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U.S. Defense Secretary
Robert Gates on Monday un-
veiled a sweeping overhaul of
weapons priorities to reori-
ent the Pentagon toward win-
ning unconventional conflicts
like the one in Afghanistan,
rather than fighting major
powers like China and Russia.

Mr. Gates said his pro-
posed budget represented
“one of those rare chances to
match virtue to necessity; to
critically and ruthlessly sepa-
rate appetites from real re-
quirements,” and that politics
played no role in his analysis.

The assault on business as
usual in Pentagon procure-
ment proposes canceling or
severely cutting back nearly
every program that is either
over budget or behind sched-
ule. Mr. Gates’s hit list in the
Defense Department’s 2010
budget includes a number of
programs that contractors
such as Lockheed Martin
Corp. and Boeing Co. have
said will lead to thousands of
lost jobs in the aerospace in-
dustry.

While Mr. Gates proposed
boosting certain programs, in-
cluding big ones such as Lock-
heed’s Joint Strike Fighter
jet, and a variety of un-

manned aerial vehicles, the
scope of program cuts and cur-
tailed orders is wide. Mr.
Gates said the Air Force will
not order more of Lockheed’s
$143 million F-22 Raptors,
widely considered to be the
world’s most advanced
fighter jet, beyond the 187 al-
ready expected. He said he
planned to order no more Boe-
ing C-17 transport planes be-
yond the 205 planned.

Mr. Gates’s plans have
clear international implica-
tions. His decision to increase
spending on the F-35, which
involves European nations
and defense companies, from
$6.8 billion to $11.2 billion in

2010, secures the program’s
future and will help keep
costs in check for nations
such as the U.K. and the Neth-
erlands.

However, in a blow that
carries as much symbolic
weight as it does financial,
Mr. Gates said he intends to
cancel the Lockheed-led ef-
fort to build a new fleet of Ma-
rine One helicopters for the
U.S. president. Finmeccani-
ca’s AgustaWestland is a part-
ner on that program, which
had called for heavily modify-
ing a US101 helicopter into a
flying limousine.

Mr. Gates said he had de-
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By Jonathan Weisman

And Farnaz Fassihi

ANKARA, Turkey—Barack
Obama, in his first appear-
ance as U.S. president in a
Muslim nation, waded Mon-
day into Turkey’s thorniest is-
sues—the slaughter of Arme-
nians in World War I and the
rising power of political Islam
in a secular state.

By evoking his own coun-
try’s past and the difficult rela-
tions between the two coun-
tries under former president
George W. Bush, Mr. Obama
appealed to this crucial ally to
repair ties.

“I know that the trust that
binds the United States and
Turkey has been strained, and
I know that strain is shared in
many places where the Muslim
faith is practiced,” he told Tur-
key’s parliament in a speech
beamed live throughout the
Muslim world. “So let me say
this as clearly as I can: the
United States is not and will
never be at war with Islam.”

The last leg of this over-
seas tour is also the most dip-
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Bosnian blues
Politicians are standing
in the way of needed eco-
nomic reforms. Page 14
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U.S. to shake up big weapons programs

Massive quake rocks Italy
More than 100 people die, thousands left homeless; ‘everything was falling’
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An earthquake struck central Italy early Monday morning. Above, two men hug amid the debris in the city of L’Aquila, near the epicenter.
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U.S. crisis makes Indian men
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News in Depth: Even in a downturn, companies are spending on innovation
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By Stacy Meichtry

L’AQUILA, Italy—A power-
ful earthquake shook this me-
dieval town in central Italy
early on Monday morning,
killing at least 100 people, de-
stroying houses, schools and
cultural sites and leaving
tens of thousands without a
home.

Rescue workers worked
into the night on Monday,
sifting through slabs of
walls, twisted steel, furni-
ture and wire fences strewn
on gray-dusted sidewalks in
search of possible survivors

stuck under the rubble. The
quake, the most devastating
in Italy in nearly three de-
cades, which had a magni-
tude of 6.3 and was strong
enough that many felt it in
Rome, 100 kilometers to the
west of L’Aquila.

“Everything was falling.
Furniture, dishes,” said Gio-
vanna Papola, 62. Her hus-
band had to pull her moth-
er’s body out of the ruins of
her nearby home, she said.

Italy has a long history of
earthquakes. In 2002, a
school in Puglia, in southern
Italy, collapsed during a

tremor, killing 30 people, in-
cluding many young chil-
dren. The worst Italian
quake in recent memory was
in Irpinia, also in the south,
in November 1980. Almost
3,000 people were killed and
thousands were left without
a proper home for years.

Italy’s buildings are par-
ticularly vulnerable to trem-
ors, analysts say—more so
than buildings in the U.S.
and Japan—because they of-
ten date back hundreds of
years and haven’t added
modern reinforcements to
help them withstand quakes.

“The housing style hasn’t
change for hundreds of
years,” said Robert Muir-
Wood, chief research officer
at Risk Management Solu-
tions, a disaster consultancy
in London. He estimated the
damage from Monday’s
tremor at “certainly in the
billions” of euros.

Many of the buildings
that collapsed or were dam-
aged in L’Aquila on Monday
were cultural monuments.
The back of the 13th-century
Basilica di Santa Maria di Col-
lemaggio, founded by future
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Global investment banks
had a remarkable start to
the year. But the rally has
gone far enough. Shares in
Goldman Sachs Group,
Morgan Stanley and J.P.
Morgan have doubled from
their lows while European
wholesale banks also are up
sharply. Barclays, for in-
stance, has tripled since
early March. Yet big ques-
tions remain over their fu-
ture business models, mak-
ing further price rises hard
to justify.

Sure, the banks were due
a rally after they used their
2008 results to finally mark
toxic exposures to realistic
prices. That relief turned to
excitement as it became
clear the industry was enjoy-
ing a substantial profit re-
covery. Investors also will
have rightly noted that pol-
icy makers on both sides of
the Atlantic are making it
abundantly clear that they
stand behind the industry.

But if the banks’ survival
looks assured, the challenge
for investors is to figure out
what multiple of book value
to pay for them—and what
the size of that book might
be. That is far less clear cut.

At the peak of the boom,

the average investment
banks were earning returns
on equity of around 25%,
well above their cost of capi-
tal of 10%, while book value
was growing fast. That en-
abled the banks to trade on
high multiples of book. But
these days, it isn’t clear
banks will be able to earn
returns over their cost of eq-
uity, which is around 13%.
Book value may even fall.

True, the first quarter
has been encouraging, with
most banks reporting a
boom in certain product ar-
eas such as foreign ex-
change, swaps, fixed income
trading and commodities.

And with so many competi-
tors gone, margins are up
anywhere between 50% and
300%, according to Morgan
Stanley. But not all areas
are performing well: Equi-
ties and mergers and acqui-
sitions are weak. And most
banks are pulling out of
once-lucrative businesses
such as structured products
which were capital intensive
and required expensive unse-
cured funding.

Besides, the positive im-
pact of higher margins is
likely to be at least partially
offset by deleveraging. The
15 largest investment banks
have so far shrunk their bal-
ance sheets by $3.6 trillion
and are likely to shed a fur-
ther $2 trillion in 2009,
equivalent to 13% of their
assets, according to Morgan
Stanley. The European
wholesale banks in particu-
lar still look highly lever-
aged, with average common
equity of 2.6% of tangible
assets, well below what
looks like becoming the in-
dustry standard of 4%.

Meanwhile, this delever-
aging must take place
against a backdrop of contin-
ued credit losses from prob-
lem areas such as monolines

and commercial property
that will eat into equity. The
banks also face significant
regulatory risk as new capi-
tal and liquidity require-
ments and new rules on
compensation take effect.

Where does that leave
investors? Morgan Stanley’s
base case is that average in-
dustry returns hit 13%—al-
though long-term industry
winners such as Barclays,
Credit Suisse and Deutsche
Bank with strong positions
in the new hot areas of flow
trading should do better—
while growth in book value
is subdued.

On that basis, valua-
tions in excess of book
value look hard to justify,
yet U.S. investment banks
are already trading well
above book value, while the
average European whole-
sale banks trades on 1.1
times average 2009 tangi-
ble book value, based on
Morgan Stanley forecasts.
True, not all of these are
pure investment banks, so
their valuations are influ-
enced by other factors. But
it does suggest that for the
time being, the good news
for the industry is now
priced in.
 —Simon Nixon

Hard choices for the U.K.

Massive quake in Italy kills more than 100

Politicians love to talk
about making hard choices.
But so far the financial cri-
sis has been an easy exer-
cise in spending taxpayers’
money. Not for much longer.

So severe is the deteriora-
tion in U.K. public finances
that when Chancellor of the
Exchequer Alistair Darling
delivers his budget April 22,
he will have to make some
hard choices indeed.

Public borrowing is
likely to overshoot Mr. Dar-
ling’s forecast by £17 billion
($25.21 billion) this year
alone, according to the Insti-
tute of Fiscal Studies. By
2015-16, it reckons, public-
sector net debt will have
risen to 81% if one includes
the International Monetary
Fund’s estimate of £130 bil-
lion of U.K. losses from fi-
nancial-sector bailouts. To
balance the budget by then,
Mr. Darling must find an ex-
tra £39 billion a year.

With public borrowing
now likely to exceed 10% of
GDP for the next three
years, Mr. Darling needs to
win back market confidence
with credible forecasts and
plans to balance the budget.

With corporate- and in-
come-tax receipts likely to
be structurally lower, that

should mean spending cuts
rather than tax increases
that might drive companies
and individuals offshore.
The Institute of Fiscal Stud-
ies reckons he would have
to freeze spending for five
years to fill the black hole
in the accounts.

Whether Mr. Darling has
the political strength for an
austere budget a year away
from an election amid rising
unemployment must be
open to doubt. But failure to
act threatens an even worse
outcome: rising inflation
and a showdown with the
Bank of England. BOE gover-
nor Mervyn King already
has warned that any further
fiscal stimulus could push
up inflation, which, if left
unchecked, could raise
doubts about the credibility
of the BOE’s inflation target.

That could leave the gov-
ernment facing the hardest
choice of all: whether to al-
low the BOE to put up inter-
est rates in a recession and
abandon quantitative eas-
ing, thereby forfeiting the
ability to monetize its debt;
or to remove the BOE’s infla-
tion target—and, with it,
riskwhat remains of the
U.K.’s financial credibility.
 —Simon Nixon

Bank stocks have risen enough

Pope Celestino the Fifth, collapsed,
leaving the church “open on the
back,” said Giuseppe Proietti, secre-
tary-general of Italy’s Culture Min-
istry, in an interview.

The dome of the Church of
Blessed Souls also caved in, as did
that of the Church of Saint August-
ine, said Mr. Proietti. Porta Napoli,
a gate in the city walls, also col-
lapsed, he added. The biggest dif-
ference between Monday’s earth-
quakes and past quakes “is the
size of the city and the number of
monuments it has,” Mr. Proietti
said.

Italian Prime Minister Silvio
Berlusconi declared a national
emergency, canceled a trip to Mos-
cow to visit Russian Prime Minis-
ter Vladimir Putin and flew by heli-
copter to the quake scene. “There
is not one single area in which res-
cue workers aren’t already work-
ing,” Mr. Berlusconi said on ar-
rival in the disaster area. “Nobody
is being left alone and that’s
what’s important.”

As aftershocks rumbled
through the dusty streets of
L’Aquila on Monday, residents
hugged one another, prayed qui-
etly or tried to call relatives. Some
pushed carts full of clothes and
blankets that they had thrown to-
gether before fleeing their homes.

Rescue officials were setting
up some 1,000 tents, enough to
host 12,000 people left without a
home, and some 4,000 beds had
been booked in local hotels. The
main hospital had been evacuated.
Officials estimated that about
100,000 people in the area had
been left homeless, and that as

many as 15,000 buildings in the
area were damaged by the temblor
and its aftershocks.

As has happened in many
quakes, some people said there

had been warnings that weren’t
heeded. Stefania Pezzopane, presi-
dent of L’Aquila province, said a se-
ries of tremors during recent
weeks should have warned authori-

ties that a larger one might be im-
minent. “This alarm had been
around for two months,” she said.
“We were told not to be afraid and
not to worry. Maybe instead we
should have worried more.”

The government was quick to
deny that any earthquake could
have been predicted. Mr. Berlus-
coni said this wasn’t the time to
lay blame, but a time to act deci-
sively to clear the rubble and find
shelter for those who had lost
their homes.

Assunta Mariani, 34, a dance
teacher living in the historic cen-
ter of L’Aquila, said she had scram-
bled out of her home early in the
morning, and rushed to her par-
ents’ house. It had collapsed, and
while her parents made it out
alive, her 74-year-old aunt didn’t.
“They had to knock down another
building just to get to her body,”
she said, talking in one of the tents
set up as temporary shelter.

Luigi Pompei, a 31-year-old
sound engineer who lives on the
outskirts of L’Aquila, said the re-
cent tremors had included a fairly
strong quake a week earlier.

Mr. Pompei said many of the
1960s-era apartment homes in his
neighborhood were damaged, and
that a few had partially collapsed.
He planned to spend the night in
his compact blue Toyota, because
he was worried about the deep
cracks that formed in his apart-
ment building. “I won’t be able to
sleep,” he said by telephone. “Too
many aftershocks.”
 —Davide Berretta

and Sebastian Moffett in Paris
contributed to this article.

Continued from first page

Rescue workers carry a woman out of a crumbled home in L’Aquila, Italy, on
Monday after the quake. Tens of thousands were left homeless.

Internet providers gird for fight as U.S. plans to overhaul system
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By Amy Schatz

Cable and telephone companies
in the U.S. are gearing up for a fight
as regulators begin work Wednesday
on a national broadband strategy
that could bring major changes to
how Internet services are delivered
to American homes.

The $787 billion government stim-

ulus package requires the Federal
Communications Commission to pro-
vide a road map for how potentially
billions of future taxpayer dollars
should be spent to build or upgrade
Internet lines across the U.S.

The agency will map out how the
U.S. can ensure that every American
not only has access to broadband,
but has service that runs much faster

than what is available today. It will
also look at how to update policies
that haven’t kept pace with the way
Americans get phone, cable-televi-
sion and Internet services at home.

Implicit in the review is that the
federal government plans to invest
more money in broadband infrastruc-
ture than the $7.2 billion promised
through the economic-stimulus plan.

The FCC plans to delve into issues
ranging from how to define faster,
next-generation broadband to what
sort of rules should be applied to
guarantee delivery of Internet traf-
fic. It will examine competition be-
tween Internet-service providers
and what can be done to provide in-
centives for building broadband in-
frastructure, FCC officials said.

A
ss

oc
ia

te
d

Pr
es

s

UBS

J.P. Morgan*

Barclays

Credit Suisse

Deutsche Bank

Morgan Stanley*

Goldman Sachs*

-22.5

-12.1

12.5

24.1

25.6

43.3%

36.3

Safe banks?
Year-to-date stock
performance

Source: Thomson Reuters Datastream
*As of mid-afternoon Monday

32 TUESDAY, APRIL 7, 2009 T H E WA L L ST R E ET JO U R NA L .



Agarwal, Uttam Prakash 8
Al-Qasimi, Elham ......... 22
Allen, Jamie ................. 23
Altinay, Hakan .............. 31
Altman, Roger ................. 5
Alyoshin, Boris ................ 7
Anderson, Ron ................ 4
Andreotti, Lamberto ...... 8
Arena, Alex .................... 23
Auspitz, Jack ................. 21
Ayliffe, Peter ................ 19
Barger, David ................ 30
Barrington, Colm ............ 4
Berner, Richard .............. 9
Bernstein, Stanley ........ 21
Bloom, Ron ...................... 5
Brewer, Montie ............. 30
Brookes, Martin ............ 22
Brueckner, Rich ............... 2
Chandler, Colin ............... 4
Cohen, David ................ 32
Cole, Adam ................... 20
Copps, Michael .............. 32
Cornelius, James ............ 8
Coyle, Sean ...................... 4
Crandall, Louis ................ 2
Crawford, Fred ................ 9
Cuomo, Andrew ............ 19
Curtis, Richard ............. 28
Dawson, Stephen ......... 22
Dhar, Ravi ........................ 9
DiBlasi, Gandolfo .......... 21

Dolber, Lon ..................... 2
Dummer, Henry ............... 4
Durkin, Edward ............. 24
Ellis, Colin ........................ 9
Estrin, Judy ................... 17
Everitt, Paul ................... 5
Genachowski, Julius ..... 32
Goncalves, George ........ 21
Goodwin, Fred ............... 24
Goyens, Rob ................... 7
Greco, Albert ................. 28
Hagglund, Joran .............. 7
Harbeck, Stephen P. ........ 2
Kapoor, Vibhav .............. 23
Khodorkovsky, Mikhail .... 8
Leach, John .................. 22
Leather, Suzi ................. 22
Levander, Andrew ......... 19
Li Ka-shing ................... 23
Li, Richard .................... 23
Little, Mark .................. 17
Lomax, Plum ................. 22
Lombard, Shelly ............ 19
Low, John ..................... 22
Ludwig, Eugene .............. 9
Lutin, Gary .................... 24
Madoff, Bernard ........... 19
Mannion, Dermot ........... 4
McCormick, Walter ....... 32
Merkin, J. Ezra .............. 19
Miller, Alexei ................... 8

Miller, Joe ..................... 17
Morris, Robert .............. 17
Muir-Wood, Robert ... 1,32
Niles, Meredith ............. 22
Palmisano, Sam ............ 24
Parker, Douglas ............. 30
Patel, Himanshu ............ 19
Pizelo, Tony ..................... 2
Raju, B. Rama ................ 8
Raju, B. Ramalinga ......... 8
Rake, Michael ................. 4
Ralph, Declan ................. 4
Rames, Philippe ............ 21
Rattner, Steven .............. 5
Ring, David ...................... 4
Rocks, Tim ..................... 23
Ruskin, Alan .................. 21
Sawiris, Naguib .............. 7
Scaroni, Paolo ................. 8
Schwarzenbauer, Peter ... 8
Shaw, Philip ................. 21
Su, Lisa .......................... 16
Tanuwidjaja, Sunny ....... 11
Tesija, Kathryn ................ 9
te Wechel, John ............ 24
Thorpe, Robert ................ 4
Vadlamani, S. .................. 8
Wagoner, Rick ................. 5
Walsh, Paul .................... 4
Walsh, Willie .................. 4
Warburton, Max ............. 7
Weiss, Kevin ................. 28
Zuckerman, Mort .......... 19

Aer Lingus Group .......... 4
Air Canada ................... 30
AirTran ........................ 30
AirTran Holdings .......... 30
Alcoa ........................... 20
Allianz SE ................... 31
Alpha Media ................. 5
Aluminum Corp. of China

.................................. 20
American Portfolios

Financial Services ..... 2
Amgen .......................... 24
AMR ............................ 30
Andrew Watterson ...... 30
Apple ......................... 4,17
Ariel Fund ................... 19
Ascot Partners ............ 19
AstraZeneca .................. 8
Author Solutions ........ 28
Avtovaz .......................... 7
AXA ............................. 20
BAE Systems .............. 31
Bank of New York

Mellon ......................... 2
Barclays ................. 22,32
Bernard L. Madoff

Investment Securities
.................................... 2

Bertram Capital
Management ........... 28

BHP Billiton ................. 20
BlackRock ..................... 31
Blackstone Group ........ 19
BMW .............................. 6
Boeing ........................... 1
BP ................................ 20
Bristol-Myers Squibb ... 8
Britannia Industries ..... 8
British Airways ............ 4
Brown-Forman ............... 4
BT Group ....................... 4
Cancer Treatment

Centers of America .29
Canon Inc. ................... 23
Caterpillar ................... 20
Cerberus Capital

Management ............. 5
Cheung Kong Holdings 23
China Huiyuan Juice

Group .......................... 2
Chrysler .................. 5,6,19
Cisco Systems ............ 17
Coca-Cola Co. ................. 2
Comcast Corp. ............. 32
Commonwealth Bank of

Australia .................. 24

Continental Airlines .... 30
Credit Suisse Group ... 21
Daimler ......................... 6
Delta Air Lines ........... 30
Design Central .............. 4
Deutsche Bank ............. 21
Diageo ......................... 4,8
easyJet .......................... 4
EMI Group ..................... 4
Emirates

Telecommunications .. 7
Enel ............................... 8
ENI ................................. 8
Fairfield Greenwich

Group ........................ 20
Family Dollar Stores .. 29
Fiat Group ..................... 6
Ford Motor ............... 5,19
Fortune Brands .............. 4
France Télécom .............. 7
Freescale Semiconductor

................................. 16
Friehling & Horowitz ... 20
Frontier Airlines

Holdings ................... 30
Gabriel Capital ............. 19
Garuda Indonesia ......... 8
General Electric ..... 17,24
General Motors ...... 5,7,19
GlaxoSmithKline ............ 8
Goldman Sachs Group

.................. 19,21,31,32
Google ............................ 7
Groupe Danone ............. 8
Hewlett-Packard .......... 17
Home Depot ................. 24
Honda Motor ............... 16
Honest Tea ..................... 2
HSBC Holdings ....... 20,23
HTC ................................. 7
Hutchison Whampoa .. 21
Hyundai Motor ............ 23
IAC/InterActiveCorp ... 32
IBM ........................... 3,24

Infineon Technologies 20
Infosys Technologies ... 17
Innocent ......................... 2
Intel ......................... 16,24
Isuzu Motors ............... 23
J Sainsbury .................. 20
JetBlue ......................... 30
JetBlue Airways ...... 4,30
J.P. Morgan Chase

........................ 19,22,32
Kirin Holdings ............... 8
Kleinwort Benson ........ 22
Larsen & Toubro .......... 23
Leila Lands .................... 8
LG Display ................... 23
Lockheed Martin ....... 1,29
Marsh & McLennan .... 30
MasterCard .................. 19
McDonald’s .................. 24
Merck & Co. ................ 24
Microsoft ......... 3,7,16,24
Mitsubishi UFJ Financial

Group ....................... 23
Model N ...................... 29
Molson Coors Brewing .. 4
Monster Cable Products

.................................. 12
Monster Worldwide ... 12
MonsterVintage .......... 12
Morgan Stanley 20,21,32
Motorola ..................... 17
Nestlé Waters North

America .................... 2
Northwest Airlines ...... 30
Novo Nordisk .......... 20,29
OAO Gazprom ............... 8
Oliver Wyman ............. 30
Oracle .......................... 17
Orascom Telecom

Holding ....................... 7
Otsuka Pharmaceutical.8
Pacific West Financial

Group ......................... 2
PCCW .......................... 23
Porsche ....................... 20

Porsche Automobil
Holding ........................ 7

PricewaterhouseCoopers
.................................... 8

Prudential Financial .... 24
PSA Peugeot-Citroën .... 6
Quadrangle Group ......... 5
Raymond James &

Associates ............... 30
Renault .......................... 7
Rio Tinto ..................... 20
Romanson ................... 23
Royal Bank of Scotland

Group ........................ 24
Royal Dutch Shell ....... 20
Ryanair Holdings ........... 4
SAIC ............................. 31
Sapporo Breweries ....... 8
Satyam Computer

Services ..................... 8
Schering-Plough .......... 24
Seondo Electric ........... 23
Sony ............................... 4
Southwest .................. 30
Southwest Airlines ..... 30
Sun Hung Kai Properties

.................................. 23
Sun Microsystems ........ 3
Target ............................ 9
Terra Firma Capital

Partners ..................... 4
Tesco PLC ....................... 4
3M ................................ 16
Total SA ...................... 20
Trafford Holdings ........ 28
UAL ........................... 4,30
US Airways .................. 30
US Airways Group ...... 30
Visa ......................... 12,19
Visa Europe ................ 19
Vivendi .......................... 4
Vodafone Group ............ 7
Volkswagen ......... 6,7,8,20
Walt Disney ................. 12
WestJet Airlines ......... 30
Xstrata ........................ 20

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

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

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

Central banks enhance
foreign-currency lending
Swap lines put in
to improve workings
of short-term markets

By Jon Hilsenrath

In a precautionary move, the U.S.
Federal Reserve, along with the
Bank of Japan and three European
central banks, expanded a program
that allows them to lend each oth-
er’s money to financial institutions
in need of foreign currency.

The Fed, Bank of Eng-
land, European Central
Bank, Swiss National Bank
and BOJ announced the Fed
will be able to lend pounds,
euros, yen and Swiss francs
to U.S. institutions with
pressing short-term needs
for loans in those currencies.

The move is an example
of housekeeping meant to
strengthen the plumbing of
short-term money markets,
rather than emergency manage-
ment. The new program has been in
the works for a few months. A per-
son familiar with the planning said
the central banks involved believe
the new lines aren’t likely to be
tapped in the foreseeable future.

Financial institutions outside
the U.S. have been in great need of
U.S. dollar funding during the finan-
cial crisis, forcing other central
banks to turn to the Fed for dollars
to lend out abroad. But U.S. financial
institutions haven’t faced severe
shortages of foreign-currency fund-

ing that would force them to turn to
the Fed for loans in these currencies.

There are a few reasons why the
Fed and other central banks might
want to put these swap lines in
place. One is that during some holi-
days, when U.S. markets are closed
but others aren’t, U.S. institutions
operating abroad could face tempo-
rary funding needs.

Another is simply to make exist-
ing arrangements more reciprocal.
In the past few months, the Fed has
loaned hundreds of billions of dol-
lars to other central banks, which

those central banks have
in turn loaned to financial
institutions in need of dol-
lars. The new arrange-
ment more formally al-
lows the money to flow
the other way if needed.

“Should the need arise,
euro,yen,sterlingandSwiss
francswouldbe providedto
the Federal Reserve via
theseadditionalswapagree-
mentswiththerelevantcen-
tral banks,”the Fed said.

Separately, in a speech Monday,
Federal Reserve Governor Kevin
Warsh said panic has been a funda-
mental cause of the financial crisis
and indirectly defended the govern-
ment’s actions during this recession.

“The panic is the result of both
faulty private practices and flawed
public policies. To place blame either
exclusively on private financial firms
or chiefly at the doorstep of the offi-
cial sector is incorrect,” he said. “The
encouraging news, I should note, is
thatpanicsend.Andthispanicisshow-
ing meaningful signs of abating.”

Companies balk at levy
to replenish SIPC fund

INDEX TO BUSINESSES

By Valerie Bauerlein

Coca-Cola Co. is investing £30
million ($44 million) for a minor-
ity stake in Innocent Ltd., a U.K.
smoothie maker known for its envi-
ronmentally conscious packaging
and marketing savvy.

Coke is continuing to invest in
juices and teas, as growth in its
core soft-drink business fizzles in
the U.S. and slows in some other
markets. Coke’s $2.4 billion offer
for China Huiyuan Juice Group
Ltd. was blocked last month by Chi-
nese regulators. But the company
spent $43 million last year for a
40% stake in Honest Tea Inc., a
maker of premium and organic bot-
tled teas, and has bought compa-
nies such as Fuze Beverages LLC
and Odwalla in recent years.

Coke isn’t alone in such invest-
ments, as rival Nestlé Waters
North America Holdings Inc.
agreed last month to invest $15.6
million for a stake in Sweet Leaf
Tea Co., with an option to buy the
ready-to-drink tea company.

Innocent said its co-founders
would continue to run the com-
pany with an emphasis on such
things as natural ingredients, envi-
ronmentally friendly packaging
such as a 100% recycled plastic bot-
tle and delivery vans covered in
grass and daisies, and charitable
giving. “We’ll just get to do them
even more,” said co-founder Rich-
ard Reed, in a statement. Coke said
its investment should foster Inno-
cent’s continued expansion in Eu-
rope.

Kevin Warsh
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Coke will take
a minority stake
in U.K.’s Innocent

By Randall Smith

Opposition is swirling to a move
to replenish the securities-industry
insurance fund making payouts to
some investors who suffered losses
with Bernard Madoff.

Last month, the Securities Inves-
tor Protection Corp. told member
firms they would have to pay 0.25%
of their net operating revenue to bol-
ster the insurance fund, which is ex-
pected to shrink to less than $1 bil-
lion from $1.7 billion because of the
Madoff fraud and other losses.

At a meeting last week of small
and midsize securities firms, sev-
eral executives protested the
amounts their firms are slated to
pay. Lon Dolber, chief executive of
American Portfolios Financial Ser-
vices Inc. in Holbrook, N.Y., esti-
mated his payment would rise
100-fold to $15,000.

“People are concerned about the
assessment,” Mr. Dolber said, which
applies to the fiscal year that began
April 1.

A flat fee of $150 a firm had been
charged every year from 1996 to
2008 to keep the insurance fund
above its target minimum of $1 bil-
lion. SIPC has about 5,200 member
firms, and its insurance fund covers
customer losses of as much as
$500,000 in brokerage accounts due
to theft or negligence.

The “huge magnitude” of the as-
sessment is “very disturbing,” said
Tony Pizelo, chief executive of Pa-
cific West Financial Group, of
Renton, Wash., especially since
many of the firms paying more have
been weakened by the market’s tum-
ble and the recession. “Why should
we be subsidizing the Madoff situa-
tion?” he asked.

The complaints about the assess-
ment echo the anger among small-
bank chief executives amid pressure
to increase deposit-insurance premi-
ums to strengthen the Federal De-
posit Insurance Corp.

Messrs. Pizelo and Dolber voiced
their objections at last week’s meet-
ing, held at a Ritz-Carlton hotel in

lower Manhattan by Bank of New
York Mellon Corp.’s Pershing unit,
which provides support and back-of-
fice services, such as clearing, to se-
curities firms.

Pershing Chief Executive Rich
Brueckner told attendees Pershing’s
assessment would increase to an es-
timated $4 million, according to peo-
ple who attended the meeting.

Some brokerage houses have
complained that they shouldn’t
have to foot the bill for investor
losses on what were essentially
money-management accounts at
Mr. Madoff’s firm. Also making
some executives angry is the Securi-
ties and Exchange Commission’s fail-
ure to spot the fraud.

“The most common question is:
Why pay claims at all?” said Stephen
P. Harbeck, SIPC president, who de-
clined to estimate how much the as-
sessment is expected to generate.
He said some Madoff-related losses
are covered by the insurance fund
because Bernard L. Madoff Invest-
ment Securities LLC was registered
as both an investment adviser and a
brokerage house that was a SIPC
member. As a result, Mr. Madoff’s in-
vestors “fit the classic statutory defi-
nition of the term customer.”

In the bear market of the 1970s,
SIPC levied annual member assess-
ments equal to 0.5% of a firm’s reve-
nue. The amount varied in the 1980s
and early 1990s, settling at $150 a
firm in 1996. “It’s been a pretty good
deal,” given the protection provided
by the insurance fund, Mr. Harbeck
said.

The fee increase, approved by
SIPC’s board, was announced March
2. Members that don’t pay will lose
their membership, which is re-
quired to do brokerage business.

SIPC’s directors include execu-
tives from UBS AG, Travelers Cos.
and ING Groep NV, as well as two gov-
ernment officials.

In an interview, Mr. Brueckner,
the Pershing CEO, expressed sup-
port for the assessment, noting that
SIPC helps give investors “trust and
confidence” in the financial system.
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U.S. Defense Secretary Robert Gates, at a news conference at the Pentagon,
unveiled plans Monday that have clear international implications.

U.S. tweaks rules on plan to restart toxic-asset trade

cided to cancel the program be-
cause costs doubled to more than
$13 billion and the schedule slipped
to six years overdue. He rejected a
proposal to take delivery of the first
few helicopters, saying that such a
move was “neither advisable nor af-
fordable” because the helicopters
would not meet the requirements
set forth by the government.

The Army’s $200 billion Future
Combat Systems program, led by
Boeing Co. and SAIC Inc., would be
shaken up with a call to cancel the
$87 billion development of high-
tech armored vehicles from con-
tractors such as BAE Systems PLC,
which had made recent acquisi-
tions in the U.S. targeting this type
of work. Mr. Gates said the plans
for that program “do not ade-
quately reflect the lessons of coun-
terinsurgency and close-quarters
combat in Iraq and Afghanistan.”

Star-crossed missile-defense ef-
forts are being redone to “focus on
the rogue state” and protect
against shorter-range missiles.
The Missile Defense Agency bud-
get is being cut by $1.4 billion.
Among the changes, a Boeing pro-
gram to arm a 747 jetliner with a
missile-shooting laser was also
curtailed. However, $700 million is
being added for missile programs
that are designed to protect U.S.
and allied troops.

The ambitious shake-up, a com-
bination of defense-contract cut-
backs and funding increases for se-
lect initiatives, will stoke a smol-
dering debate about the impor-
tance of weapons-manufacturing
jobs and may mark an inflection
point after the industry’s record
run during the Bush administra-
tion.

Beyond weapons, Mr. Gates
said he wanted to bring the num-
ber of contractors working in the
Pentagon down to levels not seen
since the beginning of the Bush ad-
ministration in 2001, when they

made up 26% of the Defense Depart-
ment work force. Currently, it’s at
about 39%.

Mr. Gates acknowledged that “a
lot of these decisions will be con-
troversial,” and said he hoped that

lawmakers would rise above “paro-
chial interests.”

By curtailing some of the most
expensive and complex weapons
systems, Mr. Gates is making last-
ing changes that he believes are
needed given the dual imperative
of near-term fights against insur-
gent groups and increasing eco-
nomic pressure. The changes will
not affect Obama administration
plans to raise the Pentagon’s 2010
base budget by 4% to $534 billion.

Mr. Gates is a high-profile hold-
over from the administration of
former President George W. Bush
serving under President Barack
Obama. He must now count on po-
litical capital amassed running the
Iraq war if he is to succeed in tak-
ing on one of the most entrenched
and powerful groups in Washing-
ton: the defense industry.

When Congress gets back in ses-
sion on April 20, lawmakers can be
expected to use alliances with com-
panies whose programs are af-
fected to mount aggressive cam-
paigns to win back funding. Yet for
defense companies and the armed

services, the drastic changes an-
nounced Monday were not unex-
pected.

President Obama has been stak-
ing out a position that supports
Mr. Gates’s approach. He has been
publicly critical of defense compa-
nies since taking office, saying at a
March 24 press conference that he
planned “to continue to find sav-
ings in a way that allows us to put
the resources where they’re
needed, but to make sure that
we’re not simply fattening defense
contractors.”

In an essay earlier this year in
the journal Foreign Affairs, Mr.
Gates wrote: “The United States
cannot expect to eliminate na-
tional security risks through
higher defense budgets, to do ev-
erything and buy everything.”

Testifying before Congress and
in other public appearances, Mr.
Gates has advocated buying higher
quantities of simpler, less costly
weapons. He has also made clear
that “hard choices” are needed to
get the Pentagon’s priorities in
line with his vision of how the mili-
tary should be equipped.

Continued from first page

Obama tries to repair strained U.S. relations with Turkey

U.S. plans a major shake-up of Pentagon’s weapons priorities

U.S. President Barack Obama, starting a two-day visit to Turkey Monday, shook
hands with President Abdullah Gul during a news conference in Ankara.
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lomatically delicate. President Obama
has made reaching out to the Muslim
world a foreign-policy priority.

The Islamic roots of Turkey’s rul-
ing party have created uncertainty
both in the more secular quarters of
Turkish society and in the U.S.
Rather than embracing concern
over Turkey’s political course, Presi-
dent Obama sought to dismiss it.

“I know there are those who like
to debate Turkey’s future. They see
your country at the crossroads of
continents, and touched by the cur-
rents of history. And they wonder
whether you will be pulled in one di-
rection or another,” he said, as his
speech drew to a close. “Here is what
they don’t understand. ... This is not
where East and West divide—it is
where they come together.”

White House officials say the ad-
ministration sees Turkey as vital for
a number of foreign-policy efforts.
With a conservative government
now controlling Israel, the presi-
dent hopes to enlist Turkey as a
bridge between Israel and Syria.

If a peace accord between Israel
and the Palestinians seems far off,
peace talks between Israel and Syria
may seem more tenable, one aide
said. Turkey mediated between the
two last year, before talks broke off.

“Turkey has the moral ground for
mediating. They didn’t participate in
Iraq and demonstrated that they re-
ally care about peace in the Middle
East,” said Hakan Altinay, executive
director of the Open Society Institute
Assistance Foundation in Turkey.

Turkish leaders recently made

overtures to the Islamist govern-
ment in Iran. That outreach could
give the Obama administration a
way to pursue the president’s pledge
to open dialogue with Tehran.

“You have to deal with the party
in power,” one senior administra-
tion official said. “You deal with the
hand you’re dealt, not the one you
wish you had.”

Armenian-Americans have
pressed Congress to formally recog-
nize as genocide a slaughter of Arme-
nians in 1915—a position the presi-
dent adopted as a senator and presi-
dential candidate. The Turks have
fiercely resisted the label, creating
diplomatic frictions that have become
almost an annual showdown between
the State Department and Congress.

That issue, however, may have
been dwarfed in recent years by the
invasion of Iraq, an action that
strained U.S.-Turkish ties and sent
Turkish public opinion of the U.S.
plummeting.

White House officials pointed to
those anti-American sentiments as
Mr. Obama’s primary concern. He
doesn’t expect to extract anything
from Turkey, such as troops for Af-
ghanistan. Instead, they say, he sees
his two-day swing through Ankara
and Istanbul as the first step in rais-
ing U.S. popularity in a country still
considered the West’s bridge to the
Middle East and the Muslim world.

Speaking first beside Turkish
President Abdullah Gul, then again at
the Grand National Assembly, Mr.
Obama said he stood by his previ-
ously stated public view that the Ar-
menian slaughter amounted to geno-

cide. But he didn’t use the word itself,
which would be considered by many
a diplomatic provocation. Instead,
he said the focus should be on the im-
proving relations between the mod-
ern states of Armenia and Turkey.

Mr. Obama also addressed Iran,
calling for negotiations with Tehran
based on mutual respect, echoing a
message he delivered in a video re-
cording last month on the occasion
of the Persian new year.

As he touched on sore spots with
Turkey, such as Armenia, President
Obama raised his own country’s his-
torical blemishes, such as the treat-
ment and killing of Native Ameri-
cans and racism against people of
his skin color.

Mr. Obama’s appeals to Islam dis-
regarded potential political threats at
home. A virulent minority of voters in
the U.S. continue to insist the presi-
dent is a Muslim. They also point to
his childhood stretch in Indonesia,
the world’s largest Muslim nation.

Throughout the presidential
campaign, Mr. Obama sought to
squelch such links. On this trip, he
has embraced them, in France, refer-
ring to himself with his Muslim mid-
dle name, as Barack Hussein Obama,
then going further on Monday.

“The United States has been en-
riched by Muslim Americans. Many
other Americans have Muslims in
their family, or have lived in a Mus-
lim-majority country,” he told the
parliament. “I know, because I am
one of them,” he added.

His address appeared to receive
a warm reception inside the Turkish
government and across Turkey.

“This was a very clear symbol of
change in the U.S. administration, and
a very positive change at that,” said
Murat Mercan, a member of Turkey’s
ruling AK Party and head of parlia-
ment’s foreign-relations committee.

“Turkey is ready to fall in love
again with the American dream and
an American president,” Mr. Altinay
said.

 —Nicholas Birch in Istanbul
contributed to this article.
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By Maya Jackson Randall

WASHINGTON—The U.S. Trea-
sury Department, facing criticism
over its bank bailout program, said it
may allow a broader group of private
investors to purchase toxic securities.

The Treasury said it may select
more than five asset managers to co-
invest with the government to pur-
chase distressed real-estate invest-
ments. And it may allow firms with
less than $10 billion under manage-

ment to qualify for the program.
“There are several ways smaller

firms can partner with fund man-
gers including as an asset manager,
an equity partner or a fund-raising
partner,” the Treasury said Monday.
“Other ways to participate include
providing such services as trade exe-
cution, valuation, and other impor-
tant financial services.”

Some on Wall Street, primarily
hedge funds, have criticized the
Treasury’s program as limiting ac-

cess to a select few, such as Pacific
Investment Management., a unit of
Allianz SE, as well as BlackRock Inc.
and Goldman Sachs Group Inc.

The Treasury said a proposal
won’t necessarily be disqualified if
firms don’t meet all the criteria.

The updated guidance is aimed
at potential investors and partici-
pants in the legacy securities part of
the Treasury’s new, two-pronged
Public-Private Investment Program.
Overall, the investment program

aims to address the loans on banks’
balance sheets. Under the “legacy
loans” part of the program, the Trea-
sury will support the purchase of
banks’ troubled loans while the Fed-
eral Deposit Insurance Corp. pro-
vides a guarantee for debt financing.

The Treasury also announced it is
extending the deadline for email sub-
missions of applications to 5 p.m. EDT
April 24.
 —Deborah Solomon

contributed to this article.
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IBM, Sun deal talks near collapse
IBM withdraws
$7 billion offer amid
split on Sun board

TalksbetweenInternationalBusi-
ness Machines Corp. and Sun Micro-
systems Inc. were on the verge of un-
raveling Monday, threatening a po-
tential $7 billion acquisition that
would place one of Silicon Valley’s
iconic companies under the Big Blue
umbrella.

People familiar with the situation
said Sun’s board rejected a formal ac-
quisition offer by IBM on Saturday,
sending a notice terminating Sun’s
agreement to negotiate exclusively
with IBM. IBM on Sunday withdrew
its offer to buy Sun, said a person in-
formed about the situation. Another
person familiar with the negotia-
tions suggested the situation was
“fluid” and that advisers to the par-
ties were still in touch.

Sun’s board is split over whether
to do the deal, with a faction led by
Sun’s chairman and co-founder,
ScottMcNealy,opposingthetransac-
tion and a group led by Chief Execu-
tive Jonathan Schwartz in favor, said
two people familiar with the talks.
While the price of IBM’s offer re-
mained unclear—some placed it at
$9.10 a share, others at $9.40—some
people familiar with the talks say
price wasn’t the biggest issue.

In late afternoon trading Monday,
Sun’s shares were down 23% at $6.51
each on the Nasdaq Stock Market.
IBM’s stock was down 0.5% at $101.71
on the New York Stock Exchange.

Sun argued the offer gave IBM too
much“optionality,”orleeway to walk
away from the deal, according to one
personfamiliarwiththetalks.IBMbe-
lievedthatundertheproposedframe-
work, it would be fully committing to
a deal.

Late-stage deal negotiations are
often full of brinkmanship, and it’s
possible the two sides are hardening
their positions only to strike a full
deal in the near future. But for now
the stance is confrontational.

Word of talks between the two
companies first came last month in
The Wall Street Journal. Neither Sun
nor IBM has confirmed they were in
negotiations.

If talks collapse, Sun would face
pressure to find other plans to bol-
ster its stock price, which had fallen
79% in 2008. Its share price last week
was nearly 71% above the price be-
fore reports that the two companies
were in takeover talks.

The stakes are higher for Sun than
for IBM: Sun has no other prospec-
tive suitors, and without a deal, its
stock price would likely sink to the $4
to $5 range, where it traded before
news of the talks last month. Should
the company’s stock fall signifi-
cantly, its shareholders could press
for renewed negotiations.

For IBM, a purchase of Sun would
represent the biggest deal in the cen-
tury-plus history of the company.
IBM’s interest in Sun was spurred by
its desire to gain clout in the growing
market for “cloud computing,” a
looselydefinedbusinessinwhichcus-
tomers rent computing power from
remote locations via the Internet in-
stead of buying machines and soft-
ware of their own.

IBM was especially interested in
Sun’s software and the community of
developers using Sun’s freely avail-

able Solaris, Java and MySQL soft-
ware products. It also believed Sun
could help it fight Microsoft Corp. by
providing free alternatives to the
Windows operating system.

Investors initiallyexpected Sunto
fetch $10 to $11 a share. But the price
apparently came down as Sun de-
manded assurances that IBM would
proceedwiththedealinthefaceofan-
ticipated regulatory challenges.

Some antitrust lawyers had pre-
dicted IBM would have a hard time
getting clearance for the deal be-
cause the companies have overlap-
ping product lines. The computer

maker could have opted to spin off
Sun’s tape-based storage systems, as
a merger would have given IBM
nearly 100% of that market. But the
combination would have also have
given IBM about 65% of the $17 bil-
lion market for servers that use the
Unix operating system, according to
the market-research firm IDC.

The apparent impasse in the talks
with IBM won’t necessarily attract
other suitors to Sun. People familiar
with the situation say Sun’s bankers
approached most large technology
firms after IBM expressed interest,
and all passed.

A takeover of Sun would mark an
inglorious end for a company that re-
mained a Silicon Valley innovator
even as its financial fortunes lan-
guished. Sun’s stock-market value
topped $200 billion during the Inter-
net bubble, but the company never
fully recovered from the ensuing
bust. Yet it retains loyal customers
and a trove of software.

Toni Sacconaghi, an analyst with
Sanford C. Bernstein, said the Sun
“board is going to have a lot of ex-
plaining to do if they turned down an
offer of $9.40 a share.” He added the
talks with IBM “casts uncertainty

among customers about Sun’s fu-
ture.”
 —Matthew Karnitschnig

contributed to this article.
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Heavy carrying charges
Cost gap remains
between ‘legacy’
and low-cost carriers

Data show Arctic sea ice
continues to shrink, thin

By Scott McCartney

Bankruptcies, restructurings,
pay cuts and radical changes in air-
plane fleets and schedules were sup-
posed to lower costs at older air-
lines so they could afford to match
the cheap fares offered by upstart
low-cost carriers.

It hasn’t turned out that way. The
“cost gap” between so-called legacy

airlines that have
been around for de-
cades and younger
low-fare carriers
has remained, ac-

cording to new analysis from consul-
tancy Oliver Wyman. In the long
term, this could spell the end for the
very low fares being offered by the
older airlines.

“I expected something different.
I expected some shrinkage of the
gap,” says Andrew Watterson, a
partner at Oliver Wyman, a unit of
Marsh & McLennan Cos.

Instead, low-cost carriers have
been able to reduce their costs even
more as their rivals tried to catch up.
They maintained an advantage over
bigger airlines in productivity, allow-
ing them to fly seats at lower cost
than rivals. They also have a labor-
cost advantage: Even though wage
rates have been slashed, older air-
lines have higher percentages of
workers at top-scale seniority.

“It’s largely the cost of an older
airline,” says Douglas Parker, chief
executive of US Airways Group Inc.,
whose company is the combination
of a legacy airline, US Airways, and a
start-up, America West Airlines. On
the “east side” of the company—the
original US Airways—every pilot is
at the top of the pay scale.

“That’s not the case at JetBlue or
AirTran or Southwest,” Mr. Parker
says. “Even if the scale is the same,
the cockpit costs are different.”

For consumers, the aggressive
cost-cutting at airlines has pro-
duced a prolonged period of very
low fares. By slashing costs and im-
proving efficiency, airlines have po-
sitioned themselves to better
weather the recession. Since de-
mand dropped, they’ve offered
deeply discounted prices and yet
haven’t had to rush to bankruptcy
courts for protection, as many air-

lines have in the past. Layering on
fees for everything from checking
bags to redeeming frequent-flier
tickets has helped, too.

That could change because of the
persistent cost gap, which may end
up separating airlines that can sur-
vive by offering cheap tickets from
those that will run out of money. For
the past several years, strong busi-
ness travel and demand for pre-
mium tickets on international
routes gave higher-cost airlines
enough revenue to overcome the
cost gap. But the recession has
drained high-dollar business travel,
leaving higher-cost airlines to com-
pete more directly with discounters
for cheap-fare passengers.

Just consider Canada, where in-
cumbent Air Canada restructured
in bankruptcy in 2004, but couldn’t
get its costs down as low as those of
WestJet Airlines Ltd., its low-fare ri-
val. Now Air Canada is struggling;
its $400 million credit line was sus-
pended last fall. Chief Executive
Montie Brewer resigned last week,
and major debt and pension obliga-
tions are coming due later this year.

Airlines measure unit costs and
revenue by spreading it over seat
miles—each seat flown one mile. In
the third quarter last year, when fuel
prices were still high, revenue gener-
ated by AMR Corp.’s American,
Delta Air Lines Inc., Continental Air-
lines Inc., Northwest Airlines Corp.,
UAL Corp.’s United and US Airways
averaged 12.46 cents per seat mile,
according to Oliver Wyman’s study,
while costs were 14.68 cents per
seat mile on average. On each seat
mile, those airlines were losing
money.

The average for Frontier Airlines
Holdings Inc., AirTran Holdings
Inc., JetBlue Airways Corp. and
Southwest Airlines Co. showed how
the low-cost airlines fared better. Av-
erage revenue per seat mile was
10.92 cents, just above average costs
of 10.87 cents per seat mile. Average
costs of the legacy airlines last year
were 35% higher than average unit
costs of the low-cost carriers.

In 2003, as airlines were begin-

ning their massive restructurings,
Oliver Wyman found low-cost air-
lines had a “cost gap” advantage
over legacy airlines of 2.7 cents per
seat mile. Last year, the gap was 3.8
cents per seat mile. In percentage
terms, the gap has remained
roughly the same over the past six
years—legacy airline costs have
been, on average, 23% to 27% higher
than low-cost airlines per seat mile.

Even taking fuel out of the com-
parisons and nullifying the advan-
tage Southwest has because of fuel
hedges—purchased when oil prices
were low that saved the company bil-
lions of dollars—doesn’t change the
cost-gap reality. On a typical
1,000-mile trip, using the price
Southwest paid for fuel for all air-
lines, US Airways unit costs end up
69% higher than AirTran’s unit
costs; Delta is 17% higher than jet-
Blue, according to Oliver Wyman.

Some of the cost gap is unavoid-
able. Big international operations
bring with them higher costs (but
also higher revenue). Big hub opera-
tionsarelabor-andequipment-inten-
sive and not nearly as efficient be-
cause planes and employees sit
aroundlongerandgatescansitempty
longer. Low-cost airlines typically
avoid connecting scads of customers
through big hubs and often empty
and refill airplanes on the ground
much faster than larger competitors.

The payoff for higher-cost air-
lines is supposed to be higher reve-
nue. Lots of international flights at-
tract high-dollar corporate fliers, for
example, and extensive networks cre-
ate more opportunity to connect
more passengers. That has worked
well for airlines when the economy is
strong and business travelers are pay-
ing top-dollar for tickets. When times
get tough and $800 tickets between
New York and Chicago, or $8,000 tick-
ets between New York and London,
get scarce, the revenue advantage
shrinks and the cost gap becomes a
bigger issue.

David Barger, chief executive of
JetBlue Airways, says high oil prices
last year overwhelmed airlines and
made all carriers high-cost carriers.
“When oil went up, we lost a lot of our
advantage,” he says. “As it came
down, the lower-cost guys regained
our advantage.”

The key to keep costs low, he
says, is growth—another area
where the low-cost carriers have an
edge. Airlines that grow add new air-
planes that don’t yet have lots of
maintenance costs or reliability is-
sues. Growing airlines hire employ-
ees at the bottom of wage scales.
“You have to be growing to maintain
low costs,” Mr. Barger says. Even in
the downturn, JetBlue decided to
take delivery of nine new airplanes
and get rid of older jets to help keep
a cost advantage going, and the air-
line is flying more trips with the
same number of planes to boost pro-
ductivity and maintain low costs.

Conversely, airlines that are
shrinking have a harder time reduc-
ing unit costs. They may ground air-
planes but still have to keep up pay-
ments on them. They may be paying
leases on airport gates and counter
space they no longer use. Manage-
ment expenses may be spread over
fewer passengers, raising the com-
pany’s costs per passenger.

Low-cost carriers have been
steadily capturing a bigger percent-
age of domestic air travel, carrying
26% of domestic passengers in 2003
and 31% by 2007, according to a Ray-
mondJames&AssociatesInc.report.
Legacy airlines dropped from 56% of
passengers in 2003 to 48% in 2007.

By Gautam Naik

A decade-long decline in the ice
covering the Arctic Sea is continu-
ing, according to new U.S. data, and
other measurements give fresh indi-
cations that the area’s ice cap is thin-
ning as well.

Acting like a giant mirror, the
Arctic sea ice helps cool the planet
by reflecting solar radiation back
into space. When there is less sea
ice, the dark, open water absorbs
more of the sun’s warmth and raises
the temperature of both air and wa-
ter—thereby affecting the climate.

How the sea-ice cover
evolves—in both summer and win-
ter—has become a hot topic for pol-
icy makers. The Arctic melt is al-
ready affecting tourism, shipping
and trade routes. It also has per-
suaded several countries to push for
territorial claims in newly accessi-
ble regions of the Arctic.

The latest figures were released
the same day that Secretary of State
Hillary Clinton opened a U.S.-hosted
summit in Baltimore, which brings
together two diplomatic bodies that
govern the Arctic and Antarctic. The
Obama administration is arguing
for more restrictions on polar tour-
ism as part of the larger fight to pro-
tect the fragile environment.

Scientists calculate that thicker
ice that is two or more years old now
makes up less than 10% of the Arc-
tic’s wintertime ice cover, about one-
third the average levels seen annu-
ally from 1981 to 2000, according to
a study reported Monday by a team
of scientists at the University of Col-
orado at Boulder. That is equivalent
to a decline of 722,800 square kilo-
meters of ice, a surface area larger
than France. Thicker, older ice that
can survive the summer months is vi-
tal for the region’s health.

Equally troubling to scientists is
that the overall Arctic ice cap is thin-
ning. That has been hard to measure
in the past because the Arctic is
vast, and because sea ice can move.
Scientists from the National Aero-
nautics and Space Administration’s
Jet Propulsion Laboratory in Pasa-
dena, Calif., have now used satellite
data to create the first map of sea ice
over the entire Arctic basin. Their
chief finding, based on data from
2005 and 2006, is that older arctic

ice is on average nearly three
meters thick—considerably thinner
than it was in the 1980s.

“The sea-ice changes we’re see-
ing go hand-in-hand with tempera-
ture changes,” says Walt Meier of
the National Snow and Ice Data Cen-
ter at the University of Colorado.
“There really isn’t another overrid-
ing mechanism we see that can
cause these long-term changes.”

Separately, new data from com-
puter models, released last week by
the U.S. National Oceanic and Atmo-
spheric Administration, indicated
that summers in the Arctic could be
ice-free 30 years from now—not by
the end of the century, as suggested
by some previous calculations.

Concern over the polar environ-
ment comes amid a tussle in the U.S.
over climate change. President
Barack Obama and Democratic lead-
ers in Congress have said they want
a cap on U.S. greenhouse-gas emis-
sions—a departure from the policy
of the Bush administration. Last
week,, two House Democrats, Rep.
Henry Waxman of California and
Rep. Edward Markey of Massachu-
setts, introduced a bill to cut U.S.
greenhouse-gas emissions 20% be-
low 2005 levels by 2020, a bigger
cut than Mr. Obama has called for in
the same period.

Either way, the proposals repre-
sent only opening salvos in the polit-
ical fight. Politicians from states
that depend for most of their elec-
tricity on burning coal, which emits
large amounts of greenhouse gases,
already are warning that a severe
emissions cap could significantly
raise energy prices.

Given that debate, it is unclear
whether the U.S. will have a climate
proposal with broad political sup-
port by the time diplomats from
around the world meet in December
in Copenhagen to discuss a new in-
ternational climate-change treaty.
 —Jeffrey Ball contributed

to this article.

This data visualization shows the maximum amount of sea ice for 2008-09, which
occurred on Feb. 28, 2009. Scientists say the overall Arctic ice cap is thinning.
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Mockup of a Diageo “pod,” which is designed to create a partially enclosed, refrigerated beer zone within a supermarket aisle.

Aer Lingus CEO steps down
as carrier’s troubles deepen

By Aaron O. Patrick

With people going out less often
amid the recession and drinking
more at home, Diageo is adding a
twist to its marketing.

The company, whose brands in-
clude Johnnie Walker scotch and

Guinnessbeer,isde-
veloping in-store
displays to encour-

age shoppers to buy more of its prod-
ucts in supermarkets and liquor
stores. Central to its approach is a
plan to roll out big refrigeration units
so stores can sell their beer chilled.

The ideais to create a partiallyen-
closed, refrigerated beer zone
within a supermarket aisle, using a
designDiageo calls“the pod.” The re-
frigeration units, which will cost re-
tailers roughly Œ10,000 ($13,000)
each, are intended to hold all kinds of
beer, not just Diageo’s brands, in an
attempt to boost beer sales overall.

No retailer has yet bought the
pod, which was designed by British in-
storemarketing specialistDesignCen-
tral. But Diageo says it is working
with Spar, a European food chain, to
install a smaller version this spring.

The effort is part of a strategy by
Chief Executive Paul Walsh to make
Diageo, the world’s biggest alcoholic-
beverage company by revenue, better
at working with supermarket chains,
an increasingly important outlets for
alcohol sales in Europe and the U.S. In
Britain, Molson Coors Brewing ex-
pects beer sales by supermarkets and
other stores to overtake pub and club
sales this year for the first time, ac-
cording to a company spokesman.

InSeptember,Mr.Walshappointed
longtime Diageo salesman Ron Ander-
son to the new post of chief customer
officer, and put him on Diageo’s top
management committee. One of Mr.
Anderson’s top priorities: teaching
drinkershowto maketheirowncock-
tails. “Mixing is a problem,” he says.
“It’s a case of having people under-
stand what they need at home.”

Diageo is installing computer
screens in liquor stores to help peo-
ple plan parties. Customers type in

the cocktails they want to serve and
the number of guests they are ex-
pecting, and the computer prints
out a list of ingredients and quanti-
ties, including ice. The machines,
which the company says are in 500
liquor stores in 38 U.S. states, can
also send cocktail recipes via email.

Diageo, along with rivals Brown-
Forman and Fortune Brands’ Beam
Global Spirits & Wine, Diageo also
plans to release several new pre-
mixed cocktails in the U.S. this year.

Stock analysts say Diageo’s retail
push seems to be working. Sales of its
Smirnoff vodka grew 2.2% in the U.S.
in January, twice the rate of the spir-
its market as a whole, according to a
Feb. 26 report from Credit Suisse,
while sales of most big spirits brands
fell. Credit Suisse analysts said the
figures suggest that Diageo’s cam-
paign will help it get through the re-
cession with a minimal loss of sales.

In Europe, Diageo’s Irish unit has
emerged as a leader in the supermar-

ket strategy. In the past few years it
has given away 600 display stands
that hold spirits, mixers and condi-
ments. They could be used, for exam-
ple, to tempt margarita lovers by dis-
playing Diageo’s Cuervo tequila, lime
juice and salt next to each other. The
stands cost Diageo between Œ100 and
Œ200, a spokesman says.

SpiritsaccountformostofLondon-
basedDiageo’sprofit,butbeerisespe-
cially important to it in Ireland,
where it brews Guinness as well as
such brands as Budweiser and Carls-
berg. Diageo Ireland learned that 78%
ofthose who buybeer inIreland drink
itwithinthreehours,saysHenryDum-
mer, the company’s head of customer
marketing in Ireland. Many Irish su-
permarkets don’t sell chilled beer,
missing out on sales, he says.

Now, Spar has agreed to install
Diageo-designed beer refrigerators
in all 50 Irish outlets of its Eurospar
chain over the next two years, says
Declan Ralph, Spar Ireland’s retail-de-
velopment director.

Diageo wanted British supermar-
ket giant Tesco to install the first pod,
says Mr. Dummer. But a spokesman
fortheretailersaid it has“no plans” to
do so in Britain or Ireland. A Diageo
spokesmansaidTesco isworkingwith
it on other beer-display projects, and
that Diageo is in talks with several
other retailers about the pod.

Meanwhile, Diageo is pushing
ahead with another version of the pod
concept: one that will stock premium
winesandspirits,saysRobertThorpe,
a co-founder of Design Central. In-
stead ofchrome,theshelves will likely
be made of wood, he says.

Diageo aims a new pitch at shoppers
As more people drink at home, liquor giant’s focus shifts to in-store displays for beer, helping novices mix cocktails

By Quentin Fottrell

And Michael Carolan

Aer Lingus Group PLC said Mon-
day that Chief Executive Dermot
Mannion stepped down, effective
immediately, leaving the embattled
Irish flag carrier at a crucial time.

Aer Lingus faces large operating
losses in 2009, with average
fares seen falling by a mini-
mum of 10% this year. The air-
line’s cargo revenue is ex-
pected to fall as much as 30%.

“My decision to step
down will allow a new CEO
to bring fresh thinking and
new ideas to the business,”
Mr. Mannion said. The CEO
has been under pressure
since Aer Lingus posted dis-
appointing full-year results
last month, swinging to a net
loss for 2008, and warned of large
operating losses in 2009.

Mr. Mannion, 51 years old, had
faced down trade unions, steered
the airline through two rounds of
cost cuts and helped thwart two
takeover attempts by Irish rival Ry-
anair Holdings PLC. On his watch,
the airline also negotiated sharing
arrangements with Jet Blue Air-
ways Corp. on domestic U.S. flights
and UAL Corp.’s United Airlines on
trans-Atlantic flights.

Speculation that his position
was under threat has mounted since
December, when it was revealed

that a successful Ryanair takeover
could trigger a Œ2.8 million ($3.8 mil-
lion) golden parachute payout to
Mr. Mannion, should he wish to step
down. Mr. Mannion subsequently de-
cided to cancel the potential bonus.

Mr. Mannion was lured away
from Emirates Airline in 2005 to fill
the top job at Aer Lingus after it had

been vacated by Willie
Walsh, who left to become
chief executive at British
Airways PLC.

Some observers said
Sean Coyle, Aer Lingus’s
chief financial officer, is a
front-runner to succeed
Mr. Mannion. The airline’s
chairman, Colm Bar-
rington, will take charge
of the group until a new
CEO is appointed. A
spokeswoman for Aer Lin-

gus said that Mr. Coyle was unavail-
able for comment.

Aer Lingus posted a net loss of
Œ107.8 million for 2008, compared
with a net profit of Œ105.3 million in
2007. The carrier also warned of
large operating losses in 2009.

Separately, U.K.-based low-cost
airline easyJet PLC on Monday ap-
pointedMichaelRake,thechairmanof
BT Group PLC, as its deputy chairman
and said that current Chairman Colin
ChandlerwillstepdownJuly1.Theair-
line also said that the number of pas-
sengers carried in March fell 6.3%
from a year earlier to 3.49 million.

Music firms pitch an iTunes ‘pass’

Dermot Mannion
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By Ethan Smith

Record companies, weary of
scraping by on 99-cent song down-
loads and dwindling CD sales, are
trying to reinvent their most profit-
able product—the album—to appeal
to shoppers on Apple Inc.’s iTunes
Store.

On Tuesday, Sony Corp.’s Epic
Records plans to release a $17
iTunes “pass” for pop band the Fray.
The pass delivers songs, video foot-
age and photos, but spaces out the
offering over several weeks in the
hope of holding consumers’ atten-
tion and justifying the premium
price. Earlier this year, British elec-
tronic group Depeche Mode
launched its own iTunes pass to help
promote the release of its 12th stu-
dio album. Apple plans several more
subscription-style passes in the
coming weeks.

The offer is part of a broader
strategy among record labels as
they try to adapt to a retail land-
scape now dominated by the iTunes
Store, which has become the world’s
largest music retailer. While iTunes
has thrown the music industry a life-
line by getting listeners to pay for a
product that many had been getting
free via illegal file-sharing, it also
has created a new set of problems
for record labels. The vast majority
of iTunes sales are for single-song
downloads, while higher-priced al-
bum sales have dwindled. Record
companies are desperate to find
ways to hook consumers onto big-
ger-ticket products that deliver

higher margins.
The release of the Fray’s iTunes

pass comes the same day that song
prices on the iTunes Store are set
for an overhaul. Instead of the long-
standing 99-cent across-the-board
price, songs will be priced on a three-
tiered system, with new releases or
hits costing $1.29, and older tunes at
69 cents. Those occupying the mid-
dle ground will still cost 99 cents.

Even so, many in the recorded-
music industry view the continuing
shift to song-by-song downloads as
a major problem. Major labels can’t
sustain their global marketing and
physical distribution infrastruc-
tures with transactions that net
them pennies apiece.

“If what this industry is relying
on are one-by-one download sales, I
don’t care what the price is, that’s
not an industry that grows,” said
David Ring, executive vice president
of Universal Music Group’s eLabs di-
vision, speaking at a conference in
February. Universal Music is part of
Vivendi SA of France.

Though CD sales still account for
about 80% of retail music sales in
the U.S., they have fallen 20.3% this
year alone, according to Nielsen
SoundScan. Adding in digitally
downloaded albums, sales are down
13.5%, compounding a 45% decline
in album sales since 2000. Sales of
individual digital tracks are up 17%
this year. Even so, using an industry
metric called track equivalent al-
bums, which counts 10 song down-
loads as one album, sales are still
down 7%.

Depeche Mode recently charged
$19 for more than 30 songs and vid-
eos—most of them available only as
part of the pass—culminating with
its new album, “Sounds of the Uni-
verse.” The album and pass are be-
ing released by EMI Group Ltd.,
which is owned by British private-
equity fund Terra Firma Capital
Partners Ltd.

Representatives of Apple and
EMI declined to say how many users
have signed up for Depeche Mode’s
iTunes Pass since it became avail-
able in February. Both companies
said they were happy with the adop-
tion rate.

The Fray’s iTunes Pass follows
its most recent, self-titled album,
which was released in early Febru-
ary. The songs and videos are to be
mostly recorded live while the band
is on tour. Instead of waiting
months or years for the live record-
ings to be released on an album, buy-
ers will get them within weeks or
even days of their performance.

“It’s like buying a ticket,” says
the band’s lead singer and pianist,
Isaac Slade. “But it doesn’t go to the
show, it goes to the backstage room
where we’re showing each other
YouTube videos. It’s a chance to let
the fan in.”

Apple has begun offering fans
other incentives to trade up from in-
dividual songs to full albums. A fea-
ture introduced in 2007 called “com-
plete my album” allows a buyer to
apply money spent on individual
songs toward the cost of the full al-
bum it came from.
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By Cari Tuna

Cancer Treatment Centers of
America Inc. received 19,000 appli-
cants for 100 jobs at a new hospital
that opened near Phoenix in Decem-
ber, six times as many as when it last
opened a facility in 2006.

Chief Executive Steve Bonner
was so overwhelmed by the number
and quality of applicants—which in-
cluded administrators, physicians
and nutritionists—that he’s consid-
ering hiring additional employees
before he even needs them. “I’m ask-
ing myself: Where are my weak
spots, and is this an opportunity to
plug one?”

Like Mr. Bonner, some employers
are seizing the recession as an op-
portunity to strengthen their talent
pool, poach stars from rivals or re-
build after layoffs.

Strategically hiring skilled em-
ployees can help employers boost ef-
ficiency and save money, says De-
Lynn Senna, executive director of
permanent placement services for
North America at Robert Half Inter-
national Inc., a professional staffing
firm.

Some employers still hiring are
gaining at the expense of rivals. Con-
sider Model N Inc., a closely held Sili-
con Valley software maker. Buoyed
by rising sales of its revenue-man-

agement software, Model N plans to
add 30 to 40 employees to its
275-person staff in 2009.

Kamal Ahluwalia, vice president
of corporate marketing, says Model
N traditionally faced tough competi-
tion for employees from software ti-
tans such as Oracle Corp. and SAP
AG, as well as start-ups. “Now, all
the big guys are on hiring freeze,
and most of the start-ups are dy-
ing,” he says. “In this downturn, we
really do have an opportunity to hire
the best talent.”

Family Dollar Stores Inc. has
bucked the downward trend in retail
sales. The Charlotte, N.C., dis-
counter, which employs about
45,000 people, plans to open around
200 new stores and add more than
1,350 workers in 2009.

Openings attract a surge of appli-
cants, helping Family Dollar trim re-
cruiting costs and fill jobs faster
with stronger candidates. “We’re
seeing a level of applicant we
haven’t ever seen before,” says
Bryan Venberg, senior vice presi-
dent of human resources.

A recent posting for a New York
City store manager drew 700 appli-
cations in two days. A listing for a hu-
man-resources manager drew more
than 100 applications in 24 hours.
Two years ago, the company would
have tapped a recruiter to fill the HR

position, Mr. Venberg says.
Danish drug maker Novo Nord-

isk AS, aided by new diabetes treat-
ments, is hiring salespeople and re-
searchers in the U.S., just as many
drug companies are shedding jobs.
Novo Nordisk drew more than 4,000
applicants for 80 positions at a new
research facility in Seattle that
opened in October, including re-
search directors laid off elsewhere.

One caveat for employers: Hiring
in a downturn can be tricky. Job
seekers are not only more numerous
but more desperate, hiring man-
agers say. Weeding through hun-
dreds of résumés is time-consum-
ing, and mistakes can be costly.

Defense contractor Lockheed
Martin Corp. expects to receive a
record 1.5 million applications for
around 20,000 positions in 2009,
says Ken Disken, senior vice presi-
dent of human resources. “We want
to make sure they want to come to
Lockheed Martin to pursue a career,
not a job,” he says.

Some see a hiring opportunity

It pays to carefully cultivate your endorsers
Guidelines help
ensure references
come through for you

By Joann S. Lublin

An employer recently requested
a recommendation from Andy Le-
vine about one of his former staffers
at Development Counsellors Inter-
national in New York.

The problem? “We fired him af-
ter three months” because he

missed more than
five major dead-
lines, says Mr. Le-
vine, president of
the economic mar-

keting-development firm. He
merely confirmed the man had
worked there. Since that October
call, the dismissed employee repeat-
edly has offered Mr. Levine as a ref-
erence—without his permission.
And the exasperated executive
hasn’t been able to contact the fired
staffer about the situation. Mr. Le-
vine’s advice to job seekers: “Seek
references from someone besides
the boss who fired you.”

Most job hunters grasp that ba-
sic maxim, yet many still fail to
make the most of their references.
As unemployment soars and hiring
shrivels, you must carefully culti-
vate your endorsers. Businesses
looking to hire are pickier than ever.
As for Mr. Levine, he requires 12 ref-
erences from every finalist, asking
each referral, “What is wrong with
this candidate?”

Going the extra distance with ref-
erences may enhance your chances
of landing a job. “That means caring
enough to do more than just asking
for permission,” emphasizes Randy
Street, an Atlanta partner for ghS-
MART & Co., a management-assess-
ment concern in Chicago. He co-
wrote “Who,” a book about success-
ful hiring methods.

Here are some ways to make sure
your references take good care of you:

n Create and maintain an up-to-
date “bank” of referrals.

It’s a wise idea to collect recom-
mendations when you quit a well-
done job. Don’t limit yourself to
written tributes, however. Con-
sider video testimonials, which you
can post through VisualCV, a free
service for job seekers that lets
them craft online résumés.

LinkedIn, a professional net-
working site, contains a “recom-
mend” feature where prior col-
leagues and superiors can sing
your praises. By reaching out to
such contacts while you are still
fresh in their minds, marketing
manager Steve Boudreau in-
creased his LinkedIn endorse-
ments to 21 from three soon after a
Chicago executive-search firm laid
him off in March. “Having many en-
dorsements will help set me
apart,” he predicts.

n Prepare your references for
hiring managers’ tough questions.

Anyone vouching for you needs
gentle reminders about your
shared work history, your most
memorable achievements, their rel-
evance to the desired job and a de-
tailed description of that spot. An-
ticipate negative queries by telling
references about your corrected
shortcomings.

You might say, “Back then, I
wasn’t as organized as I am now,” Mr.
Street advises. You also could ease a
reference’s discomfort over describ-
ingyour biggest flop bynoting “some
outcomesweregood,”addsSeanKen-
ney, a partner at Essex Partners, a
unitofoutplacementcounselors Key-
stone Partners in Boston.

n Contact references after
they’ve spoken on your behalf, and
use innovative methods to stay in
touch a few times a year.

“Youwanttomakesureyourrefer-
ences are doing a service for you,”
says David Marshall, a credit analyst.
In following up with three references

for a job with GMAC Commercial Fi-
nance LLC, he learned they gave the
right answers about him—and
gleaned insights about that business.

He joined a GMAC Commercial
unit in Greensboro, N.C., last May af-
ter being jobless since October
2007. Mr. Marshall treated his en-
dorsers to a meal.

There are other ways to show
your gratitude. Send references a
card on Thanksgiving Day, a U.S. hol-
iday when people rarely receive
greetings, notes Oscar Adler, a ca-
reer and communication coach in
Deerfield, Ill. “Yours will be appreci-
ated,” he says.

You also might set up “Google
Alerts” to monitor Internet men-
tions of your references, proposes
William Arruda, founder of Reach, a
New York personal-branding con-
cern. Email “Bravo!” after you spot a
referral’s latest article citation,
speech or promotion.

n Don’t clutter your résumé
with unnecessary verbiage about
contacts.

The popular phrase, “references
available upon request,” wastes
space on an obvious point. Instead,
you should write up the names, ti-

tles, email addresses and telephone
numbers of five references, then
hand them over after every job inter-
view, Mr. Adler recommends.

n Don’t offer outdated refer-
ences or “big names” who barely
know you.

Your boss from 1999 may still
think you’re wonderful. His en-
dorsement means little in today’s
harsh job market, however.

Similarly, “proximity can trump

prestige,” because your immediate
supervisor is well aware of your
achievements, says Marilyn Machlo-
witz, a New York executive recruiter
specializing in nonprofits. She isn’t
impressed by “big name” refer-
ences who only can spout glittering
generalities about candidates they
barely remember. Such name drop-
ping “comes across as bragging,”
she adds. On the other hand, “a big
name who can really talk about your
work can help.”

n Don’t seek endorsements
from the same person again with-
out describing the outcome of
your last request.

When a California accounting
professional soughta newspaper job
last year, a former supervisor pro-
vided a glowing recommendation.
She turned down the offer because
she was afraid to join a sick industry.

But the woman neglected to
alert the ex-boss, who she thinks
would have appreciated knowing
why she rejected the job offer. In
hindsight, “I think I should have
told him right away.” She hopes to
use that reference again.

The best way to repair a gaffe
like that? Simply apologize.

Email joann.lublin@wsj.com
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CAPITALWANTED

TRAVEL

Secured Party Sale
AUCTION

April 21, 10 am
Coachworks Holdings
1WanderlodgeWy

Ft. Valley, GA.
Approx $10 MILLION

VALUATIONS OF PARTS
BUSES, RV'S, Vehicles,

Machinery, tools, dies, etc.
For the famous Bluebird
Bus/RV's...see our website

www.since1917.com or
call: Stanley Rosen
702-821-1901

for FREE brochure
ROSEN COMPANY-WEST
3029 Highland Falls DR
Las Vegas, NV 89134

2001 Sikorsky S76C+
Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200
Moving Map, Artex 406 MHZ ELT, Excellent
Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-883-5947

Major Distribution Center Closed
For Sale Now! 10 Crown 240" 3000 lb ordpkrs,
3-80,000 Sq Ft Mezzanines. 3 Tennant floor
Scrubbers low hrs, 50 Nesta Flex pwr. 100. Huge
Bushman Conveyor Systems, spare mtrs, gear
drives, Ing. Rand Air Compressor System.

www.facility-ops.com
415-576-9007

Indiana MEDICAL DEVICEMFR.
Get instantly into this growing business with an
established mid-west job shop. Necessary cre-
dentials, strong customer list and experienced
mgmt are in place. Tremendous growth poten-
tial. garyh@akronequipment.com

330-645-3780 ext. 75

Wood Fuel, Pellet Feedstock, Wood Chips, Bark
Mulch, 20 Acres Heavy Industrial, Chip Mill,
Grinding Mill, Rail Crane, Truck Scale, Office Bldg.

$3.8 Mil Assets Only
Principles Tel: 678-644-8941

email: jgl@jgleone.com

G o G r e e n

For Sale

Shell and Tube

Heat Exchanger Manufacturer

Reply to: htexmfg@gmail.com

with prototypes and patents pending.
Needs funding to get to market. Serious
inquire only. $10 million

Innovative Solar Solutions
Arnold Anderson
713-783-4283

Start-Up Solar Company

Global logistics company
experiencing EXPLOSIVE growth! Capital
needed to expand capacity/ assets just to
support current demand! New contracts +
diversified customer base guarantees.

CONTINUED EXPONENTIAL
GROWTH! Call 617-669-3243

DEBT INVESTOR$ AMAZING ROI !!

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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From a deal maker to Mr. Fix-it
Rattner’s new task:
figuring out a rescue
for GM and Chrysler

Carrying charges
A cost gap remains
between ‘legacy’ and
low-cost airlines > Page 30

Steven Rattner, former Wall Street investor charged with rescuing GM and Chrysler, in Washington on March 20.

By Neil King Jr.

And Peter Lattman

WASHINGTON—Steven Rattner
arrived in Washington six weeks ago
with a reputation as a finance whiz
who amassed a fortune on Wall
Street. His ability to size up trou-
bled firms, he and others said, was
just what President Barack Obama
needed to plot a rescue of General
Motors Corp. and Chrysler LLC.

A look back at his years in New
York, though, suggests that a
broader blend of skills—deal maker,
Democratic fund-raiser and net-
worker extraordinaire—proved cru-
cial in positioning him for the job.
Since turning down a post in the
Clinton Treasury Department, Mr.
Rattner, 56 years old, has sought a
return to the U.S. corridors of power
that he covered as a young newspa-
per reporter in the Carter years.

Mr. Rattner’s recent deal-mak-
ing experience—investing in compa-
nies at private-equity firm Quadran-
gle Group LLC, largely in the media
industry—has been mixed. Amid a
brutal fund-raising climate, Quad-
rangle recently delayed plans to
raise $2 billion to start a buyout
fund. Its media hedge fund folded
late last year. Several investments
are struggling, including ones in
Spanish cable operator Ono and the
publisher of Maxim magazine.

Most private-equity funds have
hit hard times during the financial
crisis, making Quadrangle no excep-
tion. Overall, its performance has
outperformed the stock market, ac-
cording to an investor presentation.
The firm scored a coup last year
when New York City Mayor Michael
Bloomberg selected it to manage his
multibillion-dollar fortune.

Mr. Rattner faces a large task: fig-
uring how to rescue the failing GM
and Chrysler. He leads a growing
auto task force within the Obama ad-
ministration, numbering a couple of
dozen, in charge of one of the most
ambitious industrial restructurings
ever taken on by the government. In
four months, the two auto compa-
nies have already gobbled more
than $17 billion in government aid.

To Mr. Rattner, the job doesn’t re-
quire the skills of a turnaround ex-
pert. Instead, he says, “this is an in-
vestment decision” not unlike the
many he made at Quadrangle or ear-
lier, during his years as an invest-
ment banker at Lazard Freres & Co.

“This job fits as naturally as any
with the arc of what I’ve done dur-
ing my career,” Mr. Rattner said last
Friday, sitting at the same table in
his corner office at Treasury where,
a week earlier, he fired GM Chief Ex-
ecutive Rick Wagoner.

“We have to decide whether to in-
vest a certain number of more bil-
lions into these entities,” he said. “It
is very similar to what we do in pri-
vate equity. You take a company, you
analyze it inside and out, you break
down all of its components, you eval-
uate the management, you evaluate
its competitive position—and you
decide whether to invest in it or
not.”

All of the president’s calls thus
far, including threatening GM and
Chrysler with bankruptcy if they
can’t work out their problems,
flowed directly from conclusions
presented to the White House by Mr.

Rattner and his team, administra-
tion officials say. That included the
need to oust Mr. Wagoner.

Mr. Rattner grew up in Great
Neck, N.Y., on Long Island. After
Brown University, where he edited
the college newspaper, he took a job
as a reporter at the New York Times.
After stints in the Washington and
London bureaus, he jettisoned a
promising journalism career for in-
vestment banking. He was tagged as
an up-and-comer, first at Lehman
Brothers, then Morgan Stanley and
finally at Lazard. He ascended to the
No. 2 spot at Lazard before leaving
to start Quadrangle.

Along with three colleagues, he
started the firm in March 2000, at
the height of the tech bubble. They
set up shop in a swank office on a
floor of the landmark Seagram’s
building on Park Avenue. Mr. Ratt-
ner was the firm’s headliner. One
former colleague called him “Quad-
rangle’s brand manager.”

Mr. Rattner was already looking
at opportunities in Washington.
Prominent Washington lawyer Ver-
non Jordan had introduced him and
his wife, Maureen White, to Presi-
dent Clinton and Hillary Clinton on
Martha’s Vineyard four years ear-
lier. After the 1996 election, Mr. Ratt-
ner was offered a senior policy job at
the Treasury, which he turned
down. He promised his Quadrangle
co-founders he would stay at the
firm for five more years.

To raise Quadrangle’s first $1 bil-
lion fund, Mr. Rattner turned to the
big pension funds, but also tapped
his old Lazard clientele, including
billionaire telecom investor Craig
McCaw; Comcast Corp. President
Brian Roberts, and Henry Kravis, co-
founder of private-equity firm Kohl-
berg Kravis Roberts & Co.

The firm started slowly, with rela-
tively small investments in publish-
ing and video distribution. It looked
at but never closed on two baseball
ventures, first involving the New
York Yankees’ TV network and then
in a long brawl over ownership of
the Boston Red Sox.

Some early deals, like a minority
investment in Cablevision, the New
York cable giant, made big profits
for Quadrangle. An investment in a
company that produced DVDs for ex-
ercise guru Richard Simmons and

others flopped.
The media and communications

sectors have been particularly hard-
hit by the financial crisis, but Quad-
rangle’s investments are largely in
subscription-based rather than ad-
vertising-driven businesses, buffer-
ing it somewhat against the down-
turn. Investments that are holding
up well include Get AS, a Norwegian
cable company, and Hargray, a
South Carolina-based rural telecom
outfit.

The firm’s highest-profile loss
was a $250 million wrong-way bet
on Alpha Media, the publisher of
men’s magazine Maxim, made in
June 2007 at the market peak.
Crushed by the declining advertis-
ing market, the company recently
shut down its other title, music mag-
azine Blender. Quadrangle invested
about $90 million of equity and bor-
rowed the rest.

Alpha presents another awk-
ward issue for Mr. Rattner. One of
the main lenders in the deal is Cer-
berus Capital Management LP, the
private-equity firm that owns
Chrysler and stands to lose a lot of
money as a result of Mr. Rattner’s de-
cisions in his new job. Cerberus con-
trols a large chunk of Alpha Media’s
$125 million in senior debt and
could end up owning the company.

Quadrangle has written down its
Alpha investment and is no longer
butting heads with Cerberus over
the magazine company, say people
familiar with the situation.

In November, Quadrangle wound
down a two-year-old, $500 million
media-focused hedge fund strug-
gling with weak performance and in-
vestor redemptions. The firm also
agreed last year to let the managers
of its $3 billion distressed-debt
fund, a collection of Mr. Rattner’s
former Lazard colleagues, buy out
Quadrangle’s share of the fund. It
was a blow to Quadrangle, as private-
equity firms view distressed-debt in-
vesting as complementary to their
core buyout businesses.

Joshua Steiner, Quadrangle’s co-
president, has said the firm gained
distressed-investing knowledge
working with the team.

The firm’s two private-equity
funds—a $1 billion vehicle launched
in 2000 and a roughly $2 billion
fund started in 2005—have posted

solid results, delivering net annual-
ized returns of 10.7% and negative
1%, respectively, as of the end of
2008. That outpaces the S&P 500
stock-market index by about 5% and
20%, respectively, over those peri-
ods, based on a formula that adjusts
for when the investments were
made and when profits were re-
turned to the funds’ backers.

But even as Mr. Rattner helped
build Quadrangle, his attention was
shifting toward Washington. In
2004, he was an adviser and major
fund-raiser for Sen. John Kerry. The
Rattners have carved out a role as a
Democratic power couple, hosting
fund-raisers at their Fifth Avenue
apartment overlooking the Metro-
politan Museum of Art. They were
both major supporters of Mrs. Clin-
ton, and when she lost the primary
race to be the Democratic candidate
for president, they threw their sup-
port behind Mr. Obama.

Roger Altman, a Wall Street fin-
ancier who was the Treasury Depart-
ment’s point man during the first
Chrysler bailout in 1979, says Mr.
Rattner is well-suited for his new
job.

“Steve has a brilliant grasp of fi-
nance, and that is the single-most
important ingredient here,” said Mr.
Altman, a longtime mentor who
lured Mr. Rattner to Lehman Broth-
ers in 1982.

The Obama administration,
partly to allay concerns among the
United Auto Workers union, first
picked union adviser and former in-
vestment banker Ron Bloom to lead
the auto team. Mr. Rattner was then
appointed a week later as head of
the task force and has become the ef-
fort’s most public face. Mr. Bloom re-
mains a key part of the task force.

At Quadrangle, Mr. Rattner’s
former partners will learn this
month how its investors feel about a
post-Rattner era. Private-equity
firms typically call for capital from
their investors over time. Mr. Ratt-
ner’s departure triggers a clause un-
der which investors can stop the
firm from making new investments.

Though its first fund is fully in-
vested, the firm’s second fund, at
roughly $2 billion, is still about
$500 million uninvested. Mr. Ratt-
ner has pleaded with Quadrangle in-
vestors to stick with it.

By Jonathan Buck

LONDON—U.K. new-car regis-
trations fell 31% last month from a
year earlier as the recession contin-
ued to deter consumers from
spending on big-ticket items.

The decline, which mirrors
sales, was a particularly heavy
blow to the British car industry;
March has been the largest-vol-
ume month in six of the last 10
years. March typically accounts
for 18% of the annual market and
last year had a 21% share.

New-car registrations fell to
313,912 vehicles, contributing to a
first-quarter decline of 30% to
480,358 vehicles. Registrations
fell 21.9% in February.

The U.K. auto-industry trade
group has been pushing for a gov-
ernment incentive plan similar to
those in other European countries,
under which consumers who scrap
old, inefficient cars receive cash to-
ward the purchase of a new car. “A
scrappage scheme will provide the
incentive needed, and the evi-
dence is clear that schemes al-
ready implemented across Europe
do work to increase demand,” Paul
Everitt, chief executive of the Soci-
ety of Motor Manufacturers and
Traders, said in a written state-
ment.

There is a marked contrast in
registration figures across Europe
between countries that offer scrap-
ping incentives and those that
don’t.

In Germany, which offers
Œ2,500, or about $3,400, in scrap-
ping incentives, registrations last
month jumped 40% from a year ear-
lier. Industry association VDIK in-
creased its forecast for German
new-car sales to 3.1 million for the
year from its January forecast of
2.9 million. Last year, 3.09 million
cars were sold in Germany. Regis-
trations in France, which also of-
fers scrapping incentives, last
month rose 8.1% from a year ear-
lier.

But Spain, which doesn’t offer
incentives, saw new-car registra-
tions fall 39% last month.

Industry experts worry, how-
ever, that government-funded in-
centives will only delay slow-
downs unless economic growth re-
sumes.

U.K. sales for Ford Motor Co.
dropped 23% last month to 52,289
vehicles as its market share
slipped to 15% from 16.7%. The
Ford Fiesta remained the best-sell-
ing model for a fifth consecutive
month. Vauxhall, part of General
Motors Corp., reported 40,000 reg-
istrations last month, down 30%.
Its market share was almost un-
changed at 12.6%.

FOCUS ON AUTOMOBILES
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U.K. car sales
drop 31%, fueling
call for incentives
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Indian men living in the U.S. strike out
Brides and parents
back home get picky;
America looks risky

Self-publisher Author Solutions buys rival

By Shefali Anand

V
IKAS Marwaha would
normally be considered
a good catch by Indian
parents seeking a hus-
band for their daughter.

The 27-year-old software engineer
earns $80,000 to $100,000 a year
and comes from a family “of doctors
and engineers,” according to his pro-
file on a matrimonial Web site.

But Mr. Marwaha works for a
start-up Internet phone company in
San Francisco. And because the U.S.
economy is wobbly, that’s a prob-
lem. Many Indian parents now are
balking at sending their daughters
to the U.S. to marry.

During a two-week wife-hunt-
ing trip to India in December, Mr.
Marwaha interviewed 20 poten-
tial brides in 10 days. He says sev-
eral parents asked him, “How has
the recession impacted your job?”
Mr. Marwaha says he assured
them he hadn’t been affected at
all, but still he returned to the U.S.
brideless.

Indian parents used to think it a
plus to marry off their daughters to
Indian men living in wealthier coun-
tries, including the U.S. and Britain.
But as India has grown more afflu-
ent in recent years, the demand for
overseas Indian grooms has been
fading. While India’s economy is
also slowing down, it is still grow-
ing, and layoffs aren’t as wide-
spread as in the West.

“Even if something happens, in
India there’s a comfort” that the
woman’s parents are around to
help, says Murugavel Janakiraman,
founder of the matrimonial Web
site Bharatmatrimony.com. Favor-

able responses to potential over-
seas grooms registered on his site
have declined by 20% in the past
nine months, he says.

Rahul Tamrakar, 32, a full-time
consultant for International Busi-
ness Machines Corp. in Chicago,
has been looking for a bride back
home in India. But he says prospec-
tive in-laws were worried that “con-
sultant” was a euphemism for “un-
employed.” One parent asked to see
his tax returns. He refused, and the
talks fell through. Now, “I’m trying
to meet up [with] girls who are in
the U.S. already,” he says.

Some brides simply see India as
more livable these days. As salaries
have gone up there, Indian married
couples are able to afford houses,
and young women with jobs have
money of their own. In contrast, in
the U.S., “people have to even clean

their own toilets,” says Hasit Dave,
55, who runs the Klassic Match Mar-
riage Bureau in Ahmedabad, a city
in the western Indian state of Gu-
jarat.

To be sure, some Indian brides,
particularly those from modest
backgrounds, still welcome foreign
bridegrooms. But it’s become a
harder sale for women who see bet-
ter prospects for themselves in In-
dia.

Anisha Seth, 26, has been look-
ing for a groom for two years now.
But she feels “jittery” about consid-
ering nonresident Indians as possi-
ble options.

Ms. Seth grew up in Lucknow, a
medium-size city southeast of
Delhi, but now works as a financial
executive in Mumbai and lives
alone in an apartment. Ms. Seth is
part of a wave of Indian women

who have, in recent years, started
working and living away from their
parents before marriage.

In Ms. Seth’s view, if she were to
move to the U.S. or to another devel-
oped country, she might not get a
job quickly and would have to be de-
pendent on her husband for a
while. While she’s open to the idea
of giving up her independence, she
worries that given the state of the
U.S. economy, a groom based in
America might not be earning
enough to support her. For in-
stance, Ms. Seth says she likes nice
clothes and would like to have a flat-
screen TV. “Is he really prepared to
provide the kind of lifestyle that I
have right now?” She expects a hus-
band to earn more than she does.

Career-oriented Indian women,
meanwhile, have grown concerned
about their job prospects
in the U.S. Sandeep Gohad,
a Manchester, Conn., soft-
ware consultant who’s be-
tween jobs, got such ques-
tions during a two-month-
long visit to his hometown
of Pune, near Mumbai. He
told bride candidates they
would have a hard time get-
ting a work visa in the U.S.
And even if they did, find-
ing jobs would be tough.
He, too, came home single.
An engineer or doctor “has
absolutely no reason to go to the
U.S.A. and work as a housewife,” he
says.

Even today, many Indian mar-
riages are orchestrated by parents
who plan everything from finding
the spouse to the wedding cere-
mony. They often start by signing
up with a marriage bureau or plac-
ing classified ads in Indian newspa-
pers.

A recent ad listed under the
heading Nonresident Indians read:
Brahmin boy, very handsome, 27
years old and 178 centimeters tall,
who has done his MBA and a bache-

lor’s in computer science, working
in New York, on an H-1B work visa,
seeks a professionally qualified,
very beautiful, tall girl.

Based on responses to the matri-
monial ads and matches from mar-
riage bureaus, parents of would-be
grooms living in America—some-
times in consultation with their
sons—short-list the women. The
prospective groom then visits India
for one to three weeks, and if he
chooses a woman—and she agrees—
the marriage is set. He then returns
to India after a few months for the
wedding.

Until recently, overseas candi-
dates would quickly elicit 10 to 15
responses from young women, says
Smita Seth, 55, owner of Man-
pasand Marriage Bureau in Ahmed-
abad. But in the past few months,

she has had to coax par-
ents to even consider over-
seas grooms; they prefer
men from their own towns
instead.

Mr. Marwaha, the San
Francisco software engi-
neer, learned that the hard
way. All meetings with po-
tential brides were in the
presence of the women’s
parents. The typical meet-
ing started with the par-
ents briefly interviewing
Mr. Marwaha, primarily

about his finances. Among the 20
or so women he met, the parents of
half of them were reluctant to send
their daughter to the U.S., either be-
cause they were worried Mr. Mar-
waha would lose his job or because
they felt they couldn’t verify his cre-
dentials. The other women just
“didn’t click” with him, he says.

Given the difficulty in finding
matches for Indians abroad, some
matchmakers are now charging
them more. Mr. Dave of Klassic
Match charges a minimum fee of
$100, versus $50 for candidates liv-
ing in India. He charges more for
specific requirements. For in-
stance, he says some overseas Indi-
ans want a bride who is smart, flu-
ent in English, and “simulta-
neously, docile in the house.” He
says such women are now harder to
find, so he bumps up his fees for
some searches.

Some overseas Indians are
throwing in the towel. Software en-
gineer Abhishek Khaitan, 30,
moved back to India in January af-
ter living in the U.S. since 2004. Mr.
Khaitan, who is divorced, had been
looking for a wife since the summer
of 2008, to no avail. Mr. Khaitan
has found a job in the south Indian
city of Hyderabad and has been in
touch with potential brides.
“Things are working out, being
here,” he says.

Scariest Monster of
all sues for trademark
infringement. Page 12

Fiat’s bargaining
chip in talks with
Chrysler. Page 6
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A decline in the ice covering the Arctic Sea
is continuing, and there are fresh indications
the area’s ice cap is thinning as well. Page 30

By Jeffrey A. Trachtenberg

Author Solutions Inc., one of the
largest self-publishers inthe U.S., has
acquiredsmallerCanadianrival Traf-
ford Publishing, further consolidat-
ingthesectoratatimewhenthetradi-
tional book industry is in turmoil.

Author Solutions, which oper-
ates AuthorHouse and iUniverse
and is owned by the San Mateo, Ca-
lif., private-equity firm Bertram
Capital Management LLC, declined
to disclose terms of the deal. In Janu-
ary, the Bloomington, Ind., pub-
lisher acquired competitor Xlibris,
also for an undisclosed price.

Closely held Trafford, which is
based in Victoria, Canada, and has a
small office in Oxford, England, said
it haspublished more than 15,000 au-
thors from more than 120 countries.
It had been owned by Trafford Hold-

ings Ltd.
The acquisition comes as major

publishers and retailers alike con-
tinue to grapple with the costly issue
of returns, books that are printed and
shipped but don’t sell and are trucked
back to their publishers for credit.

By contrast, companies like Au-
thor Solutions—also called print-on-
demand publishers—charge a fee to
handle every aspect of publishing a
book, from editing the manuscript to
setting it in type and binding it to list-
ing it online for sale.

“Thecurrent[traditional]publish-
ing model depends on publishers
making an educated guess as to how
manybooks willsell,but print-on-de-
mand publishing starts with people
searching for a book they want and
thenpayinginadvance,”said Richard
Curtis, president of the New York lit-
erary agency that bears his name and

the president of E-Reads, an e-book
and print-on-demand publisher.

Mr. Curtis argues that print-on-de-
mandholdspromiseforthetraditional
industry as well. “The major houses,
once a book is sold out, will turn to
print-on-demand publishing rather
thanprintinganextra5,000copies,”he
says. “It’s a system without waste.”

Albert Greco, a professor at the
Fordham Graduate School of Busi-
ness who studies the book industry,
cites three major reasons authors
self-publish. Some may use their
books as business cards, and in-
clude a copy during work-related
presentations; others are frustrated
authors unable to find a major pub-
lishing house for their manuscripts;
still others are interested in publish-
ing family-related books, such as a
memoir of a parent.

“An awful lot of people appear to

be doing this, although it’s hard to
say how many,” Prof. Greco said. “We
know that 411,000 new books were
published with ISBN numbers in
2007, and a significant number of
those were do-it-yourself authors.”

One of the drawbacks of self-pub-
lishing is that most major newspa-
pers and literary journals rarely re-
view self-published books.

Kevin Weiss, chief executive of
Author Solutions, said the deal will
enable his company to offer Traf-
ford authors a wider array of ser-
vices, including social networking.
“We’re seeing a lot of growth on the
marketing side as authors seek to
grow their sales,” he added.

Mr. Weiss said Author Solutions
will generate close to $100 million in
revenue in 2009. Author Solutions
said it is profitable but declined to
disclose figures.

Based on responses to the matrimonial ads and matches from marriage
bureaus, parents of would-be grooms living in America short-list the women.

Sandeep Gohad

Online today
Get a closer look at some of the
marriage-related classified ads

in India's newspapers,
at WSJ.com/World.
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Fiat in a strong position
Fuel systems offer
technological edge
in Chrysler talks

Fiat says its MultiAir engine technology, which reduces engine waste and boosts
fuel efficiency by 10%, will make its debut on the sporty Alfa Romeo MiTo model.

By Jennifer Clark

TURIN—Fiat SpA’s strength in
fuel efficiency is its biggest bargain-
ing chip as it negotiates a stake in
Chrysler LLC. The Italian auto mak-
er’s fuel systems offer Chrysler ac-
cess to something it hasn’t had in
years: cutting-edge technology.

The U.S. government’s plan to let
states set their own fuel-efficiency
rules could make fuel efficiency and
emissions levels more important.
“Americans won’t take to small cars,
but they might accept smaller mo-
tors” in return for fuel efficiency,

said Pierlugi Bellini, associate direc-
tor of the automotive group at the
IHS Global Insight forecasting com-
pany in Milan.

Until recently, the quickest way
for auto makers to improve emis-
sions was to pursue diesel technol-
ogy, because it is more efficient. But
the European Parliament has tight-
ened emissions standards of nitro-
gen oxide, making it more expen-
sive to produce diesel engines that
meet those standards. That means
European manufacturers are focus-
ing more and more on wringing
greater efficiency from gasoline-
powered engines.

European auto makers such as
Fiat, Volkswagen AG, PSA Peugeot-
Citroën SA and others are at the
forefront of making gasoline en-
gines smaller and cleaner, which

gives them a big advantage over
other car companies.

“Chrysler does not have exper-
tise in this area, and Fiat does,” said
Andrew Fulbrook, senior analyst at
CSM worldwide in London.

Fiat—part of Fiat Group SpA, Ita-
ly’s largest industrial company with
revenue of Œ59.4 billion ($80.12 bil-
lion) last year—led Europe’s volume
brands on low carbon-dioxide emis-
sions for the second year running in
2008, according to JATO Consult.

Its future strategy depends on in-
novations such as its MultiAir en-
gine technology, which reduces en-
gine waste and boosts fuel effi-
ciency by 10%. MultiAir-powered
and downsized engines could
achieve fuel economy of up to 25%,
Fiat said.

The MultiAir is a component
about the size of a box of choco-

lates that sits on top of a gasoline
engine. Standard gasoline internal-
combustion engines pump the
same amount of air through a car’s
cylinder head whether it is idling

or cruising at top speed. But the
MultiAir gives air intake flexibil-
ity, wasting less fuel and squeezing
more power and efficiency out of
the engine.

Fiat said the technology will
make its debut in September on Fi-
at’s sporty Alfa Romeo MiTo model.

Sergio Marchionne, Fiat’s chief
executive, said he has no plans to
limit Chrysler’s access to technolo-
gies such as the MultiAir. That
would be a boon to Chrysler, which
was largely restricted to older tech-
nology and platforms by former par-
ent Daimler AG.

MultiAir technology delivers
fuel-efficiency gains but costs less
than a hybrid engine, said Fiat’s tech-
nology design chief, Rinaldo Rinolfi,
who designed MultiAir with a team
of 50 to 60 people over a 10-year pe-
riod at Fiat’s spartan powertrain fa-
cility on the outskirts of Turin.

Mr. Rinolfi, who has worked at
Fiat for more than 25 years, is well
known in the engine-design world.
His work on developing the common
rail diesel engine transformed die-
sel from a loud and dirty monster
suitable for only trucks into the
quiet, clean and svelte version that
now powers European cars.

“I am a green guy at heart—not
politically, but because I think the
environmental sustainability of our
product must be our first goal,” Mr.
Rinolfi said.

Fiat will also introduce a dry dual-
clutch transmission, which delivers
seamless gear changes in an auto-
matic transmission. Mr. Rinolfi said
the technology saves 10% on fuel,
partly because of its compact size,
and will be produced by the end of
this year.

The auto maker is adopting
other initiatives, too. It has
launched a version of its iconic 500
model equipped with stop-start
technology, a system that tempo-
rarily stops a car’s engine when the
vehicle isn’t moving.

Chrysler, receiving govern-
ment rescue funds, has until May 1
to put together a viability plan,
and the company is scrambling to
finalize a partnership with Fiat.
For Fiat, a tie-up with Chrysler
would give the brand a solid foot-
hold in the North American mar-
ket for the first time since 1983,
when it retreated amid competi-
tion from Japanese auto makers
and a reputation tarnished by reli-
ability worries. Before that point,
Fiat had been present in the U.S.
market for decades, carving out a
niche for small cars, particularly
after the oil crisis of the 1970s.

“I think the minds of U.S. consum-
ers are changing, as demonstrated
by the success of the Mini and the
Smart,” Mr. Rinolfi said, referring to
small models from BMW AG and
Daimler, respectively. “So I think a
part of the U.S. market could be in-
terested in a Fiat 500. And probably
the Alfa Romeo,” he added.

FOCUS ON AUTOMOBILES
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.60 $26.59 –0.24 –0.89%
Alcoa AA 38.90 7.91 –0.26 –3.18%
AmExpress AXP 14.90 15.16 –0.17 –1.11%
BankAm BAC 276.10 7.48 –0.12 –1.58%
Boeing BA 7.10 38.16 0.47 1.25%
Caterpillar CAT 10.60 31.31 –0.84 –2.61%
Chevron CVX 9.80 69.89 –0.59 –0.84%
Citigroup C 181.00 2.72 –0.13 –4.56%
CocaCola KO 7.50 44.99 0.02 0.04%
Disney DIS 10.60 19.62 –0.38 –1.90%
DuPont DD 8.80 25.44 –0.53 –2.04%
ExxonMobil XOM 25.90 70.05 –0.39 –0.55%
GenElec GE 126.60 11.19 0.25 2.29%
GenMotor GM 23.70 2.27 0.17 8.10%
HewlettPk HPQ 15.20 33.76 –0.39 –1.14%
HomeDpt HD 16.50 24.85 –0.15 –0.60%
Intel INTC 44.20 15.86 –0.09 –0.56%
IBM IBM 8.30 101.56 –0.66 –0.65%
JPMorgChas JPM 67.80 28.20 –1.08 –3.69%
JohnsJohns JNJ 11.20 52.20 0.05 0.10%
KftFoods KFT 8.80 22.60 –0.40 –1.74%
McDonalds MCD 6.10 55.94 –0.70 –1.24%
Merck MRK 11.80 26.67 0.21 0.79%
Microsoft MSFT 44.50 18.76 0.01 0.05%
Pfizer PFE 57.30 13.71 0.16 1.18%
ProctGamb PG 9.70 49.65 0.02 0.04%
3M MMM 3.60 52.08 –0.03 –0.06%
UnitedTech UTX 5.30 46.31 0.68 1.49%
Verizon VZ 17.30 33.03 0.24 0.73%
WalMart WMT 14.60 53.43 –0.37 –0.69%

Dow Jones Industrial Average P/E: 26
LAST: 7975.85 t 41.74, or 0.52%

YEAR TO DATE: t 800.54, or 9.1%

OVER 52 WEEKS t 4,636.58, or 36.8%

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

FIAT SpA "1,044" –56 –216 –373 Linde AG 93 2 4 –8

Gov & Co Bk Irlnd 532 –50 –55 –120 Shell Pete  81 2 3 1

Peugeot SA 348 –29 –50 –220 Total SA 83 2 2 2

Rep Austria 139 –27 –16 –130 Anglo Amern  420 3 13 –8

Rep Irlnd 215 –27 –4 –140 Societe Air France 488 4 48 14

Alcatel Lucent "1,265" –23 –228 –307 Sol Melia SA 821 5 26 72

Stena Aktiebolag "1,234" –22 87 –101 ISS Glob AS 871 6 18 –67

Renault 369 –21 –41 –221 Dong Energy AS 173 6 13 1

PPR 453 –21 –28 –119 Intl Pwr PLC 992 8 18 101

Lafarge 649 –21 –11 –141 Xstrata PLC 687 16 –32 –190

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

HSBC Hldgs U.K. Banks $114.7 4.51 3.74% –39.6% –46.8%

Nokia Finland Telecoms Equipment 50.1 9.84 2.82 –54.9 –42.0

L.M. Ericsson Tel B Sweden Telecoms Equipment 27.3 73.40 2.37 20.0 –49.9

Soc. Generale France Banks 26.6 34.17 2.02 –50.5 –69.4

E.ON Germany Multiutilities 58.5 21.81 1.96 –46.3 –26.0

Rio Tinto U.K. General Mining $32.8 22.08 –11.33% –62.2 –29.1

AXA France Full Line Insurance 28.3 10.09 –6.75 –59.2 –64.1

Credit Suisse Grp Switzerland Banks 36.8 35.36 –5.30 –38.9 –52.7

Siemens Germany Diversified Industrials 55.0 44.89 –4.12 –37.9 –41.7

BHP Billiton U.K. General Mining 45.7 13.85 –3.89 –17.8 21.3

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

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

Nestle 131.8 39.10 1.61% –24.3% 1.5%
Switzerland (Food Products)
Barclays 21.4 1.73 1.29 –63.5 –74.6
U.K. (Banks)
Bayer 37.9 36.94 1.15 –29.0 8.9
Germany (Specialty Chemicals)
GDF Suez 73.0 24.84 0.73 –38.5 –15.3
France (Multiutilities)
UniCredit 27.5 1.54 0.72 –68.0 –74.7
Italy (Banks)
France Telecom 59.1 16.86 0.66 –25.0 –8.1
France (Fixed Line Telecoms)
Vodafone Grp 108.4 1.26 0.60 –21.9 –0.2
U.K. (Mobile Telecoms)
Telefonica 95.9 15.20 0.20 –22.2 17.7
Spain (Fixed Line Telecoms)
SAP 45.4 27.65 0.16 –18.5 –41.0
Germany (Software)
Diageo 32.3 7.90 ... –26.0 –12.6
U.K. (Distillers & Vintners)
Iberdrola 36.8 5.50 ... –43.6 –15.9
Spain (Conventional Electricity)
Banco Bilbao Vizcaya 35.4 7.05 ... –52.7 –58.6
Spain (Banks)
Deutsche Bk 26.7 34.95 –0.11 –54.2 –63.9
Germany (Banks)
Sanofi-Aventis 73.0 41.39 –0.27 –15.9 –45.2
France (Pharmaceuticals)
Astrazeneca 51.1 23.75 –0.34 13.9 –18.7
U.K. (Pharmaceuticals)
Roche Hldg Pt. Ct. 94.0 152.00 –0.59 –20.1 –20.5
Switzerland (Pharmaceuticals)
British Amer Tob 46.6 15.55 –0.64 –17.8 12.8
U.K. (Tobacco)
Banco Santander 64.1 5.86 –0.68 –53.3 –47.2
Spain (Banks)
ArcelorMittal 35.2 18.12 –0.74 –66.9 ...
Luxembourg (Iron & Steel)
BP 138.6 4.53 –0.93 –15.4 –34.6
U.K. (Integrated Oil & Gas)

ABB 34.1 16.71 –0.95% –39.4% 1.2%
Switzerland (Industrial Machinery)
Novartis 98.4 42.30 –1.03 –18.1 –42.8
Switzerland (Pharmaceuticals)
BASF 31.7 25.69 –1.04 –42.4 –19.8
Germany (Commodity Chemicals)
ENI 78.4 14.61 –1.28 –35.9 –39.8
Italy (Integrated Oil & Gas)
GlaxoSmithKline 87.5 10.35 –1.57 –9.2 –30.7
U.K. (Pharmaceuticals)
Tesco 38.0 3.27 –1.68 –20.2 –0.6
U.K. (Food Retailers & Wholesalers)
Total 117.6 37.00 –1.82 –24.3 –33.0
France (Integrated Oil & Gas)
Royal Dutch Shell 79.7 16.76 –1.90 –27.3 –38.1
U.K. (Integrated Oil & Gas)
Deutsche Telekom 54.1 9.25 –1.91 –18.9 –32.8
Germany (Mobile Telecoms)
Assicurazioni Genli 24.7 13.08 –1.95 –55.1 –53.2
Italy (Full Line Insurance)
Unilever 33.7 14.68 –2.07 –31.0 –21.9
Netherlands (Food Products)
Anglo Amer 26.5 13.37 –2.12 –59.3 –45.2
U.K. (General Mining)
Intesa Sanpaolo 33.6 2.12 –2.31 –56.0 –57.8
Italy (Banks)
BNP Paribas 42.7 34.90 –2.46 –50.3 –53.8
France (Banks)
ING Groep 14.8 5.30 –2.48 –79.4 –83.3
Netherlands (Life Insurance)
Royal Bk of Scot 17.4 0.30 –2.61 –90.5 –94.3
U.K. (Banks)
Daimler 29.7 22.95 –2.78 –57.1 –52.4
Germany (Automobiles)
Allianz SE 41.8 68.94 –3.32 –48.3 –49.1
Germany (Full Line Insurance)
UBS 29.7 11.50 –3.36 –63.5 –82.3
Switzerland (Banks)
Koninklijke Philips 15.7 12.08 –3.71 –52.1 –56.3
Netherlands (Consumer Electronics)

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 -0.14% 1.66% 0.8% 2.5% -5.0%
Event Driven 0.01% 0.51% 1.7% 2.3% -25.6%
Distressed Securities -1.04% -4.64% -11.3% -10.4% -40.5%
Equity Market Neutral -0.33% -1.07% -2.8% -2.2% -9.5%
Equity Long/Short -0.59% -1.85% -1.3% -0.9% -15.3%

*Estimates as of 04/03/09, 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 1.67 100.83% 0.02% 1.87 1.59 1.69

Eur. High Volatility: 11/1 3.48 101.17 0.04 3.89 3.44 3.63

Europe Crossover: 11/1 9.22 101.80 0.10 9.71 8.94 9.23

Asia ex-Japan IG: 11/1 3.24 101.13 0.04 3.84 3.10 3.46

Japan: 11/1 3.66 106.00 0.05 4.33 3.41 3.98

 Note: Data as of April 3

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

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

BLUE CHIPS & BONDS

Europe: 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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Support for Avtovaz is questioned
Russian state loan
relieves car maker
of need to cut costs

GM’s Saab unit anticipates sale before end of June

By Will Bland

MOSCOW—Russia last week
agreed to provide the country’s big-
gest car manufacturer, OAO Avtovaz,
withaninterest-freeloan,butanalysts
fear the money could do more harm
thangood over the long term.

Visiting the company’s plant in
Togliattilastweek,RussianPrimeMin-
ister Vladimir Putin told its 140,000
workers that the government would
supportthecompany’s90billionruble
($2.7 billion) investment plan with a
25 billion ruble interest-freeloan.

But some analysts said state
money could make the company un-
competitive,especiallyif itavoidslay-
offs. “Such large-sale state support
may be unproductive and even in-
crease the company’s inefficiency,”
saidElenaSakhanova,ananalystatin-
vestmentbank VTB Capital.

The government loan wasn’t con-
tingent on any cost cuts.

An Avtovaz spokesman defended
thecompany,whichproducestheLada
andotherbrands,sayingitsrestructur-
ing plan will save 19 billion rubles this

year.Theplanaimstoincreasemarket
shareandcompetitivenessbymodern-
izing Avtovaz’s product range and im-
proving quality.

Last year French car maker

Renault SA took a 25% stake in Av-
tovaz. The Russian government and
Moscow brokerage Troika Dialog also
eachown 25%.

Avtovazhaslostmarketsharetoin-

ternational rivals because richer Rus-
sians preferred to buy foreign cars.
Andwhencarsalesfellsharplylatelast
year, Avtovaz didn’t reduce produc-
tion. This caused a large buildup in in-
ventories,withthecompanynowhold-
ingastockof240,000carsandcarkits,
which would take around eight
months to sell off at the current
monthly salesrate of30,000 cars .

“Thecompanyrespondstooslowly
tochangesinthecarmarket,”saidSer-
gei Udalov, deputy head of Togliatti-
basedconsultancyAutostat.“Avtovaz
should have increased prices a year
ago whenraw material andparts were
getting more expensive. Instead they
waited till March.”

Avtovaz Chief Executive Boris Aly-
oshin,whohasspentmostofhiscareer
within the government, said in a re-
centinterviewthatAvtovazhadaduty
tosupportitssupplierswhenothercar
makers stopped ordering from them.
“If we had stopped buying compo-
nents as well, the suppliers wouldn’t
have survived the new year, and with-
out them, absolutely no one would be
working,” Mr. Alyoshin told a Russian
paper last week.

A company spokesman confirmed
thestatementswereaccurate.Mr.Aly-
oshin didn’t immediately respond to
an interview request.

 —David Pearson in Paris
contributed to this article.

Worry arises over possible Porsche-VW delay

By Ola Kinnander

STOCKHOLM—Saab Automobile
AB, the Swedish unit of General Mo-
tors Corp., told a Swedish court
Monday that it has more than 20
suitors and expects to be sold before
the end of June.

The Vanersborg district court
Monday granted Saab an extension of
its reconstruction period. The car
maker met with creditors in court and
argued successfully that it shouldn’t
immediately be forced into bank-
ruptcy because it stands a chance of
being sold and becoming profitable.

Saab, fighting for its survival,
filed for bankruptcy protection Feb.
20. Its parent company, also strug-
gling, has said it seeks to unload the
Swedish unit this year.

Saab told the court it needs
about $1 billion in the near future in

order to continue production at its
main plant in Trollhattan, Sweden,
and to be able to launch the new
models it has developed.

Of the $1 billion, $600 million
would be a loan from the European
Investment Bank and $400 million
would consist of GM writing off
loans and providing support for
production of the new car models,
Saab said.

Saab said it estimates it will sell
150,000 cars in 2011. It sold 93,000
cars in 2008.

The company didn’t identify any
potential buyers, but said in court
documents that “currently there are
more than 20 actively interested par-
ties.” It said the management’s pre-
sentation to the parties will begin
shortly and the sales process should
be completed by the end of June.

A Swedish government official

who is the state’s liaison with the
auto industry said last week he
thought some rival car makers may
be feigning interest in buying Saab
to get access to its books and re-
search and development plans.

The official, Joran Hagglund,

said he believes Saab has three to
five “serious” suitors. He said this
might not be enough to save Saab, as
the industry currently is in “free-
fall” and any buyers now may have
several troubled car makers to
choose from.

Russian Prime Minister Vladimir Putin announced an interest-free loan for
Avtovaz to workers last week in Togliatti.

France Télécom
to increase stake
in Egypt carrier

CORPORATE NEWS

By Christoph Rauwald

FRANKFURT—Tight credit mar-
kets and a steep downturn of the glo-
bal auto industry are sparking con-
cerns among investors that Porsche
Automobil Holding SE might have
to adjust or delay plans for gaining
full control of Volkswagen AG.

Porsche in January increased its
stake in Europe’s largest auto maker
by sales to 50.76% plus an undis-
closed number of options to buy
more shares. The Stuttgart-based
sportscar maker last month con-
firmed that it plans to further in-
crease its stake in Volkswagen and is
“keeping all its options open.”

But it also stressed last month
that economic conditions must sup-
port any investment activity.

Instead, economic conditions
are shrinking Porsche’s cash flow
and making the timing of a recovery
in the auto market uncertain.

Meanwhile, the German govern-
ment is showing no willingness to
abolish the so-called VW Law, effec-
tively preventing Porsche from exer-
cising the voting power it would usu-
ally have through a majority stake.

“It seems impossible that Por-
sche can raise enough financing via
normal channels to go to 75% of
VW,” said Sanford Bernstein analyst
Max Warburton, who rates Porsche
shares as market perform.

Porsche has been reaping huge
windfall profits through the share-
holding in Volkswagen it started to
quietly accumulate in 2005. In its fis-
cal first half ended Jan. 31, Porsche re-
ported net profit soared to Œ5.55 bil-
lion ($7.49 billion) from Œ1.26 billion
in the same period the previous year.

However, Porsche’s net debt al-
most tripled to Œ9 billion from
Œ3.1 billion at July 31, 2008.

“A combination of low quality dis-
closure—making any detailed analy-

sis difficult—and a surge in net debt
only a few days after renegotiating a
syndicated bank loan on much less
favorable terms, overshadowed a
surprisingly resilient core business
operating profit,” Nomura said.

On March 24, Porsche raised
Œ10 billion in commitments needed
to complete its refinancing.

The talks with banks had faced
some hurdles and the commitments
were reached after a late-night con-
ference call with banks, people close
to the situation said.

Some investors believe Porsche
might just let options up to an addi-
tional 25% of VW stock expire by
July and stick with its 50% stake for
now. “If Porsche really does have
just an option to increase its VW
stake to 75%, then it remains in a
solid position. It can just call it a day
at 50% and wait for the VW Law to
go one day and for the economy to
improve,” Mr. Warburton said.

The VW Law limits the voting
rights of each shareholder to 20%.
That gives the German state of
Lower Saxony, which has a stake of
just above 20%, a blocking minority
on important company decisions.

Family-owned Porsche expects
the VW Law to be removed eventu-
ally because the European Commis-
sion has criticized the law.

Porsche shares closed 3.3%
higher at Œ43.85 in Frankfurt,
largely due to a report from
Bloomberg that Porsche and Volks-
wagen were considering an asset
swap under a plan that would allow
Porsche to increase its stake in Volks-
wagen without having to raise debt.

A spokesman for Porsche said
the company didn’t comment on the
market rumor, while a spokesman
for Volkswagen described the re-
port as “wild speculation.”

 —Carol Dean in London
contributed to this article.

Africa ahead
France Télécom will acquire a 
28.75% stake in Mobinil, to help 
its Africa expansion plans

nMobinil subscribers 
increased 33% to 20.1 million 
as of Dec. 31

n Net profit rose 8% to 1.97 
billion Egyptian pounds
in 2008

n Full-year revenue rose 21%
to 10 billion Egyptian pounds

n Full-year Ebitda rose 27% to 
4.68 billion Egyptian pounds

Source: the companies
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By Ruth Bender

PARIS—France Télécom SA said
an international court cleared it to
acquire Orascom Telecom Holding
SAE’s stake in Egyptian mobile-
phone operator Mobinil for Œ530
million ($715 million).

The Arbitration Court of the In-
ternational Chamber of Commerce
ruled that Orascom must transfer
its 28.75% stake in Mobinil to France
Télécom by Friday at 441,658 Egyp-
tian pounds ($78,456) a share,
France Télécom said late Sunday.

The ruling comes as the result
of a 2007 effort by Orascom to
force France Télécom to transfer
its Mobinil shares to the Cairo-
based company after the partners
disagreed over Mobinil’s budget.
“We were for a budget that in-
creased investment in Egypt to
capture more of the market, and
they wanted to reduce it,” Oras-
com Chairman and Chief Execu-
tive Naguib Sawiris said.

The ruling will give France Télé-
com, which holds 71.25% of Mobi-
nil, full control of the Egyptian mo-
bile-phone company.

France Télécom also will consoli-
date the financial results of Egyp-
tian Co. for Mobile Services, in
which Mobinil holds a 51% stake.
Based on 2008 results, that could
add more than Œ360 million to
France Télécom’s full-year revenue
and Œ165 million to its earnings be-
fore interest, taxes, depreciation
and amortization, the Paris-based
company said. Orascom holds 20%
of ECMS and the rest is in the hands
of other shareholders. France Télé-
com is considering making a bid for
that remaining 49%, a person famil-
iar with the matter said.

The court’s decision lets France
Télécom reinforce its presence in
an emerging market, in line with
the company’s growth strategy.
France Télécom operates in 15
countries across Africa. “Subscrib-
ers are still growing rapidly in
Egypt,” said Dexia analyst Rob Goy-
ens. Mobinil had 20.1 million cus-
tomers as of Dec. 31.

Domestic growth has slowed
for major telecommunications com-
panies as their home markets have
matured, prompting the compa-
nies to focus on emerging markets.
Telecom investment has poured
into Africa, where the 35% penetra-
tion of mobile-phone service is far
below the rate for other regions.

Mobinil competes in Egypt with
Vodafone Egypt, a subsidiary of
U.K.-based Vodafone Group PLC,
and the Emirates Telecommunica-
tions Corp.
 —Maria Habib in Dubai

contributed to this article.

By Perris Lee Choon Siong

TAIPEI—HTC Corp.’s first-quar-
ter net profit dropped 30% from a
year earlier amid the global eco-
nomic slowdown and delayed ship-
ments of some new products.

The Taiwan-based smart-phone
maker said its net profit fell to 4.89
billion New Taiwan dollars (US$146.7
million) in the three months ended

March 31 from NT$6.94 billion a year
earlier. Revenue declined 3.4% to
NT$31.59 billion. In February, the
company had projected first-quarter
revenue of NT$33 billion.

HTC is the world’s largest maker,
by shipments, of phones using Mi-
crosoft Corp.’s Windows Mobile op-
erating system. It is also the maker
of the G1 phone, which uses Google
Inc.’s android operating system.

Phone maker HTC’s net falls 30%
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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.

3.18% 9 World -a % % 160.44 –1.05% –43.6% 5.49% 10 U.S. Select Dividend -b % % 473.92 –0.88% –41.0%

2.83% 14 Global Dow 1013.10 0.09% –35.6% 1453.33 0.71% –44.6% 4.85% 14 Infrastructure 1159.60 0.16% –28.2% 1493.39 0.78% –38.3%

4.10% 16 Stoxx 600 185.00 –0.62% –42.5% 185.24 –0.76% –51.0% 2.43% 6 Luxury 636.50 1.17% –30.8% 728.96 1.80% –40.5%

4.23% 13 Stoxx Large 200 199.60 –0.65% –42.4% 198.79 –0.79% –50.9% 1.88% 8 BRIC 50 287.60 1.68% –36.9% 370.43 2.31% –45.8%

3.33% -25 Stoxx Mid 200 165.80 –0.61% –42.2% 165.09 –0.75% –50.7% 4.04% 9 Africa 50 568.80 0.22% –46.8% 487.62 0.85% –54.3%

3.62% 13 Stoxx Small 200 102.80 –0.23% –44.4% 102.31 –0.36% –52.6% 6.35% 5 GCC % % 1164.74 1.31% –59.2%

4.15% 13 Euro Stoxx 202.30 –0.61% –44.5% 202.59 –0.75% –52.6% 3.84% 9 Sustainability 621.70 –0.71% –36.9% 705.87 –0.55% –46.0%

4.24% 10 Euro Stoxx Large 200 217.10 –0.69% –44.5% 216.04 –0.82% –52.7% 2.95% 10 Islamic Market -a % % 1424.17 –1.08% –38.1%

3.73% -15 Euro Stoxx Mid 200 183.50 –0.46% –43.8% 182.50 –0.59% –52.1% 3.16% 10 Islamic Market 100 1417.40 –0.70% –21.9% 1631.10 –0.54% –33.2%

3.79% 9 Euro Stoxx Small 200 111.90 0.29% –45.3% 111.20 0.15% –53.3% 3.16% 10 Islamic Turkey -c % % % %

6.96% 5 Stoxx Select Dividend 30 1082.40 –0.66% –57.6% 1241.77 –0.80% –63.8% 2.54% 10 DJ U.S. TSM % % 8507.55 –1.07% –38.6%

6.65% 7 Euro Stoxx Select Div 30 1194.80 –1.49% –57.9% 1376.05 –1.62% –64.1% % DJ-AIG Commodity 114.60 –1.69% –36.9% 111.60 –1.82% –46.2%

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

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

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

Australia 1.4087 2.0822 1.2386 0.1752 0.0422 0.2132 0.0140 0.3405 1.8867 0.2533 1.1364 ...

 Canada 1.2397 1.8323 1.0899 0.1542 0.0371 0.1876 0.0123 0.2997 1.6603 0.2229 ... 0.8800

 Denmark 5.5605 8.2187 4.8888 0.6914 0.1666 0.8415 0.0552 1.3442 7.4472 ... 4.4854 3.9471

 Euro 0.7467 1.1036 0.6565 0.0928 0.0224 0.1130 0.0074 0.1805 ... 0.1343 0.6023 0.5300

 Israel 4.1368 6.1143 3.6370 0.5144 0.1239 0.6260 0.0410 ... 5.5403 0.7440 3.3369 2.9365

 Japan 100.7950 148.9800 88.6188 12.5339 3.0191 15.2538 ... 24.3657 134.9947 18.1270 81.3060 71.5493

 Norway 6.6079 9.7667 5.8096 0.8217 0.1979 ... 0.0656 1.5974 8.8499 1.1884 5.3302 4.6906

 Russia 33.3855 49.3454 29.3525 4.1515 ... 5.0524 0.3312 8.0705 44.7132 6.0040 26.9303 23.6987

 Sweden 8.0418 11.8862 7.0703 ... 0.2409 1.2170 0.0798 1.9440 10.7704 1.4462 6.4869 5.7085

 Switzerland 1.1374 1.6811 ... 0.1414 0.0341 0.1721 0.0113 0.2750 1.5233 0.2045 0.9175 0.8074

 U.K. 0.6766 ... 0.5948 0.0841 0.0203 0.1024 0.0067 0.1636 0.9061 0.1217 0.5458 0.4803

 U.S. ... 1.4780 0.8792 0.1244 0.0300 0.1513 0.0099 0.2417 1.3393 0.1798 0.8066 0.7098

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 405.50 1.00 0.25% 822.00 315.75
Soybeans (cents/bu.) CBOT 994.00 –1.50 –0.15% 1,644.50 786.50
Wheat (cents/bu.) CBOT 569.00 –6.75 –1.17 1,144.75 447.00
Live cattle (cents/lb.) CME 84.375 0.200 0.24 116.700 78.600
Cocoa ($/ton) ICE-US 2,558 –232 –8.32 3,220 1,932
Coffee (cents/lb.) ICE-US 117.50 –0.90 –0.76 181.50 104.35
Sugar (cents/lb.) ICE-US 12.85 –0.32 –2.43 15.99 9.97
Cotton (cents/lb.) ICE-US 47.03 –0.57 –1.20 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 2,145.00 –20 –0.92 2,196 1,599
Cocoa (pounds/ton) LIFFE 1,805 –165 –8.38 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,563 –1 –0.06 2,390 1,425

Copper (cents/lb.) COMEX 195.90 –4.15 –2.07 388.00 127.10
Gold ($/troy oz.) COMEX 872.80 –24.50 –2.73 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1211.00 –62.50 –4.91 2,130.00 865.00
Aluminum ($/ton) LME 1,490.00 39.00 2.69 3,340.00 1,288.00
Tin ($/ton) LME 10,825.00 175.00 1.64 25,450.00 9,750.00
Copper ($/ton) LME 4,355.00 195.00 4.69 8,811.00 2,815.00
Lead ($/ton) LME 1,315.00 35.00 2.73 2,955.00 870.00
Zinc ($/ton) LME 1,370.00 30.00 2.24 2,388.00 1,065.00
Nickel ($/ton) LME 10,950 530 5.09 30,300 9,000

Crude oil ($/bbl.) NYMEX 51.05 –1.46 –2.78 143.32 39.42
Heating oil ($/gal.) NYMEX 1.4191 –0.0269 –1.86 4.2125 1.1399
RBOB gasoline ($/gal.) NYMEX 1.4755 –0.0169 –1.13 3.7050 1.0442
Natural gas ($/mmBtu) NYMEX 3.732 –0.069 –1.82 11.817 3.629
Brent crude ($/bbl.) ICE-EU 0.53 –0.01 –2.14 1.50 0.42
Gas oil ($/ton) ICE-EU 4.49 –0.02 –0.55 13.51 3.68

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on April 6
Per In

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

Argentina peso-a 4.9404 0.2024 3.6888 0.2711

Brazil real 2.9771 0.3359 2.2229 0.4499

Canada dollar 1.6603 0.6023 1.2397 0.8066
1-mo. forward 1.6602 0.6023 1.2396 0.8067

3-mos. forward 1.6586 0.6029 1.2384 0.8075
6-mos. forward 1.6563 0.6037 1.2367 0.8086

Chile peso 778.20 0.001285 581.05 0.001721
Colombia peso 3223.09 0.0003103 2406.55 0.0004155

Ecuador US dollar-f 1.3393 0.7467 1 1
Mexico peso-a 18.2229 0.0549 13.6063 0.0735

Peru sol 4.1739 0.2396 3.1165 0.3209
Uruguay peso-e 32.143 0.0311 24.000 0.0417

U.S. dollar 1.3393 0.7467 1 1
Venezuela bolivar 2.88 0.347720 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8867 0.5300 1.4087 0.7099
China yuan 9.1538 0.1092 6.8348 0.1463

Hong Kong dollar 10.3806 0.0963 7.7508 0.1290
India rupee 66.9114 0.0149 49.9600 0.0200

Indonesia rupiah 15107 0.0000662 11280 0.0000887
Japan yen 134.99 0.007408 100.80 0.009921

1-mo. forward 134.94 0.007411 100.76 0.009925
3-mos. forward 134.80 0.007419 100.65 0.009936

6-mos. forward 134.52 0.007434 100.44 0.009956
Malaysia ringgit-c 4.7632 0.2099 3.5565 0.2812

New Zealand dollar 2.2818 0.4383 1.7037 0.5870
Pakistan rupee 107.479 0.0093 80.250 0.0125

Philippines peso 64.012 0.0156 47.795 0.0209
Singapore dollar 2.0181 0.4955 1.5068 0.6637

South Korea won 1748.46 0.0005719 1305.50 0.0007660
Taiwan dollar 44.338 0.02255 33.105 0.03021
Thailand baht 47.244 0.02117 35.275 0.02835

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

Euro zone euro 1 1 0.7467 1.3393

1-mo. forward 1.0001 0.9999 0.7467 1.3392

3-mos. forward 1.0001 0.9999 0.7467 1.3392

6-mos. forward 1.0000 1.0000 0.7466 1.3393

Czech Rep. koruna-b 26.556 0.0377 19.828 0.0504

Denmark krone 7.4472 0.1343 5.5605 0.1798

Hungary forint 293.68 0.003405 219.28 0.004560

Norway krone 8.8499 0.1130 6.6079 0.1513

Poland zloty 4.4287 0.2258 3.3067 0.3024

Russia ruble-d 44.713 0.02236 33.386 0.02995

Sweden krona 10.7704 0.0928 8.0418 0.1244

Switzerland franc 1.5233 0.6565 1.1374 0.8792

1-mo. forward 1.5225 0.6568 1.1368 0.8797

3-mos. forward 1.5205 0.6577 1.1353 0.8808

6-mos. forward 1.5169 0.6593 1.1326 0.8829

Turkey lira 2.1289 0.4697 1.5896 0.6291

U.K. pound 0.9061 1.1036 0.6766 1.4781

1-mo. forward 0.9061 1.1036 0.6765 1.4781

3-mos. forward 0.9060 1.1037 0.6765 1.4782

6-mos. forward 0.9057 1.1041 0.6762 1.4788

MIDDLE EAST/AFRICA
Bahrain dinar 0.5049 1.9807 0.3770 2.6527

Egypt pound-a 7.5456 0.1325 5.6340 0.1775

Israel shekel 5.5403 0.1805 4.1368 0.2417

Jordan dinar 0.9488 1.0540 0.7084 1.4116

Kuwait dinar 0.3897 2.5658 0.2910 3.4364

Lebanon pound 2018.99 0.0004953 1507.50 0.0006634

Saudi Arabia riyal 5.0230 0.1991 3.7505 0.2666

South Africa rand 12.1809 0.0821 9.0950 0.1100

United Arab dirham 4.9194 0.2033 3.6732 0.2722

SDR -f 0.8911 1.1222 0.6653 1.5030

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 600 185.01 –1.16 –0.62% –6.0% –42.5%

 13 DJ Stoxx 50 1881.51 –14.24 –0.75 –8.9% –41.4%

 13 Euro Zone DJ Euro Stoxx 202.34 –1.24 –0.61 –9.2% –44.5%

 9 DJ Euro Stoxx 50 2179.73 –19.02 –0.87 –11.1% –43.1%

 6 Austria ATX 1803.06 –21.48 –1.18 3.0% –55.0%

 5 Belgium Bel-20 1800.15 –8.22 –0.45 –5.7% –53.4%

 6 Czech Republic PX 814.2 –9.5 –1.15 –5.1% –48.6%

 8 Denmark OMX Copenhagen 223.54 4.11 1.87% –1.2% –46.1%

 8 Finland OMX Helsinki 4948.90 65.30 1.34 –8.4% –51.1%

 9 France CAC-40 2929.75 –28.99 –0.98 –9.0% –40.7%

 12 Germany DAX 4349.81 –35.18 –0.80 –9.6% –36.2%

 … Hungary BUX 12126.64 70.53 0.59 –0.9% –45.2%

 5 Ireland ISEQ 2300.98 –29.38 –1.26 –1.8% –64.0%

 6 Italy S&P/MIB 16690 –210 –1.24 –14.2% –50.4%

 7 Netherlands AEX 228.85 –1.91 –0.83 –6.9% –50.8%

 6 Norway All-Shares 275.15 –1.18 –0.43 1.8% –45.3%

 17 Poland WIG 26410.72 258.68 0.99 –3.0% –46.0%

 14 Portugal PSI 20 6460.50 52.74 0.82 1.9% –41.2%

 … Russia RTSI 748.62 2.59 0.35% 18.5% –64.4%

 7 Spain IBEX 35 8321.1 1.2 0.01 –9.5% –40.2%

 15 Sweden OMX Stockholm 216.92 –0.13 –0.06% 6.2% –33.1%

 10 Switzerland SMI 5002.08 –40.91 –0.81 –9.6% –34.5%

 6 Turkey ISE National 100 26650.66 19.60 0.07 –0.8% –37.0%

 9 U.K. FTSE 100 3993.54 –36.13 –0.90 –9.9% –33.6%

 11 ASIA-PACIFIC DJ Asia-Pacific 89.46 0.13 0.15 –4.4% –40.3%

 … Australia SPX/ASX 200 3756.6 21.0 0.56 0.9% –33.2%

 … China CBN 600 20959.24 Closed 42.0% –31.0%

 12 Hong Kong Hang Seng 14998.04 452.35 3.11 4.2% –39.0%

 13 India Sensex 10534.87 186.04 1.80 9.2% –33.1%

 … Japan Nikkei Stock Average 8857.93 108.09 1.24 …% –34.1%

 … Singapore Straits Times 1847.98 27.11 1.49 4.9% –41.9%

 11 South Korea Kospi 1297.85 14.10 1.10 15.4% –26.8%

 10 AMERICAS DJ Americas 212.31 –3.68 –1.70 –6.1% –40.7%

 … Brazil Bovespa 44115.54 –275.44 –0.62 17.5% –31.2%

 13 Mexico IPC 20853.53 –80.25 –0.38 –6.8% –34.2%

*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 6, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.90% 11 ALL COUNTRY (AC) WORLD* 214.96 0.30% –5.6% –40.9%

3.90% 12 World (Developed Markets) 854.90 0.25% –7.1% –40.5%

3.50% 13 World ex-EMU 100.92 0.41% –6.2% –38.3%

3.70% 13 World ex-UK 857.52 0.46% –7.2% –39.7%

4.90% 10 EAFE 1,127.45 –0.64% –8.9% –44.7%

3.90% 9 Emerging Markets (EM) 617.11 0.66% 8.8% –44.1%

5.40% 9 EUROPE 64.97 –1.14% –6.4% –39.2%

6.10% 8 EMU 125.32 –0.65%–11.8% –50.6%

5.30% 10 Europe ex-UK 71.46 –0.92% –7.9% –39.6%

7.00% 7 Europe Value 71.61 –0.57% –7.6% –42.5%

4.00% 10 Europe Growth 57.24 –1.67% –5.3% –35.9%

5.30% 7 Europe Small Cap 106.41 1.46% 5.4% –43.3%

4.30% 4 EM Europe 170.99 0.44% 7.7% –55.6%

5.70% 7 UK 1,195.96 –2.19% –9.0% –29.6%

4.00% 8 Nordic Countries 98.82 –1.48% 0.8% –44.3%

3.20% 3 Russia 474.56 –0.05% 15.1% –64.0%

4.50% 9 South Africa 577.27 –1.59% –0.3% –19.5%

4.70% 10 AC ASIA PACIFIC EX-JAPAN 262.89 0.43% 6.3% –42.2%

3.00% 22 Japan 516.01 0.75% –2.6% –32.6%

3.20% 10 China 43.56 –0.07% 6.8% –33.0%

1.70% 12 India 404.20 0.00% 9.5% –36.3%

1.90% 10 Korea 353.62 0.60% 15.2% –24.7%

7.30% 9 Taiwan 205.09 1.04% 18.3% –37.7%

2.90% 17 US BROAD MARKET 923.40 1.12% –6.0% –35.7%

2.40% -48 US Small Cap 1,164.68 1.70% –6.6% –35.2%

3.90% 10 EM LATIN AMERICA 2,408.81 2.48% 15.9% –44.2%

*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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ENI to sell 20% of Gazprom Neft to Russian parent

More Satyam employees arrested
Outside auditors
of Indian tech firm
said to be uninvolved

Bristol-Myers, Otsuka extend marketing deal

By Guy Chazan

Italian oil and gas company ENI
SpA on Tuesday will sign a $4.2 bil-
lion deal to sell its stake in a Russian
oil producer to OAO Gazprom, ac-
cording to people familiar with the
matter, closing one of the chapters
of the Yukos affair.

Gazprom, the world’s largest nat-
ural-gas producer, has long had a
call option to buy ENI’s 20% stake in
Gazprom Neft, its oil unit, but many
wondered if it was too strapped for
cash to exercise it. A person familiar
with the deal said the gas giant was
lining up financing from some of
Russia’s largest banks, such as state-
run VTB.

The deal comes at a difficult time
for Gazprom, which has been
squeezed by falling gas prices and
collapsing energy demand across Eu-
rope, its main export market. Gaz-
prom already is Russia’s biggest cor-
porate borrower, with $47.6 billion
in debt as of mid-2008. Only last
week, Russian prime minister
Vladimir Putin offered the company

state aid to get it through the down-
turn—an offer Gazprom’s head, Al-
exei Miller, declined.

The deal will be signed in Mos-
cow by Mr. Miller and his counter-
part at ENI, Paolo Scaroni. Italian
Prime Minister Silvio Berlusconi
was also due to attend the signing
along with Mr. Putin, but stayed be-
hind to deal with the deadly earth-
quake that struck Italy Monday.

ENI’s investment in Gazprom
Neft has its roots in the Yukos affair,
when Russia’s largest publicly
traded oil company was driven to
bankruptcy and largely nationalized
by the Kremlin and its founder,
Mikhail Khodorkovsky, a fierce Pu-
tin critic, jailed for fraud and tax eva-
sion.

In April 2007, ENI teamed up
with Italian utility Enel SpA to pur-
chase a clutch of Yukos assets for
$5.8 billion at a controversial auc-
tion. These included two small gas-
producing companies and the 20%
holding in Gazprom Neft. As part of
the deal, Gazprom was given an op-
tion to buy 51% of the gas assets and

the whole 20% Gazprom Neft stake
within two years.

Gazprom had not taken part in
the auction, fearing legal repercus-
sions, and ENI and Enel were widely
seen as acting in cahoots with the
gas giant. Yukos shareholders de-
nounced them for lending legiti-
macy to what they considered the
Kremlin’s illegal dismantling of the
oil company.

Tuesday’s deal is good news for
ENI, which saw its share price fall
last month amid concern that Gaz-
prom would not be able to exercise
its option. Investors worried that
without the cash injection from the
Russians, ENI might struggle to
maintain its dividend and could see
its credit rating cut. Its shares
closed Monday down 1.3% at Œ14.61
($19.66) in Milan.

GLOBAL
BUSINESS

BRIEFS

By Jackie Range

And R. Jai Krishna

NEW DELHI—Three employees
from the finance department of soft-
ware-services firm Satyam Com-
puter Services Ltd. were arrested
Sunday, while separately, the compa-
ny’s former chief financial officer
told the head of an Indian account-
ing body that the company’s outside
auditors weren’t complicit in cook-
ing the books.

The Central Bureau of Investiga-
tion, the federal body probing a mas-
sive fraud at the company that was
revealed in January, said in a state-
ment Monday that the three employ-
ees were arrested “for their active
role in [the] perpetration and in-
volvement in the crimes.”

The company, one of India’s larg-
est technology firms, has been un-
der investigation since founder B.

Ramalinga Raju confessed in a letter
to the board that he had manipu-
lated the company’s accounts, in-
cluding inventing a bank balance of
more than $1 billion.

A Satyam spokeswoman said all
three arrested are from the compa-
ny’s finance department. G.
Ramakrishna is a vice presi-
dent; Danthuluri Venkata-
pati Raju is a senior man-
ager; and Srisailam Chet-
kuru is an assistant man-
ager.None ofthe employees
nor their lawyers could be
reached immediately for
comment.InIndia,suspects
don’t have to be charged
with specific crimes when
they are arrested.

Mr. Raju, the company
founder; his brother and Sa-
tyam co-founder B. Rama Raju; and
former Chief Financial Officer S.
Vadlamani are currently in jail on
charges of cheating, forgery and
breach of trust. They have yet to
stand trial.

Separately, Mr. Vadlamani told
thepresidentoftheInstituteofChar-
tered Accountants of India on Sun-

day that Satyam’s outside auditors
fromPriceWaterhouseweren’tcom-
plicit in the fraud, said Uttam
Prakash Agarwal, the president of
the accounting body, in an interview.
Price Waterhouse is the Indian affili-
ate of PricewaterhouseCoopers.

The accounting institute
is conducting a review of
what happened at Satyam,
andMr.Agarwalandanother
official from the body were
given access to question Mr.
Vadlamaniinjail.Theyalsoin-
terviewed the PWC auditors
who worked on the Satyam
account and who are also in
custody in Hyderabad.

Mr. Agarwal’s review is
separate from the criminal
investigation of the audi-
tors. A CBI spokesman said

the accounting body’s investigation
was separate but that “they are help-
ing us.” He said the CBI was “looking
at the involvement of PWC, but
haven’t taken any action yet.”

According to Mr. Agarwal,
Mr. Vadlamani said in the jailhouse
interview that forged documents
were given to the auditors and they

“relied on the documents provided
by the management.”

In a news release from the ac-
counting body, the group stated that
Mr. Vadlamani said he, along with a
vice president of finance “were ac-
tivelyinvolvedinthe scam.”Mr.Vad-
lamanisaidtheplanhadbeencarried
out by “fabricating and preparing
false documents such as sales in-
voices,bankstatements,bankconfir-
mations,” and involved a team of
some 10 junior staff, the release said.

The comments couldn’t be inde-
pendently verified. A lawyer for Mr.
Vadlamani said he didn’t know what
had been discussed between the ac-
counting institute and his client.

A Satyam spokeswoman de-
clined to comment on the conten-
tion that a team of junior staff was
involved: “Satyam will cooperate
with the investigation but we would
not be able to comment on it.” A law-
yer for B. Ramalinga Raju declined
to comment on the statement from
the institute.

PricewaterhouseCoopers de-
clined to comment.
 —Romit Guha

contributed to this article.

FDA wants more Symbicort data

CORPORATE NEWS

B. Ramalinga
Raju

Volkswagen AG

German car maker Audi AG, the
premium unit of Volkswagen AG,
said Monday that its global sales
fell 11% in March, with the U.S. and
Western Europe showing the sharp-
est declines, while results else-
where improved. Audi said it sold
90,400 vehicles in March, down
from 101,251 in the year-earlier
month. However, Audi said there
were positive signs for the future.
Thanks in part to the launch of the
Q5 car-sport-utility-vehicle cross-
over, “our order intake is now sig-
nificantly increasing,” said Peter
Schwarzenbauer, a board member
responsible for sales and market-
ing. The company didn’t immedi-
ately provide figures. In March,
sales in the Asian-Pacific region
rose 5%. U.S. sales fell 20%. West-
ern European sales fell 13%.

—Compiled from staff
and wire service reports.

Groupe Danone SA

Leila Lands to acquire
holding in biscuit maker

France’s Groupe Danone SA is
selling its entire stake in Britannia
Industries Ltd., giving majority con-
trol of the Indian biscuit maker to a
company in the Wadia group. Leila
Lands Ltd. (Mauritius), in a regula-
tory filing in India, said Monday it
will buy a 25.48% stake in Britannia
Industries, on April 14 from Danone.
The purchase will double Leila
Lands’ stake in Britannia Industries,
India’s top biscuit maker by sales, to
50.96%. Terms weren’t released but
analysts say Danone’s stake of 6.086
million shares in Britannia is valued
at 8.68 billion rupees ($173.9 mil-
lion), based on Friday’s closing
share price of 1,426.25 rupees.

By Kathy Sandler

LONDON—AstraZeneca PLC said
Monday the U.S. Food and Drug Ad-
ministration has asked for more in-
formation on asthma treatment Sym-
bicort before it can allow the use of
the inhalable drug in small children.

The data provided by the com-
pany was inadequate to establish
the appropriate dose of the two
components of Symbicort, budes-
onide and formoterol, for patients
aged between 6 and 11, the FDA’s

complete response letter said.
Symbicort was approved in 2006

in the U.S., where it competes against
GlaxoSmithKline PLC’s asthma block-
buster Advair.

AstraZeneca said it is evaluating
the letter and will provide a re-
sponse to the FDA in due course.

In 2008, Symbicort was Astra-
Zeneca’s fourth-largest-selling
product, with sales rising 22% to
$2 billion.
 —Elena Berton

contributed to this article.

By Shirley S. Wang

Bristol-Myers Squibb Co. is ex-
tending its U.S. marketing partner-
ship with Japan’s Otsuka Pharma-
ceutical Co. on the blockbuster psy-
chiatric drug Abilify, potentially
bringing Bristol-Myers billions of
dollars more in revenue.

Like others in the industry, Bris-
tol-Myers faces the prospect of sub-
stantial revenue losses from
patent expirations, and the exten-
sion eliminates the potential loss
of another key revenue stream. Its
marketing rights to Abilify, the
New York company’s second-big-
gest seller, with $2 billion in 2008
revenue, were due to return to Ot-
suka in late 2012.

The new agreement extends the
relationship for 2µ years, through
April 2015. It will allow Bristol-My-

ers to shift “focus from near-term
growth to longer-term opportuni-
ties,” Chief Executive James Corne-
lius said on a conference call.

Bristol-Myers will pay Otsuka
$400 million initially for the exten-
sion and an increasing portion of
product sales. Bristol-Myers cur-
rently receives 65% of Abilify’s U.S.
sales, but starting in 2010, that fig-
ure will decline until 2013, when
the companies will share equally in
sales. Otsuka, which hasn’t been
paying any development costs, will
take on 30% of such costs from 2010
through 2012 and half of the costs
from 2013 through April 2015.

Also as part of the agreement,
the companies will collaborate on
two of Bristol-Myers’s cancer
drugs, Sprycel and Ixempra. Ot-
suka will co-market Sprycel and
participate in commercial and de-

velopment planning for Ixempra.
For the past year, Bristol-Myers

had been talking openly about try-
ing to extend its partnership with
Otsuka, Japan’s fifth-largest drug
maker by revenue. Otsuka special-
izes, among other things, in drugs
that treat mental disorders. Abilify
is used to treat schizophrenia and
bipolar disorder and as an add-on
treatment to use with antidepres-
sants. The companies are also hop-
ing to get approval for Abilify’s use
in children with autism.

“The agreement with our long-
standing and valued collaborator
Otsuka will help build our earnings
base for 2013 and transition us to
an expected period of growth in
2014 and beyond,” Lamberto And-
reotti, Bristol-Myers president
and chief operating officer, said in
a statement.

“The expanded agreement also
provides an opportunity for Bris-
tol-Myers Squibb and Otsuka to
work together in oncology. We be-
lieve that sharing our collective re-
sources will benefit the cancer pa-
tients we serve,” he said.

Under a strategy that it calls
“String of Pearls,” Bristol-Myers
has been building through acquisi-
tions and partnerships with other
companies rather than trying to
produce all of its new products in-
house. Bristol-Myers has made
seven transactions since the
fourth quarter of 2007.

“We can continue at the same
pace with the same dynamism,”
Chief Financial Officer Jean-Marc
Huet said in the conference call re-
garding the Abilify extension
agreement. “This deal has not in
any way impacted our firepower.”

PT Garuda Indonesia

An Indonesian pilot has been
sentenced to two years in prison
for a 2007 plane crash that killed
21 people. Capt. Marwoto Komar
was approaching the runway at Yo-
gyakarta at almost double the nor-
mal speed when his PT Garuda In-
donesia Boeing 737-400 careened
into a rice paddy and burst into
flames. He was accused of disre-
garding alerts indicating it wasn’t
safe to land. “His negligence
caused loss of life,” presiding
judge Sri Andini told the Sleman
District Court Monday as he
handed down the prison sentence.
Capt. Komar, who together with
his copilot and 117 others survived
the crash, blamed mechanical prob-
lems and said he would appeal.

Kirin Holdings Co.

A unit of Japan’s Kirin Holdings
Co. and Diageo PLC of the U.K. have
agreed to set up a joint venture to
broaden the distribution of Diageo
products in Japan, including Guin-
ness stout and Smirnoff Ice alcoholic
beverages. The announcement fol-
lows an accord signed in November
giving Kirin the right to import and
sell Guinness in Japan, taking over
fromrivalSapporoBreweriesLtd.Ki-
rinBreweryCo.andDiageowillestab-
lishDiageoKirinCo.,tobe51%owned
byDiageo,withKirinholding49%.Ki-
rinsaidsalestargetshaven’tbeende-
termined, and that it hasn’t changed
its own earnings outlook for this
year. The agreement with Diageo
also will allow Kirin to sell Kilkenny
ale and other brands.
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Parex Eastern Europ Bd EU BD LVA 04/03 USD 9.35 7.2 –32.6 –15.6

Parex Russian Eq EE EQ LVA 04/03 USD 11.20 29.3 –61.7 –33.3

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 04/06 USD 114.50 3.3 –46.2 –20.8

PF (LUX)-Asian Eq-Pca AS EQ LUX 04/06 USD 109.64 3.0 –46.8 –21.5

PF (LUX)-Biotech-Pca OT EQ LUX 04/03 USD 261.83 –8.2 –19.0 –4.6

PF (LUX)-CHF Liq-Pca CH MM LUX 04/03 CHF 123.96 0.0 1.2 1.6

PF (LUX)-CHF Liq-Pdi CH MM LUX 04/03 CHF 93.57 0.0 1.2 1.6

PF (LUX)-Digital Comm-Pca OT EQ LUX 04/03 USD 84.87 4.4 –28.8 –14.4

PF (LUX)-East Eu-Pca EU EQ LUX 04/03 EUR 157.09 17.6 –60.1 –40.4

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 04/06 USD 102.48 10.0 –50.6 –23.1

PF (LUX)-Emg Mkts-Pca GL EQ LUX 04/06 USD 333.74 9.7 –49.7 –23.2

PF (LUX)-Eu Indx-Pca EU EQ LUX 04/03 EUR 72.63 –5.0 –39.3 –27.7

PF (LUX)-EUR Bds-Pca EU BD LUX 04/03 EUR 368.94 –1.2 1.9 0.3

PF (LUX)-EUR Bds-Pdi EU BD LUX 04/03 EUR 280.76 –1.2 1.9 0.3

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 04/03 EUR 123.54 –1.1 –5.0 –3.6

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 04/03 EUR 86.85 –1.1 –5.0 –3.6

PF (LUX)-EUR HiYld-Pca EU BD LUX 04/03 EUR 95.57 6.0 –28.3 –20.5

PF (LUX)-EUR HiYld-Pdi EU BD LUX 04/03 EUR 55.41 6.0 –28.3 –20.5

PF (LUX)-EUR Liq-Pca EU MM LUX 04/03 EUR 135.25 0.5 3.3 3.3

PF (LUX)-EUR Liq-Pdi EU MM LUX 04/03 EUR 97.47 0.5 3.3 3.3

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 04/03 EUR 102.21 0.3 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 04/03 EUR 100.85 0.3 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 04/03 EUR 295.39 –3.4 –41.9 –31.8

PF (LUX)-EuSust Eq-Pca EU EQ LUX 04/03 EUR 95.39 –5.7 –40.4 –31.1

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 04/03 USD 199.21 5.2 –1.3 1.0

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 04/03 USD 135.52 5.2 –1.4 1.0

PF (LUX)-Gr China-Pca AS EQ LUX 04/06 USD 230.88 8.5 –39.1 –12.3

PF (LUX)-Indian Eq-Pca EA EQ LUX 04/06 USD 194.35 1.4 –47.4 –19.0

PF (LUX)-Jap Index-Pca JP EQ LUX 04/06 JPY 8027.45 –1.5 –35.3 –29.9

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 04/06 JPY 7069.70 –3.2 –37.7 –34.5

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 04/06 JPY 6889.36 –3.3 –38.1 –34.9

PF (LUX)-JpEq130/30-Pca JP EQ LUX 04/06 JPY 3839.67 –2.2 –34.5 –31.8

PF (LUX)-Pacif Idx-Pca AS EQ LUX 04/06 USD 169.25 6.9 –42.0 –20.7

PF (LUX)-Piclife-Pca CH BA LUX 04/03 CHF 689.00 –0.1 –12.7 –10.9

PF (LUX)-PremBrnds-Pca OT EQ LUX 04/03 EUR 43.21 –2.1 –34.6 –28.4

PF (LUX)-Rus Eq-Pca OT OT LUX 04/03 USD 29.54 29.3 –66.9 NS

PF (LUX)-Security-Pca GL EQ LUX 04/03 USD 74.20 3.8 –23.2 –16.3

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 04/03 EUR 326.35 0.0 –41.1 –31.1

PF (LUX)-US Eq-Ica US EQ LUX 04/03 USD 80.11 –1.9 –32.4 –18.4

PF (LUX)-USA Index-Pca US EQ LUX 04/03 USD 67.94 –6.3 –37.4 –22.3

PF (LUX)-USD Gov Bds-Pca US BD LUX 04/03 USD 516.16 –2.7 6.3 7.2

PF (LUX)-USD Gov Bds-Pdi US BD LUX 04/03 USD 378.74 –2.7 6.3 7.2

PF (LUX)-USD Liq-Pca US MM LUX 04/03 USD 130.47 0.2 1.8 2.9

PF (LUX)-USD Liq-Pdi US MM LUX 04/03 USD 85.19 0.2 1.8 2.9

PF (LUX)-USD Sov Liq-Pca OT OT LUX 04/03 USD 101.46 0.2 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 04/03 USD 100.75 0.2 NS NS

PF (LUX)-Water-Pca GL EQ LUX 04/03 EUR 97.03 –5.8 –29.5 –21.1

PF (LUX)-WldGovBds-Pca GL BD LUX 04/06 USD 154.18 –6.5 –3.3 6.0

PF (LUX)-WldGovBds-Pdi GL BD LUX 04/06 USD 127.62 –6.5 –3.3 6.0

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 04/05 USD 36.89 –11.1 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 04/03 USD 8.90 13.5 –27.5 –21.2

Japan Fund USD JP EQ IRL 04/02 USD 13.09 –10.9 –19.6 –14.7

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 02/27 USD 124.72 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 02/27 USD 6.04 –10.5 –62.1 –32.9

Europn Conviction USD B EU EQ CYM 02/27 USD 126.56 0.2 14.9 9.9

Europn Forager USD B OT OT CYM 02/27 USD 173.77 –2.9 –18.6 –5.2

Latin America USD A GL EQ CYM 02/27 USD 14.22 2.2 –4.7 14.7

Paragon Limited USD A EU EQ CYM 12/31 USD 309.60 12.7 12.7 14.2

UK Fund USD A OT OT CYM 02/27 USD 164.46 –0.8 –3.2 2.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 04/01 USD 61.56 6.7 –48.8 –19.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 04/03 EUR 511.25 –9.3 –39.9 NS

Core Eurozone Eq B EU EQ IRL 04/03 EUR 594.41 –9.6 NS NS

Euro Fixed Income A EU BD IRL 04/03 EUR 1080.56 –4.5 –11.6 –7.9

Euro Fixed Income B EU BD IRL 04/03 EUR 1148.45 –4.4 –11.0 –7.4

Euro Small Cap A EU EQ IRL 04/03 EUR 856.39 1.0 –44.4 –36.5

Euro Small Cap B EU EQ IRL 04/03 EUR 913.27 1.2 –44.1 –36.1

Eurozone Agg Eq A EU EQ IRL 04/03 EUR 467.00 –6.0 –42.8 NS

Eurozone Agg Eq B EU EQ IRL 04/03 EUR 668.15 –5.9 –42.5 –30.7

Glbl Bd (EuroHdg) A GL BD IRL 04/03 EUR 1192.19 –0.4 –6.8 –3.8

Glbl Bd (EuroHdg) B GL BD IRL 04/03 EUR 1259.82 –0.3 –6.1 –3.2

Glbl Bd A EU BD IRL 04/03 EUR 982.76 0.2 1.0 –3.4

Glbl Bd B EU BD IRL 04/03 EUR 1041.60 0.4 1.6 –2.8

Glbl Real Estate A OT EQ IRL 04/03 USD 582.07 –12.7 –54.7 –37.4

Glbl Real Estate B OT EQ IRL 04/03 USD 597.41 –12.5 –54.4 –37.0

Glbl Real Estate EH-A OT EQ IRL 04/03 EUR 552.64 –11.9 –52.2 –37.7

Glbl Real Estate SH-B OT EQ IRL 04/03 GBP 51.82 –12.6 –52.3 –37.1

Glbl Strategic Yield A EU BD IRL 04/03 EUR 1174.89 3.9 –19.7 –11.8

Glbl Strategic Yield B EU BD IRL 04/03 EUR 1251.57 4.1 –19.2 –11.2

Japan Equity A JP EQ IRL 04/03 JPY 10158.00 –1.7 –36.8 –31.1

Japan Equity B JP EQ IRL 04/03 JPY 10779.00 –1.6 –36.4 –30.7

PacBasn (Ex-Jap) Eq A AS EQ IRL 04/03 USD 1355.32 5.4 –43.7 –21.2

PacBasn (Ex-Jap) Eq B AS EQ IRL 04/03 USD 1439.96 5.5 –43.3 –20.7

Pan European Eq A EU EQ IRL 04/03 EUR 680.58 –5.3 –42.6 –30.8

Pan European Eq B EU EQ IRL 04/03 EUR 722.29 –5.1 –42.3 –30.4

US Equity A US EQ IRL 04/03 USD 649.83 –2.9 –39.1 –22.6

US Equity B US EQ IRL 04/03 USD 692.70 –2.7 –38.7 –22.1

US Small Cap A US EQ IRL 04/03 USD 938.00 –6.7 –39.4 –26.1

US Small Cap B US EQ IRL 04/03 USD 1000.45 –6.6 –39.1 –25.7

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 04/06 SEK 56.61 –5.9 –43.4 –32.1

Choice Japan Fd JP EQ LUX 04/06 JPY 43.59 –3.0 –35.6 –32.5

Choice Jpn Chance/Risk JP EQ LUX 04/06 JPY 43.93 –1.9 –43.2 –32.9

Choice NthAmChance/Risk US EQ LUX 04/06 USD 2.87 2.3 –41.3 –23.8

Europe 2 Fd EU EQ LUX 04/06 EUR 0.66 –4.2 –45.6 –34.1

Europe 3 Fd EU EQ LUX 04/06 EUR 2.94 –3.8 –45.2 –33.8

Global Chance/Risk Fd GL EQ LUX 04/06 EUR 0.45 –3.3 –34.0 –27.0

Global Fd GL EQ LUX 04/06 USD 1.54 –7.6 –43.9 –26.6

Intl Mixed Fd -C- NO BA LUX 04/06 USD 21.27 –7.4 –34.4 –18.0

Intl Mixed Fd -D- NO BA LUX 04/06 USD 15.01 –7.4 –34.4 –16.9

Wireless Fd OT EQ LUX 04/06 EUR 0.11 11.4 –31.0 –21.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 04/06 USD 4.90 8.1 –39.7 –19.0

Currency Alpha EUR -IC- OT OT LUX 04/06 EUR 10.64 –2.5 4.4 NS

Currency Alpha EUR -RC- OT OT LUX 04/06 EUR 10.58 –2.6 3.9 3.9

Currency Alpha SEK -ID- OT OT LUX 04/06 SEK 102.81 –2.7 4.0 NS

Currency Alpha SEK -RC- OT OT LUX 04/06 SEK 113.80 –2.6 3.9 3.9

Generation Fd 80 OT OT LUX 04/06 SEK 6.36 –0.3 –23.7 NS

Nordic Focus EUR NO EQ LUX 04/06 EUR 51.35 2.9 –42.9 NS

Nordic Focus NOK NO EQ LUX 04/06 NOK 56.31 2.9 –42.9 NS

Nordic Focus SEK NO EQ LUX 04/06 SEK 58.84 2.9 –42.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 04/06 USD 1.37 –1.6 –37.8 –23.8

Ethical Global Fd GL EQ LUX 04/06 USD 0.58 –5.3 –41.6 –26.4

Ethical Sweden Fd NO EQ LUX 04/06 SEK 31.03 7.9 –25.0 –20.4

Europe Fd EU EQ LUX 04/06 USD 1.50 –5.5 –37.5 –28.8

Index Linked Bd Fd SEK OT BD LUX 04/06 SEK 13.06 –0.1 2.0 3.9

Medical Fd OT EQ LUX 04/06 USD 2.58 –10.2 –26.5 –16.5

Short Medium Bd Fd SEK NO MM LUX 04/06 SEK 9.22 0.7 2.9 3.0

Technology Fd OT EQ LUX 04/06 USD 1.74 11.7 –29.7 –15.6

World Fd NO BA LUX 04/06 USD 1.62 –2.3 –38.9 –17.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 04/06 EUR 1.27 0.0 1.7 1.8

Short Bond Fd SEK NO MM LUX 04/06 SEK 21.79 1.1 2.9 3.0

Short Bond Fd USD US MM LUX 04/06 USD 2.49 –0.3 1.0 2.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 04/06 SEK 9.88 –1.8 –3.9 –1.2

Alpha Bond Fd SEK -B- NO BD LUX 04/06 SEK 8.87 –1.8 –3.9 –1.2

Alpha Bond Fd SEK -C- NO BD LUX 04/06 SEK 24.73 –1.9 –4.0 –1.3

Alpha Bond Fd SEK -D- NO BD LUX 04/06 SEK 8.24 –1.9 –4.1 –1.3

Alpha Short Bd SEK -A- NO MM LUX 04/06 SEK 10.96 1.4 3.4 3.3

Alpha Short Bd SEK -B- NO MM LUX 04/06 SEK 10.28 1.4 3.4 3.3

Alpha Short Bd SEK -C- NO MM LUX 04/06 SEK 21.45 1.4 3.3 3.2

Alpha Short Bd SEK -D- NO MM LUX 04/06 SEK 8.92 1.4 3.3 3.2

Bond Fd SEK -C- NO BD LUX 04/06 SEK 41.63 0.2 8.4 5.6

Bond Fd SEK -D- NO BD LUX 04/06 SEK 12.49 0.2 7.1 5.0

Corp. Bond Fd EUR -C- EU BD LUX 04/06 EUR 1.05 –3.4 –9.8 –6.0

Corp. Bond Fd EUR -D- EU BD LUX 04/06 EUR 0.83 –3.4 –10.2 –6.2

Corp. Bond Fd SEK -C- NO BD LUX 04/06 SEK 10.24 –4.7 –15.1 –8.2

Corp. Bond Fd SEK -D- NO BD LUX 04/06 SEK 8.04 –4.7 –15.0 –8.1

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 04/03 EUR 107.95 3.9 8.8 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 04/03 EUR 107.51 3.8 8.3 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 04/06 SEK 1127.72 3.8 8.3 NS

Flexible Bond Fd -C- NO BD LUX 04/06 SEK 21.16 1.4 6.1 4.4

Flexible Bond Fd -D- NO BD LUX 04/06 SEK 11.98 1.4 6.1 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 04/06 SEK 78.01 –2.6 –21.1 –14.7

Global Hedge I SEK -D- OT OT LUX 04/06 SEK 71.29 –2.6 –23.4 –15.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 04/06 USD 1.69 10.2 –43.4 –16.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 04/06 SEK 19.70 17.4 –26.2 –22.0

Europe Chance/Risk Fd EU EQ LUX 04/06 EUR 737.18 –3.3 –48.4 –36.1

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 03/26 USD 862.94 –8.2 NS NS

UAE Blue Chip Fund Acc OT OT ARE 03/26 AED 4.72 2.9 –59.3 –20.3

n WWW.SGAM.COM
SGAM FUND

Bonds ConvEurope A OT OT LUX 04/02 EUR 27.13 –4.3 –6.5 –0.9

Bonds Eur Corp A OT OT LUX 04/02 EUR 21.10 1.7 –2.6 –2.7

Bonds Eur Hi Yld A OT OT LUX 04/02 EUR 13.67 2.8 –28.8 –21.5
Bonds EURO A OT OT LUX 04/02 EUR 39.42 –0.2 5.0 3.6
Bonds Europe A OT OT LUX 04/02 EUR 37.76 –0.3 4.7 2.8
Bonds US MtgBkSec A OT OT LUX 04/03 USD 24.35 –5.0 7.6 –0.2
Bonds US OppsCoreplus A OT OT LUX 04/03 USD 32.43 2.8 1.4 4.0
Bonds World A OT OT LUX 04/03 USD 37.65 –5.5 –6.0 5.2
Eq. China A OT OT LUX 04/03 USD 15.79 5.7 –37.4 –12.0
Eq. ConcentratedEuropeA OT OT LUX 04/03 EUR 19.75 –4.1 –43.1 –31.6
Eq. Eastern Europe A OT OT LUX 04/03 EUR 14.56 10.2 –59.6 –38.5
Eq. Equities Global Energy OT OT LUX 04/03 USD 13.91 –2.4 –43.4 –16.0
Eq. Euroland A OT OT LUX 04/03 EUR 8.23 –10.2 –42.3 –31.0
Eq. Euroland MidCapA OT OT LUX 04/03 EUR 13.81 –4.2 –46.9 –35.3
Eq. EurolandCyclclsA OT OT LUX 04/02 EUR 13.50 –1.7 –37.9 –23.6
Eq. EurolandFinancialA OT OT LUX 04/02 EUR 7.55 –10.4 –54.3 –39.6
Eq. Glbl Emg Cty A OT OT LUX 04/03 USD 6.36 6.4 –48.4 –21.0
Eq. Global A OT OT LUX 04/03 USD 19.83 –5.8 –42.7 –26.7
Eq. Global Technol A OT OT LUX 04/03 USD 4.40 20.4 –26.8 –21.2
Eq. Gold Mines A OT OT LUX 04/03 USD 21.87 4.6 –29.8 –9.2
Eq. Japan Sm Cap A OT OT LUX 04/03 JPY 861.98 –4.8 –35.2 –39.0
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 04/03 USD 6.51 2.0 –44.2 –19.8
Eq. US ConcenCore A OT OT LUX 04/02 USD 16.87 3.9 –29.1 –16.0
Eq. US Lg Cap Gr A OT OT LUX 04/03 USD 11.40 5.7 –39.1 –22.3
Eq. US Mid Cap A OT OT LUX 04/02 USD 20.83 3.9 –40.1 –19.5
Eq. US Multi Strg A OT OT LUX 04/02 USD 15.57 –2.6 –41.4 –25.9
Eq. US Rel Val A OT OT LUX 04/02 USD 14.71 –5.3 –45.3 –30.5
Eq. US Sm Cap Val A OT OT LUX 04/03 USD 11.66 –9.9 –48.7 –35.0
Eq. US Value Opp A OT OT LUX 04/02 USD 11.94 –7.9 –48.1 –34.4
Money Market EURO A OT OT LUX 04/03 EUR 27.27 0.5 3.8 3.9
Money Market USD A OT OT LUX 04/03 USD 15.79 0.3 2.1 3.4

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com
YMR-N Growth Fund JP EQ IRL 04/06 JPY 8021.00 –6.8 –40.4 –36.7
YMR-N Japan Fund JP EQ IRL 04/06 JPY 9166.00 –2.9 –36.2 –32.7
YMR-N Low Price Fund JP EQ IRL 04/06 JPY 12019.00 –7.4 –36.1 –34.3
YMR-N Small Cap Fund JP EQ IRL 04/06 JPY 5667.00 –11.7 –41.3 –39.3
Yuki Mizuho Gen Jpn III JP EQ IRL 04/06 JPY 3959.00 –6.8 –47.3 –37.7
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 04/06 JPY 4166.00 –7.3 –47.2 –40.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 04/06 JPY 5934.00 –2.7 –42.8 –35.8
Yuki Mizuho Jpn Gen JP EQ IRL 04/06 JPY 7773.00 –3.1 –36.8 –34.0
Yuki Mizuho Jpn Gro JP EQ IRL 04/06 JPY 5770.00 –7.7 –38.9 –37.0
Yuki Mizuho Jpn Inc JP EQ IRL 04/06 JPY 7266.00 –8.6 –36.3 –32.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 04/06 JPY 4686.00 –6.0 –38.7 –33.4
Yuki Mizuho Jpn LowP JP EQ IRL 04/06 JPY 10376.00 –8.4 –34.1 –30.7
Yuki Mizuho Jpn PGth JP EQ IRL 04/06 JPY 7149.00 –6.4 –42.9 –37.1
Yuki Mizuho Jpn SmCp JP EQ IRL 04/06 JPY 5504.00 –10.3 –44.5 –39.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 04/06 JPY 5035.00 –3.0 –35.9 –31.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 04/06 JPY 2258.00 –5.4 –47.8 –48.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 04/06 JPY 4105.00 –2.3 –43.5 –35.8
Yuki 77 General JP EQ IRL 04/06 JPY 5747.00 –2.6 –40.1 –33.1
Yuki 77 Growth JP EQ IRL 04/06 JPY 5494.00 –7.1 –42.8 –38.3
Yuki 77 Income AS EQ IRL 04/06 JPY 4801.00 –6.1 –34.0 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 04/06 JPY 6062.00 –2.9 –37.9 –33.9
Yuki Chugoku Jpn Gro JP EQ IRL 04/06 JPY 4599.00 –10.0 –42.1 –35.9
Yuki Chugoku JpnLowP JP EQ IRL 04/06 JPY 7291.00 –11.0 –34.2 –31.2
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 04/06 JPY 6394.00 –5.5 –41.4 –35.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 04/06 JPY 4202.00 –7.6 –43.2 –35.1
Yuki Hokuyo Jpn Inc JP EQ IRL 04/06 JPY 4747.00 –10.1 –36.5 –32.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 04/06 JPY 4165.00 –11.5 –41.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 04/06 JPY 4362.00 –3.1 –45.1 –36.9
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 04/06 JPY 4101.00 –6.0 –42.9 –36.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 04/06 JPY 4941.00 –3.1 –37.9 –33.0

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 01/30 USD 34.91 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 03/31 USD 1358.87 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 03/31 USD 1754.53 1.0 –9.4 –2.5

CMA MultHdge Balncd OT OT CYM 03/31 USD 1252.68 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 03/31 USD 1713.10 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 03/31 USD 995.18 –0.3 1.6 6.7

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

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

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

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

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

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

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

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 03/27 USD 521.44 NS –66.2 –42.6

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 02/27 EUR 228.29 6.3 22.4 38.0

Horseman EmMkt Opp USD GL EQ USA 02/27 USD 233.26 6.3 20.5 38.6

Horseman EurSelLtd EUR EU EQ GBR 02/27 EUR 227.03 8.5 17.0 26.1

Horseman EurSelLtd USD EU EQ GBR 02/27 USD 227.03 4.4 11.5 24.0

Horseman Glbl Ltd EUR GL EQ CYM 02/27 USD 506.15 2.8 24.8 33.0
Horseman Glbl Ltd USD GL EQ CYM 02/27 USD 506.15 2.8 24.8 33.0

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 03/20 GBP 0.95 1.2 NS NS
Global Absolute USD OT OT GGY 03/20 USD 1.78 1.0 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 03/20 EUR 72.98 –4.4 NS NS

Special Opp Inst EUR OT OT CYM 03/20 EUR 68.71 –4.3 NS NS
Special Opp Inst USD OT OT CYM 03/20 USD 77.35 –4.2 NS NS
Special Opp USD OT OT CYM 03/20 USD 76.14 –4.3 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 03/20 EUR 122.04 2.3 NS NS
GH Fund CHF Hdg OT OT JEY 03/20 CHF 101.40 1.6 NS NS

GH Fund EUR Hdg (Non-V) OT OT JEY 03/20 EUR 110.61 1.9 NS NS
GH Fund GBP Hdg OT OT JEY 03/20 GBP 120.35 2.1 NS NS
GH Fund Inst EUR OT OT JEY 03/20 EUR 89.70 7.5 NS NS
GH Fund Inst JPY OT OT JEY 03/20 JPY 8576.69 2.0 NS NS

GH Fund Inst USD OT OT JEY 03/20 USD 101.02 2.4 NS NS
GH FUND S EUR OT OT CYM 03/20 EUR 115.56 2.2 NS NS
GH FUND S GBP OT OT JEY 03/20 GBP 120.24 2.2 NS NS

GH Fund S USD OT OT CYM 03/20 USD 135.13 2.4 NS NS
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 03/20 USD 126.63 2.2 NS NS
Leverage GH USD OT OT GGY 03/20 USD 101.33 3.9 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 03/20 CHF 85.69 2.0 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 03/20 EUR 92.59 2.5 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 03/20 GBP 99.99 3.2 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 03/20 EUR 98.10 2.5 NS NS
MultiAdv Arb S GBP OT OT CYM 03/20 GBP 102.93 3.2 NS NS

MultiAdv Arb S USD OT OT CYM 03/20 USD 111.62 3.1 NS NS
MultiAdv Arb USD OT OT GGY 03/20 USD 173.55 2.8 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 03/20 USD 107.54 0.4 NS NS
Asian AdbantEdge EUR OT OT JEY 03/20 EUR 91.49 3.2 NS NS
Asian AdvantEdge OT OT JEY 03/20 USD 166.53 2.8 NS NS

Emerg AdvantEdge OT OT JEY 03/20 USD 144.01 2.6 NS NS
Emerg AdvantEdge EUR OT OT JEY 03/20 EUR 80.61 2.6 NS NS
Europ AdvantEdge EUR OT OT JEY 03/20 EUR 114.20 –0.9 NS NS
Europ AdvantEdge USD OT OT JEY 03/20 USD 120.49 –1.3 NS NS

Japan AdvantEdge JPY OT OT JEY 03/20 JPY 7742.97 –4.2 NS NS

Japan AdvantEdge USD OT OT JEY 03/20 USD 90.16 –4.2 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 03/20 USD 86.23 0.4 NS NS

Trading AdvantEdge OT OT GGY 03/20 USD 147.99 –2.4 NS NS

Trading AdvantEdge EUR OT OT GGY 03/20 EUR 134.84 –2.0 NS NS

Trading AdvantEdge GBP OT OT GGY 03/20 GBP 142.04 –2.4 NS NS

US AdvantEdge OT OT JEY 03/20 USD 104.83 2.5 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200

Email: contact@integratedai.com - Website: www.integratedai.com

Altipro OT OT FRA 02/27 EUR 248.82 1.2 –2.7 1.1

Integrated Dir Trading EUR OT OT CYM 12/31 EUR 101.97 –0.5 –0.5 5.7

Integrated Emg Markets EUR OT OT CYM 12/31 EUR 71.20 –32.2 –32.2 –13.8

Integrated European EUR OT OT CYM 12/31 EUR 149.01 0.3 0.3 0.4

Integrated Event Driven EUR OT OT CYM 12/31 EUR 81.84 –23.7 –23.7 –8.5

Integrated Lg/Sh Sel F EUR OT OT CYM 12/31 EUR 85.63 –14.3 –14.3 –3.0

Integrated MultSt B EUR OT OT VGB 12/31 EUR 112.90 –19.1 –19.1 –6.7

Integrated Relative Value EUR OT OT CYM 12/31 EUR 89.65 –10.8 –10.8 –3.2

n KREDIETBANK LUXEMBOURG

www.kbl.lu Fax : +352 47 97 73 911

KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9

KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6

n MERIDEN GROUP

Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com

Antanta Combined Fund EE EQ AND 04/03 USD 209.49 9.0 –71.9 –49.0

Antanta MidCap Fund EE EQ AND 04/03 USD 289.44 –0.1 –84.0 –54.2

Meriden Opps Fund GL OT AND 04/01 EUR 84.28 –3.2 –21.0 –11.9

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 03/31 USD 80.86 –2.9 39.4 43.1
Superfund GCT USD* OT OT LUX 03/31 USD 3579.45 –2.0 23.4 25.5
Superfund Gold A (SPC) OT OT CYM 03/31 USD 1182.22 1.7 9.4 32.3
Superfund Gold B (SPC) OT OT CYM 03/31 USD 1364.67 1.2 15.0 39.6
Superfund Q-AG* OT OT AUT 03/31 EUR 8656.12 –1.2 17.9 20.2

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 03/31 EUR 1278.17 –1.2 –2.1 11.1
Winton Evolution GBP GL OT VGB 03/31 GBP 1260.86 –1.1 –1.3 12.5
Winton Evolution JPY GL OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 03/31 USD 1251.18 –1.0 –2.3 11.6
Winton Futures EUR GL OT VGB 03/31 EUR 204.63 –0.6 8.5 22.5
Winton Futures GBP GL OT VGB 03/31 GBP 220.34 –0.7 9.4 24.1
Winton Futures JPY Lead Series 2 GL OT VGB 03/31 JPY 14662.03 –0.7 5.7 19.5
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 03/27 EUR 124.26 4.6 –10.4 –1.4
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 03/27 USD 270.83 4.7 –8.5 1.2

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

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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Marketplace

By Damian Paletta

WASHINGTON—Top U.S. bank
regulators plan to meet early this
week to discuss how to analyze the
results of stress tests being con-
ducted on the country’s 19 largest
banks, people familiar with the mat-
ter said.

Regulators announced the
tests two months ago as part of an
effort to determine how much as-
sistance big banks might need to

continue lending if the economic
downturn worsens. The govern-
ment is wrestling with how to bol-
ster the lenders without appear-
ing to prop up banks that are be-
yond repair.

Meanwhile, Treasury Secretary
Timothy Geithner said Sunday
that the Obama adminis-
tration would consider re-
moving management and
boards at financial compa-
nies if the government
were to offer “excep-
tional” assistance to keep
the firms operating.

“ W h e n i n t h e f u -
ture—or I would say if in
the future—banks need ex-
ceptional assistance in or-
der to get through this,
then we’ll make sure that
assistance comes with con-
ditions, not just to protect the tax-
payer, but to make sure this is the
kind of restructuring necessary
for them to emerge stronger,” Mr.
Geithner said on CBS’s “Face the
Nation.” “Where that requires a
change of management and the
board, we will do that.”

At this week’s meetings on the
stress tests, regulators also are ex-

pected to discuss how new
changes to accounting rules might
affect each bank’s performance in
the tests. The Federal Accounting
Standards Board voted last week
to make it easier for banks in some
cases to limit losses on assets they
don’t intend to sell. Some govern-

ment officials think this
could significantly im-
prove some banks’ condi-
tion on paper.

The announcement of
the tests in February
drove down bank stocks,
as investors fretted that
the government might
use the tests to shut down
or nationalize lenders.
The Obama administra-
tion has said it won’t let
any of the banks undergo-
ing the tests to fail.

The Federal Reserve is oversee-
ing the stress-test-analysis pro-
cess. People familiar with the mat-
ter said the final analysis isn’t
likely to be completed until at
least the end of the month. Eugene
Ludwig, chief executive of Promon-
tory Financial Group, which ad-
vises financial firms, said the ap-
proach regulators take in analyz-

ing the data and specifically, in
comparing the data of different
banks, “is a very big deal, because
all loan portfolios, even with the
same surface characteristics,
don’t perform the same at all.”

“I think serious efforts will be
made to respect the confidential
nature of the test and its results,”
he said, but added that “there is a
real danger that the results of the
stress test are uncovered and this
roils the markets.”

Regulators designed the stress
tests toensure that banks could
survive—and continue lending—
even if the unemployment rate
were to rise above 10% and home
prices were to fall by an additional
25%. The tests, which were con-
ducted largely by economists and
experts using mathematical mod-
els, seek to determine whether a
bank would need more capital to
continue lending under such cir-
cumstances. The government
could direct banks to raise more
capital if the economy worsens to
ensure that they continue lending.
If the banks can’t do that, the
Obama administration has said it
would provide them with public
funds.

U.S. prepares to analyze stress tests of banks

Carrying charges
A cost gap remains
between ‘legacy’ and
low-cost airlines > Page 30

Americans’ frugality could last
Recession has the potential to reshape attitudes on savings for years to come

By Nicholas Winning

And Ilona Billington

LONDON—Euro-zone industrial
producer prices posted their big-
gest drop in annual terms for almost
10 years in February while retail
sales fell by the largest amount
since records began in 2000, adding
pressure on the European Central
Bank to further lower interest rates.

The European Union statistics
agency Eurostat said producer
prices in the 16 countries that use the
euro fell 0.5% from January and 1.8%
from February 2008, the biggest an-
nual fall since April 1999. It was the
seventh consecutive monthly de-
cline in prices. Euro-zone retail sales
were down 0.6% from January and
fell 4.0% from February 2008.

The data are likely to support ex-
pectations that the ECB will loosen
monetary policy further, after cut-
ting rates by a quarter-percentage
point on Thursday.

Economists also said the data
show that consumers in the euro
zone continue to act cautiously as
unemployment rose to an almost
three-year high in February.

“With some headline inflation
measures already below zero, the
ECB could have a fight on its hands to
get CPI inflation back near 2% in
2010,” said Colin Ellis, a European
economist at Daiwa Securities SMBC.

The ECB has lowered its main in-
terest rate to 1.25%from4.25% inOcto-
ber, but it has been less aggressive in
its monetary policy than the U.S. Fed-
eral Reserve and the Bank of England.

New figures the ECB released
Monday showed that interest rates
on loans to businesses and house-
holds in the euro zone fell in Febru-
ary from January, reflecting recent
rate cuts. Interest rates on deposits
placed by businesses and households
also declined, the data showed.
 —Emese Bartha in Frankfurt

contributed to this article.

Timothy
Geithner

By Kelly Evans

With their jobs less secure, their
houses worth less and their stock-
market portfolios shrunken, Ameri-
cans are saving more now. But will
they still be thrifty when the reces-
sion ends?

No one will
know for sure for
years, but there’s
good reason to be-
lieve Americans

will be saving more in the next de-
cade than they did in the last one.
“It’s hard to believe we’re ever going
back to the easy credit and free
spending of the last 10 years,” said
economist Richard Berner of Morgan
Stanley. He predicts consumer spend-
ing will grow at an inflation-adjusted
2% to 2.5% annual rate over the next
several years, compared with 3.5% in
the decade ended in 2007.

That means trouble for retailers,
restaurants and luxury-goods mak-
ers that rely on U.S. consumers. But
it could also restore some balance to
a world economy that has relied—
too much, many economists
say—on Americans’ debt-fueled
spending and emerging markets’
willingness to save and lend.

David Bailey, 45 years old, who
lives in Boise, Idaho, with his wife
and three young children, is like
many who enjoyed several prosper-
ous years as a small-business owner
until the housing market—and then
the broader economy—collapsed,
leaving him saddled with debt but
no income. His company, Bailey Engi-
neering, which turns raw land into
subdivision plots, hasn’t generated
any income in months. He has cut
his staff of 16 to a handful. Faced
with a massive loss in his real-estate
investments, he has sold a vacation
home he built himself a decade ago
and is selling another property to its
current renters. He has sold his

sport-utility vehicle to eliminate its
$800 monthly payment and re-
placed it with a used minivan he
bought with cash.

“I just want to get totally debt-
free,” he said. “I’ve completely
changed in that regard. At this point
I just want to make enough money to
enjoy myself and my family—I’m
not trying to get rich anymore,” he
said.

A U.S. Spending Monitor survey
by Discover, the credit-card com-
pany, to be released Wednesday, sug-
gests Mr. Bailey isn’t alone. About
35% of consumers surveyed in
March said they expect to reduce
their debt levels over the next six
months, and a third said they have al-
ready done so—even though their
outlook on the economy has im-
proved. One in three said they would
put the money freed up by lower
loan payments into savings. After
doubling their outstanding debt be-
tween 2000 and 2007 to $13.8 tril-
lion, U.S. households last year re-
duced their total debt outstanding
for the first time since World War II,

according to the Federal Reserve.
But will it last? A survey by Alix-

Partners, a business-advisory firm,
found Americans plan to save 14% of
their total earnings once the reces-
sion ends. Fred Crawford, the
group’s chief executive, said even if
that number is “inflated by the emo-
tions of the day,” companies must
“understand and plan for what
could be a ‘new normal.’ ” Two-
thirds of those surveyed said they
plan to buy less in the future, while
more than half plan to buy less-ex-
pensive things.

Surveys can be lousy predictors,
of course. “If you ask people how
much they’re going to save next
month or next year you always get
optimistic answers,” said Ravi Dhar,
director of Yale’s Center for Cus-
tomer Insights. “The same way
smokers always say ‘next year I’m
going to stop.’ ”

But the severity of this down-
turn, the nearly $13 trillion loss of
wealth since the recession began
and the shaken confidence in the
capitalist system is prompting a

more powerful move toward frugal-
ity than usual. “It’s the contagion ef-
fect,” Mr. Dhar says, the same reac-
tion that makes people travel less af-
ter a plane crash, or those who lived
through the Great Depression con-
serve tin foil for decades. “The
longer this lasts, the more it will
have an impact on people’s long-
term behavior,” he said. On top of
that, getting credit is likely to be
tougher for some consumers in the
next decade than it was during the
subprime-lending boom of just a
few years ago.

Adding to the pressure on Ameri-
cans to save more in the future is the
shrinking size of their retirement
nest eggs—and the realization that
they can’t count on constantly climb-
ing home prices and an ever-rising
stock market to finance their retire-
ment. Americans lost a fifth of the
value of their 401(k) retirement ac-
counts—some $603 billion—last
year, according to the Employee Ben-
efit Research Institute in Washing-
ton.

Some companies are already re-
positioning themselves for a more
frugal consumer. “The current eco-
nomic conditions have created a fun-
damental shift in shopping behav-
ior,” Kathryn Tesija, Target Corp.’s
executive vice president of merchan-
dising, said in a recent conference
call with investors. “We are allocat-
ing more shelf space to nondiscre-
tionary categories” like food, health
care and baby products, she said,
and drawing attention to the store’s
low prices. “Guests won’t come to us
for everyday necessities if those ne-
cessities aren’t priced right.”

American consumers are tradi-
tionally resilient, and may yet re-
turn to their old ways. But the bor-
rowing boom of the early 2000s
ended badly, and the searing memo-
ries may shape consumer attitudes
for years.
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Changing their ways
Americans are saving more…
Savings as a percentage of after-tax 
income* 

*Annual rate, except for March 2009
Sources: Commerce Department; WSJ March survey of economists

Of 46 economists surveyed, most 
said we will look back at this as the 
moment American households made 
a significant shift toward a higher 
saving rate.
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By Phred Dvorak

As outrage grows over executive-
pay practices, biotechnology firm
Amgen Inc. is taking the unusual
step of asking shareholders what
they think of its compensation plan.

In its March 26 proxy, Amgen,
based in Thousand Oaks, Calif., di-
rected shareholders to a 10-ques-
tion online survey. Queries include
whether the plan is based on per-
formance and whether the perform-
ance goals are clearly disclosed and
understandable.

Amgen says it will post a sum-
mary of the responses on its Web
site after its May 6 shareholder
meeting.

Amgen’s survey, one of the first
of its kind, comes as executives and
directors seek new ways to reach
out to restless shareholders. Drug
maker Schering-Plough Corp. had
planned a similar survey before it
agreed last month to be acquired by
Merck & Co.; the company declines
to comment on whether it will still
conduct the survey. Prudential Fi-
nancial Inc. this year created a link
on its Web site so investors could
comment on its compensation plan.

Several other companies are
likely to conduct shareholder polls
during the next few months, says
corporate-governance monitor
Gary Lutin, who oversees a forum
about executive pay that includes in-
vestors, corporate executives and
regulators.

Directors at other companies,
such as Home Depot Inc., meet with
shareholders individually or in
groups to hear their concerns. Such
meetings used to be rare.

Edward Durkin, a veteran activ-
ist investor with the United Brother-
hood of Carpenters and Joiners,
says companies are much more re-
sponsive than a few years ago. This
year, he says, officials of several
firms called him to discuss pay prac-
tices before he could call them; a
few put chief executives and direc-
tors on the phone, he says.

These outreach efforts are tak-
ing on more importance amid pub-
lic anger over executive pay and
new government restrictions on
compensation. Shareholders at
roughly 400 companies that ac-

cepted federal aid will conduct advi-
sory votes this year on those compa-
nies’ compensation plans. Congress
later this year may require such
“say-on-pay” votes at all compa-
nies. The results aren’t binding, but
can pressure boards to alter pay
practices.

In the U.K., which has required
such votes since 2003, shareholders
of Royal Bank of Scotland Group
PLC voted by a 9-to-1 margin Friday
against the bank’s 2008 compensa-
tion package, which included a
£693,000 ($1 million) annual pen-
sion for former Chief Executive Sir
Fred Goodwin. The bank’s chairman
later said Sir Fred is considering re-
ducing the pension or donating
some of it to charity.

Investor surveys can give boards
detailed information on what parts
of pay plans investors like or don’t
like, and let directors craft specific
questions, says an executive at a
company that is considering a poll.

Amgen’s survey questions were
written by pension-fund manager
TIAA-CREF to help it evaluate pay
plans of companies in which it in-
vests. Some of those companies
asked TIAA-CREF for pointers on
how investors view their compensa-
tion. The firm, which manages
around $363 billion in assets, made
its checklist public last year, says
Hye-Won Choi, head of corporate
governance. “It’s a way to get com-
panies to pay attention to the things
shareholders care about most,” Ms.

Choi says.
Amgen hasn’t received any

shareholder complaints about exec-
utive pay, says spokesman David
Polk. Amgen CEO Kevin Sharer re-
ceived total direct compensation of
$13.2 million in 2008, including sal-
ary, bonus and the value of equity
grants, according to an analysis by
Hay Group, a Philadelphia manage-
ment consultancy.

Amgen invited shareholders to
give online feedback on its execu-
tive-pay practices last year, but
only a handful responded, says Mr.
Polk. Responses ranged from
thoughts on appropriate levels of
compensation to comments on in-
centive pay, he says.

This year, Amgen hopes the sur-
vey will elicit more specific replies,
although shareholders can still sub-
mit free-form comments. The com-
pany urged its 30 biggest sharehold-
ers to take part in the survey, Mr.
Polk says.

Amgen provides its own answers
to the survey questions, including
detailed explanations and refer-
ences to its proxy. In response to a
question of whether Amgen’s pay
plan is “clearly linked to the compa-
ny’s business strategy,” the com-
pany says annual cash-incentive
awards for 2008 were based on reve-
nue, earnings per share and
progress with its drug pipeline.
Long-term equity grants are tied to
Amgen’s share performance, the
company says.

Shareholder input sought on pay practices

By Enda Curran

SYDNEY—Commonwealth Bank
of Australia Ltd. raised 1.2 billion
Australian dollars (US$858.8 mil-
lion) through the sale of local cur-
rency bonds that didn’t carry a gov-
ernment guarantee.

The issue Monday is the largest
sale of debt not carrying the sover-
eign triple-A credit rating since
Westpac Banking Corp. issued A$1.4
billion at the beginning of October.

Analysts said the size of the sale
is a positive for the domestic debt
market as it signals a tentative im-
provement in risk appetite among in-
vestors and bodes well for more non-
guaranteed bonds to follow.

The three-year debt was priced
at 1.30 percentage point over the rel-
evant swap rate, in line with initial
guidance.

More than 35 investors, mainly
domestic fund managers, partici-
pated in the deal, taking about 50%
of the bonds.

Because the notes don’t have sov-
ereign backing, they are expected to
carry Commonwealth Bank’s dou-
ble-A or Aa1 rating.

The bank led the deal, which was
split between a A$650 million fixed-
rate tranche and A$550 million float-
ing-rate portion.

Commonwealth
debt sale raises
$858.8 million

U.S. firms move to fight tax on overseas profits
Lobbying group says
White House plan
would slow recovery
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By John D. McKinnon

WASHINGTON—In one of the
biggest battles between the busi-
ness community and the White
House, corporate lobbyists are in-
tensifying efforts to block an
Obama administration proposal to
raise taxes on overseas profits. Ex-
ecutives say the measure, which
could cost U.S.-based multination-
als $100 billion over the next de-
cade, would hamper economic-re-
covery efforts.

In recent days, groups including
the Business Roundtable, the U.S.
Chamber of Commerce, the Na-
tional Association of Manufactur-

ers and the National Foreign Trade
Council have helped form a lobby-
ing coalition called Protect Ameri-
ca’s Competitive Edge that is de-
voted specifically to the issue. A let-
ter sent to Congress last month op-
posing the plan was signed by 200
trade associations and companies,
including General Electric Co., In-
tel Corp., International Business
Machines Corp., McDonald’s Corp.,
Merck & Co. and Microsoft Corp.

But even if businesses succeed
in holding off the plan, they are
likely gaining only a temporary re-
spite. While prospects for quick ac-
tion on the idea this year are dim-
ming, it is likely to become a central
element in a broader tax overhaul
the White House is planning, accord-
ing to business lobbyists and legisla-
tive aides, as the administration
searches for revenue to cover the
costs of some of its big initiatives.

At issue is a longstanding fea-

ture of American tax policy that al-
lows multinationals to avoid U.S.
taxes on much of their overseas
earnings, as long as the money re-
mains invested offshore. Many com-
panies use the rule to park overseas
earnings in tax-haven countries for
years.

Corporate defenders of the pol-
icy say it is a sensible way for the
U.S. to level the global playing field
for American firms, because many
foreign governments don’t tax their
companies’ overseas earnings.

But critics of the U.S. provision,
known as deferral, say the policy en-
courages American multinationals
to add facilities and jobs overseas
rather than expanding at home.
They also say it contributes to the
inefficiency of the U.S. tax system,
making it more difficult to raise the
money the government needs. By
some estimates, as much as $800
billion in U.S. companies’ earnings

is currently held offshore.
The current U.S. deferral policy

is expected to cost the government
about $61 billion in forgone tax reve-
nue over the next five years, accord-
ing to Congress’s Joint Committee
on Taxation.

President Barack Obama raised
concerns about deferral during the
2008 presidential campaign. In his
late-February address to a joint ses-
sion of Congress, he vowed to “re-
store a sense of fairness and bal-
ance to our tax code by finally end-
ing the tax breaks for corporations
that ship our jobs overseas.”

His budget a few days later prom-
ised to “reform deferral” and also in-
crease enforcement against interna-
tional tax evasion. The combined
measures were projected to raise
$210 billion over the next decade.

Terming deferral “very, very im-
portant” to multinationals’ compet-
itiveness, IBM Chief Executive Sam

Palmisano questioned Mr. Obama
about the issue during a televised
meeting in mid-March.

Mr. Obama assured the execu-
tives that he wants their companies
to remain competitive and that he
is interested “over time” in lower-
ing corporate rates in exchange for
closing corporate loopholes.

The White House subsequently
has announced it is forming a task
force to look at options for simplify-
ing the tax code and tightening loop-
holes. At the same time, Mr. Obama
told the CEOs, average Americans
have trouble understanding why
the U.S. would give multinationals a
tax break on their overseas earn-
ings.

“I think people generally feel
like, let’s encourage and motivate
corporations to invest here at
home, particularly at a time when
there’s been significant job loss,”
he said.

Polling on pay
Some companies are asking
shareholders to comment on their
pay plans. Here are edited versions
of select questions from a poll by
Amgen Inc.

n Is the compensation plan
performance-based?

n Is the plan clearly linked to the
company’s business strategy?

n Is the plan customized to suit the
company’s size, industry and
performance?
Sources: Amgen, TIAA-CREF
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I
T’S PRETTY obvious that
North Korea’s firing of a long-

range missile will test U.S. Presi-
dent Barack Obama’s ability to
strong-arm the regime of Kim
Jong Il, who has elevated erratic
behavior to an art form.

Less obvious, but perhaps
even more important: North Ko-
rea’s weekend shot tests the new
president’s ability to work with
China, the country that has far
and away the most leverage on
North Korea yet seems less will-
ing to use it than it was just a
couple of years ago.

It’s no exaggeration to say
China today represents North Ko-
rea’s lifeline. It is the North’s
leading trading partner, primary
source of energy and principal
facilitator in the outside world.
In fact, new trade figures show
the North only growing
more dependent on
China. So when Mr.
Obama called for the in-
ternational community
to act promptly to pun-
ish North Korea after its
missile test, he was es-
sentially asking China to
go along with the idea of
slapping down Pyong-
yang and its “dear
leader.”

On the surface, at
least, the initial results
can’t be too encouraging to the
president. The United Nations Se-
curity Council was summoned to-
gether for an emergency Sunday
meeting to decide how to re-
spond to a missile firing that ap-
peared to be not only an attempt
to perfect a nuclear-weapons-de-
livery vehicle, but also a viola-
tion of a 2006 U.N. resolution.
But the Security Council broke
up without so much as issuing a
statement, much less passing
any new resolutions or sanc-
tions. That’s largely because
China balked.

W
HAT WAS STRIKING
wasn’t merely that reluc-

tance to act, but also the stark
difference in tone between the
U.S. and China. Within hours of
the firing, Mr. Obama declared:
“This action demands a response
from the international commu-
nity, including from the United
Nations Security Council, to dem-
onstrate that its resolution can-
not be defied with impunity.”

China replied by saying, essen-
tially, “Now, now, let’s not get
too excited.” Its ambassador to
the U.N., Zhang Yesui, declared:
“Our position is that all coun-
tries concerned should show re-
straint and refrain from taking
actions that might lead to in-
creased tensions.” It’s still early
in the diplomatic game, of
course, and China may merely be
saying that it would rather deal
with the problem not at the U.N.
but in the so-called six-party
talks, in which the U.S., China,
South Korea, Russia and Japan
have been sitting across from
North Korea for the past five
years, trying to find a path away
from the nuclear abyss.

Whatever the forum, though,
the first predicate for meaning-
ful action will be some level of
agreement between the U.S. and
China.

John Bolton, who was the
American ambassador to the U.N.
under President George W. Bush,
says flatly that the Chinese “are
the only ones who can stop the
North Korean nuclear pro-
gram.…I think they are the only
country that has any real lever-
age over North Korea.”

Indeed, it was only China’s an-
ger over a North Korean nuclear
test in 2006, and its agreement to
punish Pyongyang, that produced
U.N. Security Council Resolution
1718, the most meaningful interna-
tional sanctions yet imposed.

But Mr. Bolton also sees a
China still engaged in wishful
thinking about the nuclear dan-
ger. “Their view is they just keep
hoping that the U.S. and North
Korea will come to a deal and it
will just go away,” he says.

T
HE UNDERLYING
problem is that the

longstanding American
goal on the Korean pen-
insula—reunification of
the North and South—is
precisely what the Chi-
nese fear. Beijing doesn’t
oppose reunification so
much as frets over the
unpredictable turmoil
that might ripple out
from a toppling of the
Kim regime: internal un-

rest, conflict between North and
South, and Korean refugees by
the hundreds of thousands flee-
ing into China.

Yet China’s leverage over the
North is, if anything, greater
than it was in 2006, and mount-
ing. The Institute for Far Eastern
Studies, a South Korean think
tank, reports that North Korean
imports from China soared by
46% in 2008 over the previous
year, according to Chinese govern-
ment figures. More than half of
those imports came in the form
of “mineral resources”—mostly,
that is, energy. Without China,
even fewer lights would go on in
the North Korean night.

The institute says the North’s
increased international isolation
has made its trade with China
even more important. The giant
trade deficit it runs with Beijing
is exacerbated by “isolation from
the rest of the international com-
munity, leaving it little choice
but to continue trading at prices
set by the Chinese.”

This very economic depen-
dence, though, likely makes the
Chinese reluctant to push too
hard with additional economic
sanctions—which might well
strike at the North’s banking sys-
tem—lest the whole house of
cards collapse into uncontrolla-
ble chaos. “Maybe the Chinese
feel that the six-party talks are
still the answer, and they don’t
want to push ahead too aggres-
sively for fear that everything
will unravel and we’ll get no
place,” says Leonard Spector,
deputy director of the James
Martin Center for Nonprolifera-
tion Studies.

Figuring out a strategy to
deal with the North Korean nu-
clear threat is a challenge, to be
sure. But it’s only the second one
on Mr. Obama’s list. The first is
to come to agreement with China
on that strategy.

Series of attacks kills seven in India

By Takashi Nakamichi

TOKYO—Japan’s Prime Minis-
ter Taro Aso has ordered the coun-
try’s largest supplemental budget,
containing more than 10 trillion
yen ($99.73 billion) of fresh spend-
ing, to boost the world’s second-
largest economy, Finance
Minister Kaoru Yosano
said Monday.

While the supplemental
budget to fund the govern-
ment’s next stimulus pack-
age was expected, Mr. Aso’s
decision to order a budget
so big despite the nation’s
fiscal state shows how de-
termined the government
is to turn Japan’s economy
around. It also signals Mr.
Aso’s hope to lift his public-
approval ratings, currently below
30%, ahead of general elections that
must be held this year.

Mr. Yosano, who said in an inter-
view last week that Japan’s eco-
nomic-stimulus measures would
“far exceed” 2% of its gross domes-
tic product, said Monday that the

prime minister had ordered him to
create a supplemental budget total-
ing 2% or more of GDP, making it Ja-
pan’s largest supplemental budget.

That 2% amounts to 10.152 tril-
lion yen based on the value of Japan’s
total output of goods and services in
2008, not adjusted for inflation, Cabi-

net Office data show. The
previous-largest supple-
mental budget, gauged by
specified expenditure, was
in 1998, when the third sup-
plemental budget of that fis-
cal year provided for dis-
bursements of 8.5 trillion
yen, according to a finance
ministry official.

Mr. Aso wants the gov-
ernment to funnel new
money mainly to five ar-
eas, Mr. Yosano said: finan-

cial safety nets for temporary
workers; support for companies
raising funds; promoting solar-
power generation; improving
health services and medical care;
and helping local governments
spur regional economies.

Government staff plan to ham-

mer out the new package by Friday,
Mr. Yosano said, adding that no de-
cisions have been made about
when to submit the budget for par-
liamentary approval. He said he
has no specific estimate yet on the
amount of new bonds the govern-
ment will sell to raise money for
the package.

Mr. Aso’s move comes about a
week after he formally ordered
what will be the government’s
fourth stimulus package since late
August. The three previous pack-
ages were valued at 75 trillion yen
in total and included around 12 tril-
lion yen in spending and tax cuts.
However, economists consider
them insufficient to jolt the econ-
omy out of its worst recession in
the postwar era.

The International Monetary
Fund has set a target of 2% of GDP
for global policy makers when creat-
ing stimulus measures for 2009 and
2010. Earlier in the year, the fund es-
timated Japan’s stimulus for 2009
at 1.4% of GDP. Tokyo’s new budget
will likely take the figure to well
above 2%.

Aso prepares new stimulus budget

A new Pyongyang policy
Neighboring nations
consider penalties
for North Korea test
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Obama’s relationship with China
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GAUHATI, India—Three explo-
sive attacks struck India’s restive
northeastern state of Assam, killing
at least seven people and wounding
dozens Monday, a day before an elec-
tion campaign visit by the prime
minister.

A spokeswoman for Prime Minis-
ter Manmohan Singh said the trip
would go ahead despite the attacks,
believed to be the work of the separat-
ist United Liberation Front of Asom.

“This is a coordinated attack” by
the militant group, said G.M. Srivas-
tava, the state’s top police official.

The blasts occurred on the eve of
the 30th anniversary of the found-
ing of the United Liberation Front of
Asom, which has been linked to
many acts of terrorism in Assam and
usually stages attacks around this

time of year.
The first bomb was tied to a mo-

torbike and exploded in a crowded
market in the state capital, Gauhati,
killing seven people and wounding
at least 56, said Mr. Srivastava. The
blast left several cars on fire amid
piles of smoldering wreckage.

After the immediate panic sub-
sided, angry crowds threw stones at
police officers, who they said were
slow to arrive at the scene and had
failed to protect the public.

Hours later, a second bomb, this
one tied to a bicycle, went off in a
market in the town of Dhekiajuli,
210 kilometers north of Gauhati, Mr.
Srivastava said. At least four people
were wounded, he said.

In a third incident later in the
day, suspected militants threw a gre-
nade at a police station in the town

of Mankachar on the India-Bang-
ladesh border, said senior police offi-
cial Bhartha Mahanta. Two police of-
ficers were injured, one critically,
Mr. Mahanta said.

Suspected militants also threw a
grenade at a police station in Udal-
guri in northern Assam that failed to
explode, he added.

The premier’s spokeswoman,
Deepak Sandhu, said the prime min-
ister’s trip, to campaign for elec-
tions due later this month, hadn’t
been canceled.

Mr. Srivastava said police had re-
ceived information that the front
had been planning a major attack in
Gauhati. The United Liberation
Front of Asom wants an indepen-
dent state for ethnic Assamese and
is the largest among dozens of mili-
tant groups in the region.

By Evan Ramstad

SEOUL—North Korea’s neigh-
bors began weighing penalties
against the country for its long-
range missile test over the week-
end, with South Korea saying it
may start to develop bigger mis-
siles and Japan considering an ex-
tension of economic sanctions.

North Korea on Sunday con-
ducted its third test of a long-
range missile, defying a test ban
imposed by the U.N. Security Coun-
cil and critics around the world. In
a meeting Sunday afternoon in
New York, the 15-nation council
discussed options for a response
to punish North Korea. At this
point, Russia and China may not
back a resolution against North Ko-
rea, diplomats said.

The three-stage rocket failed
during its second stage and
plunged into the Pacific Ocean

about 1,300 kilometers east of Ja-
pan, according to analysts in the
U.S., Japan and South Korea. On
Monday, Russia, a country more
friendly to North Korea than the
other three, also announced that
the missile appeared to fail before
reaching its third stage, according
to news reports.

Even so, the launch represents
an advance in Pyongyang’s
decadeslong effort to develop so-
phisticated weapons. It also
showed that North Korea contin-
ues to build its capabilities with-
out regard for international con-
demnation or consequences.

Diplomats in several countries
are struggling to balance steps
that would have an effect on Pyong-
yang while avoiding the appear-
ance of overreacting to a develop-
ment that posed no immediate mil-
itary danger.

In South Korea, officials are
considering a program of long-
range missile development, Prime
Minister Han Seung-soo told a leg-
islative hearing. Such a step would
require permission from the U.S.
because a mutual defense treaty
between the allies prevents Seoul

from research on missiles that can
go farther than 300 kilometers.

Unlike Japan, South Korea
hasn’t joined in the U.S. missile-de-
fense research program. In the
weeks leading up to North Korea’s
launch, Japan and U.S. military of-
ficials said they believed they now
have the capability to shoot down
the missile—which they didn’t at-
tempt during Sunday’s launch.

In Tokyo, officials said Monday
that Japan will likely decide on Fri-
day whether or not to extend exist-
ing economic sanctions toward
North Korea. Since 2006, Japan
has extended the sanctions every
six months, but is now considering
extending them for a full year.

North Korea’s news agency on
Sunday said the missile flew to
space and placed a satellite in or-
bit and that the launch was
watched by the country’s dictator,
Kim Jong Il. Although the missile
didn’t meet North Korea’s claims,
it flew farther than two long-
range missiles tested in 1998 and
2006.

 —John Murphy in Tokyo and Joe
Lauria at the United Nations

contributed to this article.
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By Jonathan Cheng

and Lorraine Luk

HONG KONG—A Hong Kong
judge dismissed accusations of
wrongdoing related to the US$2.1
billion buyout of PCCW Ltd., giving
businessman Richard Li a signifi-
cant victory but dealing a blow to
the city’s efforts to project a tough
regulatory image.

High Court Justice Susan Kwan
said Monday that Hong Kong’s Secu-
ritiesandFuturesCommissionfailed
to show that members of a buyout
group led by Mr. Li did anything im-
proper to get shareholder approval
at a February vote. She also said that
handing out shares to investors to
clear a Hong Kong regulatory hur-
dle—a key part of the government’s
case—didn’t break the law.

The matter now goes before a
Hong Kong appeals court, which
Monday halted the buyout until April

16 while it considers the arguments
by the SFC. The case could further be
appealed to the Court of Final Ap-
peal, Hong Kong’s highest court.

The case has captivated Hong
Kong in part because it pits the son of
Hong Kong billionaire Li Ka-
shing—a major force in city
lifewithlocalholdingsrang-
ing from utilities to super-
markets—against govern-
ment officials eager to show
theyaretakingatougherreg-
ulatorystance.Monday’sde-
cision could be the latest of
several setbacks to that ef-
fort, some legal observers
said.

“This will raise ques-
tions about the protections
of minority investors in Hong
Kong,” said Jamie Allen, secretary
general of the Asian Corporate Gov-
ernance Association and a member
of the listing committee of Hong
Kong’s stock exchange.

PCCW Managing Director Alex
Arena said the decision approving the
buyout plan was a “good judgment.”
The company and the buyout group
have said the SFC lacked evidence of
wrongdoingandwasabusingitswatch-
dogposition.

Should it be upheld, the court’s ap-
proval gives Mr. Li greater ability to
determine the fate of a company that
was once a hot property but had in-
creasingly become an albatross. Its
stock traded at higher than 100 Hong

Kong dollars, or about
US$13, a share nine years
ago as the company un-
veiled ambitious multime-
dia plans. But most of its ef-
forts didn’t bear fruit, leav-
ing as its core business the
cash-rich but slow-growth
operation of fixed telephone
lines in Hong Kong.

Mr. Li has tried and failed
three times to sell all or part
of the assets. Analysts say
the company must expand

outside Hong Kong to accelerate
growth.

Mr. Li led a buyout group that pro-
posed acquiring the 52% of the com-
pany it didn’t own for HK$4.50 a
share. The offer was a 55% premium
to its share price in October, when the
offerwas made. But it sparked opposi-
tion from some individual sharehold-
ers who bought shares in a local stal-
wart in the boom years and thought
Mr. Li’s offer was too low.

 —Laura Santini and Jeffrey Ng
contributed to this article.
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India stocks’ gloom begins to lift

Court clears PCCW buyout
Hong Kong’s push
to get tough is dealt
a serious setback

Richard Li
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A WSJ NEWS ROUNDUP

Asian markets maintained mo-
mentum Monday, brushing aside
doubts about the U.S. economy and
news of North Korea’s weekend mis-
sile launch.

Japan’s Nikkei Stock Average of
225 companies
ro s e 1 . 2 % t o
8857.93, and Hong
Kong’s Hang Seng
Index rose 3.1% to

14998.04, adding to gains over the
previous four weeks.

“I don’t think the risks have re-
ally changed that much and, unfortu-
nately, the markets have gone up a
lot. The risks to the market are to
the downside,” said Tim Rocks at
Macquarie Research.

Exporters paced gains in Tokyo,
boosted by the yen’s weakness, which
makes exports more competitive.
Isuzu Motors rose 8.6%; Canon rose
1.6%. Financials gave up early gains to-
ward the close, with Mitsubishi UFJ
Financial Group dropping 2.5%.

In Hong Kong, shares of HSBC
Holdings rose 5.3% after the bank
raised £12.5 billion ($18.5 billion), af-
ter expenses, from its recent share-

rights offering. The company sold
97% of the issue on offer.

Property shares also advanced
as traders piled into recent lag-
gards, with Cheung Kong (Hold-
ings) up 3.1% and Sun Hung Kai
Properties rising 3.6%.

In Seoul, the Korea Composite
Stock Price Index rose 1.1% to
1297.85. Hyundai Motor added 1%
and LG Display rose 3%.

The uncertainty that had
clouded the outlook for companies
running factories in North Korea
eased following Pyongyang’s rocket
launch. Romanson shares rose 10%
and Seondo Electric advanced 4.7%.

India’s Sensitive Index rose 1.8%
to 10534.87 amid buying by over-
seas funds and optimism that the
world economy is stabilizing.

Engineering giant Larsen & Tou-
bro gained 7.4% after the company
said it expects “very healthy order
inflow” this fiscal year.

Several markets were closed.
China celebrated Tomb-Sweeping
Day, it was National Day of Valor in
the Philippines, Thailand marked
Chakri Day and Vietnam celebrated
Hung King Day.

By Jackie Range

NEW DELHI—Among predic-
tions of a dark year for the Indian
stock market, some investors see a
brighter case.

The global financial crisis, an im-
pending national election and a slow-
ing economy have some Indian mar-
ket watchers braced for losses. The
more bullish view is that the econ-
omy has seen its lowest point and
that corporate earnings should im-
prove soon.

Another potentially encouraging
spot is that India remains a fast-
growing country despite the global
slowdown and should attract invest-
ment funds desperate for promising
prospects. Several government-ini-
tiated economic measures also
could support the market.

“We think the market has bot-
tomed out,” said Vibhav Kapoor,
group chief investment officer at
IL&FS in Mumbai, which manages
about $400 million. “Going for-
ward, you should see a gradual up-
move happening.”

India’s stock market has been re-
bounding lately as investors have
seen values in the lower prices. The

Bombay Stock Exchange benchmark
index, the Sensex, dropped to a low
of 8160.40 on March 9 before climb-
ing 29% to close at 10534.87 on Mon-
day. Still, over the past 12 months
the index has lost 33% of its value.

After watching improvements in
sectors such as steel, cement and au-
tomobiles, IL&FS has changed its
bearish stance on the Indian econ-
omy, Mr. Kapoor said.

Mr. Kapoor said he expects ana-

lysts to raise their earnings esti-
mates for the current fiscal year,
which began April 1. He has forecast
6% to 8% growth in corporate earn-
ings for the current year.

The Sensex could be trading on a
price-to-earnings ratio of 12 to 13
times forward earnings, compared
with around 10 times currently, Mr.
Kapoor said.

In earlier bear phases, the Indian
markets have typically bottomed
out at nine to 10 times earnings, he
said.

Even if India’s gross domestic
product grows at a rate of only 5.5%
to 6% in the current year, the country
may still attract investment, Mr.
Kapoor said, thanks to its relatively
high growth rate, a characteristic
shared only by China among major
economies.

The International Monetary Fund
has predicted that India’s GDP
growth will slow to 5.1% in 2009,
down from 2008’s 7.3% growth but
still a far cry from the dismal outlook
for the U.S., U.K., Japan and other na-
tions.

In 2010, growth should already be
on its way back up to 6.5%, the IMF
has said.

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.

ASIAN-PACIFIC
STOCKS

18000

16000

14000

12000

10000

8000

Source: Thomson Reuters via 
WSJ Market Data Group

Sensex
Monday’s close: 10534.87

A
2008

J
’09

F MM J J A S O N D

T H E WA L L ST R E ET JO U R NA L . TUESDAY, APRIL 7, 2009 23




