd., the maintenance company
that took care of the helicopter.

Ravi S. Menon, the Mumbai-
based director and group head of
Air Works, said the company is coop-
erating with the investigation.

Mr. Borge had found the problem
with the Bell 412 helicopter, owned
by a unit of Reliance ADA Group, that
was scheduled to take Mr. Ambani to
work in Mumbai from his home.

Mr. Ambani’s fortune is esti-
mated at more than $10 billion. His
flagship company Reliance Commu-
nications is India’s second-largest
cellphone company by subscribers.
Mr. Ambani, 49 years old, also has in-
terests in power, finance, cinemas
and films. His Reliance Big Entertain-
ment has pledged hundreds of mil-
lions of dollars to help the principals
of Steven Spielberg’s DreamWorks
SKG make movies.
 —Sonya Misquitta

contributed to this article.

Sanofi net rises, but pipeline to shrink

By Hilde Arends

FRANKFURT—SAP AG’s first-
quarter profit fell 16%, with the busi-
ness-software company hurt by re-
structuring charges and challenging
economic conditions.

Net profit fell to Œ204 million
($268.1 million) from Œ242 million a
year earlier.

Revenue fell 2.6% to Œ2.4
billion from Œ2.46 billion.

Software revenue, a
closely watched indicator of
demand, plummeted 33% to
Œ418 million. The company,
based in Walldorf, Germany,
cited a “difficult operating
environment world-wide
due to the global economic
downturn.”

The business-software
sector has been struggling
as customers cut back on software up-
grades and new products to cut costs.

“While visibility for software
revenues remains limited, we con-
tinue to take the necessary steps
to protect our margin in this tough
operating environment,” said Co-
Chief Executive Leo Apotheker,

said in a statement.
SAP’s earnings were reduced

by Œ160 million in restructuring
charges related to previously an-
nounced job cuts affecting 2,200
jobs in the first quarter. For the
year, the company forecasts Œ200
million to Œ300 million in charges
for total job cuts of 3,000, bringing

its work force to 48,500.
The thinning program,
started in October, is ex-
pected to save Œ300 mil-
lion to Œ350 million annu-
ally starting next year.

SAP, which is the
world’s leading provider of
business software by mar-
ket share and competes
with Oracle Corp. and Mi-
crosoft Corp., declined to
give a full-year outlook for
its software and software-

related service revenue, but reiter-
ated its forecast for 2009. Oracle
last week agreed to buy Sun Micro-
systems Inc. for $5.6 billion.

Mr. Apotheker said Wednesday
in a TV interview that SAP “won’t
hesitate” if sensible acquisition op-
portunity arises.

SAP profit declines 16%
as software sales slump

Anil Ambani, an avid runner, takes part
in the Mumbai Marathon in January.

By Ellen Byron

Procter & Gamble Co. is giving
its beauty and grooming division a
makeover.

As sales falter in its $27.8 billion
global division, P&G plans to restruc-
ture the unit to make a greater play
for men and could develop new prod-
ucts for high-end retailers, salons
and spas, according to an internal
company memo reviewed by The
Wall Street Journal.

The division’s chief, Ed Shirley, is
the highest-ranking employee from
the 2005 acquisition of Gillette and
the move appears to be an effort by
the notoriously bureaucratic P&G to
adopt some of Gillette’s operational
agility.

Fixing its beauty business unit,
which generates a third of the com-
pany’s total sales and earnings, is a
priority for P&G.

“We have announced organiza-
tional changes designed to support
our plans for growth,” a P&G spokes-
woman said.

During boom times, the com-
pany bet the allure of products such
as Olay skin cream, Pantene sham-
poo and Hugo Boss fragrances
would generate fatter profit mar-
gins than its laundry detergent, toi-
let paper and other household sta-
ples. But in recent quarters, P&G’s
beauty-division sales have sagged
as shoppers tighten their belts and a
major shampoo initiative fell flat. In
the quarter ended Dec. 31, beauty
sales fell 4% to $4.9 billion com-
pared with the year-earlier period,
while earnings for the unit fell 10%
to $799 million. Grooming sales fell
7% to $2 billion.

Investors await news of the
beauty unit’s latest financial results—

due out Thursday when P&G reports
quarterly earnings—as a significant
indicator of consumers’ willingness
to spend on discretionary items.

According to the memo sent to
P&G staff last week, the company
plans to reorient its beauty business
by gender, “to better serve ‘Him and
Her,’ rather than its typical organiza-
tion around product categories.

“Our principal beauty focus has
been winning with women, yet
we’re not broadly serving male con-
sumers’ needs outside of Gillette
and fine fragrances,” Mr. Shirley,
P&G’s vice chairman of global
beauty and grooming, wrote in the
memo. The new structure is ex-

pected to take effect July 1.
P&G’s Gillette razors and blades

already dominate mass-market re-
tailers by a wide margin, but in the
memo P&G suggests it may launch
upscale shaving products sold in
“prestige and luxury” outlets.

Additionally, P&G eyes expansion
into professional salons that could in-
clude “skin care, cosmetics and fra-
grances,” the memo states. Currently,
P&G sells hair color, shampoos and
otherproducts to professional salons.

In this recession, however, some
analysts wonder if P&G might be bet-
ter off sticking to basic household
necessities rather than discretion-
ary beauty products.

By Elena Berton

Sanofi-Aventis SA said it will
drop 14 candidates from its pipeline
of experimental drugs as it reported
a 19% increase in first-quarter net
profit, thanks to tight cost controls.

The overhaul, which will leave
Sanofi-Aventis with 51 candidates in
its portfolio, had been expected
since February, when Sanofi Chief
Executive Chris Viehbacher said the
drug maker had begun a review of
its research and development opera-
tions.

The Paris-based drug maker said

it will refocus its resources on more
promising late-stage products, includ-
ing the pediatric vaccine Hexaxim
and the cancer treatment aflibercept.

Sanofi posted net profit in the lat-
est quarter of Œ1.58 billion ($2.08 bil-
lion), up from Œ1.33 billion.

Net sales increased 2.5% to Œ7.11
billion from Œ6.93 billion, reflecting
the appreciation of the dollar
against the euro. At a constant-ex-
change rate, sales slipped 0.2%.

One of Sanofi’s top performers in
the quarter was the diabetes treat-
ment Lantus, which saw its sales
jump 27% to Œ747 million on a con-

stant-exchange basis.
Mr. Viehbacher said the decisions

to discontinue some mid- and late-
stage projects were based on a drug’s
efficacy, whether there were some
safety issues with a drug or a drug
didn’t deliver enough value to pa-
tients. The late-stage experimental
drugs being discontinued include the
antidepressant saredutant and a
treatment for high cholesterol levels.

Sanofi is also returning the
rights to develop cancer vaccine Tro-
Vax to its partner, U.K. biotech com-
pany Oxford BioMedica PLC as a
part of the overhaul.

Peter Cartwright, an analyst at
London-based brokerage Fiske, said
he wasn’t surprised by the outcome
of the pipeline review.

“All drug companies are taking a
harsh look at their R&D pipeline,”
Mr. Cartwright said.

Turning to Sanofi’s acquisition
strategy, Mr. Viehbacher said the
company isn’t in active talks at the
moment but continues to look for in-
teresting takeover targets.

Earlier this month, Sanofi ac-
quired Mexican generic-drug maker
Laboratorios Kendrick, Brazil’s Med-
ley SA and BiPar Sciences Inc., a
closely held U.S. biotech company.
 —Nicolas Parasie
in Paris contributed to this report.

Leo Apotheker

CORPORATE NEWS

By Romit Guha

And R. Jai Krishna

BANGALORE—Bharti Airtel Ltd.
posted a 21% rise in fiscal fourth-quar-
ter net profit on record subscriber
gains, but key indicators showed that
stiff competition took a toll.

BhartiAirtel,India’slargestmobile
phoneoperatorbynumberofsubscrib-
ers, has been expanding aggressively
into rural markets and lowering tar-
iffs,leadingtoadeclineinaveragereve-
nueperuserandminutesofusage.The
company is trying to stay ahead of ri-

vals in India, whose addition of about
10 million users a month makes it the
world’sfastest-growingtelecommuni-
cationsmarket.

Bharti Airtel said net profit
climbed to 22.39 billion rupees
($444.7 million) in the quarter
ended March from 18.53 billion ru-
pees a year earlier, based on U.S. ac-
counting standards. Revenue rose
26% to 98.25 billion rupees after the
company added 8.4 million custom-
ers, its highest for a quarter since
the New Delhi-based company
launched mobile operations in 1995.

Bharti Airtel’s earnings climb 21%
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Dell aims for style with new laptop and PC
Adamo, Studio One
offer functionality;
slow Vista system

Any big flu vaccine
drive carries its own
risks. Page 30

Time Warner
primed to spin off
AOL unit. Page 4

By Walter S. Mossberg

D
ELL is bound and deter-
mined to show that it
can be a bigger player in
the consumer market.
The company also is try-

ing to shake its reputation for
stodgy design.

I’ve been testing two new Dells
that aim to prove both points. One is

a pricey, style-con-
scious, ultrathin
laptop; the other is
an economical
all-in-one desktop

with an optional touch screen that
lets you flick through pictures, mu-
sic and video, and perform other
tasks, with just your fingers.

Both computers, the Adamo lap-
top and the Studio One 19 desktop,
are attractive andfunctional.Butnei-
ther is ground-breaking. The laptop
is a belated competitor to superthin,
high-end machines like Apple’s Mac-
Book Air and Lenovo’s ThinkPad
X300 series. The desktop is a belated
competitor to Hewlett-Packard’s
TouchSmart touch-screen series.

Before getting into the physical
attributes of these computers, a ma-
jor caveat is in order: Both run Mi-
crosoft’s sluggish, annoying Win-
dows Vista operating system. That
puts them at a disadvantage to com-
puters using the faster Microsoft
Windows XP, or Apple’s superior
Leopard operating system.

The Studio One is handsome—

bordered with cloth, wrap-around
trim in red, blue, white or other col-
ors. And its optional touch screen is
a sexy feature, complemented by
special Dell touch software called
the Touch Zone. Perhaps its most
striking attribute is price. You can
get one for as little as $699, far be-
low the $1,200 base price of the HP
TouchSmart.

However, there’s a catch to this
low price. The $699 base model lacks
the touch screen. That costs $100 ex-
tra.Also,allofthe Studio One 19 mod-
els—even those configured to cost
more than $1,000—have a relatively
small screen: just 18.5 inches. The
base model of the HP has a 22-inch
screen.

Dell says it deliberately made the
Studio One smaller so it would fit on
a kitchen counter, where family
members can walk up to it and use it
as a kiosk for viewing photos, surf-
ing the Web and performing other
tasks. It even comes with a family
calendar program, called Cozi; a
touch-based notepad feature for
leaving messages; and an appealing
finger-painting program for kids.

In my tests, all worked pretty
well, and the touch features also
work in regular Windows programs,
not just in the Touch Zone. The only
downside of this latter capability is
that, to make touch control easier,
Dell has blown up the text and graph-
ics in Vista, with the unfortunate
side effect of making some program

icons look jagged and fuzzy. (You
can turn this effect off.)

As for the kitchen scenario, I
have my doubts. In my kitchen, the
Studio One took up precious counter
space—it’s as wide as my micro-
wave—and the wired keyboard and
mouse on the cheaper models clut-
ter up the counter.

On the other hand, there’s noth-
ing cluttered about Dell’s new Ad-
amo laptop. Like the MacBook Air,
the Adamo uses a solid metal case
and a sealed battery, and it simulta-
neously projects sleekness and solid-
ity. It’s gorgeous, in both its black
and white versions, and feels great
in the hand. If the label was hidden,

you’d think it was from Sony or Ap-
ple, not Dell.

Like the Air and the ThinkPad
300 series, the Adamo uses a screen
that’s about 13 inches, with good res-
olution. And, like its two competi-
tors, it’s very thin. In fact, the Ad-
amo is thinner than the tapered Air
at the latter’s thickest point. The Ad-
amo also has a far better selection of
built-in ports than its Apple rival,
though almost all are inconve-
niently placed in a protruding strip

at the back of the machine.
Also, like the Air, the Adamo has

touch features built into its track-
pad. It has a built-in solid-state
drive, like the Apple and the Lenovo.
Such drives are faster and use less
power than regular hard disks, but
cost more. Also like the Air, it lacks a
DVD drive.

In my tests, the Adamo per-
formed fine, and drew admiring
glances wherever I took it. But the
Adamo has three big flaws.

First, it’s expensive for these eco-
nomic times—$2,000 with a 128-gi-
gabyte drive and two gigabytes of
memory. The Air can be bought for
$1,800, with a slightly smaller regu-

lar hard disk. With the
same size solid-state
drive as the Adamo, the
Air is $500 more.

Second, for all its
thinness, the Adamo is
relatively heavy. It
weighs 1.8 kilograms,
versus 1.4 kilograms for
the Air.

Finally, it has medio-
cre battery life. In my
tough battery test,
where I turn off all
power-saving features,
leave on Wi-Fi, and play
an endless loop of mu-

sic, the Adamo got just 2 hours and
44 minutes, which likely translates
in normal use to maybe 3.5 hours. By
contrast, the Air lasted 40 minutes
longer in the same test, and the Len-
ovo beat the Dell by 21 minutes.

With these machines, Dell is mak-
ing a strong bid to win back into con-
sumers’ hearts. It’s off to a decent
start.

Email to mossberg@wsj.com.

Wiped out: Along with jobs, laid-off lose emails, photos

Procter & Gamble is making a greater play
for men and could develop products for
high-end retailers, salons and spas. Page 5

PERSONAL
TECHNOLOGY

By Joseph De Avila

Michele Wallace not only lost
her job last May, she also lost fam-
ily photos and every personal and
business contact on her cellphone
and computer. She is still piecing
together her contacts on Facebook
and LinkedIn.

Before she was laid off, Ms. Wal-
lace had been with Medialink
Worldwide Inc., a video distribu-
tion company in New York, for 18
years, most recently as senior vice
president of client services. After
she learned she was let go, the com-
pany’s information technology
staff shut down her computer and
her BlackBerry.

"I couldn't even call my sister
because I don't know her number
off the top of my head," says Ms.
Wallace, now a 47-year-old manag-
ing director at Mega Media World-
wide and living in Asbury Park,
N.J. "I know you shouldn't even
have that stuff on the computer,"
she says. But in the course of work-

ing 10- to 12-hour days for several
years "you don't pay as much atten-
tion as to how much is personal on
your computer."

As layoffs sweep out employees
in so many industries, their per-
sonal information is winding up in
the dustbin, as well. Most workers
know better than to store personal
files on their office computer. But
employees who spend the majority
of their time at the office often
treat the company PC as their per-
sonal gadget, filling it with music,
photos, personal contact informa-
tion—even using the computer’s
calendar to track a kid’s sports
schedule. A newly laid-off worker
may be anguished to learn that his
digital belongings are company
property.

Most companies today have
newly hired employees sign elec-
tronic communications policies
that generally state they have no
rights to privacy or rights of owner-
ship over the content on the com-
pany computers. It doesn't matter

if those files are wedding photos or
family phone numbers. “It still be-
longs to the company if it’s stored
on a company issued computer,”
says Allison Brecher, director of in-
formation management and strat-
egy and senior litigation counsel,
at Marsh & McLennan Companies,
Inc., a consulting business.

After an employee leaves, a com-
pany will typically just delete
those files, wiping a computer
clean. In professions where com-
munication between clients is im-
portant, like in sales or finance,
companies might keep email corre-
spondence for their records, says
Jonathan Hyman, a partner at the
law firm Kohrman Jackson &
Krantz PLL in Cleveland.

Earlier this year Katie Morse was
caught off guard when she was laid
off from a telecommunications com-
pany in Charlotte, N.C., where she
worked in the marketing and com-
munication department. After fill-
ing out paperwork and being
briefed by her supervisors, she was

escorted to her desk to collect her
things. “Anything that was on my
computer I didn’t have access to,”
says Ms. Morse, now living in Brook-
lyn. “I honestly wish I was able to
take my contacts with me.”

Companies often lock down com-
puters and restrict access to email
as soon as an employee is let go.
“That could vary, but I think it’s
safer to expect a harsh response,”
says Janine Yancey, chief executive
for emTRAiN, a human-resource
training company.

Whether laid-off workers are al-
lowed to retrieve personal files de-
pends on the industry and the size of
the business. “If you go into a bigger
organization, they are going to im-
plement a standard across the
board,” which tends to be more re-
strictive, Ms. Yancey says. Smaller
organizations may be more lenient.
Some professions, brokers or finan-
cial advisers, for example, may be
constrained by regulatory require-
ments with regard to the access they
can give laid-off workers, Ms.

Brecher says.
Companies often go to extreme

lengths to protect themselves in the
time of layoffs. Some scour through
their former employees’ emails,
says Mr. Hyman. “If they think an em-
ployee has stolen anything, they will
look for that,” he says. Companies
fearing lawsuits from disgruntled
former employees may have their in-
formation-technology department
or an outside firm search through
the emails, too, Mr. Hyman says.

From a business standpoint, com-
panies that give laid-off workers ac-
cess to work computers and email
risk exposure to data theft, com-
puter viruses and lost contact lists.
“You don’t want somebody going in
and downloading their whole con-
tact base,” Ms. Yancey says. “That
contact base belongs to the em-
ployer.”

A recent survey by The Ponemon
Institute, a privacy research group
in Traverse City, Mich., found that
nearly 60% of employees who lost or

Please turn to page 29
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ArcelorMittal posts loss
Steelmaker plans
to raise $3 billion
to shore up finances

Unused rolls of steel sat at an ArcelorMittal plant in France in December. The
company said its plants are operating at 50% of capacity but it sees signs of recovery.

By Robert Guy Matthews

ArcelorMittal swung to a $1.06
billion first-quarter loss as steel de-
mand worsened and said it will offer
$3 billion in shares and convertible
notes to lower debt and strengthen
its balance sheet.

But the steelmaker, the world’s
largest by production, said it is see-
ing signs of recovery in some mar-
kets, including China, South Amer-
ica and the United States. The com-
pany nevertheless might consider
permanently closing U.S. plants
that serve the automotive sector if

that industry doesn’t rebound.
ArcelorMittal’s first-quarter net

loss amounted to 78 cents a share,
compared with net income of $2.4
billion, or $1.69 a share, a year ear-
lier. Sales fell 49% to $15.12 billion
from $29.81 billion.

The company said its plants are
operating at about 50% capacity, a
generally unprofitable level, and
added that it will continue to shift
production to lower-cost plants
from its higher cost facilities.

“Steel demand continues to be
very weak,” said Chief Executive Of-
ficer Lakshmi Mittal. “Volume and
pricing deteriorated more in the
first quarter,” compared with the
fourth quarter of 2008.

ArcelorMittal joins U.S. Steel
Corp., China’s Angang Steel Co. and
Nucor Corp. in reporting a first-
quarter loss. But Luxembourg-

based Arcelor was more upbeat
than its competitors about a poten-
tial market turnaround.

Inventory levels in the U.S. are
the lowest in decades, said Mr. Mit-
tal, and he expects prices for some
products will begin to rise there.
The company said it already is see-
ing price increases in some parts of
the world for stainless steel and re-
bar, which is used to stengthen con-
crete and other materials.

Arcelor also said construction
markets in the Middle East and
South America are starting to re-
bound, and the Chinese stimulus
package is beginning to increase de-
mand there, according to Mr. Mittal.
In addition, ArcelorMittal expects
its raw-materials costs to decline in
the second quarter.

Mr. Mittal said the steel indus-
try’s recovery is inevitable, but he

added that the company “would re-
main cautious.”

That cautiousness is partly why
ArcelorMittal said it would issue $3

billion in common stock and convert-
ible notes.

“We are four months into this cri-
sis, and we feel this is the right time
for the company to address its bal-
ance sheet and accelerate its net
debt reduction,” said Chief Finan-
cial Officer Aditya Mittal.

ArcelorMittal’s debt rose $200
million to $26.7 billion in the quarter,
but the company said it would reduce
debt to $22.5 billion by year-end.

CORPORATE NEWS
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By Ross Kelly

SYDNEY—Fortescue Metals Ltd.
reported a steep fall in fiscal third-
quarter earnings and downgraded its
annual production guidance by 15% as
excessive rain cut output and wilting
demand for iron ore reduced prices.

The Australian miner said iron
ore mined in the three months
ended March 31 fell 23% to 6.65 mil-
lion metric tons from 8.46 million
tons in the previous quarter. Earn-
ings before interest tax, deprecia-
tion and amortization fell 61% to
US$75 million, from US$193 mil-
lion in the previous quarter.

Revenue fell to US$381 million
from US$482 million, while cash op-
erating costs per ton of ore mined
rose to US$32.02 from US$26.55 as
wet weather increased the damp-
ness of feedstock.

A significant downturn in the
global iron-ore market has
crimped iron-ore demand and re-
duced prices. But Perth-based
Fortescue, which recently received
regulatory approval for a 664 mil-
lion Australian dollar (US$469.2
million) investment in the com-
pany by China’s Hunan Valin Iron
& Steel Group Co., sells ore on an-
nual contracts. Those contracts
are expected to be renegotiated
over the next several weeks.

A benchmark price, usually nego-
tiated from April 1, hasn’t been set
so Fortescue is selling its ore at an in-
terim price, which ranged between
US$60 and US$70 per dry metric ton
over the January-March quarter.

Fortescue scaled back drill and
blast mining during the quarter to
focus more on surface mining. But
surface mining production was hit
by severe rain in the key Pilbara re-
gion in late February and March.
The company said it won’t be able
to make up that lost production and
set its full-year sales guidance at 26
million metric tons, down about
15% from previous guidance.

Fortescue said it had US$191 mil-
lion in cash at March 31 and US$51
million in security deposits.

Fortescue profit
and output drop;
outlook weakens
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.70 $25.52 –0.13 –0.51%
Alcoa AA 22.00 8.80 0.28 3.29%
AmExpress AXP 24.00 24.95 0.80 3.31%
BankAm BAC 427.90 8.68 0.53 6.50%
Boeing BA 7.40 40.55 1.70 4.38%
Caterpillar CAT 11.70 33.69 0.91 2.78%
Chevron CVX 10.70 67.56 1.57 2.38%
Citigroup C 212.00 3.12 0.23 7.96%
CocaCola KO 9.50 42.71 0.43 1.02%
Disney DIS 27.00 21.01 1.50 7.69%
DuPont DD 7.20 28.02 0.51 1.85%
ExxonMobil XOM 24.40 68.44 1.36 2.03%
GenElec GE 97.80 12.22 0.22 1.83%
GenMotor GM 35.90 1.81 0.00 0.00%
HewlettPk HPQ 13.20 36.45 1.03 2.91%
HomeDpt HD 20.70 26.34 0.27 1.04%
Intel INTC 57.80 15.35 0.30 1.99%
IBM IBM 9.40 104.04 2.10 2.06%
JPMorgChas JPM 76.70 34.48 1.69 5.15%
JohnsJohns JNJ 17.20 51.03 0.38 0.75%
KftFoods KFT 9.00 23.27 0.47 2.06%
McDonalds MCD 8.40 54.41 –0.12 –0.22%
Merck MRK 26.90 23.90 0.73 3.15%
Microsoft MSFT 74.00 20.25 0.32 1.61%
Pfizer PFE 73.30 13.43 0.04 0.30%
ProctGamb PG 9.50 50.42 0.73 1.47%
3M MMM 4.20 57.52 0.97 1.72%
UnitedTech UTX 5.20 48.91 0.94 1.96%
Verizon VZ 19.20 30.41 –0.55 –1.78%
WalMart WMT 33.00 50.45 1.98 4.09%

Dow Jones Industrial Average P/E: 32
LAST: 8185.73 s 168.78, or 2.11%

YEAR TO DATE: t 590.66, or 6.7%

OVER 52 WEEKS t 4,634.40, or 36.1%

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

Follow the markets throughout
the day, with updated stock
quotes, news and commentary
at WSJ.com/Europe.
Also, receive email alerts that
summarize the day’s trading in
Europe and Asia.
To sign up, go to
WSJ.com/Online Today

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

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

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

Hammerson  719 –20 –30 –62 GKN Hldgs  481 13 –57 –228

Gov & Co Bk Irlnd 380 –15 –44 –203 Brit Awys  743 13 19 –7

Rank Gp 315 –15 –18 –60 Bay Motoren Werke 230 14 –13 –107

Stmicroelectronics  146 –12 –24 –42 Societe Air France 440 15 7 –14

Kingfisher 199 –10 –31 –123 Renault 376 16 –5 –50

Rentokil Initial 1927 336 –10 –17 –102 Peugeot SA 330 17 –18 –90

Alcatel Lucent 970 –9 –68 –501 ArcelorMittal Fin 831 31 –67 –184

Stora Enso  576 –7 –34 –78 Carlton Comms 739 32 113 –59

Unibal Rodamco 335 –7 –19 –34 ITV Plc 750 33 109 –56

Norske Skogindustrier 1114 –7 –37 –103 TUI AG 1829 62 49 –292

Source: Markit Group

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

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

Barclays U.K. Banks $31.7 2.57 10.44% –42.3% –61.1%

ING Groep Netherlands Life Insurance 17.9 6.49 10.20 –73.5 –79.6

Siemens Germany Diversified Industrials 62.2 51.32 8.16 –32.1 –30.3

Anglo Amer U.K. General Mining 28.6 14.42 7.45 –55.9 –40.0

Rio Tinto U.K. General Mining 39.7 26.81 6.47 –54.6 –12.7

ArcelorMittal Luxembourg Iron & Steel $34.6 17.98 –3.70% –68.3 ...

Bayer Germany Specialty Chemicals 37.9 37.37 –3.26 –31.8 5.7

SAP Germany Software 48.0 29.50 –2.12 –8.9 –31.5

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 88.9 143.70 –1.91 –16.8 –24.3

Tesco U.K. Food Retailers & Whlslrs 39.8 3.43 –1.41 –20.1 7.6

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Banco Santander 75.3 6.96 6.10% –46.1% –38.2%
Spain (Banks)
BNP Paribas S.A. 47.2 39.00 6.06 –43.7 –47.8
France (Banks)
UBS 38.9 15.08 5.97 –53.9 –76.4
Switzerland (Banks)
Sanofi-Aventis S.A. 75.7 43.40 4.25 –13.5 –42.2
France (Pharmaceuticals)
Allianz SE 42.1 70.08 3.98 –46.5 –46.8
Germany (Full Line Insurance)
E.ON 67.4 25.37 3.98 –41.8 –19.5
Germany (Multiutilities)
AXA S.A. 32.1 11.57 3.72 –51.6 –59.7
France (Full Line Insurance)
Banco Bilbao Viz 39.9 8.03 3.48 –44.7 –52.9
Spain (Banks)
Iberdrola S.A. 39.0 5.88 3.16 –37.5 –10.1
Spain (Conventional Electricity)
Daimler 34.8 27.19 3.07 –45.5 –36.1
Germany (Automobiles)
GDF Suez 77.7 26.74 3.04 –36.8 –8.3
France (Multiutilities)
Nokia 52.8 10.48 2.95 –46.9 –41.8
Finland (Telecoms Equipment)
L.M. Ericsson Tel B 28.6 77.20 2.80 1.1 –40.4
Sweden (Telecoms Equipment)
Credit Suisse Grp 45.7 43.90 2.67 –23.9 –42.8
Switzerland (Banks)
Diageo 32.5 7.97 2.64 –22.9 –11.3
U.K. (Distillers & Vintners)
Intesa Sanpaolo 36.2 2.30 2.45 –52.1 –50.6
Italy (Banks)
Unilever 34.7 15.25 2.18 –29.4 –19.8
Netherlands (Food Products)
Deutsche Bk 31.1 41.10 2.07 –46.6 –57.0
Germany (Banks)
ENI 86.1 16.20 2.02 –34.5 –33.3
Italy (Integrated Oil & Gas)
HSBC Hldgs 118.2 4.65 1.81 –39.3 –44.1
U.K. (Banks)

BG Grp 56.9 10.77 1.80% –12.5% 44.5%
U.K. (Integrated Oil & Gas)
BHP Billiton 45.5 13.82 1.69 –23.2 20.4
U.K. (General Mining)
UniCredit 32.9 1.86 1.64 –61.9 –69.4
Italy (Banks)
Koninklijke Phlps 17.3 13.41 1.63 –44.5 –49.7
Netherlands (Consumer Electronics)
France Telecom 57.9 16.69 1.55 –17.2 –9.9
France (Fixed Line Telecoms)
British Amer Tob 48.4 16.18 1.31 –14.7 18.2
U.K. (Tobacco)
BP 149.3 4.89 1.19 –19.9 –27.7
U.K. (Integrated Oil & Gas)
Vodafone Grp 107.3 1.25 1.18 –22.2 –0.9
U.K. (Mobile Telecoms)
Royal Dutch Shll 81.9 17.41 0.96 –32.6 –36.0
U.K. (Integrated Oil & Gas)
Total S.A. 121.0 38.45 0.93 –28.7 –28.8
France (Integrated Oil & Gas)
Assicurazioni Gen 28.3 15.13 0.67 –47.0 –43.8
Italy (Full Line Insurance)
ABB 33.0 16.15 0.56 –48.4 –6.4
Switzerland (Industrial Machinery)
Novartis 99.4 42.72 0.56 –18.9 –38.9
Switzerland (Pharmaceuticals)
Soc. Generale 28.0 36.30 0.53 –51.7 –67.7
France (Banks)
Astrazeneca 52.4 24.43 0.45 14.8 –17.9
U.K. (Pharmaceuticals)
Deutsche Telekom 52.7 9.11 0.22 –21.1 –36.7
Germany (Mobile Telecoms)
Telefonica S.A. 91.2 14.61 –0.34 –21.3 15.4
Spain (Fixed Line Telecoms)
BASF 32.4 26.61 –0.78 –41.9 –21.1
Germany (Commodity Chemicals)
GlaxoSmithKline 87.7 10.39 –0.86 –7.3 –32.9
U.K. (Pharmaceuticals)
Nestle S.A. 126.1 37.42 –1.01 –24.7 –0.2
Switzerland (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.26% -0.29% 0.9% 2.3% -5.0%
Event Driven -0.14% 0.00% 0.7% 2.3% -26.7%
Distressed Securities 0.44% -0.35% -6.8% -9.7% -40.5%
Equity Market Neutral -0.61% -0.92% -2.7% -2.8% -10.5%
Equity Long/Short -0.12% -0.84% -2.1% -1.1% -16.4%

*Estimates as of 04/28/09, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 11/1 1.53 101.49% 0.02% 1.87 1.46 1.61

Eur. High Volatility: 11/1 2.94 103.55 0.04 3.89 2.82 3.29

Europe Crossover: 11/1 8.56 104.19 0.10 9.71 8.22 8.93

Asia ex-Japan IG: 11/1 3.16 101.47 0.04 3.84 2.97 3.28

Japan: 11/1 3.55 106.50 0.05 4.33 2.86 3.52

 Note: Data as of April 28

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

US: Bank revenues from equity capital markets

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

Source: Dealogic
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Tire maker reports loss
Continental predicts
a gradual recovery
over rest of the year

Taiwan PC makers signal bottom

Continental CEO Karl-Thomas Neumann
called first-quarter revenue ‘a disaster.’

CORPORATE NEWS

UMC posts loss, aims to buy chip firm

By Daniel Ong Kian Hong

And Perris Lee Choon Siong

TAIPEI—Taiwan’s three major
personal-computer makers reported
mixed results in the first quarter, but
all of them signaled that the market
may have bottomed out and condi-
tions are slowly improving.

Acer Inc. posted a 31% drop in
profit as consumers shifted to lower-
priced computers amid a slowdown
in the global economy. Contract lap-
top manufacturers Quanta Com-
puter Inc. and Compal Electronics
Inc. fared better than Acer, due in
part to foreign-exchange gains.

Global PC makers have been suf-
fering from tepid demand as the eco-
nomic slowdown world-wide makes
consumers wary about upgrading
their computers. To ensure that they
maintain growth, many have
launched low-priced models, but
those have squeezed manufacturers’
operating margins.

Acer, the world’s number three PC
brand by shipments behind Dell Inc.

and Hewlett-Packard Co., said first-
quarter net profit dropped to 2.03 bil-
lion New Taiwan dollars (US$60.1 mil-
lion) from NT$2.95 billion a year ear-
lier. Its first-quarter revenue fell
6.5% to NT$119.09 billion from
NT$127.38 billion.

Acer Chairman J.T. Wang said the
weak economy has forced consumers
to look for cheaper computers. Acer’s
operating margin in the first quarter
fell to 2.2% from 2.9% in the fourth-
quarter of 2008. Its operating mar-
gin for the full year will likely remain
at the same level, Mr. Wang said.

By contrast, Quanta Computer,
the world’s biggest contract maker of
laptop PCs by revenue, posted an un-
expected 9.5% rise in first-quarter
net profit to NT$4.38 billion from
NT$4.0 billion a year earlier, boosted
by foreign-exchange gains of
NT$1.69 billion.

Its first-quarter revenue fell 23%
to NT$156.0 billion from NT$202.64
billion a year earlier.

Quanta expects shipments in the
second quarter to rise more than 10%

from the January-March period.
Its smaller rival Compal said first-

quarter net profit fell 13% to NT$2.80
billion from NT$3.21 billion a year
earlier. Revenue rose 7.4% to
NT$109.18 billion from NT$101.64 bil-
lion a year earlier.

Compal booked foreign-ex-
change gains of NT$463 million in
the quarter.

Analysts said Quanta and Com-
pal fared better during the quarter
as they weren’t as aggressive in
pushing so-called netbooks—low-
priced laptops that sell for as little
as US$200.

Acer stands by its target to ship
between 10 million and 12 million
netbooks in 2009, and 32 million to
35 million laptops including net-
books, Acer President Gianfranco
Lanci said.

He said laptop shipments will
likely increase 35% to 40% from a
year earlier in the second quarter,
exceeding the 25% to 30% growth
expected for the company’s total
PC shipments.

By Christoph Rauwald

FRANKFURT—German auto-
parts supplier and tire maker Conti-
nental AG said Wednesday that it
swung to a net loss in the first quar-
ter as vehicle production contracted
sharply, but added that business has
picked up significantly in April and
is expected to recover further dur-
ing the course of the year.

“In terms of revenues, the first
quarter was a disaster,” Chief Execu-
tive Karl-Thomas Neumann said in a
telephone interview. He said that af-
ter a gradual improvement in 2009,
Continental “also expects to see
growth in 2010.”

Mr. Neumann added, however,
that the recovery was starting from
a low level after the steep market
downturn of recent months. “We
probably won’t see the level of 2007
again for a long time,” he said.

Continental reported a net loss
of Œ267 million ($350.9 million),
compared with a year-earlier net
profit of Œ167 million. Revenue fell
35% to Œ4.3 billion.

The loss was smaller than ex-
pected as cost cuts appeared to have
the desired effect, said Bankhaus
Lampe analyst Marc Gabriel.

Continental has initiated a pro-
gram to trim costs, including plans
to close several plants, in an effort
to adjust capacity to demand.

Mr. Neumann said that keeping
full-year forecasts will pose “a ma-
jor challenge” but that amid im-
proved market conditions, “we are
confident that we shall be able to
meet this challenge successfully.”

The CEO said fixed costs have
been trimmed by several hundred mil-
lion euros and that cuts in variable
costs amount to billions of euros.

“We are expecting a clear revival

in sales and operating results in the
second quarter of 2009 compared to
the very weak first quarter,” Mr. Neu-
mann said. Plant closures in the tire
divisions and the ContiTech unit
will lead to restructuring expenses
in coming quarters, he said.

Continental’s adjusted earnings
before interest and tax swung to a
loss of Œ46.6 million in the first quar-
ter from a profit of Œ582 million a
year earlier.

Net debt stood at Œ11 billion at
the end of March. “Our uppermost
goal remains that of reducing debt.
We still anticipate substantial free
cash flow in 2009,” Mr. Neumann
said. That will be achieved by omit-
ting a dividend and by making sub-
stantial cuts to capital spending and
expenses, he said.

Mr. Neumann said a joint con-
cept for future cooperation with
Schaeffler Group will be presented
within 100 days. Schaeffler and Con-
tinental are squeezed by combined
debt of about Œ20 billion after
Schaeffler’s takeover of Continental
and Continental’s earlier acquisi-
tion of Siemens AG’s automotive-
electronics unit, VDO.

Schaeffler so far has failed to
find an investor for the tie-up with
Continental; the deal faces a tough
test amid the industry downturn
and financial-market woes. Schaef-
fler is seeking aid from the German
government, but expects to find an
investor after the economy has re-
covered.

GLOBAL BUSINESS BRIEFS

Bayer AG

Earnings tumble by 44%
as demand for plastics falls

Germany’s Bayer AG reported a
44% drop in first-quarter net profit
as demand for its polymers and plas-
tics slumped. Net profit fell to Œ425
million ($559 million) from Œ762 mil-
lion a year earlier. Revenue dropped
7.5% to Œ7.9 billion. Sales at Bayer’s
MaterialScience unit dropped 35%
as demand for products such as car
seats and drywall declined. Bayer
HealthCare, which generates nearly
half of Bayer’s sales, posted a 3% in-
crease in revenue thanks to strong
demand for cancer drug Nexavar,
for which sales rose 36%. Crop-
Science, which manufactures herbi-
cides and fungicides, recorded a
7.2% rise in sales. Chief Executive
Werner Wenning said the company
saw “the first signs of a modest re-
covery” at MaterialScience.

—Compiled from staff
and wire service reports.

A
ss

oc
ia

te
d

Pr
es

s

By Jessie Ho

And Alex Pevzner

TAIPEI—United Microelectron-
ics Corp. reported a third consecu-
tive quarterly net loss as orders fell,
but it signaled that market condi-
tions are expected to improve in the
current quarter.

The company said its board ap-
proved the purchase of the 85%
stake it doesn’t already own in Chi-
nese chip company HeJian Technol-
ogy (Suzhou) Co. for US$285 mil-
lion to gain a piece of China’s fast-
growing chip market.

UMC, the world’s second-largest
contract chip manufacturer by reve-
nue after Taiwan Semiconductor
Manufacturing Co., reported a net
loss of 8.16 billion New Taiwan dol-
lars (US$241.5 million) for the first
quarter, compared with a net profit
of NT$205.8 million a year earlier.
Revenue fell 55% to NT$10.84 billion.

Typically the first quarter is
the slowest selling season for chip
makers.

With orders improving, UMC
Chief Executive Shih-Wei Sun said
he expects the company to return to
a net profit in the second quarter.

UMC expects wafer shipments in
the second quarter to more than dou-
ble from the first quarter, when the
company shipped 384,000 eight-
inch-equivalent wafers.

It expects the average selling
price of its chips to fall less than 5%
from the first quarter, with the ca-
pacity-utilization rate leaping to
75% from 30%.

UMC will acquire HeJian—a Chi-
nese chip maker set up by former em-
ployees of UMC—by merging with
Infoshine Technology Ltd., He-
Jian’s holding company, which is reg-
istered in the British Virgin Islands.

France Télécom SA

France Télécom SA posted a 7.1%
drop in earnings before interest,
taxes, depreciation and amortiza-
tion Wednesday but stuck to its full-
year outlook. Ebitda dropped to
Œ4.3 billion ($5.65 billion) from
Œ4.63 billion a year earlier. Revenue
was down 2.6% at Œ12.69 billion
from Œ13.03 billion. Earnings and
revenue were pulled down by cur-
rency fluctuations and challenging
economic conditions, particularly
in Spain, the U.K. and Poland. Domes-
tic revenue, which accounts for
nearly half of total sales, was up
1.9%. France Télécom confirmed its
target of generating Œ8 billion in
free cash flow in 2009, saying it
could further adjust capital expendi-
ture if necessary. The confident out-
look contrasted with Deutsche Tele-
kom AG, which last week issued a
profit warning.

Natixis SA

Natixis SA said Chief Executive
Officer Dominique Ferrero is to be
cast aside as the investment bank
continues its restructuring after in-
curring billions of euros in losses
last year. Natixis is more than 70%
owned by two mutual banks that are
in the process of merging: Caisse Na-
tionale des Caisses d’Epargne and
Banque Fédérale des Banques Popu-
laires. Natixis said François Pérol,
CEO of the merging parent banks,
took the decision not to renew Mr.
Ferrero’s mandate, which is to ex-
pire April 30. Natixis will propose
Laurent Mignon, 45 years old and a
partner at financial-services com-
pany Oddo & Cie, as new CEO. Mr.
Ferrero, 62, will remain an adviser
to Mr. Pérol. Messrs. Ferrero and Mi-
gnon weren’t available to give inter-
views, a Natixis representative said.

Norsk Hydro ASA

Norsk Hydro ASA said there is lit-
tle prospect of a short- or medium-
term upturn in its markets, as it
swung to a first-quarter net loss, hit
by low aluminum prices and weak
downstream markets. The Norwe-
gian aluminum and power company
reported a net loss of 347 million
Norwegian kroner ($51.9 million),
compared with a year-earlier net
profit of 1.1 billion kroner. Revenue
fell 22% to 16.85 billion kroner. The
company has already curtailed
500,000 metric tons, or 30%, of its
2008 upstream production. Chief Ex-
ecutive Richard Brandtzaeg said the
company “will continue to take nec-
essary measures, adjusting our oper-
ations and costs to the challenging
market situation.” Norsk Hydro said
its $5.6 billion Qatalum smelter in
Qatar was on schedule to start up at
the turn of the year.

Publicis Groupe SA

French advertising company
Publicis Groupe SA reported a 4.4%
drop in first-quarter organic reve-
nue. The decline in organic revenue,
a metric that strips out acquisitions,
disposals and currency movements,
was less severe than the 5.8% drop
U.K.-based rival WPP Group PLC
posted Tuesday. Publicis, the owner
of Saatchi & Saatchi, said digital
growth helped to offset media-bud-
get cuts in other areas. Total reve-
nue rose to Œ1.08 billion ($1.42 bil-
lion) from Œ1.06 billion a year ear-
lier. The company said it will con-
tinue to manage costs tightly. “Staff
cuts are becoming significant,” said
Chief Executive Maurice Levy. Publi-
cis reiterated that it aims to post the
best margin of the sector in 2009 de-
spite a steep revenue decline from
car advertising.

Suez Environnement SA

Paris-based water and waste util-
ity Suez Environnement SA posted
a 9.4% drop in earnings before inter-
est, taxes, depreciation and amorti-
zation for the first quarter as the
economic downturn weighed on its
waste business. Suez Environne-
ment, which became a separately
listed company in July 2008 as part
of the GDF Suez SA merger, said
Ebitda fell to Œ436 million ($573 mil-
lion) from Œ482 million a year ear-
lier. Revenue fell 2.8% to Œ2.83 bil-
lion. The year-earlier figures are cal-
culated as if Suez had already ex-
isted as a separate company. Ebitda
was hit by Œ9 million in charges re-
lated to fuel hedging. The company
said it will stick to its 2009 target of
“low single digit” growth in reve-
nue and Ebitda, adding that it
would cut more costs and scale
back investment.

TNK-BP Ltd.

BP PLC’s Russian oil joint ven-
ture TNK-BP Ltd. increased its out-
put in the first three months of
2009, but net profit dropped more
than 80%. According to BP’s first-
quarter results published Tuesday,
the joint venture’s net income for
the quarter fell to $268 million
from $1.49 billion a year earlier.
Production of oil and gas rose 3.9%,
TNK-BP’s Interim Chief Executive
Tim Summers said. Earnings be-
fore interest, taxation, deprecia-
tion and amortization stood at
around $1.5 billion, Mr. Summers
said. TNK-BP could be seeking ac-
quisitions later this year, he added.
“If we can deal with these [difficult
times] better than our competi-
tors, it will open up new M&A op-
portunities,” Mr. Summers said
without elaborating. TNK-BP had a
cash balance of $1.9 billion at the
end of March .

Executive Travel Program

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

www.advantipro.de
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

3.07% 10 World -a % % 168.62 2.46%–41.2% 5.22% 10 U.S. Select Dividend -b % % 494.52 1.32%–37.7%

2.83% 14 Global Dow 1049.50 –0.13% –35.2% 1474.98 1.06% –44.9% 4.76% 14 Infrastructure 1187.90 0.21% –28.1% 1498.83 1.41% –38.9%

4.10% 16 Stoxx 600 197.30 1.92% –38.9% 195.48 3.40% –48.0% 2.24% 7 Luxury 688.20 0.22% –27.4% 772.11 1.42% –38.3%

4.23% 13 Stoxx Large 200 212.20 1.88% –39.0% 209.13 3.36% –48.0% 1.85% 8 BRIC 50 299.10 1.13% –38.7% 377.37 2.34% –47.9%

3.33% -25 Stoxx Mid 200 179.10 2.03% –38.3% 176.45 3.52% –47.4% 3.91% 10 Africa 50 603.70 0.26% –43.8% 507.06 1.46% –52.3%

3.62% 13 Stoxx Small 200 112.00 2.23% –39.1% 110.31 3.72% –48.1% 5.94% 6 GCC % % 1184.83 1.38% –59.4%

4.15% 13 Euro Stoxx 217.00 2.32% –40.7% 215.02 3.81% –49.5% 3.75% 9 Sustainability 654.70 0.79% –34.1% 732.65 2.16% –43.9%

4.24% 10 Euro Stoxx Large 200 232.20 2.32% –40.8% 228.70 3.81% –49.5% 2.92% 10 Islamic Market -a % % 1483.21 2.34% –36.5%

3.73% -15 Euro Stoxx Mid 200 199.00 2.29% –40.8% 195.88 3.77% –49.6% 3.17% 10 Islamic Market 100 1450.60 –0.16% –22.0% 1645.49 1.20% –33.6%

3.79% 9 Euro Stoxx Small 200 122.10 2.39% –40.4% 120.07 3.88% –49.2% 3.17% 10 Islamic Turkey -c % % % %

6.96% 5 Stoxx Select Dividend 30 1118.30 2.07% –53.7% 1269.73 3.55% –60.6% 2.45% 11 DJ U.S. TSM % % 8876.55 1.41% –36.6%

6.65% 7 Euro Stoxx Select Div 30 1286.10 2.42% –53.9% 1465.90 3.91% –60.7% % DJ-AIG Commodity 113.70 0.45% –38.4% 109.54 1.91% –47.5%

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

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

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

Australia 1.3819 2.0406 1.2168 0.1718 0.0417 0.2107 0.0143 0.3285 1.8339 0.2462 1.1496 ...

 Canada 1.2021 1.7751 1.0585 0.1495 0.0362 0.1833 0.0124 0.2857 1.5953 0.2142 ... 0.8699

 Denmark 5.6126 8.2878 4.9420 0.6979 0.1692 0.8557 0.0579 1.3341 7.4485 ... 4.6690 4.0616

 Euro 0.7535 1.1127 0.6635 0.0937 0.0227 0.1149 0.0078 0.1791 ... 0.1343 0.6268 0.5453

 Israel 4.2070 6.2123 3.7043 0.5231 0.1268 0.6414 0.0434 ... 5.5831 0.7496 3.4997 3.0444

 Japan 96.9650 143.1834 85.3791 12.0566 2.9237 14.7842 ... 23.0485 128.6823 17.2763 80.6630 70.1687

 Norway 6.5587 9.6849 5.7750 0.8155 0.1978 ... 0.0676 1.5590 8.7041 1.1686 5.4560 4.7462

 Russia 33.1655 48.9738 29.2027 4.1238 ... 5.0567 0.3420 7.8834 44.0139 5.9091 27.5896 24.0002

 Sweden 8.0425 11.8760 7.0815 ... 0.2425 1.2262 0.0829 1.9117 10.6732 1.4329 6.6904 5.8200

 Switzerland 1.1357 1.6770 ... 0.1412 0.0342 0.1732 0.0117 0.2700 1.5072 0.2023 0.9448 0.8218

 U.K. 0.6772 ... 0.5963 0.0842 0.0204 0.1033 0.0070 0.1610 0.8987 0.1207 0.5634 0.4901

 U.S. ... 1.4766 0.8805 0.1243 0.0302 0.1525 0.0103 0.2377 1.3271 0.1782 0.8319 0.7236

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 401.25 17.75 4.63% 826.00 314.00
Soybeans (cents/bu.) CBOT 1025.00 42.00 4.27 1,650.00 779.00
Wheat (cents/bu.) CBOT 532.00 10.00 1.92 1,144.75 447.00
Live cattle (cents/lb.) CME 82.950 1.000 1.22 116.700 78.600
Cocoa ($/ton) ICE-US 2,403 –1 –0.04% 3,220 1,932
Coffee (cents/lb.) ICE-US 116.50 0.25 0.22 181.60 106.60
Sugar (cents/lb.) ICE-US 14.08 0.04 0.28 15.99 9.97
Cotton (cents/lb.) ICE-US 53.34 0.59 1.12 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,480.00 24 0.98 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,725 –13 –0.75 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,472 1 0.07 2,314 1,434

Copper (cents/lb.) COMEX 200.50 8.85 4.62 372.00 129.95
Gold ($/troy oz.) COMEX 900.50 6.90 0.77 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1277.50 34.90 2.81 2,170.00 690.00
Aluminum ($/ton) LME 1,455.00 27.50 1.93 3,340.00 1,288.00
Tin ($/ton) LME 12,100.00 205.00 1.72 25,450.00 9,750.00
Copper ($/ton) LME 4,295.00 114.00 2.73 8,811.00 2,815.00
Lead ($/ton) LME 1,308.50 0.50 0.04 2,699.00 870.00
Zinc ($/ton) LME 1,389.50 41.50 3.08 2,350.00 1,065.00
Nickel ($/ton) LME 11,075 225 2.07 29,020 9,000

Crude oil ($/bbl.) NYMEX 50.97 1.05 2.10 147.91 40.85
Heating oil ($/gal.) NYMEX 1.3475 0.0145 1.09 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.4463 0.0468 3.34 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 3.403 –0.037 –1.08 11.840 3.261
Brent crude ($/bbl.) ICE-EU 50.78 0.79 1.58 150.10 41.72
Gas oil ($/ton) ICE-EU 434.50 8.25 1.94 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on April 29
Per In

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

Argentina peso-a 4.9385 0.2025 3.7213 0.2687

Brazil real 2.8903 0.3460 2.1779 0.4592

Canada dollar 1.5953 0.6268 1.2021 0.8319
1-mo. forward 1.5951 0.6269 1.2020 0.8320

3-mos. forward 1.5941 0.6273 1.2012 0.8325
6-mos. forward 1.5926 0.6279 1.2001 0.8333

Chile peso 781.86 0.001279 589.15 0.001697
Colombia peso 3040.19 0.0003289 2290.85 0.0004365

Ecuador US dollar-f 1.3271 0.7535 1 1
Mexico peso-a 18.1341 0.0551 13.6645 0.0732

Peru sol 4.0112 0.2493 3.0225 0.3309
Uruguay peso-e 31.917 0.0313 24.050 0.0416

U.S. dollar 1.3271 0.7535 1 1
Venezuela bolivar 2.85 0.350916 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8339 0.5453 1.3819 0.7237
China yuan 9.0568 0.1104 6.8245 0.1465

Hong Kong dollar 10.2854 0.0972 7.7503 0.1290
India rupee 66.3019 0.0151 49.9600 0.0200

Indonesia rupiah 14366 0.0000696 10825 0.0000924
Japan yen 128.68 0.007771 96.97 0.010313

1-mo. forward 128.63 0.007774 96.92 0.010317
3-mos. forward 128.50 0.007782 96.83 0.010328

6-mos. forward 128.27 0.007796 96.66 0.010346
Malaysia ringgit-c 4.7610 0.2100 3.5875 0.2787

New Zealand dollar 2.3171 0.4316 1.7460 0.5728
Pakistan rupee 106.964 0.0093 80.600 0.0124

Philippines peso 64.417 0.0155 48.540 0.0206
Singapore dollar 1.9698 0.5077 1.4843 0.6737

South Korea won 1773.93 0.0005637 1336.70 0.0007481
Taiwan dollar 44.650 0.02240 33.645 0.02972
Thailand baht 46.906 0.02132 35.345 0.02829

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

Euro zone euro 1 1 0.7535 1.3271

1-mo. forward 1.0001 0.9999 0.7536 1.3270

3-mos. forward 1.0003 0.9997 0.7537 1.3267

6-mos. forward 1.0003 0.9997 0.7538 1.3267

Czech Rep. koruna-b 26.758 0.0374 20.163 0.0496

Denmark krone 7.4485 0.1343 5.6126 0.1782

Hungary forint 289.20 0.003458 217.92 0.004589

Norway krone 8.7041 0.1149 6.5587 0.1525

Poland zloty 4.4103 0.2267 3.3233 0.3009

Russia ruble-d 44.014 0.02272 33.166 0.03015

Sweden krona 10.6732 0.0937 8.0425 0.1243

Switzerland franc 1.5072 0.6635 1.1357 0.8805

1-mo. forward 1.5065 0.6638 1.1352 0.8809

3-mos. forward 1.5049 0.6645 1.1340 0.8818

6-mos. forward 1.5021 0.6657 1.1319 0.8835

Turkey lira 2.1187 0.4720 1.5965 0.6264

U.K. pound 0.8987 1.1127 0.6772 1.4766

1-mo. forward 0.8987 1.1127 0.6772 1.4766

3-mos. forward 0.8987 1.1128 0.6772 1.4768

6-mos. forward 0.8985 1.1129 0.6771 1.4769

MIDDLE EAST/AFRICA
Bahrain dinar 0.5003 1.9988 0.3770 2.6526

Egypt pound-a 7.4795 0.1337 5.6360 0.1774

Israel shekel 5.5831 0.1791 4.2070 0.2377

Jordan dinar 0.9401 1.0637 0.7084 1.4116

Kuwait dinar 0.3868 2.5853 0.2915 3.4310

Lebanon pound 2000.60 0.0004998 1507.50 0.0006634

Saudi Arabia riyal 4.9773 0.2009 3.7505 0.2666

South Africa rand 11.3243 0.0883 8.5332 0.1172

United Arab dirham 4.8746 0.2051 3.6732 0.2722

SDR -f 0.8857 1.1290 0.6674 1.4984

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 16 EUROPE DJ Stoxx 600 197.28 3.71 1.92% 0.2% –38.9%

 13 DJ Stoxx 50 1997.50 30.92 1.57 –3.3% –38.3%

 13 Euro Zone DJ Euro Stoxx 216.99 4.92 2.32 –2.6% –40.8%

 9 DJ Euro Stoxx 50 2334.59 54.07 2.37 –4.8% –39.0%

 6 Austria ATX 1816.11 28.45 1.59 3.7% –57.4%

 12 Belgium Bel-20 1950.98 30.16 1.57 2.2% –50.3%

 7 Czech Republic PX 847.6 29.3 3.58 –1.2% –47.3%

 12 Denmark OMX Copenhagen 247.03 5.16 2.13 9.2% –39.3%

 10 Finland OMX Helsinki 5439.63 156.88 2.97 0.7% –44.1%

 10 France CAC-40 3116.94 65.92 2.16 –3.1% –37.6%

 13 Germany DAX 4704.56 97.14 2.11 –2.2% –32.3%

 … Hungary BUX 12878.61 513.37 4.15 5.2% –43.0%

 5 Ireland ISEQ 2500.35 102.02 4.25 6.7% –60.6%

 8 Italy S&P/MIB 18904 406 2.19 –2.9% –44.3%

 7 Netherlands AEX 238.07 3.24 1.38 –3.2% –49.9%

 7 Norway All-Shares 295.00 8.70 3.04 9.2% –44.9%

 17 Poland WIG 28273.93 955.39 3.50 3.8% –39.4%

 13 Portugal PSI 20 6671.68 138.77 2.12 5.2% –38.9%

 … Russia RTSI 814.78 30.77 3.92% 28.9% –61.6%

 7 Spain IBEX 35 8891.3 235.0 2.71 –3.3% –35.6%

 15 Sweden OMX Stockholm 238.41 4.88 2.09 16.7% –25.1%

 10 Switzerland SMI 5152.72 43.63 0.85 –6.9% –31.6%

 7 Turkey ISE National 100 30746.39 1557.38 5.34 14.5% –29.3%

 9 U.K. FTSE 100 4189.59 93.19 2.27 –5.5% –31.2%

 11 ASIA-PACIFIC DJ Asia-Pacific 90.64 0.82 0.91 –3.2% –40.6%

 9 Australia SPX/ASX 200 3695.3 –13.1 –0.35% –0.7% –34.0%

 … China CBN 600 21305.58 653.73 3.17 44.3% –32.0%

 12 Hong Kong Hang Seng 14956.95 401.84 2.76 4.0% –41.9%

 13 India Sensex 11403.25 401.50 3.65 18.2% –34.0%

 … Japan Nikkei Stock Average 8493.77 Closed –4.1% –38.7%

 … Singapore Straits Times 1849.57 41.16 2.28 5.0% –41.2%

 11 South Korea Kospi 1338.42 38.18 2.94 19.0% –26.7%

 11 AMERICAS DJ Americas 223.57 3.34 1.52 –1.1% –38.2%

 … Brazil Bovespa 47284.67 1463.23 3.19 25.9% –26.9%

 14 Mexico IPC 22194.81 532.28 2.46 –0.8% –27.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of April 29, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.90% 11 ALL COUNTRY (AC) WORLD* 217.77 –1.20% –4.4% –40.2%

3.90% 12 World (Developed Markets) 866.31 –1.16% –5.9% –39.7%

3.50% 13 World ex-EMU 102.21 –1.02% –5.0% –37.5%

3.70% 13 World ex-UK 869.56 –1.09% –5.9% –38.9%

4.90% 10 EAFE 1,138.30 –2.09% –8.0% –44.2%

3.90% 9 Emerging Markets (EM) 623.72 –1.55% 10.0% –43.5%

5.40% 9 EUROPE 67.58 –1.51% –2.7% –36.7%

6.10% 8 EMU 127.38 –1.90%–10.3% –49.7%

5.30% 10 Europe ex-UK 74.55 –1.57% –3.9% –37.0%

7.00% 7 Europe Value 75.35 –1.86% –2.8% –39.5%

4.00% 10 Europe Growth 58.90 –1.17% –2.5% –34.0%

5.30% 7 Europe Small Cap 114.12 –1.49% 13.0% –39.2%

4.30% 4 EM Europe 182.41 –1.28% 14.9% –52.6%

5.70% 7 UK 1,216.15 –1.70% –7.5% –28.4%

4.00% 8 Nordic Countries 106.60 –2.40% 8.7% –40.0%

3.20% 3 Russia 499.89 –1.45% 21.3% –62.1%

4.50% 9 South Africa 562.15 –0.19% –2.9% –21.6%

4.70% 10 AC ASIA PACIFIC EX-JAPAN 262.78 –2.29% 6.2% –42.2%

3.00% 20 Japan 504.01 –2.66% –4.9% –34.1%

3.20% 10 China 43.11 –1.74% 5.7% –33.7%

1.70% 12 India 429.10 –3.46% 16.2% –32.4%

1.90% 10 Korea 355.20 –2.86% 15.7% –24.4%

7.30% 9 Taiwan 206.49 –1.29% 19.1% –37.3%

2.90% 17 US BROAD MARKET 940.69 –0.17% –4.2% –34.5%

2.40% -48 US Small Cap 1,224.61 0.44% –1.8% –31.8%

3.90% 10 EM LATIN AMERICA 2,427.55 –0.39% 16.8% –43.8%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Germany to consider taking
detainees from Guantanamo

U.K. snipers and an observer in position during an April operation in Afghanistan, in an image from the U.K. defense ministry.
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ECONOMY & POLITICS

By Alistair MacDonald

U.K. Prime Minister Gordon
Brown all but ruled out sending
more troops on a long-term mission
to shore up NATO operations in Af-
ghanistan, in a blow to U.S. requests
for greater help from its allies.

The U.K., which has been the
U.S.’s biggest ally in Iraq and Af-
ghanistan, said it was in
part shifting its strategic
focus away from front-line
military action in favor of
building security and dem-
ocratic institutions in Af-
ghanistan and Pakistan.

U.S. President Barack
Obama’s plea for extra sup-
port at a North Atlantic
Treaty Organization sum-
mit in Germany this month
was met with contribu-
tions of just a few hundred
troops from Belgium and Spain and
of military police trainers from
France. The largest commitment
came from the U.K., which said it
would provide hundreds of extra
troops to support Afghan elections
in August.

Since then, the U.K. has been
mulling a more permanent increase
in troop levels, a person familiar
with the matter said. On Wednes-
day, Mr. Brown confirmed the U.K.
will contribute 700 extra troops to
provide security for the August
vote, but he said support levels will
be brought back down to the cur-
rent levels of 8,300 in the autumn.

“I believe that, with the deploy-
ment of over 8,000 troops … and

with the additional costs … we are
shouldering our share of the bur-
den on Afghanistan,” he told the
House of Commons Wednesday.
Mr. Brown said, however, that the
U.K. would keep the situation un-
der review based on conditions “on
the ground.”

On Wednesday, Australian
Prime Minister Kevin Rudd said he

will send an extra 450
troops to Afghanistan,
bringing his country’s to-
tal commitment there to
around 1,550.

Mr. Brown said that as
the U.S. moves more re-
sources into the south of
Afghanistan, where Brit-
ish troops have seen heavy
fighting, the U.K. will over
time shift the balance of
its operations toward
training the Afghan army

and police and to development aid.
The U.K. will help build the Afghan
national army to 134,000 from over
80,000 by late 2011, Mr. Brown
said. Already a major international
donor to Afghanistan, the U.K.
plans to spend more than £500 mil-
lion ($730 million) there over the
next four years.

Like Mr. Obama, the prime minis-
ter is widening his Afghanistan
strategy to include Pakistan. Britain
will increase aid to Pakistan, includ-
ing new money to help build coun-
terintelligence services, and rede-
ploy some spending to the country’s
border regions with Afghanistan.

“We can no longer consider the
terrorist threats arising from in the

two countries in isolation from
each other,” he told the House of
Commons. Three-quarters of the
most serious terrorism plots inves-
tigated in the U.K. have links to Paki-
stan, the British government says.

Although the U.K. is drawing
down its troop levels in Iraq to sev-
eral hundred by the end of July
from 4,000 currently, increasing
troop levels in Afghanistan is a dif-
ficult move for Mr. Brown, whose
cash-strapped government is try-
ing to cut spending and pare record

debt. In last week’s budget, the gov-
ernment said that current commit-
ments in Afghanistan would cost
the U.K. £3 billion for the year
2009-10, up from £2.6 billion in the
current year to end April.

Some British officers have said
that the armed services are already
stretched too far, and that the gov-
ernment is asking them to play the
role of a superpower without giv-
ing them the resources to do so.
Since the Labour government
came to power in 1997, the size of

the British armed forces has been
cut by 20%. Last year defense
spending was equivalent of 2.8% of
GDP, compared with almost 5% in
the U.S., according to Jane’s Inter-
national Defence Review.

Moreover, support for the war
in Afghanistan is fading; many Brit-
ons say that U.K. forces are being
asked to do more than their Euro-
pean neighbors’ troops. On Tues-
day, the death of a soldier in vola-
tile Helmand province took the Brit-
ish death toll in Afghanistan to 153.

U.K. focuses on rebuilding Afghanistan
Extra troops will deploy during August elections, but Brown says longer-term additions to NATO force are unlikely

U.S. to press Syria on Iraq, Israel

Gordon Brown

By Jay Solomon

And Nada Raad

WASHINGTON—The Obama ad-
ministration is dispatching two
high-level envoys to Syria next week
for a second round of talks with Pres-
ident Bashar Assad’s government fo-
cused on securing the Iraqi border
and supporting the broader Arab-Is-
raeli peace process, said officials
briefed on the trip.

The diplomats’ visit is the latest
sign of a growing rapprochement be-
tween Damascus and Washington
under President Barack Obama,
which is partially driven by the
U.S.’s desire to weaken Syria’s strate-
gic alliance with Iran.

Syrian officials said this week
that they hope the diplomatic thaw
could lead to an easing of U.S. trade
sanctions enacted by the Bush ad-
ministration aimed at curbing Dam-
ascus’s support for militant groups
operating in Lebanon and the Pales-
tinian territories.

“If the American president does
not renew the sanctions, Syria
would consider this the right way
for better relations,” Syrian Central
Bank Gov. Adib Mayaleh said in an in-
terview in Washington Wednesday

The U.S. outreach toward Syria
comes as a United Nations court an-
nounced in Beirut Wednesday the re-
lease of four Lebanese generals de-
tained in connection with the 2005
murder of former Prime Minister
Rafik Hariri.

U.N. investigators alleged that the
four officers conspired with Syrian in-

telligence operatives to kill Mr. Hariri
using a massive truck bomb. The gen-
erals’ release is now seen undercut-
ting U.N. efforts to secure indict-
ments for the murder and a boon for
Syria’s political allies inside Lebanon.

Mr. Hariri’s death fueled nation-
wide street protests that forced Mr.
Assadto endSyria’sdecades-long mili-
tary occupationof Lebanon.A pro-Syr-
ian political bloc, headed by the Leba-
nese militia Hezbollah, is currently
battling a pro-Western coalition
headed by Mr. Hariri’s son for votes in
June parliamentary elections.

“This decision will give the
Hezbollah-led alliance a kind of ag-
gressiveness, while the Hariri-led ma-
jority would be embarrassed in front
of their supporters,” said Nawaf Ka-
bara, political science professor at
the University of Balamand in Beirut.

Hezbollah issued a statement
praising the U.N.’s decision to re-
lease the generals. Fireworks
erupted in areas of Lebanon under
the militia’s control.

The two U.S. envoys visiting
Syria next week, acting Assistant
Secretary of State for Near Eastern
Affairs Jeffrey Feltman and Na-

tional Security Council official
Daniel Shapiro, will be making their
second trip to Damascus in less than
two months.

The primary focus of their trip,
according to the officials briefed on
it, will be to secure Syrian assistance
in sealing its border with Iraq. U.S. of-
ficials have regularly criticized Dam-
ascus for turning a blind eye to the
flow of foreign fighters transiting
Syria en route to Iraq. Even this
month, U.S. officials said, a Tunisian
militant entered Iraq through Syrian
territory before conducting a sui-
cide bombing in Baghdad.

Syria denies the charges, but
its diplomats said they are eager
to better coordinate with Mr.
Obama’s team on Iraq. The first
round of negotiations, said these
officials, developed common ideas
between Damascus and Washing-
ton and now they hope to put these
strategies into operation.

“We both agree that it’s in our
countries’ interests to stabilize
Iraq,” said Imad Moustapha, Syria’s
ambassador to the U.S., who wants
Syria to be a central player in Presi-
dent Obama’s stated goal of achieving
a comprehensive Arab-Israeli peace.

President Assad entered into indi-
rect peace talks with Israel last year
aimed at ending their conflict over
the disputed Golan Heights region.

But Syria is also a principal finan-
cier of Hezbollah and hosts in Dam-
ascus the political leadership of Ha-
mas, the militant Palestinian organi-
zation that Washington designates
as a terrorist organization.

By David Crawford

Germany’s Interior Ministry
agreed to consider accepting in-
mates from Guantanamo Bay, the
U.S. detention center for terrorism
suspects in Cuba, ending months
of debate in Berlin.

The change of position from Inte-
rior Minister Wolfgang Schäuble,
who had resisted the idea, came af-
ter a meeting Wednesday with U.S.
Attorney General Eric Holder.

After the meeting, Mr. Holder
told reporters in Berlin that he
would “relatively soon be reaching
out to specific countries with spe-
cific detainees.” He also visited Lon-
don and Prague on a European tour
aimed at preparing the ground-
work for Guantanamo’s closure.

Mr. Holder said 30 detainees
have been cleared for release from
Guantanamo, out of the 241 people
still at the U.S. military prison. He
said he was surprised to find that
none of his European counterparts
refused outright to take inmates.

The German Interior Ministry
said in a statement that it would
give “careful consideration” to any
U.S. request, although the pre-
ferred option was that Guantan-
amo inmates be returned to their
home countries or be accepted by
the U.S. The U.S. hasn’t made a spe-
cific request for the release of any
Guantanamo inmate to Germany,
the statement said.

Mr. Schäuble had previously
said Germany shouldn’t accept
Guantanamo detainees, arguing
that it was a U.S. problem to fix. By
contrast, German Foreign Minister
Frank-Walter Steinmeier said in Jan-
uary that Germany would be willing
to take in individual detainees if it
helped U.S. President Barack
Obama to close Guantanamo.

A German Interior Ministry
spokesman declined to discuss de-
tails of Mr. Schäuble’s meeting
with Mr. Holder.

European governments have
long called for the closure of Guan-
tanamo, citing the lack of legal pro-
tections at the offshore prison. Sev-
eral European countries have said
they will consider accepting de-
tainees from Guantanamo, while
France made a commitment to ac-
cept one inmate during Mr.
Obama’s visit to Europe this month

Previewing a speech he was to
make in Berlin Wednesday
evening, Mr. Holder acknowledged
that “mistakes have been made”
with regard to Guantanamo, and
pledged the current administra-
tion would follow the rule of law.

Mr. Holder said that while the
U.S. is now seeking new homes for
about 30 Guantanamo inmates, the
Department of Justice is review-
ing evidence against other in-
mates, some of whom could face
trial in federal court.

Lebanon Wednesday
freed four generals
detained in the
Hariri murder.

8 THURSDAY-SUNDAY, APRIL 30-MAY 3, 2009 T H E WA L L ST R E ET JO U R NA L .

MP-TURKEY.SI OT OT SVN 04/24 EUR 21.96 12.4 –37.8 –31.7

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

Eastern European Bond Fund OT OT LVA 04/28 USD 10.35 18.7 –26.2 –11.7
Parex Caspian Sea Eq EU EQ LVA 04/28 EUR 2.56 21.9 –71.0 –49.6
Parex Eastern Europ Bd EU BD LVA 04/28 USD 10.35 18.7 –26.2 –11.7
Parex Russian Eq EE EQ LVA 04/28 USD 12.08 39.5 –60.5 –30.6

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 04/29 USD 114.69 3.4 –47.7 –21.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 04/29 USD 109.77 3.1 –48.3 –21.8
PF (LUX)-Biotech-Pca OT EQ LUX 04/28 USD 258.23 –9.4 –21.6 –8.9
PF (LUX)-CHF Liq-Pca CH MM LUX 04/28 CHF 124.01 0.0 1.0 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 04/28 CHF 93.61 0.0 1.0 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 04/28 USD 86.34 6.2 –28.4 –14.6
PF (LUX)-East Eu-Pca EU EQ LUX 04/28 EUR 176.52 32.2 –56.8 –36.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 04/29 USD 102.66 10.2 –52.4 –23.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 04/29 USD 336.38 10.6 –51.2 –23.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 04/28 EUR 75.92 –0.7 –38.0 –26.9
PF (LUX)-EUR Bds-Pca EU BD LUX 04/28 EUR 373.62 0.1 4.2 1.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 04/28 EUR 284.32 0.0 4.2 1.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 04/28 EUR 128.27 2.7 –1.8 –1.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 04/28 EUR 90.17 2.7 –1.8 –1.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 04/28 EUR 102.76 13.9 –26.2 –17.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 04/28 EUR 59.57 13.9 –26.2 –17.9
PF (LUX)-EUR Liq-Pca EU MM LUX 04/28 EUR 135.41 0.6 3.1 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 04/28 EUR 97.59 0.6 3.1 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 04/28 EUR 102.24 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 04/28 EUR 100.88 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 04/28 EUR 308.87 1.0 –40.8 –30.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 04/28 EUR 99.77 –1.4 –38.8 –29.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 04/28 USD 203.81 7.6 0.9 1.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 04/28 USD 138.65 7.6 0.9 1.4
PF (LUX)-Gr China-Pca AS EQ LUX 04/29 USD 231.84 9.0 –42.0 –12.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 04/29 USD 210.40 9.8 –49.5 –21.0
PF (LUX)-Jap Index-Pca JP EQ LUX 04/28 JPY 7830.36 –3.9 –40.6 –30.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 04/28 JPY 6833.02 –6.4 –45.0 –35.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 04/28 JPY 6656.15 –6.6 –45.4 –35.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 04/28 JPY 3744.37 –4.6 –41.4 –31.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 04/29 USD 168.11 6.2 –43.8 –21.7
PF (LUX)-Piclife-Pca CH BA LUX 04/28 CHF 698.11 1.3 –12.6 –11.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 04/28 EUR 46.93 6.3 –29.3 –26.0
PF (LUX)-Rus Eq-Pca OT OT LUX 04/28 USD 31.78 39.1 –66.3 NS
PF (LUX)-Security-Pca GL EQ LUX 04/28 USD 75.36 5.5 –23.5 –17.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 04/28 EUR 345.28 5.8 –38.2 –30.1
PF (LUX)-US Eq-Ica US EQ LUX 04/28 USD 80.45 –1.5 –34.4 –20.3
PF (LUX)-USA Index-Pca US EQ LUX 04/28 USD 68.99 –4.8 –37.7 –23.2
PF (LUX)-USD Gov Bds-Pca US BD LUX 04/28 USD 513.67 –3.2 7.3 7.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 04/28 USD 376.92 –3.2 7.3 7.0
PF (LUX)-USD Liq-Pca US MM LUX 04/28 USD 130.62 0.3 1.7 2.8
PF (LUX)-USD Liq-Pdi US MM LUX 04/28 USD 85.29 0.3 1.7 2.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 04/28 USD 101.49 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 04/28 USD 100.78 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 04/28 EUR 102.14 –0.8 –27.1 –19.7
PF (LUX)-WldGovBds-Pca GL BD LUX 04/29 USD 155.01 –6.0 –0.4 6.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 04/29 USD 128.30 –6.0 –0.4 6.1
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 04/28 USD 38.17 –8.0 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 04/28 USD 9.08 15.8 –29.4 –21.3
Japan Fund USD JP EQ IRL 04/28 USD 13.19 –10.2 –19.5 –14.9

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

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

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

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

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 04/22 USD 69.45 20.4 –40.3 –18.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 04/28 EUR 530.21 –5.9 –39.5 NS

Core Eurozone Eq B EU EQ IRL 04/28 EUR 621.21 –5.5 –39.3 NS

Euro Fixed Income A EU BD IRL 04/28 EUR 1113.98 –1.6 –9.0 –6.3

Euro Fixed Income B EU BD IRL 04/28 EUR 1184.46 –1.4 –8.4 –5.8

Euro Small Cap A EU EQ IRL 04/28 EUR 894.65 5.5 –42.3 –35.8

Euro Small Cap B EU EQ IRL 04/28 EUR 954.46 5.7 –42.0 –35.4

Eurozone Agg Eq A EU EQ IRL 04/28 EUR 484.55 –2.5 –41.5 –31.1

Eurozone Agg Eq B EU EQ IRL 04/28 EUR 693.54 –2.3 –41.2 –30.7

Glbl Bd (EuroHdg) A GL BD IRL 04/28 EUR 1212.49 1.3 –5.2 –3.0

Glbl Bd (EuroHdg) B GL BD IRL 04/28 EUR 1281.80 1.5 –4.6 –2.4

Glbl Bd A EU BD IRL 04/28 EUR 1023.06 4.3 5.4 –0.8

Glbl Bd B EU BD IRL 04/28 EUR 1084.75 4.5 6.1 –0.2

Glbl Real Estate A OT EQ IRL 04/28 USD 590.70 –11.4 –54.9 –37.0

Glbl Real Estate B OT EQ IRL 04/28 USD 606.52 –11.2 –54.6 –36.6

Glbl Real Estate EH-A OT EQ IRL 04/28 EUR 561.43 –10.5 –52.3 –37.1

Glbl Real Estate SH-B OT EQ IRL 04/28 GBP 52.55 –11.4 –52.6 –36.6

Glbl Strategic Yield A EU BD IRL 04/28 EUR 1235.12 9.3 –17.3 –9.9

Glbl Strategic Yield B EU BD IRL 04/28 EUR 1316.27 9.5 –16.8 –9.3

Japan Equity A JP EQ IRL 04/28 JPY 10086.00 –2.4 –40.0 –31.3

Japan Equity B JP EQ IRL 04/28 JPY 10707.00 –2.2 –39.6 –30.9

PacBasn (Ex-Jap) Eq A AS EQ IRL 04/28 USD 1349.69 4.9 –45.4 –22.8

PacBasn (Ex-Jap) Eq B AS EQ IRL 04/28 USD 1434.56 5.1 –45.0 –22.3

Pan European Eq A EU EQ IRL 04/28 EUR 711.18 –1.0 –40.8 –30.1

Pan European Eq B EU EQ IRL 04/28 EUR 755.08 –0.8 –40.5 –29.7

US Equity A US EQ IRL 04/28 USD 662.34 –1.0 –39.4 –23.2

US Equity B US EQ IRL 04/28 USD 706.33 –0.8 –39.1 –22.7

US Small Cap A US EQ IRL 04/28 USD 979.15 –2.6 –38.2 –25.5

US Small Cap B US EQ IRL 04/28 USD 1044.77 –2.4 –37.8 –25.0

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 04/29 SEK 60.54 0.6 –41.1 –30.0

Choice Japan Fd JP EQ LUX 04/28 JPY 42.76 –4.9 –40.0 –32.6

Choice Jpn Chance/Risk JP EQ LUX 04/28 JPY 42.72 –4.6 –47.3 –33.8

Choice NthAmChance/Risk US EQ LUX 04/29 USD 3.07 9.7 –39.6 –22.4

Europe 2 Fd EU EQ LUX 04/29 EUR 0.71 2.5 –42.5 –32.7

Europe 3 Fd EU EQ LUX 04/29 EUR 3.06 0.2 –43.6 –33.5

Global Chance/Risk Fd GL EQ LUX 04/29 EUR 0.48 3.0 –32.2 –25.1

Global Fd GL EQ LUX 04/29 USD 1.61 –3.3 –42.7 –26.1

Intl Mixed Fd -C- NO BA LUX 04/29 USD 21.82 –5.1 –33.4 –18.1

Intl Mixed Fd -D- NO BA LUX 04/29 USD 15.39 –5.1 –33.4 –17.0

Wireless Fd OT EQ LUX 04/29 EUR 0.11 19.3 –26.5 –19.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 04/29 USD 4.89 8.0 –41.5 –19.3

Currency Alpha EUR -IC- OT OT LUX 04/29 EUR 10.61 –2.8 3.2 2.6

Currency Alpha EUR -RC- OT OT LUX 04/29 EUR 10.54 –3.0 2.8 2.4

Currency Alpha SEK -ID- OT OT LUX 04/29 SEK 102.52 –3.0 2.9 NS

Currency Alpha SEK -RC- OT OT LUX 04/29 SEK 113.07 –3.0 2.8 2.4

Generation Fd 80 OT OT LUX 04/29 SEK 6.72 5.2 –21.4 NS

Nordic Focus EUR NO EQ LUX 04/29 EUR 57.47 15.2 –37.0 NS

Nordic Focus NOK NO EQ LUX 04/29 NOK 62.39 15.2 –37.0 NS

Nordic Focus SEK NO EQ LUX 04/29 SEK 65.68 15.2 –37.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 04/29 USD 1.39 –0.3 –37.9 –24.6

Ethical Global Fd GL EQ LUX 04/29 USD 0.59 –4.1 –42.5 –27.2

Ethical Sweden Fd NO EQ LUX 04/29 SEK 33.85 17.7 –20.2 –17.9

Europe Fd EU EQ LUX 04/29 USD 1.58 0.8 –34.1 –26.9

Index Linked Bd Fd SEK OT BD LUX 04/29 SEK 13.09 0.1 3.4 4.2

Medical Fd OT EQ LUX 04/29 USD 2.55 –11.2 –26.1 –18.7

Short Medium Bd Fd SEK NO MM LUX 04/29 SEK 9.23 0.8 2.7 3.0

Technology Fd OT EQ LUX 04/29 USD 1.85 18.5 –28.7 –14.4

World Fd NO BA LUX 04/29 USD 1.69 1.9 –36.7 –17.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 04/29 EUR 1.27 0.1 1.0 1.7

Short Bond Fd SEK NO MM LUX 04/29 SEK 21.82 1.2 2.7 3.0

Short Bond Fd USD US MM LUX 04/29 USD 2.49 –0.3 0.9 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 04/29 SEK 9.95 –1.1 –3.2 –0.6

Alpha Bond Fd SEK -B- NO BD LUX 04/29 SEK 8.93 –1.1 –3.2 –0.6

Alpha Bond Fd SEK -C- NO BD LUX 04/29 SEK 24.91 –1.2 –3.3 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 04/29 SEK 8.30 –1.2 –3.3 –0.8

Alpha Short Bd SEK -A- NO MM LUX 04/29 SEK 10.99 1.7 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 04/29 SEK 10.30 1.7 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 04/29 SEK 21.50 1.6 3.2 3.2

Alpha Short Bd SEK -D- NO MM LUX 04/29 SEK 8.93 1.6 3.2 3.3

Bond Fd SEK -C- NO BD LUX 04/29 SEK 41.85 0.7 9.5 6.0

Bond Fd SEK -D- NO BD LUX 04/29 SEK 12.55 0.7 8.2 5.4

Corp. Bond Fd EUR -C- EU BD LUX 04/29 EUR 1.09 0.1 –7.7 –4.1

Corp. Bond Fd EUR -D- EU BD LUX 04/29 EUR 0.86 0.1 –8.1 –4.3

Corp. Bond Fd SEK -C- NO BD LUX 04/29 SEK 10.60 –1.3 –12.7 –6.5

Corp. Bond Fd SEK -D- NO BD LUX 04/29 SEK 8.33 –1.3 –12.6 –6.5

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 04/29 EUR 105.94 2.0 7.5 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 04/29 EUR 105.47 1.8 7.0 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 04/29 SEK 1131.70 1.8 7.0 NS

Flexible Bond Fd -C- NO BD LUX 04/29 SEK 21.20 1.6 6.2 4.5

Flexible Bond Fd -D- NO BD LUX 04/29 SEK 12.00 1.6 6.2 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 04/29 SEK 78.14 –2.4 –22.5 –15.0

Global Hedge I SEK -D- OT OT LUX 04/29 SEK 71.41 –2.4 –24.7 –16.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 04/29 USD 1.75 13.9 –43.8 –16.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 04/29 SEK 20.42 21.6 –28.4 –19.1

Europe Chance/Risk Fd EU EQ LUX 04/29 EUR 785.11 3.0 –45.8 –34.8

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 04/16 USD 895.97 –4.7 NS –13.1

UAE Blue Chip Fund Acc OT OT ARE 04/23 AED 5.10 11.1 –58.3 –17.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 04/28 EUR 27.35 –3.5 –6.8 –1.2

Bonds Eur Corp A OT OT LUX 04/27 EUR 21.41 3.2 –1.7 –1.8

Bonds Eur Hi Yld A OT OT LUX 04/27 EUR 14.75 10.9 –26.4 –18.9

Bonds EURO A OT OT LUX 04/27 EUR 39.83 0.9 7.2 4.4

Bonds Europe A OT OT LUX 04/28 EUR 38.28 1.0 7.4 3.8

Bonds US MtgBkSec A OT OT LUX 04/27 USD 23.35 –8.9 6.5 –2.2

Bonds US OppsCoreplus A OT OT LUX 04/27 USD 32.99 4.6 4.0 4.8

Bonds World A OT OT LUX 04/28 USD 38.05 –4.5 –3.3 5.0

Eq. China A OT OT LUX 04/28 USD 15.64 4.6 –41.6 –14.6
Eq. ConcentratedEuropeA OT OT LUX 04/28 EUR 20.47 –0.6 –41.5 –31.1
Eq. Eastern Europe A OT OT LUX 04/28 EUR 15.49 17.2 –57.7 –37.0
Eq. Equities Global Energy OT OT LUX 04/28 USD 13.87 –2.7 –48.3 –18.2
Eq. Euroland A OT OT LUX 04/28 EUR 8.42 –8.1 –41.8 –31.5
Eq. Euroland MidCapA OT OT LUX 04/28 EUR 14.67 1.8 –45.4 –33.5
Eq. EurolandCyclclsA OT OT LUX 04/27 EUR 14.50 5.6 –34.6 –22.2
Eq. EurolandFinancialA OT OT LUX 04/27 EUR 8.44 0.1 –48.4 –37.7
Eq. Glbl Emg Cty A OT OT LUX 04/28 USD 6.53 9.3 –49.8 –20.9
Eq. Global A OT OT LUX 04/28 USD 20.04 –4.7 –43.4 –27.7
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 04/28 USD 21.16 1.2 –25.2 –10.5
Eq. Japan Sm Cap A OT OT LUX 04/28 JPY 863.65 –4.6 –36.1 –38.2
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 04/28 USD 6.47 1.3 –47.0 –21.5
Eq. US ConcenCore A OT OT LUX 04/28 USD 17.75 9.3 –28.3 –16.9
Eq. US Lg Cap Gr A OT OT LUX 04/28 USD 11.87 10.0 –40.0 –22.0
Eq. US Mid Cap A OT OT LUX 04/27 USD 22.10 10.3 –40.2 –18.5
Eq. US Multi Strg A OT OT LUX 04/27 USD 16.40 2.7 –41.3 –25.7
Eq. US Rel Val A OT OT LUX 04/28 USD 15.56 0.2 –43.5 –30.5
Eq. US Sm Cap Val A OT OT LUX 04/27 USD 12.04 –6.9 –47.3 –34.1
Eq. US Value Opp A OT OT LUX 04/28 USD 12.36 –4.6 –48.1 –34.4
Money Market EURO A OT OT LUX 04/28 EUR 27.29 0.6 3.6 3.8
Money Market USD A OT OT LUX 04/28 USD 15.80 0.4 2.0 3.3

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 04/28 JPY 7759.00 –9.8 –44.5 –37.9
YMR-N Japan Fund OT OT IRL 04/28 JPY 8890.00 –5.8 –41.4 –33.6
YMR-N Low Price Fund OT OT IRL 04/28 JPY 11980.00 –7.7 –39.0 –33.9
YMR-N Small Cap Fund OT OT IRL 04/28 JPY 5576.00 –13.1 –43.6 –39.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 04/28 JPY 3977.00 –5.4 –47.3 –36.5
Yuki 77 General JP EQ IRL 04/28 JPY 5562.00 –5.8 –44.8 –34.1
Yuki 77 Growth JP EQ IRL 04/28 JPY 5334.00 –9.8 –46.4 –39.2
Yuki 77 Income AS EQ IRL 04/28 JPY 4690.00 –8.3 –38.9 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 04/28 JPY 5836.00 –6.5 –42.6 –35.5
Yuki Chugoku Jpn Gro JP EQ IRL 04/28 JPY 4458.00 –12.8 –46.3 –37.1
Yuki Chugoku JpnLowP JP EQ IRL 04/28 JPY 7317.00 –10.7 –35.8 –30.9
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 04/28 JPY 6172.00 –8.8 –45.8 –36.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 04/28 JPY 4063.00 –10.7 –48.2 –36.3
Yuki Hokuyo Jpn Inc JP EQ IRL 04/28 JPY 4618.00 –12.5 –41.9 –32.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 04/28 JPY 4101.00 –12.8 –43.3 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 04/28 JPY 3815.00 –10.2 –51.4 –38.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 04/28 JPY 4055.00 –9.7 –51.0 –41.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 04/28 JPY 5716.00 –6.3 –47.2 –37.0
Yuki Mizuho Jpn Gen OT OT IRL 04/28 JPY 7548.00 –5.9 –41.9 –35.3
Yuki Mizuho Jpn Gro OT OT IRL 04/28 JPY 5607.00 –10.3 –43.2 –38.2
Yuki Mizuho Jpn Inc OT OT IRL 04/28 JPY 7020.00 –11.7 –41.3 –33.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 04/28 JPY 4549.00 –8.7 –43.4 –34.6
Yuki Mizuho Jpn LowP OT OT IRL 04/28 JPY 10353.00 –8.6 –34.6 –30.6
Yuki Mizuho Jpn PGth OT OT IRL 04/28 JPY 6948.00 –9.1 –46.9 –38.6
Yuki Mizuho Jpn SmCp OT OT IRL 04/28 JPY 5392.00 –12.1 –46.3 –39.8
Yuki Mizuho Jpn Val Sel OT OT IRL 04/28 JPY 4898.00 –5.7 –41.0 –33.0
Yuki Mizuho Jpn YoungCo OT OT IRL 04/28 JPY 2262.00 –5.2 –48.4 –47.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 04/28 JPY 4261.00 –5.3 –48.8 –37.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 04/28 JPY 4021.00 –7.9 –46.2 –38.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 04/28 JPY 4781.00 –6.2 –43.0 –35.0
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 02/27 USD 34.46 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29

CMA Dynamic OT OT BHS 02/27 USD 1358.87 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 02/27 USD 1753.22 0.7 –9.6 –2.6

CMA MultHdge Balncd OT OT CYM 02/27 USD 1252.26 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 02/27 USD 1712.79 2.7 7.0 6.4

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS

D'Auriol Alt Non-Lev A EU OT CYM 02/27 EUR 98.64 0.2 –23.0 –9.2

D'Auriol Opp F3 EUR EU MM CYM 02/27 EUR 1000.67 0.5 –25.4 –12.7

n HARMONY CAPITAL
email: info@harmonycapitalfund.com

Harmony Cap Ltd A USD OT OT BMU 01/30 USD 2057.10 –0.5 –5.2 –4.7

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

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

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

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

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com

The Hermitage Fund GL EQ JEY 04/09 USD 606.05 34.4 –62.4 –38.4

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com

Horseman EmMkt Opp EUR GL EQ GBR 03/31 EUR 218.46 1.7 16.8 30.0

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

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

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7

Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2

Global Absolute OT OT GGY 04/17 GBP 0.95 0.7 NS NS

Global Absolute USD OT OT GGY 04/17 USD 1.77 0.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 04/17 EUR 74.38 –2.5 NS NS

Special Opp Inst EUR OT OT CYM 04/17 EUR 69.99 –2.5 NS NS

Special Opp Inst USD OT OT CYM 04/17 USD 78.87 –2.3 NS NS

Special Opp USD OT OT CYM 04/17 USD 77.61 –2.5 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 04/17 EUR 120.15 0.7 NS NS

GH Fund CHF Hdg OT OT JEY 04/17 CHF 99.68 –0.1 NS NS

GH Fund EUR Hdg (Non-V) OT OT JEY 04/17 EUR 108.84 0.3 NS NS

GH Fund GBP Hdg OT OT JEY 04/17 GBP 118.46 0.5 NS NS

GH Fund Inst EUR OT OT JEY 04/17 EUR 88.51 6.0 NS NS

GH Fund Inst JPY OT OT JEY 03/31 JPY 8528.54 1.5 –13.5 NS

GH Fund Inst USD OT OT JEY 04/17 USD 99.44 0.8 NS NS

GH FUND S EUR OT OT CYM 04/17 EUR 113.81 0.7 NS NS

GH FUND S GBP OT OT JEY 04/17 GBP 118.39 0.6 NS NS

GH Fund S USD OT OT CYM 04/17 USD 133.08 0.8 NS NS

GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8

Hedge Investments OT OT JEY 04/17 USD 124.66 0.6 NS NS

Leverage GH USD OT OT GGY 04/17 USD 97.87 0.3 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 04/17 CHF 85.28 1.5 NS NS

MultiAdv Arb EUR Hdg OT OT JEY 04/17 EUR 92.31 2.1 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 04/17 GBP 99.51 2.7 NS NS

MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS

MultiAdv Arb S EUR OT OT CYM 04/17 EUR 97.77 2.1 NS NS

MultiAdv Arb S GBP OT OT CYM 04/17 GBP 102.43 2.7 NS NS

MultiAdv Arb S USD OT OT CYM 04/17 USD 111.14 2.6 NS NS

MultiAdv Arb USD OT OT GGY 04/17 USD 172.81 2.4 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 04/17 USD 108.10 1.0 NS NS

Asian AdbantEdge EUR OT OT JEY 04/17 EUR 91.65 3.3 NS NS

Asian AdvantEdge OT OT JEY 04/17 USD 166.91 3.0 NS NS

Emerg AdvantEdge OT OT JEY 04/17 USD 148.11 5.5 NS NS

Emerg AdvantEdge EUR OT OT JEY 04/17 EUR 82.94 5.6 NS NS

Europ AdvantEdge EUR OT OT JEY 04/17 EUR 115.65 0.3 NS NS

Europ AdvantEdge USD OT OT JEY 04/17 USD 122.07 0.0 NS NS

Japan AdvantEdge JPY OT OT JEY 04/17 JPY 7822.59 –3.2 NS NS

Japan AdvantEdge USD OT OT JEY 04/17 USD 91.21 –3.1 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 04/17 USD 87.03 1.4 NS NS

Trading AdvantEdge OT OT GGY 04/17 USD 145.21 –4.3 NS NS

Trading AdvantEdge EUR OT OT GGY 04/17 EUR 132.13 –4.0 NS NS

Trading AdvantEdge GBP OT OT GGY 04/17 GBP 139.46 –4.2 NS NS

US AdvantEdge OT OT JEY 04/17 USD 104.16 1.8 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200

Email: contact@integratedai.com - Website: www.integratedai.com

Altipro OT OT FRA 03/31 EUR 189.94 –22.8 –25.1 –12.0

Integrated Dir Trading EUR OT OT CYM 01/30 EUR 104.89 2.9 –1.1 7.0

Integrated Emg Markets EUR OT OT CYM 01/30 EUR 69.49 –2.4 –30.2 –15.0

Integrated European EUR OT OT CYM 01/30 EUR 149.76 0.5 3.5 0.3

Integrated Event Driven EUR OT OT CYM 01/30 EUR 82.99 1.4 –20.2 –8.9

Integrated Lg/Sh Sel F EUR OT OT CYM 01/30 EUR 86.33 0.8 –10.3 –3.1

Integrated MultSt B EUR OT OT VGB 01/30 EUR 116.51 3.2 –15.1 –5.6

Integrated Relative Value EUR OT OT CYM 01/30 EUR 90.62 1.1 –10.2 –3.0

n KREDIETBANK LUXEMBOURG

www.kbl.lu Fax : +352 47 97 73 911

KBL SPOP Investing OT OT LUX 03/31 EUR 1469.36 NS –30.2 –15.3

KBL SPOP Investing OT OT LUX 03/31 USD 1442.92 NS –29.2 –14.2

n MERIDEN GROUP

Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com

Antanta Combined Fund EE EQ AND 04/24 USD 226.82 18.1 NS –47.9

Antanta MidCap Fund EE EQ AND 04/24 USD 313.87 8.3 NS –53.0

Meriden Opps Fund GL OT AND 04/22 EUR 83.89 –3.7 –21.7 NS

Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 01/30 USD 1220.59 NS –14.9 –4.7

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 04/21 USD 73.81 –11.4 20.9 25.1
Superfund GCT USD* OT OT LUX 04/21 USD 3287.00 –10.0 8.4 13.0
Superfund Gold A (SPC) OT OT CYM 04/21 USD 1065.57 –8.3 –7.7 18.9
Superfund Gold B (SPC) OT OT CYM 04/21 USD 1197.03 –11.2 –8.3 20.8
Superfund Q-AG* OT OT AUT 04/21 EUR 8248.00 –5.9 8.7 12.3

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 03/31 EUR 1272.56 –1.7 –2.5 10.9
Winton Evolution GBP GL OT VGB 03/31 GBP 1251.46 –1.9 –2.0 12.1
Winton Evolution JPY GL OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 03/31 USD 1241.37 –1.8 –3.1 11.2
Winton Futures EUR GL OT VGB 03/31 EUR 204.77 –0.5 8.6 22.5
Winton Futures GBP GL OT VGB 03/31 GBP 220.50 –0.7 9.5 24.1
Winton Futures JPY Lead Series 2 GL OT VGB 03/31 JPY 14524.76 –1.6 4.7 19.0
Winton Futures USD GL OT VGB 03/31 USD 726.91 –0.9 7.7 22.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 04/16 EUR 131.95 11.1 –11.7 1.6
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 04/16 USD 285.70 10.4 –10.5 3.8

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 03/31 USD 1251.33 –1.8 –1.8 –0.5 –18.7 –8.8

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Sen. Teddy Kennedy sees health care
as a final chance for a political victory.

Moment is ripe for Obama to fix health care

Obama engaged yet elusive
President defies
easy labels so far;
not a typical liberal

U.S. President Barack Obama gathers his thoughts in a holding room at the
Capitol in Washington before his swearing-in on Jan. 20.

Obama orders
probe on flyover
of New York City

By David Wessel

Amid battles to prevent the col-
lapse of the American banking sys-
tem, conquer the worst recession in
his lifetime, and defeat the enemy in
Iraq and Afghanistan would seem an
unpropitious moment for President
Barack Obama to renovate the Amer-
ican health-care system. But Mr.
Obama is determined to try, and
chances that he will have something
to boast about by year’s end look sur-
prisingly good.

Mr. Obama doesn’t want to play
only defense, fixing problems he in-

herited. He is
drawn to what
Jews call “tikkun

olam” or “perfecting the world.” He
is also politically shrewd: He wants
to accomplish something tangible
while his popularity remains high.
Preventing a depression is crucial,
but “it could have been worse” is not
a winning slogan.

As the U.S. borrows trillions
from abroad, Mr. Obama knows he
needs a business plan that keeps
lenders from treating the U.S. as the
world’s largest subprime borrower;
slowing health spending is key. This
year, Mr. Obama may be able to dedi-
cate savings from one part of the
health-care system to expand cover-
age elsewhere; by next year, he may
be forced to devote any such savings
to reducing the deficit.

So that’s why he is pushing it
now. Here are four reasons, and a
big if, why he may fare better than
Bill and Hillary Clinton did in 1994.

Unhappiness with the status
quo is greater. Despite expansions
of government health insurance,
more Americans lacked health insur-

ance going into the recession than in
1994, and the number has risen
since. Health costs continue to rise
faster than nearly everything else,
now equal to 17.6% of total U.S. out-
put, up three percentage points from
1994. (And each percentage point
amounts to $1.4 trillion.) Employers
and the government’s Medicare and
Medicaid are seeing unsustainable
increases in health spending. And—
this is politically important—so are
American families, as premiums, co-
pays and deductibles climb.

The White House kumbaya heath-
care summit in March was a visible
manifestation that health provid-
ers, insurers and employers believe
this may be the Year of Health Re-
form. Harry and Louise, the charac-
ters in the devastating commercials
that the health insurers used to de-
feat Hillary Clinton in 1994, have de-
cided it’s smarter to ride the train
than lie down in front of it.

White House political tactics
are smarter. The American health-
care system is complex; any legisla-
tion to change it will be complex. So
the Clintons offered a complex plan,
and it was ridiculed and attacked at
its vulnerable points even by Demo-
crats. Counseled by Washington in-
siders and Clinton veterans, Mr.
Obama will issue no detailed plan.
He will offer elements, and work
with Congress so whatever emerges
will be as much their plan as his. The
parliamentary move to allow health
legislation to pass the Senate with
51 votes (instead of the 60 it usually
takes in the Senate) gives Mr.
Obama and his congressional allies
added leverage.

The message is smarter too: If
you like your current health insur-

ance, Mr. Obama promises, it won’t
change. White House polling finds
that employed Americans worry
more about the cost of their health
insurance than the prospect of los-
ing it in a layoff. So watch for the
president to emphasize not how
many uninsured he will cover, but
how he will hold down ordinary
Americans’ health tab.

Democrats in Congress want to
do this—now. Mr. Obama and White
House Chief of Staff Rahm Emanuel
really want a deal this year, but so do
Max Baucus, the Senate Finance
Committee chairman; Teddy
Kennedy, who sees this as the last po-
litical victory of his life; and the
House and Senate leaders Nancy
Pelosi and Harry Reid. To get a bill,

they may even surrender on some el-
ements long seen by liberal Demo-
crats as non-negotiable. (An exam-
ple: To cut the cost, offer decent, but
bare-bones, health insurance to
those who lack it rather than deliver-
ing on the promise to offer every
American a plan as good as mem-
bers of Congress have.)

Democrats were arrogant in
1994; they had controlled Congress
for four decades. They lost control
in 1994. Today, they see a president
more popular than they are, their
fortunes tied to his. They sense the
public wants results, not rhetoric.

The price tag doesn’t look so
daunting. Offering taxpayer-subsi-
dized insurance to those who lack it
is very expensive. But next to shor-
ing up the banks ($750 billion-plus),
health care doesn’t stand out. “We
used to think health reform would
cost a lot, but in light of all the re-
cent bailouts and stimulus pack-
ages, it doesn’t seem so big any-
more,” says John Rother, head of pol-
icy and strategy at AARP, the senior
citizens’ lobby.

But there is a big if. It is easy to
say that we need to make the Ameri-
can health-care system more effi-
cient and to reward quality and not
quantity of care. This is hard. It is
not as pain-free as Mr. Obama often
implies. Expanding coverage means
paying some health providers less,
not just differently. It means saving
money on Medicare and spending
the money on those under 65 years
old. And it means raising someone’s
taxes. He hasn’t persuaded people of
that yet.

Write to me at capital@wsj.com or
discuss at wsj.com/capital.

By Gerald F. Seib

Just as the times of Barack
Obama defy the easy descriptions
and old labels, so too does the man
himself.

Indeed, if the first 100 days of Mr.
Obama’s term have proven any-

thing, it is that he is
a hard man to clas-
sify. He has con-
founded, at one
time or another,

people at just about every spot
across the political spectrum. He
likes big and activist government,
but he isn’t a classic liberal. He is
more of a social engineer than a
guardian of the old welfare state.

He’s phenomenally popular
among Democrats, but has found
the most support for some of his for-
eign-policy moves among Republi-
cans. He’s pulling combat troops out
of Iraq, but more slowly than he
once promised—and at the same
time has laid plans to add more
troops in Afghanistan than the Bush
administration envisioned.

Asked whether there is yet a dis-
cernible Obama doctrine in foreign
affairs, a longtime national-security
operative pauses and responds: “If
there is a doctrine, it would have to
be engagement.” Which is more a
tactic than a doctrine.

He sometimes sounds like a pro-

tectionist, but so far has acted
mostly like a free-trader. He talks a
lot about fiscal discipline, yet is over-
seeing the nation’s first trillion-dol-
lar deficits. He’s made history as
America’s first African-American
president, yet probably talks less
about race than did the last Demo-
cratic president, Bill Clinton.

Moreover, one gets the feeling
that if Mr. Obama does defy easy defi-
nition, that’s just fine with him.
Ronald Reagan truly wanted to be
known as a genuine conservative,
and Mr. Clinton as a “new Demo-
crat,” and George W. Bush as a “com-
passionate conservative.” There is
no such label for Mr. Obama, at least
not yet, and neither he nor his admin-
istration seems eager to create one.

In the hundreds of days yet to
come, there may well be some dan-
ger down this path for the president
and his team. A new Wall Street Jour-
nal/NBC News poll shows that the
new president is broadly popular
and seems to have produced an up-
swing in national confidence—but
also reveals that a growing number
of Americans describe him as “very
liberal,” which surely isn’t what the
White House wants.

In fact, Mr. Obama doesn’t quite
fit the traditional definition of a lib-
eral, but rather represents some-
thing different. He is indeed a be-
liever in the power of government.
But he differs from liberals of yore
who saw government programs as
the goal for most problems; he seems
to see government as the way to
prompt the changes he wants in the
economy or society so a government
program, in the end, isn’t necessary.

Amid the hundreds of billions of
dollars he has proposed spending to
try to conquer a deep recession, for
example, he has done little to create
make-work government jobs, as
Franklin Roosevelt did during the
Great Depression, or to add to wel-
fare benefits, as Lyndon Johnson
did during the Great Society. In-
stead, he’s devoting billions in eco-
nomic stimulus money to create spe-
cific kinds of jobs that will advance
other social goals, such as staffing
up a new alternative-energy indus-
try and rewiring schools.

The president doesn’t appear to
want to save General Motors and
Chrysler simply for the sake of sav-
ing the jobs there or keeping them
out of bankruptcy. Indeed, under the
rescue he’s proposing, tens of thou-
sands of those jobs still will be lost,
tantamount to what would happen
in bankruptcy.

Instead, he’s more interested in
using government intervention to
force a change in the kinds of cars
those companies make. His argu-
ment: Putting more environmen-
tally friendly cars on the road will
both save the companies and help
the country, its environment and its
energy security in the long run.

By the same token, throughout
the crisis in the financial industry,
Mr. Obama has shown little interest
in using government bailout money
to nationalize banks, though he’s
had ample opportunity and outside
encouragement to do so (and not all
from the left). Running banks
doesn’t appear consistent with his
idea of how government should exer-
cise power.

He is, however, quite interested
in using government power to start
reducing the inequality in income be-
tween those at the top of the eco-
nomic ladder and those in the mid-
dle and bottom, by taxing those at
the top and redirecting the funds to
tax breaks for those down the line.

Similarly, his approach to health
care is a kind of center-left hybrid.
He doesn’t propose the all-out, uni-
versal government health-insur-
ance plan that liberals in his party
want, yet is willing to include in his
budget a $630 billion down pay-
ment on a plan that provides a gov-
ernment safety net to help everyone
who can’t get insurance find some;
as that price tag suggests, his ap-
proach is still plenty ambitious. Sim-
ilarly, he says that any health-over-
haul effort include a new govern-
ment-provided “public plan” to com-
pete with employer-provided plans.
Yet he also wants to make the effort
reassuring by telling those who like

the health plan they have that they
can keep it.

The danger in not having a clear
ideology is, of course, that others de-
fine you in their terms—and that cer-
tainly is a risk the president is run-
ning as Republicans portray him as
moving steadily leftward. The fed-
eral budget deficit is, and likely will
remain, the Republicans’ Exhibit A in
an effort to portray Mr. Obama as an
old-fashioned tax-and-spend liberal.

Ultimately, what Mr. Obama ap-
pears to want most is for his country-
men to see him as pragmatic. And in-
deed, that is likely what he will have
to be now, for his presidency is shift-
ing into a new stage.

“The first three months of any
presidency are usually the easy
times, the easy decisions,” says Ken-
neth Duberstein, who was Mr. Rea-
gan’s chief of staff. “Now it’s manag-
ing results.” And that might be the
most sobering thought of all head-
ing into day 101.

ECONOMY & POLITICS

By Peter Spiegel

And Christopher Conkey

WASHINGTON—U.S. President
Barack Obama ordered an internal in-
vestigation into the decision to con-
duct a low-flying photo shoot of a
presidential 747 over New York City,
calling the incident a mistake and
saying “it will not happen again.”

The review of the flight, which
rattled windows and spread fear of
another 9/11-style attack in lower
Manhattan, is expected to focus on
the White House Military Office, the
unit responsible for approving the
flyover. White House spokesman
Robert Gibbs said any possible disci-
plinary action would be determined
after the review.

“It was a mistake,” Mr. Obama
said before a meeting with Federal
Bureau of Investigation leaders. “It
was something we found out about
along with all of you, and it will not
happen again.”

The incident continued to pro-
voke finger-pointing across the gov-
ernment, with most of the criticism
aimed at Louis Caldera, a former
Army secretary who now heads the
White House Military Office and took
responsibility for approving the fly-
over Monday. Mr. Caldera occupies a
position overseeing various military
units that provide services to the
president such as transportation,
communications and medical person-
nel. The White House declined to
make him available for an interview.
 —John McKinnon

contributed to this article.
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 04/27 GBP 6.45 –3.1 –27.7 –16.2

Andfs. Borsa Global GL EQ AND 04/27 EUR 5.37 –7.5 –37.9 –25.2

Andfs. Emergents GL EQ AND 04/27 USD 11.27 12.7 –45.0 –18.7

Andfs. Espanya EU EQ AND 04/27 EUR 10.05 –7.1 –36.7 –22.5

Andfs. Estats Units US EQ AND 04/27 USD 11.90 –2.4 –36.5 –22.1

Andfs. Europa EU EQ AND 04/27 EUR 6.16 –5.1 –36.2 –25.8

Andfs. Franca EU EQ AND 04/27 EUR 7.74 –6.6 –37.3 –27.8

Andfs. Japo JP EQ AND 04/27 JPY 425.16 –3.0 –37.7 –29.9

Andfs. Plus Dollars US BA AND 04/27 USD 8.19 –2.9 –21.8 –12.5

Andfs. RF Dolars US BD AND 04/27 USD 10.13 –0.8 –11.1 –5.2

Andfs. RF Euros EU BD AND 04/27 EUR 8.97 0.2 –16.3 –11.0

Andorfons EU BD AND 04/27 EUR 11.85 –0.7 –19.0 –13.8

Andorfons Alternative Premium OT OT AND 02/28 EUR 93.26 0.9 –18.7 –8.5

Andorfons Mix 30 EU BA AND 04/27 EUR 7.82 –3.5 –28.1 –18.7

Andorfons Mix 60 EU BA AND 04/27 EUR 7.56 –7.1 –36.7 –24.4

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 04/24 USD 144933.40 7.4 –37.9 –22.5

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 04/29 EUR 9.72 –3.5 –4.7 –2.5
DJE-Absolut P GL EQ LUX 04/29 EUR 168.09 –4.1 –27.3 –17.1
DJE-Alpha Glbl P EU BA LUX 04/29 EUR 150.73 –2.0 –21.5 –12.9
DJE-Div& Substanz P GL EQ LUX 04/29 EUR 176.66 1.0 –22.9 –14.2
DJE-Gold&Resourc P OT EQ LUX 04/29 EUR 132.51 1.4 –26.2 –12.3
DJE-Renten Glbl P EU BD LUX 04/29 EUR 122.58 2.4 1.0 0.6
LuxPro-Dragon I AS EQ LUX 04/29 EUR 111.69 20.3 –25.9 –5.9
LuxPro-Dragon P AS EQ LUX 04/29 EUR 109.05 20.2 –26.3 –6.9
LuxTopic-Aktien Europa EU EQ LUX 04/29 EUR 14.29 –0.3 –18.1 –10.4
LuxTopic-Pacific AS EQ LUX 04/29 EUR 10.37 14.6 –42.8 –24.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 03/31 USD 32.30 –6.6 –53.8 –13.3

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 04/26 SAR 5.28 11.4 NS NS
EFG-Hermes Telecom OT EQ BMU 03/31 USD 24.85 –3.1 –28.2 –12.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 04/28 USD 272.47 11.0 –12.4 –5.6
Sel Emerg Mkt Equity GL EQ GGY 04/28 USD 139.97 6.9 –46.6 –20.5
Sel Euro Equity EUR US EQ GGY 04/28 EUR 74.07 0.7 –41.7 –30.8
Sel European Equity EU EQ GGY 04/28 USD 128.44 –6.6 –52.3 –32.8
Sel Glob Equity GL EQ GGY 04/28 USD 138.13 –3.8 –45.8 –29.8
Sel Glob Fxd Inc GL BD GGY 04/28 USD 123.76 –4.0 –17.5 –6.7
Sel Pacific Equity AS EQ GGY 04/28 USD 92.52 2.3 –44.1 –22.9
Sel US Equity US EQ GGY 04/28 USD 97.43 –3.3 –39.3 –24.9
Sel US Sm Cap Eq US EQ GGY 04/28 USD 130.58 –0.1 –39.4 –29.0

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 04/27 EUR 291.23 –0.2 –14.7 –10.0
EPB Flexible 50/50 OT OT LUX 04/27 EUR 215.37 –0.3 –21.9 –15.1
KBC Eq (L) Europe EU EQ LUX 04/28 EUR 386.82 –0.5 –42.4 –30.9
KBC Eq (L) Japan JP EQ LUX 04/28 JPY 15062.00 –10.0 –42.4 –33.3
KBC Eq (L) NthAmer EUR US EQ LUX 04/28 EUR 437.53 –4.2 –40.2 NS
KBC Eq (L) NthAmer USD US EQ LUX 04/28 USD 639.14 –3.7 –38.5 –22.7
KBL Key America EUR US EQ LUX 04/27 EUR 310.19 –2.7 –43.4 –26.2
KBL Key America USD US EQ LUX 04/27 USD 326.30 –2.0 –42.3 –24.9

KBL Key East Europe EU EQ LUX 04/27 EUR 1310.22 23.8 –54.7 –34.4
KBL Key Eur Sm Cie EU EQ LUX 04/27 EUR 660.95 5.1 –44.6 –35.1
KBL Key Europe EU EQ LUX 04/27 EUR 514.16 –0.9 –33.7 –26.7
KBL Key Far East AS EQ LUX 04/27 USD 964.59 6.9 –42.9 –22.3
KBL Key Major Em Mkts GL EQ LUX 04/27 USD 400.96 17.0 –52.6 –23.3
KBL Key NaturalRes EUR OT EQ LUX 04/27 EUR 381.45 12.0 –34.6 –17.0
KBL Key NaturalRes USD OT EQ LUX 04/27 USD 381.11 5.7 –45.1 –18.6

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 04/24 USD 39.45 15.6 –41.2 –20.6
LG Asian Plus AS EQ CYM 04/24 USD 40.07 6.0 –42.7 –18.9
LG Asian SmallerCo's AS EQ BMU 04/28 USD 59.50 7.9 –51.7 –38.1
LG India EA EQ MUS 04/23 USD 34.06 6.7 –50.0 –23.2
Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 04/24 EUR 19.68 –25.0 –62.6 –52.7
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By James T. Areddy

SHANGHAI—The Shanghai gov-
ernment is trying to orchestrate the
buyout of a twin-tower hotel project
that looms unfinished over one of
the city’s priciest neighborhoods as
its chief backer, an American known
for his philanthropy in China, wavers
about the cost of completing it, say
people familiar with the situation.

The matching buildings are de-
signed to house two ultraluxury ho-
tels, a Chinese interpretation of
Dubai’s sail-shaped Jumeirah Burj
Al Arab and a top-end Conrad, a Hil-
ton Hotels Corp. brand.

Late last year, just as workers
were erecting latticework exteriors
and linking the 30-floor towers with
a sky-bridge, the project’s primary in-
vestor, businessman Leo KoGuan, or-
dered a project review and left China.

Now, amid a scramble to find
money to complete the project, dark
shadows flitter through the honey-
comb shell in an illustration of how
the global financial crisis has dulled
the sheen on a showcase Chinese city.

For a decade, Shanghai has been
a magnet for foreign investors, offer-
ing them the first opportunities in
China to buy high-quality apart-
ments, skyscrapers, shopping malls,
warehouses and luxury hotels.

But Shanghai’s global ties also
mean foreigners are a chief risk to-
day, with their weakened balance
sheets and funding difficulties re-
moving a key pillar of demand.

China’s economy continues to ex-
pand, but its hotel industry is weak,
and prices of all properties rose so
fast that many now anticipate a fall.

Mr. Leo’s stalled project has
prompted questions in Shanghai
about whether he is reconsidering
his exposure to the project or has run
short of money. Mr. Leo couldn’t be
located for comment. Questions di-
rected to Mr. Leo were addressed in a
statement from the Beijing offices of
public-relations firm Fleishman-Hill-
ard and by a spokeswoman at Fleish-
man-Hillard, who says she has never
met or spoken with Mr. Leo.

Delays stem from cost overruns, a
project budget review and other con-
tractual issues, not Mr. Leo’s financial
position or commitment to the hotels,
one statement said. A person familiar
with Mr. Leo’s thinking says “money
is not the issue” but he doesn’t feel a
rush to complete the hotels.

For Shanghai, the project in the
city’s ritzy Xintiandi zone may be too
big to fail. Prominent and centrally lo-
cated in Shanghai, it blights the sky-
line ahead of China’s biggest coming
event, a World Expo, next May.

One plan Shanghai authorities
have considered is to buy a stake in
the project through a government-
owned company, say people knowl-
edgeable about discussions. A spokes-
man for one such company, Shanghai
Industrial Investment (Holdings)
Co., says it has considered investing
but no decisions were made. A govern-
ment spokesman says any transac-
tion would be a commercial decision.

Luxury hotels in Shanghai look
risky: The city’s first-quarter growth
sank to 3.1%, about half the national
pace. International hoteliers plan to
add 46% more rooms in Shanghai be-
fore the end of next year, even as oc-
cupancy has fallen to 42%, according
to Jones Lang LaSalle Hotels.

Government activity is rarely pub-
licized, but a December change in
control of Shanghai’s 421-guestroom
Four Seasons—between two Shang-
hai Industrial units—was made pub-
lic: $173 million for 87% ownership.

The stalled project is 85%-owned
by Mr. Leo, a 54-year-old Indonesian-
born technology magnate.

“All parties involved in the project
are actively exploring ways to bring
down the costs, including but not lim-
ited to potential sale of equity stakes
to a third party,” said the statement is-
sued via Fleishman-Hillard. It noted a
desire to finish the project “with qual-
ity and within commercially accept-
able costs before the Expo.”

A 1982 graduate of Columbia Uni-
versity’s School of International and

Public Affairs, Mr. Leo co-founded
SHI International Corp., a Piscat-
away, N.J., computer-services firm.
Mr. Leo is chairman and 40% share-
holder of closely held SHI, which had
$2.44 billion in revenue last year. His
surname Leo reflects his Chinese
ethnicity, but other family members
use the Indonesian name Suliawan.

In recent years, Mr. Leo turned his
attention to China, where he wore col-
orful designer clothes and drove a
Bentley convertible. Beginning in
2005, he promised gifts to three of
China’s most prestigious universi-
ties: $28 million for Peking, $30 mil-
lion to Jiao Tong and $12.5 million to
Fudan. A building is named for him at
Peking, as is the law school at Jiao
Tong, although the schools say the
pledges are expected over decades.

Publicly available U.S. tax filings
from Mr. Leo’s philanthropic vehicle,
The Leo KoGuan Foundation, put his
cash and stock donations between
2003 and 2007, the most recent year
available, at $4.01 million for a Peking
University foundation and $1.5 mil-
lion for a Jiao Tong University charity,
plus over $1.3 million for New York’s
Asia Society, where he is a trustee.

As early as 2004, Mr. Leo had put
money in Shanghai real estate. He
owned shares in Hong Kong-listed de-
veloper Shui On Land Ltd. and con-
trolled about $50 million of its stock
when it made a 2006 initial public of-
fering, regulatory disclosures show.

The twin-hotel project got under
way in 2005. By last August, once a
soft opening target date, little inte-
rior work was completed. Today, the
site is quiet. Jumeirah said it hopes
to open this year, while Conrad antic-
ipates a first-half 2010 launch.

 —Bai Lin contributed
to this article.

Stalled showcase seeks funds
Will Shanghai say
twin-tower project
is too big to fail?

China, Taiwan ties warm
with WHO, investment
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A scramble is on for funds to finish these two matching buildings, which will
house the Jumeirah Han Tang Xintiandi Hotel and the Conrad Shanghai hotel.

By Jason Dean

TAIPEI—China and Taiwan
achieved two more breakthroughs
in their rapidly improving ties,
with a Chinese company announc-
ing the country’s first significant
investment in Taiwan and Beijing
agreeing to let the island partici-
pate in a meeting of the World
Health Organization’s ruling body.

China Mobile Ltd., the Chinese
government-owned wireless gi-
ant, agreed to pay 17.8 billion New
Taiwan dollars, or about US$527
million, for 12% of Far EasTone
Telecommunications Co., Tai-
wan’s third-biggest phone com-
pany by revenue. The deal still
needs approval from Taiwan regu-
lators. If completed it would be
the first direct investment from
China in a Taiwan company.

The deal was announced the
same day that officials from both
sides said China had agreed to let
Taiwan send observers to the an-
nual meeting of the World Health
Assembly, the WHO’s ruling body,
next month in Geneva.

The invitation sets the stage for
Taiwan’s first participation in
WHO since 1971, when the island’s
Kuomintang government left the
United Nations, WHO’s parent orga-
nization, and mainland China’s com-
munist government took its seat.

China’s government claims
democratically governed Taiwan
as part of its territory and has long
used its diplomatic might to iso-
late the island and prevent its par-
ticipation in international organi-
zations. Taiwan’s government,
meanwhile, allowed its companies
to invest tens of billions of dollars
in China in the past two decades
but has long barred Chinese invest-
ment in Taiwan, fearing its giant
neighbor could use ownership in
its companies to exert political
pressure.

Ties have improved rapidly
since Taiwanese President Ma
Ying-jeou took office last May
pledging to set aside longstanding
disputes and enhance contacts
with China. The two sides have
signed a series of agreements eas-
ing limits on investment between
them and establishing the first reg-
ular two-way air and shipping traf-
fic in six decades.

Just this past weekend, negotia-
tors reached agreements to allow
for a further opening of financial

services between the two sides
and agreed in principle to allow in-
vestment from China in Taiwan.
Taiwan’s rules governing such in-
vestments are expected to be is-
sued soon. Beijing said Wednes-
day that its new rules on Chinese
companies investing in Taiwan
will take effect Friday.

Regulatory uncertainty could
complicate the China Mobile deal,
which has been under negotiation
for about a year. Taiwanese offi-
cials declined to comment on the
deal Wednesday. Given the warm-
ing ties between the two govern-
ments, approval is likely—and
other Chinese investments in Tai-
wan are widely expected to follow.

The decision to let Taiwan at-
tend the World Health Assembly
meeting helps address what has
been one of the more emotionally
charged issues still dividing Tai-
wan and China.

Taiwanese have long been frus-
trated by their inability to partici-
pate in international groups—es-
pecially the WHO, given its impor-
tant role fighting outbreaks of dis-
eases such as the current swine-
flu epidemic. In the 2003 Severe
Acute Respiratory Syndrome, or
SARS, epidemic, which killed 37
people in Taiwan, restrictions on
interaction with Taiwan meant
WHO officials didn’t arrive on the
island until more than a month af-
ter the first infections began ap-
pearing—a delay that angered
many in Taiwan.

Taiwan’s participation in the
WHO will still be limited—its ob-
server status means it won’t have
a vote on policy, and it appears
that Taiwan’s invitation may need
to be renewed every year, leaving
the possibility that Beijing could
withhold consent in the future.
WHO officials didn’t respond to re-
quests for comment.

Taiwanese officials were
pleased at the invitation. Mr. Ma,
the president, said the invitation
represents “goodwill” from Chi-
na’s leadership.

China’s official Xinhua news
agency quoted a spokesman for its
Ministry of Health as saying:
“Such an arrangement shows our
goodwill to achieve practical bene-
fits for Taiwan people and indi-
cates our sincerity to promote
peaceful development of cross-
Straits relations.”
 —Ting-I Tsai in Taipei

contributed to this article.
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Pyongyang threatens to test
a missile after U.N. penalty

Russia opens up on crash
Probe concludes
officials didn’t heed
environmental laws

Spanish judge probes
U.S. torture allegations

ECONOMY & POLITICS

The crash site in Siberia of a helicopter carrying officials who were later found to
be illegally shooting wild animals from the air. Seven died in the January crash.

By Evan Ramstad

SEOUL—North Korea on Wednes-
day said it may test another nuclear
device or more missiles to retaliate
for a penalty imposed by the U.N. Se-
curity Council after the country on
April 5 launched what it says was a
space-bound rocket but most others
believe was a long-range missile.

North Korea said it wanted an
apology from the Security Council
or it would take “self-defense mea-
sures” that include “a nuclear test
and intercontinental ballistic mis-
sile tests.”

The latest announcement was
the most threatening of several criti-
cal remarks North Korea has issued
since the Security Council on April
13 issued a statement condemning
the North’s launch. The council’s
statement had less diplomatic force
than resolutions passed when North
Korea tested missiles and a nuclear
device in 2006.

Even so, North Korea initially
called the U.N. penalty an “unbear-
able insult.” A day after the penalty,
it expelled international monitors
from its nuclear facilities and said it
would withdraw from the six-na-
tion, aid-for-disarmament talks
that began in 2003 as well as restart
the weapons facilities it disabled as
part of that diplomatic process.

The overall effect of its actions
and statements means that North

Korea is back on a path to advance
its nuclear-weapons program with
another test of an atomic de-
vice—a dramatic reversal from the
course it was on in October when
the U.S. removed the country from
its list of state sponsors of terror.
At that time, North Korea was tear-
ing apart the nuclear complex that
provided fuel for its atomic weap-
ons and allowing inspectors from
the International Atomic Energy
Agency to watch.

North Korea assumed a confron-
tational posture again with the April
5 launch, which it says delivered a
satellite into space. Other countries
that monitored the launch said the
three-stage rocket or missile trav-
eled for about 13 minutes and then
plunged into the Pacific Ocean in-
stead of reaching space.

North Korea has only tested a nu-
clear device once before, in October
2006, and it yielded a small explo-
sion relative to first tests of nuclear
weapons in other countries. The
country warned of that test for sev-
eral weeks ahead of time.

As part of the six-nation denucle-
arization talks last year, North Ko-
rea told diplomats from the other
five countries—China, Japan, Rus-
sia, South Korea and the U.S.—that
its weapons development program
had produced 36 kilograms of pluto-
nium fuel, enough to make a handful
of nuclear explosive devices.

By Andrew Osborn

MOSCOW—When photos sur-
faced of a January helicopter crash in
Siberia that appeared to involve gov-
ernment officials on an illegal hunt,
wildlife campaigners assumed the
Kremlin would hush up the incident.

Yet state-run media covered the
story, a senior official in the region re-
signed, and federal prosecutors inves-
tigated. This month, they concluded
the local government had failed to en-
force environmental laws.

The Kremlin’s unexpected open-
ness about the accident handed a rare
moment in the public eye to Russia’s
fledgling green movement, which of-
ten struggles to be heard. But Krem-
lin-watchers say there’s more to it.

President Dmitry Medvedev—
anxious about rising social unrest in
regions where the economic crisis is
putting hundreds of thousands out of
work—has used the incident as part
of his effort to focus public anger on
regional officials, analysts say.

I n re c e n t m o n t h s, M r.
Medvedev has fired four regional
governors—harsh even by the stan-
dards of his hard-line predecessor
Vladimir Putin. Mr. Medvedev has
devoted large chunks of his
speeches on the economic crisis to
chastising local officials.

The Kremlin denies that it used
the helicopter incident for any politi-
cal aim. “There are thousands of
other incidents like this that don’t
cause such a stir,” says one Kremlin of-
ficial. “This one did, for some reason.”

The hunt—for endangered wild
mountain sheep, or argali—came to
light after the helicopter crashed into
a snowy mountainside in Siberia on
Jan. 9. Among the seven dead were

two regional officials and two federal
officials, including Alexander Kosop-
kin, President Medvedev’s representa-
tive in the lower house of parliament.

Soon after, a local Internet news
service published photographs
showing the helicopter wreckage
ringed by several sheep carcasses
that wildlife campaigners said were
clearly the endangered argali. The
government-friendly newspaper Iz-
vestia looked into the practice of
VIP hunting. At first, local officials
denied the crash occurred during a
hunt. Then they said it was a hunt,
but that the party had licenses to kill
goats and deer—though not from
the air, which is illegal.

An internal Federal Air Trans-
port Agency telegram, leaked in the
press and later confirmed by the
agency, told a different story. It said
the passengers had been shooting
wild animals from the air.

Demonstrators in Moscow and Si-
beria rallied to protest poaching.

They directed their anger at local of-
ficials, rather than the late Mr. Kos-
opkin, perhaps hesitant to criticize
someone who had been so close to
the center of power.

Federal prosecutors delved into
the region’s compliance with envi-
ronmental laws, and this month said
they had found numerous viola-
tions, including poaching. The inves-
tigators criticized local officials for
failing to enforce the law, calling for
some to be punished.

Many illegal helicopter hunts
take place across Russia each year,
says Igor Chestin, director of the
Russian branch of the global World
Wildlife Fund. He wants Mr.
Medvedev to pronounce his moral
judgment on the practice. “It would
be a signal that the law is equal for
everyone,” he says.

A Kremlin official said the presi-
dent couldn’t comment until the cir-
cumstances of the crash had been of-
ficially and definitively clarified.
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MADRID—Spain’s best-known in-
vestigating magistrate has begun a
formal criminal probe into allega-
tionsthat the Bush administration tor-
tured prisoners at Guantanamo Bay.

Judge Baltasar Garzón said in a
decision filed this week that he had
initiated an investigation into the
“perpetrators, instigators, neces-
sary collaborators and accomplices
to” what four former detainees say
was torture at the U.S. naval base in
Cuba, according to a copy of the rul-
ing seen by The Wall Street Journal.

The Bush administration has in
the past strongly denied torturing de-
tainees at its prisons in Guantanamo,
Afghanistan and elsewhere. It has
said that “enhanced interrogation
techniques” such as waterboarding,
or simulated drowning, were legal.

The investigation is separate
from another that was launched ear-
lier this year by Judge Garzón into al-
legations that six former Bush ad-
ministration officials sanctioned the
torture of terror suspects. Spain’s
government prosecution service has
moved to dismiss that investigation,
arguing the country’s justice system
isn’t qualified to lead a “general in-
quiry into policies put in place by the
previous U.S. administration.”

A Spanish investigating judge is
empowered to launch formal investi-
gations, though that doesn’t mean a
case would come to trial.

U.S. Attorney General Eric
Holder, when asked about the new
Spanish investigation, said the U.S.
was committed to the rule of law and
would examine any requests for le-
gal assistance on an individual basis.

Spanish law enshrines the doc-
trine of “universal justice,” under

which crimes against humanity al-
leged to have taken place anywhere
can be tried in its courts. In practice,
however, government prosecutors
have tried to rein in the country’s
judges, who have unsettled Spanish
diplomats by taking up controver-
sial cases involving events from
China to Israel.

Spain’s Attorney General Cándido
Conde-Pumpido warned recently
that such cases could turn Spain’s Na-
tional Court into a “plaything.”

But Judge Garzón, who leapt to
fame a decade ago when he had the
former Chilean dictator Augusto Pi-
nochet arrested in London, has a his-
tory of going his own way in a long
string of contentious cases.

The latest investigation is based
on allegations of torture by four
former Guantanamo inmates, a
Spaniard, a Moroccan, a Palestinian
and a Libyan. The four have alleged
in statements to Spanish police and
investigators that they suffered mis-
treatment during their captivity in
the U.S.-run prison camp.

The four men were previously ac-
quitted in Spain on charges of be-
longing to al Qaeda and have been re-
leased.

In his ruling, a copy of which was
reviewed by The Wall Street Journal,
Judge Garzón cited the documents re-
cently declassified by the Obama ad-
ministration as possible evidence
that the four men were subject to tor-
ture by the U.S. government.

The documents “have revealed
what was previously suspected: an
authorized and systematic plan of
torture and mistreatment of people,
deprived of their liberty without
charge and without the basic rights
of all detainees,” Judge Garzón
wrote in his ruling.
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Gl Balanced (Euro) I EU BA LUX 04/28 USD 12.51 –0.7 –31.9 NS
Gl Balanced A US BA LUX 04/28 USD 13.00 –2.2 –35.2 –20.2
Gl Balanced B US BA LUX 04/28 USD 12.44 –2.5 –35.9 –21.0
Gl Balanced I US BA LUX 04/28 USD 13.42 –2.0 –34.7 –19.7
Gl Bond A US BD LUX 04/28 USD 8.51 0.6 –2.4 0.4
Gl Bond A2 US BD LUX 04/28 USD 14.35 1.0 –2.6 0.4
Gl Bond B US BD LUX 04/28 USD 8.51 0.4 –3.5 –0.6
Gl Bond B2 US BD LUX 04/28 USD 12.66 0.7 –3.5 –0.6
Gl Bond I US BD LUX 04/28 USD 8.51 0.8 –1.9 1.0
Gl Conservative A US BA LUX 04/28 USD 13.02 –0.5 –19.9 –10.5
Gl Conservative A2 US BA LUX 04/28 USD 14.51 –0.5 –19.7 –10.3
Gl Conservative B US BA LUX 04/28 USD 13.00 –0.8 –20.6 –11.2
Gl Conservative B2 US BA LUX 04/28 USD 13.88 –0.8 –20.5 –11.2
Gl Conservative I US BA LUX 04/28 USD 13.06 –0.2 –19.1 –9.7
Gl Eq Blend A GL EQ LUX 04/28 USD 8.50 –4.9 –52.1 –32.8
Gl Eq Blend B GL EQ LUX 04/28 USD 8.03 –5.2 –52.5 –33.4
Gl Eq Blend I GL EQ LUX 04/28 USD 8.92 –4.6 –51.7 –32.2
Gl Growth A GL EQ LUX 04/28 USD 30.89 –4.2 –51.9 –31.5
Gl Growth B GL EQ LUX 04/28 USD 25.96 –4.5 –52.4 –32.2
Gl Growth I GL EQ LUX 04/28 USD 34.11 –4.0 –51.5 –31.0
Gl High Yield A US BD LUX 04/28 USD 3.23 12.0 –23.0 –12.2
Gl High Yield A2 US BD LUX 04/28 USD 6.51 13.0 –22.9 –12.1

Gl High Yield B US BD LUX 04/28 USD 3.23 11.6 –24.0 –13.2
Gl High Yield B2 US BD LUX 04/28 USD 10.53 12.6 –23.7 –13.0
Gl High Yield I US BD LUX 04/28 USD 3.23 12.2 –22.5 –11.6
Gl Value A GL EQ LUX 04/28 USD 8.01 –5.7 –52.3 –34.1
Gl Value B GL EQ LUX 04/28 USD 7.41 –6.0 –52.8 –34.8
Gl Value I GL EQ LUX 04/28 USD 8.47 –5.5 –52.0 –33.6
India Growth A EA EQ LUX 04/24 USD 65.03 12.6 –43.0 –13.2
India Growth B EA EQ LUX 04/24 USD 55.97 12.2 –43.6 –14.0
India Growth I EA EQ LUX 04/24 USD 67.17 12.7 –42.8 –12.9
Int'l Health Care A OT EQ LUX 04/28 USD 107.13 –8.8 –27.1 –20.4
Int'l Health Care B OT EQ LUX 04/28 USD 90.98 –9.1 –27.9 –21.1
Int'l Health Care I OT EQ LUX 04/28 USD 116.42 –8.5 –26.6 –19.7
Int'l Technology A OT EQ LUX 04/28 USD 78.68 7.6 –37.4 –20.2
Int'l Technology B OT EQ LUX 04/28 USD 68.64 7.2 –38.0 –20.9
Int'l Technology I OT EQ LUX 04/28 USD 87.75 7.8 –36.9 –19.5
Japan Blend A JP EQ LUX 04/28 JPY 5218.00 –2.8 –43.8 –32.0
Japan Growth A JP EQ LUX 04/28 JPY 5186.00 –6.8 –43.2 –32.1
Japan Growth I JP EQ LUX 04/28 JPY 5307.00 –6.5 –42.8 –31.5
Japan Strat Value A JP EQ LUX 04/28 JPY 5211.00 1.0 –44.8 –32.0
Japan Strat Value I JP EQ LUX 04/28 JPY 5320.00 1.3 –44.3 –31.5
Real Estate Sec. A OT EQ LUX 04/28 USD 9.59 –10.1 –52.0 –37.2
Real Estate Sec. B OT EQ LUX 04/28 USD 8.83 –10.4 –52.5 –37.8
Real Estate Sec. I OT EQ LUX 04/28 USD 10.26 –9.8 –51.6 –36.7
Short Mat Dollar A US BD LUX 04/28 USD 6.69 0.0 –13.2 –11.2
Short Mat Dollar A2 US BD LUX 04/28 USD 8.79 0.3 –13.3 –11.3
Short Mat Dollar B US BD LUX 04/28 USD 6.69 –0.1 –13.6 –11.6
Short Mat Dollar B2 US BD LUX 04/28 USD 8.77 0.1 –13.7 –11.7
Short Mat Dollar I US BD LUX 04/28 USD 6.69 0.2 –12.7 –10.7
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NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
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Airlines recover flu losses,
China plays rise on earnings

India Equity
Funds that invest primarily in the equities of Indian companies. At least 75% of total assets
are invested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending April 29, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS Elephant Promethean 2 GBPiIsle of Man 3.54 –26.53–17.86 NS
Capital PLC Limited

5 Comgest Comgest Asset USDiIreland 12.08 –38.84–13.47 NS
Growth India Acc Management Intl Ltd

2 Kotak Indian Kotak Mahindra USDiMauritius –1.51 –39.69–20.49 –0.01
Life Sciences Port B Acc (International) Limited

NS New India Aberdeen Asset GBPiUnited Kingdom 13.93 –40.50–19.99 NS
Inv Tr Management Funds Limited

5 Franklin Franklin Templeton USDiLuxembrg 7.72 –41.63–15.26 NS
India A Acc $ Investment Funds

NS PRISMA PRISMA CHFiSwitzrlnd 9.11 –42.50 NS NS
Actions Inde B Acc Anlagestiftung

3 UTI India UTI International GBPiMauritius 8.65 –42.53–17.73 18.14
Fund 1986 Shares Ltd

4 LionGlobal Lion Global SGDiSingapore 7.84 –42.81–16.19 14.06
India SGD Investors Ltd

4 AB India AllianceBernstein USDiLuxembrg 12.57 –43.02–13.18 12.30
Growth A Acc (Luxembourg) S.A.

NS Jupiter Jupiter Unit Trust GBPiUnited Kingdom 11.73 –43.06 NS NS
India Acc Managers Ltd
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By Christina S.N. Lewis

Like many developers of resort
Caribbean real estate, David
Johnson is facing the daunting chal-
lenge these days of selling ultralux-
ury Caribbean property at a time
when the economy is tanking and
buyers are in retreat.

But he is getting some help from
a powerful ally: the government of
the British Virgin Islands, which has
agreed to ease some restrictions on
foreign real-estate buyers.

Qualified buyers willing to pay
$2 million to $25 million for a lot in
Mr. Johnson’s Oil Nut Bay, an
88-home, low-density development
under construction in Virgin Gorda,
will benefit from a new 90-day auto-
matic approval for a landholder li-
cense. The government also is ex-
panding the local airport and is pro-
viding better cellular service and
high-speed wireless access for
smart-phone use.

“The government realized, given
the current economic climate and
given that we live by tourism, that
we want to have these investors
come in,” says Clyde Lettsome, per-
manent secretary for the Ministry
of Natural Resources and Labor.

As property markets fall world-
wide, one of the few consolations
for real-estate investors is that
some governments have become
more open to nonresident property
owners. A growing number of them
are considering loosening or tempo-
rarily suspending foreign property-
ownership restrictions in a bid to
stimulate their real-estate markets.
In January, for example, Beijing is-
sued a one-year suspension of a one-
year residency requirement for for-
eign nationals buying a house.

The Cayman Islands and Austra-
lia have also recently loosened their
rules. Meanwhile, the issue is being
discussed in numerous other coun-
tries, including the Philippines.

Loosening foreign-investment
restrictions isn’t new. Governments
have been attempting to stimulate
foreign investment for years in re-
sponse to swelling interest from in-
ternational investors. In 2005, India
began letting foreigners invest di-
rectly in Indian residential and com-
mercial real-estate development.
And, in late 2006, the government
lifted a required 10-year lock-in pe-
riod on repatriating property sale

proceeds, although it’s limited to $1
million a year.

Slumping property sales has
given the issue renewed urgency, as
countries strive to find ways to stim-
ulate local economies. Last month,
the historically foreign-investment-
friendly government of the Cayman
Islands temporarily lowered rates
on their real-estate transfer “stamp
duty” taxes, including a reduction to
5% from 7.5% on waterfront prop-
erty. At the same time, the country’s
real-estate brokers group, Cayman
Islands Real Estate Brokers Associa-
tion, announced a 20% rebate on
commissions. The discounts last
through Sept. 30.

Restrictions on foreign owner-
ship exist mainly in emerging prop-
erty markets. Most Western Euro-
pean countries, including the U.K.,
France and Italy, don’t restrict for-
eign nationals from owning real es-
tate. (Notable exceptions are Swit-
zerland and Austria, which have es-
tablished some foreign-buyer quo-
tas to keep prices down in some ski
towns.) The U.S. doesn’t restrict for-
eigners from buying property.

Ways to restrict foreign invest-
ment aside from outright bans in-
clude high transfer taxes and limits
on when and how much money inves-
tors can repatriate. Rules can differ
depending whether the purchase is
a residence or an investment.

To be sure, not all countries are
choosing to loosen regulations.
Some may crack down on foreign in-
vestment, blaming it for driving
prices to unsustainable levels, says
Danny Bance, managing partner of
U.K.-based International Property
Investment Network, a research and
investment services provider for in-
vestors.

But many governments believe
that foreign investment spurs infra-
structure development, which
spurs economic opportunity, says
Mr. Johnson, 59 years old, of De-
troit, who got his start developing
luxury property in Michigan, includ-
ing a large Lake Michigan resort. He
says he helped convince the British
Virgin Islands government to loosen
curbs on foreign investment partly
through his willingness to hire local
residents for senior management po-
sitions.

Oil Nut Bay is Mr. Johnson’s big-
gest solo project and his first in the
Caribbean. He bought the undevel-
oped 120-hectare peninsula in 2006
for an undisclosed price and has
spent millions on infrastructure,
roads, electricity, the arrival dock,
the beach club and other structures.

Yet sales are slow. After about
four months of marketing, he says
he has sold about eight lots of the
roughly 45 for sale at “founders”
prices, ranging from $1.9 million for
a “ridge villa” one-acre lot to $25
million for 10 acres with 360-degree
views. Nevertheless, he says he isn’t
strapped for funds.

Oil Nut Bay’s beach club is slated
for completion in December and con-
struction costs are expected to total
$500 million for the full project, in-
cluding what buyers will pay to
build their houses and the cost of
shipping in 5,000 metric tons of
sand to create a sandy beach.

There is still a market for unique,
luxury development, Mr. Johnson
says, despite the recession. He ad-
mits, however, that there are fewer
buyers than there used to be. He
notes: “If we had 1,000 units [to
sell], I would be scared to death.”

Nations give developers help
To boost economies,
some loosen rules
on foreign buying
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By Myra Picache

And Rosalind Mathieson

Airlines staged a comeback as in-
vestors started to look past head-
lines about the swine-flu outbreak,
and earnings reports bolstered Chi-

nese stocks.
Airline stocks

had been among
the biggest declin-
ers in the past few

days amid concern that the flu out-
break will hurt travel and tourism.
In Hong Kong, China Southern Air-
lines soared 10% and Cathay Pacific
Airways rose 5.6%. Air China
climbed 6.9% in Shanghai and Qan-
tas Airways gained 3.2% in Sydney.

Hong Kong’s Hang Seng Index
climbed 2.8% to 14956.95, its largest
one-day gain since April 14, while
China’s Shanghai Composite also ad-
vanced 2.8% to 2468.19.

Industrial & Commercial Bank
of China rose 2.5% in Shanghai and
4.6% in Hong Kong. China Petro-
leum & Chemical gained 2.9% in
Shanghai and 3.6% in Hong Kong.
Both companies reported strong
quarterly earnings.

South Korea’s Kospi rallied 2.9%
to 1338.42, snapping a three-session
losing run, after the Bank of Korea
said the nation registered a record
current-account surplus of $6.65 bil-
lion in March. That marked a sharp
increase from the $3.56 billion sur-
plus in the previous month.

India’s Sensex jumped 3.7% to
11403.25, its fourth gain in five ses-
sions, as investors covered short po-
sitions ahead of a long weekend. The
market will be closed for an election
Thursday, and for the Labor Day holi-
day on Friday.

Singapore’s Straits Times firmed
2.3% to 1849.57. Japanese financial
markets were closed for the Showa
Day holiday.

Concern about rising bad loans
hit banking stocks in Australia. The
S&P/ASX 200 fell 0.4% to 3695.30,
hit by a 7.4% slump in shares of Aus-
tralia & New Zealand Banking
Group. The bank said first-half earn-
ings were hit by escalating charges
for bad loans and the outlook for
credit quality remained difficult.

National Australia Bank
dropped 3.5% and Bank of Queens-
land fell 6.7%.

The Oil Nut Bay development in the British Virgin Islands will benefit from eased
foreign-ownership restrictions and an expanded local airport.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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