
COMBAT CASUALTIES: A series of insurgent attacks is raising the numbers of dead and wounded as fighting against the Taliban
escalates. The issue is becoming especially divisive in the U.K., with the deaths of 15 British soldiers in less than two weeks. Page 11.
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Editorial&Opinion

By Sebastian Moffett

PARIS—The French are get-
ting thriftier, and that poses a
problem for the European
economy.

For more than a decade,
consumer spending has driven

growth in
France and
buoyed the
economy of
the nations—

now 16—that share the euro.
The danger for France and for
Europe is that this turns into a
longer-term trend.

France boasts one-third of
Europe’s camp sites, and this
year more people are expected
to stay in them than in either
holiday apartments or hotels,
according to Protourisme, a
travel consultancy. Matei

Liska, a security guard from
Gonesse, a town north of Paris,
normally rents an apartment
in the country for his summer
vacation. This year, he has
gone camping. “It’s pleasant
and less expensive,” he says.

The site he chose, La Petite
Beauce, filled up this year by
late June for the first time,
says Leslie Wawer, who runs
the site with her husband.
“People want to get back to na-
ture,” she says. “And also
there’s the price.”

In France, like most other
countries, holiday spending is
forecast to fall this summer.
French households were plan-
ning to spend an average of
Œ1,822 ($2,556) on their vaca-
tions this year, 6% less that
last, according to market-re-
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UBS, U.S. ask for a delay
Settlement sought in dispute over Swiss privacy laws and tax-evasion case

The enforcers

Inside the paramilitary force
behind the Iranian crackdown
News In Depth, pages 16-17

PCT
CLOSE CHG

DJIA 8146.52 -0.45
Nasdaq 1756.03 +0.20
DJ Stoxx 600 197.25 -1.08
FTSE 100 4127.17 -0.76
DAX 4576.31 -1.16
CAC 40 2983.10 -1.42

Euro $1.3940 -0.28
Nymex crude $59.89 -0.86

NATO deaths mount on battlefields in Afghanistan

Australian officials warned
that China’s handling of espio-
nage allegations against em-
ployees of Rio Tinto could fuel
broader concern among for-
eign businesses, highlighting
the risks Beijing is taking by its
move to detain four employ-
ees of the Anglo-Australian
mining giant.

“It should also be a con-
cern for the Chinese govern-
ment that if foreign busi-
nesses feel that their degree
of uncertainty is high, it will
change the way that foreign
businesses around the world
approach business in China,”
Chris Bowen, Australia’s min-
ister for financial services,
told local television. He
warned that the situation
could make foreign busi-
nesses less willing to base ex-
ecutives in China.

One key risk for Beijing is
that its actions will set back
years of efforts to persuade
the world that Chinese state-
owned enterprises are inde-
pendent, commercially run en-
tities, lawyers say. Cash-rich
Chinese state companies,
scouring the world for deals
in an increasingly aggressive
international expansion
drive, must present them-
selves as profit-driven inde-
pendent entities to overcome
suspicions that they are

Please turn to page 31

Beijing
runs risk
of losing
business

THE
OUTLOOK

Tehran’s Achilles heel
Gasoline sanctions could
hit the regime in one of
its weakest spots. Page 15
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Money & Investing: Charting a course to stock gains in sea of joblessness
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By Andrew Batson in
Beijing and Lyndal
McFarland in Melbourne

France’s new thrift

is trouble for Europe

By Carrick Mollenkamp

UBS AG, the Swiss govern-
ment and the U.S. Justice De-
partment jointly asked a U.S.
federal court for a 15-day de-
lay of a hearing scheduled for
Monday to give the two sides
a chance to negotiate a settle-
ment and potentially enable
UBS to avoid turning over
thousands of client names to
the Internal Revenue Service.

In a filing Sunday morn-
ing, UBS and the Justice De-

partment asked that the hear-
ing in Miami be rescheduled
for Aug. 3 and 4 if an agree-
ment couldn’t be reached.
The move attempts to stave
off a diplomatic fight be-
tween the U.S. and Swiss gov-
ernments over whether
Swiss privacy laws allow UBS
to hand over the client infor-
mation.

In a statement Sunday, the
Justice Department said it re-
mained determined to obtain
client information. The de-

partment said a settlement
would still require UBS to
give the IRS information on a
“significant number of indi-
viduals with UBS accounts.”

The request for a stay,
which a federal judge will
hear Monday, could give UBS
time to try to figure out how
it can potentially meet that
demand and deliver some in-
formation to the Justice De-
partment and the IRS with-
out turning over details on
some 52,000 account holders

that the IRS said it was seek-
ing in February as part of a
months-long tax-evasion in-
vestigation. UBS and the
Swiss government contend
that turning over the names
would violate Swiss law.

The court filings and the
Justice Department state-
ment suggest a potential
framework for a settlement
that would enable UBS to cite
actual fraud in some ac-
counts, thus enabling UBS to

Please turn to page 31
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Obama has tried to define,
in four speeches in four dif-
ferent countries, what aides
call a new era of American
diplomacy, trying to coax co-
operation by emphasizing
shared interests with the
U.S., and then laying out
stern demands. Page 9

n Porsche set July 23 as the
date its supervisory board
will consider a $7 billion in-
vestment by Qatar. Page 2

n A lack of finance is less of
a hindrance for global trade,
but conditions haven’t yet
returned to normal. Page 19

n Shares of low-price leaders
such as Wal-Mart are ex-
pected to do well as the U.S.
heads into what is likely to be
a jobless recovery. Page 19

n Obama trumpeted the
U.S.’s $787 billion stimulus
plan and said it needs more
time to show results. Page 2

n A series of attacks in Af-
ghanistan killed four U.S. and
eight British troops, stoking
concerns about a spike in
battlefield deaths. Page 11

n Iran’s proposals for new
nuclear talks with the West
could signal it is willing to
rebuild diplomacy. Page 3

n General Motors emerged
from bankruptcy, with its
CEO promising to make the
auto maker leaner and more
customer-focused. Page 4

n Beijing Auto said the pos-
sible purchase of GM’s Opel
unit would be a centerpiece
of the firm’s effort to gain a
global presence. Page 4

n Exxon’s shale-gas find in
Canada appears to be large,
an executive said. Page 5

n The EU will propose this
week rules to increase the
bloc’s preparedness for natu-
ral-gas shortages. Page 20

n CIT Group is preparing
for a possible bankruptcy
filing after failing to win U.S.
government guarantees to
help it borrow. Page 22

n Al Qaeda-linked militants
freed an Italian Red Cross
worker in the Philippines. Also,
a Swiss tourist taken hostage
in North Africa was released.

n Opposition calls for a boy-
cott of the Republic of Congo’s
presidential election appeared
to be hurting voter turnout.

n Bulls gored four runners
on the sixth day of the San
Fermin festival. A Spaniard
was gored to death Friday.

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com
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Are regulators trying to
prove Charles Darwin
wrong?

As U.S. bank failures
mount, hitting 53 this year
by Friday, the Federal De-
posit Insurance Corp. needs
solid financial institutions
to assume the assets and lia-
bilities of collapsed lenders.
But instead of passing the
weaklings’ remains to un-
equivocally strong banks,
many of the acquirers are
dealing with issues such as
high exposure to commer-
cial real estate.

Admittedly, there is no
queue of pristine banks
right now waiting to buy
bust banks. And the FDIC
can’t simply hang on to
failed institutions forever.

That said, loans and de-
posits should ideally end up
controlled by bankers with
proven track records. That
sort of Darwinian restructur-
ing benefits the wider econ-
omy. But if banks that have
made poor choices gobble
up the carcasses, stagnation

becomes a danger.
Last month, United Com-

munity Banks of Blairsville,
Ga., acquired assets and lia-
bilities of Southern Commu-
nity Bank, including $224
million of loans, from the
FDIC, which provided a loss-
sharing agreement. Yet
United Community has com-
mercial-real-estate exposure
equivalent to more than
850% of its tangible com-
mon equity. Such assets are
risky as real estate slumps.

What’s more, its Texas
Ratio—nonperforming as-
sets as a percentage of TCE
plus loan-loss reserve—is
55%. That is more than dou-
ble the 26% median for the
smaller U.S. banks. United
Community points out that
its regulatory capital is
higher than its TCE.

Then there is Chicago-
based PrivateBancorp,
which this month acquired
all the deposits and just
over $900 million of assets

of Founders Bank. Adjusted
for a share issue, PrivateBan-
corp’s commercial real es-
tate is equivalent to 590% of
its TCE. Brokered deposits,
which have prompted regula-
tory unease because they
can be flighty, are up more
than 220% since end-2007.

Next up: Great Southern
Bancorp of Springfield,
Mo., which in March ac-
quired certain deposits and
$443 million of loans from
TeamBank. Great Southern’s
commercial real estate is
536% of TCE. Brokered de-
posits leaped 44% last year.
The bank says its capital ra-
tios are strong and it is com-
fortable with its level of bro-
kered deposits.

Granted, there are few
bank buyers for failed bank
assets right now. But trans-
actions like these suggest
regulators are turning to
the not-so-fit. If it becomes
the norm, the regional bank
sector may struggle to
evolve into a stronger beast.
 —Peter Eavis

If you believe Apple’s ad-
vertising, there is an “app”
for almost everything on
the iPhone, except figuring
out the value of all those ap-
plications to Apple.

It is hard to quantify but
likely significant. First,
there is the direct revenue
from apps. Sanford C. Bern-
stein analyst Toni Saccon-
aghi estimates Apple’s 30%
commission on apps that
cost money may be generat-
ing $150 million a year, a
number he expects will in-
crease quickly.

That is tiny compared
with the iPhone’s hardware
revenue, $2.8 billion in the
six months to March. The
more important value is in-
tangible. By widening the
variety of uses for the de-
vice, the apps make the
iPhone more valuable to its
owners. Moreover, the cost
of creating apps is borne by
outside developers, not Ap-
ple, notes former Alson Capi-
tal analyst Michael Bressler.
Apple has some costs in op-
erating the App Store.

And because Apple has
such a lead, more than
50,000 apps versus 2,000
for Research In Motion’s
BlackBerry, the app store
helps the iPhone stand out
from the crowd. That isn’t
unusual in the tech indus-
try, of course. Microsoft
has armies of developers
building on its technology.
But it is a little different for
Apple, both in its revenue
share and its control of
which apps get onto the de-
vice.

Apple is famously effi-
cient in research and devel-
opment, spending 3.4% of
its fiscal 2008 revenue on
R&D, compared with 6.2%
spent by RIM and 12%-15%
by Microsoft, Google, Mo-
torola and Palm in their lat-
est fiscal years. That is pre-
sumably mostly because of
Apple’s narrow focus and
the integration of its tech-
nology across its devices.
But saving money on app de-
velopment also helps.
 —Martin Peers

Apple’s iPhone app sideCourting stagnation at FDIC

U.S. set for dull recovery
Weak jobs market
limits prospects
for strong growth

Suu Kyi trial in Myanmar
could be nearing an end

 Source: WSJ Market Data Group
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By David Wessel

The risk of another Great Depres-
sion has diminished, and the end of
the U.S. recession that began in De-
cember 2007 may be only a couple
of months away, if forecasters are
right. But hold off on the cham-
pagne. All signs point to a recovery
so painful that many Americans
may not realize when it finally ar-
rives.

First, the good news. Auto sales
and housing starts have fallen so
low that they are unlikely to fall fur-
ther, hence the talk of “stabiliza-
tion” in those big, beleaguered in-
dustries. The mountain of unsold
goods in factories, warehouses and
stores, though still large, is shrink-
ing. That eventually will lead manu-
facturers to stop reducing produc-
tion and laying off workers. U.S. ex-
ports perked up in May. Credit mar-
kets are beginning to heal. Big com-
panies are selling bonds. Even banks
are selling new shares of stock.

“Right now, we’re like a patient
whose condition has stabilized and
whose fever is just starting to come
down,” Janet Yellen, president of
the Federal Reserve Bank of San
Francisco, said recently.

But the job market remains aw-
ful. In December 2008, forecasters
surveyed by The Wall Street Journal
predicted the jobless rate would hit
what then seemed a very high 8.1%
at the end of 2009. Surveyed again
this past week, forecasters now an-
ticipate year-end unemployment of
10%. That suggests 775,000 more
Americans will join the ranks of the
jobless in the next six months.

Because most Americans depend
on their paychecks for their shop-
ping, a weak job market and lousy
wage growth have cast an ominous
shadow over consumer spending
and the overall economy.

Economies hit by severe banking
crises generally take a long time to
regain their health. Recovering
from such a recession takes much
longer than from recessions caused
by a central bank boosting interest
rates to fight inflation, as the Fed
did in provoking the deep recession
of the early 1980s.

“The aftermath of banking crises
is associated with profound de-
clines in output and employment,”
economists Carmen Reinhart of the
University of Maryland and Kenneth
Rogoff of Harvard University con-
cluded after examining 14 big finan-
cial crises around the world.

They found that total output of
goods and services—the so-called
gross domestic product—generally
stops shrinking after two years, but
the unemployment rate remains
high for another three years or so
and climbs by an average of seven
percentage points. That suggests un-
employment, up five percentage
points so far, could remain in double
digits into 2011.

Even that far-from-pleasant sce-
nario assumes that events unfold
roughly as anticipated.

The crucial issue is whether the
U.S. economy can reach what Fed
Chairman Ben Bernanke calls “es-
cape velocity,” enough oomph from
consumers and business that it can
pull out of the slump and bring
down unemployment. Crossing the
line from negative to positive
growth won’t do it. Sure, the U.S.
economy is traditionally resilient.
But anxious U.S. consumers are re-
discovering the virtues of thrift and
many markets around the world are
mired in their own recessions.

For now, government is driving
the economy with tax cuts and
spending increases, low interest
rates and aggressive Fed purchases
of long-term securities. But the Fed
appears reluctant to do more. It has
cut interest rates to zero. It has pur-
chased so many mortgage-backed
securities that it fears that buying
more would destroy whatever mar-
ket for them remains. And it is reluc-
tant to go beyond its announced
$300 billion purchases of long-term
Treasury securities for fear of unset-
tling markets and complicating the
eventual exit from this extraordi-
nary policy.

That leaves fiscal stimulus. The
economic case for more is that the
economy looks even weaker than it
did when President Barack Obama
signed the $787 billion package of
tax cuts and spending increases in
February. The economic case
against is, one, the bulk of the fiscal-
stimulus spending hasn’t hit yet and
what’s coming could jolt the econ-
omy back to life and, two, the govern-
ment’s debt load is getting awfully
big.

The political case for waiting is
simple: The first Obama stimulus
looks like a flop and Congress won’t
do more now.

But it’s hard to imagine Mr.
Obama settling for a jobless recov-
ery, or Democrats in Congress tell-
ing voters apologetically in Novem-
ber 2010 that there is nothing more
they can do to bring unemployment
below 10%.

For now, the talk of more stimu-
lus money has been quashed. The
White House game plans seem to be:
Get a health-care bill through and ar-
gue that will reduce the deficit by
slowing health-cost growth. Then, if
the economic outlook remains
bleak, push another stimulus aimed
directly at employment, perhaps a
tax break for hiring or even govern-
ment jobs.

By A WSJ Reporter

The trial of Myanmar opposition
leader Aung San Suu Kyi resumed
briefly in Yangon, with final argu-
ments set for later in the month, sig-
naling a possible end in sight for the
high-profile legal case.

Ms. Suu Kyi is accused of violating
the terms of her government-im-
posed house arrest by allowing an
Americanwell-wisher to visit her lake-
side home in Yangon in early May.

The trial was put on hold several
weeks ago, as Myanmar authorities
considered appeals by her lawyers
to allow more witnesses to testify
on her behalf. In the end, the authori-
ties agreed to allow one more—a
lawyer and member of Ms. Suu Kyi’s
National League for Democracy
party—on top of another witness
that testified earlier, but they de-
nied other potential witnesses.
Some 14 witnesses testified earlier
for the prosecution.

Human rights advocates and
Western governments have widely
condemned the trial, which they say
is part of an effort by Myanmar’s mil-
itary government to keep the
64-year-old Nobel laureate out of
the public eye until after it holds a
national election next year.

Myanmar authorities have said
they had no choice but to prosecute
Ms. Suu Kyi for violating her house
arrest, even though international
rights groups contend the govern-
ment had no right to put her under
house arrest to begin with. Ms. Suu
Kyi has lived under detention for the
past six years and 14 of the past 20,
mainly in her Yangon home, and un-
der local law she now faces as many
as five years in prison.

The defense hasn’t challenged
the basic facts of the case. But it has
argued the government is misapply-
ing the law, and that the govern-

ment’s own security guards should
bear responsibility for letting the
man—53-year-old John Yettaw of
Falcon, Missouri—enter her
guarded compound uninvited.

In testimony Friday, defense wit-
ness Khin Moe Moe argued that Ms.
Suu Kyi violated no existing laws be-
cause she is being charged under an
old Myanmar constitution that was
abolished 21 years ago, the Associ-
ated Press reported.

At the end of the nearly seven-
hour session, the court set July 24 for
final arguments in the case. A verdict
would likely come somewhat later.

“I have known [Ms. Suu Kyi] for
20 years and based on that and legal
points, I made my testimony. She vio-
lated no laws,” Khin Moe Moe told re-
porters. She said Ms. Suu Kyi looked
“healthy and alert.”

Riot police fanned out across the
city on Friday and especially around
Insein prison, where Ms. Suu Kyi is
being held and where 100 or so pro-
testers have gathered off and on
since her trial began in mid-May.

Many Myanmar residents view
Ms. Suu Kyi as the rightful leader of
Myanmar after her political party
easily won the last elections held in
1990. But the government ignored
those results and has jailed many op-
position leaders and dissidents
since then. It has also led violent
crackdowns on attempts by dissi-
dents—including Buddhist monks
who marched in 2007—to publicly
criticize the regime.

The resumption of the trial un-
derscored the failure of recent dip-
lomatic efforts to set Ms. Suu Kyi
free. United Nations Secretary-Gen-
eral Ban Ki-moon in early July
made an official visit to the coun-
try to plead for her release, but he
was rebuffed by the country’s top
military leaders, and he wasn’t al-
lowed to see her.
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Fluor Corp. is based in Irving,
Texas. A Corporate News article on
logistics contracts for U.S. forces in
Afghanistan in the Friday-Sunday
edition incorrectly gave its location
as Aliso Viejo, Calif.

The price for a 100-ounce gold
contract on Wednesday was
$90,900. A News in Depth article on
gold investors in the Friday-Sunday
edition incorrectly reported the con-
tract as worth $909,000.

Signs of economic recovery
appeared in May, OECD says

By Louise Radnofsky

And Christopher Conkey

U.S. President Barack Obama,
facing mounting criticism of the
$787 billion stimulus package
passed earlier this year, devoted
his weekly radio address to trum-
peting the successes of the plan,
and suggested it had to be given
more time to show results.

“The Recovery Act was not de-
signed to work in four months—it
was designed to work over two
years,” Mr. Obama said, after tell-
ing listeners that the plan hadn’t
been intended “to restore the econ-
omy to full health on its own, but
to provide the boost necessary to
stop the free fall.”

The president highlighted the
portions of the package that have
begun to be implemented, includ-
ing unemployment insurance and
health insurance for laid-off work-
ers, as well as some of the tax cuts—
such as the payroll-tax credit—

that make up one-third of the pack-
age’s price tag.

Questions about the plan’s effec-
tiveness have intensified amid steep
U.S. unemployment figures for May
and June. Mr. Obama said jobless-
ness wasn’t the only economic indi-
cator that should be used, arguing
that “unemployment tends to re-
cover more slowly than other mea-
sures of economic activity.”

The administration admitted it
has been on a “learning curve”
with the stimulus package, but
that it has figured out how to
spend some of the available bil-
lions more quickly.

Many tax cuts have already
taken effect. But only $60.4 billion
of the remaining $499 billion has
been spent. Most of the money
was always likely to be spent this
summer, at the earliest, as depart-
ments wrestled with the increased
workload and new requirements
imposed by the bill.

The White House said it isn’t

changing its goal of spending 70%
of the funds by September 2010.
But amid unemployment worries,
the administration has been pres-
suring agencies to get some
money out the door more quickly.

The slow speed at which money
for infrastructure projects is get-
ting out has come under attack, in-
cluding from Republican lawmak-
ers who blame excessive regula-
tion.They were were swift to de-
nounce the president’s perform-
ance. Rep. Eric Cantor of Virginia,
one of the party’s top congres-
sional members, issued his own ad-
dress, saying: “The plain truth is
that President Obama’s economic
decisions have not produced jobs,
have not produced prosperity, and
simply have not worked.”

Mr. Cantor said the Republi-
cans’ alternative was to reduce
taxes for middle-class families
and small businesses, and for
Washington to “live within its
means.”

Obama defends stimulus
As criticism grows,
president says plan
needs time to work

Porsche board to take up
investment by Qatar

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

U.S. President Barack Obama, left, and his family arrived at the White House early
Sunday. Mr. Obama touted the $787 billion stimulus plan in a weekly radio address.

By Christoph Rauwald

FRANKFURT—Porsche Auto-
mobil Holding SE scheduled an ex-
traordinary supervisory-board
meeting, setting the stage to clinch
a deal with the Qatar Investment
Authority crucial to shoring up its
balance sheet.

A Porsche spokesman said Fri-
day that the sports-car maker’s su-
pervisory board will meet July 23.
He added that the supervisory
board’s goal remains to forge an in-
tegrated company with Volks-
wagen AG.

A person close to Porsche’s su-
pervisory board said that at the
July 23 meeting, the board is set to
discuss an offer worked out be-
tween the car maker’s executive
board and QIA. Under the offer, the
Qatari state-owned investment
firm would take a stake in the Ger-

man sports-car maker, and it
would also acquire options for
Volkswagen stock from Porsche.

The deal could be valued at more
than Œ5 billion ($7 billion), the per-
son said.

The person added that the super-
visory board will also discuss a sepa-
rate offer from Volkswagen to take a
49% stake in Porsche’s core sports-
car operations. However, Volkswag-
en’s offer appears to have little
chance of success if the deal with Qa-
tar gets the nod.

A spokesman for QIA declined to
comment. A spokesman for Volks-
wagen wasn’t immediately avail-
able for comment.

Getting an outside investor on
board would mark a shift for the
Stuttgart-based auto maker. The
Porsche and Piëch families cur-
rently control 100% of Porsche’s vot-
ing rights.

INDEX TO PEOPLE

LEADING THE NEWS

By Terence Roth

Some of the world’s leading econ-
omies showed tangible improve-
ment in May, according to the latest
leading indicators issued Friday by
the Organization for Economic Co-
operation and Development.

They suggested many major
economies—including the U.S., the
euro zone and China—could end
their declines later this year.

Overall, the OECD lead indicator
rose by 0.8 point to 94, the sharpest
rise this year, but it was still down
7.3 points from May 2008. The indi-
cators are designed to indicate turn-
ing points in economic activity
about six months in advance, and
the calcuations are based on a wide
variety of data.

Among leading economies, the
U.S. rose by one point to 92.2,
though it was 9.4 points off its read-
ing a year ago. The 16-country euro
zone also showed signs of recovery,

rising by a point to 96.5, which was
4.7 points lower than May 2008.

The leading indicator for Japan
slipped 0.3 point to 88.4, down 14.1
points from a year ago. The result
for the U.K. increased by 0.8 point in
May to 98.3, but was 2.7 points
lower than last year. Among the big
developing economies, China added
1.1 points in May, India rose 1.4
points and Russia rose 0.7 point.

In France, increased refining and
coking as well as tranport-material
production rose in May. Industrial
output in May increased 2.6% from a
month ago, national statistics office
Insee said. Italy’s production was
flat for the month, though it de-
clined 19.38% on the year.

“The outcome of Italian indus-
trial production was less spectacular
than the sharp rises seen in France
and Germany but still good news,
against expectations for another siz-
able drop,” BNP Paribas economist
Luigi Speranza said in a note..
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Spy case may dissuade foreign businesses from China deals

France’s newfound thrift spells trouble for Europe’s economy

UBS, U.S. request delay in client-name secrecy case
FROM PAGE ONE

fronts for the Chinese government.
But the Chinese government’s ar-

gument that these companies’ inter-
ests are identical with that of the
state could now be undermining
that effort.

“It’s a very politically expensive
move by the authorities,” said Rich-
ard Tanter, professor of interna-
tional relations at the Royal Mel-
bourne Institute of Technology. “It
is certainly in the interests of Chi-
nese state-owned enterprises, but it
really blasts a hole in the idea they
are independent from government
interference.”

China’s allegations appear to
arise out of months of tense price ne-
gotiations between its largely state-
controlled steel industry and the
main foreign suppliers of their key
raw material, iron ore—of which Rio
Tinto is one of the biggest miners.
China is holding out for deeper price
cuts than steelmakers in other na-
tions have negotiated.

Chinese authorities say the four
Rio Tinto employees, who have been
detained for a week but not yet for-
mally charged, illegally obtained
“state secrets” from Chinese steel
companies during the price
talks—an apparent reference to in-
formation about China’s negotiat-
ing strategy. At least one Chinese
steel executive involved in the talks—

Tan Yixin, of Beijing-based steel-
maker Shougang Group—has also
been detained.

The case has gained extra atten-
tion because one detained em-
ployee, Stern Hu, the head of Rio’s
iron-ore division in China, is an Aus-
tralian national. Mr. Hu is a native of
Tianjin, China, but gained Austra-
lian citizenship in 1997.

Australian officials visited Mr.
Hu in detention Friday and said he is
in good health, but expressed frus-
tration that the Chinese govern-
ment has yet to directly discuss the
allegations against him. Australian
foreign minister Stephen Smith said
Mr. Hu isn’t entitled by Chinese
rules to legal representation in ad-
vance of being charged. Mr. Smith
said his government would continue
to press for information on the case.
But “we may well be in for a long
haul,” he said Sunday.

Australian officials have taken
pains to say that they think their
country’s overall relationship with
China will survive the current inci-
dent. But Mr. Smith also warned
that Chinese authorities should con-
sider “the extent to which the cir-
cumstances of this case will cause
the international business commu-
nity to have any cause for concern.”

The Chinese government has
said the alleged actions of the Rio
Tinto employees harmed China’s

“economic interests and economic
security.” Drawing that direct link
between the fortunes of steel mills
and the interests of the Chinese
state has alarmed foreign officials
and businesspeople. The detentions
of the Rio staff underline how state
companies in China fit into a politi-
cal structure that includes a strong
security element. They are now in
the hands of the powerful Ministry
of State Security, which handles in-
telligence and national security.

The State Security Bureau in
Shanghai, which is holding the four
employees, said Sunday it had no
new information to disclose.

Steve Dickinson, a lawyer for the
U.S. firm of Harris & Moure PLLC,
who works out of the Chinese city of
Qingdao, said he expects the Rio
Tinto case to have an immediately
chilling effect on Chinese firms’
planned investments not just in Aus-
tralia, but also in the U.S. and other
countries.

Chinese state-owned firms’ suc-
cess in winning approval for acquisi-
tions abroad often hinges on the ar-
gument that they operate as com-
mercial entities and not with a gov-
ernment agenda. State oil company
Cnooc Ltd.’s bid for Unocal Corp. of
the U.S. in 2005 foundered precisely
because of U.S. political opposition
to the company’s official back-
ground. In recent years many Chi-

nese companies have hired Western
advisers to help persuade the world
that they are independent—includ-
ing Aluminum Corp. of China, or
Chinalco, whose $19.5 billion at-
tempt to expand its alliance with Rio
Tinto foundered last month.

What Chinese authorities have
done in the current Rio Tinto case
“goes against what China has been
trying to do for the past several
years,” Mr. Dickinson said.

Australia’s trade minister, Simon
Crean, said Saturday that Australia
continues to welcome Chinese trade
and investment.

It isn’t known what information
is alleged to have been obtained by
Mr. Hu and his colleagues—three
Chinese citizens, only one of whom,
Liu Caikui, the government has
named. China’s allegations of espio-
nage have left important questions
unanswered: why the business infor-
mation of steel companies would be
considered a state secret, and why
any suspicions of bribery are being
pursued by the national-security ap-
paratus rather than the police.

China’s government over the
past decade has transformed its
state enterprises to highly profit-
able companies that dominate key
sectors like communications and en-
ergy. The biggest companies remain
solidly under government control,
with private investors allowed to

hold only small minority stakes.
And China’s legislation on state

secrets has such a broad reach—it
covers not simply military and intel-
ligence information but also “na-
tional economic and social develop-
ment”—that the line between what
is a matter of state and what is a busi-
ness affair can be blurry.

China has multiple Communist
Party and government agencies
charged with protecting state se-
crets. They operate outside the legal
system and have broad investiga-
tive authority.
 —Stephen Bell

and Ross Kelly
contributed to this article.
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Hot commodity
China seeks a bigger cut on iron-ore 
prices than suppliers have conceded, 
and the price has been rising.

Note: Mid-point price includes cost, freight 
and insurance
Source: Metal Bulletin
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search company Ipsos.
French consumption grew an av-

erage of 2.6% a year between 2000
and 2007, compared with just 0.6%
in Germany, Europe’s largest econ-
omy, where exports drive growth.
French consumer spending rose in
the first quarter of this year—by
0.2% over the previous quarter—
while it fell 0.5% in the euro zone as
a whole. Economists predict the
French economy will shrink about
3% this year, compared with a 6% de-
cline for Germany, which has suf-
fered from the collapse in export
markets.

Of the 2% average annual in-
crease in the euro zone’s gross do-
mestic product between 2000 and
2008, 0.9 percentage point came
from growth in consumption; one
third of that—0.3 percentage point—
was from France, which accounted
for just 21% of euro-zone GDP in
2008. The trouble is, France is tot-
ting up a large bill for all this spend-
ing. That means it could face similar

problems to the U.S., where rising
debt has pushed up the saving rate.
And just like in the U.S., consumers’
new hesitance to spend might delay
the economy’s recovery.

President Nicolas Sarkozy re-
duced taxes in 2007, and since the fi-
nancial crisis hit last year, the gov-
ernment has been forking out
money on stimulus measures. At the
beginning of this month it cut the
value-added tax imposed on restau-
rants. The budget deficit is forecast
to jump to Œ140 billion ($196 billion)
this year—7.5% of GDP compared
with 3.4% in 2008.

This could damage France’s fu-
ture consumption. First, the fatten-
ing deficit makes it hard to put still
more money in consumers’ wallets
through tax cuts or public spending.
Second, economists say this deficit
could persuade people to save more
in expectation of higher taxes
ahead. Indeed, opposition parties
called earlier this year for higher in-
come taxes to finance the stimulus
measures, but Mr. Sarkozy, whose

term in office ends in 2012, said he
wouldn’t do this.

An analysis of French house-
holds’ behavior over the past few de-
cades shows that they have saved
more whenever the government def-
icit grows, according to Mathilde
Lemoine, an economist at HSBC. Ac-
cording to her model, the rise in the
government deficit occurring at
present could reduce consumption
by as much as 2.6 percentage points
between the end of 2008 and the
end of 2010, as people save more.
The sectors likely to be hit hardest
by the cutbacks are services such as
leisure and eating out, she says.
Higher unemployment could knock
off an additional 2.4 percentage
points.

“You can’t forecast continued
growth in GDP from consumer
spending,” Ms. Lemoine says. “So
GDP growth will be weaker and
weaker.”

Shopping habits are already
changing, as the French continue to
enjoy a few luxuries—but go for low

prices on daily items. So-called hard-
discount stores, such as Aldi of Ger-
many, are expanding in France, typi-
cally offering a limited range of
cheap, own-brand products. French
supermarket chains such as Casino
have been opening stores on the
same model.

Meanwhile, the long-term trend
in restaurants is toward quick and
cheap meals. Midrange eateries—de-
fined as those that charge Œ16 to Œ30
($22 to $42) for a meal with drinks—
accounted for 14% of meals eaten
out in 2007, down from 23% in 2003,
according to a government survey.
That meant better business for the
salad-and-sandwich bars that have
sprouted up over Paris in recent
years. The less-than-Œ10 category
accounted for 82% of meals in 2007,
up from 75% in 2003.

“In France, people used to have
an aperitif, an entrée, a main dish,
cheese and then desert. They’d
drink wine with the meal and a diges-
tif at the end,” says Christine Pujol,
president of the Union des Métiers

et des Industries de l’Hôtellerie, an
industry group. “Now there’s a cam-
paign against alcohol and people
worry about their figures.…Plus
there’s a lack of time.”

The Au Jus de Pomme, a busy
lunchtime eatery in central Paris,
has been losing money for the past
two years, says manager Yvon Riou.
Last year, receipts dropped 15% af-
ter the government banned smok-
ing indoors in bars and restaurants—
and the Jus de Pomme doesn’t have
a terrace to which smokers can es-
cape. This year, receipts are down
an additional 5%, he says, as the
worsening economy has reduced
lunchtime drinking: People tend to
share a half-liter jug of house wine
instead of a more expensive bottle
as before.

“We have the same number of cli-
ents,” he says. “But they pay more at-
tention to how much money they
spend.”

Mr. Riou is waiting it out until
March. If things don’t get better, he
plans to try his luck in Austria.

Continued from first page

hand over names without violating
Swiss laws that prohibit the disclo-
sure of confidential client informa-
tion. Evidence of fraud is one way to
work around the Swiss laws because
the laws don’t protect those who
committed fraud such as forgery or
falsifying an invoice.

Last week, the Swiss govern-
ment upped the diplomatic ante
when it said that it would prevent
UBS from turning over data and that
it was even prepared to seize the in-
formation. On Sunday, the Justice
Department responded.

“The government of Switzer-
land’s threatened action does not
change the appropriate result in
this case. The United States will pur-
sue this action and appropriate rem-

edies against UBS,” the Justice De-
partment said in the court filing.

Stuart Gibson, senior litigation
counsel at the Justice Department’s
tax division, also wrote in the court
filing that the U.S. would seek to
hold UBS in contempt and impose
sanctions against the bank.

UBS, in a short statement, said it
welcomed the chance to continue ne-
gotiations.

The IRS investigation, aided ini-
tially by a former UBS private banker,
in February forced the Swiss bank to
agree to a $780 million criminal set-
tlement and to turn over more than
200 account holders. Those names
were released because of allegations
of tax fraud, which allowed UBS to
hand over the information without vi-
olating Swiss privacy laws.

A parallel civil inquiry led by the
IRS was aimed at forcing UBS to give
up 52,000 names. If an agreement is
reached, UBS potentially could pay a
much larger fine than the one it
agreed to in February.

Over the past nine months, some
wealthy clients have pursued am-
nesty through an IRS voluntary dis-
closure program that allows U.S. citi-
zens to avoid criminal prosecution if
they acknowledge evasion and
agree to pay taxes and penalties.

The IRS investigation has peeled
back decades of Swiss secrecy, de-
tailing how UBS recruited clients in
Miami and how UBS used a secret
email code—the color orange for eu-
ros, green for dollars—to discuss
transactions. An amount of one mil-
lion was called a “swan.”

The case is being closely
watched. “The Obama administra-
tion is leading the G-20’s publicly an-
nounced mandate to eradicate tax-
haven abuse once and for all and
thus to compel taxpayer compliance
for all offshore holdings,” said Wil-
liam M. Sharp Sr., an international
tax lawyer in Tampa, Fla., who repre-
sents UBS clients. “The UBS case is
the poster child of this mandate and
the outcome of this case will dictate
the future course of offshore compli-
ance.”

In a memo last week to top UBS
executives, CEO Oswald Grübel, who
took over in February, said the IRS’s
demand for information “puts UBS
in an untenable position, caught be-
tween the laws of two sovereign na-
tions.”

The crux of the IRS’s case is a
“John Doe summons” which must be
approved by a federal judge. The
summons allows the tax agency to
request a wide amount of informa-
tion about unknown parties. If the
company served with the summons
doesn’t comply, the U.S. govern-
ment can ask a court to enforce the
summons.

The IRS first employed the use of
the John Doe summons on a large
scale in pursuing tax evasion in the
late 1990s. A New Jersey IRS official
discovered that U.S. citizens trying
to evade taxes typically had U.S.
credit cards. The citizens paid the
card debt from money held offshore.
The IRS then used the summons to
request information from U.S. card
processors.

Continued from first page
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Iran prepares proposals for West
State media suggest
plan seeks to resolve
nation’s nuclear issue

LEADING THE NEWS

By Alex Frangos

And Peter Stein

Tentative signs of life in global
trade are emerging, buoying growth
forecasts in the U.S. and China.

U.S. exports grew in May, while im-
ports fell, helping to narrow the trade
deficit to its smallest level in nearly
nine years.The report prompted econ-
omists to revise up their estimates of
second-quarter gross domestic prod-
uct. Some even suggested the U.S.
economy might have grown slightly
in the second quarter.

The trade gap shrank to $26 bil-
lion in May from April’s $28.8 bil-
lion, the Commerce Department
said Friday. Exports rose 1.6% in
May to $123.3 billion on a seasonally
adjusted basis. Imports fell 0.6% to
$149.3 billion.

New figures from China offered
more support for the prospect that
the massive drop in global trade is
abating. Exports in June fell 21.4%
from a year earlier, a smaller drop
than May’s 26% decline, the Xinhua
news agency reported Friday.

Export figures
from U.S., China
boost prospects

By Chip Cummins

DUBAI—Iran is preparing a pack-
age of proposals it hopes to use as
the basis for fresh negotiations with
Western governments over its nu-
clear program, its government said
over the weekend, a possible signal
that Tehran is willing to rebuild dip-
lomatic links after weeks of drub-
bing the U.S. and Britain for alleged
complicity in election unrest.

The announcement of the propos-
als, made by Iran’s foreign minister
at a news conference in Tehran Satur-
day, came as five Iranian officials,
who had been held by U.S. forces in
Iraq for more than two years, re-
turned home after being released.
The return of the men, three of whom
Iran has identified as diplomats,
could remove a major stumbling
block to further, high-level talks be-
tween U.S. and Iranian officials.

Amid Iran’s diffuse power struc-
ture, it is difficult to determine if the
announcementof the package is a seri-
ous effort to kick-start new talks. It
could also be window-dressing aimed
atdistracting foreigncritics from still-
sporadic protests and the regime’s
heavy-handed crackdown on dissent
after June 12 presidential elections.

Still, the two developments to-
gether could represent a thaw in the
increasingly heated rhetoric be-
tween Iranian officials, who have ac-
cused the West of stoking election un-
rest, and Western officials, who dis-
miss those allegations and criticize
Tehran for its violent crackdown.

Despite the recent bloodshed in
Iran, U.S. President Barack Obama
and other Western leaders have sig-
naled they are committed to pursu-
ing dialogue with Tehran over its nu-
clear program but say they won’t ex-
tend an open invitation. On Friday,
at the end of a summit of the Group
of Eight leading nations in Italy, Mr.
Obama said September—when the
Group of 20 industrial and develop-
ing nations convenes in Pittsburgh—
should be considered a “time frame”
for assessing progress.

Saturday, Iranian Foreign Minis-
ter Manouchehr Mottaki said that
Tehran had begun work on new pro-
posals that Iran will offer as a basis of
discussion with the West, according
to state media. He didn’t detail the
proposals. He also didn’t say whether
any part of the package would deal
specifically with Iran’s nuclear pro-
gram, but state-controlled media sug-
gested the package was aimed at re-
solving the nuclear standoff.

Western and Arab powers sus-
pect Iran of seeking weapons as part
of its nuclear-energy program. Teh-
ran says the program is aimed solely
at peaceful energy.

“We are formulating a new pack-
age, which covers a range of political,
security and international issues and
can be a basis for talks on regional and
international affairs,” Mr. Mottaki
said, Iran’s state-run, English-lan-
guage news outlet, Press TV, reported.

President Mahmoud Ahmadine-
jad earlier this year described a simi-
larly vague set of proposals that he
said Tehran was readying. Last sum-
mer, Western officials crafted a pack-
age of economic incentives aimed at
persuading Iran to halt nuclear-fuel

enrichment. But they determined
that Tehran’s response to the pack-
age was inadequate. The U.S. and
others have threatened more eco-
nomic sanctions against Tehran if
the nuclear issue isn’t resolved.

Mr. Mottaki’s statement Saturday
is the first comment on the subject
since last month’s contested presi-
dential elections. Iranian officials de-
clared Mr. Ahmadinejad the winner
of the poll by a landslide, triggering
weeks of sometimes-violent protests.

Mr. Ahmadinejad and other Ira-
nian officials have accused Western
governments and foreign media of
stoking the unrest. Tehran expelled
two British diplomats and briefly de-
tained some Iranian employees of
the British embassy in Tehran over
the issue.

On Sunday, Iranian state media
said the five Iranian officials landed
in Tehran after more than two years
in U.S. detention in Iraq. Last week,
U.S. forces handed the five to Iraqi au-
thorities as part of a bilateral secu-
rity pact between Washington and
Baghdad. The Iranians were de-
tained in northern Iraq, suspected by
the U.S. of aiding Shiite extremists.
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A victory for Lance in France
This time Armstrong
is winning over
some of the locals

By Sebastian Moffett

And Susana Ferreira

PARIS—Even if Lance Arm-
strong loses the Tour de France, he
will have won a hard-fought battle
for the respect of the French.

While Mr. Armstrong was domi-
nating the world’s most-prestigious
cycling race earlier this decade,
many of the locals saw him as cold,
arrogant and overly competitive.
L’Équipe, a French daily sports news-
paper, and others reported suspi-
cions that he took banned perform-
ance-enhancing drugs—though he
has never tested positive for these.
Plus, he had a habit of winning—a
record seven times from 1999 to
2005, the year he retired.

Now he’s back. And after Sun-
day’s ninth stage of the grueling
three-week race, he was third in the
ranking, just eight seconds behind
the leader. He is dominating cover-
age of the event—and leading the
French to reconsider their feelings
toward him. That Mr. Armstrong en-
dured a painful battle with cancer—
and has a high-profile foundation to
help cancer patients—makes his
story all the more compelling.

“The thing I respect about him is,
he sets himself a goal, and keeps go-
ing. He trains like a madman—more
than the French,” says Sénéchal

Béranger, 24, an engineer and ama-
teur cyclist.

“In the past he was a bit arro-
gant, but now he’s more likable,”
says Raymond Danet, 61, enjoying a
beer in front of a Tour broadcast
Thursday. “I think others will
change their opinion of him.”

Beyond the sporting event, the
Tour is a celebration of France itself.
For three weeks every July, broad-
casts of the race display the glory
and variety of the country’s land-
scape, reminding city dwellers of
their roots in the land. The Tour this
year covers about 3,500 kilometers,
including stages in the Pyrenees, go-
ing into Spain and the Alps, adding a
detour into Switzerland.

Other days the riders race along
coastal roads or swish through ham-
lets, where villagers line the route
as their corner of France becomes
the focus of national attention for a
few moments.

The event also raises questions
of national pride. No Frenchman has
won the Tour since 1985—and
there’s no serious French prospect
this year. Maybe that’s why it can be
hard to stomach the dominance of
the Tour by an American.

Another problem were accusa-
tions by the media and some within
cycling circles that Mr. Armstrong
took banned drugs—accusations
that were never proven. The Tour
was plunged into disgrace in 1998, af-
ter doping products were found
with several teams. Members of the
Festina team were fined or sus-
pended over banned substances.
The revelation of such systematic

abuse led some people to assume
that most riders took these drugs,
but that they managed to stay one
step ahead of authorities’ ability to
detect these.

In 2005, L’Équipe reported that
urine samples taken during his 1999
Tour victory contained a banned
substance for which tests had not
yet been developed. Mr. Armstrong
denied taking the substance.

Mr. Armstrong points out that he
has been examined more than any
other cyclist and vehemently de-
fends his reputation.

In 2005, after his final Tour vic-
tory, Mr. Armstrong told the journal-
ists who have frequently accused
him of doping: “I’m sorry you don’t
believe in miracles. . . There are no
secrets—this is a hard sporting
event, and hard work wins it.”

On CNN’s “Larry King Live” that
same year he was most direct: “Lis-
ten,” Mr. Armstrong said, “I’ve said
it for seven years. I’ve never doped.”

Still he said he had worries that
negative feelings on the Tour could
mar his comeback. Last November,
Mr. Armstrong said he was con-
cerned about the possibility of be-
ing attacked on the open roads of
the Tour: “If they hate you and
you’re on the roads, they can get
you.”

This year, Mr. Armstrong himself
said he has also noticed a warmer re-
ception. He said he never received a
negative comment during his pre-
race preparations, when he spent
four days in the Alps previewing the
mountain stages.

“I have seen thousands stopping

on the side of the road,” Mr. Arm-
strong told the Associated Press.
“People were cool. Of course, there
is going to be somebody that is not
happy. But there are probably peo-
ple in your neighborhood that are
not happy with you either.”

At 37, his age and long absence
from the Tour mean he’s not ex-
pected to grind out seemingly inevi-
table victories like he did in the past.
Instead, the favorite is a 26-year-old
Spaniard, Alberto Contador, who
won in 2007 and is now Mr. Arm-
strong’s teammate in the Kazakh-
stan-sponsored Astana team.

In addition to his ability, he’s
judged for his attitude. One plus, Mr.
Armstrong has been speaking
French on TV, punctuating some

comments with a Gallic puff of the
lips.

After Sunday’s ninth stage, Mr.
Armstrong was two seconds behind
Mr. Contador, who was six seconds
behind the leader, Rinaldo Nocen-
tini, an Italian cyclist.

The real test comes in the Tour’s
mountain phases, something both
Mr. Armstrong and Mr. Contador
are good at. Mr. Contador was 21 sec-
onds faster than Mr. Armstrong in
Friday’s race from Barcelona to up
to Andorra, and the question is
whether Mr. Armstrong still has his
climber’s legs.

“That’s everybody’s question
mark,” Mr. Armstrong said last
week. “But we don’t have to wait
long until we find out.”

Olympic TV skirmish
breaks out in the U.S.

Mr. Armstrong autographs a woman’s arm before a race. He is dominating coverage of
the Tour de France—and leading the French to reconsider their feelings toward him.
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By Matthew Futterman

The International Olympic Com-
mittee accused U.S. Olympic officials
of acting hastily in their announce-
ment of plans to launch an Olympics
cable-TV channel with Comcast
Corp., the latest chapter in a three-de-
cade fight between the organizations.

The IOC, fearing the rival sports
channel could threaten its relation-
ship with Olympics broadcaster
NBC, criticized the U.S. Olympic
Committee in a statement Thursday
for making its plans public “before
we had had a chance to consider to-
gether the ramifications.”

“The proposed channel raises
complex legal and contractual is-
sues and could have a negative im-
pact on our relationships with other
Olympic broadcasters and spon-
sors,” the statement said.

The USOC informed the IOC last
Monday of its plans to announce the
network, a joint venture with Com-
cast it hopes to launch in the U.S. af-
ter the Vancouver games in Febru-
ary, say people close to the situa-
tion. Timo Lumme, director of televi-
sion and marketing for the IOC,
asked the USOC to delay the an-
nouncement for up to a month so his
organization could review the
plans, these people say.

Mr. Lumme couldn’t be reached
to confirm the incident.

The IOC was afraid the new net-
work might harm its relationship
with General Electric Co.’s NBC Uni-
versal unit, which is paying $2.2 bil-
lion to broadcast the 2010 and 2012
Olympics in the U.S. and call itself
the “Olympic Network.” The deal is

the IOC’s golden goose, since it ac-
counts for roughly half of all broad-
cast rights fees and the plurality of
its revenues.

In response, Norm Bellingham,
the USOC’s chief operating officer
told Mr. Lumee it was too late to turn
back on a deal that had already been
signed with Comcast, and that the
USOC had discussed the plan openly
with the IOC for several years, say
the people close to the matter.

The Olympics network is a pet
project of Peter Ueberroth, who was
chairman of the USOC until last year.

For the USOC, the confrontation
couldn’t come at a worse time, as the
organization works with organizers
ofChicago’sbid to hostthe 2016Sum-
mer Games to persuade the IOC to
award the event to the U.S. for the
first time in 20 years. TheIOC will se-
lect the host for 2016 in October.

Officials with Chicago2016, the
organization leading the city’s bid
for the game, didn’t return phone
calls seeking comment.

At the heart of the issue is a con-
flict between two documents, the IOC
charter, which claims control of the
Olympic name and marks, and the
1978 Ted Stevens Olympic and Ama-
teurSportsAct,whichgivestheUSOC
the right to use the Olympic name and
the ubiquitous rings in the U.S.

In addition, the two sides have
fought over a revenue sharing plan
that gives the USOC 20% of sponsor-
ship rights and 13% of NBC’S fee, sig-
nificantly larger shares than any
other country. In March, the two
sides agreed to table that discus-
sion, though the resentments contin-
ued to simmer.
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Taking the reins | GM’s incoming leadership

Bob Lutz
Head of sales and marketing

Industry icon who planned to leave the 
company at year’s end but asked that 
he be ‘unretired.’ After building 
a career creating automotive hits, he 
will leave his design job to focus on 
marketing and communications.

Ed Whitacre
Chairman

Former executive who turned AT&T 
into the world's largest 
telecommunications company.
He was recruited by the Obama 
administration and is orchestrating the 
restructuring of GM’s board. 

Nick Reilly
Head of international operations

Current head of GM Asia,
will oversee all international operations 
from a base in Shanghai. Reilly has held 
several international posts and was the 
first chief executive on GM’s Daewoo 
venture in South Korea. 

Fritz Henderson
Chief executive

Lifetime employee who has been 
running GM since the ouster of Rick 
Wagoner in March. He has promised 
a smaller, simpler management team. 
He embraced tough actions and the 
possibility of a bankruptcy filing for GM.

GM emerges to take a new direction
Car maker leaves bankruptcy and announces a plan to streamline layers of management, reach out to customers

Beijing Auto seeks global growth China bid
Beijing Auto sees an Opel acquisition 
as a way to become a global player

Beijing Automotive Industry Holding

Number of employees: 48,000

Major operations:

n Joint venture with Hyundai Motor Co.

n Joint venture with Daimler AG

n Foton Motor commercial vehicle   
 maker

n Beijing Auto Works (BAW)

n 22 auto parts joint ventures with   
 Delphi, Johnson Control and others

Sales: Sold 780,000 vehicles in 2008 
and is aiming to sell one million 
vehicles this year

The Beijing Auto display at the auto 
show in Beijing last year.Sources: the company; Associated Press (photo)

By John D. Stoll

And Sharon Terlep

General Motors Co. kicked off a
new era following its exit from bank-
ruptcy protection on Friday, with
Chief Executive Frederick “Fritz”
Henderson promising to transform
the auto maker into a leaner and
more customer-focused company.

The new company will put a pre-
mium on speed, accountability and
risk taking, and root out the layers
of management that had hobbled de-
cision making, he said at a news con-
ference.

“Business as usual is over at
GM,” Mr. Henderson said. “Every-
one at GM must realize this and be
prepared to change, and fast.”

In a preview of a broader manage-
ment shakeup to come, Mr. Hender-
son said the company was scrapping
a number of senior posts and has dis-
banded two committees of top exec-
utives that made key decisions for
the company’s automotive opera-
tions. Mr. Henderson expects hun-
dreds of middle managers to be let
go in the weeks ahead, and the com-
pany’s sales and marketing opera-
tion will be reorganized.

“Our culture to this point has
been an impediment,” Mr. Hender-
son, a 25-year GM veteran, said.
“This is all about flattening the man-
agement structure.”

Mr. Henderson said he is adopt-
ing some techniques used by the alli-
ance of Renault SA and Nissan Mo-
tor Co., led by Carlos Ghosn. Several
of GM’s highest-ranking executives
studied Mr. Ghosn’s approach in
2006 while GM’s board weighed a po-
tential merger with Nissan-Renault.

Mr. Henderson and his top lieu-
tenants also are planning to hit the
road in August to talk to dealers and
consumers to gain insight into the
U.S. market. In the past, GM based
much of its decision making on mar-
ket-research studies, focus groups
and strategy meetings among execu-
tives. Dealers said the company
needs to reconnect with consumers.

Jason Warren, a sales manager
at Community Chevrolet in Bur-
bank, Calif., said customers often
are concerned that if they buy a new
Chevrolet, there won’t be a com-

pany to service it down the road. He
said the sales team’s job now is not
to persuade customers to buy, but to
convince them the company isn’t
about to disappear.

“Just last week, I went out to say
hi to a customer,” Mr. Warren said.
“And the first thing he said was, ‘So,
when are you guys closing?’ ” With
the economy sputtering and Califor-
nia housing prices in a deep slump,
Mr. Warren said his dealership has
seen sales fall to 50 cars a month
from 250 to 300 a few years ago. His
sales team has shrunk to 10 from 25.

Mr. Henderson also plans to en-
gage in Web chats and to field criti-
cism and suggestions on an “Ask
Fritz” Web site.

GM said it also will start a pilot
program with eBay Inc. aimed at po-
tentially introducing a new avenue
for buyers. The online-auction site,
however, suggested Friday the an-
nouncement was premature. “At
this time, no plans have been final-
ized with General Motors. We hope
to support GM’s new company and
vision going forward,” the San Jose,
Calif., said in a statement.

GM filed for bankruptcy protec-
tion June 1. Friday morning, General
Motors Corp.’s best assets, such as
its Chevrolet and Cadillac brands,
were sold to a new company—Gen-
eral Motors Co.

The 40-day stay in bankruptcy re-
organization left the company with
lower costs, a lighter debt load and
four automotive brands instead of
eight. The new GM is also getting
several new directors appointed by
the U.S. government, which now
owns 60% of the company thanks to
$50 billion it committed to invest in
the auto maker.

“We all want to win, and we are
going to win,” said Edward E. Whita-
cre Jr., the former AT&T chief execu-
tive selected to serve as chairman
by the Obama administration’s auto
task force. “I know most Americans
want this company to succeed [and]
we certainly have the fundamen-
tals” to do so, Mr. Whitacre said.

Mr. Henderson has been leading
GM since the late-March ouster of
former CEO Rick Wagoner. From his
first day, the 50-year-old Mr. Hend-
erson has set a tone of urgency, first
by embracing the possibility of a

bankruptcy filing and then taking
tougher actions than Mr. Wagoner
when it came to downsizing.

“There certainly is no question
who is the leader,” said Wisconsin
car dealer John Bergstrom, the
owner of several GM stores. “Now
we need to get back to total focus on
selling cars and trucks.”

The government made his task
easier in recent weeks when it de-
cided to convert nearly all of the
money it provided GM into a 60% eq-
uity stake. The United Auto Workers
union, bondholders and the Cana-
dian government followed suit, con-
verting billions into sizable minor-
ity stakes in the new GM. Mr. Hender-
son said he plans to repay the govern-
ment loans before the 2015 due date.

In an interview Friday, GM Chief
Financial Officer Ray Young said the
company will spend the next few
weeks forecasting whether it needs
as much as the government has of-
fered and trying to accelerate repay-
ment of the government loans.

Among the first moves Mr. Hend-
erson will make will be moving long-
time product czar Bob Lutz, who
planned to retire at year’s end, from
the design studio to the marketing
department. After building a career
on creating automotive hits ranging
from the Ford Explorer to Dodge Vi-
per, Mr. Lutz, 77 years old, will re-

turn to his professional roots and
run marketing and communica-
tions.

“It’s the other half of the busi-
ness that I didn’t have before, and I
found that somewhat frustrating,”
Mr. Lutz said. “My entire academic
and professional background is in
marketing; I was practicing without
a license in product development.”

Nick Reilly, head of GM Asia, will
oversee international operations
from Shanghai. An increasing
amount of GM’s sales come from out-
side North America, including
China. Mr. Henderson said the com-
pany will consider introducing fresh
blood into the executive suite but
said the task will be hindered by the
stringent compensation oversight
GM is under because of the govern-
ment bailout.

One executive not expected to
work long for the new GM is sales
and marketing chief Mark LaNeve.
Mr. LaNeve has been laboring for
several years to salvage GM’s image
in the U.S. and stanch market-share
losses without heavy use of sales in-
centives. GM, however, continues to
lose considerable market share on
an annual basis and spends far more
than Toyota Motor Corp. or Honda
Motor Co. on U.S. vehicle incentives.
 —Sabrina Shankman

contributed to this article.

CORPORATE NEWS

Mr. Henderson
expects hundreds of
middle managers to
go in coming weeks.

By Norihiko Shirouzu

BEIJING—Beijing Automotive
Industry Holding Co. sees a possible
acquisition of General Motors Co.’s
Adam Opel GmbH unit as a center-
piece of its effort to gain a global
presence and to survive a looming
consolidation of China’s auto indus-
try, a top executive of the Chinese
company said.

In an interview, the executive
said Beijing Auto would aim to build
Opel’s brand in China if it wins the
contest for the German company.
“We need to be more global,” said
the senior Beijing Auto executive,
who is closely involved in the compa-
ny’s bid for Opel. “And Opel is under-
represented” around the world, and
“needs to penetrate the global mar-
ket place as well,” he said. Amid the
current shake-up of the global auto
industry, “you need to be a global
player to survive,” he said.

Beijing Auto so far hasn’t pub-
licly discussed its bid for Opel,
which is up against two other com-
peting bids. One potential hurdle for
the Chinese government-owned
company, analysts say, has been the
concern that it could turn Opel into a
competitor for GM in China, the only
major car market still growing and
one of the few bright points in GM’s
global business in recent years.

The Beijing Auto executive, how-
ever, argued that its strategy would
benefit GM, which would continue
to own 49% of Opel under Beijing Au-
to’s plan. Beijing Auto is offering to
invest Œ660 million ($921 million)
for a 51% stake in Opel.

The executive said that a deal
would give GM a second partner in
China, which is on track to surpass
the U.S. this year as the world’s big-
gest vehicle market by unit sales, the
executive said. GM currently has only
one primary local partner, Shanghai

Automotive Industry Corp., whereas
rivals such as Germany’s Volkswagen
AG and Japan’s Toyota Motor Corp.
have two joint-venture partners to
produce and market cars in China.

Opel, now largely focused on Eu-
rope, “has a very good growth poten-
tial in China,” the Beijing Auto execu-
tive said. Beijing Auto is expected to
set up a distribution network of deal-
ers for the cars.

The executive said Beijing Auto
plans to pay for the Opel acquisition,
should it win the bidding, with bank
loans and with money raised from a
small group of investors. He wouldn’t
say who those investors are.

GM hasn’t publicly commented
on Beijing Auto’s bid. Last week a
person close to GM called Beijing
Auto “a formidable bidder.”

In May GM signed a memoran-
dum of understanding to sell a ma-
jority stake in Opel and British sister
brand Vauxhall to a group led by Ca-

nadian auto-parts supplier Magna
International Inc. Magna’s group is
offering to invest at least Œ500 mil-
lion in Opel and is seeking Œ4.5 bil-

lion in loan guarantees from the Ger-
man government. Beijing Auto is
asking for Œ2.64 billion in German
government guarantees.
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By Douglas Belkin

CLEVELAND—Visitors have
come from around the world to see
the place where Superman was born
seven decades ago.

But what long greeted them was
a sagging, two-story home with peel-
ing paint and nothing to acknowl-
edge the creation that had been
hatched inside.

That changed last week, as half a
dozen workers put the finishing
touches on a $70,000 renovation
funded by fans of the comic-book
icon.

“It just feels good to finally have
something to mark the spot where
Superman was dreamt up,” said Jef-
ferson Gray, the 61-year-old machin-
ist who bought the house more than
25 years ago, before he knew about
its famous pedigree. “A lot of people
come a long way to stand where
you’re standing now.”

The story of Superman started
on June 2,1932, when Michel Siegel
was robbed in his secondhand-
clothing store not far from his
home. He died later that night of a
heart attack.

The youngest of his six children, a
gangly, 16-year-old comic-book fan
and budding artist named Jerry, be-
gan to fantasize about how his father
might have been saved, said Bradley
Ricca, who teaches a Superman
course at Case Western Reserve Uni-
versity.

The next year, in a cramped bed-
room, the young Mr. Siegel imag-
ined a bulletproof “Man of Steel”
whose superpowers were cloaked
under the mild-mannered guise of a
bumbling alter-ego. According to
lore, Mr. Siegel sprinted nine and
half blocks to the apartment of his
friend, Joe Shuster, to describe his
vision. Mr. Shuster began to draw

the first renditions of the square-
jawed hero.

In 1938 the first Superman comic
strip was published. It sold out im-
mediately.

Fast forward 66 years. Brad Melt-
zer, a successful novelist, comic-
book creator and Superman devotee
was at a book signing in Sarasota,
Fla., when a woman in the audience

told him, “I know more about Super-
man than you’ll ever know,” Mr. Melt-
zer recalled in a phone interview last
week. “I said, ‘I doubt that,’ and she
said, ‘Jerry Siegel was my uncle.’ ”

Mr. Meltzer set out to discover
how Superman was inspired, and be-
gan to write a book tying together
Mr. Siegel’s creation of the super-
hero and the biblical story of Cain

and Abel. As part of his research, he
traveled to Cleveland in November
2007 to visit the house.

By this time, both Mr. Siegel and
Mr. Shuster were dead and the com-
munity in which they grew up had
evolved from a working-class Jew-
ish neighborhood gripped by the De-
pression to a working-class, African-
American neighborhood. Today,
about a dozen homes on the street
are empty or abandoned.

When Mr. Meltzer visited the
house, he was flabbergasted. He had
assumed that because Superman
had such a profound impact, the
home would be well-preserved. In-
stead, he found a wreck.

“It made no sense to me,” Mr.
Meltzer said. “This character is to-
tally entwined in the American
Dream, but the house was falling
apart.”

The day of his visit, Mr. Meltzer
promised the Grays he would help
preserve the house, but “I had no
idea what I was going to do,” he said.

Mr. Meltzer and several local Su-
perman devotees finally created the
Siegel & Shuster Society. He asked
friends in the entertainment indus-
try to donate artwork and tickets to
events, and the group held an auc-
tion in September. In one month,
they raised a little more than
$100,000, part of which paid for a
steel fence with Superman’s insig-
nia on it.

Rayyan Larrea, Mr. Gray’s
13-year-old neighbor, said, “It is
kind of amazing that an idea that big
came from right next door.”

Rescuer of companies also took on football
Louis-Dreyfus dies;
billionaire revived
Adidas, Saatchi

By Max Colchester

Franco-Swiss billionaire Robert
Louis-Dreyfus combined a knack for
rescuing troubled companies with a
love of football.

Mr. Louis-Dreyfus died July 4 at
age 63 of leukemia. During his career,
he made a fortune reviving compa-
nies, including sportswear maker
Adidas AG and ad agency Saatchi &
Saatchi Co. He also gained notoriety
as the cigar-chomping owner of
Olympique de Marseille, an under-
achieving French football team.

Mr. Louis-Dreyfus, who changed
to Swiss nationality in the
mid-1990s, belonged to one of
France’s wealthiest families. His
great-grandfather founded the
French wheat-trading company
Louis Dreyfus in 1851. By the time
Mr. Louis-Dreyfus was born, in 1946,
the company had grown to encom-
pass ship building and banking.

The scion, a cousin of “Seinfeld”
star Julia Louis-Dreyfus, would take
control of the family empire, whose
business interests now stretch from
orange-juice production to trading
crude oil, a few years before his
death. But he took a winding path to

the job that many assumed he would
simply inherit.

After attending business school
in Paris, he headed to Harvard Uni-
versity to earn a master’s degree in
business administration. In 1973, he
graduated and started work for the
family firm managing a grain silo in
Canada before heading to Brazil to
run a soybean production plant. It
was there that he learned the ropes
of international business.

“He always wanted to be his own
boss,” said Jacques Veyrat, chair-
man of Louis Dreyfus SAS.

That opportunity came in 1984,
when he was became chief executive
and vice president of IMS Interna-
tional Inc., a U.S. pharmaceutical-re-
search company. Four years later, Mr.
Louis-Dreyfus oversaw the sale of IMS
to Dun& BradstreetCorp.for $1.77 bil-
lion after having transformed the
group into one of the world’s biggest
pharmaceutical-research firms.

Following this coup, he was sum-
moned to London to save Saatchi &
Saatchi. The ad giant was on the
brink of bankruptcy after a series of
costly acquisitions in the late 1980s.
In an interview with The Wall Street
Journal in 1990, Mr. Louis-Dreyfus
described the challenge of leading
the company as “the most fun I’ve
had outside sex.”

After restructuring Saatchi &
Saatchi’s debts, Mr. Louis-Dreyfus
cut 15% of its staff and focused on
meeting the needs of its most impor-

tant clients. He was hailed in Britain
for having put the company back on
its feet.

In 1993, he left Saatchi & Saatchi
and acquired the troubled sports-
wear giant Adidas. He shut down do-

mestic factories, reduced the work
force and aggressively marketed the
brand by sponsoring sports teams.
Perhaps his greatest triumph was
seeing the Adidas-clad French foot-
ball team beat a Nike-sponsored Bra-

zil in the 1998 World Cup final. After
having guided Adidas onto the stock
market and acquiring ski-equip-
ment maker Salomon, Mr. Louis-
Dreyfus stepped down as chairman
of the merged companies in 2001.

Despite his boardroom victories,
Mr. Louis-Dreyfus never achieved
his ultimate goal: to own a champion-
ship-winning football team. In 1996,
he bought a majority stake in Olym-
pique de Marseille, one of France’s
most popular football teams. At the
time, the club was struggling after
being involved in a match-fixing
scandal in the early 1990s.

Mr. Louis-Dreyfus’s 13-year stint
at the club was turbulent. A series of
head coaches were hired and fired. In
2006, he and nine others were found
guilty of embezzling from the club af-
ter accepting kickbacks from the sale
of players. He received a suspended
jail sentence and was fined. Even af-
ter Mr. Louis-Dreyfus poured several
million dollars into the club, Olym-
pique de Marseille never won any sig-
nificant silverware.

Mr. Louis-Dreyfus returned to
his family business in 2000, with the
football club on the side. Already di-
agnosed with leukemia, he bought a
majority stake in the business in
2007 and placed the stake in a trust.

“His real success was that he en-
sured the continuity of this private
company,” says Mr. Veyrat. “He
wanted to respect the work of his
forefathers.”

Fans give Superman’s birthplace a makeover
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Robert Louis-Dreyfus made a fortune reviving companies, including Adidas and
Saatchi & Saatchi. He also was known as an owner of Olympique de Marseille.

The Cleveland childhood home of Jerry Siegel, who along with his friend Joe
Shuster created Superman seven decades ago.
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By Martina Cruz Riquet

LONDON—U.S. fast food com-
pany McDonald’s Corp. is moving its
European headquarters from Lon-
don to Geneva this autumn, becom-
ing the latest in a lengthening line of
companies to make such a transfer.

Corporate tax rates can be consid-
erably lower in Switzerland com-
pared with the U.K.. McDonald’s
spokesman Ed Petter said in an inter-
view, however, that his own compa-
ny’s move was prompted by a desire
to simplify the ownership of intellec-
tual property rights, saying the effect
on its tax position will be “neutral.”

“We now operate in more than 40
markets in Europe, including the Bal-
tics and Russia, and this move—
which has been planned since last
year—allows us to align matters con-
nected with our intellectual property
within our business in Europe,” he
said.

The move, to a location to be an-
nounced nearer the time, won’t lead
to any job losses in the U.K. said Mr.
Petter, who said that three senior ex-
ecutives will relocate to Switzerland.

Other large U.S. companies to
make the same move in recent years
include Kraft Foods Inc. and Yahoo
Inc.

Some homegrown companies
have also been making the same
switch. While the U.S. companies
have usually been discrete about
their complaints about high U.K.
taxes, the homegrown companies
that move out of the U.K. to Switzer-
land or sometimes Ireland have been
more vocal in blaming high taxes.

The U.K.’s main rate of corporate
tax is 28%.

McDonald’s base
in Europe shifts
to Switzerland

Online today
Go inside Mr. Siegel's former home at

WSJ.com/US. Plus, see video of efforts to
restore the home at WSJ.com/Video
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Exxon shale-gas find looks large
Firm’s Canada wells
show abundance
in early results

Libya near decision on Canadian oil firm sale

U N I T E D  S T A T E S

C A N A D A

M E X I C O

Horn River,
British Columbia

Barnett shale,
Texas

Haynesville shale,
Louisiana/Texas

Gas shale
deposits

It’s a gas, gas, gas…
Exxon Mobil has been adding 
exploration acreage around the world, in 
part to push into shale-gas exploration. 
It is encouraged by preliminary tests in 
Canada’s Horn River Basin.
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Sources: British Columbia Ministry of Energy, Mines and 
Petroleum Resources; U.S. Geological Survey; Exxon Mobil

Exxon’s exploration acreage

CORPORATE NEWS

By Chad Bray

And Dionne Searcey

A federal jury in the U.S. con-
victed Connecticut investor Fre-
deric Bourke Jr. on Friday of engag-
ing in a scheme to bribe Azerbaijan
government officials, marking a big
victory for the Justice Department
as it ratchets up its pursuit of over-
seas corruption.

Mr. Bourke, co-founder of the
Dooney & Bourke handbag com-
pany, was found guilty in U.S. Dis-
trict Court in Manhattan of conspir-
acy to violate the Foreign Corrupt
Practices Act and the travel act and
making false statements to federal
law-enforcement officials. Each
count carries a term of as long as
five years in prison. The jury found
him not guilty on a single count of
money-laundering conspiracy.

Prosecutors accused Mr. Bourke
of bribing officials in Azerbaijan in
connection with the privatization of
State Oil Co. of the Azerbaijan Re-
public, known as Socar.

The conviction is a boost for the
Justice Department’s push to crack
down on overseas bribery of govern-
ment officials. The department is in-
vestigating at least 120 companies for
violationsof the Foreign Corrupt Prac-
tices Act. A decade ago only a handful
of companies were in its sights.

Mr. Bourke’s trial on foreign-
corruption charges is rare; most
companies and individuals facing
similar charges in recent years
have reached plea agreements or
settlements with the department.
Former Congressman William Jef-
ferson is facing similar charges in a
trial in a Virginia federal court,
with prosecutors alleging he in-
tended to bribe Nigerian officials
with $100,000 cash federal offi-
cials found stashed in his freezer.

Prosecutors from the U.S. attor-
ney’s office in Manhattan had al-
leged Mr. Bourke was aware of an im-
proper plot by Viktor Kozeny, presi-
dent and chairman of Oily Rock
Group Ltd., to bribe Azeri officials in
the late 1990s to allow Mr. Kozeny’s
investment consortium to buy a
stake in the state oil company.

Mr. Bourke met Mr. Kozeny when
they were neighbors in Aspen, Colo.,
where Mr. Kozeny allegedly con-
vinced Mr. Bourke to invest in his
scheme, prosecutors said. Mr.
Kozeny, who is facing federal crimi-
nal charges as well as state larceny
charges, is in the Bahamas where he
has so far has successfully fought ex-
tradition to the U.S.

During his opening statement
last month, Robertson Park, a Jus-
tice Department lawyer, said Mr.
Bourke invested with Oily Rock,
sought details about the underlying
scheme and asked people working
with Mr. Kozeny several times as the
scheme went along if Mr. Kozeny
was “paying the Azeris enough
money,” Mr. Park said. Mr. Bourke in-
vested more than $5 million person-
ally in Oily Rock.

In her opening statement last
month, Saskia Jordan, a lawyer for
Mr. Bourke, said her client was a vic-
tim and that Mr. Bourke’s “zeal for
justice” led to her client to be prose-
cuted. Mr. Bourke had cooperated
with federal investigators, succumb-
ing to extensive interviews. She said
that Mr. Kozeny tried to hide the
scheme because he knew Mr. Bourke
and other wealthy investors, which
included former U.S. Sen. George
Mitchell, would back out at the men-
tion of anything illegal.

Bourke convicted
as U.S. crackdown
on bribery grows

By Russell Gold

HOUSTON—Exxon Mobil Corp.
has been scouring the globe for natu-
ral gas locked inside shale forma-
tions, and said it thinks it may have a
world-class find in Canada.

In an interview with The Wall
Street Journal, Tim Cejka, Exxon’s
head of global exploration, said the
company has been bullish on shale-
gas exploration since 2003, locating
promising gas-bearing rock forma-
tions and snapping up leases on them.

Exxon is most encouraged by the
exploration of 250,000 acres, or
100,000 hectares, it has leased in the
Horn River Basin, in northern British
Columbia. Mr. Cejka said results from
the first four wells lead the company
to conclude that each well will pro-
duce between 16 million and 18 mil-
lion cubic feet of gas a day.

That’s five times the size of aver-
age wells in Texas’s Barnett shale and
comparable to big wells in Louisi-
ana’s Haynesville shale, two major
shale-gas fields that already have
moved the U.S. natural-gas market
from scarcity to abundance.

Though Exxon is better known as
theU.S.’s largest oil company,“We are
really interested in shale gas,” Mr. Ce-
jkasaid,detailingthe company’spush
into the energy-exploration business,
which was once dominated by
scrappy independent companies.

Given that the world is awash with
natural gas already, the addition of
stillmore gasfrom shale fields in Can-
ada and Europe could further depress
prices, especially as industrial de-
mand continues to stagnate amid the
global economic downturn. But
Exxon is taking a longer view.

“The industry is going to have to
bring on oil, gas, coal, nuclear, hydro,
wind and solar to meet the world’s en-
ergy demand,” Mr. Cejka said. “The
economies of the world will come

back. Demand will grow again. We
are going to be there for the next 20,
30, 40, 50 years.”

Other energy companies also are
excited about the Horn River field.
“This may be the best shale play in
North America,” said Michael Gra-
ham, an executive vice president at
EnCana Corp., a Calgary company
that already has a big Horn River pres-
ence. Mr. Graham said EnCana’s lat-
est wells are approaching Exxon’s in
terms of initial production.

Exxon’sMr.Cejkasaidthathiscom-
panyalsohaspiecedtogethersubstan-
tial leases in prospective shale-gas
formations in Germany, Hungary and
Poland, and is still adding acreage.
Tests on two wells in Hungary, where
Exxon and partners hold 400,000
acres, or 160,000 hectares, are ex-
pected this year. It will be the first
time the shale there has been tested.

The company also plans 10 wells
on 750,000 acres, or 300,000 hect-
ares, it holds in northern Germany’s
Lower Saxony Basin this year to bet-
ter study the geology.

Exxon is interested in all these
projects because the amount of gas
trapped in shales is enormous. The

company estimates there are one qua-
drillion cubic feet of shale gas world-
wide, equal to about a decade’s worth
of global natural-gas demand,
though not all of that is currently re-
coverable.

Shale gas is one of the “unconven-
tional” gases that are trapped in
dense rocks, rather than in porous
rocks that form underground reser-
voirs. To reach it, energy companies
must crack the rocks open by inject-
ing them with high-pressure liquids.
Improvements over the past few
years in the technology to fracture
dense rocks and drill vertical wells
that turn and run horizontally under-
ground have made it possible to de-
velop unconventional gas.

Before the emergence of the Bar-
nett and other shales, the industry ex-
pected the U.S. to become a big net im-
porter of gas by 2009. Instead, the
U.S. faces a glut that has driven natu-
ral-gas prices below $3.50 per mil-
lion British thermal units, down 39%
this year, and kept imports of lique-
fied natural gas at anemic levels.

Earlier this decade, companies
suchas Devon Energy Corp. and Ches-
apeake Energy Corp., both based in

Oklahoma City, were among the first
to use the shale-gas extraction tech-
nique. Their success spawned a host
of imitators and competition for acre-
age in Louisiana, Arkansas, Texas,
Pennsylvania and elsewhere.

Rather than compete with these
smaller exploration companies,
Exxon began looking for shale forma-
tions that were outside the U.S., but
near major energy markets. The strat-
egy set it apart from its big globe-trot-
ting competitors, which built up un-
conventional-gas reserves through
acquisition. BP PLC, for instance,
spent $3.65 billion on a pair of deals
with Chesapeake. Royal Dutch Shell
PLC spent $6 billion to acquire Cana-
dian Duvernay Oil Corp. and its acre-
age in a prospective unconventional-
gas formation.

So far, companies are drilling for
shale gas only in North America and
to a lesser extent in eastern Australia,
said Rhodri Thomas, head of consult-
ing firm Wood Mackenzie, in Edin-
burgh, Scotland.

“Where we’ve successfully devel-
oped these, the volume of the re-
source has changed the gas market
dramatically,” he said.

By Spencer Swartz

After months of delay, the Libyan
government is close to deciding
whether to allow the sale of a small
Canadian oil exploration firm with
operations in the country, resolving
a drawn-out saga that has high-
lighted the reasons why Libya’s oil
sector hasn’t blossomed since it re-
opened in 2005.

In February, Calgary-based
Verenex Energy Inc. announced it
would sell itself to China National
Petroleum Corp. for roughly $430
million. The state-run company
wants Verenex for the sizable crude
reserves it has discovered in Libya.

But the deal has been waylaid for
five months by the Libyan govern-
ment, wreaking havoc with Verenex’s
operations and share price and caus-
ing the Canadian government to reg-
ister its concern with Libyan authori-
ties over its handling of the issue.

Libya says it will either allow the
CNPC deal to go forward; deny it on
the basis of national interests; or
purchase Verenex itself, invoking a
clause in Verenex’s drilling contract
with Libya that allows the state to
take over a deal if it sees fit.

“All things are under consider-

ation and we hope to reach a deci-
sion by August, if not before,” said
Shokri Ghanem, head of Libya’s na-
tional oil company.

The case has underlined both the
promise of Libya’s big untapped
proven oil reserves, the eighth-larg-
est in the world, and the hazards of
doing business in the North African
country more than five years after
international sanctions against it
were dropped.

The reopening of Libya’s state-
run oil sector in 2005 to foreign oil
companies promised potential prof-
its for Libya, isolated for years by
economic sanctions for its support
of terrorist activity, and new supply
for the world oil market.

Western oil companies, largely
blocked from pumping crude in
most other big petroleum countries,
were keen to get access to an oil
state widely viewed by analysts as
underexplored.

But despite signing billions of
dollars worth of drilling deals the
past four years with firms like
France’s Total SA, Libya’s state oil
company in June slashed its produc-
tion forecast to 2013 by nearly 25%
to 2.3 million barrels a day. Some an-
alysts say Libya, with a current pro-

duction capacity of about 1.8 million
barrels a day, may even miss that
lower target.

Verenex’s situation helps illus-
trate how Libya’s medium-term pro-
duction prospects have flopped. A
big complaint is that government de-
cision-making is often gummed up
by too many departments that
aren’t transparent, causing it to lag
behind many other oil states, such
as Saudi Arabia, analysts say.

“The decision delays we see by
the government are a problem for
companies and hurt [oil drilling]
work programs,” said Susan Mance,
an analyst at Wood Mackenzie. She
added the delays highlight a long-
term oil market concern about
“above-ground” issues hampering
the timely delivery of new oil supply.

In an interview, Verenex Chief Ex-
ecutive Jim McFarland said his com-
pany has halted all drilling in the
country in recent days because of
the government “unreasonably with-
holding” a decision on CNPC’s buy-
out offer.

Mr. Ghanem, Libya’s top oil offi-
cial, declined further comment on
details of the Verenex case.

Verenex and its non-operator
partner, PT Medco Energi of Indone-

sia, are aiming to start pumping
50,000 barrels a day of Libyan crude
by 2011 and five times that amount
in the next decade. The two firms
have collectively sunk $311 million
into their Libyan operations.

To add to the uncertainty, Libya
announced in June it was investigat-
ing whether Verenex may have im-
properly qualified for the 2005 oil li-
censing round in which it was
awarded operator of one oil field.
The announcement sent Verenex
shares tumbling more than 20% and
led some analysts to downgrade the
company’s stock.

With the charge coming four
years after the bidding round, ana-
lysts say the investigation could be a
ploy to force Verenex to sell itself to
the government at a discount to CN-
PC’s offer. CNPC agreed to purchase
Verenex for 10 Canadian dollars a
share (US$8.59). The price is about
a 70% premium to Verenex shares’
Friday close of C$5.87 on the To-
ronto Stock Exchange.

The government may also want
more money from CNPC for green-
lighting the company’s buyout.
CNPC is already required to pay the
government an approval fee of
$40.4 million.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 20.40 $23.44 0.06 0.26%
Alcoa AA 31.80 9.34 0.11 1.19%
AmExpress AXP 14.00 23.22 0.42 1.84%
BankAm BAC 201.10 11.88 –0.09 –0.75%
Boeing BA 5.50 39.65 0.35 0.89%
Caterpillar CAT 10.10 30.53 –0.12 –0.39%
Chevron CVX 16.10 61.40 –1.68 –2.66%
CiscoSys CSCO 43.90 18.34 0.17 0.94%
CocaCola KO 7.30 48.31 –0.40 –0.82%
Disney DIS 10.70 22.41 –0.12 –0.53%
DuPont DD 4.90 24.61 0.11 0.45%
ExxonMobil XOM 24.50 65.12 –0.85 –1.29%
GenElec GE 64.90 10.78 –0.08 –0.74%
HewlettPk HPQ 10.60 37.24 –0.06 –0.16%
HomeDpt HD 9.20 22.52 –0.16 –0.71%
Intel INTC 50.10 16.04 0.02 0.12%
IBM IBM 6.90 100.83 –1.25 –1.22%
JPMorgChas JPM 47.40 32.34 –1.28 –3.81%
JohnsJohns JNJ 12.30 56.93 0.24 0.42%
KftFoods KFT 8.10 26.08 0.28 1.09%
McDonalds MCD 6.30 57.05 0.28 0.49%
Merck MRK 17.10 26.45 –0.56 –2.07%
Microsoft MSFT 40.70 22.39 –0.05 –0.22%
Pfizer PFE 37.30 14.20 –0.09 –0.63%
ProctGamb PG 8.60 52.22 –0.19 –0.36%
3M MMM 3.50 59.79 0.70 1.18%
TravelersCos TRV 3.30 39.00 –0.05 –0.13%
UnitedTech UTX 4.30 49.64 –0.01 –0.02%
Verizon VZ 11.80 28.62 –0.02 –0.07%
WalMart WMT 15.30 47.57 –0.51 –1.06%

Dow Jones Industrial Average P/E: 12
LAST: 8146.52 t 36.65, or 0.45%

YEAR TO DATE: t 629.87, or 7.2%

OVER 52 WEEKS t 2,954.02, or 26.6%

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

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

Nomura $431 13.0% 62% 22% 16% …%

Daiwa Securities SMBC Co Ltd 374 11.3% 70% 21% 9% …%

Mizuho 225 6.8% 13% 61% 13% 13%

Goldman Sachs 163 4.9% 78% 9% 12% …%

Mitsubishi UFJ Securities 152 4.6% 14% 62% 11% 12%

Citi 129 3.9% 43% 34% 20% 2%

JPMorgan 128 3.9% 75% 5% 19% 1%

UBS 107 3.2% 52% 19% 29% …%

Morgan Stanley 105 3.2% 54% 18% 27% 1%

Source: Dealogic

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

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

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

Rhodia 953 –33 –4 86 WPP 2005  233 4 5 3

Nielsen 669 –20 12 55 Alcatel Lucent 844 4 52 71

Norske Skogindustrier  1278 –12 49 227 Wendel 794 4 18 40

Carlton Comms  523 –11 56 16 TelefonAB L M Ericsson  135 4 7 –10

Cable & Wireless 230 –9 5 7 GKN Hldgs 353 5 17 3

ITV  533 –7 53 12 Lafarge 276 5 14 3

Brit Awys  822 –7 52 197 ArcelorMittal Fin 441 12 36 –68

Sol Melia 717 –7 77 130 Rallye 1351 23 41 30

Rep Irlnd 188 –7 ... –32 Contl 1196 30 207 472

Stena Aktiebolag 808 –6 17 –8 Vivendi 159 32 38 40

Source: Markit Group

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

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

Tesco U.K. Food Rtlrs & Wholesalers $45.5 3.57 2.49% 0.6% 3.0%

Iberdrola S.A. Spain Conventional Electricity 37.4 5.38 1.22 –34.1 –16.4

L.M. Ericsson Tel B Sweden Telecoms Equipment 27.8 73.60 1.10 14.3 –30.9

Anglo Amer U.K. General Mining 36.0 16.55 0.21 –42.8 –23.6

Barclays U.K. Banks 51.4 2.88 unch. 7.6 –49.5

ING Groep Netherlands Life Insurance $18.5 6.39 –3.94% –66.7 –78.5

UniCredit Italy Banks 38.4 1.64 –3.69 –45.4 –66.3

Rio Tinto U.K. General Mining 47.2 19.02 –3.33 –56.9 –15.5

ArcelorMittal Luxembourg Iron & Steel 45.6 20.96 –2.51 –62.3 ...

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 94.1 145.40 –2.42 –19.4 –29.6

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

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

Deutsche Bk 37.8 43.67 –0.18% –16.5% –47.7%
Germany (Banks)
Daimler 35.8 24.24 –0.19 –35.4 –35.5
Germany (Automobiles)
BASF 35.4 27.66 –0.32 –31.8 –8.9
Germany (Commodity Chemicals)
ABB 34.7 16.20 –0.49 –38.3 13.3
Switzerland (Industrial Machinery)
Credit Suisse Grp 52.0 47.66 –0.50 14.5 –24.8
Switzerland (Banks)
SAP 48.8 28.56 –0.52 –11.9 –23.1
Germany (Software)
Nestle S.A. 144.4 40.92 –0.53 –5.7 6.0
Switzerland (Food Products)
Koninklijke Phlps 17.6 12.95 –0.61 –33.3 –41.7
Netherlands (Consumer Electronics)
Soc. Generale 30.5 37.72 –0.62 –25.6 –63.3
France (Banks)
Diageo 38.8 8.68 –0.80 1.3 –4.0
U.K. (Distillers & Vintners)
BP 154.6 4.62 –0.81 –14.3 –28.2
U.K. (Integrated Oil & Gas)
ENI 88.6 15.87 –0.87 –29.2 –31.2
Italy (Integrated Oil & Gas)
Banco Santander 92.9 8.17 –0.97 –22.0 –20.9
Spain (Banks)
BHP Billiton 46.9 12.97 –0.99 –23.5 27.2
U.K. (General Mining)
British Amer Tob 55.6 16.95 –0.99 –0.5 25.7
U.K. (Tobacco)
HSBC Hldgs 138.0 4.95 –1.00 –22.4 –39.7
U.K. (Banks)
Royal Dutch Shell A 82.8 16.74 –1.03 –31.2 –37.1
U.K. (Integrated Oil & Gas)
Unilever 41.0 17.14 –1.07 –1.6 –0.7
Netherlands (Food Products)
Astrazeneca 62.5 26.55 –1.08 15.8 –15.0
U.K. (Pharmaceuticals)
Intesa Sanpaolo 35.8 2.17 –1.14 –38.2 –49.7
Italy (Banks)

Deutsche Telekom 48.5 7.98 –1.18% –27.0% –34.6%
Germany (Mobile Telecoms)
Telefonica S.A. 102.4 15.61 –1.23 –8.8 22.4
Spain (Fixed Line Telecoms)
GlaxoSmithKline 100.5 10.86 –1.23 –8.9 –26.2
U.K. (Pharmaceuticals)
AXA S.A. 34.3 11.76 –1.30 –33.4 –51.6
France (Full Line Insurance)
France Telecom 56.7 15.55 –1.33 –19.9 –3.9
France (Fixed Line Telecoms)
BG Grp 56.8 9.80 –1.51 –13.9 37.2
U.K. (Integrated Oil & Gas)
Vodafone Grp 105.9 1.12 –1.54 –23.5 0.5
U.K. (Mobile Telecoms)
E.ON 63.8 22.88 –1.63 –43.9 –19.7
Germany (Multiutilities)
Nokia 52.6 10.07 –1.66 –37.3 –31.1
Finland (Telecoms Equipment)
Siemens 59.2 46.43 –1.67 –32.5 –25.7
Germany (Diversified Industrials)
Total S.A. 119.0 35.99 –1.68 –28.3 –29.7
France (Integrated Oil & Gas)
Novartis 103.7 42.56 –1.71 –26.6 –36.6
Switzerland (Pharmaceuticals)
Assicurazioni Gen 27.0 13.71 –1.72 –38.2 –43.4
Italy (Full Line Insurance)
Allianz SE 39.2 62.21 –1.82 –42.5 –46.3
Germany (Full Line Insurance)
BNP Paribas S.A. 66.0 45.32 –2.02 –17.8 –37.1
France (Banks)
Bayer 41.1 35.66 –2.11 –34.3 –0.8
Germany (Specialty Chemicals)
Sanofi-Aventis S.A. 75.6 41.25 –2.26 –6.0 –45.4
France (Pharmaceuticals)
GDF Suez 75.0 23.80 –2.30 –36.7 –5.9
France (Multiutilities)
Banco Bilbao Viz 45.1 8.64 –2.37 –22.5 –45.0
Spain (Banks)
UBS 37.5 12.63 –2.40 –35.2 –77.1
Switzerland (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.06% 0.69% 2.1% 4.6% -3.8%
Event Driven 0.07% 1.63% 4.2% 6.6% -21.6%
Equity Market Neutral 0.00% 0.11% -1.3% -3.3% -12.5%
Equity Long/Short -0.18% 0.36% 1.0% 0.5% -18.3%

*Estimates as of 07/09/09, 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 1.21 102.93% 0.02% 1.87 1.02 1.35

Eur. High Volatility: 11/1 2.27 106.46 0.04 3.89 2.03 2.70

Europe Crossover: 11/1 7.59 107.67 0.10 9.71 6.60 7.96

Asia ex-Japan IG: 11/1 1.97 106.78 0.04 3.84 1.58 2.44

Japan: 11/1 2.33 112.17 0.05 4.33 1.41 2.47

 Note: Data as of July 9

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

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Toyota considers closing
factory after GM pulls out

By Dana Cimilluca

And Guy Chazan

LONDON—Global mining giant
Anglo American PLC named vet-
eran executive Sir John Parker as its
new chairman, as the company
seeks to ward off an unwelcome ap-
proach from rival Xstrata PLC.

Sir John, who will take over the
chairmanship Aug. 1 from Sir Mark
Moody-Stuart, joins a com-
pany widely perceived to
be underperforming its ri-
vals in the sector—and
which angered sharehold-
ers by cutting its dividend
in February. Last month,
Anglo rejected Xstrata’s
proposed merger that
could displace Rio Tinto
as the world’s third-larg-
est miner by market value,
saying the terms were “to-
tally unacceptable.”

Sir John’s appointment has
raised questions as to whether some-
one with a fresh perspective will be
more receptive to Xstrata, which has
unsuccessfully sought negotiations
between the two companies. Ana-
lysts have also questioned whether
the company’s embattled chief exec-
utive, Cynthia Carroll, will enjoy the
support of a new chairman.

In an interview, Sir John said Ms.
Carroll has his “full support,” but
added that he would “hold manage-
ment accountable for delivering”
value. Stressing that he didn’t want
to make “judgments from the side-
lines,” he said of the rejection of the
Xstrata approach that “on the face
of it they’ve been well advised and
have taken the right decision.”

Anglo’s options in fending off
Xstrata may be limited though.

One option Anglo is consider-
ing is selling a minority stake in its
Minas-Rio iron-ore mine in Brazil,

possibly to an Asian entity, people
familiar with the matter said.
Such a move could help Anglo
boost its profits by speeding devel-
opment of the project. The chal-
lenge for the company in such a
move would be getting an accept-
able price. The company bought
Minas-Rio in a $6.7 billion deal in
2008. Any deal valuing the mine at
significantly less than that could

reinforce criticism of Ms.
Carroll’s leadership.

Investors welcomed Mr.
Parker’s appointment. “My
hope is that he will be more
responsive to shareholder
sentiment,” said Matt Bren-
zel, portfolio manager at
Cadiz African Harvest As-
set Management, a share-
holder in Anglo. “There’s a
big desire [among inves-
tors] for an Anglo-Xstrata
merger to go through.”

Some analysts said the arrival of
Sir John would increase the proba-
bility of a deal—either with Xstrata
or another big player, like Brazil’s
Cia. Vale do Rio Doce.

“We believe this appointment
weighs in favor of future dialogue be-
tween Anglo and another strategic
party,” said Michael Rawlinson at
Liberum Capital. He added, though,
that it “extends the timetable by
three to four months at the very
least,” since Sir John will need time
to assess the company.

Born in Northern Ireland into a
farming family, and with a back-
ground in shipbuilding, Sir John,
67 years old, is a widely respected
figure in British business. He has
chaired eight listed companies
and is currently chairman of U.K.
utility National Grid PLC, a post he
will retain.
 —Jeffrey Sparshott

contributed to this article.

Miner Anglo American
names a new chairman

Veolia’s U.S. transit deal
New Orleans system
looks for savings
with outsourcing

CORPORATE NEWS

Cynthia Carroll

By Kate Linebaugh

Toyota Motor Corp. said it is con-
sidering closing a vehicle-assembly
plant in California that it jointly op-
erates with General Motors Co. af-
ter the U.S. auto maker decided to
pull out.

“We need to determine whether
it can be economically feasible to
contract with Nummi without GM,”
Toyota said in a statement referring
to the plant, called New United Mo-
tor Manufacturing Inc. “Under the
current business circumstances,
Toyota regrettably must also con-
sider taking necessary steps to dis-
solve the joint venture.”

Nummi has mostly been a money-
losing operation since GM and Toy-
ota established the partnership in
1984. GM announced last month that
it was going to pull out of the plant,
where the auto maker produces the
Pontiac Vibe. Toyota said GM’s deci-
sion to end its involvement has
“prompted a set of difficult and com-
plex decisions for Toyota.”

Toyota, which posted its first an-
nual loss in 58 years last year, is
struggling with excess North Ameri-
can capacity and slowing vehicle
sales that will lead the company to
project another loss for this fiscal
year, ending March 31, 2010.

The decision on what to do with
Nummi involves weighing the politi-
cal sensitivity surrounding the
plant’s future against the economic
realities of the global auto industry.
Because of its location in the San
Francisco Bay area, the
4,600-worker Nummi facility is a
high-cost plant for the Japanese
auto maker.

Akio Toyoda, the 53-year-old
great-grandson of Toyota’s
founder, took over the company
last month. In his first news confer-
ence as Toyota president, he
pledged not to shutter any plants
despite difficulties in Japan, North
America and elsewhere.

Nummi makes the Pontiac Vibe
car for GM and the Corolla compact
car and Tacoma pickup truck for Toy-
ota. One of the plant’s purposes was
to have GM and American workers
learn Toyota’s production methods.
For Toyota, Nummi served as a
beachhead for it to push deeper into
the U.S. market and a learning lab to
figure out how to effectively use
American labor within the Japanese
company’s “lean manufacturing”
system. Toyota has since built more
than a dozen manufacturing facili-
ties in North America, including
seven plants that assemble most of
the company’s U.S.-sold vehicles.

By Christopher Conkey

New Orleans plans to outsource
nearly every aspect of its mass-tran-
sit system to a French company, an ap-
proach that could appeal to other
cash-strapped American cities look-
ing to cut spending without eliminat-
ing bus or rail services.

Under terms of a deal struck ear-
lier this month, the New Orleans Re-
gional Transit Authority will pay a
subsidiary of Veolia Environnement
about $56.3 million each year, and po-
tentially $600 million over the next
decade, to finance, manage and oper-
ate the city’s bus and streetcar lines.

The deal could save Norta—which
spends about $72 million a year to run
its system—as much as 30%, accord-
ing to Chairman Cesar Burgos.

“This is a model that will grow
jobs…and create an enormous oppor-
tunity for cities,” said Mark Joseph,
chief executive of Veolia’s transporta-
tion unit.

It is unusual for a big-city transit
agency in the U.S. to delegate so much
control to a private company, but the
New Orleans deal shows how far
some cities may go to preserve key
services as the recession drags on.
Across the country, the traditional
revenue streams that transit agencies
rely on are declining, but interest in

bus and rail service is growing. The
economic-stimulus package will even-
tually provide transit agencies an ad-
ditional $8.4 billion to bolster capital
needs, but that won’t solve the larger
challenge of paying for day-to-day op-
erations as labor costs rise.

Faced with a budget crunch, an in-
creasing number of cities may join
New Orleans in seeking to curb costs
by turning operations over to private
companies that can potentially run
systems more efficiently.

Officials in Savannah, Ga., are ne-
gotiating a similar contract with Veo-
lia to the one New Orleans worked
out. Patrick Shay, a board member of
the regional authority who has been
involved in the talks, says Savannah
needs help in areas ranging from soft-
ware to supply-chain management in
order to improve its bus system. “Veo-
lia can bring additional resources to
the table that we as a relatively small
system can’t,” Mr. Shay said.

In the Phoenix area, Valley Metro’s
new 30-kilometer light-rail line is be-
ing operated by private contractor Al-
ternate Concepts Inc., and the transit
authority plans 60 kilometers of new
rail service in the years ahead. Al-
ready, Valley Metro outsources its
bus services.

“We live, breathe and eat with our
contractors,” said Susan Tierney, a
Valley Metro spokeswoman.

In April, the transit authority in
Houston awarded a $1.5 billion con-
tract to Parsons Transportation
Group to build, operate and maintain
four new light-rail lines. Transit agen-
cies in Dallas and Fort Worth, Texas,

are seeking a private partner to fi-
nance, build, maintain and run a
100-kilometer passenger-rail net-
work starting in 2013.

Outsourcing, particularly the kind
of wholesale delegation coming to
New Orleans, can’t work for every
transit agency. In Los Angeles, the
Metropolitan Transit Authority con-
tracts out service on 21 of its 200 bus
lines at savings of roughly $45 per
hour of operation, according to
spokesman Rick Jager. Despite the
savings, Mr. Jager says the authority
has no further plans to outsource be-
cause labor agreements with its
unionized work force prevent it.

Many agencies with older systems
“can’t get off first base with contract-
ing because the labor unions are so
powerful,” said Cal Marsella, general
manager at Denver’s Regional Trans-
portation District. “It’s basically,
you’ll pay as much as we demand, or
we’ll shut the city down.”

Mr. Marsella’s authority out-
sources about 47% of its fixed-route
bus service to Veolia and Ohio-based
First Transit Inc. Buses operated by
the companies are on time at roughly
the same rate as the buses driven by
RTD employees, Mr. Marsella says,
but the privately run buses produce a
30% cost savings. Among the reasons:
Starting pay for bus drivers employed
by RTD is $15.49 per hour, versus
$12.25 for ones the companies hire.

In New Orleans, the city’s union-
ized bus drivers will become Veolia
employees, and their labor agree-
ments will be honored, Veolia’s Mr.
Joseph said.

www.goodentrepreneur.com

CNBC and Allianz have launched a competition to find entrepreneurs
with environmentally sustainable business concepts. Do you have an idea
that could lead to a greener future?

The winner will receive a cash prize, business support from Allianz and exposure
on CNBC. Entries must be received between 8 June and 31 July 2009.

Visit The Good Entrepreneur website to learn more.

All it takes is one good thought,
one good idea, to inspire the world.

Have you got a GOOD
idea that could change
the world?
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.81% 12 World -a % % 177.40 –0.50% –30.7% 5.00% 11 U.S. Select Dividend -b % % 493.76 –0.29% –23.3%

2.21% 14 Global Dow 1054.40 –0.47% –25.2% 1561.11 –0.74% –34.4% 4.69% 14 Infrastructure 1202.90 –0.05% –17.9% 1598.89 –0.31% –28.1%

3.37% 26 Stoxx 600 197.30 –1.08% –27.0% 205.38 –1.34% –36.1% 1.96% 6 Luxury 654.40 –0.48% –14.3% 773.45 –0.74% –24.9%

3.53% 17 Stoxx Large 200 211.80 –1.09% –27.5% 219.37 –1.35% –36.4% 7.24% 4 BRIC 50 319.90 –1.34% –23.7% 425.26 –1.60% –33.1%

2.54% -17 Stoxx Mid 200 181.20 –0.88% –24.6% 187.64 –1.15% –33.9% 4.59% 11 Africa 50 676.80 0.70% –29.2% 598.92 0.43% –37.9%

2.74% -28 Stoxx Small 200 111.80 –1.38% –24.8% 115.73 –1.64% –34.1% 3.87% 6 GCC % % 1271.84 0.03% –54.9%

3.35% 19 Euro Stoxx 212.30 –1.33% –29.6% 221.09 –1.59% –38.3% 3.53% 12 Sustainability 657.80 –0.55% –23.5% 774.22 –0.81% –32.9%

3.51% 14 Euro Stoxx Large 200 226.00 –1.34% –30.1% 233.86 –1.60% –38.7% 2.68% 11 Islamic Market -a % % 1546.22 –0.55% –29.4%

2.58% -12 Euro Stoxx Mid 200 200.90 –1.20% –27.8% 207.77 –1.47% –36.7% 2.98% 11 Islamic Market 100 1431.20 –0.34% –15.8% 1707.62 –0.60% –26.2%

2.82% 16 Euro Stoxx Small 200 121.20 –1.54% –26.3% 125.32 –1.80% –35.4% 2.98% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1086.80 –1.21% –29.3% 1296.68 –1.47% –38.0% 2.27% 12 DJ U.S. TSM % % 9000.28 –0.31% –28.8%

5.19% 9 Euro Stoxx Select Div 30 1253.20 –1.56% –39.6% 1500.99 –1.82% –47.1% % DJ-UBS Commodity 112.60 –0.45% –43.7% 113.99 –0.71% –50.7%

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

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

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

Australia 1.2870 2.0855 1.1856 0.1627 0.0394 0.1976 0.0140 0.3226 1.7941 0.2410 1.1060 ...

 Canada 1.1637 1.8856 1.0720 0.1471 0.0356 0.1787 0.0126 0.2917 1.6222 0.2179 ... 0.9042

 Denmark 5.3404 8.6535 4.9197 0.6753 0.1633 0.8199 0.0579 1.3388 7.4447 ... 4.5893 4.1495

 Euro 0.7173 1.1624 0.6608 0.0907 0.0219 0.1101 0.0078 0.1798 ... 0.1343 0.6165 0.5574

 Israel 3.9890 6.4638 3.6748 0.5044 0.1220 0.6124 0.0433 ... 5.5609 0.7470 3.4280 3.0995

 Japan 92.2250 149.4414 84.9608 11.6623 2.8201 14.1595 ... 23.1198 128.5663 17.2695 79.2549 71.6588

 Norway 6.5133 10.5542 6.0003 0.8236 0.1992 ... 0.0706 1.6328 9.0799 1.2196 5.5973 5.0608

 Russia 32.7026 52.9913 30.1268 4.1354 ... 5.0209 0.3546 8.1982 45.5891 6.1237 28.1035 25.4099

 Sweden 7.9080 12.8140 7.2851 ... 0.2418 1.2141 0.0857 1.9824 11.0241 1.4808 6.7958 6.1445

 Switzerland 1.0855 1.7589 ... 0.1373 0.0332 0.1667 0.0118 0.2721 1.5132 0.2033 0.9328 0.8434

 U.K. 0.6171 ... 0.5685 0.0780 0.0189 0.0947 0.0067 0.1547 0.8603 0.1156 0.5303 0.4795

 U.S. ... 1.6204 0.9212 0.1265 0.0306 0.1535 0.0108 0.2507 1.3940 0.1873 0.8594 0.7770

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 338.00 –2.00 –0.59% 707.00 302.00
Soybeans (cents/bu.) CBOT 917.00 1.00 0.11% 1,557.50 670.00
Wheat (cents/bu.) CBOT 518.75 –3.50 –0.67 1,072.00 512.00
Live cattle (cents/lb.) CME 83.475 unch. unch. 117.500 78.075
Cocoa ($/ton) ICE-US 2,645 –2 –0.08 3,237 1,950
Coffee (cents/lb.) ICE-US 114.40 –1.25 –1.08 183.30 109.00
Sugar (cents/lb.) ICE-US 17.27 0.17 0.99 18.09 11.05
Cotton (cents/lb.) ICE-US 62.45 1.32 2.16 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,010.00 –37 –1.81 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,709 9 0.53 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,362 10 0.74 2,324 1,250

Copper (cents/lb.) COMEX 221.15 –2.60 –1.16 375.35 129.55
Gold ($/troy oz.) COMEX 912.50 –3.70 –0.40 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1264.50 –29.00 –2.24 2,009.00 886.00
Aluminum ($/ton) LME 1,564.50 –5.50 –0.35 3,340.00 1,288.00
Tin ($/ton) LME 12,320.00 –880.00 –6.67 23,700.00 9,750.00
Copper ($/ton) LME 4,825.00 5.00 0.10 8,290.00 2,815.00
Lead ($/ton) LME 1,610.00 –10.00 –0.62 2,225.00 870.00
Zinc ($/ton) LME 1,492.50 –14.50 –0.96 2,034.50 1,065.00
Nickel ($/ton) LME 14,570 –480 –3.19 21,845 9,000

Crude oil ($/bbl.) NYMEX 60.88 –0.61 –0.99 142.60 44.28
Heating oil ($/gal.) NYMEX 1.5335 –0.0009 –0.06 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 1.6444 –0.0141 –0.85 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.373 –0.035 –1.03 12.038 3.337
Brent crude ($/bbl.) ICE-EU 60.66 –0.67 –1.09 134.00 44.13
Gas oil ($/ton) ICE-EU 485.75 –5.00 –1.02 1,267.00 401.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 10
Per In

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

Argentina peso-a 5.3085 0.1884 3.8080 0.2626

Brazil real 2.7970 0.3575 2.0064 0.4984

Canada dollar 1.6222 0.6165 1.1637 0.8594
1-mo. forward 1.6219 0.6166 1.1635 0.8595

3-mos. forward 1.6214 0.6167 1.1631 0.8598
6-mos. forward 1.6209 0.6169 1.1627 0.8600

Chile peso 768.82 0.001301 551.50 0.001813
Colombia peso 2949.95 0.0003390 2116.10 0.0004726

Ecuador US dollar-f 1.3940 0.7173 1 1
Mexico peso-a 19.0868 0.0524 13.6917 0.0730

Peru sol 4.2219 0.2369 3.0285 0.3302
Uruguay peso-e 32.300 0.0310 23.170 0.0432

U.S. dollar 1.3940 0.7173 1 1
Venezuela bolivar 2.99 0.334063 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7941 0.5574 1.2870 0.7770
China yuan 9.5251 0.1050 6.8327 0.1464

Hong Kong dollar 10.8043 0.0926 7.7503 0.1290
India rupee 67.9878 0.0147 48.7700 0.0205

Indonesia rupiah 14139 0.0000707 10143 0.0000986
Japan yen 128.57 0.007778 92.23 0.010843

1-mo. forward 128.52 0.007781 92.19 0.010847
3-mos. forward 128.44 0.007786 92.13 0.010854

6-mos. forward 128.27 0.007796 92.01 0.010868
Malaysia ringgit-c 4.9872 0.2005 3.5775 0.2795

New Zealand dollar 2.2184 0.4508 1.5913 0.6284
Pakistan rupee 113.894 0.0088 81.700 0.0122

Philippines peso 67.207 0.0149 48.210 0.0207
Singapore dollar 2.0413 0.4899 1.4643 0.6829

South Korea won 1794.00 0.0005574 1286.90 0.0007771
Taiwan dollar 46.073 0.02170 33.050 0.03026
Thailand baht 47.502 0.02105 34.075 0.02935

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

Euro zone euro 1 1 0.7173 1.3940

1-mo. forward 0.9999 1.0001 0.7173 1.3941

3-mos. forward 1.0001 0.9999 0.7174 1.3940

6-mos. forward 1.0002 0.9998 0.7174 1.3938

Czech Rep. koruna-b 26.037 0.0384 18.677 0.0535

Denmark krone 7.4447 0.1343 5.3404 0.1873

Hungary forint 277.35 0.003606 198.96 0.005026

Norway krone 9.0799 0.1101 6.5133 0.1535

Poland zloty 4.3700 0.2288 3.1348 0.3190

Russia ruble-d 45.589 0.02194 32.703 0.03058

Sweden krona 11.0241 0.0907 7.9080 0.1265

Switzerland franc 1.5132 0.6608 1.0855 0.9212

1-mo. forward 1.5127 0.6611 1.0851 0.9216

3-mos. forward 1.5113 0.6617 1.0841 0.9224

6-mos. forward 1.5091 0.6626 1.0825 0.9238

Turkey lira 2.1643 0.4621 1.5525 0.6441

U.K. pound 0.8603 1.1624 0.6171 1.6204

1-mo. forward 0.8604 1.1623 0.6172 1.6203

3-mos. forward 0.8605 1.1621 0.6173 1.6200

6-mos. forward 0.8606 1.1619 0.6174 1.6198

MIDDLE EAST/AFRICA
Bahrain dinar 0.5255 1.9028 0.3770 2.6527

Egypt pound-a 7.7886 0.1284 5.5870 0.1790

Israel shekel 5.5609 0.1798 3.9890 0.2507

Jordan dinar 0.9884 1.0118 0.7090 1.4104

Kuwait dinar 0.4005 2.4967 0.2873 3.4805

Lebanon pound 2101.53 0.0004758 1507.50 0.0006634

Saudi Arabia riyal 5.2282 0.1913 3.7504 0.2666

South Africa rand 11.4556 0.0873 8.2175 0.1217

United Arab dirham 5.1203 0.1953 3.6730 0.2723

SDR -f 0.9014 1.1094 0.6466 1.5466

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.

 26 EUROPE DJ Stoxx 600 197.25 –2.16 –1.08% 0.2% –27.0%

 14 DJ Stoxx 50 2016.25 –24.54 –1.20 –2.4% –26.8%

 19 Euro Zone DJ Euro Stoxx 212.34 –2.86 –1.33 –4.7% –29.6%

 16 DJ Euro Stoxx 50 2281.47 –32.40 –1.40 –6.9% –28.7%

 8 Austria ATX 1960.10 –15.29 –0.77 12.0% –44.7%

 12 Belgium Bel-20 1964.24 –4.45 –0.23 2.9% –33.6%

 8 Czech Republic PX 888.7 –1.8 –0.20 3.6% –38.5%

 15 Denmark OMX Copenhagen 262.82 –1.32 –0.50 16.2% –28.7%

 11 Finland OMX Helsinki 5351.64 –63.05 –1.16 –1.0% –35.2%

 11 France CAC-40 2983.10 –42.84 –1.42 –7.3% –27.3%

 18 Germany DAX 4576.31 –53.76 –1.16 –4.9% –25.6%

 … Hungary BUX 14325.71 –261.08 –1.79 17.0% –29.6%

 8 Ireland ISEQ 2572.98 –63.37 –2.40 9.8% –41.7%

 8 Italy FTSE MIB 17836.99 –321.57 –1.77 –8.3% –35.6%

 9 Netherlands AEX 243.20 –3.91 –1.58 –1.1% –38.0%

 8 Norway All-Shares 309.72 –6.28 –1.99 14.6% –38.7%

 17 Poland WIG 29611.48 –329.17 –1.10 8.8% –23.9%

 14 Portugal PSI 20 6942.81 –99.93 –1.42 9.5% –17.9%

 … Russia RTSI 835.23 –49.71 –5.62% 32.2% –61.5%

 9 Spain IBEX 35 9344.9 –98.2 –1.04 1.6% –17.9%

 15 Sweden OMX Stockholm 237.71 –1.39 –0.58 16.4% –9.5%

 11 Switzerland SMI 5237.81 –67.58 –1.27 –5.4% –21.1%

 9 Turkey ISE National 100 36780.49 –207.19 –0.56 36.9% 5.1%

 10 U.K. FTSE 100 4127.17 –31.49 –0.76 –6.9% –21.6%

 21 ASIA-PACIFIC DJ Asia-Pacific 104.05 0.21 0.20% 11.2% –24.4%

 … Australia SPX/ASX 200 3794.1 30.8 0.82 1.9% –23.8%

 29 China CBN 600 27005.95 24.83 0.09 82.9% 14.0%

 15 Hong Kong Hang Seng 17708.42 –82.17 –0.46 23.1% –20.2%

 16 India Sensex 13504.22 –253.24 –1.84 40.0% 0.3%

 … Japan Nikkei Stock Average 9287.28 –3.78 –0.04 4.8% –28.8%

 … Singapore Straits Times 2307.98 0.37 0.02 31.0% –21.1%

 11 South Korea Kospi 1428.62 –2.27 –0.16 27.0% –8.9%

 14 AMERICAS DJ Americas 228.80 –0.84 –0.37 1.2% –30.2%

 … Brazil Bovespa 49220.78 43.23 0.09 31.1% –18.2%

 16 Mexico IPC 23656.26 21.99 0.09 5.7% –14.3%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 10, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.00% 16 ALL COUNTRY (AC) WORLD* 235.78 0.56% 3.6% –33.7%

3.00% 17 World (Developed Markets) 926.60 0.59% 0.7% –33.9%

2.70% 18 World ex-EMU 109.07 0.46% 1.4% –32.5%

2.80% 19 World ex-UK 925.00 0.51% 0.1% –33.3%

3.80% 16 EAFE 1,261.18 0.76% 1.9% –35.9%

2.90% 14 Emerging Markets (EM) 741.75 0.31% 30.8% –31.8%

4.40% 11 EUROPE 69.53 0.71% 0.1% –31.3%

4.60% 12 EMU 138.03 1.37% –2.9% –40.8%

4.10% 13 Europe ex-UK 75.85 0.68% –2.2% –31.1%

5.50% 9 Europe Value 76.75 0.77% –1.0% –32.9%

3.30% 15 Europe Growth 61.22 0.65% 1.3% –29.7%

3.50% 12 Europe Small Cap 120.86 0.43% 19.7% –31.1%

2.70% 7 EM Europe 189.34 –0.49% 19.2% –53.8%

5.00% 8 UK 1,236.41 0.43% –6.0% –25.8%

3.10% 13 Nordic Countries 108.20 0.26% 10.3% –34.2%

2.00% 6 Russia 498.02 –0.64% 20.8% –65.6%

4.20% 10 South Africa 603.32 0.57% 4.2% –15.8%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 315.63 0.33% 27.6% –26.6%

1.70%-117 Japan 537.48 –1.61% 1.4% –35.6%

2.40% 16 China 53.68 0.74% 31.6% –13.5%

1.10% 18 India 541.28 0.16% 46.6% –0.6%

1.30% 20 Korea 396.31 0.02% 29.1% –13.5%

4.40% 29 Taiwan 245.65 1.30% 41.7% –16.4%

2.20% 22 US BROAD MARKET 970.27 0.36% –1.2% –31.1%

1.60% -40 US Small Cap 1,250.85 0.19% 0.3% –30.9%

3.50% 13 EM LATIN AMERICA 2,786.05 –0.37% 34.1% –41.4%

*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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Hubs secure their spokes
U.S. airports step up
incentives so routes,
carriers don’t take off

Continental is cleared
to join global alliance

Lufthansa takeover faces hurdles

Port officials in Portland, Ore., say direct Tokyo flights generate $61.2 million in
annual economic impact to the region.

By Susan Carey

The U.S. Department of Transpor-
tation gave final approval for Conti-
nental Airlines Inc. to enter a coop-
erative agreement with nine other
airlines for international routes,
largely brushing aside concerns
from the Justice Department.

The DOT order came two weeks
after the Justice Department
blasted the plan as harmful to con-
sumers and competition. The order
gave the Star Alliance airlines
nearly everything they wanted and
imposed only modest concessions.

The DOT, which has sole authority
to give antitrust immunity to interna-
tional airline cooperation pacts,
granted a provisional go-ahead to the
plan in early April and had been ex-
pected to issue its final order on June
1. But behind-the-scenes wrangling
with new appointees at the Justice
Department delayed the timetable.

The Justice Department weighed
inlatelastmonthwithalengthystate-
ment of concerns, and called for the
DOT to scale back the plan. It asked
that the airlines be limited to cooper-
ating in trans-Atlantic markets and
thatoverseas routeswheretheyoffer
overlapping service be excluded.

Justice Department officials also
raised concerns about international
cooperation spilling over and taint-
ing the planned domestic code-shar-
ing relationship between Continen-
tal and UAL Corp.’s United Airlines.
Sucharrangements, in which airlines
feedeach other passengers, aren’tal-
lowed to involve fares or capacity be-
cause that would be collusive.

“We are pleased that DOT ad-
dressedsomeofourantitrustconcerns
about competition in certain overlap-
pingmarkets,”saidDepartmentofJus-
tice spokeswoman Gina Talamona.

“The department ... recognizes that
DOT is the final decision maker on air-
line antitrust immunity issues.”

Some observers saw the Justice
Department’s belated broadside as
the latest sign of tougher antitrust
scrutiny under the new Democratic
administration. The department al-
ready is looking into whether large
telecommunications companies are
abusing their market power, investi-
gating Google Inc.’s settlement with
authors and publishers over its Book
Search product and targeting pay-
ments pharmaceutical producers
sometimesmaketogeneric-drugmak-
ers to delay cheap copies of medicine.

While the DOT didn’t bend as
much as some in the airline industry
anticipated,the objectionby the Jus-
tice Department was viewed by
some as a sign that the department
intends to try to curb an airline
model that has been accepted prac-
tice for nearly two decades.

The DOT’s order could bode well
for AMR Corp.’s American Airlines,
which is seeking immunity so it can
more closely cooperate with British
Airways PLC and Iberia Lineas
Aereas de Espana SA across the At-
lantic. American is hoping the DOT
will render a decisionby late October.

The DOT said it gave Continental
antitrust immunity to join Star and
participate in a four-carrier joint
venture within the alliance because
it will support increased service in
international markets, shorten
travel times and reduce fares. The
four-way venture will allow Conti-
nental, United, Deutsche Lufthansa
AG and ACE Aviation Holdings Inc.’s
Air Canada to jointly set capacity,
sales and marketing and share reve-
nue in many international markets.

—Elizabeth Williamson
contributed to this article.

By Peppi Kiviniemi

Deutsche Lufthansa AG’s
chances of taking over troubled Aus-
trian Airlines are fading fast after
the European Commission said Fri-
day it is unlikely to receive antitrust
clearance before a deadline at the
end of July.

A Lufthansa deal would keep the
ailing Austrian Airlines from failing.
But Lufthansa has said the deal
hinges on approval from the commis-
sion—which is concerned that the
combined airline would have too big
a share of some key European routes.

The airline submitted an infor-
mal proposal of antitrust remedies
to the commission Friday, but failed
to adequately address the commis-
sion’s concerns, said Jonathan Todd,
the commission spokesman for com-
petition issues. “Regrettably, these
revised remedies are worse than
what was offered before,” he said.

The commission won’t be in a po-
sition to make a decision by the end
of the month, which Lufthansa has
said is a paramount condition for
the deal, “unless there is a miracle,”
said Mr. Todd.

A Lufthansa spokeswoman said
the airline already made far-reach-
ing concessions to European regula-
tors years back when it formed a co-
operative alliance with Austrian Air-
lines.If the Œ4.49 ($6.25) a share of-
fer were to fall through, it wouldn’t
necessarily be bad news for
Lufthansa, said Merck Finck analyst
Robert Heberger. The deal might of-
fer more risks than opportunities in
the current environment, he added.

“We are in constant contact with
both Lufthansa and the European
Commission, and we are convinced
that they are both working hard to
reach a solution,” said Daniel Kapp,
spokesman for Austrian Finance
Minister Josef Pröll. “It is our clear

impression that both sides are work-
ing towards a compromise.”

Should the sale fail, Austrian Air-
lines could eventually have to file
for insolvency. Austrian Airlines re-
ported a net loss of Œ429.5 million in
2008, and another of Œ88.1 million
in the first quarter of 2009. It has re-
ceived a Œ200 million bridge loan
from the Austrian state to help keep
it afloat until the closing of the sale.

Austrian Airlines Chief Executive
Andreas Bierwirth has previously es-
timated that the airline will need to
shed half of its roughly 100 aircraft
to regain profitability without
Lufthansa. Peter Michaelis, head of
the state holding company that is the
controlling shareholder of Austrian
Airlines, said: “What would be left
wouldn’t be an Austrian Airlines. It
would rather be Vienna Airlines.”
 —Flemming Hansen in Vienna

and Erin Fines in Frankfurt
contributed to this article.

CORPORATE NEWS

By Joel Millman

And Mike Esterl

PORTLAND, Ore.—Portland is
one of a handful of cities willing to
pay big bucks to keep it connected
with the rest of the world.

The city’s port authority voted
last week to make a one-time cash
payment of $3.5 million to Delta Air
Lines Inc. to maintain the city’s only
direct link to Asia, a daily nonstop
flight to Tokyo that the carrier had
planned to terminate in September.

Deutsche Lufthansa AG con-
firmed last week that it would end
its Portland-Frankfurt route in Sep-
tember because it wasn’t profitable,
leaving Delta’s nonstop to Amster-
dam as Portland’s sole direct link to
Europe. Last year Portland lost its
only scheduled nonstop service to
Latin America, a Mexicana Airlines
flight to Guadalajara.

Smaller cities in the U.S. are
ramping up subsidies to keep air-
lines from cutting routes as a stiff re-
cession sends air traffic tumbling.
“Airports are desperate,” said Brian
Busey, co-leader of the aviation prac-
tice at the law firm Morrison Foer-
ster LLP in Washington.

Incentive programs have be-
come increasingly common in re-
cent years as airports and communi-
ties recruit carriers to fly routes
that wouldn’t otherwise be profit-
able. A longstanding federal pro-
gram also provides funding to con-
nect small cities by air.

But the Portland pact with Delta
points to a new trend in which air-
ports are giving away money to sim-
ply retain airline routes rather than
recruit new ones. The direct pay-
ment also departs from typical deals
that waive landing fees, share in
marketing expenses or provide reve-
nue guarantees.

Peter Kirsch, a partner at Kaplan
Kirsch & Rockwell LLP in Denver,
said his law firm is advising “sev-
eral” U.S. airports on possible reten-
tion deals with airlines on domestic
and international routes. Portland’s
pact extends Delta’s Tokyo service
until May.

In lobbying for the deal, Port of

Portland officials said direct To-
kyo flights generate $61.2 million
in annual economic impacts to the
region, helping local companies
more effectively compete in the
global marketplace.

David Zielke, Port of Portland’s
manager for air services, told port
commissioners the pact would al-
low Portland to continue being the
country’s smallest city with both
trans-Pacific and trans-Atlantic air
links. The city has about 575,000 res-
idents, with a metro-area popula-
tion of more than two million.

Recession-battered airlines are
expected to post $9 billion in losses
globally this year, including a $1 bil-
lion loss among North American air-
lines, according to the International
Air Transport Association. Passen-
ger revenue globally and in the U.S.
fell about 30% in May from a year
earlier.

Airlines are continuing to scale
back flights to trim losses. Seat ca-
pacity has shrunk by more than 5%
since last year. But midsize airports
have suffered a particularly steep
falloff in international passenger
traffic. Scheduled cross-border
flights at such U.S. airports—includ-
ing Portland’s—are down 25% this
month from a year earlier, accord-
ing to the Airports Council Interna-
tional-North America, an umbrella
group for airports.

Major airlines’ traffic through

Portland declined nearly 6% last year
to less than 10 million passengers,
said Bill Wyatt, executive director of
the Port of Portland. Through the
first six months of 2009, traffic was
down 13% from a year earlier, he said.

Tucson International Airport in
Arizona is weighing an incentive pro-
gram to try to restart cross-border
flights. Despite its name, the airport
hasn’t had any international routes
since Aeromexico stopped flying to
Hermosillo, Mexico, in September.

Pittsburgh International Airport
inked a pact with Delta in February
to launch service to Paris—the city’s
first direct European link in several
years. To attract Delta, the airport
authority agreed to waive landing
fees for two years and kick in
$300,000 in marketing funds. A lo-
cal economic-development group
provided revenue guarantees.

Such incentives are “especially
important given the current eco-
nomic recession,” said Deborah
McElroy, a vice president of policy
in Washington at Airports Council
International, the industry group.

To pass muster with the Federal
Aviation Authority, Portland
wasn’t allowed to use airport reve-
nue to pay Delta. The money will
come from general funds of the
Port of Portland. It also would have
to offer the same financial support
to any other carrier that wants to
offer the service.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/07 SAR 5.31 12.1 –45.4 NS

EFG-Hermes Telecom OT EQ BMU 05/29 USD 27.89 8.8 –21.6 –9.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/09 USD 299.54 22.0 –1.8 –0.3

Sel Emerg Mkt Equity GL EQ GGY 07/09 USD 165.08 26.0 –28.7 –19.0

Sel Euro Equity EUR US EQ GGY 07/08 EUR 76.43 2.6 –31.9 –31.7

Sel European Equity EU EQ GGY 07/09 USD 142.57 3.7 –40.2 –30.8

Sel Glob Equity GL EQ GGY 07/09 USD 151.59 5.5 –33.4 –28.4

Sel Glob Fxd Inc GL BD GGY 07/09 USD 132.17 2.5 –10.7 –2.5

Sel Pacific Equity AS EQ GGY 07/09 USD 108.13 19.6 –29.2 –19.5

Sel US Equity US EQ GGY 07/09 USD 100.76 0.0 –30.1 –24.6

Sel US Sm Cap Eq US EQ GGY 07/09 USD 134.33 2.7 –31.7 –29.3

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 07/03 USD 46.41 35.9 –26.1 –15.4

LG Asian Plus AS EQ CYM 07/03 USD 46.70 23.6 –24.9 –17.0

LG Asian SmallerCo's AS EQ BMU 07/09 USD 77.07 39.7 –25.6 –33.4

LG India EA EQ MUS 07/09 USD 46.86 46.9 –4.8 –16.0

Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/09 EUR 23.33 –11.1 –53.8 –47.7

MP-TURKEY.SI OT OT SVN 07/09 EUR 25.99 33.1 –18.0 –30.0

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

Eastern European Bond Fund OT OT LVA 07/09 USD 12.47 43.0 –11.6 –4.0

Parex Caspian Sea Eq EU EQ LVA 07/09 EUR 2.72 29.5 –67.3 –48.5

Parex Eastern Europ Bd EU BD LVA 07/09 USD 12.47 43.0 –11.6 –4.0

Parex Russian Eq EE EQ LVA 07/09 USD 13.90 60.5 –53.6 –27.3

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 07/10 USD 136.65 23.2 –24.9 –20.9

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/10 USD 130.57 22.7 –25.5 –21.6

PF (LUX)-Biotech-Pca OT EQ LUX 07/09 USD 261.93 –8.1 –24.2 –7.4

PF (LUX)-CHF Liq-Pca CH MM LUX 07/09 CHF 124.14 0.1 0.6 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 07/09 CHF 93.70 0.1 0.6 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/09 USD 92.55 13.8 –15.3 –14.3

PF (LUX)-East Eu-Pca EU EQ LUX 07/09 EUR 199.02 49.0 –49.2 –36.0

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/10 USD 119.46 28.2 –34.5 –23.5

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/10 USD 394.13 29.5 –34.8 –23.2

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/09 EUR 79.27 3.7 –27.2 –26.9

PF (LUX)-EUR Bds-Pca EU BD LUX 07/09 EUR 374.90 0.4 5.2 2.6

PF (LUX)-EUR Bds-Pdi EU BD LUX 07/09 EUR 285.29 0.4 5.2 2.6

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/09 EUR 137.41 10.0 6.6 2.5

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/09 EUR 96.60 10.0 6.5 2.5

PF (LUX)-EUR HiYld-Pca EU BD LUX 07/09 EUR 118.01 30.9 –10.3 –11.4

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/09 EUR 68.41 30.9 –10.3 –11.4

PF (LUX)-EUR Liq-Pca EU MM LUX 07/09 EUR 135.70 0.8 2.4 2.9

PF (LUX)-EUR Liq-Pdi EU MM LUX 07/09 EUR 97.79 0.8 2.4 2.9

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/09 EUR 102.36 0.5 2.1 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/09 EUR 101.00 0.5 2.1 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 07/09 EUR 325.14 6.3 –29.7 –31.1

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/09 EUR 104.22 3.0 –27.5 –29.5

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/09 USD 217.25 14.7 9.0 6.4

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/09 USD 147.80 14.7 9.0 6.4

PF (LUX)-Gr China-Pca AS EQ LUX 07/10 USD 285.81 34.4 –12.6 –12.8

PF (LUX)-Indian Eq-Pca EA EQ LUX 07/10 USD 261.54 36.5 –17.5 –16.9

PF (LUX)-Jap Index-Pca JP EQ LUX 07/10 JPY 8333.71 2.3 –33.1 –30.1

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/10 JPY 7326.14 0.3 –37.0 –34.5

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/10 JPY 7127.38 0.0 –37.4 –35.0

PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/10 JPY 4137.32 5.4 –31.6 –30.2

PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/10 USD 192.08 21.3 –28.5 –19.5

PF (LUX)-Piclife-Pca CH BA LUX 07/09 CHF 713.78 3.5 –7.5 –10.0

PF (LUX)-PremBrnds-Pca OT EQ LUX 07/09 EUR 48.47 9.8 –16.9 –25.9

PF (LUX)-Rus Eq-Pca OT OT LUX 07/09 USD 37.09 62.4 –59.7 NS

PF (LUX)-Security-Pca GL EQ LUX 07/09 USD 80.13 12.1 –13.1 –17.4

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/09 EUR 363.52 11.4 –28.2 –29.7

PF (LUX)-US Eq-Ica US EQ LUX 07/09 USD 81.92 0.3 –28.9 –20.8

PF (LUX)-USA Index-Pca US EQ LUX 07/09 USD 71.40 –1.5 –27.9 –23.0

PF (LUX)-USD Gov Bds-Pca US BD LUX 07/09 USD 508.18 –4.2 5.3 7.3

PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/09 USD 372.89 –4.2 5.3 7.3

PF (LUX)-USD Liq-Pca US MM LUX 07/09 USD 130.85 0.5 1.4 2.4

PF (LUX)-USD Liq-Pdi US MM LUX 07/09 USD 85.44 0.5 1.4 2.4

PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/09 USD 101.57 0.3 1.5 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/09 USD 100.85 0.3 1.5 NS

PF (LUX)-Water-Pca GL EQ LUX 07/09 EUR 104.84 1.8 –17.9 –20.2

PF (LUX)-WldGovBds-Pca GL BD LUX 07/10 USD 161.67 –1.9 4.6 9.5

PF (LUX)-WldGovBds-Pdi GL BD LUX 07/10 USD 133.82 –1.9 4.6 9.5

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/09 USD 42.46 2.3 –54.9 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 07/06 USD 10.49 33.8 –12.9 –17.1

Japan Fund USD JP EQ IRL 07/10 USD 15.61 6.3 1.9 –8.9

Polar Healthcare Class I USD OT OT IRL 07/08 USD 10.63 NS NS NS

Polar Healthcare Class R USD OT OT IRL 07/08 USD 10.64 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 05/29 USD 127.43 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6

Europn Conviction USD B EU EQ CYM 05/29 USD 134.28 6.3 12.7 11.8

Europn Forager USD B OT OT CYM 05/29 USD 195.65 9.3 –5.5 –2.9

Latin America USD A GL EQ CYM 05/29 USD 14.30 2.2 –4.7 14.7

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

UK Fund USD A OT OT CYM 05/29 USD 179.87 8.5 7.9 4.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/02 USD 92.56 60.4 –26.5 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/09 EUR 545.02 –3.3 –30.0 NS

Core Eurozone Eq B EU EQ IRL 07/09 EUR 647.81 –1.5 –28.4 NS

Euro Fixed Income A EU BD IRL 07/09 EUR 1164.61 2.9 –3.2 –3.5

Euro Fixed Income B EU BD IRL 07/09 EUR 1239.75 3.2 –2.6 –2.9

Euro Small Cap A EU EQ IRL 07/09 EUR 931.86 9.9 –32.3 –35.2

Euro Small Cap B EU EQ IRL 07/09 EUR 995.34 10.3 –31.9 –34.8

Eurozone Agg Eq A EU EQ IRL 07/09 EUR 506.58 1.9 –30.4 –31.2

Eurozone Agg Eq B EU EQ IRL 07/09 EUR 725.93 2.3 –30.0 –30.7

Glbl Bd (EuroHdg) A GL BD IRL 07/09 EUR 1280.96 7.0 0.9 0.5

Glbl Bd (EuroHdg) B GL BD IRL 07/09 EUR 1355.76 7.3 1.6 1.1

Glbl Bd A EU BD IRL 07/09 EUR 1042.64 6.3 9.5 1.0

Glbl Bd B EU BD IRL 07/09 EUR 1106.79 6.7 10.2 1.6

Glbl Real Estate A OT EQ IRL 07/09 USD 651.78 –2.2 –40.2 –31.8

Glbl Real Estate B OT EQ IRL 07/09 USD 670.02 –1.9 –39.8 –31.4

Glbl Real Estate EH-A OT EQ IRL 07/09 EUR 599.47 –4.4 –39.0 –32.9

Glbl Real Estate SH-B OT EQ IRL 07/09 GBP 56.11 –5.4 –39.7 –32.6

Glbl Strategic Yield A EU BD IRL 07/09 EUR 1348.77 19.3 –7.3 –5.2

Glbl Strategic Yield B EU BD IRL 07/09 EUR 1439.23 19.7 –6.7 –4.6

Japan Equity A JP EQ IRL 07/09 JPY 11154.00 7.9 –30.1 –30.0

Japan Equity B JP EQ IRL 07/09 JPY 11854.00 8.3 –29.6 –29.6

PacBasn (Ex-Jap) Eq A AS EQ IRL 07/09 USD 1684.29 31.0 –19.9 –18.4

PacBasn (Ex-Jap) Eq B AS EQ IRL 07/09 USD 1792.33 31.4 –19.4 –17.9

Pan European Eq A EU EQ IRL 07/09 EUR 743.29 3.4 –30.2 –29.8

Pan European Eq B EU EQ IRL 07/09 EUR 790.09 3.8 –29.9 –29.4

US Equity A US EQ IRL 07/09 USD 683.33 2.1 –30.3 –23.2

US Equity B US EQ IRL 07/09 USD 729.57 2.5 –29.9 –22.8

US Small Cap A US EQ IRL 07/09 USD 994.19 –1.1 –31.6 –26.6

US Small Cap B US EQ IRL 07/09 USD 1062.05 –0.8 –31.2 –26.2

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/10 SEK 62.21 3.4 –30.7 –31.9

Choice Japan Fd JP EQ LUX 07/10 JPY 45.69 1.6 –33.5 –32.0

Choice Jpn Chance/Risk JP EQ LUX 07/10 JPY 46.88 4.7 –38.2 –33.5

Choice NthAmChance/Risk US EQ LUX 07/10 USD 3.09 10.2 –35.2 –22.9

Europe 2 Fd OT OT LUX 06/12 EUR 0.79 14.1 –33.2 –28.9

Europe 3 Fd EU EQ LUX 07/10 EUR 3.18 4.2 –32.9 –32.9

Global Chance/Risk Fd GL EQ LUX 07/10 EUR 0.48 1.6 –26.8 –27.1

Global Fd GL EQ LUX 07/10 USD 1.68 0.8 –34.7 –26.1

Intl Mixed Fd -C- OT OT LUX 06/12 USD 23.70 3.2 –25.2 –14.3

Intl Mixed Fd -D- OT OT LUX 06/12 USD 16.49 3.2 –25.3 –14.3

Wireless Fd OT OT LUX 06/12 EUR 0.12 28.0 –21.0 –19.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/10 USD 5.91 30.4 –16.6 –17.9

Currency Alpha EUR -IC- OT OT LUX 07/10 EUR 10.60 –2.8 0.1 1.8

Currency Alpha EUR -RC- OT OT LUX 07/10 EUR 10.52 –3.1 –0.3 1.4

Currency Alpha SEK -ID- OT OT LUX 07/10 SEK 98.70 –6.6 –3.9 NS

Currency Alpha SEK -RC- OT OT LUX 07/10 SEK 115.87 –3.1 –0.3 1.4

Generation Fd 80 OT OT LUX 07/10 SEK 6.85 7.3 –13.3 NS

Nordic Focus EUR NO EQ LUX 07/10 EUR 58.14 16.5 –29.1 NS

Nordic Focus NOK NO EQ LUX 07/10 NOK 65.79 16.5 –29.1 NS

Nordic Focus SEK NO EQ LUX 07/10 SEK 68.19 16.5 –29.1 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/10 USD 1.43 2.8 –29.6 –24.1

Ethical Global Fd GL EQ LUX 07/10 USD 0.63 5.2 –30.6 –25.6

Ethical Sweden Fd NO EQ LUX 07/10 SEK 33.14 20.2 –5.1 –18.1

Europe Fd OT OT LUX 06/12 USD 1.78 8.8 –25.8 –24.9

Index Linked Bd Fd SEK OT BD LUX 07/10 SEK 12.83 0.8 3.3 5.4

Medical Fd OT EQ LUX 07/10 USD 2.72 –5.1 –22.6 –14.5

Short Medium Bd Fd SEK NO MM LUX 07/10 SEK 8.80 1.0 2.2 2.8

Technology Fd OT EQ LUX 07/10 USD 1.96 25.8 –17.8 –15.3

World Fd NO BA LUX 07/10 USD 1.71 6.4 –27.7 –20.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/10 EUR 1.27 0.1 0.4 1.4

Short Bond Fd SEK NO MM LUX 07/10 SEK 21.90 1.6 2.3 2.9

Short Bond Fd USD US MM LUX 07/10 USD 2.49 –0.2 0.6 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/09 SEK 10.12 0.6 –0.5 0.6

Alpha Bond Fd SEK -B- NO BD LUX 07/09 SEK 8.76 0.6 –0.5 0.6

Alpha Bond Fd SEK -C- NO BD LUX 07/10 SEK 25.36 0.6 –0.6 0.5

Alpha Bond Fd SEK -D- NO BD LUX 07/10 SEK 7.90 0.6 –0.6 0.5

Alpha Short Bd SEK -A- NO MM LUX 07/09 SEK 11.05 2.3 3.1 3.4

Alpha Short Bd SEK -B- NO MM LUX 07/09 SEK 10.11 2.3 3.1 3.4

Alpha Short Bd SEK -C- NO MM LUX 07/10 SEK 21.62 2.2 3.0 3.3

Alpha Short Bd SEK -D- NO MM LUX 07/10 SEK 8.18 2.2 3.0 3.3

Bond Fd SEK -C- NO BD LUX 07/10 SEK 42.28 1.7 11.9 6.9

Bond Fd SEK -D- NO BD LUX 07/10 SEK 12.28 1.8 11.9 6.3

Corp. Bond Fd EUR -C- EU BD LUX 07/10 EUR 1.17 7.2 0.4 –0.1

Corp. Bond Fd EUR -D- EU BD LUX 07/10 EUR 0.90 7.3 0.5 –0.2

Corp. Bond Fd SEK -C- NO BD LUX 07/10 SEK 11.56 7.6 –3.9 –1.5

Corp. Bond Fd SEK -D- NO BD LUX 07/10 SEK 8.74 7.6 –3.9 –1.4

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/10 EUR 102.21 –1.6 5.2 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/10 EUR 106.65 3.0 9.8 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 07/10 SEK 1174.37 3.0 9.8 NS

Flexible Bond Fd -C- NO BD LUX 07/10 SEK 21.31 2.2 6.7 4.6

Flexible Bond Fd -D- NO BD LUX 07/10 SEK 11.66 2.2 6.7 4.6

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/10 SEK 77.35 –3.4 –25.0 –16.3

SEB Asset Sele Defensive Inc OT OT LUX 07/10 SEK 70.67 –3.4 –25.1 –17.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/10 USD 1.97 27.9 –28.3 –17.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/10 SEK 26.11 55.5 5.5 –17.2

Europe Chance/Risk Fd EU EQ LUX 07/10 EUR 798.95 4.8 –36.0 –34.9

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/02 USD 983.51 4.6 –45.4 –12.8

MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS
UAE Blue Chip Fund OT OT ARE 07/02 AED 5.39 17.6 –55.5 –21.8

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/08 EUR 27.91 –1.6 –7.3 –0.4
Bonds Eur Corp A OT OT LUX 07/08 EUR 22.09 6.5 2.9 0.3
Bonds Eur Hi Yld A OT OT LUX 07/08 EUR 17.29 30.0 –8.8 –11.7
Bonds EURO A OT OT LUX 07/08 EUR 40.24 1.9 9.4 5.7
Bonds Europe A OT OT LUX 07/09 EUR 38.39 1.3 8.4 4.4
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 07/08 USD 34.33 8.9 8.1 7.6
Bonds World A OT OT LUX 07/08 USD 40.24 1.0 3.4 8.8
Eq. China A OT OT LUX 07/09 USD 19.66 31.5 –9.8 –15.2
Eq. ConcentratedEuropeA OT OT LUX 07/09 EUR 21.90 6.3 –30.3 –30.2
Eq. Eastern Europe A OT OT LUX 07/08 EUR 15.82 19.7 –55.1 –39.1
Eq. Equities Global Energy OT OT LUX 07/09 USD 14.27 0.1 –46.3 –21.8
Eq. Euroland A OT OT LUX 07/09 EUR 8.72 –4.8 –33.1 –31.7
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 07/08 EUR 14.26 3.8 –29.1 –26.3
Eq. EurolandFinancialA OT OT LUX 07/09 EUR 8.79 4.4 –35.1 –35.5
Eq. Glbl Emg Cty A OT OT LUX 07/09 USD 7.74 29.5 –30.6 –20.0
Eq. Global A OT OT LUX 07/09 USD 21.77 3.5 –30.1 –26.5
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 07/09 USD 22.78 9.0 –21.6 –7.5
Eq. Japan Sm Cap A OT OT LUX 07/09 JPY 1055.40 16.5 –18.5 –30.5
Eq. Japan Target A OT OT LUX 07/10 JPY 1731.24 10.6 –9.2 –16.8
Eq. Pacific A OT OT LUX 07/09 USD 7.89 23.6 –24.1 –20.0
Eq. US ConcenCore A OT OT LUX 07/09 USD 17.63 8.6 –23.6 –18.1
Eq. US Lg Cap Gr A OT OT LUX 07/09 USD 12.14 12.6 –35.3 –22.0
Eq. US Mid Cap A OT OT LUX 07/09 USD 22.23 11.0 –33.1 –21.3
Eq. US Multi Strg A OT OT LUX 07/09 USD 16.78 5.0 –34.4 –25.8
Eq. US Rel Val A OT OT LUX 07/09 USD 16.02 3.2 –32.3 –30.1
Eq. US Sm Cap Val A OT OT LUX 07/09 USD 12.43 –4.0 –39.1 –34.6
Eq. US Value Opp A OT OT LUX 07/09 USD 12.90 –0.5 –40.8 –34.0
Money Market EURO A OT OT LUX 07/09 EUR 27.34 0.8 2.9 3.5
Money Market USD A OT OT LUX 07/09 USD 15.82 0.5 1.6 2.8

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/10 JPY 8396.00 –2.4 –36.0 –37.9
YMR-N Japan Fund OT OT IRL 07/10 JPY 9337.00 –1.1 –34.7 –34.8
YMR-N Small Cap Fund OT OT IRL 07/10 JPY 6630.00 3.3 –27.8 –37.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/10 JPY 5856.00 –0.8 –36.9 –35.5
Yuki 77 Growth JP EQ IRL 07/10 JPY 5606.00 –5.2 –39.8 –40.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/10 JPY 6243.00 0.0 –34.7 –36.0
Yuki Chugoku JpnLowP JP EQ IRL 07/10 JPY 7843.00 –4.2 –28.8 –31.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/10 JPY 6516.00 –3.7 –38.2 –37.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/10 JPY 4311.00 –5.2 –41.3 –37.3
Yuki Hokuyo Jpn Inc JP EQ IRL 07/10 JPY 5053.00 –4.3 –33.7 –31.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/10 JPY 4883.00 3.8 –26.3 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/10 JPY 4050.00 –4.7 –44.2 –40.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/10 JPY 4352.00 –3.1 –43.8 –40.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/10 JPY 6173.00 1.2 –38.4 –36.8
Yuki Mizuho Jpn Gen OT OT IRL 07/10 JPY 7908.00 –1.4 –34.9 –36.5
Yuki Mizuho Jpn Gro OT OT IRL 07/10 JPY 6095.00 –2.5 –34.4 –37.8
Yuki Mizuho Jpn Inc OT OT IRL 07/10 JPY 7317.00 –8.0 –37.3 –34.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/10 JPY 4746.00 –4.8 –37.1 –35.6
Yuki Mizuho Jpn LowP OT OT IRL 07/10 JPY 11295.00 –0.3 –25.1 –29.8
Yuki Mizuho Jpn PGth OT OT IRL 07/10 JPY 7510.00 –1.7 –38.2 –37.8
Yuki Mizuho Jpn SmCp OT OT IRL 07/10 JPY 6705.00 9.3 –27.0 –36.5
Yuki Mizuho Jpn Val Sel OT OT IRL 07/10 JPY 5424.00 4.4 –31.0 –31.9
Yuki Mizuho Jpn YoungCo OT OT IRL 07/10 JPY 2723.00 14.1 –33.8 –43.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/10 JPY 4600.00 2.2 –40.7 –38.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/10 JPY 4993.00 –2.1 –36.5 –37.4

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 05/29 USD 1218.09 25.7 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 05/29 USD 1354.30 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1763.67 1.3 –8.2 –4.1
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 05/29 USD 1694.39 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 05/29 USD 955.15 –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 05/29 EUR 98.91 0.5 –22.5 –11.4
D'Auriol Opp F3 EUR EU MM CYM 05/29 EUR 969.94 –2.6 –26.5 –15.8

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/03 USD 684.20 51.7 –61.3 –32.6

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 06/30 EUR 183.32 –14.6 –4.6 11.2
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 184.82 –15.8 –6.8 10.5
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 176.67 –15.5 –18.2 2.7
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 183.41 –15.7 –18.7 2.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 06/19 GBP 0.98 4.6 NS NS

Global Absolute EUR OT OT NA 06/12 EUR 1.45 5.2 NS NS
Global Absolute USD OT OT GGY 06/19 USD 1.85 4.9 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/19 EUR 79.40 4.0 NS NS
Special Opp Inst EUR OT OT CYM 06/19 EUR 74.78 4.2 NS NS
Special Opp Inst USD OT OT CYM 06/19 USD 84.63 4.8 NS NS
Special Opp USD OT OT CYM 06/19 USD 83.18 4.5 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 06/19 CHF 103.96 4.1 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 06/19 GBP 123.36 4.7 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 06/19 USD 104.08 5.5 NS NS
GH FUND S EUR OT OT CYM 06/19 EUR 119.05 5.3 NS NS
GH FUND S GBP OT OT JEY 06/19 GBP 123.38 4.9 NS NS
GH Fund S USD OT OT CYM 06/19 USD 139.44 5.6 NS NS
GH Fund USD OT OT GGY 06/19 USD 255.88 5.0 NS NS
Hedge Investments OT OT JEY 06/19 USD 130.39 5.2 NS NS
Leverage GH USD OT OT GGY 06/19 USD 106.44 9.1 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 06/19 CHF 88.63 5.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 06/19 EUR 95.93 6.2 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 06/19 GBP 103.35 6.6 NS NS
MultiAdv Arb S EUR OT OT CYM 06/19 EUR 101.91 6.5 NS NS
MultiAdv Arb S GBP OT OT CYM 06/19 GBP 106.48 6.8 NS NS
MultiAdv Arb S USD OT OT CYM 06/19 USD 116.27 7.3 NS NS
MultiAdv Arb USD OT OT GGY 05/29 USD 178.71 5.9 –18.6 –10.7

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/19 USD 111.15 3.8 NS NS
Asian AdbantEdge EUR OT OT JEY 06/19 EUR 95.68 7.9 NS NS
Asian AdvantEdge OT OT JEY 06/19 USD 175.02 8.0 NS NS
Emerg AdvantEdge OT OT JEY 06/19 USD 155.15 10.5 NS NS
Emerg AdvantEdge EUR OT OT JEY 06/19 EUR 86.50 10.1 NS NS
Europ AdvantEdge EUR OT OT JEY 06/19 EUR 122.28 6.1 NS NS
Europ AdvantEdge USD OT OT JEY 06/19 USD 129.46 6.1 NS NS
Japan AdvantEdge JPY OT OT JEY 06/19 JPY 7810.24 –3.3 NS NS
Japan AdvantEdge USD OT OT JEY 06/19 USD 91.28 –3.0 NS NS
Lvgd Alpha AdvantEdge OT OT JEY 06/19 USD 91.57 6.7 NS NS
Real AdvantEdge EUR OT OT NA 06/19 EUR 103.39 4.6 NS NS

Real AdvantEdge USD OT OT NA 06/19 USD 103.38 4.8 NS NS
Trading Adv JPY OT OT NA 06/19 JPY 9570.68 NS NS NS
Trading AdvantEdge OT OT GGY 06/19 USD 145.33 –4.2 NS NS
Trading AdvantEdge EUR OT OT GGY 06/19 EUR 132.21 –3.9 NS NS
Trading AdvantEdge GBP OT OT GGY 06/19 GBP 139.39 –4.2 NS NS
US AdvantEdge OT OT JEY 06/19 USD 105.10 2.7 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.31 3.2 –4.7 5.1
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 77.45 8.8 –20.3 –12.0
Integrated European EUR OT OT CYM 06/30 EUR 151.88 1.9 –3.7 –0.7
Integrated Event Driven USD OT OT CYM 06/30 USD 83.50 1.4 –21.9 –10.5
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 86.42 0.0 –13.4 –6.1
Integrated MultSt B USD OT OT VGB 06/30 USD 119.28 3.5 –16.2 –6.7
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.51 3.5 –4.9 –2.8

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 05/29 USD 118.99 17.6 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 06/26 USD 246.05 28.1 NS –44.4
Antanta MidCap Fund EE EQ AND 06/26 USD 408.93 41.1 NS –46.9

Meriden Opps Fund GL OT AND 07/08 EUR 76.02 –11.6 –27.7 –16.8
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 05/29 USD 1278.44 NS –13.8 –5.3

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 07/07 USD 56.61 –32.0 –26.4 2.3
Superfund GCT USD* OT OT LUX 07/07 USD 2667.00 –27.0 –25.7 –2.8
Superfund Gold A (SPC) OT OT CYM 07/07 USD 972.46 –16.4 –24.7 12.3
Superfund Gold B (SPC) OT OT CYM 07/07 USD 1015.92 –24.6 –32.8 9.0
Superfund Q-AG* OT OT AUT 07/07 EUR 7300.00 –16.7 –15.2 2.7

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 06/30 EUR 1202.45 –7.1 –12.8 1.9
Winton Evolution GBP GL OT VGB 06/30 GBP 1183.65 –7.2 –12.5 2.9
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 06/30 USD 1171.22 –7.3 –13.2 1.9
Winton Futures EUR GL OT VGB 06/30 EUR 192.44 –6.5 –4.0 11.4
Winton Futures GBP GL OT VGB 06/30 GBP 207.44 –6.5 –3.4 12.8
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 13762.49 –6.7 –6.1 8.7
Winton Futures USD GL OT VGB 06/30 USD 681.97 –7.1 –4.8 11.4

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

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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Venture rejects Centrica offer

U.S. clears Lilly and Daiichi’s Effient

By Romit Guha

And Rumman Ahmed

BANGALORE, India—Infosys
Technologies Ltd. posted a 17% rise
in quarterly profit, but cut its full-
year forecast in rupee terms, reflect-
ing the the currency’s sharp gains.

Infosys, India’s second-largest
software exporter by sales after
Tata Consultancy Services Ltd.,
raised the lower end of its full-year
earnings forecast in dollar terms, as
the currency has fallen against its
European counterparts, Chief Exec-
utive S. Gopalakrishnan said.

Bangalore-based Infosys is the
first major Indian technology firm
to report quarterly earnings, and
its results are often considered a
bellwether. Its results raised ex-
pectations that TCS, Wipro Ltd.
and HCL Technologies Ltd. will
also report stronger-than-ex-
pected numbers.

Infosys’s consolidated net profit
for the three months ended June 30
rose to 15.27 billion rupees ($314.3
million), or 26.66 rupees a share,
from 13.02 billion rupees, or 22.75
rupees a share, a year earlier.

Sales rose 13% to 54.72 billion ru-
pees from 48.54 billion rupees a
year earlier, helped by the addition
of 27 new clients.

In dollar terms, the company’s
first-quarter revenue declined 3%
from a year earlier to $1.12 billion,
while profit rose 2% to $313 mil-
lion, or 55 cents a American deposi-
tary share.

The company expects revenue of
$4.45 billion to $4.52 billion for its
fiscal year that began April 1, down
4.6% to 3.1% from a year earlier.

For the current fiscal year, the
company now expects margins to
be one percentage point to 1.5 per-
centage points lower than a year
earlier. The company earlier had
forecast a decline of three percent-
age points.

News Corp. rebuts claims
Company calls
allegations on tactics
‘unsubstantiated’

Infosys Technologies
Net profit, in billions of rupees
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—Compiled from staff
and wire service reports.

U.K. utility Centrica PLC on Fri-
day launched a bid to buy the 71%
stake it doesn’t already own in gas
producer Venture Production
PLC, which rejected the offer as
“opportunistic” and not reflective
of the strategic value of its re-
serves and resources,

The offer, which values the com-
pany at £1.3 billion ($2.13 billion),
is worth 845 pence a share, a 7.6%
premium to Friday’s closing price;
some Venture investors were seek-
ing more than 850 pence a share.

Centrica wants Venture to help
solve a longstanding problem: a
dwindling base of natural-gas re-
serves to supply its 15.5 million gas
and electricity customers. The
former unit of British Gas has found
itself increasingly exposed to the
U.K.’s volatile wholesale energy
markets and vulnerable to competi-
tion from big European utilities.

In an effort to boost its re-
serves, Centrica has been buying

up exploration acreage in Norway,
Nigeria and the Caribbean. Most
significantly, it boosted its electric-
ity resources by buying 20% of the
U.K.’s largest nuclear producer,
British Energy, from Electricité de
France SA earlier this year.

But transformative gas deals
have been harder to come by.

Venture, which has 10 produc-
ing fields in the North Sea and East
Irish Sea, nine in some stage of de-
velopment and many exploration
prospects, could be an expensive
source of gas in a global context
and has high operational and devel-
opment costs compared with
other opportunities, said Numis
analyst Sanjeev Bahl.

The recent drop in both prices
and demand for gas world-wide
also could provide alternatives such
as liquefied natural gas, he added.
Centrica was able to buy plenty of
LNG on the market last winter.

But in a statement, Venture
said the value per barrel implied in
Centrica’s offer “is materially be-
low the average achieved in the
sale of comparable large North Sea
asset portfolios in recent years.”

In urging shareholders to reject
the offer, it said the bid “substan-
tially undervalues Venture given
its near and long-term prospects
and the strategic position and high
quality of its U.K. gas reserves and
resources.”

Venture’s hydrocarbon produc-
tion in the first half of this year av-
eraged 52,900 barrels of oil equiva-
lent per day, the bulk of which was
natural gas. Its proven and proba-
ble reserves total 240 million bar-
rels of oil equivalent.

Centrica on Friday increased
its stake in Venture to 29% from
the 23.6% stake it acquired in
March for 725 pence a share. Cen-
trica shied away from a full take-
over bid at the time and has pur-
sued off-and-on talks with Ven-
ture’s management since then.
Last month, the panel that super-
vises corporate takeovers in the
U.K. gave Centrica until Monday to
make a bid or back off for at least
six months.

If Venture investors reject this
bid, Centrica wouldn’t ba able to
make another bid for 12 months
without that panel’s consent.

Infineon Technologies AG

Apollo Global Management
to get control in rights issue

Infineon Technologies AG said
it will raise up to Œ725 million, or
about $1 billion, in a rights issue
that could make investor Apollo
Global Management LLC the ma-
jority shareholder in the German
semiconductor maker. Infineon
will issue up to 337 million new
shares at Œ2.15 ($3) each. Apollo,
which is based in New York, agreed
to acquire up to 326 million new,
unsubscribed shares, subject to
certain conditions, effectively un-
derwriting the placement. Friday’s
announcement, which was widely
expected, comes days after Infin-
eon said it would sell its wire-line
operations to U.S. private-equity
firm Golden Gate Capital LLC for
Œ250 million.

Mabey & Johnson Ltd.

Bridge builder Mabey & Johnson
Ltd. will plead guilty to charges of cor-
ruption and breaching U.N. sanctions,
a company executive said in court Fri-
day. Company representatives ap-
peared Friday in Westminster Magis-
trates Court. The charges relate to ac-
tivities in Jamaica and Ghana be-
tween 1993 and 2001, and a violation
of U.N. sanctions against Iraq in
2001-2002, the Serious Fraud Office
said. The U.N. inquiry into the oil-for-
food program had identified Mabey &
Johnson as a company that paid kick-
backs. “We deeply regret the past con-
ductof our company and we have com-
mitted to making a fresh start, wiping
the slate clean of these offenses,” Pe-
ter Lloyd, managing director of Ma-
bey & Johnson, said outside court.

OAO Mechel

OAO Mechel said it plans to sign
a deal in coming days to restruc-
ture $3.5 billion of its $5.8 billion in
debt. The Russian coal and steel
group said it doesn’t plan more bor-
rowing this year. Mechel in June
said it wouldn’t be able to survive
as a going concern unless its credi-
tors agreed to restructure its
loans. The company made Friday’s
announcement after it posted a
first-quarter net loss of $690.1 mil-
lion, compared with a net profit of
$500 million a year earlier. Mechel
attributed the loss to lower de-
mand for steel and coal and a loss
of $592 million caused by the ru-
ble’s sharp drop against the dollar.
Revenue fell 49% to $1.18 billion
from $2.33 billion.

Nomura Holdings Inc.

Nomura Asset Management Co.,
a wholly owned unit of Nomura
Holdings Inc., will buy a 35% stake
in LIC Mutual Fund Asset Manage-
ment Co. It will also acquire an
equal stake in LIC Mutual Fund
Trustee Co., Life Insurance Corp. of
India said Saturday. Nomura will
pay 3.08 billion rupees ($63.1 mil-
lion) for the 35% stake in the asset-
management company, which will
include a capital infusion of 800 mil-
lion rupees, LIC Mutual Fund Chief
Executive Sushobhan Sarkar said.
LIC Mutual Fund had 324.15 billion
rupees in average assets under man-
agement in June. LIC Mutual Fund
is ranked seventh in the Indian as-
set-management industry with a
4.8% market share.

By Lauren Pollack,
James Herron
and Selina Williams

By Peter Loftus

The U.S. Food and Drug Adminis-
tration approved the blood-thin-
ning drug Effient on Friday in a
long-awaited victory for its devel-
opers, Eli Lilly & Co. and Daiichi
Sankyo Co.

The drug, however, will carry a
strong warning on its prescribing
label alerting doctors that Effient
can cause sometimes-fatal bleed-
ing. The prominence of the warn-
ing, known as a boxed warning,
could reduce the drug’s commer-
cial potential.

The FDA said it approved the
drug, also known by the name of its
active ingredient, prasugrel, to re-
duce the risk of blood clots in pa-

tients who undergo angioplasty, a
common procedure to unblock a
clogged artery.

Some analysts think Effient
could be a big seller. It will com-
pete with Plavix, the blockbuster
anticlotting drug marketed by Bris-
tol-Myers Squibb Co. and Sanofi-
Aventis SA.

A spokeswoman for Indianapo-
lis-based Lilly confirmed receipt
of the FDA approval letter but de-
clined to comment further. A
spokeswoman for Daiichi, of Ja-
pan, couldn’t be reached.

Lilly and Daiichi initially ap-
plied for FDA approval for the drug
in late 2007 and had hoped for
agency action by mid-2008.

But the FDA extended its review

several times. An FDA advisory com-
mittee of outside experts in Febru-
ary recommended approval. A large
patient study showed that prasug-
rel reduced the risk of heart attacks
and related events versus Plavix
but increased the risk of bleeding.

The FDA said the new drug
shouldn’t be used in patients with ac-
tive pathological bleeding, a history
of ministrokes or stroke, or an ur-
gent need for surgery, including cor-
onary artery bypass graft surgery.

“Effient offers physicians an al-
ternative treatment for preventing
dangerous blood clots from forming
and causing a heart attack or stroke
during or after an angioplasty proce-
dure,” said John Jenkins, director of
the FDA’s Office of New Drugs.

Infosys reports
17% rise in net
as sales increase

By Aaron O. Patrick

News Corp. issued a detailed re-
buttal Friday to allegations that two
of its U.K. tabloids used dubious and
possibly illegal tactics to obtain per-
sonalinformation about high-profile
figures, describing the reports as “ir-
responsible and unsubstantiated.”

In a three-page statement issued
through its U.K. newspaper arm,
News International, News Corp. de-
nied most aspects of the allegations
raised in London’s Guardian newspa-
per. The Guardian alleged that jour-
nalists at the Sun and the News of
the World bought personal informa-
tion from private investigators who
used dubious and possibly illegal
techniques to obtain the data.

TheNewsoftheWorldandtheSun
areregardedasaggressivenewsgath-
erers even by the standards of Fleet
Street. The Guardian’s allegations
threatened to become a political and
legal headache for News Corp. in the

U.K.—with several media lawyers en-
couraging individuals who think their
privacy may have been breached to
suethe company.TheCrownProsecu-
tion Service—the government’s pros-
ecutionunit—saidThursday itwill re-
view its files on the case, a move that
could lead to legal action.

News Corp. said it delayed re-
sponding while it checked the facts
of what happened. “All of these irre-
sponsible and unsubstantiated alle-
gations against News of the World
and other News International titles
and its journalists are false,” Fri-
day’s statement said.

Thestatementdeniedoneparticu-
larly sensitive allegation: that News
Corp. journalists had received infor-
mation from voice mails of a former
deputyprimeminister,JohnPrescott.

The News Corp. statement
showed that one aspect of the Guard-
ian reports was correct: News of the
World staff obtained information
from a voice-mail account con-
nected to Gordon Taylor, the head of
a union for professional soccer play-
ers. News Corp. didn’t address the
Guardian’s claim that it paid Mr. Tay-
lor £700,000 ($1.1 million) in com-
pensation and legal costs. Both
sides agreed to keep the payment se-

cret, the Guardian reported.
“Immediate steps were taken to

resolve Mr. Taylor’s complaint”
when the News of the World’s execu-
tives discovered in April 2008 that
its staff accessed information from
the voice-mail account, News Corp.
said. “Neither this information nor
any story arising from it was ever
published,” News Corp. said.

Mr. Taylor hasn’t commented
since the original Guardian report
was published Wednesday.

In a statement Friday, the Guard-
ian called on News International to
publish the legal documents relat-
ing to Mr. Taylor’s suit and asked the
police to release details of its investi-
gation into the News of the World.

Three years ago, a News of the
World reporter, Clive Goodman, re-
ceived a four-month jail sentence for
paying a private investigator, Glenn
Mulcaire, to help intercept voice-
mail messages for the staff of Prince
Charles and his two sons, princes
Harry and William. Mr. Mulcaire got
a six-month sentence.

News Corp. executives have said
in the past that they believe Mr.
Goodman was acting on his own.
News Corp. owns Dow Jones, pub-
lisher of The Wall Street Journal.

Executive Travel Program

Guests and clients of 320
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n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
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Continued from previous page

Please turn to next page

Fidelity Investments has sought
potential candidates to succeed its
president, Rodger Lawson, a market-
ing specialist who joined the firm
less than two years ago and has
worked on reviving sales and invest-
ment performance.

Mr. Lawson is Fidelity’s No. 2 ex-
ecutive and reports to Chairman
and Chief Executive Edward C.
Johnson III.

His departure would add to other
recent high-level exits at the com-
pany, which is controlled by Mr.

Johnson’s family. When Mr. Lawson,
who is 62 years old, became presi-
dent in August 2007, the company
expected him to stay for three to five
years.

Anne Crowley, a Fidelity spokes-
woman, said, “I don’t envision that
Rodger is leaving any time
soon” and he “is not about
to be fired.”

Fidelity said Mr. Law-
son wasn’t available for
comment. A long-time ac-
quaintance of Mr. Lawson
said the Fidelity president
recently told him that he
would like to leave between
now and the end of the
year. This person said Mr.
Lawson wants to wait until
the Johnson family has a
successor lined up.

It was unclear why Mr. Lawson
might be leaving earlier than origi-
nally expected, but two candidates
approached about succeeding Mr.
Lawson describe his job as a chal-
lenging one because of potential sec-
ond-guessing by the Johnson fam-
ily. Mr. Johnson has been grooming
his daughter Abigail, who runs Fidel-
ity’s personal-investing operations,
to succeed him as chairman. Ms.
Crowley said it was standard prac-
tice throughout the industry for se-
nior management to report to CEOs
like Mr. Johnson.

Fidelity, whose $1.2 trillion in mu-
tual-fund assets leads the industry,
reported $2.36 billion in operating
profit last year. While that was
down from $2.89 billion posted for
2007, it was far better than the
broad losses reported by Wall Street
and banking giants.

But the company has seen its
competitive position eroded as Van-
guard Group and Capital Research &
Management’s American Funds
surged well ahead of it in core stock-
and bond-fund assets in recent
years, and rivals’ exchange-traded
funds have wooed away mutual-

fund investors.
Bill Holodnak, president of J. Rob-

ert Scott, an executive-recruitment
firm owned by Fidelity, said he had
recently conducted a search for po-
tential successors to Mr. Lawson.
Mr. Holodnak said he wasn’t looking
for someone to take Mr. Lawson’s
job directly, but for a candidate who
would join Fidelity in another capac-
ity and become a candidate for the
president’s post.

He described his search as part
of Fidelity’s succession-planning ef-
forts. He said he found a number of
good candidates, but the search was
concluded about a month ago, and
he had no knowledge of any further
succession searches.

Two people with long experience
in the financial industry said they
were approached by Mr. Holodnak
about the Fidelity president’s post.
One said that at times, Mr. Holodnak
described the position as a stepping-
stone to Mr. Lawson’s job, but that

at other times, he said Fidel-
ity wanted a candidate to
take Mr. Lawson’s job imme-
diately. Mr. Holodnak said
that he has never looked for
an immediate successor for
Mr. Lawson and that some-
times job candidates “hear
what they want to hear.”

Earlier this year, Walter
C. Donovan, who headed Fi-
delity’s stock-investing op-
erations, left for crosstown
competitor Putnam Invest-
ments, which has also hired

other Fidelity managers. Last
month, Fidelity said the head of its
real-estate and technology opera-
tions, Marvin Adams, who reported
to Mr. Lawson, was leaving for “new
challenges elsewhere.”

Mr. Lawson, who had a previous
stint at Fidelity, rejoined in 2007
vowing to improve fund investment
performance, trim spending and
beef up sales. In the 12 months
through June 30, Fidelity’s stock and
bond mutual funds overall were out-
performing only 46% of their peers,
while its funds were beating 50% of
competitors in the 12 months ended
June 30, 2008, according to the lat-
est data from Chicago research firm
Morningstar Inc. In the year ended
June 30, 2007, two months before
Mr. Lawson arrived, Fidelity’s stock
and bond funds topped 53% of peers.

Last year, Fidelity reported net
inflows, or investor buying, of $87.9
billion in its money-market funds,
but higher-fee-earning equity funds
saw net sales outflows of $34.2 bil-
lion, and bond funds saw inflows of
$2 billion. In the first six months of
this year, Fidelity says it had $44 bil-
lion in net inflows, including $11 bil-
lion in stock and bond funds.

By Brian Baskin

The much-hoped-for summer re-
surgence in global oil demand
hasn’t materialized, knocking the
support out from under crude
prices, which tumbled below $60 a
barrel on Friday.

The drop is welcome news for
U.S. consumers, who could see relief

at the pump in com-
ing weeks. But wild
swings in oil prices
are doing little to re-
store consumer

confidence, considered a tent pole
for an economic recovery.

“Down is better than up, but sta-
ble is better than volatile,” said
David Wyss, chief economist at Stan-
dard & Poor’s.

Oil prices doubled between Feb-
ruary and June, largely on hopes
that American vacationers would
consume more gasoline, and that
the beginnings of a global economic
recovery would boost demand for
diesel this summer. Instead, oceans
of both fuels have accumulated in
storage terminals world-wide.

The International Energy
Agency predicted Friday that global
oil demand will drop 2.9% from
2008, with about half of the decline
coming from North America, where
“a strong [summer] gasoline season
in the U.S. could fail to materialize
for the second year in a row.”

Analysts are mostly sticking to
calls for prices to approach $70 a
barrel toward year’s end.

With the bet on tightening sum-
mer supplies looking shaky, fewer in-
vestors are willing to gamble again
on higher demand down the road.

“The economy will recover, but
this optimism based on ‘green
shoots’ in the last two months was a
bit too much,” said David Wech,
head of energy studies at JBC En-
ergy, a Vienna consultancy.

Crude futures have shed 16% of
their value since June 29, finishing
below $60 a barrel on Friday for the
first time since May 19. Crude oil for
August delivery fell 52 cents, or
0.9%, to settle at $59.89 a barrel on
the New York Mercantile Exchange.

American drivers, who make up
more than 10% of global oil demand,
usually take to the road in greater
numbers during the summer. With
retail gasoline prices well below last

summer’s record highs above $4 a
gallon, some investors and analysts
expected a surge in demand starting
around the end of May.

Refiners prepared by drawing
down on oil inventories—until re-
cently at an 18-year high—and pro-
ducing more fuel.

Although refiners can tweak
their plants to generate more gaso-
line and less of other types of fuel,
higher production of one type of
fuel usually comes with extra vol-
umes of the rest.

In a normal year, U.S. vacation-
ers would consume the extra gaso-
line, while diesel would be used by
commercial trucks and shippers or
exported to Europe or Asia, where
more cars run on the fuel.

U.S. drivers are using slightly
more gasoline than they were last
year, though nowhere near the
amount anticipated with the sharp
increase in oil prices since February.

Gasoline inventories last week
topped the five-year average for
early July, according to the U.S. En-
ergy Department, which has said
that the national average price for
the motor fuel—at $2.61 a gallon as
of Monday—has probably peaked
for the summer.

The money saved on gasoline—ei-
ther through lower prices or less
driving—is being saved at a greater
rate than in recent years, reducing
the potential broader stimulus from
cheaper fuel, said Mr. Wyss of Stan-
dard & Poor’s.

“People are still looking at these
prices and how volatile they are,
which is making them nervous, par-
ticularly on things like committing
to a new automobile,” he said.
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Exit signs for Lawson
at Fidelity Investments

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

Oil falls below the $60 mark
Summer has come,
but demand rebound
still hasn’t arrived

Ethanol futures: thin but effective
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Friday: $59.89 a barrel, down 52 cents
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By Ian Berry

CHICAGO—More than four years
in, the Chicago Board of Trade’s etha-
nol contract is still thinly traded,
but an economics professor says in
recent research that it is nonethe-
less an effective hedge tool.

The key to the market’s relative
success, said Roger Dahlgran, profes-
sor of Agribusiness Economics and
Management at the University of Ari-
zona, is the robust over-the-counter
market for ethanol. In a paper pub-
lished in the Journal of Agricultural
and Resource, Prof. Dahlgran found
ethanol futures are “significantly su-
perior to gasoline futures for hedg-
ing ethanol price risk for two-week
and longer hedges.”

An exchange-for-risk provision—
which allows OTC products to be
traded for futures—creates a door-
way between the two markets, “and

they are essentially a single mar-
ket,” Prof. Dahlgran said. “What it
does is it gives me some confidence
that the futures price reflects the
value of the over-the-counter con-
tracts, even though they’re not di-
rectly traded in the futures market.”

The futures market is trading
about 200 contracts a day, said Dave
Lehman, director of commodity re-
search and product development
for CME Group. He says volume this
year through May was up by about
130% from the same time a year ago,
he acknowledging it is “starting
from a small base.” Open interest as
of the end of May was 4,381, more
than double what it was a year ago.

CME is pleased with the growth
of the contract, traded exclusively
electronically, he said. “It’s success-
ful and works not necessarily from a
liquidity perspective, but from a
risk-management perspective,” Mr.

Lehman said. “It is doing a good job
of providing a risk-management
tool for the marketplace.”

Jason Ward, an ethanol analyst
with Northstar Commodity, said the
nascent contract doesn’t yet have the
volume to become a viable hedge tool.
Unlike trades in futures for crude oil,
gasoline, corn and soybeans, Mr.
Ward said, with ethanol futures he
has to “work to get the hedge.”

“I can call up an MF Global or an
RJO and say, ‘I need to do some etha-
nol swaps’ and they can go find me the
volume on the other side,” he said, re-
ferring to futures brokerages. “Where
I can’t call up the futures exchange
andsay,I wanttosell ‘X’amount ofeth-
anol futures. They can’t find me the
volume on the other side.”

Open interest in CME’s forward-
month calendar swap is about four
times that of the futures contract,
Mr. Lehman said.

T H E WA L L ST R E ET JO U R NA L . MONDAY, JULY 13, 2009 25



U.S. sets new limits on arrests of illegal immigrants

Obama mixes encouragement, demands
Ghana speech is fourth major international address to stress mutual interests and then lay out needed changes

U.S. President Barack Obama waves to the crowd in Accra, Ghana, Saturday, moments before departing for Washington.

By Jonathan Weisman

ACCRA, Ghana—President
Barack Obama, giving major ad-
dresses in four foreign capitals in
his first half-year in office, has tried
to define what aides call a new era of
American diplomacy: a rhetorical
balance of “tough” and “love.”

In Prague, Cairo, Moscow and
then here on Saturday, Mr. Obama
tried to show his willingness to en-
gage in diplomacy on the basis of
mutual self-interests, aides say,
and he defined his top concerns:
nuclear proliferation, terrorism,
energy security, and effective gov-
ernance and development in the
Third World.

But in all four speeches, lavish
praise at the outset and an offer of
seemingly endless U.S. resources
were followed with forthright, of-
ten uncomfortable, demands.

To the Czechs, the president
said Bush-era missile defenses
would likely be deployed. To the
Muslims, he said Israel must be ac-
cepted. Russians must respect the
sovereignty of former Soviet
states and end the Cold War men-
tality of a zero-sum game between
superpowers. Africans must ac-
cept responsibility for continental
poverty and instability.

Republicans have questioned
the content of the speeches, call-
ing Prague’s disarmament pledges
naive, l, the Moscow speech insuffi-
ciently critical of democratic
abuses, and the speech here as
overly generous. Some conserva-
tives say the series has amounted
to an “apology tour” for U.S. demo-
cratic lapses.

Even for Obama supporters,
the question remains: Can words
stir whole cultures and continents
to action, and can the United
States afford the president’s quid
in hope of that quo?

The promises made or reiter-
ated in this foreign-policy opening

are substantial, especially for a na-
tion grappling with a domestic
budget deficit approaching $2 tril-
lion, and a president wrestling to
pay for his domestic agenda.

In Ghana, he talked up a $63 bil-
lion, six-year global health initia-
tive and the $3.5 billion he pledged
in L’Aquila, Italy, for agricultural de-
velopment. In Prague, he promised
more resources for international in-
spection of nuclear weapons sites.

In Cairo, he spoke of $1.5 billion
a year to build roads, schools, hos-
pitals and businesses in Pakistan
over the next five years; hundreds
of millions more to help Pakistanis
displaced by war; more than $2.8
billion for Afghan development, ex-
panded student exchange pro-
grams with the Muslim world,
more scholarships, investment in
online learning for teachers and
children, and a new online net-
work “so a teenager in Kansas can
communicate instantly with a teen-
ager in Cairo.”

That largess was aimed at buy-
ing something of less quantifiable
value: stronger relations with old
enemies and suspicious nations

that could put Washington in a
stronger position to isolate Iran
and North Korea, advance arms
control and nuclear non-prolifera-
tion, combat terrorism and secure
energy resources.

“If you don’t engage, then you
have no chance to overcome ten-
sions, hostilities, phobias, how-
ever you want to put it,” another se-
nior administration official said.

“The point we are making by
identifying the four speeches is
that early in his administration, the
president has unmistakably laid
out his national security priorities,
defined America’s interests, articu-
lated a vision of universal princi-
ples, and spoken to a huge diversity
of audiences around the world,”
said Benjamin Rhodes, Mr. Obama’s
chief foreign-policy speech writer.

The addresses are aimed at
standing in contrast to George W.
Bush’s more forthright criticism,
which Obama aides see as ineffec-
tive, and to Bill Clinton, who
seemed to use the adulation he re-
ceived abroad to bolster his flag-
ging political power at home.
Obama White House officials say
they purposely chose only one out-

door venue open to the public, in
Prague, with the aim of creating a
more sober atmosphere for the
speeches than appearances during
the campaign.

“It doesn’t necessarily yield re-
sults immediately,” one White
House aide said.

Some of the promises already
appear to lack follow-through. In
Prague in early April, he vowed to
“immediately and aggressively
pursue U.S. ratification of the Com-
prehensive Test Ban Treaty.”
Three months later, there is little
sign of that.

But the president also said repeat-
edly that such deals will be difficult.

“It won’t be easy,” he cautioned
Africans as he urged them to lift
themselves from poverty, violence
and corruption. “There will be suf-
fering and setbacks.”

“The issues that I have de-
scribed will not be easy to address,”
he told the Muslim audience in
Cairo and beyond. “But we have a re-
sponsibility to join together on be-
half of the world we seek.”

“This will not be easy,” he told
the graduates of the New Eco-
nomic School in Moscow last

week. “It’s difficult to forge a last-
ing partnership between former
adversaries.”

The immediate power of Mr.
Obama’s oratory has fluctuated de-
pending on settings, crowds and
even fatigue. In Prague, he spoke
to a throng spilling onto the square
of Prague Castle, a cool spring sun-
shine buoying speaker and crowd.
The Cairo speech was the most an-
ticipated and the most carefully
prepared, since “the risk factor”
was the highest, aides said.

In contrast, a visibly fatigued
president got little support from
students and faculty in Moscow.
White House counselor David Axel-
rod said culturally, the Muscovites
were never going to interrupt his
speech with applause and cheer-
ing, a point made by Russia schol-
ars as well. But that only under-
scores the observation that Mr.
Obama, famous as an orator, feeds
off his audience.

But Mr. Axelrod said the imme-
diate response to speeches of such
weight is less consequential than
the reverberations sent out by
their message.

After airing Mr. Obama’s speech
live on only one cable channel with
little distribution, Russian network
television ran the speech again Tues-
day night on a late-night news show
known for its vitriolic anti-Ameri-
can attacks. Russian diplomats actu-
ally gave it positive reviews, accord-
ing to Russian officials.

Response in Ghana even to the
toughest sections was ecstatic.
Mr. Obama responded to the buoy-
ant members of parliament, be-
decked in colorful kente cloth. He
remarked on the trombonist who
greeted his arrival.

“If the goal was simply adula-
tion, he would not have given two
of the four speeches in places like
Cairo and Moscow where relations
with the United States have grown
so strained in recent years,” Mr.
Rhodes said.

ECONOMY & POLITICS

By Miriam Jordan

The U.S. Department of Home-
land Security said Friday that it was
revising a program that authorized
local police to enforce federal immi-
gration law, a controversial aspect
of U.S. border policy.

Opponents said the program,
known as 287g, was intended to
identify criminal aliens but instead
has led to racial profiling; it allowed
local police to identify and arrest il-
legal immigrants for such minor in-
fractions as a broken tail light. Pro-
gram supporters said it has been an
effective tool for combating illegal
immigration.

The new guidelines sharply re-
duce the ability of local law enforce-
ment to arrest and screen suspected
illegal immigrants. They are in-
tended to prevent sheriff and police
departments from arresting people
“for minor offenses as a guise to ini-
tiate removal proceedings,” accord-
ing to Homeland Security. The pro-
gram will instead focus on more seri-
ous criminals.

“In a world of limited resources,
our view is that we need to focus
first and foremost on people com-

mitting crimes in our community
who should not be here,” said John
Morton, assistant secretary of U.S.
Immigration and Customs Enforce-
ment. Mr. Morton said his agency
would sign new contracts with local
law enforcement that would bolster
federal oversight.

In the past two years, more than
120,000 suspected illegal immi-
grants were identified through the
program, and most ended up in de-
portation proceedings. By compari-
son, ICE removed 356,739 illegal im-
migrants from the U.S. during the fis-
cal year ended Sept. 30, 2008—a
23.5% increase over the 2007 total.

An active local enforcer has been
Joe Arpaio, the sheriff of Arizona’s
Maricopa County. He said Friday
that he would continue pursuing ille-
gal immigrants, arguing that state
laws allow neighborhood crime
sweeps and worksite raids.

“If I’m told not to enforce immi-
gration law except if the alien is a
violent criminal, my answer to that
is we are still going to do the same
thing, 287g or not,” said Mr. Ar-
paio. His deputies have identified
in jail or picked up on the streets
more than 30,000 illegal immi-

grants in the Phoenix area. “We
have been very successful,” said
the five-term sheriff.

The Department of Justice is in-
vestigating whether Mr. Arpaio’s
deputies have used skin color as a
pretense to stop Latinos suspected
of being illegal immigrants.

Mr. Obama’s policy change is ex-
pected to bolster his standing with
Latinos and some Democratic legisla-
tors. The administration is seeking
to set the stage for a sweeping over-
haul of immigration legislation that
could put millions of illegal workers
on the path to U.S. citizenship.

President George W. Bush had
pursued a similar goal. After the ef-
forts failed in Congress, his adminis-
tration stepped up enforcement
with raids and the expansion of such
programs as 287g.

The provision was created by
Congress in 1996 and designed to
train local police to help federal im-
migration authorities locate crimi-
nal aliens. It took six years for the
first state, Florida, to sign on to
the program.

The Bush administration pro-
moted the program among sheriffs
and police chiefs, turning it into a

symbol of a crackdown on illegal im-
migration.

Since January 2006, more than
1,000 state and local law-enforce-
ment officials have been certified.
Many jurisdictions used those offic-
ers in jails, where they could sort
through many inmates in a single
shift.

Southern states account for
more than 40 of the 66 existing par-
ticipants. There are 42 applications
pending, most of them in the South.
Both Virginia and North Carolina,
where the Latino immigrant popula-
tion has grown, each has nine 287g
agreements, more than other states.

“I think the program is working
great,” said Wake County, N.C.,
Sheriff Donnie Harrison. “If the
highway patrol brings someone to
our jail, and they say they are for-
eign born, then they are flagged for
287g. They have committed a viola-
tion of some sort to be brought to
our jail…from broken tail lights to
murder and rape.”

Raleigh, N.C., resident Maria Her-
nandez was booked into a Wake
County jail after failing to show up
for her 6-year-old son’s truancy
hearing, according to her account

and that of her attorney, Marty
Rosenbluth.

Ms. Hernandez, a housecleaner
who came to the U.S. illegally nine
years ago, is now in deportation
court. “I don’t understand why they
come after people like me,” she said.

Homeland Security Secretary Ja-
net Napolitano ordered a comprehen-
sive review of 287g shortly after tak-
ing her post earlier this year. Mem-
bers of Congress and the Government
Accountability Office had raised con-
cerns the program was being used “to
process individuals for minor crimes,
such as speeding, contrary to the ob-
jective of the program.”

The shift on 287g follows other
recent modifications to immigra-
tion policy by the Obama adminis-
tration, reflecting an effort to shift
the burden of immigration enforce-
ment to employers, while making it
difficult for illegal immigrants to
get hired.

In the past two weeks, Ms. Napoli-
tano said federal contractors would
be required to check the identity of
new hires against a federal database.
DHS also will audit hundreds of com-
panies to verify whether their em-
ployees are eligible to work.
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China firm near top ’09 offer
State Construction
to raise $5.93 billion
as Beijing loosens up

China’s real-estate prices
rise 0.2%, initiate recovery
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Japan’s losing streak hits 8 days

By Shen Hong

And Terence Poon

BEIJING—China State Construc-
tion Engineering Corp. plans to
raise at least 40.5 billion yuan
($5.93 billion) via an initial public of-
fering in Shanghai in what is ex-
pected to be the largest share sale in
the world this year.

The listing of the giant Chinese
home builder, coming sooner than ex-

pected, is a sign
that Beijing is shift-
ing away from a
strategy to adopt a
measured pace for

IPO approval since it ended a nine-
month-long moratorium for new list-
ings last month. The stunning debuts
of two firms that first benefited from
the market’s reopening Friday may
have convinced the authorities that
demand far exceeds supply.

China State Construction said in
a statement Sunday on the Shang-
hai Stock Exchange’s Web site that it
plans to issue as many as 12 billion
yuan-denominated Class A shares,
which it said won’t exceed more
than 40% of its enlarged share capi-
tal. It will start meetings with pro-
spective investors on Monday. Or-
ders will be taken July 21-22.

The company plans to use the
funds mainly for housing-develop-
ment and infrastructure projects,
and to supplement working capital.

China International Capital Corp.
is the underwriter of the deal, which
is set to dwarf the $4.27 billion IPO
by Brazil’s VisaNet last month.

China State Construction re-
ceived final regulatory approval
from the country’s securities watch-
dog late Friday.

The regulator’s nod on the mega
IPO took many by surprise, It ap-
proved a batch of mainly small or mid-
size listings last month when it
ended the IPO moratorium that had
been in place since September. Inves-
tors had expected China Construc-
tion’s deal to come much later in the
year as market stability remains the
top priority for the authorities.

However, the robust investor ap-
petite shown at the debuts of two
firms on Friday may have injected a
heavy dose of confidence into the
regulator’s mind. Guilin Sanjin Phar-
maceutical Co. and Zhejiang
Wanma Cable Co. soared on their
first day of trading in the first initial
public offerings in China since Sep-
tember.

Medicine producer Guilin Sanjin

ended at 36.01 yuan ($5.27), up 82%
from its 19.80 yuan IPO price. It
raised 910.8 million yuan, or $133.3
million. Zhejiang Wanma, a maker
of information-technology equip-
ment, ended at 25.93 yuan, more
than double its IPO price of 11.50
yuan. It raised 575 million yuan.

The benchmark Shanghai Com-
posite Index closed down 0.3% at
3113.93. It has soared 71% so far this
year. Yuan-denominated shares on
the Shenzhen Stock Exchange,
where both companies listed, have
jumped 88%.

“The regulators let the two
stocks list on the same day in order
to offer more supply to the market,
but it seems it was far from enough
to stop the speculators pushing up
the prices,” said Li Nian, an analyst
at Shenyin Wanguo Securities.

The China Securities Regulatory
Commission revised its IPO rules in
early June, shortly before it re-
opened the market, to try to prevent
the price surges typically seen when
a company debuts on a local ex-
change.

The regulator has sought to
make the pricing mechanism for
IPOs more market-oriented by weak-
ening its role and giving investors
more say in the process. However,
analysts say the reforms were cos-
metic and failed to address the root
cause of the problem.

All eyes are now on Sichuan Ex-
pressway Co., the first company to
launch an IPO on the Shanghai Stock
Exchange’s main board since the
end of the moratorium. The high-
way operator, which plans to raise
up to two billion yuan by selling 500
million Class A shares, will take or-
ders for its shares on Tuesday and
Wednesday.
 —Wynne Wang contributed to this

article.

FUND SCORECARD

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

A WSJ NEWS ROUNDUP

Japan’s benchmark index fell for
the eighth straight session Friday,
its longest losing streak since a
12-day decline in July 2008.

The Nikkei Stock Average of 225
companies ended down 0.04% at
9287.28 and was off 5.4% for the week.

“Stock prices
are a leading indica-
tor of Japan’s eco-
nomic conditions,
so it is very disap-

pointing that [the Nikkei], which
was around 10000 awhile ago, is
now near 9000,” Japanese Finance
Minister Kaoru Yosano said.

There was little news to stimu-
late stocks and broader indexes
traded narrowly.

Shipping shares foundered on
concerns about lower freight rates.
Nippon Yusen K.K. fell 3.3%, Mitsui
O.S.K. Lines slipped 2.9% and Ka-
wasaki Kisen Kaisha was off 3.9%.

All Nippon Airways fell 5.8% as
hedge funds reportedly shorted the
stock before the company sets the
price of a share offer this week.

On the other hand, short-cover-
ing benefited shares of Honda Mo-
tor, which rose 1.3%. Fears of further
yen strengthening have been largely
factored into auto and tech stocks,
one analyst said.

In India, broad-based selling in
the last hour of trading pulled
shares to their lowest closing level
in nearly two months. The Bombay

Stock Exchange’s Sensitive Index
fell 1.8% to 13504.22, a loss of 9.5%
for the week. A major contributor to
the decline was Reliance Indus-
tries, which fell 4%.

“This is panic selling…people are
going short on the markets without
any volumes whatsoever,” said Su-
nil Pachisia, vice president at Pratib-
huti Viniyog Ltd.

Capital-goods stocks were
among the biggest losers. Reliance
Infrastructure fell 6.5%, and
Jaiprakash Associates slid 5.6%.

Technology stocks bucked the
selling pressure after Infosys Tech-
nologies beat market expectations
to post a 17% rise in its fiscal first-
quarter net profit. Its shares rose
3%, while Wipro gained 3.4%.

China’s growing housing market is the
backdrop for the China State
Construction Engineering share sale.

By Aaron Back

BEIJING—Property prices in 70
of China’s large and medium-size
cities rose 0.2% in June from a
year earlier, the first increase in
six months, indicating the coun-
try’s real-estate market is recover-
ing from a sharp slowdown.

June’s rise follows a 0.6% de-
cline in May, according to a joint
survey by the National Develop-
ment and Reform Commission and
the National Bureau of Statistics
published Friday.

Property investment is being
closely watched by analysts in
China to gauge the strength of any
economic recovery.

Rebounding prices could bode
well for investment in the sector,
but many analysts have raised con-
cerns the market is being sup-
ported by easy credit from China’s
banks, and could develop into an as-
set bubble.

Property transactions have
been increasing since February,
fueled by low interest rates and
government measures to support
the sector, including tax breaks on
transactions and lower down-pay-
ment requirements.

China’s property sales between

January and June totaled 1.58 tril-
lion yuan ($231.24 billion), up 53%
from a year earlier, according to a
survey commissioned by the statis-
tics bureau and published Friday
in the China Information News.

On a month-to-month basis,
prices rose 0.8% in June, their
fourth consecutive rise, following
a 0.6% rise in May, the data from
the survey by the NDRC and the bu-
reau showed. Of the 70 cities in the
survey, all but five posted
month-to-month gains in property
prices in June.

Property prices in China’s top-
tier cities of Beijing, Shanghai,
Shenzhen and Guangzhou, which
soared before the downturn, fell
last month from a year earlier. The
biggest decline was in Guangzhou,
where prices fell 2%. But on a
month-to-month basis, prices rose
in all four cities.

Julien Zhang, managing direc-
tor of property consultancy Jones
Lang LaSalle in Beijing, said Thurs-
day China’s top-tier cities have
larger gluts of unused commercial
property due to overinvestment in
the boom years, while the situa-
tion in second-tier cities is better.
 —Juan Chen

contributed to this article.
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By Jonathan Weisman

L’AQUILA, Italy—The Group of
Eight leading industrial democra-
cies pushed many priorities of their
summit here off to larger groups of
countries, placing the next moves in
trade negotiations, climate-change
talks and containing Iran’s nuclear
program in front of the so-called
G-20 and the United Nations in Sep-
tember.

In his parting news conference
here, President Barack Obama took
a swipe at both the G-8 and the
United Nations as antiquated, as
other leaders also talked of formaliz-
ing a new grouping that would add a
half-dozen of the biggest develop-
ing nations to the current G-8.

“There’s no sense those institu-
tions can adequately capture the
enormous changes that have taken
place during those intervening de-
cades” since their founding,
Mr. Obama said. “The one thing I
will be looking forward to is fewer
summit meetings.”

Senior White House officials said
the president has more clearly de-
fined expectations for the Septem-
ber meetings.

The nations gathered in L’Aquila
did achieve one parting success, a
$20 billion pledge over three years
to overhaul food and agricultural as-
sistance to the poorest countries.
Only about half that pledge is new
money, according to the White
House, but it roughly doubles none-
mergency agricultural assistance.

Thursday, it had seemed that the
total would be only $12 billion, below
the level intended just days before. In-
stead, last-minute pledges came from
Canada and the European Union,
among other countries. Mr. Obama,
in a Friday morning session, made an
emotional, personal appeal, saying
richer nations had an obligation to
act. But he also said recipient nations
had to acknowledge that they were
complicit in their poverty, through
corruption, a lack of transparency
and other barriers to growth.

“Wealthier nations have a moral
obligation as well as a national secu-
rity interest in providing assis-
tance,” he told reporters. “The flip
side is that countries in sub-Sa-
haran Africa and elsewhere in the
world that are suffering from ex-
treme poverty have an obligation to

use the assistance that’s available in
a way that is transparent, account-
able, and that builds on rule of law.”

On Iran, Mr. Obama edged closer
to an ultimatum, saying there would
be consequences if Tehran contin-
ues to pursue nuclear weapons and
shuns negotiations by the time the
G-20 meets. “We’re not going to just
wait indefinitely .... and wake up one
day and find ourselves in a much
worse situation and unable to act,”
he said.

On trade, nations agreed to a se-
riesofbilateralmeetings atwhich de-
veloping countries will outline for
which products and services they in-
tend to maintain protective tariffs
and other barriers, and which they
will allow to compete globally. The
idea, according to a U.S. official, is to
achieve clarity to speed up global
trade talks that the 17-nation Major
Economies Forum pledged to com-
plete by 2010.

The forum also pledged to de-
liver plans to the G-20 meeting to fi-
nance clean technology and refores-
tation programs to combat climate
change, and to help poor countries
adapt to an already warming world.

That demand was a surprise
move sprung by Mr. Obama behind
closed doors Thursday, to come up
with something concrete after devel-
oping countries unexpectedly
balked at accepting firm targets for
emissions reductions.

Progress on all of the issues will
depend in large part on Mr. Obama’s
sway both with the U.S. Congress
and balky partners such as Russia.
Congress on Thursday cut his aid re-
quest to help developing countries
respond to climate change. The Sen-
ate Appropriations Committee on
Thursday cut $100 million from the
$500 million requested by the presi-
dent to help developing countries fi-
nance climate change projects. On
the same day, the House pared the re-
quest back to $225 million.

Russian President Dmitry
Medvedev also struck a discordant
tone after a week of wooing by Mr.
Obama. He suggested no progress on
Washington’s arms control agenda
is possible until Mr. Obama scraps
the East European missile-defense
site. “If there is no positive decision
on this particular issue, than all oth-
ers will also fail,” he said.
 —Stacy Meichtry

contributed to this article.
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WASHINGTON—Former U.S. Vice
President Dick Cheney directed the
Central Intelligence Agency eight
years ago not to inform Congress
about a nascent counterterrorism
program that CIA Director Leon
Panetta terminated in June, officials
with direct knowledge of the matter
said Saturday.

Subsequent CIA directors didn’t
inform Congress because the intelli-
gence-gathering effort hadn’t devel-
oped to the point that they believed
merited a congressional briefing,
said a former intelligence official and
another government official familiar
with Mr. Panetta’s June 24 briefing to
the House and Senate Intelligence
committees.

Mr. Panetta didn’t agree. Upon
learning of the program June 23 from
within the CIA, Mr. Panetta termi-
nated it and the next day called an

emergency meeting with the House
and Senate Intelligence committees
to inform them of the program and
that it was canceled.

Mr. Cheney played a central role in
overseeingtheBushadminis-
tration’s surveillance pro-
gram that was the subject of
aninspectors-generalreport
last week. That report noted
that Mr. Cheney’s chief of
staff, David Addington, per-
sonallydecided who in Presi-
dent George W. Bush’s inner
circle could know about the
secret program.

But revelations about Mr.
Cheney’s role in making deci-
sions for the CIA on whether
to notify Congress came as a surprise
to some on the committees, said an-
other government official.

An effort to reach Mr. Cheney was
unsuccessful.

Exactly what the counterterror-
ism program was meant to do re-
mains unknown. A former intelli-
gence official said it wasn’t related to
the CIA’s rendition, interrogation and

detention program. Nor
was it part of a wider classi-
fied electronic-surveillance
program that was the sub-
ject of a government report
to Congress last week.

Meanwhile, U.S. Attor-
ney General Eric Holder is
considering whether to ap-
point a criminal prosecutor
to investigate the Bush ad-
ministration’s interroga-
tion practices, a move that
would run counter to Presi-

dent Barack Obama’s wishes to leave
the issue in the past. Mr. Holder plans
to make a final decision within the
next few weeks, a Justice Depart-
ment official said.

Report cites flaws in U.S. wiretapping

G-8 leaders defer issues
to summit of G-20, U.N.
Obama airs doubts
on groups’ suitability
to tackle challenges

Cheney told CIA to conceal program

Dick Cheney Agence France-Presse/Getty Images

From left, Italian Prime Minister Silvio Berlusconi, Russian President Dmitri
Medvedev and Libyan Leader Col. Moammar Gadhafi at the G-8 summit in Italy.

By Siobhan Gorman

WASHINGTON—Extensive se-
crecy limited the effectiveness of
the U.S. National Security Agency’s
warrantless surveillance program,
according to an internal review of
the program completed Friday.

The review, the first comprehen-
sive independent look at an unprece-
dented program that roused exten-
sive debate during the Bush adminis-
tration, also questioned the legal ba-
sis for the original program and cast

doubt on some of the administra-
tion’s justifications.

For the first month of its existence
in October 2001, the program was run-
ning without a Justice Department le-
gal opinion. The first legal memo for
the program wasn’t drafted until the
following month, the report found.

The report by the inspectors gen-
eral of five government bodies in-
volved in the program also recom-
mended that the current version of
the program, which Congress autho-
rized last year, “should be carefully

monitored.”
In recent months, lawmakers in

both parties have raised alarms that
the program was collecting far more
domestic data than intended. The
Obama administration says it has
added safeguards.

Bush officials repeatedly de-
scribed the warrantless-surveil-
lance program as critical to U.S. na-
tional security. As recently as May,
former Vice President Dick Cheney
said that it “prevented attacks and
saved lives.”

WSJ.com

ECONOMY & POLITICS

Online today
See photos and video from the G-8

meeting at WSJ.com/World

You don’t want a
capital market that
functions perfectly if
you’re in my business.
– WARREN BUFFETT, CEO, BERKSHIRE HATHAWAY

as quoted in FORTUNE’s 4.28.08 issue

“

”

See the latest issue on newsstands
or go to www.fortune.com.

© 2009 Time Inc. FORTUNE and Fortune.com are
registered trademarks of Time Inc. All rights reserved.

Business Needs

10 MONDAY, JULY 13, 2009 T H E WA L L ST R E ET JO U R NA L .

By Deborah Solomon

And Robin Sidel

WASHINGTON—Several Wall
Street firms seeking to buy back
warrants held by the government
as part of the $700 billion financial
bailout are complaining that the
Treasury Department is demand-
ing too high a price, according to
people familiar with the matter.

The Treasury has rejected the
vast majority of valuation propos-
als from banks, saying the firms
are undervaluing what the war-
rants are worth, these people said.
That has prompted complaints
from some top executives.
J.P. Morgan Chase & Co.
Chief Executive James Di-
mon raised the issue di-
rectly with Treasury Sec-
retary Timothy Geithner,
disagreeing with some of
the valuation methods
that the government was
using to value the war-
rants.

The inability to agree
on a price has already
prompted J.P. Morgan to
take the next step in a com-
plex process to remove
the warrants from the hands of the
government. The bank has waived
its right to buy the warrants and
will allow the Treasury to auction
them in the public market, which
bank executives say will result in
an actual market price.

“We’re very supportive of the
Treasury’s process regarding the
warrants,” a J.P. Morgan spokes-
man said. The bank said it took the
action after the Treasury rejected
its bid, which was based on an inde-
pendent appraisal.

The disagreement between
banks and the Treasury indicates
that the banking sector, despite be-
ing pilloried for its role in the finan-
cial crisis, is becoming increas-
ingly confident in its dealings with
Washington. Some banks have be-
gun pushing back against some
government initiatives, a move
fraught with political risk.

It also is an indication of how
tricky it is going to be for the gov-
ernment to extricate itself from its
unprecedented investment in the

financial sector. The U.S. has
flooded the financial sector with
hundreds of billions of dollars,
most of which is expected to even-
tually be repaid and, possibly, cre-
ate a profit for taxpayers.

Many banks have repaid their
Troubled Asset Relief Program
funds. But the govern-
ment still holds warrants
giving the U.S. the right
to buy common equity in
those firms for a set
price. The warrants are
difficult to value because
they don’t trade and de-
pend on an estimate of a
bank’s future stock price.

Some banks argue
they shouldn’t have to
pay much, saying the gov-
ernment’s investment
was essentially a short-
term loan they accepted under du-

ress to help stabilize the fi-
nancial sector. Others ar-
gue that the government
shouldn’t be draining bank
capital at such a difficult
time. At least one bank has
argued it shouldn’t have to
pay the government any-
thing.

But the Treasury is un-
der pressure to extract as
much money as possible
for the warrants and avoid
seeming to favor Wall
Street over taxpayers. Law-

makers and the bailout’s indepen-
dent overseers have warned the
Treasury against settling for too
low a price and robbing taxpayers
of a richer return.

A Treasury spokesman said the
government “has laid out a consis-
tent and clear process for valuing
warrants which is the same for all
institutions, large and small. We
believe our process goes a long
way in protecting taxpayers.”

It is unclear exactly how much
money is at stake, given the debate
over valuation, but some indepen-
dent valuations have placed the
warrants at anywhere between $4
billion and $15 billion.

Treasury officials are cogni-
zant that their actions will be
highly scrutinized, with likely con-
gressional hearings and reports,
and are taking a firm line.

“Treasury would be well ad-
vised to push hard because the Con-
gress and the public really care
about whether it’s perceived that
there’s a fair price being received
for the warrants,” said Douglas El-

liott, a fellow at the Brookings In-
stitution in Washington. Given the
support offered banks in recent
months, “it’s reasonable to at least
get a fair market price for the war-
rants,” he said.

To smooth the transition out of
TARP, the Treasury outlined a pro-

cess last month for dispos-
ing of the warrants. Banks
can purchase the warrants
if the Treasury agrees with
the price the firms are will-
ing to pay. If the Treasury
rejects the valuation, the
two sides can enter into a
potentially lengthy arbitra-
tion process involving mul-
tiple third-party valua-
tions.

Banks also can waive
their right to purchase the
warrants and have the Trea-

sury sell them through a public auc-
tion. That’s the step taken by J.P.
Morgan Chase.

Many banks want to buy back
the warrants so that the govern-
ment no longer has its tentacles on
the firms. Many banks are repay-
ing TARP because of concerns
about executive compensation and
other restrictions imposed on
firms accepting government aid.
While the law currently exempts
the warrants from any type of re-
strictions, many banks are wary
that the rules could be changed.

To determine what the war-
rants are worth, the Treasury said
it will use market prices, financial
models and consult outside asset
managers.

Banks push U.S. on warrants
J.P. Morgan Chase
lets market set price;
Treasury rejects bid

Timothy
Geithner

James Dimon

By Joel Sherwood

Norway’s biggest lender, DnB
NOR ASA, posted a 64% drop in sec-
ond-quarter net profit on Friday,
hit by write-downs and losses in
the Baltic region.

Net profit fell to 1.2 billion Nor-
wegian kroner ($185.4 million)
from 3.3 billion kronor a year ear-
lier, while net interest income rose
13% to 5.65 billion kroner from 5.02
billion kroner.

Write-downs on loans and guar-
antees surged to 2.32 billion kroner
from 275 million kroner, particu-
larly in the Baltic region. The com-
pany is the first major Nordic bank
to release second-quarter figures.

“There is still great uncertainty
about future economic develop-
ments, but there are now several
signs that the negative trend may
be about to reverse,” DnB NOR said.
Those signs stem primarily from
less-grim economic developments
than in other recent quarters, as fis-
cal stimulus plans and the loosen-
ing of monetary policy around the
world take hold.

“In the second quarter, there
were several signs that the situa-
tion was easing. Production contin-
ued to fall parallel to a rise in unem-
ployment, but the rate of change
was slower than in previous quar-
ters, indicating that the strong
monetary and fiscal stimulus mea-
sures were beginning to work,” the
bank said.

Despite the difficult situation in
the Baltics, a region that has been
particularly hard hit by the finan-
cial crisis, the bank maintained
that total write-downs this year
will be between eight billion kroner
and 10 billion kroner, citing lower-
than-predicted write-downs in Nor-
way.

The economies of Latvia, Lithua-
nia and Estonia are expected to
shrink by about 15% this year after

overheated expansion in the mid-
dle of the decade.

Nils Christian Oyen, an analyst
at First Securities, said the figures
were disappointing and it was clear
that “the Baltic situation is deterio-
rating.”

Judging by DnB’s result, Mr.
Oyen said, other major Nordic
banks that have exposure to the
plummeting Baltics, such as Swed-
bank AB and Skandinaviska En-
skilda Banken AB, known as SEB,
are also likely to see heavy losses in
those operations, even though they
took heavier write-downs in the
first quarter than did DnB.

DnB’s losses in Baltics
signal pain for its rivals

The bank held
to its forecast for
total write-downs
for the full year.

By Amir Efrati

The law firm charged with liqui-
dating Bernard Madoff’s defunct
firm and marshaling assets for vic-
tims of his fraud on Friday asked a
bankruptcy judge to approve
nearly $15.5 million in fees for its
work in the case.

In the fee request, the law firm
Baker & Hostetler LLP and part-
ner Irving Picard, who was ap-
pointed trustee of the Madoff firm
last year, cited a wide array of
work, including winding down the
Madoff firm’s operations and coor-
dinating efforts with federal au-
thorities investigating the Ponzi
scheme.

The request was filed in a Man-
hattan bankruptcy court. In its fee

request for work done between
Dec. 15 of last year through the end
of April, Baker requested $14.7 mil-
lion, while Mr. Picard sought about
an additional $759,000, or nearly
$700 an hour. The Securities Inves-
tor Protection Corp., a brokerage-
funded group that assists custom-
ers of failed brokerages, is picking
up the tab.

As trustee, Mr. Picard has filed
lawsuits seeking about $15 billion
from individuals and firms who
made significant withdrawals
from the Madoff firm in the years
before its collapse. He also is nego-
tiating settlements with numerous
parties.

So far, he has recovered more
than $1.2 billion. Mr. Picard has
paid out $168.4 million in claims.
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Cost of liquidating Madoff assets:
$15.5 million and still counting
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