
NEW DRIVER: Passengers walk past a National Express train at Waverley Station in Edinburgh, Scotland, on Wednesday. The
government takeover of the unprofitable company highlights the problems facing the country’s fragmented rail network. Page 4.
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Bond-market finance takes hold
European companies follow American counterparts’ lead as banks curb lending in downturn

U.K. seizes franchise that runs London-Edinburgh trains

Cautious optimism

U.S. stocks surged in quarter,
but many investors are wary
Markets Review, page 21
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By Stephen Fidler

And Neil Shah

LONDON—An unprece-
dentedrise inEuropeancompa-
nies’ use of bond markets,
rather than banks, to raise
money could cool off in coming
months. But the shift toward
bond-market finance across
the continent may be here to
stay.

European companies have
historically relied on lending
from banks, rather than tap-
ping the bond markets as U.S.
companies tend to. Yet despite
the fact that European politi-

cians have loudly blamed “An-
glo-Saxon capitalism” for the
global financial crisis, compa-
nies across the continent have
this year raised billions of dol-
lars, American style, from the
bond markets.

As banks curb lending in an
effort to strengthen their own
finances, the bond markets
have come to life like never be-
fore, providing companies
with a crucial lifeline amid a
sharp recession. So far this
year, with no help from govern-
ment guarantees, European
nonfinancial companies out-
side the U.K. have raised some

$318 billion from the bond
markets, up 45% from the
whole of 2008 and more than
any entire year on record, ac-
cording to data provider Dea-
logic Inc.

Although official data
show bank lending flattening
rather than tumbling through
the first quarter, companies
and bank regulators report
that banks are starting to re-
treat from lending as they re-
build their balance sheets.

One drawback with bond-
market financing is that the
market isn’t always open for
business. In fact, in the short

term, such a setback may be in
the cards. “The market has got-
ten a little ahead of itself,” says
Stephen Dulake, a credit ana-
lyst at J.P. Morgan Chase. Ac-
cording to J.P. Morgan, 60% of
European credit investors
plan to reduce their exposure
or hold steady, even as more
than half expect to have more
money to manage.

Nigel Sillis, director of
fixed-income and currency re-
search at Baring Asset Man-
agement, says he remains “en-
thusiastic” about corporate
debt but has grown more wary
of where the market is headed.

“We’re certainly a lot keener
on watching market develop-
ments,” he says. Bond inves-
tors are questioning economic
recovery, and worries about
the financial strength of com-
panies are beginning to revive.
Also, some of the bond buyers
in the recent rallies may have
been speculating on market
momentum rather than taking
long-term views, suggesting a
selloff is possible.

Nonetheless, many bank-
ers say they expect the trend
to continue in the long term.
Banks are likely to shrink their
balance sheets, a process that
will curb lending over an ex-
tended period. Bank regula-
tors are also determined for
banks to hold more capital
against their lending, thereby
driving up the price of loans
and increasing the attractive-
ness of bond finance. Until the
financial crisis, some bank
lending was also enabled by se-
curitization as banks shifted
their loans to investors in the
form of securities, but bank-
ers don’t expect that to revive
to anywhere near its pre-crisis
heights.

One other reason for the
shift to bonds was also respon-
sible 30 years ago for driving
U.S. companies into bond mar-
kets: Many banks now have a
worse credit rating than their
customers. “As a result, compa-
nies that can bypass the banks
to access capital markets di-
rectly are doing so,” Mervyn
King, governor of the Bank of
England, said last month.

Going forward, continen-
tal European companies “will
have to become much more in-
terested in the capital markets

Please turn to page 31

Mr. (EU) President
Barroso’s second term
will be better if he sticks
to liberalism. Page 11

U.S. President Barack
Obama, heading to Moscow
for a summit with Russian
leaders on Monday, is hoping
that progress on a nuclear
arms-control accord and a
softened U.S. stance on mis-
sile defense and NATO expan-
sion could reduce bilateral
tensions over a host of issues.

But a series of recent Rus-
sian actions have lowered ex-
pectations for the summit,
and decisions on the thorny
subjects of Iran, Georgia and
the U.S. plan to locate a mis-
sile-defense system in East-
ern Europe are likely to be left

for the future.
“We shouldn’t have exces-

sive hopes,” said a senior Rus-
sian diplomat in Moscow. “De-
spite all this constructive at-
mosphere, the deeper you get
into details, the more difficul-
ties you find.”

In the last few weeks, Rus-
sia has recognized the contro-
versial re-election of Iranian
President Mahmoud Ah-
madinejad, forced peacekeep-
ers out of Georgia, and sug-
gested that Mr. Obama could
realize his ambitious goals for
nuclear-weapons reduction
only if he pulls back on the
U.S.’s missile-defense plans.

“The president made very
clear he wanted to establish a
different kind of relationship
with Russia,” said National Se-

Please turn to page 31

Leading the News: With oil field deal in hand, BP’s real work now starts in Iraq
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By Jonathan Weisman
in Washington and
Gregory L. White and
Alan Cullison in Moscow

U.S.-Russia summit

gets a dose of reality

Inside
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Ford Motor fared better than
its rivals as its June car sales
fell 11%. Chrysler, GM and Toy-
ota had declines of more than
30%, and U.S. sales appeared
to miss the hoped-for annual-
ized rate of 10 million. Page 3

n BA called for a mediator
to facilitate union talks as
the Unite union criticized the
carrier for failing to appear
for negotiations. Page 4

n Declines in U.S. manufac-
turing activity slowed in
June, raising the likelihood
the sector could see growth
in the second half. Page 8

n Strong data on housing
and manufacturing helped
send U.S. stocks higher. Min-
ers contributed to advances
by European shares. Page 18

n German Chancellor Merkel
is seeing fault lines open in
her coalition over her pledge
to reduce taxes. Page 9

n U.K. data showed manufac-
turing gains, as revised fig-
ures indicated the EU is recov-
ering at a slower pace. Page 9

n Roche will cut the price of
its Tamiflu antiviral drug by half
for developing nations. Page 5

n A law took effect in the
EU that cuts mobile-tele-
phone roaming prices by
more than 60%. Page 4

n Albania’s governing Demo-
cratic Party claimed it won a
weekend parliamentary vote,
but election officials said it
was too early to tell. Page 9

n Former Citigroup Chair-
man Win Bischoff is in-
cluded in a list of candidates
to succeed Lloyds Banking
Group’s chairman. Page 17

n Japanese manufacturers
showed improved sentiment
last month, but the outlook
for capital spending re-
mained weak. Page 23

n Japanese banks Shinsei
and Aozora agreed to a $5.9
billion merger and vowed to
steer clear of risky interna-
tional investments. Page 23

n The hard-line government
of Ahmadinejad is seeking
to cast its reformist oppo-
nents as outlaws who are
undermining Iran. Page 2

n Croatian Prime Minister
Ivo Sanader unexpectedly re-
signed, saying he had decided
to withdraw from politics.

n SABMiller will place a 10%
stake in its South African busi-
ness with black investors, in a
$778.2 million deal. Page 5
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Congress wants lower
Wall Street bonuses, blam-
ing them for encouraging
the excessive risk-taking
that helped cause the finan-
cial crisis. But the haphaz-
ard way that pay practices
are being altered may yield
the worst of all worlds:
higher fixed costs and less
accountability, without re-
moving the threat of key tal-
ent walking out the door.

Banks like Citigroup and
Bank of America, which
still have TARP funding, are
dealing with restrictions dic-
tated by Congress regarding
bonuses they can pay top
employees. To keep the rank-
and-file happy, Citigroup is
sharply raising base salaries
of 300,000 employees who
are eligible for a bonus.
Morgan Stanley, which re-
paid $10 billion in aid last
month, also has boosted
base pay, to $400,000 for
managing directors, from
around $300,000.

To keep up, even stron-
ger performers such as J.P.
Morgan Chase and Credit
Suisse are considering rais-
ing base pay. The result:
Higher fixed costs, even as
many banks continue to
struggle. When guaranteed

salaries rise, so do a range
of juicy benefits as well as
severance packages, which
are based on salaries.

There also is a question
of whether higher cash sala-
ries will mean lower bo-
nuses. A perverse outcome
of the Wall Street meltdown
is that compensation as a
proportion of revenues
could actually rise.

Pearl Meyer of Steven
Hall & Partners estimates
that Wall Street pay will
end up topping 60% of reve-
nue for the foreseeable fu-
ture, up from about 50% in

past years. It could hit 70%
at some smaller financial
firms, she says.

To be sure, the “comp ra-
tio” mightn’t stay at elevated
levels as revenues improve.
Morgan Stanley says its pay-
outs looked high in the first
quarter because movements
in the price of its debt re-
duced net revenues. Banks
say bonuses will be trimmed
to keep overall compensa-
tion about the same.

Citigroup says its
changes, made with the de-
sires of regulators and Con-
gress in mind, are aimed at

reducing the focus of em-
ployees on short-term re-
sults and keeping more of
them at the bank for the
long haul.

But salaries are paid in
cash, while bonuses are usu-
ally in cash and shares that
vest over time. More cash
up front arguably gives
workers fewer reasons to
stick around or worry about
the long-term performance
of their firms. At the same
time, bonuses aren’t going
away, so some traders and
bankers will continue to em-
brace risk to try to score
the highest payouts. A rise
in base pay is unlikely to at-
tract or retain the best trad-
ers and bankers.

Indeed, Goldman Sachs
says it has no current plans
to adjust the way it pays em-
ployees; its stars will con-
tinue to receive the bulk of
their pay in bonuses.

The crisis should have
led to a more rational pay
structure on Wall Street,
with pay remaining flexible
and bonuses paid largely in
stock that can be clawed
back if necessary. Instead,
Wall Street firms may end
up adopting a new set of
bad habits.
  —Gregory Zuckerman

Payment-in-kind debt
was the ultimate bull-mar-
ket instrument, a clever
ruse to enable buyout
groups to juice up leverage
by paying interest in addi-
tional securities. But they
didn’t look so clever when
the markets seized, as Ital-
ian telecom operator Wind
discovered when it was left
unable to refinance Œ1.7 bil-
lion ($2.38 billion) of PIK
loans. Now it has extricated
itself, but at a cost. Other
European leveraged buyouts
mightn’t be so lucky.

Wind, bought by entre-
preneur Naguib Sawiris in
2005, was one of the largest
European LBOs at the time,
valued at Œ12.1 billion, in-
cluding Œ9.3 billion of debt.
The PIK loans were sup-
posed to provide only short-
term funding, the structure
implying a refinancing in six
to 18 months. In the end, it
took 2µ years. Plans to refi-
nance were blown off
course by the credit crunch.
Instead, it issued Œ2.7 bil-
lion of high-yield bonds on
Wednesday.

This new debt hasn’t
come cheap. Wind must pay
a chunky consent fee to ex-
isting bondholders, increase

the interest rate on bonds
and its bank debt, and pay a
coupon of 11.75% on the new
bonds, the price of access-
ing the newly reopened high-
yield market. Barclays Capi-
tal pegs the extra cash inter-
est bill at Œ350 million to
Œ400 million a year, and
Fitch estimates the net inter-
est cover ratio will decline
to 2.5 times from 4.0 times.

But that is better than
the alternative: If left out-
standing, the interest mar-
gin on the PIK loan would
have risen two percentage
points in December. The PIK
also was fairly unique as it
contained clauses that
meant a default on the loan
would trigger a cross-de-
fault on other debt, a risk
that will be removed.

Unfortunately for others,
Wind’s situation may be a
one-time event. It has rela-
tively high credit ratings
and a strong track record of
generating cash flow and
paying down debt. The
structure of its PIK also
worked to its advantage.
Other investors, particularly
those exposed to cyclical
sectors, might insist that
the PIK is refinanced with
stock rather than debt.
 —Richard Barley

Wind’s PIK blowback

Marchers fill Hong Kong streets

Backfire: Wall Street pay rises

Crash survivor to France
Rescuers search area
in Indian Ocean
where plane hit

By Max Colchester

And Daniel Michaels

The 12-year-old girl who survived
the crash of a Yemenia Airways jet-
liner Tuesday was was being trans-
ported back to France as the Euro-
pean Union stepped up its scrutiny
of the carrier’s safety practices.

Bahia Bakari, who had been trav-
eling from Paris to Comoros with
her mother, clung to the wreckage
of the Airbus A310 for ten hours be-
fore being hauled out of the Indian
Ocean by sailors on a passing boat,
said a French government official in
the Comoros as part of a delegation
investigating the crash.

Ms. Bakari appears to be the sole
survivor of the crash; the 152 others
are feared dead.

On Wednesday, rescuers searched
the waters where the 19-year-old
plane crashed early Tuesday. The air-
craft’s so-called black boxes—voice
and data recorders—had not been
found, said a spokeswoman for Alain
Joyandet, France’s minister for inter-
national cooperation, who is on the is-
land. She said rescuers had received a
distress signal from the aircraft Tues-
day afternoon, but couldn’t offer
more details.

Ms. Bakari’s father, Kassim
Bakari, said on French radio his
daughter, who can “barely swim,”
had been flung out of the aircraft
and she held on to a piece of the
plane. “She’s a very timid girl; I
never thought she would escape like

that,” Mr. Bakari said.
Officials say Ms. Bakari’s mother

is feared dead. “When I called her
she was asking where her mother
was,” Mr. Bakari said on the radio.
“We told her that her mother was in
a room next door,” he said, noting he
didn’t want to traumatize her fur-
ther.

The girl was set to arrive back in
Paris on Thursday morning with Mr.
Joyandet, a spokeswoman for the
minister said. She will then be taken
to a local hospital.

Mr. Joyandet hailed Ms. Bakari’s
survival as a “true miracle.”

In Europe, EU officials sum-
moned Yemenia managers to an al-
ready planned meeting of an EU avi-
ation-safety committee, but Yeme-
nia Chairman Abdulkalek Saleh Al
Kadi said nobody from the carrier
could attend.

“We’re not able to at such short
notice,” Mr. Al Kadi said in an inter-
view. “All of our resources are now
working on the crash inves tiga-
tion.”

The committee, which oversees
an EU “blacklist” of unsafe airlines,
on Wednesday notified Yemenia
that it wanted an update on the carri-
er’s efforts to maintain safety stan-
dards.

Over the past two years, the EU
body has considered placing Yeme-
nia on the blacklist following re-
ports of lapses in maintenance and
equipment on Yemenia planes—in-
cluding the one that crashed— at air-
ports in France, Italy and Germany.

A spokesman for the EU’s Trans-
portation Commission, part of the
EU’s executive arm, said the safety
committee will again evaluate how
Yemenia is performing.

“So far, they were performing

well” on inspections in Europe, said
spokesman Andrea Maresi.

The investigation is being led by
officials from the Comoros Islands
with support from France’s Bureau
Enquettes et Analyzes, or BEA, a
BEA spokeswoman said.

Mr. Al Kadi said Yemenia is “coop-
erating fully” with investigators.
“Of course we’re concerned about
being put on to a blacklist,” Mr. Al
Kadi said. “We hope that the EU will
be fair in their judgment.”

Separately, the BEA said it plans
on Thursday to release its initial
findings on the crash of an Air
France Airbus A330, which plunged
into the Atlantic Ocean en route
from Rio de Janeiro to Paris a
month ago, killing all 228 people on-
board.

Investigators haven’t recovered
the plane’s black boxes, so they

have few leads on which to base
their analysis.

The BEA spokeswoman said that
although batteries on the black
box’s beacons were designed to last
30 days, the manufacturer told in-

vestigators they could last as long
as 42 days, so a search using highly
sensitive underwater microphones
will continue.

 —Stefania Bianchi in Dubai
contributed to this article.

Wall Street chief executives appear on Capitol Hill in February, in
a hearing that focused on how banks spend TARP funds.

Bahia Bakari, above, clung to the wreckage of the Airbus A310 for ten hours
before being hauled out of the Indian Ocean by sailors on a passing boat.
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By Sky Canaves

HONG KONG—Tens of thousands
of Hong Kong residents marched
through the streets on the 12th anni-
versary of the former British colo-
ny’s return to Chinese sovereignty,
one of the largest such protests in
five years and a sign of discontent
with this city’s government.

Police said at least 26,000 people
participated. Organizers put the
number at 76,000, still short of their
forecast of at least 100,000. Police
said last year’s turnout was 15,000,
while organizers put it at 47,000.

While calls for greater democracy
are a common rallying cry at the an-

nual July 1 march, protesters now
push a broader range of causes than
in 2003 and 2004, when the tradition
took off. On Wednesday, participants
represented a broad spectrum of in-
terest groups, who see the occasion
as a valuable opportunity to draw at-
tention to their concerns. In addition
to the large pro-democracy contin-
gent, residents marched under the
banners of causes that included heri-
tage preservation, the environment
and the rights of domestic helpers
from Indonesia and the Philippines.

Earlier Wednesday, a separate,
smaller march was held by patriotic
supporters of Beijing to express
their opposition to Hong Kong’s de-

mocracy activists. The government
also organized a parade to celebrate
the handover anniversary.

Under the policy of “one country,
two systems,” Hong Kong manages it-
self under Beijing’s supervision, and
it retains an open media, freedom of
expression and a separate legal sys-
tem based on British common law.

Hong Kong democracy activists
want to see universal suffrage for
Hong Kong’s chief executive and the
legislature by 2012, while Beijing
has said that the process won’t be-
gin until 2017.

Hong Kong residents also are con-
cerned about economic conditions
in the city.
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By Farnaz Fassihi

BEIRUT—Aselementsof Iran’sgov-
ernment called for opposition leader
Mir Hossien Mousavi to be investi-
gated, Mr. Mousavi and former Presi-
dent Mohammad Khatami lashed
back,with Mr.Mousavisaying thegov-
ernment’s crackdown on demonstra-
tors was “tantamount to a coup.”

In a statement posted on his Web
site, Mr. Khatami accused Iran’s lead-
ership of a “velvet coup against the
people and democracy” and criti-
cized what he called “a poisonous se-
curity situation” in the wake of vio-
lent street protests.

Mr. Mousavi and Mr. Khatami ap-
peared to be responding to efforts of
President Mahmoud Ahmadinejad’s
government to cast its reformist op-

ponents as outlaws who are under-
mining the state.

Opposition leader Mir Hossein
Mousavi has been accused by some
hard-liners as fanning the flames of
unrest and blamed responsible for
blood spilled during clashes between
protestors and security forces.

On Wednesday, a student wing of
Basji—plainclothes militia responsi-
ble for crushing protesters with guns,
batons and chains—asked Tehran’s
chief prosecutor to investigate Mr.
Mousavi’s role in “destabilizing na-
tional security.” A conviction on the
charge carries a maximum 10 years in
prison and would bar Mr. Mousavi
from running for office again.

Mr. Mousavi struck back defi-
antly, announcing he plans to form a
political party with a group of like-

minded intellectuals. He said the
party would make public all the alle-
gations of vote fraud and pursue
their complaints legally through the
judiciary.

“They keep asking me to forgive
and forget. I will not compromise
nor negotiate over the vote and the
right of the public,” Mr. Mousavi
said in his statement, his ninth since
election unrest began, posted on his
personal Web site.

The post-election unrest over the
disputed presidential vote has cre-
ated the worst crisis in the Islamic re-
public’s 30-year history. As security
forces crushed the continuing street
protests, the regime began pursuing
the line that the turmoil was con-
ceived by reformers and funded by
Westerners—namely Americans

and British. Purported confessions
are surfacing in state-media from de-
tained journalists and prominent re-
formers acknowledging their role in
orchestrating a “velvet revolution”
to topple the regime.

In waves of arrests, security
forces quietly rounded up hundreds
of reformers, journalists, human-
rights lawyers, students and activ-
ists. Iran also arrested nine local na-
tional staff of the British Embassy
over the weekend, creating a diplo-
matic uproar across the European
Union. All but one has been re-
leased.

“Despite the enemies’ both hid-
den and obvious plots to overthrow
the system with velvet revolutions,
they were defeated and did not
achieve their objective,” Mr. Ah-
madinejad said when election re-
sults were certified early this week
by the Guardian Council, a constitu-
tional supervisory board.

EU diplomats are likely to dis-
cuss on Friday a British proposal to
jointly recall their ambassadors
from Tehran to protest Iran’s arrest

of British Embassy employees, EU
diplomats said. Although it would
be temporary, the proposal is contro-
versial within the EU.

Some countries are concerned
that cutting diplomatic ties with
Iran would only serve to further iso-
late the regime at a time when the in-
ternational community is trying to
persuade Tehran to engage in talks
over its nuclear program, according
to an EU diplomat familiar with the
discussions.

 —Marc Champion in Brussels
contributed to this article.

Iranian hard-liners condemn opposition as ‘outlaws’

Oil grouping faces hurdles in Iraq
BP-led consortium
will help define
new partnerships

CORRECTIONS &
AMPLIFICATIONS

By Gina Chon

And Guy Chazan

BAGHDAD—Now that a BP PLC-
led consortium has won the rights
to rehabilitate one of the world’s big-
gest oil fields in Iraq, the real work
for the British giant and its Chinese
partner is just beginning.

The project will be a test case for
how Western oil companies will be
received in Iraq.

The BP consortium, which in-
cludes China National Petroleum
Co. as the minority partner, won a
fee-based contract to boost produc-
tion at Iraq’s Rumaila oil field.

Other major oil concerns, such as
Exxon Mobil Corp., ConocoPhillips
and Italy’s Eni SpA, walked away
from the bidding round this week,
saying the ministry’s terms—in

some cases payouts of as little as $2
per barrel of oil pumped—weren’t
acceptable.

Still, big oil companies, eager for
new frontiers, will likely remain in-
terested in Iraq, home to some of the
world’s largest reserves. India’s
ONGC; China’s CNOOC and China Pe-
troleum & Chemical Corp., or Si-
nopec; Korea Gas Corp., or Kogas;
and Russia’s OAO Lukoil and OAO
Gazprom, all were involved in the
failed bids on Tuesday.

Iraq’s cabinet officially approved
the BP-led offer on Wednesday. It re-
jected bids submitted for six other
fields, saying the bidders’ demands
for per-barrel payouts were too
high. An eighth contract—Man-
suriya gas field—in the volatile Diy-
ala region drew no bidders.

The oil ministry is considering
its next step, including whether to in-
clude the remaining fields in a sec-
ond bidding round later in the year.

The successful BP-CNPC bid has
cemented Beijing as a big player in
Iraq, following the Chinese compa-
ny’s $3 billion deal late last year to

develop a field in southern Iraq. De-
spite the terms, industry analysts
say the consortium can make a profit
in the deal, though the returns will
be far less than initially expected.

The prize for BP is a rare opening
to pump crude in the Middle East,
where most of the world’s oil is con-
centrated and which is largely off-
limits to major oil concerns. A BP
spokesman declined to comment.

The project won’t have a big im-
pact on the value of BP’s global port-
folio, with the rates of return mar-
ginal and the upfront costs high,
said Alex Munton, an Iraq specialist
at oil consultancy Wood Mackenzie.

“But this is still a viable project
economically,” he said. “And where
else in the world can you access an
opportunity on this scale?”

BP’s Rumaila deal faces other big
uncertainties and challenges. Some
Iraqi lawmakers are saying they
have legal authority to vet the con-
tract. The oil ministry maintains
BP’s contract needs approval only
from Iraq’s cabinet. Meanwhile,
Iraq’s parliament hasn’t passed a pe-

troleum law laying out the legal
ground rules for foreign investment
in the country’s petroleum sector.
This week’s auction round was
meant to spearhead development
despite that stalled legislation.

Some executives have ques-
tioned whether contracts signed by
the current government will be hon-
ored by the new government, due to
take power after elections next year.
And it is unclear how BP and CNPC
will work with Iraq’s formidable
state-owned oil companies, which
now control almost every facet of
the oil-production process.

One of the prospective local part-
ners—the South Oil Co., based in
Basra in southern Iraq—already has
signaled its reluctance to work with
the bid winners. “There are a lot of
unknowns about how things will run
on the ground,” said Nadia Salem,
Iraq legal team leader for Dubai-
based Al Tamimi & Company, which
advised some of the companies par-
ticipating in the bid round.

But Baghdad officials say Iraq—
suffering from a cash crunch due to

faltering oil production and lower
global crude prices—has an interest
in making BP’s entry into Iraq
smooth.
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Oil auctions
Schedule for bid round 
process by Iraqi oil ministry:

Feb. 18, 2008: Prequalification 
deadline for bid round

April 14: Announcement 
of 35 prequalified companies 

June 30: 
Formal announcement of round

October 13: London roadshow  

End of October: 
Data packages available

April 1, 2009: 
Deadline for comments 
from companies on contract 

June 1: Deadline for payment of 
participation fees        

June 30: Bidding and 
announcement of winner

July 15: Deadline for submission 
of proposed development 
approach by winning bidder  

August: Contracts signed

Chad Mirkin, winner of the 2009
Lemelson-MIT Prize, founded Nano-
sphere Inc., in which he owns a small
stake, and closely held NanoInk Inc.,
where he is also a shareholder. A
June 25 Marketplace article incor-
rectly said that Mr. Mirkin owned
the companies.

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 Fax: 32 2 741 1600

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799
 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842 9600;
Paris: 33 1 40 17 17 01

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

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones
& Co. © 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

2 THURSDAY, JULY 2, 2009 T H E WA L L ST R E ET JO U R NA L .

Bond-market finance takes hold

France whacks food tax
Government hopes
move will bolster
restaurant industry

Europe's
bond boom
Issuance of bonds by 
non-financial European 
companies excluding 
the U.K. has already 
exceeded last year’s 
full total, in billions

Note: 2009 figures 
are as of June 30.
Source: Dealogic

0

100

200

300

$400

’0520001995

By Susana Ferreira

PARIS—Finance Minister Chris-
tine Lagarde dropped in on diners
at a neighborhood brasserie in Par-
is’s Opera district Wednesday, a
surprise visit aimed at touting the
government’s new tactic to get the
French spending again: lower
taxes on restaurant food.

“As restaurants lower their
prices, they can invest,” Ms.
Lagarde said after weaving
through the tables of Le Clos Bour-
guignon. “Employees will feel the
benefit, and consumers will feel
the benefit. Everyone wins.”

The government’s decision to
slash the value-added tax, a levy
similar to sales taxes in the U.S, to
5.5% from 19.6% in French restau-
rants starting Wednesday is
aimed at helping one of the coun-
try’s biggest industries, which has

suffered amid the economic
slump.

It is also part of an effort to
keep overall internal consumption—
the driver of France’s growth—
afloat. In May, consumer spending
on manufactured goods fell 1.6%,
compared with the year-earlier
month, according to government
data. As France’s summer sales
season gets under way, stores are
also enticing buyers with dis-
counts of as much as 70% on
clothes, accessories and house-
wares—bigger markdowns than in
the past.

But economists, and restaura-
teurs themselves, say they don’t
expect much of a windfall from the
lower tax on France’s restaurants,
cafés and bars.

Dominique Barbet, an econo-
mist at BNP Paribas, says restau-
rants may see an increase in busi-
ness if they pass the tax cut on to
their consumers. “But that will be
very difficult to measure,” he says.

Moreover, because restaurants
aren’t under any obligation to re-
duce their overall prices, the ef-
fect of the tax cut on overall con-

sumption could be limited. “A
share of this cut in VAT will be ab-
sorbed by restaurant owners to im-
prove their margins,” he said.

The drop in tax, which is ex-
pected to cost the French state
more than Œ2 billion ($2.81 bil-
lion), is one of the electoral
pledges made by President Nicolas
Sarkozy, and also had been pushed
for years by Mr. Sarkozy’s prede-
cessor, Jacques Chirac. After in-
tense lobbying by the French, it
was approved by EU authorities
earlier this year.

In exchange for the reduction
in tax, restaurant owners are be-
ing urged to reduce the prices of
different items, including entrees,
the plate of the day, desserts, min-
eral water and coffee. Alcohol—
which provides restaurants with
much of their income—isn’t sub-
ject to the tax reduction.

France’s finance ministry has
said that it would keep a watchful
eye and sanction those who falsely
advertise that they are passing on
the effects of the lower tax to their
customers by lowering prices—
but actually keeping their prices

unchanged.
Le Clos Bourguignon restau-

rant advertised their new lower
prices with a sign at the door: appe-
tizer of tomato and mozzarella for
Œ5.35, down from Œ6.10; lamb
chops for Œ13.50, down from Œ15;
and créme caramel dessert for
Œ3.80, down from Œ4.

But some restaurant owners
aren’t playing along. Xavier Dena-
mur, who owns a string of eateries
in the trendy Marais district of

Paris, says he doesn’t want the gov-
ernment to pressure him into
changing his prices—and prefers
to use the extra profit from the tax
reduction to buy more fresh, lo-
cally grown produce. Mr. Denamur
pushed through Le Clos Bourgui-
gnon on Wednesday and tried to
confront Ms. Lagarde.

“Why don’t you listen to restau-
rant owners who oppose this
move?” Mr. Denamur shouted. “I
won’t lower my prices.”

As U.S.-Russia summit approaches, talks get a dose of reality

FROM PAGE ONE

French Finance Minister Christine Lagarde, center, says restaurant employees
and consumers will benefit from the lowering of the value-added tax.

curity Council Russian expert
Michael McFaul, promising a “wide-
ranging discussion” with the goal of
resetting relations with not only the
Russian government but also Rus-
sian society.

Both the White House and the
Kremlin are talking up the expected
release of a status report on negotia-
tions to reduce strategic nuclear war-
heads to about 1,500 for each side.
Arms-control negotiators are then
expected to pivot to a larger effort to
further cut the numbers of strategic
warheads, battlefield nuclear weap-
ons and nondeployed warheads.
Progress is expected on some side is-
sues, such as transit of U.S. person-
nel and materiel through Russia to Af-
ghanistan and cooperation on fight-
ing terrorism and drug trafficking.

Mr. Obama, who reached out to
Russian President Dmitry
Medvedev in London this spring, ap-
pears prepared to meet him and Rus-
sian Prime Minister Vladimir Putin

partway on two of their biggest is-
sues, U.S. and Russian officials said.
The U.S. president is likely to reas-
sure the Kremlin that the U.S.’s
planned deployment of missile-de-
fense systems in Poland and the
Czech Republic is still far away and
dependent on a broad review of the
American missile-defense program,
set to be completed in the fall.

Russia argues that such a missile-
defense deployment would threaten
its nuclear deterrent, an assertion
the U.S. denies.

White House officials have raised
questions about the technological fea-
sibility of missile interceptors that
former President George W. Bush
hoped to deploy in Poland. And Krem-
lin officials have acknowledged the
deep cuts in missile-defense spend-
ing in Mr. Obama’s budget proposals.

Obama administration officials
also are expected to tell the Rus-
sians that they will tone down their
push to include the former Soviet Re-
publics of Georgia and Ukraine in

the North Atlantic Treaty Organiza-
tion. Moscow opposes their inclu-
sion, viewing the two countries as
within its zone of influence.

But Mr. Obama doesn’t plan to
put reassurances into writing or ac-
knowledge any concessions, a se-
nior administration official said.
“We are not looking to trade any-
thing away.”

Mr. Obama will seek to under-
score his commitment to Russian de-
mocracy during his visit, in meet-
ings with Russian opposition lead-
ers and former Soviet leader Mikhail
Gorbachev, as well as in a speech at
Moscow’s New Economic School.

Back-room promises aren’t likely
to be enough for Moscow, whose rela-
tions with the U.S. worsened last
year in the wake of Russia’s invasion
of Georgia. Russia wants concrete
signs of progress, such as formal co-
operation on missile defense, or even
deployment of some components on
Russian soil, said a Kremlin represen-
tative in Washington. “A reassurance—

and only a reassurance—is not that
reassuring,” he said.

The U.S. administration’s efforts
to embrace the Kremlin are appar-
ent in the summit schedule. Mr.
Obama is slated to hold more than
four hours of talks with Mr.
Medvedev, some of the longest meet-
ings the U.S. president will have had
with any world leader. And the sum-
mit’s planned focus on arms control
plays well to the Kremlin’s desire to
be treated as a superpower.

While Russian officials regularly
express a desire to bring relations
with Washington back from the post-
Cold War low reached after last sum-
mer’s war in Georgia, most of the
outreach so far has been by the U.S.
“We aren’t talking about a reset,” in
relations, Mr. Putin said in an inter-
view with Japanese journalists in
May.

Some Kremlin watchers in both
countries express concern that Mos-
cow could misinterpret U.S. talk of a
“reset” in relations as a new era of

concession by Washington. “The
United States has hit the famous
‘reset’ button, but Russia has not,”
said David J. Kramer, a senior fellow
at the German Marshall Fund, a
Washington-based think tank. who
served as a deputy secretary of state
in the Bush administration. “In-
stead, they continue to cite a litany
of grievances against the [former]
Bush administration and argue that
the burden for improving relations
is on the new team in Washington.”

Top Kremlin officials feel that
the U.S. took advantage of Russian
concessions during the Bush years,
and now Moscow should take a
tough line with Washington.
“There’s a widespread conviction
that any manifestations of acquies-
cence, constructiveness and good-
will don’t bring any benefits but are
simply swallowed and fuel the appe-
tite for more,” wrote Sergei Karaga-
nov, head of a prominent Kremlin
policy-advisory board, in one of Rus-
sia’s official newspapers last month.

Continued from first page

because bank debt clearly won’t be
available in size,” says Hermann
Prelle, head of European investment
banking at UBS AG.

According to the European Cen-
tral Bank, bank loans covered an aver-
age 56% of the financing needs of the
16-nation euro zone’s nonfinancial
companies from 2000 to 2008, com-
pared with just 14% in the U.S. Bond
markets provided just 10% of corpo-
rate-finance needs in this period,
compared with 31% in the U.S.

For a while during the financial
crisis, bank finance took over again
as market finance dried up. But this
year so far, the bond markets have
been back with a vengeance. Even Eu-
rope’s long-dormant “junk,” or high-
yield, bond market has sprung back
to life.

Warmly welcomed by investors
on Wednesday was a Œ2.7 billion
($3.79 billion) sale of eight-year debt
of Italian telecom company Wind

SpA, Europe’s biggest junk-bond deal
since October 2006. Proceeds will
prepay some loans and make a Œ500
million payment to parent Weather
Investments.

In addition to closing periodically,
bond markets have other drawbacks.
They are unlikely to help smaller com-
panies in Germany, Italy and Belgium,
which will still have to rely heavily on
banks, says Richard Portes, professor
of economics at London Business
School and president of the Centre
for Economic Policy Research.

But for some larger companies,
such as Swiss pharmaceutical giant
Roche Holding AG, the bond market
is the main source of financing. This
year, Roche has been the continent’s
largest corporate-bond issuer, rais-
ing $30.6 billion to help complete its
$46.8 billion takeover of California
biotech firm Genentech Inc. A Roche
spokeswomansays bank financing be-
came severely constrained after Leh-
man Brothers’ bankruptcy in Septem-

ber 2008. “Large amounts became im-
possible [to borrow], and smaller
amounts became prohibitively expen-
sive,” she says.

Gruppo Campari, an Italian
drinks maker that doesn’t have a
credit rating, turned this month to
the U.S. private-placement market to
raise $250 million in bond finance.
Chief Executive Bob Kunze-Conce-
witz says bond finance was more ex-
pensive than bank finance. But, with
banks more willing to lend short-
term rather than long-term, the
bonds allowed the company “to sub-
stantially lengthen the overall debt-
maturity profile,” he says.

The shift to bond markets is
something of an irony because of its
association with Anglo-American fi-
nancing techniques, which have
been condemned by some European
politicians.

In April, French President Nicolas
Sarkozy said “a page has been
turned” on the Anglo-Saxon model.

In September, German Finance Minis-
ter Peer Steinbrück blamed the finan-
cial crisis on the U.S. and its brand of
capitalism, telling Germany’s lower
house of Parliament that the U.S.
“will lose its superpower status in
the world financial system.”

In fact, the Anglo-Saxon model is
also associated with lax regulation,
an area where European govern-
ments are determined to crack down,
as well as market-based finance.

But in the latter case, Europe’s tra-
ditionally bank-dominated financial
system hasn’t offered an obviously

superior alternative, say some ana-
lysts. “There is no evidence from the
crisis that continental European fi-
nancial systems are more resilient
than the U.S. or U.K. systems,” says
Nicolas Véron of Bruegel, a Brussels-
based think thank. “There is even evi-
dence of the contrary.”

Yet if the migration of European
banks’ top customers to capital mar-
kets continues as many expect, it
could have repercussions for the bot-
tom line of traditional lenders strug-
gling to recover from the crisis.

Continued from first page
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Toyota has a lock on hybrid cars
Rivals left to license
the Prius patents or
to get around them

Personal Technology

Ford fares better than rivals as U.S. sales fall

European car sales get a lift from incentive efforts Lost chords no more
TuneUp Media clears up
mysteries on your digital
music player > Page 27

Toyota has filed for more than 2,000 patents for its hybrid technologies. A shopper checks out the 2010 Prius in May.
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By John Kell

The annualized rate of U.S. vehi-
cle sales likely remained at less than
10 million in June, though there are
signs of improved business at the re-
tail level and continuing gains in
other markets.

Ford Motor Co. beat expecta-
tions with an 11% year-on-year de-
cline, according to data released
Wednesday, while General Motors
Corp., Toyota Motor Corp. and
Chrysler LLC all lagged behind.

Executives noted a “softening”
in sales at the end of the month,
while Ford officials noted the emer-
gence of regional variations in U.S.
sales, with central regions outper-
forming relative weakness on both
coasts.

The declines at GM and Chrysler,
34% and 42% respectively, were

caused in part by tumbling fleet
sales as the companies tightened
their inventories and dealers re-
duced their stock of vehicles.

Fleet sales fell 49% and 95%, re-
spectively.

Still, Chrysler said its retail mar-
ket share rose by one percentage
point from a year earlier to 9%,
while GM said its retail sales in-
creased month to month for the
fourth consecutive month.

Ford’s market share rose three
percentage points from a year ear-
lier, while Toyota’s ongoing woes
meant it was outsold by Ford in the
U.S. for the third straight month and
put the company behind Ford on a
year-to-date basis.

The ongoing struggles in the U.S.
contrast with key markets showing
improvement, helped in part by
scrappage programs at a more ad-

vanced stage than in the U.S. France
logged a 7.1% increase in auto sales,
while Italy was up 12% and the rate
of decline in Japan abated. China
has also remained a source of rela-
tive strength for most manufactur-
ers.

Ford’s U.S. light-vehicle sales to-
taled 154,873, with Ford, Lincoln
and Mercury car sales down 11% and
sport-utility vehicles falling 20%,
less than previous months. Trucks
and vans declined just 6.9%, helping
Ford top GM in that segment.

June had 25 selling days, one
more than a year ago.

GM’s total was 176,571, with
trucks slumping 40% and cars down
24%. At the end of June, GM’s inven-
tories were down 26% to about
582,000 vehicles and down about
33% compared with January.

Toyota’s sales slid 32% to 131,654

as car sales slumped 36%. The Co-
rolla saw a 53% plunge, while Camry
sales dropped by 37%.

Honda Motor Co. reported a 30%
drop to 100,420, with cars slumping
41% and trucks off 4.9%.

“We are seeing signs of strength
in our light-truck segments with
solid gains for Honda’s Odyssey and
Pilot models this month,” said sales
executive John Mendel.

Chrysler’s 42% decline to 68,297
was led by a 48% drop for cars.
Chrysler, which didn’t produce any
vehicles for fleet sales in June, re-
ported it finished the month with
195,272 units in inventory, down
56% from a year ago and represent-
ing a 71-day supply.

Nissan Motor Co. posted a 23%
decline in sales to 58,298.
 —Doug Cameron

contributed to this article.

By A.H. Mooradian

And Alice Dore

Car makers in Europe felt some-
thing of a reprieve in June, as incen-
tives from governments and dealers
stemmed or reversed sales declines.

New-car registrations in France
rose to 235,407 in June from 219,754
a year earlier, according to data pub-
lished Wednesday by the French Au-
tomobile Manufacturers Associa-
tion. The association said the gov-
ernment’s temporary cash incen-

tives for car owners to scrap their
old vehicles and buy new ones moti-
vated car buying. But discounting
by car makers and dealers also
played a prominent role. Incentives
accounted for 20% of French June
new-car registrations, according to
the association.

The rapid decline in Spanish car
registrations during recent months
also eased in June thanks to govern-
ment aid, Spanish car manufactur-
ers’ association Anfac said Wednes-
day. Car registrations fell 16% from a

year earlier in June after falling 39%
in May and 46% in April, according
to Anfac. The government subsidies
boosted individuals’ car registra-
tions 15% in June from a month ear-
lier, Anfac said. It was the first
month in more than two and a half
years where registrations by individ-
uals increased compared with the
previous month.

Italian car sales bounced higher
in June, rising 12.4% compared with
June 2008, as government pay-
ments to people who trade in old

cars for newer, less-polluting ones
kicked in, data showed Wednesday.
Overall, Italian new car registra-
tions in June increased 12.4% to
209,315 vehicles. That compares
with an 8.6% annual decline posted
in May.

Along with the car-sales incen-
tives, “the improvement of the econ-
omy, or at least expectations of im-
provement, could have played a fac-
tor” in June’s rebound, according to
Italian auto analysts Centro Studio
Promotor.

By Patricia Jiayi Ho

BEIJING—General Motors
Corp. on Wednesday said its first-
half sales in China rose 38% from a
year earlier to a record 814,442
units, underlining the importance
of the Chinese auto market to the
U.S. car maker as it works to
emerge from bankruptcy protec-
tion.

Sales of small autos helped
GM’s January-June period, and GM
China Group President Kevin Wale
said new models will boost second-
half sales.

The market has benefited from
Chinese-government stimulus poli-
cies and growing demand in rural
areas, Mr. Wale said. In January,
China halved the purchase tax on
small cars to 5% and also intro-
duced a subsidy program for rural
residents who scrap old vehicles
and buy new ones.

GM’s China sales in June
climbed 61.6% from a year earlier
to 143,294 units, the company said,
but the increase was a slowdown
from May’s sales jump of 75% to
156,000 units.

The company’s sales rose 25%
in March and 50% in April and have
been outstripping China’s overall
auto sales.

First-half sales by GM’s com-
mercial-vehicle joint venture,
SAIC-GM-Wuling Automobile Co.,
rose 49.9% from a year earlier to
524,598 units, GM said.

The joint venture sold 295,789
Wuling Sunshine minivans, more
than all the models sold by GM’s
passenger-vehicle joint venture,
Shanghai General Motors Corp.
First-half sales by Shanghai GM to-
taled 288,843 units, an increase of
20.8% from a year earlier, the com-
pany said. Sales of the venture’s
best-selling Buick brand jumped
34% from a year earlier to 195,989
units.

GM owns 34% of SAIC-GM-Wul-
ing Auto. The company is
50%-owned by SAIC Motor Corp.
and 16% by Wuling Automobile Co.
Shanghai GM is a 50-50 a joint ven-
ture with SAIC.

Sales for China’s auto industry
overall rose 5% in March, 25% in
April and 34% in May, according to
the China Association of Automo-
bile Manufacturers. Data for June
aren’t available yet.

China’s auto sales in the Janu-
ary-May period increased 14%
from a year earlier to 4.96 million
units

GM has said it aims to double its
annual sales in China to two mil-
lion units in five years. It sold
1,094,561 units in 2008, an in-
crease of 6%.

GM sales show
the significance
of China’s market

By John Murphy

The Obama administration’s
tough new fuel-efficiency standards
could pose problems for some car
makers, but Toyota Motor Corp. is
hoping to benefit.

The Japanese company is bet-
ting the rules will give an advantage
to its expanding lineup of hybrid ve-
hicles, and it also aims to boost reve-
nue by licensing to other car makers
the patents that protect its fuel-sav-
ing technologies.

Since it started developing the
gas-electric Prius more than a de-
cade ago, Toyota has kept its attor-
neys just as busy as its engineers,
meticulously filing for patents on
more than 2,000 systems and com-
ponents for its best-selling hybrid.
Its third-generation Prius, which hit
showrooms in May, alone accounts
for about half of those patents.

Toyota’s goal: to make it difficult
for other auto makers to develop
their own hybrids without seeking li-
censing from Toyota, as Ford Motor
Co. already did to make its Escape
hybrid and Nissan Motor Co. has for
its Altima hybrid.

“Our system is the best technol-
ogy for hybrids to get the best car-
bon-dioxide emissions and best fuel
economy. [Rivals] will not be able to
compete,” said Gouichiro Kuriyama,
a manager in Toyota’s product plan-
ning division.

Whether Toyota’s two-pronged
strategy will pay off is unclear.

While the Prius has won a strong fol-
lowing among environmental-
minded consumers, it will face
stiffer competition to win mass-mar-
ket appeal.

Almost all car companies are
working on more fuel-efficient gaso-
line engines that could boost miles-
per-gallon ratings enough to damp
interest in hybrids. Makers also
have diesel vehicles coming to the
U.S. that deliver nearly the same
fuel economy as the Prius.

“Toyota’s patent-filing strategy
has made it far too risky to copy the
Prius without Toyota’s blessing,”
said Justin Blows, a patent attorney

with Griffith Hack Patent and Trade
Mark Attorneys in Australia.

In a recent study of intellectual
property for hybrid vehicles, Mr.
Blows found that Toyota has about
2,100 patents, nearly double that of
its closest rival, Honda Motor Co.

Toyota, which isn’t known as a
particularly litigious company, de-
clined to say how many attorneys it
uses to file and defend its hybrid pat-
ents.

No lawsuits involving the pat-
ents have become public. Toyota
also won’t say how much revenue it
has received from licensing its pat-
ents, if any. Patent cross-licensing

may involve no exchange of money.
Instead of trying to catch up to

Toyota in hybrid vehicles, Nissan
has chosen to pour its resources into
developing a mass-produced elec-
tric car starting in 2010.

Ford, meantime, said it devel-
oped its own hybrid technology but
agreed to cross-license patents with
Toyota to prevent any legal issues.
No money changed hands, Ford said.
Other car makers will likely need to
cross-license technology to develop
the fuel efficient vehicles they need
before the government deadline.
 —Matthew Dolan

contributed to this article.
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Polo extends its Olympic run
Clothier wins pact
to dress U.S. athletes
in next two Games

By Rachel Dodes

Polo Ralph Lauren has reached a
deal with the U.S. Olympic Commit-
tee to dress the American team at the
Games in Vancouver this winter and
in London in 2012, betting a blend of
sports and patriotism will help pro-
pel its brand amid a falloff in con-
sumer spending.

The agreement, which was
signed last month, extends one Polo
made with the USOC in April 2008
to supply clothes for the Beijing
Games. Polo will pay the USOC a roy-
alty of about 10% from the sale of
any items featuring the Olympic
seal, according to two people famil-
iar with the matter.

Polo declined to comment on
terms of the pact.

For the Vancouver Games, Polo
has designed zip-up snowflake
sweaters, knit caps and parkas,
about half of which will bear its polo
-player logo. The athletes will wear
the clothes during the opening and
closing ceremonies.

The Olympics collection will be
sold at department stores, online
and in Ralph Lauren boutiques in
the U.S. and Canada starting months
ahead of February’s Games. Polo is
doubling the number of styles in its
Olympic collection for consumers
from the one it created for Beijing.

The latest deal reflects Polo’s
strategy of using elite sporting
events to boost its image. That effort
began in 2005, when the brand be-
came apparel sponsor of the U.S.
Open tennis tournament. The follow-
ing year, Polo made a similar deal to

dress on-court officials at
Wimbledon, in England.

Over four decades, the
company has built a $5 bil-
lion-a-year business by mak-
ing polo shirts and other sym-
bols of upper-crust America
accessible to a broad range of
consumers. Its lines include
$8,000 dresses, RLX outer-
wear and moderate-priced
Chaps apparel sold at Kohl’s
Corp. stores.

Sponsoring the Olympic
team is less costly than spon-
soring individual athletes,
and less risky, because “you
don’t know how well they will
do,” says David Lauren, Polo’s
senior vice president of mar-
keting,advertisingandcorpo-
rate communications, and
founder Ralph Lauren’s son.

By outfitting the entire
U.S. team, Polo gets to show-
case its aesthetic—and its
logo—before an interna-
tional audience.

“It’s wonderful when peo-
ple are wearing a Polo player
next to the American flag,”
Mr. Lauren says.

Team-outfitting sponsor-
ships are negotiated individ-
ually by national Olympic
committees and vary from
country to country. The Ger-
man team, for example, will
wear outfits designed by Mu-
nich-based outerwear maker
Bogner during the opening
and closing ceremonies this
winter, while Adidas AG is de-
signing casual clothing for
the German athletes to wear
around the Olympic Village.

Polo, which saw profit de-
cline 57% in its most recent
quarter, spent nearly $70 million on
U.S. advertising in 2008, according
to TNS Media Intelligence.

This year, it is keeping overall ad
spending flat but boosting its bud-
get for the Vancouver Games by 50%
from what it spent on Beijing’s. The

company is using nine athletes
in its Olympics-related ad cam-
paign, including alpine skier
Ted Ligety and ice dancer
Tanith Belbin.

Sales of the Olympic gear
will begin in November, with a
“teaser” to the main collection,
the company says. It will in-
clude outerwear, children’s
clothes and accessories, in addi-
tion to women’s and men’s ap-
parel and footwear, ranging in
price from $25 to $595. There
will be 234 different styles in
the collection, with hats at $50
to $60 and knit shirts at $125.

Itcould bea hardsell. Expecta-
tions for Vancouver’s Games are
lowerthanthey were for Beijing’s,
which were a ratings bonanza.
During prime-time broadcasts,
16% of American households
watched the Beijing Games, com-
pared with 12% for the 2006 Win-
ter Games in Torino, Italy, accord-
ing to Nielsen Media Research.
Still, the Gamesare takingplace in
North America, and many of the
events could be broadcast live, a
potential U.S.-ratings booster.

Polo expects its sales of Van-
couver Olympics merchandise to
increase tenfold compared with
Beijing, though it declined to dis-
cuss specific figures. The tennis
marketing deals helped quadru-
ple sales of tennis-inspired
wares last year, Mr. Lauren says.

Swimmer Dara Torres, who
has no deal with Polo but still
wears a pair of low-slung white
pants from its village-wear col-
lection last summer, says that in
her four Olympic outings before
Beijing, she felt sartorially infe-
rior to the French and Italian
teams. “[In Beijing] I felt we

matched up with them,” she says.
 —Suzanne Vranica contributed to

this article.
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By Aaron O. Patrick

Over the past decade the Econo-
mist has won over thousands of
young American professionals with
its concise, opinionated articles on
issues ranging from monetary pol-
icy to New York fashion week.

The magazine is now trying to
recreate that success in its home
market: Britain.

On Friday, the Economist
launches a 70-second plug to run in
U.K. movie theaters, its first cinema
ad in eight years. The ad is part of a
push by the magazine to drive slow-
growing U.K. sales and lure younger
readers.

“In the U.S. they see [the Econo-
mist] as cool,” says Nigel Ludlow,
U.K. managing director of the Econo-
mist Group, the magazine’s owner.
“In the U.K., it is a more serious per-
ception.”

The average age of the Econo-
mist’s U.S. subscriber is 39. In the
U.K.—where many associate it with
the right-wing policies of Prime Min-
ister Margaret Thatcher —it is 47.
Marketers prefer younger audi-
ences, particularly wealthy ones
like Economist readers, because
they are perceived to be more open
to advertising messages and more
likely to buy luxury goods such as
watches and cars.

In the spot, created by the Lon-
don office of Omnicom’s BBDO

Worldwide agency, AMV BBDO, a
man in his thirties daringly walks
and jumps across wires strung
around an ornate European city,
some high above the buildings. The
wires are red, as in the Economist’s
red logo.

Music rises in the background
along with apparently random
sounds— such as African music, a
thunder clap, a cash register— as

the man jumps from wire to wire.
Each sound and wire is meant to rep-
resent an aspect of the Economist’s
coverage. A Hare Krishna chant al-
ludes to articles about religion. The
thunder is a reference to global
warming. A computer-generated
voice, which is a reference to the
Economist’s technology coverage,
can be faintly heard saying: “If we
could look into the future what

might we find?”
By jumping across wires, the

man signifies the intellectual con-
nections an Economist reader can
make as he or she reads different ar-
ticles, according to Mr. Ludlow.

The ad is designed to appeal to in-
tellectually curious people inter-
ested in new trends.

The ad will be shown before mov-
ies with a likely younger audience

than the average Economist sub-
scriber, including Quentin Taranti-
no’s latest violent flick, “Inglorious
Basterds.” The spot will be shown
on television once, during a news
bulletin Friday.

Although most of the magazine’s
80 journalists are based in London,
including top editor John Mickleth-
wait, only 13% of its sales are in the
U.K. and most of its growth is com-
ing from the U.S. Last year, circula-
tion in the U.S. and Canada grew 9%
to 786,977, according to the U.K. Au-
dit Bureau of Circulations. Circula-
tion in the U.K. grew 3.1% to 186,995,
according to the audit bureau.

The push for U.K. readers stems
from the appointment last July of
Andrew Rashbass as chief executive
of the Economist Group. Mr. Rash-
bass, who was previously the maga-
zine’s publisher, created four re-
gional management teams, a move
designed in part to allow the com-
pany to tailor its marketing to differ-
ent parts of the world, according to
a spokesman.

The Economist Group is owned
by Pearson PLC, the international
media group, and private investors.
To protect the magazine’s editorial
independence, Mr. Micklethwait re-
ports to a board of trustees who
have no direct involvement in Pear-
son or the Economist Group, accord-
ing to a spokesman.

The Economist tries to shed its stodgy image in the U.K.

By Paul Glader

General Electric Co.launched a na-
tional ad campaign Wednesday to
tout the role of American manufactur-
ing and American exports as a way for-
ward for the Fairfield, Conn.-based
conglomerate and the national econ-
omy.

The new campaign highlights
“manufacturing in the United States
and the people creating today’s inno-
vations,” said GE spokeswoman Lisa
Lanspery. The company declined to
disclose its spending on the cam-
paign, which will run through July 19.

She said a TV spot called
“Wrench” will feature employees at
GE that make aircraft engines, health-
care products and energy products.
The ad, created by BBDO New York, a
unit of Omnicom Group Inc., began
airing Wednesday on several cable
channels including the GE-owned
CNBC and MSNBC, as well as on Fox
andCNN. It will also air in 41 local mar-
kets, particularly where GE has facto-
ries, such as Erie, Pa., and Cincinnati,
Ohio.

The TV campaign will include
other spots with actors to discuss
how exports support U.S. jobs.

The company also plans 30-sec-
ond radio spots about manufacturing
and innovation that will air on conser-
vative talk shows, such as those
hosted by Rush Limbaugh, Sean Han-
nity and Glenn Beck.

GE will launch a digital ad cam-
paign July 6 on news, finance and
other news Web sites, with interac-
tive banner ads that feature a CF-34
aircraft engine that bears signatures
of GE workers who assembled the ma-
chine.

The campaign follows on the heels
of a speech by GE Chairman and CEO
Jeffrey Immelt last week at the De-
troit Economic Club on “American Re-
newal.”

The Economist hopes its ad will attract readers younger than its U.K. average of 47 years old, well above its U.S. average of 39.

Sketch of a Polo Ralph Lauren design for the U.S.
Olympic team for the Winter Games in Vancouver.

ADVERTISING

GE ads to push
manufacturing
for U.S. recovery
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BA is suffering from a drop in the
number of premium-class passengers.

BA is criticized by union
for failing to appear for talks

Limits on texting charges
crimp EU mobile operators

Passengers walk past a National Express East Coast line train in Edinburgh,
Scotland. The recession has deepened losses on the London to Edinburgh route.

By Kaveri Niththyananthan

LONDON—Britain’s Unite union
criticized British Airways PLC for
failing to appear for negotiations,
saying the union could strike if the
carrier tries to impose permanent
wage freezes and changes to work
practices.

BA on Wednesday called for a
mediator to facilitate union talks,
saying it wasn’t able to reach an
agreement on concessions by the
airline’s Tuesday deadline.

Steve Turner, Unite’s national
secretary for aviation, said the air-
line failed to appear for a meeting
the union called for Wednesday. He
said he didn’t approve of using
state-funded ACAS as a mediator.

British Airways’ earnings are in
deep decline because of the rapid
rise in oil prices last year and a
steep drop this year in the number

of premium-class passengers. In re-
sponse, the airline has asked
unions to accept permanent
freezes in pay and changes to work
practices.

Mr. Turner said the union had of-
fered proposals for temporary
changes that would save millions of
pounds, but that BA is less willing
to come to a mutually acceptable
agreement.

The Unite union, which repre-
sents 27,000 of BA’s 40,000 employ-
ees, has balked at permanent con-
cessions. About 7,000 BA employ-
ees have volunteered to take un-
paid leave, some unpaid work and
to switch to part-time.

A BA spokesman said the airline
is willing to resume mediated talks
with the Unite and GMB unions.

Separately, Virgin Atlantic Air-
ways Ltd. said it plans to cut as
many as 600 jobs as it reduces win-

ter capacity by 7% from last year.
The airline said the cuts will in-
clude pilots, cabin crew, and operat-
ing and administrative staff and
that it will attempt to avoid involun-
tary layoffs, in part by offering job
sharing and part-time work.

By Steve McGrath

LONDON—The U.K. government
said it seized the unprofitable fran-
chise running passenger trains be-
tween London and Edinburgh be-
cause rail and bus operator National
Express Group PLC wouldn’t sup-
port it financially, once again high-
lighting the problems facing Brit-
ain’s fragmented rail network.

The seizure came the same day
that the company’s chief executive
said he would step down to take a
job in the Middle East. The company
said the departure was unrelated to
the government seizure.

The U.K. Department for Trans-
port, which will take over operation
of the East Coast line between Lon-
don and Edinburgh, said it may also
have grounds to take control of Na-
tional Express’s franchises to oper-
ate trains in eastern England—in-
cluding the express-train service
from London to Stansted airport.

National Express said that all its
businesses are being hit by the reces-
sion, but indicated it aims to hold on
to its two other rail franchises,
which are profitable—the East An-
glia franchise, which includes the
route to Stansted, and the smaller
c2c commuter-route franchise.

The government seizure of the
East Coast franchise makes Na-
tional Express more vulnerable to a
takeover, analysts said.

The company—which also runs
bus services in the U.K., school
buses in the U.S. and Canada, and
bus and coach operations in Spain—
said Monday that it had turned
down a preliminary takeover ap-
proach from bigger rival FirstGroup
PLC, which runs four U.K. rail fran-
chises. FirstGroup also has a sub-
stantial U.S. business operating
school buses and Greyhound buses,
having acquired transport provider
Laidlaw International in 2007.

National Express said it rejected
the FirstGroup approach because it
was focused on “a number of initia-
tives” to strengthen the company.

FirstGroup said Monday that it
continued to believe that there is
“significant industrial and commer-

cial logic” to a tie-up. FirstGroup de-
clined to comment on Wednesday.

Shore Capital analyst Greg
Johnson said the government sei-
zure made a new approach from
FirstGroup likely, adding that he
thinks the handing over of the East
Coast franchise will be considered a
default and would likely affect Na-
tional Express’s ability to hold on to
its other rail franchises.

The U.K.’s railway network has at-
tracted many critics since it was
privatized between 1994 and 1997,
under the last Conservative govern-
ment. The process was complicated,
with one company running the
tracks, others controlling the trains,
still others the communications net-
work and several operators running
the services. The industry has strug-
gled since privatization to meet the
huge amount of investment neces-
sary to bring tracks and trains up to
modern standards, even with sharp
increases in ticket prices over re-
cent years.

Train operators are awarded
fixed-term franchises to run ser-
vices. They enjoyed healthy profits
during the recent boom years, but as
the recession has hit, those profits
have fallen as passenger numbers
have declined. The East Coast fran-
chise, a high-speed rail link between
London and the east of Scotland, has
been particularly hard hit, with a sig-
nificant number of travelers trading
down from premium fares.

Former operator GNER was
forced to hand the East Coast fran-
chise back to the government in
2007 after the London bombings re-
sulted in decreased travel on the
line and power prices rose. Opera-
tors of other rail lines have in the
past been stripped of their fran-
chises for failing to meet perform-
ance targets.

National Express was criticized
when it won the East Coast tender
just before the credit crunch struck.
Critics said it had put forward a busi-
ness case that was based on overly
optimistic projections for growth in
passenger numbers and revenue.

“The government is not pre-
pared to renegotiate rail franchises

because I’m simply not prepared to
bail out companies that are unable
to meet their commitments,” said
U.K. Transport Secretary Andrew
Adonis.

Lord Adonis said the govern-
ment would create a publicly owned
company to take over the East Coast

franchise and would tender for a
new private operator from the end
of 2010. It wasn’t immediately clear
when the public company would
take control of the franchise, but Na-
tional Express said it would honor
its commitments until that time.

Virgin Rail Group, which is

owned by Richard Branson’s Virgin
Group Ltd. and travel operator
Stagecoach Group PLC, said it
would be interested in taking over
the franchise. Virgin Rail already
runs the West Coast franchise, the
high-speed rail link between Lon-
don and the west of Scotland that
has been dogged by technical prob-
lems in recent months after the
tracks were upgraded by Network
Rail to allow faster train speeds.

Lord Adonis also warned Na-
tional Express that it would struggle
to win any more rail franchises.

“A company which had defaulted
in the way National Express now in-
tends would not have prequalifed
for any previous franchises” from
the Department of Transport, Lord
Adonis said. “It is simply unaccept-
able to reap the benefits of con-
tracts when times are good, only to
walk away from them when times be-
come more challenging.”

National Express Chief Operat-
ing Officer Ray O’Toole said the com-
pany had sought legal advice and
had been told it shouldn’t lose its
other rail franchises as a result of
giving up the East Coast franchise.
The company also rejected the gov-
ernment’s claims that it had de-
faulted on the terms of its contract.

The company said it would book
a £20 million ($32.9 million) loss on
the franchise in the first half of the
year, but its financial liability re-
lated to the franchise is limited to
£72 million because it had set up a
special purpose vehicle, NXEC, to
run the franchise.

NXEC, a separate legal entity,
will likely later this year use up the
all the financial support that Na-
tional Express contracted to pro-
vide it, National Express said. There-
fore, control over the franchise
would automatically pass back to
the government.

The loss to the government and
taxpayers is potentially much big-
ger. NXEC had promised to pay the
government about £1.4 billion over
the life of the franchise, which runs
until 2015.

 —Kaveri Niththyananthan
contributed to this article.

National Express rail franchise seized
U.K. takes over London-to-Edinburgh route after operator says it is unable to shoulder further financial losses
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By Elizabeth Bewley

And Peppi Kiviniemi

BRUSSELS—A European Union
law cutting mobile-telephone roam-
ing prices or text messages and In-
ternet use by more than 60% took ef-
fect Wednesday.

The law, approved by the Euro-
pean Parliament in April, slices the
cost of sending text messages
abroad from 28 European cents to 11
cents. The law also caps the whole-
sale price of downloading media on
mobile devices at Œ1 ($1.40) per
downloaded megabyte from the cur-
rent average price of Œ1.68 a mega-
byte.

Companies will likely follow the
new rules to keep their prices com-
petitive, but it is too soon to tell if
mobile companies have complied
with the new regulations, a spokes-
woman for the commission’s tele-

communications department said.
Several European mobile compa-

nies said that they were already in
compliance with the new price caps.
Vodafone Group PLC, Dutch KPN NV
and France Télécom SA all said they
had lowered their roaming tariffs in
accordance with the new law. How-
ever the commission continues to
be concerned about the lack of cross-
border traffic in Europe’s mobile
market and will “analyze the roam-
ing market again in 2010,” said Mar-
tin Selmayr, a spokesman for the
telecommunications department.

European mobile operators are
struggling with declining revenues
as increased regulation in already
mature markets is limiting the
money they make per call. The com-
mission has also asked operators to
end what it deems excessive
charges for passing on competitors’
calls on their own networks.
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Cases question breadth of TSA searches
Judge throws out
seizure of passports
that were forged

The rise and flaw of Internet’s election-fraud hunters
By Carl Bialik

Protesters on the streets of Teh-
ran questioning the recent Iranian
presidential election results have
gotten support from a new breed of
election watchers: Internet-enabled
anomaly hounds who say the num-
bers don’t add up.

Fraud hunters are no newer to
elections than conspiracy theorists
are to the Internet. But unlike elec-
tion monitors seeking voter tamper-
ing or intimidation, or local experts
who critique faulty ballot design or

study pre-election
polling data, these
statistical analysts
don’t need to know
anything about the

dynamics of an individual race.
Their toolkit is primarily statistical
and can be applied to any numbers,
voting or otherwise. The Internet
provides quick access to election
numbers and speedy dissemination
of findings.

Yet their methods are unproven
and risky. It’s impossible to test
their efficacy on prior elections, be-
cause we don’t know which ones
were tainted. Suspected election
riggers don’t confess their crimes.
So these tools aren’t sufficient to
prove fraud. Also, the more you
look for fraud, the more likely you
are to stumble on signs of it, even if
it isn’t there.

“Wouldn’t it be nice to have the
equivalent of DNA testing for elec-
tions?” asks Walter Mebane, a po-
litical scientist at the University of
Michigan. He says his work and col-
leagues’ can’t live up to the cer-
tainty of findings on “CSI.”

“In television programs, the per-
son always confesses, I guess be-
cause they run out of time,” he
says. “But that certainly doesn’t
happen in real life.”

Prof. Mebane is one of the ana-
lysts who dug through vote totals

from thousands of ballot boxes in
Iran. They suspected that the elec-
tion wasn’t democratic just by look-
ing at the vote counts. Of particu-
lar fishiness: There were too many
0s in the second digit of these to-
tals and too few 5s in the last digit.

Just how many 0s and 5s to ex-
pect hinges on a law rediscovered
by General Electric physicist Frank
Benford in 1938, after mathemati-
cian Simon Newcomb had noted
the same principle in 1881. Both
men were clued in to what’s now
known as Benford’s Law by loga-
rithm books, tools used frequently
before calculators by engineers
and physicists. The early pages of
these books, listing the logarithms
of numbers with low leading digits
(such as 128), were more heavily
worn than later pages. They sur-
mised that such numbers occur
more often than those with high
leading digits (such as 876).

The reason is that many sets of
numbers operate like an invest-
ment that grows exponentially.
Consider a $1 investment that
grows at 10% per year. It will re-
main between $1 and $2 for 7.3
years, but will grow from $9 to $10
in just 1.1 years. Because it passes
through that second phase so
much faster, a snapshot of all such
investments at any one time will
be likely to find about 6µ invest-
ments with a first digit of 1 for ev-
ery one with a first digit of 9.

It turns out that lower digits
should also predominate in the sec-
ond position, though the effect is
less pronounced. Benford’s Law
dictates about 1.4 numbers with a
second digit of 0 (say, 203) for ev-
ery one number with 9 in that posi-
tion (293).

While accountants have used
this tool to test financial numbers,
it isn’t known to have caught any
prominent book-cookers. That’s
partly because accountants don’t

like tipping fraudsters to their
techniques. An IRS spokesman, for
example, would say only that Ben-
ford’s Law is one of many tech-
niques that could be used, and that
the IRS uses some of these tech-
niques.

But do election returns behave
like investments? Some observers
say they don’t. The Carter Center,
a nonprofit organization that moni-
tors elections for fraud, was
among those naysayers after ana-
lyzing a disputed Venezuelan re-
call referendum in 2004.

The Carter Center also pointed
out that such a test could ensnare
elections deemed clean. One possi-

ble reason: Precinct sizes are often
similar, which could result in too
many 1s or high numbers. In a close
two-candidate race where most
precincts have around 1,800 votes,
for example, many of the candi-
dates’ totals by precinct would be
between 800 and 999, an apparent
violation of Benford.

“Benford’s Law seems like a
very weak instrument for detect-
ing voting fraud,” Henry Brady, a
political-science professor at the
University of California, Berkeley,
wrote at the time. But Prof. Brady
today says Benford’s Law can help
analyze elections. He notes that
his pessimistic conclusion applies

to analyses using leading digits.
But the second digit is a better indi-
cator of election fraud, he says,
and other sleuths agree.

Using second digits of vote to-
tals for candidates in Iran, Prof. Me-
bane found anomalous results,
which he’s published online with
near-daily updates in recent
weeks. The discrepancies
“strongly suggest there was ballot
box stuffing,” Prof. Mebane wrote.
The Iranian consulate to the
United Nations didn’t return a call
seeking comment.

In conducting his analysis,
Prof. Mebane relied on his prior
work, including in the Russian
presidential election last year.
Other election watchers with less
experience also dove in.
Boudewijn Roukema, a cosmolo-
gist at Nicolaus Copernicus Univer-
sity in Torun, Poland, used tests
similar to Benford’s Law. There
were far more 7s in the leading dig-
its of opposition candidate Mehdi
Karroubi’s vote totals than the law
would dictate. Dr. Roukema says
the probability of so many 7s was
tiny even if Benford doesn’t apply
to election results, though he
didn’t run his test on other elec-
tions as a control group.

Other political scientists
looked at last digits instead of
first or second ones. Bernd Beber
and Alexandra Scacco, political-
science graduate students at Co-
lumbia University, published their
discovery in the Washington Post
of too many 7s and not enough 5s
in the last digit of voting results.

Though they deemed the find-
ing statistically significant, Mr. Be-
ber says it’s also puzzling, because
most psychological research found
that 1, 2 and 3 were popular
choices when people made up dig-
its, and not higher digits. Like Prof.
Mebane, they emphasize their find-
ings are indicative of fraud, but
don’t prove anything.

MARKETPLACE

Notes: Iran data show votes for each polling station; U.S. data votes for Barack Obama by precinct.
Source: Walter Mebane, University of Michigan         Images: Getty Images (left); Associated Press 

CSI: Elections
Benford's Law, one tool in the election forensicist's kit, predicts 
the number of times the digits 0 through 9 should appear in the 
second digit of certain sets of numbers, such as vote counts.
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Likelihood digit was the second in a vote count
Iran election, 2009 Benford’s predictionU.S. election, 2008

By Scott McCartney

The Transportation Security Ad-
ministration has moved beyond just
checking for weapons and explo-
sives, training airport screeners to
spot anything suspicious and then
honoring them when searches lead
to arrests for crimes like drug pos-

session and credit-
card fraud.

But two court
cases in the past
month question

whether TSA searches, which the
agency says have broadened to give
screeners more judgment, have
been going too far.

A federal judge in June threw out
seizure of three fake passports from
a traveler, saying that TSA screen-
ers violated his Fourth Amendment
rights against unreasonable search
and seizure. Congress authorizes
TSA to search travelers for weapons
and explosives; beyond that, the
agency is overstepping its bounds,
U.S. District Court Judge Algenon L.
Marbley said.

In the second case, Steven Bier-

feldt, treasurer for the Campaign
for Liberty, a political organization
launched from Ron Paul’s presiden-
tial run, was detained at the St.
Louis airport because he was carry-
ing $4,700 in a lock box from the
sale of tickets, T-shirts, bumper
stickers and campaign parapherna-
lia. TSA screeners quizzed him
about the cash, his employment and
the purpose of his trip to St. Louis,
then summoned local police and
threatened him with arrest because
he responded to their questions
with a question of his own: What
were his rights and could TSA le-
gally require him to answer?

Mr. Bierfeldt recorded the en-
counter on his iPhone and the Ameri-
can Civil Liberties Union filed suit in
June against Homeland Security
Secretary Janet Napolitano, claim-
ing in part that Mr. Bierfeldt’s experi-
ence was not an anomaly.

“Whetherasa matter offormalpol-
icy or widespread practice, TSA now
operates on the belief that airport se-
curity screening provides a conve-
nient opportunity to fish for evidence
of criminal conduct far removed from
the agency’s mandate of ensuring
flight safety,” the ACLU said in its suit.

TSA said in a statement on the
Bierfeldt incident that travelers are
required to cooperate with screen-
ers, and while it is legal to carry any
amount of money when flying do-

mestically, the agency believes coop-
eration includes answering any
questions about property. As a re-
sult of the recording, however, TSA
determined that “the tone and lan-
guage used by the TSA employee
was inappropriate and proper disci-
plinary action was taken.’’

The cases will likely inflame TSA
critics and frequent travelers who be-
lieve screeners take a heavy-handed
approach and worsen the hassle of
getting through airports with layers
of rules and sometimes inconsistent
policies between different cities.

TSA spokesman Greg Soule says
airport screeners are trained to
“look for threats to aviation secu-
rity” and discrepancies in a passen-
ger’s identity. TSA says verifying
someone’s identity, or exposing
false identity, is a major security is-
sue so that names can be checked ac-
curately against terrorism watch
lists. Large amounts of cash can be
evidence of criminal activity, Mr.
Soule says, and so screeners look at
the “quantity, packaging, circum-
stances of discovery or method by
which the cash is carried.”

Questioning travelers is part of
TSA’s standard procedures, and the
agency gives its employees discre-
tion. “TSA security officers are
trained to ask questions and assess
passenger reactions, including
whether a passenger appears to be

cooperative and forthcoming in re-
sponding,” Mr. Soule said. “In addi-
tion to their training, TSA security
officers may use their professional
judgment and experience to deter-
mine what questions to ask passen-
gers during screening.”

No one questions arrests made af-
ter TSA runs into evidence of drugs or
other crimes during the course of its
weapons searches. A bulge in baggy
pants can be investigated, for exam-
ple, because it might be an explosive.
If it turns out to be cocaine, TSA is ex-
pected to report it to police or Drug
Enforcement Agency officials.

But once TSA has determined that
someone doesn’t have weapons or ex-
plosives, agents sometimes keep
searching—leading some legal ex-
perts to wonder whether questioning
people about how much cash they’re
carrying, the number of credit cards
they have and even prescription
drugs in their bags stretches the in-
tent of airport security law.

Congress charged TSA with pro-
tecting passengers and property on
an aircraft “against an act of crimi-
nal violence or aircraft piracy” and
prohibited individuals from carry-
ing a “weapon, explosive or incendi-
ary” onto an airplane. Without
search warrants, courts have held
that airport security checks are con-
sidered reasonable if the search is
“no more extensive or intensive

than necessary” to detect weapons
or explosives.

In the fake passport case, a man
named Fode Amadou Fofana used a
valid driver’s license with his real
name at a Columbus, Ohio, TSA
checkpoint. Because he had pur-
chased a ticket for a Delta Air Lines
Inc. flight at the airport, he was
quickly flagged for secondary
screening. He didn’t set off metal de-
tectors and TSA’s X-ray equipment
didn’t see anything suspicious, ac-
cording to court testimony. The
bags were swabbed for explosive res-
idue and didn’t trigger any alarms.
TSA agents opened the bags and
searched inside because he was se-
lected for secondary screening.

Judge Marbley said prior cases
clearly established that airport secu-
rity searches should be aimed only
at detecting weapons or explosives.

Mr. Bierfeldt’s suit seeks to bar
TSA from “conducting suspicion-
less pre-flight searches of passen-
gers or their belongings for items
other than weapons or explosives.”

Mr. Bierfeldt, who was released by
TSA after an official in plain clothes
saw political materials in his bag and
askedif the cash was campaign contri-
butions, said he just wants to prevent
others from undergoing harassment
by TSA. “It’s the principle of the mat-
ter,” he said. “I didn’t break any laws
and was no threat.”
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By Julia Mengewein

ZURICH—In a setback for No-
vartis AG, the U.S. Food and Drug
Administration asked the Swiss
drug maker for more information
about its meningitis-vaccine candi-
date, Menveo, with respect to pa-
tients between ages 11 and 55.

“The FDA has requested addi-
tional information mainly on the
manufacturing of the drug, but it
didn’t ask about data on the safety
or efficacy of Menveo,” Novartis
spokesman Eric Althoff said.

Novartis now expects the drug
to be approved late in 2009 or
early in 2010, he said. Novartis
had expected to get approval for
the drug this year.

“While the financial impact is

small, the setback is nevertheless
a disappointment,” said Vontobel
analyst Andrew Weiss

Menveo has shown, in exten-
sive clinical trials, that it can pro-
tect against the four most com-
mon subgroups of meningitis. It is
seen as an important driver of No-
vartis’s future sales, with analysts
estimating a peak annual sales po-
tential of about $650 million.

New trials won’t be necessary
and Novartis expects to “fully re-
spond” to the FDA’s questions by
the end of 2009, the company said.
Earlier this year, Novartis said ap-
proval for Menveo as a treatment
for younger children will also be
delayed in the U.S., because the
FDA asked to test the drug on
1,500 more children.

Roche to ease drug access
Maker of Tamiflu
will lower the price
for poorer nations

By Jared A. Favole

WASHINGTON—Patients
should continue taking Sanofi-
Aventis SA’s diabetes drug, Lan-
tus, despite recent studies show-
ing the drug may be linked to can-
cer risks, the U.S. Food and Drug
Administration said Wednesday.

The FDA said it is reviewing the
safety of Lantus, an artificial form
of insulin that had sales of $3.45
billion in 2008, and is in talks with
Sanofi about whether any more
studies need to be done to deter-
mine the drug’s safety.

Studies published Friday in Dia-
betologia, the journal of the Euro-
pean Association for the Study of
Diabetes, showed a possible link
between Lantus and cancer. The

FDA criticized the studies in an
early communication warning
posted Wednesday on its Web site.

The agency said the duration of
follow-up for patients in the studies
was shorter than what is generally
considered necessary to evaluate
cancer risk from drug exposure.

“Further, inconsistencies in
findings within and across individ-
ual studies raise concerns as to
whether an association between
the use of insulin glargine and can-
cer truly exists,” the FDA said, us-
ing the scientific name for Lantus.

This is the FDA’s first comment
on the recent concerns about Lan-
tus, which have helped drive
Sanofi’s share price down more
than 10% over the past week.

A spokesman for Paris-based

Sanofi said the company is commit-
ted to working with the FDA, other
authorities and scientific experts
to clarify the situation surround-
ing its diabetes drug Lantus.
“Sanofi-Aventis has just seen the
early communication from the
FDA about the safety of Lantus,”
the spokesman said, adding that
the company is continuing to
stand behind the safety of the
drug.

Valentino’s lenders seek
changes to avoid default

SABMiller to offer stake
in unit to black investors

No need to halt Lantus, FDA says

Roche will allow specified developing countries to spread payments over years for
Tamiflu anitviral capsules. About 70 countries can participate in the program.
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By Robb M. Stewart

And Kathy Sandler

JOHANNESBURG—SABMiller
PLC said it plans to place a 10% inter-
est in its South African business
with black investors in a six billion
rand ($778.2 million) deal that
would comply with a government-
led push to reverse the economic dis-
parity caused by apartheid.

The London-based brewer said
the transaction will target about
60,000 new shareholders among its
employees, beer and soft-drink re-
tailers and local communities.

By offering shares to people in its
distribution network, SABMiller may
help defend its dominant share of the
South African market and encourage
legalization of informal bars.

South Africa’s government man-
dates that all companies operating
in the country sell equity stakes to
black people, as well as change pro-
curement and hiring practices to
bring black people into the still
largely white-controlled economy.
Early black-empowerment projects
were criticized for benefiting only a
handful of investors, while other
deals have fared poorly in recent
months as the value of stock used to
finance programs has fallen and re-
quired additional funding.

Unlike some of those earlier
black-empowerment deals, which
are struggling as the recession has
eroded companies’ value, SABMill-
er’s deal won’t rely on external bank
funding. The company said it ex-
pects to pay the new shareholders a
dividend in the first year of the
deal’s 10-year term.

“The deal will be affordable and
easily accessible,” Chief Financial Of-
ficer Malcom Wyman said in a con-

ference call with reporters.
SABMiller said the transaction

will cost it about $220 million over
the 10-year term of the deal, based
on a complicated formula under
which the new shareholders will ulti-
mately swap shares in unit South Af-
rican Breweries Ltd. for shares in
the parent company.

The deal should be viewed posi-
tively, said Trevor Stirling, an ana-
lyst at Sanford Bernstein in London,
adding that the transaction will al-
low the company to comply with
South African legislation at a cost to
shareholders of less than 1% of mar-
ket capitalization.

SABMiller, the world’s second-
largest brewer after Anheuser-
Busch InBev NV, was founded in
1895 with the launch of Castle Lager,
which remains popular in South Af-
rica.

SABMiller executive Norman Ad-
ami said the transaction will leave
the company’s South African unit
with a shareholding of about 16%
among black investors in the coun-
try, including shares already held by
pension funds and institutions.

About 40% of the new shares
would be issued to employees, 40%
to retailers, including taverns and
the informal bars known as she-
beens. The remainder will go to ben-
eficiaries of a new trust to be set up
on behalf of historically disadvan-
taged communities.

Retailers would be able to par-
ticipate with a “relatively small”
cash payment that would be based
on a sliding scale, the company
said.

It said shareholders would be
asked to approve the transaction,
and it expects to distribute shares
during the first half of the year.

By Julia Mengewein

ZURICH—Drug maker Roche
Holding AG on Wednesday said it
will cut the price of its Tamiflu anti-
viral drug for developing economies
by half and allow them to spread pay-
ments over several years.

Under the program, Roche will
produce and store Tamiflu pan-
demic stockpiles for specified devel-
oping countries, charging between
Œ5 and Œ6 ($7 to $8.40) for a pack of
10 Tamiflu capsules at the highest
dose of 75 milligram, said company
spokeswoman Martina Rupp. The
usual price for the drug, which is
used to treat the A/H1N1 swine-flu
virus, is about Œ12 a pack. Lower
doses are provided at a lower price.

The actual price will depend on
the storage and delivery services
provided by Roche, Ms. Rupp said,
adding that the company will fi-
nance the program alone. “This will
significantly cut into our profits in
those countries,” she said.

Some 70 countries, which are
members of the Global Alliance for
Vaccines and Immunization, can
take part in the program. India,
where a generic version of Tamiflu
is available, is excluded from the pro-
gram, Ms. Rupp said.

Roche won’t lower the price of
Tamiflu any further under the pro-

gram, Ms. Rupp said. But the com-
pany is in talks with the World
Health Organization, the United Na-
tions, and other agencies to see if
they are willing to step in for coun-
tries that can’t afford the drug at
the cheaper prices, she added.

In 2008, Roche’s pharmaceutical
division generated total sales of
35.96 billion Swiss francs ($33.09
billion). The Latin American and
Asia-Pacific regions had shares of
6% and 5%, respectively.

The countries can exercise their
option to purchase the product at
any time, and Roche said it is confi-
dent it has the capacity to provide
what’s needed.

“In the May-to-September pe-

riod, we increased our capacity to
produce 110 million packs of Tami-
flu per year, and next year, this will
go up to 400 million,” Ms. Rupp
said.

Over the last five years, govern-
ments around the world have stock-
piled Tamiflu or Relenza, a similar
drug made by U.K.-based Glaxo-
SmithKline PLC, to prepare for a po-
tential pandemic outbreak. How-
ever, only 0.02% of all low-income
economies have a stockpile of Tami-
flu, Roche said.

Last month, WHO declared the
first flu pandemic in 41 years, even
as it stressed there are no signs the
H1N1 virus has turned more lethal as
it has spread across the globe.

By Sabrina Cohen

ROME—Valentino Fashion
Group’s lenders are seeking to renego-
tiate the Italian luxury group’s debt
by the end of the summer amid fall-
ing sales across the luxury goods in-
dustry, according to people familiar
with the matter.

UniCredit SpA, Mediobanca SpA
and Citigroup Inc. are pressing Valen-
tino Fashion Group and its owner, the
U.K.-based private-equity fund Per-
mira, to agree to new lending terms
that will allow the Italian fashion com-
pany to avoid defaulting on debt pay-
ments in 2009.

Permira’s takeover of Valentino
Fashion Group in 2007 left the fash-
ion firm saddled with debt. At the
time, Permira bet that Valentino,
which had benefited from years of
strong growth in the luxury industry,
could quickly pay down the debt load.

A global downturn in spending on
luxury goods, however, has severely
weakened Valentino Fashion Group’s
sales, leaving the Italian company in
a financial bind. Today, Valentino
Fashion Group owes about Œ2.5 bil-
lion ($3.51 billion) in debt that is cur-
rently spread across seven loans pay-
able to banks, the people familiar
with the matter said.

Spokesmen for Valentino Fashion
Group and Citigroup declined to com-
ment on the matter.

For years, the Italian firm counted

on German fashion house Hugo Boss,
which is controlled by Valentino Fash-
ion Group, to generate a steady cash
flow, offsetting lackluster sales at the
group’s namesake Valentino brand.
Hugo Boss, which makes up about
75% of Valentino Fashion Group’s
sales, posted a 27% decline in net
profit in 2008.

Valentino Fashion Group joins a
growing number fashion companies
struggling to make their debt pay-
ments on time. IT Holding SpA,
owner of the Gianfranco Ferre label,
is currently under bankruptcy protec-
tion. The owners of Prada SpA, de-
signer Miuccia Prada and her hus-
band and Prada CEO Patrizio Bertelli,
are also in talks with banks to renego-
tiate debt at the fashion house’s hold-
ing company.

In March, Permira’s largest inves-
tor, SVG Capital PLC wrote down its
investment in Valentino by £92.2 mil-
lion ($151.7 million) to £78.6 million.
Permira wrote down its investment
in the fashion house by about 50% at
the end of 2008, according to a per-
son familiar with the matter.

Analysts said a further write-
down is likely. Permira’s Œ2.67 billion
buyout of Valentino in 2007, was the
biggest-ever luxury goods buyout by
a private-equity company and oc-
curred just before the credit crisis
erupted in the summer of that year.

 —Sofia Celeste and Marietta
Cauchi contributed to this article.

CORPORATE NEWS

U.S. regulators want strong warn-
ings added to two smoking-cessa-
tion drugs, Pfizer Inc.’s Chantix and
GlaxoSmithKline’s Zyban, amid con-
cerns the drugs can cause aggres-
sive behavior and suicidal thoughts.

Pfizer’s Chantix has been dogged
by concerns that the medicine is
linked to suicidal behavior, mood
swings, and most recently to a skin
allergy. Chantix brought in $489 mil-
lion in U.S. sales in 2008, down 30%
from $701 million in 2007.

The FDA said it wants “black
box” warnings, the agency’s stron-
gest, added to the labels of Zyban
and Chantix to alert people about
the mental-health risks associated
with the products.

Pfizer said it is working with the
FDA to update the label, which will
also include warnings about allergic
and serious skin reactions.

Glaxo couldn’t immediately be
reached for comment.

Warnings sought
by U.S. on drugs
to halt smoking

Novartis vaccine gets scrutinized
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Fertility-treatment technique stirs doubts

Venture to join satellite fray
Investors to build
low-cost models for
U.S. military needs

Yahoo shuts down
another video service
By Scott Morrison

Yahoo Inc. said it is winding
down online-video service Maven
Networks, which it acquired last
year for $160 million, as part of the
company’s continuing effort to shed
noncore properties.

The move to close Maven comes
less than one month after Yahoo
Chief Executive Carol Bartz said
video was an exciting area and that
she was interested in acquiring
more video technology.

Yahoo said in a statement late
Monday that video initiatives remain
a top priority for the Sunnyvale, Ca-
lif.-based Web giant, but that it was
“increasing investment in some ar-
eas while scaling back in others.”

Maven was used to manage, dis-
tribute and monetize premium on-
line-video content for more than 30
major media companies, including
CBS Corp.’s CBS Sports, Gannett Co.

and Pearson PLC’s Financial Times.
Yahoo said it will wind down

those contracts, but will continue to
use Maven technology it inherited
as the company focuses on improv-
ing core video products.

Yahoo said it wasn’t cutting Ma-
ven employees, many of whom over-
see the company’s various video ini-
tiatives.

News of Yahoo’s decision to shut
down Maven was reported by the
Web site TechCrunch.com.

Maven, which was based in Cam-
bridge, Mass., is the third video
property Yahoo has closed in the
past eight months. It previously
eliminated video streaming service
Y!Live and online video-editing tool
Jumpcut.

In total, the company has closed
or announced it will shutter nearly
20 services, including social-net-
work site Yahoo 360 and Web host-
ing service GeoCities.

TECHNOLOGY JOURNAL

ity clinics have aggressively mar-
keted the PGS technique to older
women. It isn’t cheap. Embryo
screening can add $2,000 or more to
the typical cost of roughly $10,000
per treatment cycle of in-vitro fertil-
ization. While some insurance com-
panies cover IVF treatment, very
few pay for PGS, which insurers con-
sider experimental.

“We’ve shown that it’s com-
pletely useless” for helping older
women become mothers, says Joris
Vermeesch, a researcher from the
University of Leuven in Belgium.

A randomized trial in 2004, in
which a Belgian research team stud-
ied nearly 300 fertilization proce-
dures, was among the first to indi-
cate that embryo screening may not
improve the live birth rate.

A recent Swedish trial, which in-
cluded more than 100 women over
the age of 38, suggests that embryo
screening may actually hurt a wom-
an’s chances of having a baby. The
study found that the pregnancy rate
in a PGS group was 8.9% compared
with 24.5% in a control group that
didn’t use PGS. The study, published
in the journal Human Reproduction
in December, was stopped midway
after the data showed the sharply
lower pregnancy rate.

Doctors postulated that in per-
forming PGS, the process of remov-
ing a single cell could damage other
cells in the embryo.

“The probability of doing harm
with PGS turned out to be higher,”
says Thorir Hardarson, biologist at
Carlanderska Hospital Fertility Cen-
ter in Gothenberg, Sweden, who led
the trial.

Other research casts doubt on
the effectiveness of looking for aber-
rant chromosomes in embryos of
older women. In a recent study, a
team led by Dr. Vermeesch and his
colleagues in Belgium studied single

cells of 23 embryos obtained from
nine young couples. The couples
didn’t have any known fertility prob-
lem but wanted to be checked for cer-
tain inheritable diseases.

The researchers found that 90%
of the cells were abnormal—they ei-
ther were missing bits of DNA, or
had duplicate segments, or had too
many or too few of the usual 23 pairs
of chromosomes. The study, pub-
lished in May in the journal Nature
Medicine, raised a puzzling medical
question. If so many six-cell em-
bryos from otherwise fertile and
healthy couples seemed to be abnor-
mal, how do so many of us get born?

The answer appears to be that
the single cell extracted from each
embryo could be genetically slightly
different from the others, and there-
fore not representative of the over-
all embryo, a condition known as mo-
saicism. In fact, removing an error-
free cell from an embryo might
lower the chances that that embryo
will grow into a healthy baby, be-
cause the remaining cells might not
be as viable, Dr. Vermeesch says.

A related puzzle: How can a six-
cell embryo, with one cell showing a
chromosomal defect, result in a
healthy baby? One theory: “There’s
a form of Darwinian selection going
on,” suggests Dr. Vermeesch. “The
healthy cells will outgrow the cell
with problems.”

Embryo screening has other
shortcomings. Most clinics nowa-
days can only screen fewer than half
of the 23 pairs of chromosomes.
These tests can detect problems
that include Down, Edwards, Patau,
Klinefelter and Turner syndromes.

But current techniques don’t sift
out embryos whose defects may lie
in the uninspected chromosomes.
“Our methods are too crude right
now,” says Dr. Hardarson, the biolo-
gist in Gothenberg, Sweden.

New procedures that build on

PGS are being developed. An experi-
mental screening technique known
as comparative genomic hybridiza-
tion, or CGH, makes it possible to in-
spect every chromosome in an em-
bryo. At a conference in November,
Dagan Wells, a genetics researcher
at Oxford University who also leads
Reprogenetics’ lab in the U.K., de-
scribed how his team had used CGH
to improve PGS success rates.

His small study included 23
women with an average age of 38
who had failed at least one previous
cycle of IVF. The women’s eggs were
fertilized and allowed to grow to the
100-cell stage, known as the blasto-
cyst. Embryos at this later stage of
development have a higher chance
of resulting in a pregnancy.

At this stage, it was possible to ex-
tract five cells without harming the
embryo. Because these cells are more
developed, they are believed to be
more representative of the health of
the embryo. The cells were screened
for abnormalities in all 23 chromo-
somes, and the best embryos were im-
planted in the women’s wombs.

The results showed that the CGH
screened group had a 67% embryo
implantation rate, compared with
28% in a control group that didn’t
get screened. The implantation rate,
as defined by the Oxford research
team, is the chance that an individ-
ual embryo will lead to a pregnancy.

Similarly, the clinical pregnancy
rate was 87% for the screened group
compared with 60% for the non-
screened group. A woman was con-
sidered to be clinically pregnant
when the fetus’s heartbeat could be
detected using ultrasound.

Dr. Wells says he has submitted
the data for publication to a scien-
tific journal. Other PGS experts say
that while CGH is promising, larger
trials are needed before it can be
widely offered to older women in
the clinic.

Continued from page 27

By Andy Pasztor

A clutch of former Pentagon brass
is helping to start a company that of-
fers a new service: satellites intended
solely for military communications
that would be built, launched and
owned by private investors.

The new company, called U.S.
Space LLC, attempts to meet a need
that the U.S. military has struggled
to fill. As U.S. forces deploy to out-of-
the-way regions, the Pentagon fre-
quently needs more satellite capac-
ity for communications and distribu-
tion of video surveillance than it can
get its hands on.

The military’s own satellites are
expensive, and often take too long to
deploy to satisfy fast-changing battle-
field needs. Meanwhile, the military
hasn’t always been able to lease suffi-
cient bandwidth on traditional com-
mercial satellites, particularly in re-
mote areas such as Afghanistan.

The new company intends to build
and launch relatively small and inex-
pensive commercial satellites that
would be optimized for military use
and leased only to military custom-
ers, according to Mark Albrecht, the
company’s chairman and co-founder.

Backers said the price of the satel-

lites would be held down by keeping
them small, modular and relatively
basic, without tailoring them for spe-
cial needs and piling on bells and
whistles.

“This is absolutely responsive” to
the Pentagon’s needs for quickly sup-
plementing current capacity wher-
ever it’s needed, said Mr. Albrecht, a
former head of Lockheed Martin
Corp.’s international rocket business.

The company’s board members
count three former Air Force gener-
als, including retired Lt. Gen. Michael
Hamel, who until recently served as
the military’s top uniformed space-ac-
quisition official; retired Major Gen-
eral James Armor, a former space pol-
icy maker; retired Major General
Craig Weston, who is also the presi-
dent and chief executive of U.S.
Space. The company’s backers in-
clude firms headed by former Attor-
ney General John Ashcroft and
former Defense Secretary William Co-
hen.

Each proposed high-altitude satel-
lite is envisioned to cost less than half
of the roughly $350 million price tag
for building and launching a large,
top-of-the-line commercial satellite.
The Pentagon and various national-
security customers already lease sig-
nificant commercial capacity, often
at expensive spot rates that by some
estimates amount to more than $800
million annually.

In addition to being less costly, the
venture aims to be more flexible be-
cause the in-orbit locations and trans-

mission frequencies specifically will
be intended for military uses.

The U.S. Space models are in-
tended to be ready for service in
roughly three years, versus a decade
or more in development for most Pen-
tagon satellites.

The project is risky, partly be-
cause no firm financing or contracts
to supply capacity have been signed.
The Pentagon is notorious for balking
at long-term satellite leasing arrange-
ments.

For years military brass, led by Ma-
rine Gen. James Cartwright, now the
vice chairman of the Joint Chiefs of
Staff, have advocated so-called opera-
tionally responsive space projects —
aimed at dramatically speeding up de-
velopment and deployment of Penta-
gon-purchased satellites.

But military brass “have really en-
dorsed” the commercial approach
and “encouraged us to continue the
discussions,” said Edward Horowitz,
a U.S. Space co-founder and former
president of the U.S. unit of global sat-
ellite-services giant SES Global SA.

Industrial firms backing the ven-
ture include a group of second-tier
aerospace contractors led by Orbital
Sciences Corp., which is in line to
build the satellites and launch them
with a beefed-up version of its Mino-
taur rockets.

The venture doesn’t see itself com-
peting directly with current provid-
ers of military satellite, Boeing Co.
and Lockheed Corp., as the U.S. Space
satellites would be so stripped down.
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Pepsi CEO tours China to sample market
Nooyi considers
new business model
and more investment

By Gordon Fairclough

And Valerie Bauerlein

SHANGHAI—PepsiCo Inc. Chair-
man and CEO Indra Nooyi ducked
into a doorway on a small side street
here, dodging hanging laundry and
skirting parked bicycles. Cramming
into a small apartment that houses
four generations of a Chinese fam-
ily, she and a handful of fellow execu-
tives peppered them with questions
about China’s rapid economic devel-
opment, their shopping habits and
how they feel about Western
brands.

The visit, one sweltering morn-
ing last week, was part of a 10-day
“immersion” tour of China for Ms.
Nooyi, who is seeking to strengthen
the Purchase, N.Y., compa-
ny’s business in emerging
markets.

“I wanted to look at how
people live, how they eat,
what the growth possibili-
ties are,” she said in an in-
terview in Beijing.

What she has seen has
persuaded her that Pepsi-
Co’s approach to the Chi-
nese market “is good, but
not good enough. The op-
portunities are so much big-
ger.” The company’s “model for
China has to be vastly different.”

China is a critical market for Pep-
siCo, its second-largest beverage
market after the U.S. and one of its

fastest-growing snack food mar-
kets. As the recession has damped
sales in the U.S., it is relying increas-
ingly for growth on big emerging

markets such as China and
India. Pepsi said last No-
vember that it would invest
$1 billion in China over four
years to build new facto-
ries, expand research and
development of products
tailored to local palates
and bolster the company’s
sales and distribution net-
work. Ms. Nooyi said she
now thinks an even greater
investment may be needed.

Ms. Nooyi made the trip
here because she believes her senior
management team needs more in-
depth knowledge of a market that
could one day be the company’s big-
gest. PepsiCo knows other big

emerging markets well: a native of
India, Ms. Nooyi is an expert on con-
sumers there. Mike White, chief of
PepsiCo’s international operations,
is a Russia expert. To prepare for the
visit—lengthier than most visits
CEOs make to their markets—Ms.
Nooyi spent several hours a week
over the past six months studying
Chinese history, geography and cul-
ture, sometimes in consultation
with former ambassador Henry Kiss-
inger, a PepsiCo consultant.

Pepsi is also out to make inroads
against rival Coca-Cola Co., which
was rebuffed by Chinese regulators
in March from acquiring a large Chi-
nese juice company, China Huiyuan
Juice Group Ltd, for $2.4 billion. The
two companies have bitterly fought
over the past few years to dominate
cola sales. Coke, which used its spon-
sorship of the Beijing Olympics to

promote its namesake brand to Chi-
nese consumers, has an edge over
Pepsi, with a 47.3% share of the cola
market in China, against Pepsi’s
44.5%, according to market re-
search firm Euromonitor Interna-
tional. But Pepsi disputes those per-
centages, saying data collected by
other researchers show its cola dom-
inates. Overall, Coke has a 15.3%
share of the Chinese beverage mar-
ket, while Pepsi has 6.2%, according
to Euromonitor.

Figuring out how to effectively
reach China’s diverging generations
is a central challenge, Ms. Nooyi
found. Many older Chinese grew up
without packaged goods, while
teens and young adults crave West-
ern brands and fast food.

“How we talk to them is a code
we have to crack,” she acknowl-
edged.

Last Tuesday, Ms. Nooyi visited
the home of a 32-year-old man, his
wife, child, parents-in-law and his
wife’s grandmother. The man, who
works for a British trading com-
pany, said he and his wife shop for
groceries at Carrefour and depart-
ment stores, where they buy pack-
aged goods. He eats in fast-food res-
taurants every day. But his
mother-in-law shops for meat, eggs
and vegetables at a traditional wet
market. His retired father-in-law,
who is 60 years old, said: “Young
people like to eat out. I prefer to eat
in the house.”

But Ms. Nooyi saw opportunities
for Pepsi too: the whole family likes
to munch on potato chips while
watching television.

Ms. Nooyi challenged her China
team to come up with ideas for prod-
ucts that cater to China’s large older
population. She also called for more
in-depth research into women who,
in China, are likely juggling work
and motherhood and making the key
day-to-day consumption decisions
for households. She says she is call-
ing on her executives to think “differ-
ently and disruptively,” encouraging
them to look beyond the company’s
traditional businesses in China.

Marks & Spencer Group PLC re-
ported a smaller-than-expected de-
cline in U.K. sales for its fiscal first
quarter, thanks to warmer weather,
price reductions and a focus on less-
expensive product offerings.

Still, the U.K.’s biggest depart-
ment-store operator by sales and
stores remains cautious. In a state-
ment Wednesday, Chief Executive
and Chairman Stuart Rose said the
company is “cautious about the out-
look for the remainder of this and
next year and will continue to run
the business accordingly.”

M&S, a bellwether for the coun-
try’s consumer sentiment, said sales
from U.K. stores open at least a year
fell 1.4% in the quarter ended June 27
from a year earlier. That was an im-
provement compared with the 4.2%
drop in the fourth quarter of fiscal
2009, and better than market expec-
tations for a 2.5% decline.

The retailer’s U.K. food business
posted a 0.5% decline in same-store
sales, beating market expectations
for a 2.1% fall.The food division, how-
ever, still isn’t performing as well as
the supermarket sector as a whole.
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Marks & Spencer
posts 1.4% drop
in store sales
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Giving your iTunes collection a TuneUp
Subscription service
identifies songs,
adds cover art

Popular fertility-treatment technique stirs doubts

By Geoffrey A. Fowler

M
Y DIGITAL MUSIC col-
lection is over a decade
old, and it’s as disor-
derly as a drawer of
mismatched socks.

Many songs are missing the cor-
rect album titles and cover art—or
just show up in Apple Inc.’s iTunes
with mysterious names like
“Track04.” Over the years I’ve used

several programs
to import and buy
music, resulting in
wild inconsisten-
cies in my collec-

tion. I’ve got songs by Beyoncé, Be-
yonce (without accent), Beyoncé
Knowles and Beyonce Knowles.

Several companies have devel-
oped programs that tap into vast da-
tabases of songs to tame music col-
lections. I’ve been testing one by
San Francisco start-up TuneUp Me-
dia that’s available to download on-
line and buy in Apple’s stores. While
I was reluctant to pay $19.95 for a
year’s subscription to a service I
reckon should be free in iTunes, Tu-
neUp has largely delivered on its
promise to scrub my music collec-
tion with minimal effort. It even im-
proved my music-listening experi-
ence in some unexpected ways.

TuneUp’s greatest asset is that it
works seamlessly with iTunes (for
Mac and PC). With TuneUp hooked
on to the right side of the iTunes pro-
gram, you drag “dirty” songs into a
box identified by a spray bottle of
cleaner. The software identifies
songs by taking clues from informa-
tion you’ve embedded in your mu-
sic, as well as sampling the song’s
digital fingerprint. TuneUp looks
for a match to those clues in a data-
base of songs maintained by Sony
Corp.’s Gracenote.

Some matches are a slam dunk,
but almost half of my collection
proved to be problematic. Of the
500 most-played songs in my pop-
oriented collection, TuneUp found
sure “matches” for songs across 79
albums and “likely matches” for
songs across 209 albums. It couldn’t
identify 10 songs. The company says
it counts “sure” as a 90% or higher
chance of a match, “likely” as at
least 75% chance of a match. Songs
with a likelihood under 75% are la-
beled “not found.”

TuneUp gives you the chance to
review each of the matches before it
adjusts your catalog. (It comes with
an undo button.) Accepting all of the
“sure” matches is easy enough, but
slogging through the “likely”
matches is troublesome. TuneUp
gives you only the option to accept
or reject its one recommendation—
you can’t choose from several poten-
tial matches. I worried that I might
be inadvertently mislabeling a song,
but haven’t yet found evidence of er-
rors in my collection. The company
says it cut out alternative matches
to simplify the cleaning process but
is working on adding them to future
releases of the software.

Once a song has been cleaned by
TuneUp, it is given a consistent
name, track number, album cover
and other helpful information, such
as the year it was released. Now, I’ve
got songs by just one artist named
Beyoncé (with accent), and almost
all of my songs feature the album
cover art that looks so nifty on
iPhone screens. The software as-
signs your songs genre identifica-
tions, which can be handy for match-
ing music to your mood. Most of the
classifications aren’t terms I would
have come up with: Beyoncé is
dubbed “urban crossover,” while
Michael Jackson is either “disco” or
“other pop” depending on the era—
but at least they’re consistent. You
also can tell TuneUp not to change
any specific part of a song’s existing
catalog listing, including genre.

TuneUp takes a few seconds, de-
pending on your computer and Inter-
net speed, to identify and re-classify

each song. Attempting to scrub a
whole collection—mine has more
than 10,000 songs—can be a lengthy
affair. The company suggests clean-
ing 500 songs at a time, but you can
do many more than that if you leave
it running over night.

I tried out a free competitor to
TuneUp called MusicBrainz Picard,
which matches songs based on a da-
tabase collected by Internet users
and is run by a nonprofit. The Mu-

sicBrainz approach to building a
user-generated database is power-
ful and has been tapped by compa-
nies such as the BBC and Amazon.
com to improve the way they keep
track of music on their sites. Some
of my songs that TuneUp couldn’t
identify, such as “This Way” by hip-
hop group Dilated Peoples, were a
breeze for MusicBrainz. To date, Mu-
sicBrainz has about 700,000 “re-
leases” (such as whole albums) and

eight million individual “tracks” in
its database.

But as a consumer application,
MusicBrainz’s database has limita-
tions, such as the inability to catalog
album-cover images or song lyrics,
both of which are copyrighted mate-
rial. The free Picard program lets
you tap the MusicBrainz database
from your own computer. Serious
music fans will be attracted to Pi-
card because it is more precise than
TuneUp; Picard guides you to
choose from a variety of options
when it isn’t certain of a match. But
the software is rudimentary and re-
quires concentration and time to
use. Picard also doesn’t connect di-
rectly into iTunes’ catalog. To use it
with iTunes, you have to first clean
up all of your music files with Picard
and then re-import your songs into
iTunes.

I recommend TuneUp for the av-
erage music fan who might view
cleaning up a music collection as the
sort of task that shouldn’t take
much longer than one rainy Sunday
afternoon. Picard is better for peo-
ple for whom maintaining an or-
derly collection is a never-ending
project.

TuneUp comes with a feature
called “Tuniverse,” which fills the
right side of the screen with informa-
tion related to whatever song
iTunes is happens to be playing at
the time. That information includes
YouTube videos, biographical de-
tails from Wikipedia, Google News,
music recommendations from Ama-
zon and tickets from StubHub to
coming concerts in your area. While
I initially worried Tuniverse would
feel like added advertising on the
screen, I’ve come to enjoy the extra
information. And once again, I was
left wondering why after more than
eight revisions, Apple hasn’t built
these capabilities directly into
iTunes. I, for one, learned from Tuni-
verse that Beyoncé has a concert in
San Francisco next week, and I just
might buy a ticket.

Email Geoffrey.Fowler@wsj.com.
Walter S. Mossberg is on vacation.
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By Gautam Naik

For more than a decade, thou-
sands of older women undergoing in-
vitro fertilization have relied on an
expensive embryo-screening proce-
dure to boost their chances of getting
pregnant. But mounting evidence
suggests that the procedure doesn’t
help people become mothers.

The technique, known as pre-im-
plantation genetic screening, or
PGS, is performed in dozens of fertil-
ity clinics across the U.S. Most medi-
cal experts agree that embryo
screening can significantly reduce
the risk of serious chromosome-re-
lated illnesses, such as Down syn-
drome. But for older women trying

to have a baby, the weight of evi-
dence is now shifting against cur-
rent PGS techniques.

The American Society for Repro-
ductive Medicine, a nonprofit pro-
fessional organization, came out
with initial guidance about PGS in
2007, stating that available evi-
dence didn’t support the use of em-
bryo screening to increase live birth
rates in women of advanced mater-
nal age. “Since that time there have
been several more trials that have
reached the same conclusion,” says
Andrew R. La Barbera, scientific di-
rector of the society. The group
plans to reaffirm its guidance about
PGS later this year.

Still, medical professionals

aren’t obliged to follow the guide-
lines. The society says on its Web
site that its guidance is meant to “as-
sist physicians with clinical deci-
sions” and is “not intended to be a
protocol to be applied in all situa-
tions.” Indeed, the use of PGS ap-
pears to have increased since the so-
ciety first criticized the technique
two years ago, medical experts say.

Embryo screening is designed to
increase the odds of a healthy, live
birth. Women over the age of 35, in
particular, are at higher risk of hav-
ing fewer than, or more than, the
usual 23 pairs of chromosomes.
Such abnormalities, known as aneu-
ploidies, can trigger an early miscar-
riage or genetic illnesses such as

Down syndrome.
In PGS, a single cell is extracted

from a six-cell embryo and inspected
under a microscope for aneuploidies.
An embryo studied in this way isn’t
necessarily harmed, though care
needs to be taken when removing a
cell to not damage other cells. If the
extracted cell is deemed to be error
free, the embryo can be safely im-
planted in the would-be mother’s
womb. Embryos that yield abnormal-
looking cells are discarded.

Some labs defend the use of PGS,
and the practice is hotly debated at
the American Society for Reproduc-
tive Medicine’s annual meetings.
“We think it’s effective,” says Santi-
ago Munne, scientific director of Re-

progenetics, a lab in Livingston, N.J.
Dr. Munne argues that studies that
show no clinical benefit from PGS
use inefficient biopsy techniques
that can damage the embryo. In a
small study published in the journal
Fertility and Sterility in 2007, Dr.
Munne and his colleagues using PGS
sharply reduced the rate at which pa-
tients miscarried compared with a
control group of women who didn’t
undergo embryo screening. But the
chances of a woman getting preg-
nant were little changed, which the
authors said could reflect the small
number of patients studied.

Backed by limited positive data
from a decade ago, some U.S. fertil-
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India to boost corporate oversight

In India, a domestic call
In shift, outsourcers’
phone centers tap
their home market

By Jackie Range

NEW DELHI—The Indian govern-
ment before the end of the year aims
to introduce a law designed to im-
prove company disclosure, tighten
accounting standards and clarify
the role of independent directors,
the nation’s new corporate affairs
minister said.

In an interview, Salman Khur-
shid said the measures should help
guard against corporate
frauds like that perpe-
trated at Hyderabad-based
Satyam Computer Services
Ltd. “If it had been passed
before Satyam, much of the
anguish of Satyam could
have been avoided,” Mr.
Khurshid said.

Corporate governance
in India has been under a
cloud ever since Satyam’s
chairman in January admit-
ted to a huge fraud, includ-
ing faking a bank balance of
more than $1 billion. After his revela-
tions, the government stepped in, re-
placing the board with high-profile
Indian businessmen who arranged
the sale of the company to Tech Ma-
hindra Ltd., owned by Mumbai-
based conglomerate Mahindra
Group with British telecommunica-
tions company BT Group PLC own-

ing a 31% stake. Satyam has since
been renamed Mahindra Satyam.

Since the fraud, there have been
many calls for improved standards
of corporate governance here. In a
survey this year, consultants Bain &
Co. of Boston found that some In-
dian companies were below interna-
tional best practices. “The loose
standards in governance that led to
Satyam’s downfall could also trip up
other leading Indian companies,”

Bain said.
Key measures in the gov-

ernment’s proposed legisla-
tion, which was put for-
ward in October 2008 but
hadn’t progressed very far,
include improving compa-
nies’ disclosure of informa-
tion, more rigorous ac-
counting standards ahead
of Indian accounting rules
converging with interna-
tional rules in 2011, and
tighter requirements and
more clarity on what’s

needed from independent directors.
One thorny issue is the role of in-

dependent directors. Since the Sa-
tyam fraud, a large number of inde-
pendent directors at Indian compa-
nies have resigned. According to Di-
rectors Database, a division of pri-
mary capital-market-data provider
Prime Database, 442 independent di-

rectors resigned between Jan. 11
and June 26 this year; in the same pe-
riod last year 298 had resigned.

Mr. Khurshid, 56 years old, said
the Indian government is worried
about the director exodus. He said
the new legislation will make it clear
what independent directors’ respon-
sibilities are. The government will
also protect independent directors
by making a clear distinction be-
tween civil and criminal infractions,
he said. In the past the edges be-
tween the two had been blurred, he
added, with people either getting
away without punishment or becom-
ing embroiled in criminal cases.

Indian investors have been call-
ing for improvements to the audit re-
gime. Mr. Khurshid said his ministry
was waiting for a report on Satyam
from the governing body that regu-
lates accountants. After that he ex-
pects some recommendations.

The Ministry of Corporate Af-
fairs is responsible for regulating
companies and promoting corpo-
rate governance. Before becoming
minister of state for minority and
corporate affairs following the re-
election of the United Progressive
Alliance government in May, Mr.
Khurshid had already served as a
minister and deputy minister. He
also is a lawyer qualified to practice
before India’s Supreme Court.
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GLOBAL BUSINESS BRIEFS

Anheuser-Busch InBev NV

Anheuser-Busch InBev NV said
Wednesday it will sell three bever-
age-can manufacturing plants and
a metal-lid plant to Ball Corp. for
$577 million in cash. Ball, of Colo-
rado, will continue supplying
metal cans to the Belgium-based
brewer under a long-term supply
contract as part of the deal, An-
heuser said. The plants—located in
Wisconsin, Ohio, Georgia and Flor-
ida— represent 40% of the capac-
ity of the brewer’s can-making sub-
sidiary. The plants being sold
mainly make containers for soft
drinks and thus aren’t part of An-
heuser’s core beer business. The
brewer said it has no plans to sell
Metal Container’s seven remaining
plants. The deal is likely to close at
the end of the year or the begin-
ning of 2010, Anheuser said.

Seeking growth at home
Size of indian domestic technology and 
business services market, in billions
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Cemex SAB

Struggling to emerge from under
a mountain of corporate debt, Mexi-
co’s giant building products con-
glomerate Cemex SAB has begun
meeting with banks in New York and
Madrid this week to renegotiate
some $14.5 billion in bank debt, out
of a total of $18 billion the multina-
tional must pay through 2011.
Among the 14 creditor banks that Ce-
mex is discussing an extended pay-
ment plan are New York-based Citi-
group Inc., Banco Bilbao Vizcaya Ar-
gentaria SA and Banco Santander
SA of Spain and the U.K.’s Royal
Bank of Scotland. The world’s third-
largest cement producer by volume,
Cemex acquired smaller cement
makers on six continents through-
out the past two decades, but miscal-
culated in 2007 by adding billions to
its debt just as construction activity
world-wide slowed drastically. With
sales of cement dropping, the com-
pany is looking at $4.1 billion in debt
coming due this year, and $10.4 bil-
lion over the next two years.

Diageo PLC

Diageo PLC said it is shutting
down a nearly 200-year-old distill-
ery and packaging plant, resulting
in the loss of 900 jobs, to cut costs at
its Scottish operations. The
U.K.-based drinks company, whose
brands include Guinness and
Johnnie Walker, said the restructur-
ing will trim costs by about £40 mil-
lion ($65.8 million) from 2012. Dia-
geo said the job cuts will be partly
offset by the creation of about 400
new jobs through the expansion of
another Scottish packing plant. The
£120 million restructuring plan
comes on top of a £200 million pro-
gram announced in February, which
the company expects will cut costs
by £100 million in the financial year
ending in June 2010.

By Niraj Sheth

HUBLI, India—With the U.S. in re-
cession, India’s call centers have
opened a new outsourcing frontier:
India.

The shift is a sign of how India’s
flagship export industry is shifting
from providing services to the devel-
oped world to catering to its own,
quickly growing market. The Indian
economy grew 6.7% for the fiscal
year ended March 31.

While outsourcing revenue from
within India is still a tiny fraction of
the global market—$12 billion in
2008 out of $500 billion spent
world-wide—it is expected to hit
$95 billion by 2020, or nearly 15% of
the expected global market, accord-
ing to a recent McKinsey & Co. re-
port. The overall global market for
business process outsourcing will
reach $640 billion in the same time,
the report says.

Indian outsourcers capture con-
tracts from U.S. clients largely by
touting India’s low wages and big
cost savings. But at home, providing
those lower costs means setting up
offices in rural areas, where wages
and property costs are lower than in
its bigger cities.

“We cannot deliver and make
money in the same way we make
money for an international market,”
says Ananda Mukerji, chief execu-
tive of Firstsource Solutions Ltd., a
Mumbai-based outsourcer.

In April 2007, his company
opened a call center in Hubli, a city of
800,000 people 370 kilometers
northwest of Bangalore, India’s out-
sourcing capital. Hubli is best known
for its cotton and peanut farms.

But it is also a place where wages
and rents are half of those in major
cities such as Mumbai. A call center
worker who gets roughly $500 a
month in Mumbai would earn $250
to $300 a month in Hubli.

Firstsource now has 450 work-
ers in Hubli, where it is the largest
private employer. It is one of the
company’s 15 outsourcing centers
for the domestic market. During the
past two years Firstsource has seen

the India share of its annual reve-
nue, which stood at $370 million in
the year ended March 31, jump to
13% from 1%.

Small towns such as Hubli have
fewer computer programmers
needed for high-tech outsourcing,
so the call centers tend to handle cus-
tomer queries and complaints, pro-
cessing bills paid over the phone or
reminding delinquent customers
they need to pay.

Outsourcing as a common busi-
ness practice has only recently
taken hold in India. “We have always
believed in focusing on our core ex-
pertise,” says a spokesman for Tata
Teleservices Ltd., one of the coun-
try’s largest telecommunications
companies. “Outsourcing of func-
tions like telecalling and billing
helps us focus on our core business.”

Sandeep Aggarwal, vice presi-
dent for sales at Mumbai-based call-
center operator Intelenet Global
Services, says even Indian compa-
nies in conservative industries such
as banking are turning to outsourc-
ing. Since 2007, Intelenet has hired
23% more people at call centers for
Indian clients, bringing the head-
count to 18,500.

ING Groep NV

Dutch financial-services com-
pany ING Groep NV said Wednes-
day it will cut 10% of the work force
at its insurance business in the
Netherlands over the next three
years as part of a growth and cost-
savings plan that involves merging
its three Dutch insurance brands.
ING said 800 jobs will be cut under
the plan, which should have a posi-
tive impact from 2010 and lead to
annual cost savings of Œ100 million
($140.3 million) before tax from
2013. The existing Nationale Neder-
landen, RVS and ING insurance
brands will be combined into one or-
ganization under the Nationale
Nederlanden brand at a cost of
Œ165 million over the next four
years. In May ING posted a first-
quarter net loss of Œ793 million.

International Power PLC

International Power PLC said it
agreed to sell its Czech business in
a deal valued at 17.7 billion korun
($957 million) as it restructures its
portfolio. Shares in International
Power were up 4.6%, one of the big-
gest risers on the FTSE 100. The
sale will likely help alleviate mar-
ket concerns over the company’s
need to refinance more than £700
million ($1.15 billion) in debt, due
next year. The U.K.-based company,
which operates power plants world-
wide, said it was selling the unit to
Czech-Slovak investment firm J&T
Group. As part of the deal, the
buyer will also take on 4.8 billion
korun in debt from International
Power. “The attractive sale price,
combined with the limited scope to
materially expand our business in
the Czech Republic, means that
this transaction represents excel-
lent value,” said International Pow-
er’s chief executive, Philip Cox.

Deutsche Lufthansa AG

The European Commission said
Wednesday that it will start an in-
depth anti-trust probe into Deut-
sche Lufthansa AG’s planned take-
over of Austrian flag carrier Aus-
trian Airlines AG. The commission
deepened the probe amid worries
that, unchecked, the merger could
lead to higher fares and reduced
choice to consumers on certain
routes. The commission said that in
the “absence of appropriate reme-
dies,” it had “serious doubts”
whether the deal could be allowed.
The commission now has up to 90
days to decide whether to allow or
block the deal. “Lufthansa remains
confident to receive the necessary
approvals with justifiable reme-
dies,” Lufthansa said.

Sodexo SA

Sodexo sales rose,
affirms profit target

Catering and services company
Sodexo SA said Wednesday revenue
for its fiscal third quarter rose 11%
and confirmed its full-year targets,
as acquisitions and its contracts in
the healthcare and education sec-
tors helped offset slowing business
in North America and Western Eu-
rope. Revenue rose to Œ3.77 billion
($5.29 billion) for the three months
ended May 31 from Œ3.4 billion a year
earlier. Sodexo continues to suffer as
companies reduce headcount, halt
discretionary spending and shut
down factories, said Chief Operating
Officer Sian Herbert-Jones. Sodexo,
which in April bought the India-
based Radhakrishna Hospitality Ser-
vices Group, expects revenue growth
excluding future acqusitions of be-
tween 2% and 5% for the year, and tar-
gets operating profit of between
Œ730 million and Œ760 million.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 20.30 $25.07 0.23 0.93%
Alcoa AA 26.90 10.35 0.02 0.19%
AmExpress AXP 12.20 23.00 –0.24 –1.03%
BankAm BAC 229.40 13.05 –0.15 –1.14%
Boeing BA 6.10 42.23 –0.27 –0.64%
Caterpillar CAT 11.30 33.19 0.15 0.45%
Chevron CVX 9.10 66.52 0.27 0.41%
CiscoSys CSCO 33.30 18.80 0.15 0.80%
CocaCola KO 11.40 49.18 1.19 2.48%
Disney DIS 7.40 23.45 0.12 0.51%
DuPont DD 4.70 25.80 0.18 0.70%
ExxonMobil XOM 20.70 70.56 0.65 0.93%
GenElec GE 59.20 11.78 0.06 0.51%
HewlettPk HPQ 18.30 38.68 0.03 0.08%
HomeDpt HD 12.60 23.71 0.08 0.34%
Intel INTC 87.80 17.04 0.49 2.96%
IBM IBM 5.10 104.84 0.42 0.40%
JPMorgChas JPM 33.00 33.77 –0.29 –0.85%
JohnsJohns JNJ 13.70 57.07 0.27 0.48%
KftFoods KFT 15.50 26.61 1.27 5.01%
McDonalds MCD 5.20 58.22 0.73 1.27%
Merck MRK 13.80 28.05 0.09 0.32%
Microsoft MSFT 50.50 24.04 0.27 1.14%
Pfizer PFE 44.10 14.90 –0.10 –0.67%
ProctGamb PG 12.80 52.00 0.90 1.76%
3M MMM 3.50 60.74 0.64 1.06%
TravelersCos TRV 4.20 41.13 0.09 0.22%
UnitedTech UTX 4.20 52.28 0.32 0.62%
Verizon VZ 10.70 30.82 0.09 0.29%
WalMart WMT 17.20 48.37 –0.07 –0.14%

Dow Jones Industrial Average P/E: 12
LAST: 8504.06 s 57.06, or 0.68%

YEAR TO DATE: t 272.33, or 3.1%

OVER 52 WEEKS t 2,711.45, or 24.2%

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

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

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

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

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

TUI "1,503" –40 –95 23 Utd Utils Wtr  55 ... –3 –5

Renault 431 –30 –40 84 Ladbrokes  200 ... –1 25

ArcelorMittal Fin 419 –24 –63 –143 Assa Abloy  90 ... –5 –7

Rhodia 967 –19 –42 157 Rallye 1325 ... –32 7

Stena Aktiebolag 799 –17 –30 –48 ACE  119 ... –5 18

Lafarge 277 –17 –43 –16 Deutsche Post 55 ... ... ...

Rep Irlnd 183 –17 –42 –11 Eircom  224 ... –5 5

Nielsen 647 –13 –2 17 StatoilHydro  86 1 –7 –8

PPR 282 –12 –22 6 UBS  126 2 –10 2

Legal & Gen Gp 427 –12 –28 –21 Metso  280 3 –1 25

Source: Markit Group

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

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

BHP Billiton U.K. General Mining $52.4 14.25 4.47% –19.0% 38.9%

BG Grp U.K. Integrated Oil & Gas 62.6 10.61 4.22 –15.6 45.0

L.M. Ericsson Tel B Sweden Telecoms Equipment 31.0 78.80 4.10 22.2 –32.9

Anglo Amer U.K. General Mining 40.5 18.33 3.91 –43.7 –17.2

Allianz SE Germany Full Line Insurance 43.4 67.93 3.50 –37.4 –44.3

Iberdrola S.A. Spain Conventional Electricity $39.9 5.65 –2.25% –31.1 –13.9

Deutsche Bk Germany Banks 37.8 43.04 –0.36 –21.0 –50.4

SAP Germany Software 49.5 28.60 –0.24 –12.1 –30.0

Credit Suisse Grp Switzerland Banks 54.6 49.70 0.20% 10.6 –26.9

Koninklijke Phlps Netherlands Consumer Electronics 18.2 13.22 0.69 –36.3 –45.1

...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

Intesa Sanpaolo 39.7 2.37 3.27% –35.7% –48.3%
Italy (Banks)
France Telecom 61.6 16.68 3.19 –15.9 –1.3
France (Fixed Line Telecoms)
Sanofi-Aventis S.A. 80.2 43.15 3.05 0.2 –43.2
France (Pharmaceuticals)
Diageo 40.8 8.97 2.93 0.9 –1.6
U.K. (Distillers & Vintners)
ENI 98.0 17.32 2.79 –25.9 –24.7
Italy (Integrated Oil & Gas)
BASF 37.8 29.11 2.75 –31.9 –6.6
Germany (Commodity Chemicals)
GDF Suez 87.1 27.27 2.75 –31.1 7.0
France (Multiutilities)
Unilever 42.7 17.63 2.71 0.7 0.2
Netherlands (Food Products)
AXA S.A. 40.6 13.75 2.69 –23.8 –46.7
France (Full Line Insurance)
Daimler 39.6 26.45 2.58 –30.7 –30.4
Germany (Automobiles)
Barclays 46.3 2.90 2.56 1.8 –51.9
U.K. (Banks)
BP 166.9 4.90 2.55 –12.3 –22.4
U.K. (Integrated Oil & Gas)
Rio Tinto 54.5 21.58 2.52 –52.6 –7.3
U.K. (General Mining)
BNP Paribas S.A. 70.0 47.40 2.48 –15.6 –36.9
France (Banks)
GlaxoSmithKline 103.0 10.94 2.39 –4.5 –27.6
U.K. (Pharmaceuticals)
ArcelorMittal 52.8 23.93 2.31 –57.2 ...
Luxembourg (Iron & Steel)
Deutsche Telekom 52.9 8.58 2.14 –20.6 –31.6
Germany (Mobile Telecoms)
Siemens 64.8 50.18 2.07 –26.3 –25.5
Germany (Diversified Industrials)
ABB 37.5 17.43 2.05 –36.7 13.4
Switzerland (Industrial Machinery)
Banco Bilbao Viz 48.3 9.12 2.01 –23.6 –43.6
Spain (Banks)

Total S.A. 131.5 39.25 2.00% –24.9% –23.1%
France (Integrated Oil & Gas)
Royal Dutch Shell A 91.0 18.16 1.99 –27.6 –31.2
U.K. (Integrated Oil & Gas)
Vodafone Grp 114.7 1.20 1.96 –21.6 1.6
U.K. (Mobile Telecoms)
ING Groep 21.5 7.31 1.94 –63.4 –76.0
Netherlands (Life Insurance)
UniCredit 43.3 1.83 1.84 –42.1 –63.7
Italy (Banks)
Tesco 46.6 3.60 1.84 4.8 6.2
U.K. (Food Retailers & Wholesalers)
Banco Santander 100.3 8.71 1.69 –20.0 –18.2
Spain (Banks)
Assicurazioni Gen 30.0 15.05 1.62 –35.8 –39.5
Italy (Full Line Insurance)
Roche Hldg Part. Cert. 97.7 150.00 1.56 –18.3 –26.7
Switzerland (Pharmaceuticals)
Nokia 56.1 10.60 1.53 –29.6 –32.5
Finland (Telecoms Equipment)
Nestle S.A. 147.4 41.50 1.42 –8.5 8.7
Switzerland (Food Products)
Astrazeneca 64.9 27.08 1.39 21.3 –15.2
U.K. (Pharmaceuticals)
HSBC Hldgs 144.5 5.10 1.39 –23.3 –38.3
U.K. (Banks)
Bayer 45.2 38.72 1.31 –26.3 8.5
Germany (Specialty Chemicals)
Novartis 109.3 44.60 1.27 –23.1 –33.0
Switzerland (Pharmaceuticals)
British Amer Tob 56.5 16.94 1.26 0.1 22.8
U.K. (Tobacco)
Telefonica S.A. 108.5 16.32 1.24 –5.3 25.5
Spain (Fixed Line Telecoms)
UBS 40.2 13.44 1.13 –34.8 –77.4
Switzerland (Banks)
E.ON 72.1 25.49 1.07 –40.4 –13.2
Germany (Multiutilities)
Soc. Generale 32.2 39.28 1.00 –26.7 –63.3
France (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 0.69% 1.22% 1.9% 4.5% -3.6%
Event Driven 0.24% 1.81% 3.8% 6.3% -22.9%
Equity Market Neutral 0.58% 0.06% -1.5% -3.4% -13.1%
Equity Long/Short 0.09% 0.98% 1.0% 0.8% -19.6%

*Estimates as of 06/30/09, 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 1.11 103.38% 0.02% 1.87 1.02 1.37

Eur. High Volatility: 11/1 2.16 106.98 0.04 3.89 2.03 2.74

Europe Crossover: 11/1 7.16 109.38 0.10 9.71 6.60 8.00

Asia ex-Japan IG: 11/1 1.87 107.25 0.04 3.84 1.58 2.50

Japan: 11/1 1.81 114.89 0.05 4.33 1.41 2.49

 Note: Data as of June 30

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: Bank revenues from equity capital markets

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

Source: Dealogic
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U.S. manufacturing activity contracting at a slower pace

Election spending on top court’s agenda
U.S. justices to consider broader questions believed settled by a decision upholding campaign-finance limits

ECONOMY & POLITICS

High court highlights Comparing the court 
to past terms 
Total cases decided

1995–96 2000–01 2005–06
0
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Unanimous decisions

1995–96 2000–01 2005–06
0

25

50
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5–4 decisions

1995–96 2000–01 2005–06
0

25

50

75

100

Ruth Bader
Ginsburg

John Paul 
Stevens

David H. 
Souter

Stephen G. 
Breyer

Anthony M. 
Kennedy

John G. 
Roberts

Samuel A. 
Alito Jr.

Antonin 
Scalia

Clarence 
Thomas

Medical liability
Upheld a jury award to a musician who lost her arm because
of a botched injection of antinausea medication.

Wyeth v. Levine

Expletives on TV
Gave tentative approval to government regulation of the use
of even a single curse word on live TV.

FCC v. Fox Television Stations Inc.

DNA evidence
Ruled that convicts don’t have a right to test DNA evidence
in hopes of proving their innnocence.

District Attorney’s Office for Third Judicial Dist. v. Osborne

Tobacco makers
Ruled that Maine consumers can sue Philip Morris over the advertising 
of light and low-tar cigarettes, which were alleged to be deceptive.

Altria Group Inc. v. Good

Judicial recusal
Ruled that a state judge shouldn’t have participated in decisions involving 
a company whose chief executive had been a political contributor.

Caperton v. A.T. Massey Coal Co.

MORE LIBERAL MORE CONSERVATIVE

Voting Rights Act
Left intact a provision designed to end the disenfranchisement
of black citizens.

Northwest Austin Municipal Utility District No. One v. Holder

Photos: Associated Press; U.S. Supreme Court Source: ScotusBlog (historical statistics)

By Kelly Evans

Declines in U.S. manufacturing
activity slowed last month, raising
the likelihood that the sector—and
perhaps the U.S. economy—could
see some growth in the second half
of this year. But separate reports
showed the labor market remains
weak, a key obstacle to recovery.

Rising production and a shal-
lower drop in employment helped

push the Institute for Supply Man-
agement’s index of manufacturing
activity to 44.8 in June from 42.8 in
May. It was the sixth straight
monthly increase, though activity
still remains below the 50 level that
signals overall growth in the sector.

The sector is a small part of over-
all employment and gross domestic
product, but it serves as a barometer
of the nation’s business climate.

Separately, a June employment re-

port from payroll company Auto-
matic Data Processing Inc. showed
that the U.S. shed 473,000 private-
sector jobs last month—the smallest
decline since October, but a higher
number than expected and a sign that
the government’s official estimate,
which is released Thursday, could
dash hopes for notable improvement
in labor-market conditions.

Meanwhile, the housing market
continues to show signs of recovery.

Pending home sales, an index of
contracts signed that is typically re-
leased about a month before re-
ported sales, rose slightly in May,
the National Association of Realtors
said. The index gained 0.1 point to a
seasonally adjusted 90.7, its highest
level since September. Pending sales
rose in the Northeast and West, and
dipped in the Midwest and South.
An index level of 100 represents
contract activity in 2001, the first

year the data were collected.
Also Wednesday, the Commerce

Department said U.S. spending on
construction declined in May, fall-
ing 0.9% to $964 billion at a season-
ally adjusted annual rate. The drop
was led by a 3.5% decline in residen-
tial construction spending to $247.4
billion. While residential spending
levels are down a third from a year
ago, the declines are shallower than
in the first quarter.

By Jess Bravin

WASHINGTON—The most impor-
tant case of the U.S. Supreme Court’s
just-ended term may be a test of re-
strictionsoncorporateandunioncam-
paign spending that the justices de-
cided not to decide—at least not yet.

The case, Citizens United v. Fed-
eral Elections Commission, was ex-
pected to focus on narrow issues un-
der the McCain-Feingold campaign-
finance law—in particular, whether
a law drafted with broadcast adver-
tisements in mind also applied to
video-on-demand services.

But the justices signaled they
could be ready to address broader
questions believed settled by a 2003
decision upholding McCain-Fein-
gold, which, among other things,
limits political spending by corpora-
tions and unions. The bill takes its
name from its primary co-sponsors,
Sens. John McCain (R., Ariz.) and
Russell Feingold (D., Wis.).

The court’s conservative major-
ity has chipped away at McCain-
Feingold in recent years. Now, the
court has asked for a fresh round of

arguments on Sept. 9, in an unusual
summer session, on the question of
whether it is constitutional to limit
corporate political spending.

“The court is reaching out to de-
cide the foundational question
about the rights of corporations in
political campaigns,” said Nathaniel
Persily, a professor at Columbia Law
School. “It’s the last step in several
incremental moves the Roberts
Court has made to strike down the
pillars of campaign-finance law.”

Since the court largely upheld
McCain-Feingold in 2003, Justice
Sandra Day O’Connor, who voted
with the majority in that opinion,
has retired and been replaced by Jus-
tice Samuel Alito, who has voted to
limit certain aspects of McCain-Fein-
gold in prior cases.

The McCain-Feingold restrictions
haven’t dried up corporate political
spending, but have channeled it into
indirectactivities,suchassponsoring
parties at political conventions.

The court remains divided into
four-justice camps of reliable lib-
erals and solid conservatives,
with Justice Anthony Kennedy usu-

ally holding the deciding vote.
Justice Kennedy’s moderating in-

fluence may have led the court to take
a narrow view of a case challenging
an aspect of the Voting Rights Act of
1965.Theplaintiffsinthecasebuiltan
argument for striking down the act’s
Section5,whichgivesthefederalgov-
ernment oversight of state and local
government election procedures in
much of the South and some other ar-
eas of the country where minorities
once faced barriers to voting.

By an 8-1 vote, the court upheld
the broader provision authorizing
such supervision, but made it easier
for local governments to escape fed-
eral oversight if they could show
clean records on racial bias.

On Monday, in a 5-4 decision,
the court ruled that the city of New
Haven, Conn., violated the rights of
white firefighters by junking test re-
sults because no blacks scored high
enough to guarantee promotion.
But the court left intact the con-
cept of “disparate impact” on mi-
norities giving rise to a civil-rights
complaint, rather than ruling it un-
constitutional. Justice Kennedy

wrote the majority opinion.
In two cases that scrambled the

ideological lines, the court disap-
pointed business by limiting federal
pre-emption, or the displacement of
state authority by a federal statute.

In March, the court found that
pharmaceutical manufacturers
aren’t shielded from liability for de-
fective products simply because
their medicines are regulated by the
Food and Drug Administration. Con-
servative Justice Clarence Thomas
joined Justice Kennedy and the four
liberals in the 6-3 vote.

On Monday, the court ruled 5-4
that the federal Office of the Comp-
troller of the Currency went too far
when it blocked state authorities
from suing to enforce valid state con-
sumer protection laws against na-
tional banks. Conservative Justice
Antonin Scalia wrote the majority
opinion, joined by the four liberals.

Thedecisionwiththebroadestim-
plications may be the most unlikely:
Ashcroft v. Iqbal, in which former im-
migration detainee Javaid Iqbal al-
leged he was abused at the behest of
senior officials including former At-

torney General John Ashcroft. The
central issue was whether the allega-
tionsinMr.Iqbal’s suitwereplausible
enough for the case to proceed.

In a 5-4 ruling, Justice Kennedy,
joined by the four other conserva-
tives,wrote that the tougher require-
ments for getting into court applied
broadly, meaning that plaintiffs
have to make a “plausible” claim
based on more specific allegations.

“It’s going to be the mostcitedSu-
preme Court case in a decade,” says
Tom Goldstein, an attorney at Akin
Gump Strauss Hauer & Feld LLP and
founder of Scotusblog, a Web site fo-
cused on the Supreme Court. “Fifty
percent of the motions filed to dis-
miss will cite Iqbal.”

Reaction divided along predict-
able lines.

“It raises the pleading standard
in a way that turns the clock back 60
years,” says the ACLU’s Mr. Shapiro.

Richard Samp of the conservative
Washington Legal Foundation wel-
comed the change. “The court is sort
of fed up with excesses in the tort sys-
tem and is looking for ways to try to
eliminate frivolouslawsuits,”hesaid.
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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.

2.69% 13 World -a % % 187.21 1.17%–28.4% 4.81% 11 U.S. Select Dividend -b % % 517.26 1.01%–21.7%

2.21% 14 Global Dow 1096.30 0.23% –23.4% 1637.54 0.51% –32.1% 3.83% 15 Infrastructure 1236.90 –0.11% –17.4% 1658.62 0.17% –26.8%

3.37% 26 Stoxx 600 209.50 1.76% –25.4% 221.06 2.52% –33.5% 1.68% 7 Luxury 692.60 0.88% –15.0% 825.83 1.16% –24.6%

3.53% 17 Stoxx Large 200 224.80 1.80% –25.7% 235.94 2.55% –33.9% 6.60% 5 BRIC 50 350.10 0.76% –17.8% 469.43 1.03% –27.2%

2.54% -17 Stoxx Mid 200 192.60 1.55% –23.5% 202.13 2.30% –31.8% 4.20% 11 Africa 50 719.80 0.89% –27.2% 642.53 1.16% –35.4%

2.74% -28 Stoxx Small 200 119.90 1.67% –23.1% 125.82 2.43% –31.5% 3.57% 6 GCC % % 1394.24 1.40% –52.5%

3.35% 19 Euro Stoxx 227.30 1.94% –27.4% 239.93 2.70% –35.4% 3.38% 12 Sustainability 688.00 0.51% –22.1% 821.41 1.34% –30.5%

3.51% 14 Euro Stoxx Large 200 242.00 1.95% –27.8% 253.80 2.71% –35.7% 2.57% 12 Islamic Market -a % % 1632.41 1.16% –26.8%

2.58% -12 Euro Stoxx Mid 200 214.70 1.87% –26.3% 225.13 2.63% –34.4% 2.87% 11 Islamic Market 100 1475.30 0.21% –14.8% 1785.56 1.03% –24.0%

2.82% 16 Euro Stoxx Small 200 130.10 1.79% –25.0% 136.34 2.54% –33.2% 2.87% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1168.50 1.27% –28.9% 1413.15 2.03% –36.6% 2.17% 12 DJ U.S. TSM % % 9485.61 0.64% –26.1%

5.19% 9 Euro Stoxx Select Div 30 1355.00 1.87% –38.8% 1644.90 2.63% –45.5% % DJ-UBS Commodity 120.30 0.04% –41.7% 123.50 0.79% –48.1%

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

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

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

Australia 1.2378 2.0400 1.1479 0.1633 0.0400 0.1951 0.0128 0.3209 1.7490 0.2349 1.0783 ...

 Canada 1.1479 1.8919 1.0645 0.1514 0.0371 0.1809 0.0119 0.2976 1.6220 0.2179 ... 0.9274

 Denmark 5.2686 8.6832 4.8860 0.6950 0.1702 0.8303 0.0545 1.3660 7.4445 ... 4.5898 4.2565

 Euro 0.7077 1.1664 0.6563 0.0934 0.0229 0.1115 0.0073 0.1835 ... 0.1343 0.6165 0.5718

 Israel 3.8570 6.3566 3.5769 0.5088 0.1246 0.6078 0.0399 ... 5.4499 0.7321 3.3600 3.1160

 Japan 96.6800 159.3383 89.6596 12.7540 3.1237 15.2360 ... 25.0664 136.6088 18.3502 84.2234 78.1078

 Norway 6.3455 10.4580 5.8847 0.8371 0.2050 ... 0.0656 1.6452 8.9662 1.2044 5.5279 5.1265

 Russia 30.9500 51.0087 28.7026 4.0829 ... 4.8775 0.3201 8.0245 43.7324 5.8744 26.9623 25.0045

 Sweden 7.5804 12.4932 7.0299 ... 0.2449 1.1946 0.0784 1.9654 10.7110 1.4388 6.6037 6.1242

 Switzerland 1.0783 1.7771 ... 0.1422 0.0348 0.1699 0.0112 0.2796 1.5236 0.2047 0.9394 0.8712

 U.K. 0.6068 ... 0.5627 0.0800 0.0196 0.0956 0.0063 0.1573 0.8574 0.1152 0.5286 0.4902

 U.S. ... 1.6481 0.9274 0.1319 0.0323 0.1576 0.0103 0.2593 1.4130 0.1898 0.8712 0.8079

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 369.25 2.00 0.54% 707.00 302.00
Soybeans (cents/bu.) CBOT 1015.50 34.50 3.52 1,557.50 670.00
Wheat (cents/bu.) CBOT 535.50 –5.25 –0.97% 1,072.00 522.75
Live cattle (cents/lb.) CME 85.750 0.500 0.59 117.500 78.075
Cocoa ($/ton) ICE-US 2,504 –6 –0.24 3,237 1,950
Coffee (cents/lb.) ICE-US 119.05 –0.85 –0.71 183.30 109.00
Sugar (cents/lb.) ICE-US 17.75 –0.10 –0.56 18.09 11.05
Cotton (cents/lb.) ICE-US 60.48 3.00 5.22 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,259.00 29 1.30 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,570 –11 –0.70 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,323 –12 –0.90 2,324 1,250

Copper (cents/lb.) COMEX 233.05 5.85 2.57 375.35 129.55
Gold ($/troy oz.) COMEX 941.30 13.90 1.50 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1376.00 16.00 1.18 2,009.00 886.00
Aluminum ($/ton) LME 1,644.50 –5.50 –0.33 3,340.00 1,288.00
Tin ($/ton) LME 14,400.00 –425.00 –2.87 23,700.00 9,750.00
Copper ($/ton) LME 5,051.00 –50.00 –0.98 8,811.00 2,815.00
Lead ($/ton) LME 1,705.00 –28.00 –1.62 2,225.00 870.00
Zinc ($/ton) LME 1,574.50 –3.00 –0.19 2,034.50 1,065.00
Nickel ($/ton) LME 15,800 –250 –1.56 22,000 9,000

Crude oil ($/bbl.) NYMEX 69.31 –0.58 –0.83 139.50 43.42
Heating oil ($/gal.) NYMEX 1.7657 –0.0220 –1.23 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 1.8590 –0.0430 –2.26 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 3.795 –0.040 –1.04 12.038 3.520
Brent crude ($/bbl.) ICE-EU 68.79 –0.51 –0.74 129.00 43.41
Gas oil ($/ton) ICE-EU 567.50 –0.25 –0.04 1,267.00 401.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 1
Per In

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

Argentina peso-a 5.3676 0.1863 3.7988 0.2632

Brazil real 2.7281 0.3666 1.9307 0.5179

Canada dollar 1.6220 0.6165 1.1479 0.8712
1-mo. forward 1.6218 0.6166 1.1477 0.8713

3-mos. forward 1.6212 0.6168 1.1473 0.8716
6-mos. forward 1.6202 0.6172 1.1466 0.8721

Chile peso 755.04 0.001324 534.35 0.001871
Colombia peso 2996.97 0.0003337 2121.00 0.0004715

Ecuador US dollar-f 1.4130 0.7077 1 1
Mexico peso-a 18.5046 0.0540 13.0960 0.0764

Peru sol 4.2411 0.2358 3.0015 0.3332
Uruguay peso-e 32.739 0.0305 23.170 0.0432

U.S. dollar 1.4130 0.7077 1 1
Venezuela bolivar 3.03 0.329583 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7490 0.5718 1.2378 0.8079
China yuan 9.6551 0.1036 6.8331 0.1463

Hong Kong dollar 10.9509 0.0913 7.7501 0.1290
India rupee 67.5061 0.0148 47.7750 0.0209

Indonesia rupiah 14398 0.0000695 10190 0.0000981
Japan yen 136.61 0.007320 96.68 0.010343

1-mo. forward 136.56 0.007323 96.64 0.010347
3-mos. forward 136.46 0.007328 96.58 0.010355

6-mos. forward 136.26 0.007339 96.43 0.010370
Malaysia ringgit-c 4.9723 0.2011 3.5190 0.2842

New Zealand dollar 2.1980 0.4550 1.5556 0.6429
Pakistan rupee 114.877 0.0087 81.300 0.0123

Philippines peso 67.782 0.0148 47.970 0.0208
Singapore dollar 2.0400 0.4902 1.4438 0.6926

South Korea won 1779.96 0.0005618 1259.70 0.0007938
Taiwan dollar 46.247 0.02162 32.730 0.03055
Thailand baht 48.106 0.02079 34.045 0.02937

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

Euro zone euro 1 1 0.7077 1.4130

1-mo. forward 0.9999 1.0001 0.7077 1.4131

3-mos. forward 1.0002 0.9998 0.7078 1.4128

6-mos. forward 1.0004 0.9996 0.7080 1.4125

Czech Rep. koruna-b 25.712 0.0389 18.197 0.0550

Denmark krone 7.4445 0.1343 5.2686 0.1898

Hungary forint 269.58 0.003709 190.79 0.005242

Norway krone 8.9662 0.1115 6.3455 0.1576

Poland zloty 4.3676 0.2290 3.0910 0.3235

Russia ruble-d 43.732 0.02287 30.950 0.03231

Sweden krona 10.7110 0.0934 7.5804 0.1319

Switzerland franc 1.5236 0.6563 1.0783 0.9274

1-mo. forward 1.5230 0.6566 1.0778 0.9278

3-mos. forward 1.5217 0.6572 1.0769 0.9286

6-mos. forward 1.5194 0.6581 1.0753 0.9300

Turkey lira 2.1543 0.4642 1.5246 0.6559

U.K. pound 0.8574 1.1664 0.6068 1.6481

1-mo. forward 0.8574 1.1664 0.6068 1.6481

3-mos. forward 0.8575 1.1662 0.6069 1.6478

6-mos. forward 0.8577 1.1658 0.6070 1.6473

MIDDLE EAST/AFRICA
Bahrain dinar 0.5327 1.8773 0.3770 2.6526

Egypt pound-a 7.9037 0.1265 5.5936 0.1788

Israel shekel 5.4499 0.1835 3.8570 0.2593

Jordan dinar 0.9998 1.0002 0.7076 1.4132

Kuwait dinar 0.4054 2.4667 0.2869 3.4854

Lebanon pound 2130.10 0.0004695 1507.50 0.0006634

Saudi Arabia riyal 5.2992 0.1887 3.7503 0.2666

South Africa rand 10.8660 0.0920 7.6900 0.1300

United Arab dirham 5.1897 0.1927 3.6729 0.2723

SDR -f 0.9135 1.0947 0.6465 1.5468

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 600 209.46 3.63 1.76% 6.4% –25.4%

 14 DJ Stoxx 50 2136.00 37.72 1.80 3.4% –24.8%

 19 Euro Zone DJ Euro Stoxx 227.34 4.32 1.94 2.0% –27.4%

 16 DJ Euro Stoxx 50 2449.73 48.04 2.00 –0.1% –25.5%

 8 Austria ATX 2139.67 41.02 1.95 22.2% –43.7%

 12 Belgium Bel-20 2073.98 43.00 2.12 8.7% –32.7%

 8 Czech Republic PX 899.0 0.8 0.09 4.8% –38.9%

 15 Denmark OMX Copenhagen 275.35 3.73 1.37 21.7% –29.0%

 11 Finland OMX Helsinki 5717.43 109.75 1.96 5.8% –31.1%

 11 France CAC-40 3217.00 76.56 2.44 …% –25.1%

 19 Germany DAX 4905.44 96.80 2.01 2.0% –22.2%

 … Hungary BUX 15425.98 105.84 0.69 26.0% –23.7%

 8 Ireland ISEQ 2691.41 –14.67 –0.54% 14.9% –45.0%

 9 Italy FTSE MIB 19443.18 380.06 1.99 –0.1% –32.9%

 9 Netherlands AEX 260.29 5.58 2.19 5.8% –36.3%

 8 Norway All-Shares 338.30 5.22 1.57 25.2% –36.3%

 17 Poland WIG 30688.73 269.70 0.89 12.7% –24.1%

 14 Portugal PSI 20 7240.24 129.36 1.82 14.2% –17.0%

 … Russia RTSI 977.94 –9.08 –0.92% 54.8% –56.6%

 9 Spain IBEX 35 9903.7 115.9 1.18% 7.7% –16.5%

 15 Sweden OMX Stockholm 250.15 5.40 2.21 22.5% –8.9%

 11 Switzerland SMI 5472.94 68.97 1.28 –1.1% –20.0%

 … Turkey ISE National 100 37245.86 296.66 0.80 38.6% 11.0%

 10 U.K. FTSE 100 4340.71 91.50 2.15 –2.1% –20.0%

 20 ASIA-PACIFIC DJ Asia-Pacific 105.94 –0.04 –0.04 13.2% –23.9%

 … Australia SPX/ASX 200 3874.0 –80.9 –2.05 4.1% –24.0%

 … China CBN 600 25732.75 508.36 2.02 74.3% 19.1%

 16 Hong Kong Hang Seng 18378.73 Closed 27.7% –15.3%

 16 India Sensex 14645.47 151.63 1.05 51.8% 7.2%

 … Japan Nikkei Stock Average 9939.93 –18.51 –0.19 12.2% –25.2%

 … Singapore Straits Times 2352.55 19.41 0.83 33.5% –19.1%

 11 South Korea Kospi 1411.66 21.59 1.55 25.5% –13.1%

 14 AMERICAS DJ Americas 242.62 2.33 0.97 7.3% –28.6%

 … Brazil Bovespa 52023.76 558.30 1.08 38.5% –15.5%

 16 Mexico IPC 24597.29 228.91 0.94 9.9% –15.0%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 1, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 244.91 –0.66% 7.6% –31.1%

...% ... World (Developed Markets) 964.05 –0.69% 4.8% –31.2%

...% ... World ex-EMU 113.50 –0.59% 5.5% –29.8%

...% ... World ex-UK 962.76 –0.60% 4.2% –30.5%

...% ... EAFE 1,307.16 –0.52% 5.6% –33.6%

...% ... Emerging Markets (EM) 761.29 –0.44% 34.3% –30.0%

...% ... EUROPE 71.77 –1.06% 3.4% –29.1%

...% ... EMU 143.44 –1.26% 1.0% –38.4%

...% ... Europe ex-UK 78.26 –0.95% 0.9% –28.9%

...% ... Europe Value 79.98 –1.12% 3.2% –30.1%

...% ... Europe Growth 62.60 –1.00% 3.6% –28.1%

...% ... Europe Small Cap 125.53 –0.61% 24.3% –28.4%

...% ... EM Europe 203.16 –0.84% 27.9% –50.4%

...% ... UK 1,263.46 –1.04% –3.9% –24.1%

...% ... Nordic Countries 112.39 –1.17% 14.6% –31.7%

...% ... Russia 547.10 –1.57% 32.7% –62.2%

...% ... South Africa 599.64 –0.21% 3.6% –16.3%

...% ... AC ASIA PACIFIC EX-JAPAN 323.84 0.35% 30.9% –24.7%

...% ... Japan 573.02 1.64% 8.1% –31.3%

...% ... China 55.11 –1.09% 35.1% –11.2%

...% ... India 568.96 –2.56% 54.1% 4.5%

...% ... Korea 382.45 0.08% 24.6% –16.5%

...% ... Taiwan 234.51 0.87% 35.3% –20.1%

...% ... US BROAD MARKET 1,013.22 –0.75% 3.1% –28.1%

...% ... US Small Cap 1,326.48 –0.43% 6.4% –26.7%

...% ... EM LATIN AMERICA 2,974.67 –1.33% 43.2% –37.4%

*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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Albanian election result in dispute

U.K. and EU notch gains
Manufacturing data
suggest slower pace
for euro-zone recovery

Merkel’s tax cut splits coalition

Vietnam’s lending push
raises fears of a bubble

By Ilona Billington

And Nicholas Winning

LONDON—The U.K. received a
shot of promising economic data
Wednesday, while revised figures
for the euro zone suggest the conti-
nent’s recovery may be proceeding
at a slower pace.

The purchasing managers’ index
for the U.K. manufacturing sector
rose to 47 in June from 45.4 in May,
Markit Economics and the Char-
tered Institute of Purchasing and
Supply reported. The move lifted
the indicator to a 13-month high and
closer to 50—the level that indi-
cates business activity has ceased
contracting. Readings above 50 indi-
cate economic expansion.

“Add in the likelihood of in-
creases in both the construction and
service sector PMIs on Thursday
and Friday, and it looks as though
we could see positive [gross domes-
tic product] in the third quarter of
this year,” said James Knightley,
U.K. economist at ING.

Nevertheless, some analysts
noted that the U.K. economy re-
corded its sharpest decline in more

than 50 years in the first quarter
and still faces a lingering credit
crunch, rising unemployment and a
depressed housing market.

In the euro zone, the revised fig-
ures for the manufacturing PMI
showed recovery proceeding at a
slower pace, rising to a reading of
42.6 in June from 40.7 in May, but
still far from the 50 threshold.

“Pressures to cut employment
alsoclearly remain intense across the
region, as firms struggle in the face of
falling demand,” said Chris William-
son, chief economist at Markit.

Jean-Claude Trichet, president
of the European Central Bank, said
last month the ECB doesn’t expect
the euro zone to return to growth un-

til the middle of 2010. The region’s
largest economies show different
paces of recovery, with Germany
and Italy recording sharp down-
turns in manufacturing while France
inched closer to stabilization.

Data released Wednesday by Ger-
many’s statistics office showed re-
tail sales in Europe’s biggest econ-
omy edged up for the third consecu-
tive month in May, but only slightly,
with rising unemployment damping
the scope for further improvement.
Retail sales rose a real 0.4% in May
from April, but were down 2.9%
from a year ago.

German retail industry group
HDE Wednesday said it is cutting
its forecast for nominal retail
sales this year to a 2% drop, after
predicting earlier that sales would
stay flat or decline 1%. Weak de-
mand in Germany’s machinery sec-
tor also foretells more dreary
months. Orders for German ma-
chinery and plant equipment fell
47% in the three-month period
through May from the same period
a year ago, the sector’s industry
lobby, known by its German acro-
nym VDMA, said Wednesday.

VDMA said the data indicate that
total output in the important, ex-
port-driving industrial sector will
be 20% lower in 2009 than last year.
 —Nina Koeppen and

Roman Kessler in Frankfurt
contributed to this article.

ECONOMY & POLITICS

Source: Thomson Reuters Datastream (CPI), General Statistics Office of Vietnam (GDP)
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TIRANA, Albania—The govern-
ing Democratic Party claimed on
Wednesday that it won weekend par-
liamentary elections, but the opposi-
tion Socialists disputed that, and
election officials said it was too
early to tell.

Near-complete results showed
Prime Minister Sali Berisha’s Demo-
crats were ahead by just over one
percentage point, but it was unclear
whether Mr. Berisha had secured
enough seats in parliament to gov-
ern alone.

Democratic Party spokeswoman
Majlinda Bregu said Mr. Berisha won
71 of the house’s 140 seats and could

govern without forming a coalition.
However, election commission

spokesman Leonard Olli declined to
confirm the Democrats’ claim they
had secured 71 seats. “We have not
brought out the final results,” he said.

Unofficial calculations show the
Democrats to have won 70 of Parlia-
ment’s 140 seats—one short of the
71 they need to govern without form-
ing a coalition.

Ensuring a fair and peaceful bal-
lot Sunday was seen as a crucial test
for Albania’s ambitions to join the
European Union, and international
monitors said that despite some vio-
lations, the voting was calm.

The two main parties ran on simi-

lar platforms, pledging to lift Alba-
nia out of poverty and secure EU
membership.

Albania became a member of the
North Atlantic Treaty Organization
member on April 1 and is seeking to
join the 27-nation EU. But election
monitors from the Organization for
Security and Cooperation in Europe
said that while there were improve-
ments and fewer irregularities, vio-
lations persisted.

An OSCE statement Monday said
that observers “noted procedural vi-
olations,” including widespread
“family voting,” in which one per-
son casts ballots for all the members
of a family.

By Andrea Thomas

BERLIN—Fault lines in Chancel-
lor Angela Merkel’s coalition govern-
ment are opening over her pledge to
cut taxes following the September
general elections, but the dispute be-
tween her and her own economic ad-
visers hasn’t hurt her standing in
the polls.

A fresh Forsa Institute poll pub-
lished jointly Wednesday by Stern
Magazine and RTL TV, showed the
conservative parties that Ms. Merkel
heads—the Christian Democratic
Union and its Bavarian sister party,
the Christian Social Union—are in-
creasing their lead. They got 36% of
the vote while her coalition partner,
the center-left Social Democrats, got
only 21%, down from the 34.3% they
held when they first formed a govern-
ment with Ms. Merkel in 2005.

The poll suggest Ms. Merkel
could jettison the Social Democrats
and form a 51% majority with the pro-
business Free Democratic Party,
which also is proposing to cut taxes.

The Social Democrats are lead-
ing a charge to debunk Ms. Merkel’s
tax pledge, claiming that tax cuts
are unrealistic and unfundable in a
recession and instead proposing a
new tax on higher incomes.

On Tuesday, Peter Struck, parlia-
mentary floor leader of the Social
Democrats, accused the conserva-
tive parties and Free Democrats of
deceiving voters.

“Those who are today promising
tax cuts to people are deceiving them
against better knowledge,” he told
his party’s parliamentarians on Tues-
day. A party spokesman confirmed
his remarks Wednesday. Ms. Mer-
kel’s finance minister, Peer Stein-
brück has said no government can
cut taxes in the current environment.

The big DGB trade union is also
coming out against the proposed tax
cuts. “I think this is impossible and I
believe that the people know this and
they actually believe they will have
to pay the bill eventually,” said the
union’s chairman, Michael Sommer.

One of the Merkel government’s

top economic advisers said last
week that tax hikes are inevitable af-
ter the election to close fiscal gaps.

“Since it is unlikely that there
will be enough room to cut subsi-
dies, it will probably have to come to
tax increases,” said Wolfgang Franz,
head of the ZEW research institute
and chairman of the government’s
economic advisory panel.

In its medium-term budget plans
for the years running through to
2013, the government foresees a mas-
sive expansion in new debt to bal-
ance its books. It says the next gov-
ernment will have to cut spending or
raise taxes by an additional Œ4.9 bil-
lion ($6.87 billion) in 2011, Œ11.1 bil-
lion in 2012 and Œ18.5 billion in 2013
to keep up with Germany’s new debt
rule that requires the government to
gradually reduce borrowing.

Ms. Merkel hasn’t divulged which
taxes would be cut, how they would
be financed or exactly when they
would implemented. Wednesday’s
poll showed only 5% believe she can
pull off tax cuts in a recession.

By James Hookway

And Patrick Barta

HANOI—Vietnam boasts one of
the developing world’s most resil-
ient economies this year, but econo-
mists fear the success masks serious
problems, as loose state-directed
lending risks pushing Vietnam into
a new speculative bubble.

Those concerns were high-
lighted Tuesday, when Fitch Ratings
downgraded Vietnam’s local cur-
rency rating, citing “a steady deteri-
oration in the country’s fiscal posi-
tion” and a banking system that’s
“vulnerable to potential systemic
stress” as the government floods
the economy with credit.

Similar worries affect the U.S.
and China, which are under pressure
to prepare to pull in the reins of gov-
ernment stimulus. But the fears are
especially pronounced in Vietnam,
one of the most-closely watched
emerging economies and an increas-
ingly important magnet for foreign
direct investment. Much of its econ-
omy is dominated by state enter-
prises that have a history of making
ill-advised investments outside
their core businesses, which have
contributed to past speculative be-
havior and bouts of overheating.

Since the onset of the global eco-
nomic crisis, state banks have
poured at least $19 billion in loans
into the economy, equivalent to
about one-fifth of the country’s an-
nual gross domestic product, accord-
ing to the government. The money is
a key plank of a stimulus program in
which the state provides interest-
rate subsidies to banks so they can
make more loans to help state enter-
prises and exporters.

The measures appear to be pay-
ing off in the short term, with the In-
ternational Monetary Fund forecast-
ing growth of 3.3% this year, while
neighbors such as Thailand and Ma-
laysia face steep contractions.

On Wednesday, the government
said GDP expanded 3.9% in the first
half of the year compared with a
year earlier, with growth accelerat-
ing to 4.5% in the second quarter
from 3.1% during the first quarter.
Vietnam’s economy expanded 6.2%
in 2008 and 8.5% in 2007.

Stock market prices are sharply
higher, with Vietnam’s benchmark in-
dex up 86% since the beginning of
March. Residential property prices
are climbing in many parts of Hanoi,
the capital, and Ho Chi Minh City, the
center of commerce and home to the
stock exchange, economists say.

Providing lots of credit is “a good
strategy. Our stimulus measures
force banks to lend productively,”
says Le Xuan Nghia, vice chairman
of the National Financial Supervi-
sory Commission, one of the coun-
try’s main financial regulators.

Butwith so much money being fun-
neled into the economy, many people
on the street fear a return of inflation,
which accelerated to 28% in mid-2008
before easing to 5.6% in May.

Many Vietnamese are respond-
ing by investing whatever cash they
can scrape together as fears about
inflation revive. Nguyen Thi Huyen,
a broker for the Van Khe New Urban
City project, a development in the
Hanoi suburbs, says she is putting to-
gether 10 or more deals a month, up
from just two or three this time last
year. Some units have changed
hands five times or more and prices
have risen six-fold since the project
was launched at the peak of Viet-
nam’s boom in 2007, she says. Buy-
ers are “worrying about inflation
and want to invest their money
somewhere safe,” Ms. Huyen says.

Some economists in Vietnam fear
the country’s politicians are so en-
meshed in their growth-oriented
five-year economic plans that they
won’t be willing to turn off the stimu-
lus tap until inflation has already
reared its head again. In April, the
government extended by two years a
lending-stimulus program that pays
four percentage points of interest on
any loans by Vietnamese banks to
the business sector, encouraging
banks to lend more aggressively.

“They are trying to turn back the
clock to 2006 and 2007, when the
name of the game was exporting as
much as possible to profligate Amer-
icans. But Americans might not re-
sume spending again in the same
way,” says an economist with close
knowledge of government thinking.

While the “government’s been
successful at stabilizing the econ-
omy” in recent months, officials
“need to consider the longer-term
risks, such as excess liquidity in the
banking system and its potential to
spark inflation,” says Tran Le Khanh,
chief investment officer at Pruden-
tial PLC’s Vietnam fund business.

The World Bank cautioned in a re-
port last month that Vietnam might
want to focus on helping people who
have lost their jobs in the downturn.
“It might be good to pause and re-
flect whether sustaining economic
activity should remain the single pri-
ority,” the World Bank said.

Other analysts worry the lending
spree could escalate bad debt prob-
lems. Vietnam says nonperforming
loans stand at 2.6%, up from 2.2% at
the end of last year. But Vietnam
doesn’t calculate bad-debt rates ac-
cording to international standards.
Fitch Ratings recently estimated the
correct figure may have been as high
as 13% of total loans at the end of
2008. In its ratings downgrade Tues-
day, it said the country’s loan-sub-
sidy program “is almost certain to
make matters worse.”
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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 06/30 USD 299.88 22.1 –1.4 –0.1

Sel Emerg Mkt Equity GL EQ GGY 06/30 USD 168.45 28.6 –30.7 –16.0

Sel Euro Equity EUR US EQ GGY 06/30 EUR 79.46 7.7 –35.9 –28.7

Sel European Equity EU EQ GGY 06/30 USD 147.73 7.4 –39.8 –28.7

Sel Glob Equity GL EQ GGY 06/30 USD 157.05 9.3 –32.9 –26.2

Sel Glob Fxd Inc GL BD GGY 06/30 USD 130.88 1.5 –11.3 –3.0

Sel Pacific Equity AS EQ GGY 06/30 USD 113.97 26.1 –28.0 –15.8

Sel US Equity US EQ GGY 06/30 USD 104.96 4.2 –29.4 –22.3

Sel US Sm Cap Eq US EQ GGY 06/30 USD 141.35 8.1 –31.0 –26.6

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 06/26 USD 47.10 38.0 –26.6 –14.7

LG Asian Plus AS EQ CYM 06/26 USD 46.53 20.5 –29.1 –17.3

LG Asian SmallerCo's AS EQ BMU 06/29 USD 78.30 42.0 –29.6 –31.6

LG India EA EQ MUS 06/25 USD 49.23 54.3 –15.7 –12.8

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 06/30 EUR 24.22 –7.7 –53.8 –46.7

MP-TURKEY.SI OT OT SVN 06/30 EUR 25.66 31.4 –19.1 –27.4

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 06/30 USD 12.37 41.9 –12.8 –4.3

Parex Caspian Sea Eq EU EQ LVA 06/30 EUR 2.85 35.7 –67.1 –46.9

Parex Eastern Europ Bd EU BD LVA 06/30 USD 12.37 41.9 –12.8 –4.3

Parex Russian Eq EE EQ LVA 06/30 USD 14.93 72.4 –52.4 –23.2

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 06/30 USD 137.37 23.9 –27.8 –18.0

PF (LUX)-Asian Eq-Pca AS EQ LUX 06/30 USD 131.29 23.3 –28.4 –18.7

PF (LUX)-Biotech-Pca OT EQ LUX 06/30 USD 275.25 –3.5 –16.7 –4.3

PF (LUX)-CHF Liq-Pca CH MM LUX 06/30 CHF 124.14 0.1 0.7 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 06/30 CHF 93.70 0.1 0.7 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 06/30 USD 95.79 17.8 –14.4 –12.2

PF (LUX)-East Eu-Pca EU EQ LUX 06/30 EUR 214.25 60.5 –47.7 –31.8

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/01 USD 124.49 33.6 –35.3 –19.4

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/01 USD 406.46 33.6 –36.2 –19.4

PF (LUX)-Eu Indx-Pca EU EQ LUX 06/30 EUR 81.72 6.9 –26.3 –25.3

PF (LUX)-EUR Bds-Pca EU BD LUX 06/30 EUR 373.25 0.0 6.0 2.2

PF (LUX)-EUR Bds-Pdi EU BD LUX 06/30 EUR 284.04 0.0 6.0 2.2

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/30 EUR 135.75 8.7 5.8 1.8

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/30 EUR 95.43 8.7 5.8 1.7

PF (LUX)-EUR HiYld-Pca EU BD LUX 06/30 EUR 117.21 30.0 –12.4 –11.8

PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/30 EUR 67.95 30.0 –12.4 –11.8

PF (LUX)-EUR Liq-Pca EU MM LUX 06/30 EUR 135.66 0.8 2.5 3.0

PF (LUX)-EUR Liq-Pdi EU MM LUX 06/30 EUR 97.77 0.8 2.5 3.0

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/30 EUR 102.33 0.5 2.2 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/30 EUR 100.97 0.5 2.2 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 06/30 EUR 334.21 9.2 –29.8 –29.4

PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/30 EUR 107.44 6.2 –26.5 –28.1

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/30 USD 217.33 14.7 8.9 6.5

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/30 USD 147.85 14.7 8.9 6.5

PF (LUX)-Gr China-Pca AS EQ LUX 07/01 USD 289.63 36.2 –14.6 –9.1

PF (LUX)-Indian Eq-Pca EA EQ LUX 07/01 USD 290.87 51.8 –0.6 –10.6

PF (LUX)-Jap Index-Pca JP EQ LUX 07/01 JPY 8888.05 9.1 –30.2 –27.5

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/01 JPY 7689.57 5.3 –35.7 –32.6

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/01 JPY 7482.14 5.0 –36.1 –33.0

PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/01 JPY 4315.00 9.9 –30.9 –28.3

PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/30 USD 204.99 29.5 –27.6 –15.5

PF (LUX)-Piclife-Pca CH BA LUX 06/30 CHF 721.34 4.6 –6.5 –9.2

PF (LUX)-PremBrnds-Pca OT EQ LUX 06/30 EUR 49.90 13.0 –17.7 –24.2

PF (LUX)-Rus Eq-Pca OT OT LUX 06/30 USD 41.16 80.2 –58.4 NS

PF (LUX)-Security-Pca GL EQ LUX 06/30 USD 82.62 15.6 –12.6 –15.2

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/30 EUR 371.67 13.9 –29.4 –28.1

PF (LUX)-US Eq-Ica US EQ LUX 06/30 USD 84.87 3.9 –28.3 –18.8

PF (LUX)-USA Index-Pca US EQ LUX 06/30 USD 74.34 2.6 –26.9 –20.6

PF (LUX)-USD Gov Bds-Pca US BD LUX 06/30 USD 504.78 –4.8 5.6 6.7

PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/30 USD 370.39 –4.8 5.6 6.7

PF (LUX)-USD Liq-Pca US MM LUX 06/30 USD 130.84 0.5 1.5 2.5

PF (LUX)-USD Liq-Pdi US MM LUX 06/30 USD 85.43 0.5 1.5 2.5

PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/30 USD 101.55 0.2 1.5 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/30 USD 100.84 0.2 1.5 NS

PF (LUX)-Water-Pca GL EQ LUX 06/30 EUR 108.61 5.4 –18.1 –18.3

PF (LUX)-WldGovBds-Pca GL BD LUX 06/30 USD 159.30 –3.4 3.9 9.2

PF (LUX)-WldGovBds-Pdi GL BD LUX 06/30 USD 131.86 –3.4 3.9 9.2

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/30 USD 44.85 8.0 –53.3 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 06/30 USD 10.73 36.9 –12.9 –15.6

Japan Fund USD JP EQ IRL 07/01 USD 15.71 6.9 –2.7 –7.9

Polar Healthcare Class I USD OT OT IRL 06/30 USD 10.89 NS NS NS

Polar Healthcare Class R USD OT OT IRL 06/30 USD 10.90 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 06/24 USD 88.57 53.5 –27.7 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/30 EUR 565.02 0.3 –28.7 NS

Core Eurozone Eq B EU EQ IRL 06/30 EUR 669.46 1.8 –26.6 NS

Euro Fixed Income A EU BD IRL 06/30 EUR 1155.77 2.1 –3.5 –4.0

Euro Fixed Income B EU BD IRL 06/30 EUR 1230.16 2.4 –3.0 –3.4

Euro Small Cap A EU EQ IRL 06/30 EUR 959.57 13.2 –33.3 –33.7

Euro Small Cap B EU EQ IRL 06/30 EUR 1024.79 13.5 –32.9 –33.3

Eurozone Agg Eq A EU EQ IRL 06/30 EUR 523.49 5.3 –29.1 –29.5

Eurozone Agg Eq B EU EQ IRL 06/30 EUR 750.06 5.7 –28.7 –29.1

Glbl Bd (EuroHdg) A GL BD IRL 06/30 EUR 1271.75 6.2 0.7 0.0

Glbl Bd (EuroHdg) B GL BD IRL 06/30 EUR 1345.81 6.5 1.4 0.6

Glbl Bd A EU BD IRL 06/30 EUR 1026.19 4.7 8.3 –0.2

Glbl Bd B EU BD IRL 06/30 EUR 1089.15 5.0 8.9 0.4

Glbl Real Estate A OT EQ IRL 06/30 USD 690.64 3.6 –38.2 –29.0

Glbl Real Estate B OT EQ IRL 06/30 USD 709.87 3.9 –37.9 –28.5

Glbl Real Estate EH-A OT EQ IRL 06/30 EUR 636.10 1.4 –36.8 –30.2

Glbl Real Estate SH-B OT EQ IRL 06/30 GBP 59.53 0.4 –37.5 –29.8

Glbl Strategic Yield A EU BD IRL 06/30 EUR 1344.88 19.0 –7.9 –5.3

Glbl Strategic Yield B EU BD IRL 06/30 EUR 1434.87 19.3 –7.4 –4.8

Japan Equity A JP EQ IRL 06/30 JPY 11866.00 14.8 –27.8 –27.4

Japan Equity B JP EQ IRL 06/30 JPY 12609.00 15.2 –27.4 –26.9

PacBasn (Ex-Jap) Eq A AS EQ IRL 06/30 USD 1740.39 35.3 –20.4 –15.0

PacBasn (Ex-Jap) Eq B AS EQ IRL 06/30 USD 1851.76 35.7 –19.9 –14.5

Pan European Eq A EU EQ IRL 06/30 EUR 769.55 7.1 –29.1 –28.1

Pan European Eq B EU EQ IRL 06/30 EUR 817.88 7.4 –28.7 –27.7

US Equity A US EQ IRL 06/30 USD 711.96 6.4 –29.7 –20.9

US Equity B US EQ IRL 06/30 USD 760.03 6.7 –29.2 –20.4

US Small Cap A US EQ IRL 06/30 USD 1047.22 4.1 –31.1 –23.7

US Small Cap B US EQ IRL 06/30 USD 1118.53 4.4 –30.7 –23.3

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/01 SEK 64.14 6.6 –29.5 –31.0

Choice Japan Fd JP EQ LUX 07/01 JPY 48.94 8.9 –30.2 –29.5

Choice Jpn Chance/Risk JP EQ LUX 07/01 JPY 50.60 13.0 –34.9 –30.2

Choice NthAmChance/Risk US EQ LUX 07/01 USD 3.27 16.6 –34.0 –20.4

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

Europe 3 Fd EU EQ LUX 07/01 EUR 3.28 7.6 –31.8 –31.4

Global Chance/Risk Fd GL EQ LUX 07/01 EUR 0.50 6.4 –25.4 –25.3

Global Fd GL EQ LUX 07/01 USD 1.77 6.3 –32.8 –23.5

Intl Mixed Fd -C- NO BA LUX 06/12 USD 23.70 3.2 –25.2 –14.3

Intl Mixed Fd -D- NO BA LUX 06/12 USD 16.49 3.2 –25.3 –14.3

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

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/01 USD 6.02 32.8 –17.1 –14.6

Currency Alpha EUR -IC- OT OT LUX 07/01 EUR 10.57 –3.2 –0.2 1.6

Currency Alpha EUR -RC- OT OT LUX 07/01 EUR 10.49 –3.4 –0.6 1.2

Currency Alpha SEK -ID- OT OT LUX 07/01 SEK 98.34 –6.9 –4.1 NS

Currency Alpha SEK -RC- OT OT LUX 07/01 SEK 112.24 –3.4 –0.6 1.2

Generation Fd 80 OT OT LUX 07/01 SEK 6.93 8.6 –13.6 NS

Nordic Focus EUR NO EQ LUX 07/01 EUR 62.28 24.8 –24.8 NS

Nordic Focus NOK NO EQ LUX 07/01 NOK 69.40 24.8 –24.8 NS

Nordic Focus SEK NO EQ LUX 07/01 SEK 71.00 24.8 –24.8 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/01 USD 1.49 7.1 –28.3 –22.4

Ethical Global Fd GL EQ LUX 07/01 USD 0.65 9.1 –29.5 –23.6

Ethical Sweden Fd NO EQ LUX 07/01 SEK 34.42 24.8 –1.1 –15.5

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

Index Linked Bd Fd SEK OT BD LUX 07/01 SEK 12.65 –0.7 1.6 4.6

Medical Fd OT EQ LUX 07/01 USD 2.79 –2.8 –17.7 –13.4

Short Medium Bd Fd SEK NO MM LUX 07/01 SEK 8.79 0.9 2.1 2.8

Technology Fd OT EQ LUX 07/01 USD 2.04 30.7 –16.2 –12.5

World Fd NO BA LUX 07/01 USD 1.81 12.9 –24.0 –16.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/01 EUR 1.27 0.1 0.6 1.4

Short Bond Fd SEK NO MM LUX 07/01 SEK 21.88 1.5 2.3 2.9

Short Bond Fd USD US MM LUX 07/01 USD 2.49 –0.2 0.7 1.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/01 SEK 10.02 –0.5 –1.4 0.0

Alpha Bond Fd SEK -B- NO BD LUX 07/01 SEK 8.67 –0.5 –1.4 0.0

Alpha Bond Fd SEK -C- NO BD LUX 07/01 SEK 25.08 –0.5 –1.6 –0.1

Alpha Bond Fd SEK -D- NO BD LUX 07/01 SEK 7.81 –0.5 –1.6 –0.1

Alpha Short Bd SEK -A- NO MM LUX 07/01 SEK 11.04 2.2 3.0 3.4

Alpha Short Bd SEK -B- NO MM LUX 07/01 SEK 10.10 2.2 3.0 3.4

Alpha Short Bd SEK -C- NO MM LUX 07/01 SEK 21.59 2.1 2.9 3.2

Alpha Short Bd SEK -D- NO MM LUX 07/01 SEK 8.17 2.1 2.9 3.2

Bond Fd SEK -C- NO BD LUX 07/01 SEK 41.85 0.7 11.0 6.3

Bond Fd SEK -D- NO BD LUX 07/01 SEK 12.16 0.8 11.1 5.7

Corp. Bond Fd EUR -C- EU BD LUX 07/01 EUR 1.16 6.1 0.1 –0.8

Corp. Bond Fd EUR -D- EU BD LUX 07/01 EUR 0.89 6.2 0.2 –0.9

Corp. Bond Fd SEK -C- NO BD LUX 07/01 SEK 11.40 6.1 –4.8 –2.3

Corp. Bond Fd SEK -D- NO BD LUX 07/01 SEK 8.62 6.2 –4.8 –2.2

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/01 EUR 101.37 –2.4 5.5 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/01 EUR 105.79 2.1 10.1 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 07/01 SEK 1132.19 2.1 10.1 NS

Flexible Bond Fd -C- NO BD LUX 07/01 SEK 21.24 1.8 6.3 4.5

Flexible Bond Fd -D- NO BD LUX 07/01 SEK 11.62 1.8 6.3 4.5

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/01 SEK 77.54 –3.2 –25.8 –15.6

SEB Asset Sele Defensive Inc OT OT LUX 07/01 SEK 70.84 –3.2 –25.9 –16.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/01 USD 2.09 35.6 –26.9 –12.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/01 SEK 25.52 52.0 1.2 –16.1

Europe Chance/Risk Fd EU EQ LUX 07/01 EUR 850.89 11.6 –33.5 –32.2

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 06/25 USD 968.40 3.0 NS NS

MENA Special Sits Fund OT OT BMU 05/31 USD 1031.41 6.2 NS NS

UAE Blue Chip Fund OT OT ARE 06/25 AED 5.36 16.9 NS –22.7

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 06/29 EUR 27.63 –2.6 –6.7 –0.8
Bonds Eur Corp A OT OT LUX 06/29 EUR 21.86 5.4 2.0 –0.4
Bonds Eur Hi Yld A OT OT LUX 06/29 EUR 16.89 27.0 –13.1 –12.9
Bonds EURO A OT OT LUX 06/29 EUR 39.98 1.3 9.3 5.2
Bonds Europe A OT OT LUX 06/30 EUR 38.35 1.2 9.7 4.3
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 06/30 USD 34.18 8.4 7.8 7.3
Bonds World A OT OT LUX 06/29 USD 40.10 0.7 3.1 8.8
Eq. China A OT OT LUX 06/30 USD 20.02 33.9 –9.9 –11.2
Eq. ConcentratedEuropeA OT OT LUX 06/30 EUR 22.48 9.1 –29.0 –29.2
Eq. Eastern Europe A OT OT LUX 06/30 EUR 16.74 26.6 –54.6 –36.4
Eq. Equities Global Energy OT OT LUX 06/30 USD 15.21 6.7 –47.9 –17.7
Eq. Euroland A OT OT LUX 06/30 EUR 8.96 –2.3 –32.2 –30.6
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 06/30 EUR 14.80 7.8 –29.5 –24.3
Eq. EurolandFinancialA OT OT LUX 06/30 EUR 9.15 8.6 –32.5 –34.0
Eq. Glbl Emg Cty A OT OT LUX 06/30 USD 7.99 33.6 –31.9 –16.3
Eq. Global A OT OT LUX 06/30 USD 22.59 7.4 –30.4 –24.2
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 06/30 USD 24.28 16.1 –22.0 –0.9
Eq. Japan Sm Cap A OT OT LUX 06/30 JPY 1062.23 17.3 –20.6 –30.2
Eq. Japan Target A OT OT LUX 07/01 JPY 1795.42 14.7 –9.1 –15.1
Eq. Pacific A OT OT LUX 06/30 USD 8.04 26.0 –24.9 –16.8
Eq. US ConcenCore A OT OT LUX 06/30 USD 18.62 14.6 –21.0 –15.4
Eq. US Lg Cap Gr A OT OT LUX 06/30 USD 12.68 17.6 –35.5 –19.4
Eq. US Mid Cap A OT OT LUX 06/30 USD 23.79 18.7 –33.4 –16.8
Eq. US Multi Strg A OT OT LUX 06/30 USD 17.53 9.7 –34.1 –23.4
Eq. US Rel Val A OT OT LUX 06/30 USD 16.66 7.2 –31.6 –28.3
Eq. US Sm Cap Val A OT OT LUX 06/30 USD 13.19 1.9 –37.5 –32.0
Eq. US Value Opp A OT OT LUX 06/30 USD 13.41 3.5 –40.7 –32.0
Money Market EURO A OT OT LUX 06/30 EUR 27.33 0.8 3.0 3.6
Money Market USD A OT OT LUX 06/30 USD 15.82 0.5 1.7 2.9

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/01 JPY 8966.00 4.2 –34.0 –35.2
YMR-N Japan Fund OT OT IRL 07/01 JPY 10128.00 7.3 –31.2 –31.4
YMR-N Small Cap Fund OT OT IRL 07/01 JPY 6941.00 8.1 –27.9 –34.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/01 JPY 6338.00 7.4 –33.9 –32.5
Yuki 77 Growth JP EQ IRL 07/01 JPY 6008.00 1.6 –37.8 –37.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/01 JPY 6674.00 7.0 –31.8 –33.2
Yuki Chugoku JpnLowP JP EQ IRL 07/01 JPY 8597.00 5.0 –24.5 –27.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/01 JPY 7013.00 3.6 –35.9 –34.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/01 JPY 4629.00 1.8 –38.9 –34.3
Yuki Hokuyo Jpn Inc JP EQ IRL 07/01 JPY 5385.00 2.0 –31.5 –29.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/01 JPY 5107.00 8.5 –26.4 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/01 JPY 4404.00 3.6 –41.5 –37.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/01 JPY 4628.00 3.0 –42.4 –38.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/01 JPY 6594.00 8.1 –37.0 –34.2
Yuki Mizuho Jpn Gen OT OT IRL 07/01 JPY 8592.00 7.1 –31.5 –33.2
Yuki Mizuho Jpn Gro OT OT IRL 07/01 JPY 6532.00 4.5 –31.9 –34.7
Yuki Mizuho Jpn Inc OT OT IRL 07/01 JPY 7837.00 –1.5 –34.4 –31.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/01 JPY 5143.00 3.2 –33.6 –32.5
Yuki Mizuho Jpn LowP OT OT IRL 07/01 JPY 12456.00 9.9 –20.4 –25.8
Yuki Mizuho Jpn PGth OT OT IRL 07/01 JPY 8087.00 5.9 –35.6 –34.9
Yuki Mizuho Jpn SmCp OT OT IRL 07/01 JPY 6937.00 13.1 –27.4 –34.4
Yuki Mizuho Jpn Val Sel OT OT IRL 07/01 JPY 5806.00 11.8 –28.2 –29.0
Yuki Mizuho Jpn YoungCo OT OT IRL 07/01 JPY 2798.00 17.2 –34.6 –42.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/01 JPY 4961.00 10.2 –38.4 –35.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/01 JPY 5423.00 6.4 –33.1 –33.8

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 04/30 EUR 97.08 –1.4 –22.4 –11.3
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 06/12 USD 784.53 73.9 –55.8 –25.3

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 05/29 EUR 183.00 –14.8 1.8 12.3
Horseman EmMkt Opp USD GL EQ USA 05/29 USD 184.68 –15.9 –0.5 11.7
Horseman EurSelLtd EUR EU EQ GBR 05/29 EUR 181.16 –13.4 –8.9 4.5
Horseman EurSelLtd USD EU EQ GBR 05/29 USD 188.16 –13.5 –9.4 4.3
Horseman Glbl Ltd EUR GL EQ CYM 05/29 USD 408.89 –17.0 1.7 10.2
Horseman Glbl Ltd USD GL EQ CYM 05/29 USD 408.89 –17.0 1.7 10.2

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 05/29 EUR 189.44 –23.0 NS NS
Integrated Dir Trading EUR OT OT CYM 03/31 EUR 104.98 3.0 –1.6 6.9
Integrated Emg Markets EUR OT OT CYM 05/29 EUR 86.21 21.1 –13.2 –6.3
Integrated European EUR OT OT CYM 05/29 EUR 152.23 2.2 –0.1 –0.5
Integrated Event Driven EUR OT OT CYM 03/31 EUR 81.30 –0.7 –21.2 –10.3
Integrated Lg/Sh Sel F EUR OT OT CYM 03/31 EUR 85.76 0.2 –10.8 –4.9
Integrated MultSt B EUR OT OT VGB 03/31 EUR 115.78 2.6 –15.0 –6.4
Integrated Relative Value EUR OT OT CYM 03/31 EUR 91.94 2.6 –6.4 –3.3

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 06/24 EUR 77097906.00 88536637.4 71571464.9 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 03/31 USD 1217.26 NS –14.6 –5.6

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 06/23 USD 50.49 –39.4 –26.4 –1.2
Superfund GCT USD* OT OT LUX 06/23 USD 2433.00 –33.4 –27.4 –5.5
Superfund Gold A (SPC) OT OT CYM 06/23 USD 906.23 –22.1 –21.7 8.8
Superfund Gold B (SPC) OT OT CYM 06/23 USD 915.47 –32.1 –31.4 4.4
Superfund Q-AG* OT OT AUT 06/23 EUR 6825.00 –22.1 –15.1 0.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 05/29 EUR 1227.87 –5.1 –8.7 4.0
Winton Evolution GBP GL OT VGB 05/29 GBP 1208.30 –5.3 –8.3 5.1
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 05/29 USD 1196.47 –5.3 –9.1 4.1
Winton Futures EUR GL OT VGB 05/29 EUR 194.85 –5.4 2.2 13.1
Winton Futures GBP GL OT VGB 05/29 GBP 209.97 –5.4 2.9 14.5
Winton Futures JPY Lead Series 2 GL OT VGB 05/29 JPY 13800.31 –6.5 –1.1 9.7
Winton Futures USD GL OT VGB 05/29 USD 690.75 –5.9 1.4 13.2
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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 05/29 USD 1306.06 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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OAS weighs suspension
of Honduras due to coup
U.S. is supporting
diplomatic solution
for ousted president

ECONOMY & POLITICS

By Nicholas Casey

And Jay Solomon

TEGUCIGALPA, Honduras—Ten-
sion between Honduras and the in-
ternational community rose on
Wednesday as the Organization of
American States threatened to sus-
pend the country if it didn’t rein-
state President Manuel Zelaya, who
was ousted in a coup Sunday.

Honduras’s provisional govern-
ment, however, remained defiant.

U.S. officials are hopeful for a dip-
lomatic solution. Washington has
played a key role so far in isolating
the interim Honduran government.
Two senior U.S. officials met late on
Tuesday with Mr. Zelaya, a leftist
and frequent critic of U.S. policies,
and assured him that Washington
was committed to seeing him back
in power, according to an American
official briefed on the diplomacy.

As a gesture of his willingness to
negotiate, Mr. Zelaya put off plans
to return to Honduras on Thurs-
day—a trip that was shaping up as a
showdown—until the weekend, to
let diplomacy work.

He also pledged he wouldn’t seek
re-election when his term ends in
January. Honduras’s military
launched the coup amid concerns
that Mr. Zelaya was seeking to
amend the Honduran constitution
to extend his rule indefinitely.

The provisional government of
this tiny Central American nation
said there was “no chance” of Mr. Ze-
laya being able to serve out the re-
maining months of his term. Even
members of Mr. Zelaya’s Liberal
Party said they were willing to burn
bridges with the OAS.

“We’re willing to take any conse-
quences from the OAS,” said Martha
Lorena Alvarado, a congresswoman
who is attempting to become the
new government’s vice minister of
foreign affairs.

In a statement Wednesday, the
OAS reiterated that it condemns “ve-
hemently the coup d’état staged
against the constitutionally estab-
lished Government of Honduras,” de-
nounced Mr. Zelaya’s expulsion and
called the current government “an
unconstitutional alteration of the
democratic order.”

The OAS, an organization that in-
cludes the 35 independent states in
the Western hemisphere, said that if
Mr. Zelaya wasn’t returned to power

within three days, it would “invoke
Article 21 of the Inter-American
Democratic Charter to suspend Hon-
duras’ membership.”

The organization said it would
press for sanctions against Hondu-
ras through the World Bank, Interna-
tional Monetary Fund and Inter-
American Development Bank.

In a key next step, OAS Secretary
General José Miguel Insulza is seek-
ing to meet in a third country with a
delegation of Honduras’s coup lead-
ers to demand Mr. Zelaya’s reinstate-
ment, according to a U.S. official.

The U.S. official said the Obama
administration would welcome a
scenario whereby Mr. Zelaya re-
turned to power but didn’t take part
in a future election. This would re-
store Honduras’s political process,
said the official, while damping po-
litical polarization.

“That scenario would fit the
bill,” the U.S. official said. It remains
to be seen if Honduras’s provisional
government would accept that. Al-
most everyone in Honduras’s politi-
cal establishment insists that Mr. Ze-
laya’s ouster wasn’t a coup and was
done legally after the president vio-
lated the Constitution in trying to
seek re-election. They say his ouster
protects democracy rather than un-
dermines it.

Honduran lawyer Octavio
Sanchez, a former culture minister
and presidential adviser, said that
article 239 of Honduras’s Constitu-
tion calls for a president to be
stripped of power immediately for
any attempted reform of certain
Constitutional articles, including
one barring re-election.

“I am extremely proud of my com-
patriots,” Mr. Sanchez wrote in an
email to The Wall Street Journal. “Fi-
nally, we have decided to stand up
and become a country of laws.”

Adding to the hurdles for a diplo-
matic solution, the provisional gov-
ernment has since accused Mr. Ze-
laya of drug ties, claiming he al-
lowed tons of cocaine to be flown
into Honduras on its way to the U.S.
The U.S. Drug Enforcement Adminis-
tration has said it has no comment
on the allegations.
 —Paul Kiernan and David Luhnow

contributed to this article.

Supporters of Honduras’s interim president, Roberto Micheletti, rallied Tuesday in
Tegucigalpa. They aim to keep the ousted president from returning to power.

The provisional
government has
accused Mr. Zelaya
of drug ties.

Re
ut

er
s

...the fact that business
is in for a tough time
will make business
even more interesting
to write about.
– Henry r. Luce, Founding PubLisHer oF ForTune magazine

in a memorandum to the Board of Directors of Time Inc., November, 1929

“

”

See the latest issue on newsstands
or go to www.fortune.com.

© 2008 Time inc. ForTune and Fortune.com are registered
trademarks of Time inc. all rights reserved.
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What does it take to get people spending again?
What does it take to convince you to purchase a
subscription to The Wall Street Journal Europe?

If your answer is “a good offer”, then here are
two: Subscribe to The Journal Europe today and
you will save up to 36% off the annual cover
price, plus get 21 extra issues free.

As a subscriber to The Journal Europe, you will
enjoy unrestricted access to WSJ.com for the full
term of your subscription.

To claim your “stimulus package” today, simply
complete and return the coupon below or visit:
www.services.wsje.com/21free

PLUS get an extra 21 issues FREE!

Subscribe to The Journal Europe
& Save up to 36%

©2009 Dow Jones & Company Inc. All rights reserved.

A one year subscription costs just £320/ 480/ CHF 940 plus
you will receive an additional 21 issues added to the end

of your subscription.
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Visit www.services.wsje.com/21free

Call us on +44 (0) 207 309 7799
Please quote your tracking code HSHSEDA000U
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All Nippon Airways set
to raise cash amid slump

Gl High Yield I US BD LUX 06/30 USD 3.63 28.4 –9.7 –5.9
Gl Value A GL EQ LUX 06/30 USD 9.00 6.0 –39.6 –31.1
Gl Value B GL EQ LUX 06/30 USD 8.31 5.5 –40.2 –31.8
Gl Value I GL EQ LUX 06/30 USD 9.53 6.4 –39.1 –30.6
India Growth AX OT OT LUX 06/30 USD 85.30 47.7 –2.3 –6.0
India Growth BX OT OT LUX 06/30 USD 73.29 47.0 –3.3 –6.9
India Growth Fund USD A OT OT LUX 06/30 USD 97.71 NS NS NS
India Growth I EA EQ LUX 06/30 USD 88.17 47.9 –2.0 –5.7
Int'l Health Care A OT EQ LUX 06/30 USD 117.23 –0.2 –18.5 –14.9
Int'l Health Care B OT EQ LUX 06/30 USD 99.38 –0.7 –19.3 –15.7
Int'l Health Care I OT EQ LUX 06/30 USD 127.57 0.2 –17.9 –14.2
Int'l Technology A OT EQ LUX 06/30 USD 85.17 16.4 –28.7 –18.6
Int'l Technology B OT EQ LUX 06/30 USD 74.18 15.9 –29.4 –19.4
Int'l Technology I OT EQ LUX 06/30 USD 95.12 16.9 –28.1 –17.9
Japan Blend A JP EQ LUX 06/30 JPY 5851.00 9.0 –34.0 –30.1
Japan Growth A JP EQ LUX 06/30 JPY 5729.00 3.0 –34.2 –30.4
Japan Growth I JP EQ LUX 06/30 JPY 5872.00 3.4 –33.7 –29.9
Japan Strat Value A JP EQ LUX 06/30 JPY 5885.00 14.1 –34.8 –30.4
Japan Strat Value I JP EQ LUX 06/30 JPY 6017.00 14.6 –34.3 –29.8
Real Estate Sec. A OT EQ LUX 06/30 USD 11.03 3.4 –35.5 –28.2
Real Estate Sec. B OT EQ LUX 06/30 USD 10.13 2.8 –36.2 –29.0

Real Estate Sec. I OT EQ LUX 06/30 USD 11.80 3.7 –35.0 –27.7
Short Mat Dollar A US BD LUX 06/30 USD 6.75 1.6 –12.2 –10.9
Short Mat Dollar A2 US BD LUX 06/30 USD 8.93 1.9 –11.9 –10.8
Short Mat Dollar B US BD LUX 06/30 USD 6.75 1.4 –12.6 –11.3
Short Mat Dollar B2 US BD LUX 06/30 USD 8.91 1.7 –12.3 –11.2
Short Mat Dollar I US BD LUX 06/30 USD 6.75 1.8 –11.7 –10.4

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 06/30 GBP 6.51 –2.3 –21.0 –17.5
Andfs. Borsa Global GL EQ AND 06/30 EUR 5.44 –6.2 –33.4 –25.9
Andfs. Emergents GL EQ AND 06/30 USD 13.10 31.0 –31.7 –16.1
Andfs. Espanya EU EQ AND 06/30 EUR 11.23 3.8 –20.1 –19.4
Andfs. Estats Units US EQ AND 06/30 USD 12.43 1.9 –29.9 –21.0
Andfs. Europa EU EQ AND 06/30 EUR 6.44 –0.7 –27.7 –25.5
Andfs. Franca EU EQ AND 06/30 EUR 7.94 –4.1 –29.3 –27.9

Andfs. Japo JP EQ AND 06/30 JPY 481.43 9.8 –28.6 –27.5

Andfs. Plus Dollars US BA AND 06/30 USD 8.55 1.4 –16.1 –10.7

Andfs. RF Dolars US BD AND 06/30 USD 10.68 4.5 –5.7 –2.3

Andfs. RF Euros EU BD AND 06/30 EUR 9.89 10.4 –6.7 –6.3

Andorfons EU BD AND 06/30 EUR 13.16 10.3 –8.3 –9.0

Andorfons Alternative Premium OT OT AND 05/31 EUR 94.40 0.8 –18.0 –9.4

Andorfons Mix 30 EU BA AND 06/30 EUR 8.34 3.0 –21.7 –16.4

Andorfons Mix 60 EU BA AND 06/30 EUR 7.92 –2.6 –30.9 –23.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 06/19 USD 189746.05 40.7 –21.2 –14.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 07/01 EUR 9.70 –3.7 –5.5 –2.8

DJE-Absolut P GL EQ LUX 07/01 EUR 178.43 1.8 –22.9 –16.0

DJE-Alpha Glbl P EU BA LUX 07/01 EUR 158.14 2.8 –18.6 –12.0

DJE-Div& Substanz P GL EQ LUX 07/01 EUR 182.74 4.5 –17.8 –13.7
DJE-Gold&Resourc P OT EQ LUX 07/01 EUR 139.01 6.3 –29.6 –9.7
DJE-Renten Glbl P EU BD LUX 07/01 EUR 124.34 3.9 3.5 0.7
LuxPro-Dragon I AS EQ LUX 07/01 EUR 131.40 41.5 4.5 –6.1
LuxPro-Dragon P AS EQ LUX 07/01 EUR 128.19 41.3 4.0 –7.1
LuxTopic-Aktien Europa EU EQ LUX 07/01 EUR 15.32 6.9 –6.0 –8.6
LuxTopic-Pacific AS EQ LUX 07/01 EUR 12.99 43.5 –25.9 –19.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 05/29 USD 37.81 9.3 –43.2 –9.4
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.28 6.3 –43.7 –10.7
EFG-Hermes Saudi Arabia Equity EA EQ SAU 06/28 SAR 5.38 13.5 –45.6 NS
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By Yoshio Takahashi

TOKYO—All Nippon Airways Co.
said it will issue new shares that
could be worth about $1.89 billion
as it seeks to cope with faltering air-
travel demand during the global eco-
nomic slowdown.

In its first equity financing in
three years, Japan’s second-biggest
airline by revenue after Japan Air-
lines Corp. said Wednesday that it
plans to sell as much as 575 million
shares, worth 182.28 billion yen
based on Wednesday’s closing share
price. It will also seek 30 billion yen
in cost cuts for this fiscal year to
free up funds, and revenue for the
current fiscal year will be lower
than previously expected.

Despite recurring delays in its or-
der for Boeing Co.’s long-awaited
787 Dreamliner, ANA, the launch cus-
tomer for the jet, said it will in-
crease its order to 55 aircraft from
50 to capitalize on its expected ad-
vance in fuel efficiency.

ANA stock fell 5.9% to 317 yen, val-
uing the company at 618 billion yen.

A Japanese brokerage manager
said that while dilution fears from
the issuance worth close to 30% of
ANA’s market capitalization would
temporarily weigh on shares, pro-
curing the funds for capital invest-
ment as the global economy is bot-
toming out should be a positive fac-
tor in the medium to long term.

“To remain competitive during
the economic recovery phase, it’s
necessary for companies to raise
capital now,” he said, speaking on
condition of anonymity.

ANA said, “Results for the first
quarter [ended June 30] are…ex-
pected to be harsher than the fourth
quarter of fiscal year 2008 [ended
March].” As a result, it estimates its
revenue for the current fiscal year

will be 30 billion yen short of its ini-
tial expectation. The airline attrib-
uted the weaker revenue to sluggish
demand for business trips amid the
economic slowdown as well as a gen-
eral decline in travel because of the
outbreak of swine flu.

ANA will set the price of its share
offering between July 13 and July 15.
The carrier will issue 537.5 million
new shares, with an additional offer-
ing of 37.5 million shares under an
over-allotment option in the event
of strong demand. Half will be of-
fered in Japan and the remainder
overseas.

ANA’s fund-raising plans come
as Japan Airlines, known as JAL,
also is considering ways to boost
capital. Both airlines suffered losses
in the last fiscal year on declining de-
mand for travel, while rebounding
oil prices are also a concern.

Commenting on the delivery
schedule for the 787, ANA said it
hasn’t heard from Boeing on when it
might receive delivery of the first
aircraft, adding that it expects no
major impact on its business plan
from the latest delay as long as it
isn’t substantial. The plane already
is nearly two years behind schedule.
ANA had been expecting to get its
first 787 in the first quarter of 2010
before Boeing announced a test-
flight delay last month.
 —Kenneth Maxwell contributed

to this article.
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By Alison Tudor

And Atsuko Fukase

TOKYO—Shinsei Bank Ltd. and
Aozora Bank Ltd. agreed as ex-
pected to a $5.9 billion merger on
Wednesday and vowed to eschew
the types of risky overseas invest-
ments that wiped out their profits
last fiscal year.

Shinsei will be the surviving en-
tity in a merger of equals that will
create Japan’s sixth-largest lender,
with combined assets of 18 trillion
yen ($186.9 billion). Shinsei’s mar-
ket capitalization is about 326 bil-
lion yen and Aozora’s is about 248
billion yen.

Aozora will be delisted and its
shareholders will get one Shinsei
share for each stock they hold. J.C.
Flowers & Co. owns 32.5% of Shin-
sei, while Cerberus Capital Manage-
ment LP holds 50.2% of Aozora’s vot-
ing stock.

“The merger is between two
equal partners,” said Shinsei’s
80-year-old president and chief ex-
ecutive, Masamoto Yashiro, who
plans to retire in October 2010
when the merger is scheduled to be
completed.

Financial analysts weren’t sur-
prised at the ratio, given that the
banks’ shares have traded around

parity since the start of the year.
The banks also share a similar

history. Both were bailed out by the
Japanese government in 1998, dur-
ing the country’s last banking cri-
sis. The government is still Shin-
sei’s second-biggest shareholder,
with a 23.9% stake, and owns 465
million preference shares in Ao-
zora.

The banks sought to boost their
profitability by making big bets on
overseas investments that back-
fired during the latest financial cri-
sis. Management is considering ask-
ing for an injection of public funds
into the new entity.

A merger will ease the immedi-
ate financial problems. The new en-
tity would have a Tier 1 capital ratio
of 8% and a larger funding base.

Long term, the new bank has to
carve out a niche in Japan’s
crowded banking industry, between
three enormous national banks and
a myriad of smaller regional banks.
The partners hope to make use of
Aozora’s strong regional-banking
connections to court business.

Norito Ikeda is to become presi-
dent of the new entity. “I had mixed
feelings, but I decided to take up the
challenge,” Mr. Ikeda, 61, said.

He led the reconstruction of Jap-
anese regional lender Ashikaga
Bank, which was once under govern-
ment control.

“It is difficult to believe that
both banks will be successful at this
point, but we believe we can get
back on track,” Mr. Ikeda said. “I
know where the niche is.”

Shinsei, Aozora banks tie knot

Japanese sentiment picks up
Exports and output
improve, but outlook
remains uncertain
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The airline is
seeking to cope with
faltering demand for
air travel.
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Tying the knot
The merger partners' vital statistics

Chief executive 

Deposits and debentures

Tier 1 capital ratio (FY’09)

Net income/loss (FY’09)

Sources: the companies

Shinsei Bank

Masamoto Yashiro

6.9 trillion yen

6.02

        -143 billion yen

Aozora Bank

Brian F. Prince

                          4.4

12.57

             -242.5

By Tomoyuki Tachikawa

And Megumi Fujikawa

TOKYO—Sentiment among big
Japanese manufacturers bounced
back in June from a historical low as
exports and production picked up.
But the improvement was less than
expected, and the outlook for capi-
tal spending was ominously weak,
the Bank of Japan’s tankan survey
showed.

The headline diffusion index for
large manufacturers rose to minus
48 in June from a record low of mi-
nus 58 posted in March, the central
bank’s quarterly survey of corpo-
rate sentiment said.

That was the first pickup in the
headline diffusion index since De-
cember 2006. But it was well below
the median forecast of minus 43
among economists surveyed by Dow
Jones Newswires, suggesting that
the outlook for Japan’s economy re-
mains uncertain and that a full-
fledged recovery isn’t imminent.

Optimism about the economy
had grown after the central bank
and government upgraded their eco-
nomic assessments in June for the
second straight month. A slew of re-
cent data indicated that the econ-
omy had bottomed out in the Janu-
ary-March quarter and was begin-
ning to improve.

But Wednesday’s tankan could
damp that optimism—or possibly
raise concerns over whether a per-
sistent slump in the corporate sec-
tor will choke off a recovery from re-
cession.

“All in all, I think this tankan is
very bad,” Credit Suisse chief Japan
economist Hiromichi Shirakawa
said. “The market has been very for-
ward-looking in anticipating a recov-
ery in the economy, including do-
mestic demand, but that scenario
has been kind of rejected by the tan-
kan.”

Big manufacturers predicted
that business sentiment would rise
to minus 30 in the next survey, due
in September. But the negative num-
ber means most respondents still
feel the atmosphere is gloomy, as
the figures are calculated by sub-
tracting the percentage of firms say-
ing business conditions are good
from those saying they are bad.

Large nonmanufacturers expect
their sentiment index to rise to mi-
nus 21 in September, from minus 29
in June.

The tankan is a key source of in-
formation for the BOJ's monetary
policy board. Wednesday’s results
are likely to strengthen the view
that the BOJ won’t let down its
guard soon or end the special pro-
grams it put in place to counter the
country's credit crunch.

Analysis of the June tankan sur-
vey was quick to focus on the expec-
tations for future business invest-
ment, a key driver of growth that ac-
counts for 15% of Japan’s gross do-
mestic product.

Big firms plan to lower capital
spending by 9.4% in the fiscal year
that began in April, the survey
showed. That was revised down
from the 6.6% slide projected in the
March survey, and would be the
sharpest fall since fiscal 1983.

Large manufacturers forecast
that their pretax profits will fall
39.5% this fiscal year, after a 61.9%
decline last fiscal year. Big nonmanu-
facturers expect a 8.6% drop this
year after last year’s 27.6% slide.

 —Takeshi Takeuchi, Michael S.
Arnold and Takashi Mochizuki

contributed to this article.

By Tor Ching Li

TOKYO—Nomura Holdings Inc.
reached an agreement to buy Citi-
group Inc.’s Japanese trust banking
unit for 19 billion yen ($197.3 million).

Nomura Trust & Banking Co.
aims to complete the all-cash acqui-
sition of NikkoCiti Trust & Banking
in October, subject to regulatory ap-
provals. The acquisition is in line
with the Nomura trust unit’s move
to focus on its fund trustee and ad-
ministration services.

As of March 31, NikkoCiti Trust
had 107 staff, capital of 20 billion
yen and trust assets of 4.5 trillion
yen. At that time, Nomura’s trust

unit had assets of 19.5 trillion yen,
staff of 261 and capital of 30 billion
yen.

Buoyed by a high savings rate
and prudent credit system, Japa-
nese megabanks and brokerages
have been cherry-picking U.S. finan-
cial assets to boost their market
reach in the face of a shrinking do-
mestic base.

Mitsubishi UFJ Trust & Banking
Corp. previously attempted to buy
NikkoCiti Trust for 25 billion yen in
May, but the deal fell apart after Mit-
subishi UFJ Financial Group failed
in its bid to buy Nikko Cordial, Citi-
group’s Japanese brokerage opera-
tions.

Nomura to buy Citi’s trust unit
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