
A boy runs in front of the burnt wreck of a car in a street in China’s far west Xinjiang province Monday, where Chinese officials say 156
people were killed and more than 1,000 injured as a longtime ethnic feud simmered. Page 3.
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Riots escalate in far western China

By Thomas Catan

And Jason Sinclair

MADRID—A Spanish court
is expected to deliver its ver-
dict this month in the
insider-trading trial
of Telefónica Chair-
m a n C é s a r
Alierta—a long-
awaited decision
that could have pro-
found consequences
on Europe’s biggest
telecom firm and
Spain’s close-knit
business community.

The charges lev-
eled against Mr.
Alierta relate to the late
1990s, when he was running
the state-owned tobacco com-
pany. Yet analysts say
Telefónica’s market value is

so tied to Mr. Alierta’s reputa-
tion as a skillful manager that
a possible conviction, which
could carry a jail term of as
many as four and a half years,

would badly shake
the company and
hamper its develop-
ment.

“It would be to-
tally game-changing
for the stock of
Telefónica,” says
Robin Bienenstock, a
London-based tele-
com analyst at San-
ford C. Bernstein.
“There is more of a
cult of management

around this stock than there
is around most companies.”

Telefónica declined to
comment on how the out-
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ECB frets
over pace
of loans
by banks

Climate reckoning
European leaders finally
add up the cost of carbon
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Leading the News: Washington remains an obstacle to global trade talks

Fo
ri

nf
or

m
at

io
n

or
to

su
bs

cr
ib

e,
vi

sit
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll+

44
(0

)2
07

30
9

77
99

—
Au

st
ria

Œ3
-B

elg
iu

m
Œ3

-C
ro

at
ia

HR
K

22
-C

ze
ch

Re
pu

bl
ic

Kc
11

0
-D

en
m

ar
k

Dk
r2

5
-F

in
la

nd
Œ3

.2
0

-F
ra

nc
e

Œ3
-G

er
m

an
y

Œ3
Gr

ee
ce

Œ3
-H

un
ga

ry
Ft

65
0

-I
re

la
nd

(R
ep

.)
Œ3

-I
ta

ly
Œ3

-L
eb

an
on

L£
60

00
-L

ux
em

bo
ur

g
Œ3

-N
et

he
rla

nd
s

Œ3
-N

or
w

ay
Nk

r2
9

-P
ol

an
d

Zl
12

-P
or

tu
ga

lŒ
3

-S
lo

va
kia

Œ3
.3

2/
Sk

10
0

-S
pa

in
Œ3

-S
w

ed
en

kr
29

Sw
itz

er
la

nd
SF

5
-S

yr
ia

S£
21

0
-T

ur
ke

y
TL

4.
5

-U
.S

.M
ilit

ar
y

(E
ur

)$
2.

20
–

Un
ite

d
Ki

ng
do

m
£1

.5
0

7 7

What’s
News

europe.WSJ.com

By Joellen Perry

European Central Bank pol-
icy makers are worried the de-
sign of some European govern-
ment bank-rescue plans is dis-
couraging commercial banks
from tapping public funds and
could fail to resuscitate lend-
ing across the 16-country
bloc.

Central bankers’ concerns
are rising as euro-zone pri-
vate-sector loan growth hov-
ers at record lows. Year-to-
year growth in loans to the pri-
vate sector slowed to 1.8% in
May, down from 2.3% in April
and the lowest since records
began in 1992.

Both ECB and national
euro-zone officials fret that
banks’ reluctance to lend
could worsen the recession.
Over the weekend, German
politicians said banks benefit-
ing from the ECB’s funding
and low rates should share
the largess with corporate
and household borrowers.

In an interview with the
Bild am Sonntag newspaper,
German Finance Minister
Peer Steinbrück said “banks
currently prefer to use that
money to invest in foreign ex-
change, government bonds
and shares instead of passing
it on as credit.” Mr. Stein-
brück said the government
would find new measures to
stimulate lending if a credit
crunch developed.

The ECB is chiding banks
to lend more. Its president,

Please turn to page 31

Alierta court case

could hurt Telefónica

By Jonathan Weisman

MOSCOW—U.S. President
Barack Obama and Russian
President Dmitry Medvedev
reached a framework agree-
ment Monday to cut their stra-
tegic nuclear arsenals by as
much as a third, but they left
open a host of issues vexing
U.S.-Russian relations.

The two heads of state had
a “very useful and very open
businesslike conversa-
tion”—as Mr. Medvedev put
it—on issues from Iran to
Georgia to missile defense.

Still, after a four-hour ses-
sion, Mr. Obama acknowl-
edged he has work to do to
smooth over tensions when
he delivers what aides call a
major speech Tuesday to the
Russian people on democracy,
open society and the two coun-
tries’ difficult relationship.

“We’ve had some frank dis-
cussions, and there are some
areas where we still dis-
agree,” Mr. Obama said, sin-
gling out Georgia, where ten-
sions remain high after last
year’s war with Russia. As the
presidents met on Monday,

Russian troops, tanks and war-
planes conducted massive
live-fire exercises just across
the border from Georgia.

Still, the summit met the
U.S. goal of fixing numerical
targets for a nuclear-arms-re-
duction treaty that negotia-
tors hope to conclude by Dec. 5.
That is when the governing
Strategic Arms Reduction
Treaty expires. Under the
agreement, deployed nuclear
warheads targeted at each
country would be reduced to
between 1,500 and 1,675 over
seven years from the current

ceiling of 2,200. The cut is in
line with negotiators’ initial
targets.

Nuclear-weapons delivery
systems would be reduced to
between 500 and 1,100 from
the current ceiling of 1,600.
That wide gap reflects contin-
ued division over four U.S. Tri-
dent submarines, the entire
U.S. B-1 bomber fleet and doz-
ens of B-52s that have been ei-
ther converted to release con-
ventional weapons use or
mothballed. The Russians
want such “phantom” nuclear

Please turn to page 31
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General Motors considers
Beijing Automotive “a formi-
dable bidder” for its Opel
business, whose offer could
threaten an earlier bid by Ma-
gna International, a person
close to GM said. Page 7

n The sale of GM’s assets
to a new U.S. government-
run firm was cleared by a
federal judge, removing a hur-
dle to the car maker’s plan
to exit bankruptcy. Page 7

n G-8 nations aim to repair
world trade talks at their
coming summit, but Wash-
ington remains an obstacle,
trade analysts say. Page 2

n U.S. stocks were mixed as
energy and materials shares
fell on sliding oil prices, but
defensive sectors gained. Eu-
ropean shares fell. Page 20

n Burani signed a five-year
contract to make and distrib-
ute the ready-to-wear collec-
tion of Italian fashion de-
signer Valli. Page 6

n Pepsi and its biggest bot-
tler plan to spend $1 billion
in Russia over the next three
years, expanding in a key in-
ternational market. Page 8

n The U.S. has begun an in-
formal review into whether
large telecom companies have
abused market power. Page 8

n Germany’s finance minister
said he thinks the dollar will
keep its role as the world’s
reserve currency. Page 11

n Bulgaria’s premier-elect,
Boiko Borisov, named a
World Bank economist to be
his finance minister. Page 11

n Chrysler named five direc-
tors to complete its nine-mem-
ber board, which will meet at
the end of the month. Page 3

n Britain won’t extend incen-
tives that encourage car own-
ers to scrap older vehicles, one
of several such plans in Europe
to aid new-car sales. Page 7

n British Airways cabin crews
rejected job cuts and pay
freezes sought by the carrier.
Mediated talks are planned
for Wednesday. Page 4

n Société Générale said it
will post a small profit in the
second quarter. Page 22

n Buyout firm PAI Partners
struck a deal that gives se-
nior lenders control of Mon-
ier Group, which it bought at
the top of the boom. Page 21

n Died: Robert McNamara,
93, former U.S. secretary of
defense vilified for his role in
escalating the Vietnam War.
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General Electric is
used to dealing with politi-
cal risk in developing mar-
kets, but not so much at
home. Yet amid the fallout
from the financial crisis,
that is where it faces the
greatest challenge.

The reason is the
Obama administration’s fi-
nancial-system reforms.
These could push GE to
spin off its large lending
subsidiary, GE Capital, and
turn it into a bank-holding
company, with tighter regu-
lation, higher capital ratios
and bigger loan-loss re-
serves.

Granted, the administra-
tion’s proposals could
change before they become
law. And even if they don’t,
some believe GE has the in-
fluence to secure an excep-
tion for itself.

But since a central aim
of the reforms is to close
regulatory exemptions, it
is hard to see how GE Capi-
tal could stay unchanged.
Investors have to think
hard about its future.

One option might be to
shrink GE Capital’s balance
sheet from $613 billion.
That could persuade regula-
tors not to classify it as a

“Tier 1 financial holding
company.” That is the term
given to large, systemically
important firms that will
be required to hold extra
capital and face stricter su-
pervision. A much smaller
GE Capital might be al-
lowed to remain part of
GE.

However, the regulators
haven’t said how small a
firm must be to avoid Tier
1 FHC status. If the 19
firms that were recently
stress-tested by the govern-
ment become Tier 1 FHCs,
the category could include
companies with as little as

$200 billion in assets. For
GE Capital to become that
small would mean much
lower earnings and per-
haps selling assets below
par.

A split looks more likely—
and could cause immediate
challenges. Moody’s says a
standalone GE Capital,
without support from the
GE parent, would be rated
single-A.

A downgrade to that
level could trigger large
collateral calls. And GE
Capital also may have to
reduce assets that banks
typically aren’t allowed to
hold in size, like real-es-

tate equity investments,
which totaled more than
$36 billion at the end of
2008.

Another big question is
what happens to capital
and reserves. GE Capital
hasn’t given a number for
its standard Tier 1 capital
ratio, the key regulatory
measure. It did say its
“Tier 1 common” ratio was
6.9% at the end of last
year. Since it has no pre-
ferred equity, its standard
Tier 1 ratio was also likely
6.9%.

That would put it well
below the 10.4% average
for the largest four U.S.
banks.

On loan loss reserves,
meanwhile, GE Capital’s re-
serves are equivalent to
1.59% of loans, far below
3.6% at the top four banks,
even though nonperform-
ing loans are higher, as a
percentage of loans, at GE
Capital.

GE says this comparison
can be misleading because
of big differences in loan
books.

Maybe so, but if the
Obama reforms go
through, bank regulators
may have the final say.
 —Peter Eavis

Repsol is playing down
speculation that it is poised
to unload part of its 85%
stake in Argentinian oil busi-
ness YPF. But shareholders
may hope a deal comes
sooner rather than later. As
well as the political and fi-
nancial risk of remaining in-
vested in Argentina, YPF
ties up capital that the Span-
ish company could use to fi-
nance the multibillion-dol-
lar development of recent,
and more attractive, Brazil-
ian oil discoveries. They
have the potential to double
its reserves to 4.4 billion
barrels of oil equivalent.

Unfortunately, what
makes it wise for Repsol to
sell YPF may deter potential
buyers, including Chinese
state-owned energy compa-
nies. YPF’s reserves are de-
clining. Buenos Aires has to
approve any share sale,
while Repsol has committed
to keep at least a 50.1%
stake until 2012.

YPF also has to satisfy
domestic oil demand before
it can export, domestic
prices are capped, and there
is a punitive export tax.
That hardly helps any buyer
keen to secure foreign oil
for export.

YPF provides two-thirds
of Repsol’s production and
holds half of its reserves.
Selling 20% of YPF, as
hoped for in 2008, might
raise $2 billion to $3 billion,
equivalent to a third of Rep-
sol’s annual capital expendi-
ture. But Repsol needs
more. The cost of develop-
ing its 25% stake in the
BMS-9 block off Brazil
might exceed Œ30 billion
($41.9 billion). As it is,
Santander estimates Repsol
will face a Œ2.2 billion cash
outflow this year, exacer-
bated by the Œ1.1 billion cost
of a capital increase at
31%-held Spanish affiliate
Gas Natural.

As oil prices have fallen,
investors have warmed to
Repsol’s exposure to the reg-
ulated gas utility. And they
like the Brazilian oil expo-
sure. But Argentina remains
a drag. YPF was supposed
to turn Repsol into a global
oil major. A decade on, the
deal’s legacy instead empha-
sizes Repsol’s subscale port-
folio of disparate energy as-
sets. Until that is properly
addressed, its discount to
European peers will remain
firmly in place.
 —Matthew Curtin

Repsol’s Argentine exit

Economy & Politics

GE’s key political risk: Obama

come of the trial might affect the
company, saying the mere question
violated the presumption of his in-
nocence.

Mr. Alierta, 64 years old, has re-
peatedly denied any wrongdoing. He
is one of Spain’s most admired and
successful executives, having helped
transform the former state telecom
monopoly into an empire with opera-
tions in 25 countries, from Latin
America to Europe and China. As
chairman with executive responsibili-
ties, he holds a tight grip over man-
agement—there is no CEO; and he
hasn’t groomed a possible successor,
analysts and executives say.

“No one here has even consid-
ered [Mr. Alierta’s] resignation,”
said a Telefónica executive familiar
with the situation. “Business here
has not been remotely affected.”

Mr. Alierta, who declined re-
quests to be interviewed, would
likely appeal any conviction, peo-
ple close to him say.

Still, Mr. Alierta’s seven-year
case is proving a watershed in

Spain, where business executives
have rarely stood trial on charges
of insider trading.

Telefónica has long been the dar-
ling of telecom investors for strat-
egy of ambitious growth through ac-
quisitions and presence in fast-
growing Latin American nations. In
recent years, it has been one of the
strongest performers in Europe’s
telecom market.

But the verdict comes as
Telefónica faces new business pres-
sures. For years, the company has
benefited from a dominant position
in its home market that has allowed
it to keep prices higher than else-
where in Europe. Spaniards pay the
highest mobile-phone charges on
the Continent, according to Euro-
pean Union figures. But regulatory
winds are shifting; Spain’s telecom
authority ordered Telefónica this
year to open its fiber-optic network
to competitors. The watchdog also
ordered all telecom firms in Spain
to further cut fees they charge com-
petitors to connect calls—a major
source of income for Telefónica.

The criminal charges against
Mr. Alierta refer to 1997 when he
chaired then state-owned tobacco
company Tabacalera SA. That year,
Mr. Alierta set up an investment ve-
hicle with a Œ2.4 million ($3.4 mil-
lion) loan, according to informa-
tion included in the court’s prosecu-
tion documents. Less than two
weeks after registering the vehicle,
Mr. Alierta transferred ownership
of it to his 29-year-old nephew Luis
Placer, according to the documents.

After years of investigations, an-
ticorruption prosecutors in 2005
charged that Mr. Alierta had made
Œ1.86 million in illegal profits by al-
legedly secretly trading in Tabacal-
era stock, via his nephew’s invest-
ment vehicle, as he made market-

moving business decisions for the
tobacco company. The trial, in
which Mr. Placer is also facing
charges of insider trading, started
in April of this year.

Both Messrs. Alierta and Placer
denied all charges in court. A law-
yer for Mr. Placer didn’t respond to
requests for comment.

In court documents and argu-
ments during the trial, prosecutors
allege Mr. Placer bought stock in
Tabacalera while his uncle negoti-
ated Tabacalera’s purchase of U.S.
cigar maker Havatampa Inc. in
1997. That acquisition, plus a deci-
sion by Tabacalera to raise its
prices, helped push Tabacalera’s
stock 113% higher, according to doc-
uments and prosecutors’ argu-
ments. The prosecutors allege Mr.
Placer acted on his uncle’s behalf,
so that both could enrich them-
selves by using privileged informa-
tion not available to investors.

“It’s a textbook case of insider
trading,” Alejandro Luzón, the lead
prosecutor, said in an interview.

During the trial, Mr. Alierta’s at-
torneys said the vehicle was set up
for legitimate reasons, including
tax benefits, but that Mr. Alierta
transferred ownership to his
nephew because he changed his
mind about owning the fund. The at-
torneys said Mr. Placer bought the
Tabacalera stock on his own behalf,
with no direction from Mr. Alierta.

In 1999, Tabacalera merged with
French tobacco company Seita to
become Altadis SA, which has since
been taken over by Imperial To-
bacco Group PLC. Mr. Alierta took
the helm of Telefónica in 2000. Alta-
dis declined to comment.

Though Mr. Alierta is one of the
most senior businessmen ever to
go on trial in Spain, the case has re-
ceived little press coverage. Media

executives, journalists and editors
say they are careful not to anger the
company, which is Spain’s second-
biggest advertiser. Telefónica
spent Œ174 million in advertising
last year, according to Spanish mar-
ket-research firm Infoadex.

Telefónica officials regularly
call Spanish news agencies and
newspapers asking for coverage of
the case to be limited, according to
journalists, editors and business ex-
ecutives at five main Spanish pa-
pers and news agencies inter-
viewed for this article.

El Mundo, the Spanish newspa-
per that in 2002 first reported on
the probe, says it was shunned for
years by Telefónica. “In the first
few years, the situation was very un-
pleasant,” said Pedro J. Ramírez, ed-
itor of El Mundo, in an interview.
“Telefónica’s [advertising] spend-
ing dropped noticeably.” He said re-
lations between the paper and the
company were now “normal,” add-
ing that he hadn’t been contacted
by Telefónica during the trial.

Telefónica said it had never en-
gaged in any coercion of the press.

Local media aren’t the only ones
who say they have come under pres-
sure. In 2002, Mr. Alierta contacted
Marjorie Scardino, chief executive
media conglomerate Pearson PLC,
to complain that the company’s Fi-
nancial Times newspaper had re-
ported on the probe into his stock
trades, according to people famil-
iar with the matter. At the time,
Telefónica owned 5% of Pearson.

“Pearson just referred it to the
editor of the FT, which was me at
the time,” said Andrew Gowers,
former editor of the Financial
Times. “We were reporting on an in-
vestigation and were perfectly
right to do so.”

A spokesman for Pearson de-

clined to comment and said Ms.
Scardino wasn’t available to com-
ment.

The Telefónica executive said
Mr. Alierta called Ms. Scardino to ex-
plain his side of the story, not to halt
reporting of the case. Telefónica
sold its Pearson stake in 2004.

As Mr. Alierta’s trial comes to a
close, Telefónica’s business is in-
creasingly under pressure in its key
home market.

Telefónica’s rivals have long
complained that the former state
monopoly has received favorable
treatment from government and
regulators—and that consumers
have paid the price in the name of
creating a Spanish national cham-
pion. Spaniards spend 4% of their
disposable income on telecommuni-
cations, compared with 2% in the
rest of Europe, according to re-
search firm Sanford C. Bernstein.

In 2007, the EU fined Telefónica
Œ152 million, finding that the com-
pany abused its dominant position
in broadband Internet services.
The EU said Spanish consumers
were paying 20% more for connec-
tions than the European average.

Telefónica said it had the back-
ing of the Spanish government for
its appeal of the EU’s decision.

Now that Spain’s once-booming
economy is suffering, with a jobless
rate of 18.7%, consumers are slash-
ing spending and high prices are no
longer politically or commercially
possible, analysts say. In addition to
this year’s rulings by Spain’s tele-
com regulator, there are signs that
the Spanish government is also put-
ting the squeeze on Telefónica. To
help fund public television, the gov-
ernment recently proposed a new
tax on telecom companies including
Telefónica.

Continued from first page
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Verdict in Alierta insider-trading case could hurt Telefónica
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By John W. Miller

The economic downturn, along
with new leadership in the U.S.
and India, is spurring G-8 nations
to repair trade talks at their com-
ing summit but Washington re-
mains an obstacle, trade experts
say.

The rest of the world “is wait-
ing for the U.S.” to detail its posi-
tion on trade, Pascal Lamy, direc-
tor of the World Trade Organiza-
tion said in an interview at WTO
headquarters in Geneva, days be-
fore the Group of Eight leading na-
tions gather July 8-10 in L’Aquila,
Italy.

Mr. Lamy has been invited to
speak at the two-day annual G-8
meeting—a sign that the world’s
biggest economies are interested
in returning to the negotiating ta-
ble before the WTO’s 153 member
nations gather in November.

The so-called Doha Round of
global trade talks—named for the
Qatari capital where they began in
2001—is still in limbo after eight
years of negotiation.

“I would like to move forward
during the G-8 so Doha can be on
the agenda in November,” Mr.
Lamy said.

The U.S., weighed down by its
auto and financial sectors, unem-
ployment and health-care costs,
could stand in the way. In April,
U.S. trade officials said President
Barack Obama would make a major

trade speech, but there is no indica-
tion when that might happen.

Mr. Lamy said the U.S. was
“starting to engage,” but noted
that efforts to define a trade policy
were proving difficult because of
the slow confirmation process for
senior U.S. trade negotiators and
“a full legislative agenda with cli-
mate change and health-care re-
form bills before the Congress.”

Trading partners are “getting
impatient,” he said.

Although big increases in im-
port tariffs so far have been lim-
ited to specific countries, such as
Russia, or products, such as steel,
trade officials say they fear more
tariffs as joblessness spreads.

A global trade deal could pre-
empt protectionism by capping im-
port tariffs at their current, rela-
tively low rates, as well as disman-
tling barriers to trade in agricul-
ture and industrial goods. Negotia-

tions also “keep trade ministries
in touch with each other, which
makes everybody more careful
about protectionism,” says Simon
Evenett, a professor of economics
at the University of Michigan who
specializes in trade issues.

The key challenge to resuming
the Doha talks, Mr. Lamy said, is
persuading the U.S. and India to re-
pair a rift that emerged at the glo-
bal trade summit a year ago.

The talks broke up after Wash-
ington and Delhi clashed over
whether developing countries
should have the right to raise tar-
iffs on products like cotton and

sugar if imports surge. The dis-
pute was fueled by a personality
clash between Indian trade minis-
ter Kamal Nath and U.S. counter-
part Susan Schwab, say trade offi-
cials from the EU, U.S. and WTO.

Mr. Nath used the summit as a
campaign stop ahead of India’s gen-
eral elections in May, delivering
speeches about “protecting 700
million farmers” and traveling
back to India to cast a vote in par-
liament. Ms. Schwab was hindered
by the Bush administration’s fall-
ing poll ratings and the Demo-
crats’ control of Congress, ana-
lysts say.

Both countries’ successors
have softer styles, although it is un-
clear whether that will result in
compromise on difficult issues.

Mr. Nath’s Congress party won
the recent Indian elections, but he
was succeeded by Anand Sharma,
who has a reputation at the WTO
as being easier to deal with at the
negotiating table.

Speaking to reporters in Wash-
ington recently, Mr. Sharma said
he had a mandate from Indian
Prime Minister Manmohan Singh
to sign a global trade deal. Mr.
Singh feels that, in the current eco-
nomic crisis, “there should be a
positive message for global trade
barriers to be broken down fur-
ther,” Mr. Sharma said.

After the elections, India “is
much more free to do a deal now,”
says Brendan McGivern, a trade
lawyer with White & Case LLP.

The U.S., however, “barely reg-
isters right now on trade,” says
Scott Anderson, a trade lawyer
with Sidley Austin. “The domestic
politics are just too difficult.” Con-
gress, he says, currently has few
champions of free trade.

U.S. trade representative Ron
Kirk, a 55-year-old former mayor
of Dallas, came to prominence by
defending the North American
Free Trade Agreement, an accord

with Mexico and Canada that bene-
fits border states. In a speech this
year, Mr. Kirk sketched the out-
lines of the administration’s trade
policy. The poorest countries, he
said, “have a special place in the
Obama trade agenda.” At the same
time, he promised to protect U.S.
workers who lose their jobs to for-
eign exporters. U.S. unemploy-
ment is near 10%.

An Obama administration offi-
cial said there is “no update” on
when the president will give his

trade speech.
Mr. Kirk, at the president’s re-

quest, is “taking decisive steps to
engage meaningfully with trading
partner countries and also to ce-
ment stronger enforcement of glo-
bal trade rules as a key element of
U.S. policy,” says USTR spokes-
woman Carol Guthrie.
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G-8 nations make trade talks a priority
Crisis raises hopes
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Two major Japanese banks,
Sumitomo Mitsui Financial Group
Inc. and Mitsubishi UFJ Financial
Group Inc., already have raised capi-
tal totaling more than 1.3 trillion
yen. An International Investor arti-
cle in the Friday-Sunday edition in-
correctly said the two banks have
said they want to raise capital.

A trade deal could
keep protectionism
at bay by capping
import tariffs.
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Officials in the administration of Barack Obama, right, have been portraying Dmitry Medvedev as Russia’s progressive leader.

delivery systems counted under the
treaty’s ceiling, further limiting ac-
tive U.S. nuclear weapons launchers.
Washington wants them ignored.

“Despite the fact that in several
hours we cannot remove the burden
of all the problems [between the
countries], we have agreed that we
will go forward without stopping,”
Mr. Medvedev said.

At the midpoint of the two-day
summit here, both sides could claim
some victories and point to some
concessions. Although Mr.
Medvedev avoided citing Iran by
name, White House officials said he
was “very forward leaning” in decry-
ing the threat of an arms race in vola-
tile regions of the world, an “unam-
biguous” reference to Iran, said
White House Deputy National Secu-
rity Adviser Denis McDonough. The
two sides agreed to conduct a joint
threat assessment of ballistic mis-
sile capabilities in the world.

Chief U.S. arms-control negotia-
tor Rose Gottemoeller said the Rus-
sians had wanted a general state-
ment on arms reduction, not numeri-
cal targets. Reaching agreement on
numbers, she said, “was a long and
painful process.”

Mr. Obama also won Russian as-
sent to allow U.S. military trans-
ports carrying “lethal” war materiel
to Afghanistan to fly through Rus-
sian airspace, a deal that paves the
way for 4,500 flights a year and sav-
ing the U.S. $133 million a year in
fuel and other transport costs. The
U.S. and Russia agreed to resume
military-to-military cooperation, in-

cluding exchanges of military-acad-
emy cadets, that had been was sus-
pended since August 2008 in the
wake of Russia’s war with Georgia.

The Russians received a new as-
surance from Mr. Obama that offen-
sive and defensive weapons sys-
tems would be considered together
as negotiations go forward.

The U.S. plans to deploy missile
defenses in Poland and the Czech Re-
public over fierce Russian objec-
tions. Michael McFaul, senior White
House director for Russian affairs,

stressed, however, that the adminis-
tration is not abandoning the “third
site” in Eastern Europe and will make
the decision on deployment based on
a broad technical review of U.S. anti-
missile systems that should be com-
pleted by the end of the summer.

More broadly, Mr. Medvedev used
the nuclear-weapons talks to thrust
Russia back onto the world stage and
try to assert a return to a dual super-
power world. He spoke of coopera-
tion between the two countries as
“important to world development.”

Cold War imagery and intrigue
has already suffused the summit.
The White House appears to be try-
ing to boost Mr. Medvedev as the
more progressive and forward-
thinking of Russia’s leaders, limit-
ing attention to Prime Minister
Vladimir Putin, despite the fact that
the prime minister is widely viewed
to be the more powerful partner in
Russia’s ruling tandem.

“My understanding is that Presi-
dent Medvedev is the president,
Prime Minister Putin is the prime

minister, and they allocate power in
accordance with Russia’s form of
government in the same way that
we allocate power in the United
States,” Mr. Obama said on Monday.

Wading into murky Kremlin poli-
tics is a risky gambit, analysts said.
Andrew Kuchins, director of the Rus-
sia program at the Center for Strate-
gic and International Studies, said
any attempt to play up perceived
splits will not work. “Obama should
have no illusions that he can do any-
thing in Moscow to empower
Medvedev,” he said.

While the two presidents ap-
peared to have overcome the bitter
acrimony that all but paralyzed rela-
tions late last year, they focused on
issues where reaching agreement
was relatively easy. Continuing the
progress will require tackling areas
where differences are much deeper.

But analysts say the Kremlin
seems to want to take the hard edge
off U.S.-Russian relations.Russian me-
dia, most of which are controlled di-
rectly or indirectly by the govern-
ment, cut negative references to the
U.S. by about half in the first six
months of the year, according to a
study by Medialogia, a local consult-
ing firm.

Much of Russia’s political elite re-
mains cautious. “Overall, Russia is
skeptical of Obama,” said Sergei
Markov, a senior legislator from the
ruling United Russia party. “They are
afraid he could be a smiling George
Bush.”
 —Alan Cullison

and Andrew Osborn
contributed to this article.

Continued from first page

Australian delegation visits India to assure students after bias attacks

Obama and Medvedev agree to cut nuclear arsenals

ECB fears sluggish lending by banks could hamstring recovery
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Jean-Claude Trichet, last week said
banks should be “up to their respon-
sibilities, namely to ship to the real
economy the extraordinary efforts
that we are making.…We call for
their full responsibility when they
provide credit.”

Inside the ECB there is concern
that some European governments
share the blame, and could improve
their bank-rescue plans to encour-
age banks to take more public funds.
That could help shore up bank bal-
ance sheets and remove an obstacle
to lending.

Germany’s Œ500 billion ($700 bil-
lion) plan, for instance, offers banks
capital injections and debt guaran-

tees. But it is voluntary, leading
some critics to say banks taking
part are stigmatized. Few banks
have tapped the fund so far. By con-
trast, the U.S. government effec-
tively gave its nine biggest banks lit-
tle choice during the fall when it of-
fered taxpayer capital.

The German government is “fail-
ing to come clean on the extent of
the problem. I don’t think a volun-
tary plan will lead to the necessary
infusion of capital the German bank-
ing sector needs,” says Simon Til-
ford, chief economist at the Centre
for European Reform, a London-
based European think tank.

The ECB has been communicat-
ing its concerns to euro-zone na-

tional authorities for some time and
isn’t intensifying lobbying now. But
some ECB policy makers feel the cen-
tral bank has reached the limit of
what it can do, and so believe the
onus has shifted to national authori-
ties and banks themselves.

On Monday, the ECB debuted its
latest salvo to shore up the bloc’s
banks, a Œ60 billion program to buy
low-risk bonds. In June, the central
bank also lent euro-zone commer-
cial banks Œ442 billion in one-year
loans. But ECB policy makers kept
their key rate at 1% and signaled
that no new lending programs or
rate cuts are likely soon.

ECB policy makers see the lend-
ing slowdown to date as largely the

result of easing demand from bor-
rowers, a natural consequence of re-
cession. But they worry that banks
are also denying loans to worthy cus-
tomers, choosing instead to use pub-
lic funds to shore up their balance
sheets. Policy makers fear such
hoarding could strangle recovery
prospects. Evidence of such hoard-
ing mounted Monday with data
showing banks deposited a record
Œ316 billion at the ECB over the
weekend, preferring to stash excess
cash at the central bank rather than
lend it out.

Germany’s banks reject the no-
tion that they aren’t doing enough
to support the economy. A spokes-
woman for the German Savings

Bank Association said their lending
to businesses and households in the
first four months of the year was up
8% from a year earlier, well above
the euro-zone average. German
banks argue that no amount of li-
quidity can force them to lend if in-
ternational rules require them to
set aside more and more capital as
their existing loans turn bad.

“Credit quality among borrow-
ers is deteriorating and so the calcu-
lation of key capital ratios…is under
continual pressure,” said Lars
Hofer, a spokesman for the Federal
Association of German Banks.
 —Marcus Walker

and Geoffrey T. Smith
contributed to this article.
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By Ketaki Gokhale

NEW DELHI—Australian offi-
cials kicked off a nine-day tour here
to try to improve their higher-educa-
tion industry’s tarnished image and
to shore up a key area of trade be-
tween the two nations, following a
spate of violence against Indian stu-
dents in Australia.

The nine-member delegation,
headed by Colin Walters, a senior of-
ficial with the Australian Depart-
ment of Education, will travel
across India to reassure worried par-
ents and prospective students that
Australia has “a zero-tolerance view
of attacks on students and racial dis-
crimination of any sort,” he said. He
added, however, that “race is usu-
ally not the issue.”

The spate of attacks on Indians
studying in Australia has sparked a
furor in India, with some media re-

ports labeling Australia a racist na-
tion. The issue is important for Aus-
tralia’s economy because the educa-
tion of foreign students has become
big business, generating 15.5 billion
Australian dollars (US$12.54 bil-
lion) in 2008, Deputy Prime Minis-
ter Julia Gillard said in May.

Foreigners now make up 25% of
students, up from just under 10% in
1997. Indian students represent
about 18% of the 542,000 foreigners
studying in Australia, second only
to those from China, according to
data from the Australian Council for
Private Education and Training. The
higher-education sector is now Aus-
tralia’s third-largest export earner
behind coal and iron ore.

In the state of Victoria, educa-
tion is the biggest export earner;
many of the attacks have occurred
in Melbourne, Victoria’s capital.

“These attacks are based on op-

portunity, not race,” said Paul Evans,
assistant commissioner of the Victo-
ria Police. He said Indian students
are more likely to be the targets of
robbery than other international stu-
dents because they often have “risky
occupations,” such as driving taxis
and working at gas stations.

“If I put myself in that situation, I
myself might be at risk for assault,”
he said.

Many offenders are young people
with drug or alcohol problems and
“often come from multicultural back-
grounds themselves,” he added.

In Victoria, police said 1,447 peo-
ple of Indian origin were victims of
crimes such as robberies and as-
saults in the year ended June 30,
2008, an increase from 1,082 in the
previous year. A breakdown of how
many of the assaults were racially
motivated wasn’t available.

Mr. Walters said the jump in

crime against Indian students can
also be attributed to the sharp rise
in enrollment in recent years. The
number of Indian students has dou-
bled in the past three years, with
two-thirds studying at private col-
leges. Crime is a normal feature of
life in big cities, he added.

Amit Menghani, president of the
Federation of Indian Students of Aus-
tralia, said in a telephone interview
from Australia that the attacks are,
for the most part, racially motivated.

“They’re investing a lot of money
sending this delegation to India to
convince them that everything is
OK, but there’s no point in doing
this,” Mr. Menghani said. “They
should instead give a concrete
agenda on what they’re doing to
eliminate these attacks.”

The delegation announced sev-
eral measures to improve the safety
of Indian students in Australia, in-

cluding a review of the Education
for Overseas Students Act. The cur-
rent version of the act was passed in
2000, before the sharp rise in the
number of foreign students, and
doesn’t adequately address the
safety needs of Indian students, Mr.
Walters said.

Approximately 80% of Indian stu-
dents are recruited by private Aus-
tralian universities through agents
based in India. These agents often
“misinform students about what to
expect in Australia,” Mr. Walters
said. The amended legislation
would regulate marketing services
to overseas students and make re-
porting requirements more rigor-
ous for universities.

Victoria state is boosting secu-
rity by adding mounted and plain-
clothes police, and aggressively ar-
resting “people who are drunk or
acting suspiciously,” Mr. Evans said.
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Uighur riots kill 156 in western China
Government blames
overseas activists
for ethnic unrest

Chinese authorities said 156 peo-
ple were killed and more than 1,000 in-
jured in riots in this northwestern city
Sunday, representing a sharp escala-
tion of a long-simmering ethnic feud
that could fuel instability in a strategi-
cally important region.

Demonstrations by Uighurs, a
Turkic-speaking and predominantly
Muslim ethnic group, protesting
what they see as discrimination
against them by the country’s Han
Chinese majority, erupted into
clashes on Sunday here in the capi-
tal of the Xinjiang region.

The death toll, reported by the of-
ficial Xinhua news agency, couldn’t
be independently verified. On Mon-
day, security forces locked down
large parts of the city, with armored
cars patrolling the streets and
squads of paramilitary police march-
ing through narrow alleyways
where rioting had occured.

Chinese officials blamed the vio-
lence on an overseas group, the World
Uyghur Congress, and its leader, Re-
biya Kadeer. Uighur activists dis-
missed the charge.

The World Uyghur Congress al-
leged that security forces used le-
thal force against protesters. Ui-
ghurs in Urumqi said they saw po-
lice shooting at Uighurs.

Han Chinese witnesses said
groups of Uighurs attacked Hans,
set fire to buses and cars and
smashed shop windows.

The exact sequence of events
couldn’t be determined from incom-
plete and, at times, conflicting ac-
counts offered by people caught up in
the violence. The authorities didn’t
say how many of the dead and injured
were Han and how many were Uighur.

An official in the nursing depart-
ment of one of Urumqi’s largest hos-
pitals, the Uyghur Autonomous Re-
gion People’s Hospital, said 291 peo-
ple injured in the unrest were
treated there, 233 of them Han Chi-
nese, 39 Uighur, and the rest from
other minority ethnic groups. Seven
had suffered gunshot wounds and 17
died, the official said.

One of the deadliest outbreaks of
unrest in China in decades came less
than three months ahead of the 60th
anniversary of the founding of Com-
munist China on Oct. 1. It highlights

China’s inability to keep the peace in
its sensitive Western border regions.

“There has been a substantial level
of discontent” among Uighurs who
feelthey haven’t shared equally in Chi-
na’s economic boom and chafeat polit-
ical and religious restrictions, says
Dru Gladney, a professor at Pomona
College in California who studies the
Uighurs. “Now it’s erupted.”

The unrest appeared similar to ri-
ots that engulfed parts of Lhasa in
March 2008 after security forces con-
fronted antigovernment demonstra-
tors who had attacked Han Chinese
and set fire to their businesses.

China’s security forces were ac-
cused of abandoning large sections
of Lhasa to rioters last year, leaving
Han Chinese shopkeepers unpro-
tected. In the Tibet riots, 18 people
died, according to the government,
and demonstrations spread across
Tibetan areas of China.

Uighurs share many of the same
grievances as Tibetans, complain-
ing of restrictions on their civil
rights and religious practices, as
well as economic and social discrimi-
nation by Han Chinese who have mi-
grated to the country’s West in grow-
ing numbers.

But the cause of Uighur human
rights has drawn far less interna-
tional attention than that of the Ti-
betans. Tibetan activists have
gained a large global following
thanks in part to the backing of West-
ern celebrities and the leadership of
the Dalai Lama, Tibetan Buddhists’
exiled spiritual leader.

Uighurs have garnered less inter-
national support, some human-
rights campaigners say, because of
fears in the West about Islamic ex-
tremism. One Uighur group, the
East Turkestan Islamic Movement,
has been labeled a terrorist organi-
zation by China and the U.S.

Lately, however, Uighur exile
groups have become more organized
and more vocal in challenging the Chi-
nese government.

Xinjiang covers a sixth of China’s
territory and is an important source
of oil and natural gas for the coun-
try. Uighurs have long chafed at
Beijing’s rule, and some, seeking in-
dependence from China, have
waged sporadic and at times violent
campaigns against the government.

Uighur activists Monday said
hundreds of Uighurs, many of them
students, ga thered Sunday to pro-
test racial discrimination and call
for government action against Han
Chinese involved in a battle with Ui-
ghur migrant workers at a toy fac-
tory in southern China.

Two workers were killed and 60 in-
jured, according to state media re-
ports. The incident followed an allega-

tion posted online by a former em-
ployee of the factory that Uighur men
had raped two Han Chinese women.
Police concluded the allegation was
bogus and arrested the man, accord-
ing to Xinhua.

The rioting shows the extent to
which grievances in one part of the
vast country can spark a conflagra-
tion far away, complicating the chal-
lenge for Chinese leaders who have
sought to contain the ethnic prob-
lem in the west through heavy mili-
tary security.

The protests appear to have spi-
raled out of control late Sunday. Dem-
onstrators clashed with the police,
witnesses said, and rioters smashed
shops and attacked buses. “Most were

young Uighurs. They were smashing
everything on the street,” said a Han
Chinese man who works as a driver.

Another Han Chinese man, who
owns a shop in the city’s central ba-
zaar, said he saw Uighurs “with big
knives stabbing people” on the
street. He said crowds of Hans and
Uighurs were fleeing the violence.
“They were targeting Han, mostly,”
he added. “We need to hide inside
for a few more days.”

According to a report Monday in
the state-run Xinhua news agency, Liu
Yaohua, a senior police official in Xin-
jiang, said rioters burned 261 vehicles,
including 190 buses and two police
cars, several of which were still ablaze
as of Monday morning.

Xinhua said 57 dead bodies had
been “retrieved from Urumqi’s
streets and lanes,” while the remain-
ing fatalities were confirmed dead
at hospitals.

As evening fell in Urumqi Mon-
day, paramilitary troops of the Peo-
ple’s Armed Police, backed by ar-
mored personnel carriers, were pa-
trolling largely calm city streets.
Many businesses remained shut-
tered and gates of the city’s central
bazaar were closed.

Police said they were still search-
ing for dozens of people suspected of
fanning the violence. Several hundred
people have already been arrested in
connection with the riot, police said,
and the government said it was bring-
ing “ethnic officials” from nearby ar-
eas to help with interrogations.

Alim Seytoff, vice president of
the Uyghur American Association,

dismissed the government’s claim
that Ms. Kadeer, the Uighur exile,
was behind the violence. “Every
time something happens, they
blame Ms. Kadeer,” he said, adding:
“It’s really the Chinese govern-
ment’s heavy-handed policies that
create such protests and unrest.”

Unrest in Xinjiang mounted last
year, as some Uighurs sought to emu-
late widespread antigovernment
demonstrations in Tibetan areas.
There were several violent incidents
around the time of last summer’s
Beijing Olympics, including an at-
tack on a border-police unit that left
16 dead. Ten militants died after an-
other attack with improvised explo-
sives in a Xinjiang city on the first
weekend of the Games.

Although Chinese authorities re-
strict access by foreign journalists
to Tibet, they invited both domestic
and foreign journalists to visit Xin-
jiang in the aftermath of Sunday’s vi-
olence, possibly calculating that
keeping the media out would fuel
suspicion in the outside world. Inter-
net connections in Urumqi were
blocked. Mobile-phone connections
were working reasonably well.

Late on Monday night, many
streets in Urumqi were cordoned off
and largely deserted. Large numbers
of Han Chinese milled around the Peo-
ple’s Square. Asked whether he was
afraid, one bystander said: “Why
should I be afraid? The police and
army are here.”

 —Ellen Zhu and Bai Lin in
Shanghai and Kersten Zhang in

Beijing contributed to this article.
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LEADING THE NEWS

By Kate Linebaugh

DETROIT—Chrysler Group LLC,
seeking to rebuild after its exit from
bankruptcy court, said five new di-
rectors were named to its board, fi-
nalizing the composition of the nine-
member panel, which will hold its
first meeting at the end of July.

The new appointees are: George
F.J. Gosbee, chairman and president
of Tristone Capital Inc.; Douglas
Steenland, former chief executive of
Northwest Airlines; Scott Stuart, a
founding partner of Sageview Capi-
tal LLC; Ronald L. Thompson, chair-
man of the board of trustees for
Teachers Insurance and Annuity As-
sociation; and Stephen Wolf, chair-

man of R.R. Donnelley & Sons Co.
The new management at

Chrysler, which owes its survival to a
U.S. government-financed restructur-
ing, needs to devise a strategy to with-
stand the car market’s current weak-
ness while putting together a longer-
term plan to expand Chrysler’s vehi-
cle lineup to include fuel-efficient
small cars provided by its new alli-
ance partner, Fiat SpA.

Fiat CEO Sergio Marchionne,
who holds the same title at
Chrysler, is determining which vehi-
cle models the company will con-
tinue to produce. Mr. Marchionne
aims to strengthen the identity of
the company’s three brands:
Dodge, Jeep and Chrysler.

Chrysler names five directors

By Shai Oster in Urumqi, China,
and Gordon Fairclough
in Shanghai
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an award that
speaks volumes
Winner: Largest etF exchange in europe*

We’re delighted to win the ‘largest exchange
for ETFs by volume’ category in the 5th Annual
Global ETF awards.

It’s an accolade we share with our many customers across
Europe, every one of whose 1.8 million trades last year we see
as a testament to the transparency, liquidity and efficiency of our
markets. With easy access to a wide range of products provided
by 11 leading issuers and supported by dedicated electronic
market makers, the London Stock Exchange Group’s ETF and
ETC markets offer users simple and efficient access to a broad
range of indices and asset classes.

For more information visit the news room at
www.londonstockexchangegroup.com
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Outplacement firms
for executives evolve
Laid-off managers
cover some costs
for new-job searches

By Joann S. Lublin

CHICAGO—Richard Malone has
cooked up a new operating model
for sick newspapers, an idea that
may need investors.

Unsure of its feasibility, the
former Chicago Tribune official out-
lined his tentative plan last month
to executives seated in black leather
chairs around a polished mahogany
table here. The meeting’s attendees,
mostly other displaced executives,
proposed ways that Mr. Malone
might improve his Power Point pre-
sentation before possibly pitching it
to private-equity firms.

“Some of the free consulting I'm
getting here, I'd have to pay hun-
dreds of dollars for from outside
firms,” he said.

Actually, Mr. Malone spent plenty
for the “free” advice by forking over
a hefty five-figure fee to Shields Me-
neley Partners, a Chicago career-
transition firm that serves displaced
top executives by offering special-
ized job-hunting help, including tap-
ping clients’ expertise as in the case
of Mr. Malone. The boutique runs
“Think Tank,” the weekly brainstorm-
ing session where he addressed eight
fellow clients of Shields Meneley and
one former client.

Welcome to the brave new world
of high-end outplacement assis-
tance. More laid-off senior man-
agers now must pay part or all of the
bill for this customized counseling
because employers are less gener-
ous due to the current economic en-
vironment. At the same time, job-
less executives need every possible
leg up in a fiercely competitive job
market. Shields Meneley charges be-
tween $45,000 and $100,000 for 18
months of aid. About 60% of its 35 cli-
ents cover at least a portion of the
fee, up from 40% in 2004. Small ri-
vals report similar recent spurts in
clients footing part of the tab. Yet
the median value of external out-
placement offered executives dur-
ing the past two years is just $6,000,
concludes a June poll of 265 U.S. em-
ployers by the American Manage-
ment Association and Institute for
Corporate Productivity.

As the jobless rate soars, a close
look at Shields Meneley offers in-
sights into the pluses and minuses of
deluxe career-transition services. Its
strongest selling point? Highly per-
sonalized attention. Clients initially
undergo a lengthy assessment with a
staff psychologist. Assigned one of
the firm's three counselors, execu-
tives then develop a marketing plan,
polish their resumes, practice inter-
viewing, update wardrobes, enlarge
professional networks and get “accli-
mation” coaching during their next
job’s early days.

Shields Meneley represents “the
custom tailors of outplacement,”
says client Jeff Held, a former vice
president of business development
for Quixote Corp. The Chicago maker
of highway- and transportation-
safety products eliminated his post
in December 2007. When Mr. Held ar-
rived at Shields Meneley early last
year, co-founder Gail Meneley al-
ready “had done her homework
about my background,” he recalls.
Mr. Held likes the firm’s array of ser-

vices—plus extra touches, such as
the staffer who arranged to send his
wife a surprise birthday gift. And its
plush, high-rise office felt “like being
at work again,” he says. Mr. Held,
who paid $32,000 of the $50,000 fee,
is still looking for a fresh gig.

If clients need it, Shields Meneley
provides extra hand-holding. One
Sunday morning this spring, a tele-
communications executive called co-
founder Hugh Shields at home be-
cause he felt anxious about a Monday
job interview. “We did role playing,”
rehearsing answers to trick ques-
tions, Mr. Shields remembers. The
man began work Monday, leading a
global division at a major telecom.

Other executives appreciate
Shields Meneley so much that they
become repeat customers. Peter
Dunn's first stint helped him land
the presidency of Steak N Shake Co.
in 2002. Mr. Dunn later advanced to
CEO. He again used Shields Meneley
after leaving the restaurant chain in
fall 2007 following a strategy dis-
agreement. He covered $5,000 of
the $45,000 latest fee.

This time, Mr. Dunn rejected CEO
offers. He says he and Ms. Meneley in-
stead explored entrepreneurial roles
where “my skills could make a differ-
ence.” Ms. Meneley encouraged him
to consider elder care or health care
as “opportunities for solving un-
solved problems,” Mr. Dunn adds. In
January, he and a partner launched
Activate Healthcare LLC, an Indianap-
olis concern that operates on-site
health clinics for businesses.

Shields Meneley also introduces
clients to influential corporate lead-
ers, including alums. That's how Mr.
Dunn met potential “angel” inves-
tors for his startup. “These are re-
sources I would not have found on
my own,” he says. The firm created
the Think Tank partly so participants
could swap potential opportunities
in different industries. For instance,
in Mr. Malone's Think Tank session,
participants included a printing-in-
dustry lawyer, a former marketer for
a big consumer-goods maker and the
ex-chief administrative officer of an
asset-management firm.

But there are downsides to high-
leveloutplacement. It requires consid-
erable time and money. On average,
Shields Meneley clients now spend
nearly a year finding employ-
ment—up from eight to 10 months
last fall. However, the longer searches
common these days persuaded the
firm to temporarily extend its stan-
dard 12-month client contract to 18
months without raising fees. New Di-
rections, a Boston competitor, re-
cently introduced a cheaper version
of its pricey, multiyear program.
Other rivals slash rates for clients
who could generate referrals.

Stephanie Kushner, who lost the
chief financial officer’s spot at Fed-
eral Signal Corp. in December,
didn’t mind paying 60% of Shields
Meneley’s $45,000 fee. She figures
that equals less than 5% of what she
likely will earn next. “Why should I
try some low-budget [outplace-
ment] alternative?” she asks.

CAREER JOURNAL

Shields Meneley
introduces clients to
corporate leaders,
including alums.
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British Airways cabin crews
reject job cuts, pay freezes

A trucker watches unloading of timber at the Green Circle Bio Energy plant in Cottondale, Fla., where wood pellets are made.

By August Cole

The U.S. arm of BAE Systems
PLC is aiming to broaden its security
businesses further beyond the De-
fense Department, according to the
subsidiary’s new boss, Anthony
Zinni, a retired Marine general who
commanded U.S. forces in the Mid-
east and Central Asia during the
1990s.

Mr. Zinni’s appointment as chair-
man and interim chief executive at
BAE Systems Inc. last month comes
as big defense contractors are in-
creasingly interested in the U.S. gov-
ernment’s nonmilitary efforts to im-
prove economic and political stabil-
ity in war-torn or dangerously dys-
functional countries, a concept of-
ten referred to as “smart power.”

He plans to continue on a path
mapped out by his predecessor,
Walt Havenstein, who is taking the
chief executive job at SAIC Inc., but
Mr. Zinni’s decades of experience in
hotspots around the world are likely
to help boost the firm’s profile with
the U.S. government and overseas
leaders. He will have been on the
BAE board nine years in November.

According to Mr. Zinni, BAE is
looking at its existing capabilities in
areas where it already has expertise—

such as intelligence, energy and in-
formation-management technology—
and “how can this be used to sup-
port some of the things that smart
power is designed to focus on, like
stabilization and reconstruction,
and more balanced approaches to in-
ternational and national security is-
sues,” he said.

“Smart power” in Washington is
seen as an increasingly im-
portant market to large de-
fense companies as spend-
ing on big and costly weap-
ons systems comes under
pressure.

Mr. Zinni expects BAE to
be at the forefront of these
efforts but says the com-
pany will be judicious about
how it approaches such
work, and how it marshals
the company’s resources to
win it. Already, in Iraq and
Afghanistan, BAE has provided
teams of anthropologists to the U.S.
military to help troops navigate lo-
cal culture.

“I’ve been involved in a lot of
studies...on what [smart power]
means, and I don’t think everybody
in [Washington] has it clear in their
mind,” said Mr. Zinni. “It’s more
than just diplomacy and develop-
ment.”

Acquisitionsarealsopossibleasa
way to get further into this work, but
“there’s a danger in saying I’m going
to buy into the so-called things that
areevidentinsmartpower”likesecu-
rity training or expeditionary con-
struction because they are too far
afield for the company, he said.

Given that approximately 58% of
BAE Systems PLC’s $34 billion in an-

nual revenue comes from
its U.S. arm, which has sup-
plied mine-resistant
trucks for Iraq and works
on the Pentagon’s newest
fighter jet, the division’s
approach to doing busi-
ness with U.S. agencies dur-
ing a time of uncertain glo-
bal defense spending is as
important as ever.

Though BAE last week
lost out on a major con-
tract to provide the Penta-

gon with mine-resistant armored ve-
hicles for Afghanistan, and under
Mr. Gates’s budget plan the Army
has terminated a more than $80 bil-
lion program to make next-genera-
tion fighting vehicles that BAE was
heavily involved in, Mr. Zinni said
the company can handle the set-
backs.

“We positioned ourselves where
we don’t have a lot of eggs in one bas-
ket,” he said.

By Russell Gold

Among the fastest growing
sources of renewable energy in the
world are the wind, the sun—and
the lowly wood pellet.

European utilities are snapping
up the small combustible pellets to
burn alongside coal in existing
power plants. As a global trade
emerges to feed their growing appe-
tite for pellets, the Southeastern
U.S. is becoming a major exporter,
with pellet factories sprouting in
Florida, Alabama and Arkansas.

Wood pellets—cylinders of dried
shredded wood that resemble large
vitamins—are the least expensive
way to meet European renewable-
energy mandates, utility executives
and industry consultants say.

Made from fast-growing trees or
sawdust, pellets are a pricier fuel
than coal, but burning them is a less-
expensive way to generate electric-
ity than using windmills or solar
panels. Burning pellets releases the
carbon that the trees would emit
anyway when they die, so the pro-
cess is widely regarded as largely
carbon neutral.

The wood-pellet market is boom-
ing because the European Union has
rules requiring member countries
to generate 20% of their electricity
from renewable sources by 2020. Eu-
rope imported Œ66.2 million (about
$92.7 million) of pellets and other
wood-based fuels in the first three

months of 2009, up 62% from the
same period a year earlier, accord-
ing to the EU’s statistical arm.

Government mandates are essen-
tial to the increasing use of pellets in
power generation and the growing
global pellet trade, experts say.

“You are looking at a totally artifi-
cial market,” said Christian Rakos,
chief executive of Propellets, an Aus-
tria-based trade group of pellet pro-
ducers. “No power plant would con-
sider using pellets for one minute if
they didn’t have to do it.”

Still, Europe’s eagerness for
more pellets has turned the U.S. into
an energy exporter. Until recently,
there were only about 40 pellet fac-
tories in the U.S., which produced
about 900,000 tons a year, mostly
for heating homes.

But in May 2008, Green Circle
Bio Energy Inc. opened a pellet plant
in Cottondale, Fla., that produces
500,000 tons of pellets a year; it
ships them by rail to the coast and
then on to Rotterdam, Netherlands.
The company, owned by the Swed-
ish concern JCE Group AB, wants to
build another big plant in the U.S.,
said Olaf Roed, chief executive of
Green Circle.

Another 500,000-ton facility in
Selma, Ala., owned by Dixie Pellet
LLC, also opened last year. And Phoe-
nix Renewable Energy LLC plans to
break ground next month on a
250,000-ton-a-year pellet plant in
Camden, Ark., along with a 20-mega-
watt power plant run off tree scraps
that will feed heat to the pellet
plant. The $100 million facility’s out-
put for five years has been con-
tracted to go to Europe, and Phoenix
is working on another five facilities.

Pellets can either be made out of
sawdust left over from lumber pro-
duction or from soft-wood trees
such as pine. These aren’t growing
in wild forests, but in industrial plan-

tations where they can be harvested
easily and often.

At Green Circle’s Florida facility,
bark is stripped off the tree and
burnedto generate steamused inmak-
ing the pellets. The tree itself is cut up
in a wood chipper, dried and ham-
mered into a powder, which is formed
into pellets under very high pressure.

It is easy for these pellet plants to
find raw material. The pulp and paper
industry is declining, and the housing
slump has sapped the need for hard-
wood. Forest owners are ecstatic that
pellet plants are stepping in.

“We are irrationally exuberant,”
said Lee Laechelt, executive vice
president of the Alabama Forest
Owners Association.

Australia, New Zealand, Argen-
tina and Vietnam are also shipping
pellets to Europe, as are Canada and
South Africa, said Helmer Schuk-
ken, chief executive of GF Energy BV,
a Rotterdam-based trader.

Wood pellets are becoming the
newest global commodity, with
prices posted on an Amsterdam en-
ergy exchange, Mr. Schukken said.
“It is becoming like trading coal.”

That will make it easier for Eng-
land’s Drax Group PLC, which is in-
stalling equipment at its giant
4,000-megawatt coal-fired power
plant in North Yorkshire to use pel-
lets in place of coal for up to 10% of
the fuel. Pellet makers say Drax is lin-
ing up contracts in the U.S. Other big

buyers include Dutch power com-
pany Essent NV, which is being ac-
quired by Germany’s RWE AG and
French GDF Suez SA’s Electrabel unit.

Of course, U.S. utilities may soon
be as interested as their European
counterparts in burning pellets in-
stead of coal. California, which has a
goal of producing 33% of its electric-
ity from renewable sources by 2020,
is looking at using wood products in
coal plants.

If a federal renewable energy
standard is approved, “we won’t be
shipping pellets overseas,” said
Phoenix Renewable Energy’s devel-
opment director, Steve Walker.
“We’ll be shipping them domesti-
cally.”

The new green giant: wood pellets
For Europe’s utilities, small combustible cylinders are the least expensive way to meet renewable-energy mandates

BAE seeks range of U.S. contracts

Burning wood
pellets is widely
regarded as largely
carbon neutral.

Anthony Zinni

CORPORATE NEWS

By Kaveri Niththyananthan

LONDON—British Airways
PLC’s cabin crews rejected job
cuts and pay freezes proposed by
the airline, U.K. union Unite said
Monday.

Unite will now meet British Air-
ways and a state-funded mediator,
the Advisory, Conciliation and Arbi-
tration Service, Wednesday to re-
convene talks, said a spokesman for
the union, which represents some
14,000 of the airline’s cabin staff.

The U.K. flag carrier is looking
to reduce costs and boost produc-
tivity as the global downturn cuts
into travel demand. Last month,
British Airways told the U.K. gov-
ernment that it might cut as many
as 2,000 cabin-crew jobs, and on
Friday it said that it plans to shed
3,700 jobs by March 31, the end of
its current fiscal year.

Some 7,000 of British Airways’
40,000 employees have already
voluntarily accepted offers of un-
paid leave, unpaid work and part-
time work.

A spokesman for British Air-
ways declined to comment on the
vote, and said it was sticking by its

comments made last week that any
future talks with unions would be
facilitated by ACAS. Tensions have
run high between the airline and
the union, with British Airways fail-
ing to turn up for talks called for by
the union last Wednesday.

British Airways reported its
biggest-ever annual net loss—
£375 million ($615 million)—for
the year ended March 31, and Chief
Executive Willie Walsh recently
told employees the carrier was “in
a fight for survival.” The airline
has grounded planes, postponed
investments and cut staff, but offi-
cials say those steps are insuffi-
cient.

On July 1, Steve Turner, Unite’s
national secretary for aviation, said
he thought British Airways was be-
ing “opportunistic.” Both sides have
stressed they are eager to come to a
deal, but the union is reluctant to al-
low British Airways to use the reces-
sion as a reason to push through per-
manent restructuring.

Mr. Turner has said that if Brit-
ish Airways tries to impose perma-
nent restructuring, the union will
consider its options, which in-
clude taking strike action.
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By Timothy Aeppel

NAZARETH, Pa.—At a bustling
factory on the outskirts of this east-
ern Pennsylvania town, one of the
world’s oldest guitar makers is us-
ing a Depression-era strategy to
keep production flowing and avert
layoffs.

Workers at C.F Martin & Co. are
putting finishing touches on the
solid-wood 1 Series model, so
named for its simplicity. It lacks in-
lay, as did the company’s stripped-
down 1930s model, and is expected
to sell for less than $1,000, breaking
a key price point and far less than its
$100,000 limited-edition guitars
made of Brazilian rosewood. More
popular Martins generally sell for
$2,000 to $3,000.

Initial reaction is promising. The
company, which had sales of $93 mil-
lion last year, introduced the 1 Se-
ries in April and promptly sold out
its first year’s output of 8,000 gui-
tars.

“We needed something so we
wouldn’t have to start laying people
off,” says Chris Martin, the compa-
ny’s chief executive and sixth genera-
tion of his family to lead the closely
held company, which was founded
in 1833 in New York City. Martin em-
ploys about 575 workers, who make
52,000 guitars a year, at the plant
here. It has another factory in Mex-
ico that makes beginner guitars.

Although Martin’s guitars have
been favored by music legends in-
cluding Elvis Presley, Gene Autry
and Eric Clapton—who once said if
he could be reincarnated as any-
thing, it would be as a Martin guitar—
the company began struggling when
consumer spending swooned last

fall. Guitars aren’t necessities, and
anything other than food, shelter or
clothing has felt the downdraft as
job losses mounted, home prices
fell, and investment values dropped.
Since autumn, Martin’s sales have
dropped 20%.

Meanwhile, Martin’s inventories
of its high-end guitars ballooned.
The company eliminated overtime
and didn’t replace workers who re-
tired or quit, cutting its staff by
about 50.

But given the special woodwork-
ing skills involved in guitar making,
Martin wanted to avoid layoffs. The
company figured it is better to find a
way to keep workers occupied than
face the challenge of having to train

new ones after the economy recov-
ers. The solution: Copy what many
big retailers do by offering a lower-
priced alternative. The dilemma
was how to do that without sacrific-
ing quality or muddying its image.

It’s an approach that many be-
lieve saved the company during the
Depression, when Mr. Martin’s
great-grandfather introduced an all-
mahogany unadorned guitar, void of
inlay and frills, which sold for $20 to
$30, a small fraction of the price of
its other trim-laden models.

Stan Werbin, owner of Elderly In-
struments in Lansing, Mich., or-
dered about 20 of the new guitars
and has sold a half-dozen in the past
two months for $800 to $900. “It

was really smart of Martin to come
out with these in the current econ-
omy. They seem to be filling the
niche quite well,” he says.

Mr. Werbin says the new guitars
are in a sweet spot in terms of pric-
ing: under $1,000. “This is the price
range that is not hurting as much.”

“Soundwise, for the money,
they’re very good,” he says, but
aren’t necessarily comparable with
more expensive models.

(Martin has other models that
are even lower priced, but they use
laminate for the backs and sides.
The 1 Series is an all solid wood gui-
tar.)

Others in the $472 million an-
nual acoustic-guitar market are try-

ing something similar. Santa Cruz
Guitar Co., a small California pro-
ducer, recently introduced a “1929
model,” which company President
Richard Hoover says is “not so much
about austerity. But it’s simple, and
most important, something that
feels OK to indulge yourself in dur-
ing difficult times.” The 1929 sells
for $3,500.

Kurt Listug, chief executive of
Taylor Guitars in El Cajon, Calif.,
says he has no intention of develop-
ing less expensive models. He
doesn’t believe the current slump
will make any long-term changes in
the types of guitars consumers want
to buy, so he sees no reason to reach
down market. “This is a passing epi-
sode,” he says.

Not all manufacturers are so
adaptable. Unlike most mass produc-
ers of items like appliances and trac-
tors, Martin’s factory is still largely
run as a handcrafted process. Each
guitar travels through a series of 60
workstations, with more than 300
distinct production steps.

Workers use modern equipment,
including robots that polish guitars
to a high sheen, but much of the
work is still done by hand. Pieces are
fitted and glued by workers
hunched over workbenches. Work-
ers tune each guitar carefully to
make sure its sound is true.

The upshot is extreme flexibility,
which is critical in the recession,
when fortunes turned swiftly and un-
expectedly. The ability to come up
with a new design quickly and with-
out tearing apart a production pro-
cess allowed Martin to get a lower
priced product into stores without a
huge investment.

Subtle differences in construc-
tion are crucial in acoustic guitars.
In the case of the new model, cost
savings included switching to a type
of lacquer that doesn’t require time-
consuming polishing.

“There’s less man-hours in each
instrument,” Mr. Martin says.

By Ethan Smith

A judge called for a quick resolu-
tion to the disputes surrounding
Michael Jackson’s will, and indi-
cated he would appoint two of the
singer’s longtime advisers as the
special administrators of his es-
tate.

In a hearing in Los Angeles
County Superior Court Monday
morning, Judge Mitchell Beckloff
said: “Somebody does need to be at
the helm of this ship” to address
business issues. He named John
Branca, a longtime attorney for Mr.
Jackson, and John McClain, a mu-
sic industry executive, as special ad-
ministrators of the late singer’s es-
tate. That decision appears to be in
keeping with a 2002 will the singer
made out, which names the two as
executors.

But it also highlights some ten-
sions within the Jackson family.
Burt Levitch, a lawyer representing
the singer’s mother, Katherine Jack-
son, said: “Mrs. Jackson just has
concerns about handing over the
keys to the kingdom” to the two
men before their relationship to
the singer could be clarified. “The
named executors are not the
proper people to represent the es-
tate,” Mr. Levitch said in the court-
room.

Mrs. Jackson had petitioned to

be named as the special administra-
tors of her son’s estate, but was de-
nied by Judge Beckloff.

Some representatives of the
Jackson family had previously indi-
cated that the 2002 will might not
be valid. However, in court
Monday, Mr. Jackson’s fam-
ily didn’t move to chal-
lenge the will. The judge
said he will make a ruling
on the validity of the will
on Aug. 3, and that until
then Messrs. Branca and
McClain will manage Mr.
Jackson’s affairs.

Mr. Jackson’s brother
Jermaine on Thursday
sharply criticized at-
tempts to contest the will.
“If Michael makes a will,
no one should contest it,” he told
CNN’s Larry King in a televised in-
terview. “No one.”

The will calls for Mrs. Jackson,
79 years old, to serve as guardian
for the late pop singer’s three chil-
dren. It places his assets in a trust
that benefits Mrs. Jackson and the
children, along with charities.

Meanwhile, Los Angeles police
were bracing for an expected flood
of people attempting to attend the
singer’s memorial service Tuesday.

Spokesmen for the Jackson fam-
ily said 1.6 million people had regis-
tered for 8,750 free pairs of tickets

to the service, which is to take
place at Staples Center, the sports
and entertainment arena owned by
AEG. The company’s concert-pro-
motion arm, AEG Live, was to have
staged 50 concerts by Mr. Jackson

starting later this month.
Given the disparity be-

tween the level of interest
and the number of tickets
available, the Los Angeles
Police Department said
people without both tick-
ets and wristbands
wouldn’t be allowed
within several blocks of
Staples Center on the day
of the event.

Details of the memorial
service weren’t officially
disclosed, but people famil-

iar with the situation indicated
that it would be a theatrical affair,
with many of its elements planned
by Kenny Ortega, the director for
Mr. Jackson’s concert series. The
service will be broadcast live at 10
a.m. Pacific time on at least five TV
networks.

The cause of Mr. Jackson’s
death June 25 remained under in-
vestigation. The Associated Press
reported Friday that a powerful
general-anesthetic drug called
Diprivan had been found in the
rented Los Angeles home where he
collapsed.

Managers of Jackson estate named

At Martin’s Nazareth, Pa., factory, Sophie Eckhart inspects a 1 Series guitar, a lower-priced alternative in the product lineup.

Guitar maker revives no-frills act from ’30s
Company introduces
simple model to sell
for less than $1,000

Michael Jackson

Ferrari finds F1 racing
more difficult this season
the Federation Internationale
d’Automobile, ruled the design le-
gal. And because of the new limita-
tions on in-season testing, Ferrari
admits, reworking the car to the
point where it can overcome Brawn
is virtually impossible.

But critics also have faulted Fer-
rari’s race-day decisions and even
the legendary Mr. Schumacher. At
the Malaysian Grand Prix in April,
Ferrari driver Felipe Massa had to
start in 16th place because the team
overestimated how well his qualify-
ing times would compare to the rest
of the field. Teammate Kimi
Raikkonen’s showing was also com-
promised when the team switched
him to tires for wet surfaces when
the track was still mostly dry. Mr.
Schumacher, a team adviser, was
ripped by former F1 drivers Niki
Lauda and Marc Surer for the deba-
cle, fueling speculation that the leg-
endary figure won’t even be back
with the team next season.

“I have to say that some com-
ments, from those armchair experts
or those who have no idea what goes
on in the life of a team, have abso-
lutely no value and do not even de-
serve a response,” says Mr. Domeni-

cali. The team says it will address in
coming weeks its future relation-
ship with Mr. Schumacher, who
couldn’t be reached for comment, in
the coming weeks.

To be sure, Ferrari isn’t the only
big F1 name having a rough season.
McLaren (sixth), Renault (seventh)
and BMW (eighth) are all well behind
in the constructors’ race for much
the same reason as Ferrari, which
has improved in the past three races.
Lewis Hamilton, the 24-year-old
McLaren star who won the drivers’
championship last season, is shock-
ingly in 11th this year. And Ferrari has
been down before: The team went 15
years without a constructors’ title be-
fore its current run.

In a sense, F1 is getting its wish in
becoming more competitive. “It’s ex-
citing,” says Dan Gurney, a former
Ferrari F1 driver. “I don’t think fans
like the racing to be predictable.” But
Ferrari bristles at the idea that F1 is
better off with the prancing horse
having been taken down a notch.
“We would maintain that Formula
One did not suffer from a lack of inter-
est in the years in which Ferrari was
the dominant force,” Mr. Domenicali
says. “[But] the scene has changed.
We have to get back in the game.”

Continued from page 28
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In a single moment, Roger Federer redefined tennis history,

with a 15th Grand Slam, along with a sixth Wimbledon title,

and reclaimed the ranking of number one player in the world.

Congratulations, Roger, on a lifetime of crowning achievements.
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with a 15th Grand Slam, along with a sixth Wimbledon title,
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Congratulations, Roger, on a lifetime of crowning achievements.
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Acetaminophen overdose can be deadly
Total liver damage
can happen quickly;
heeding drug labels

Ferrari finds it hard to compete in this season’s F1 racing

By Melinda Beck

Whether or not the U.S. Food and
Drug Administration decides to
limit sales of acetaminophen, con-
sumers should know this:

§ It’s easy to take more than the
recommended daily dose without re-
alizing it.

§ The margin between a safe
dose and a potentially lethal one is
small.

§ The first symptoms of an over-
dose seem like the flu, and don't set
in for several days—by which time it
may be too late to save your liver
and consequently your life.

That’s what happened to
Rebecca Drake’s 23-year old sister,

April, who was tak-
ing an acetami-
nophen product for
acid reflux. Ms.
Drake, a pharma-

cist, told an FDA advisory panel last
week that April kept taking more
and more, suffered acute liver fail-
ure and died last year, despite a last-
minute liver transplant.

Unintentional overdoses like that
prompted the panel to recommend
sweeping new limits on acetami-
nophen—includinglowering themaxi-
mum daily dose to 2,600 milligrams
from 4,000 mg; reducing the amount
in a single over-the-counter pill to 325
mg from 500 mg, and banning sales of
ofprescriptionpainrelieversthatcom-
binenarcotics withacetaminophen, in-
cluding Percocet and Vicodin, which
has been the most widely prescribed
drug in the U.S. since 1997. If the full
FDA agrees, it could have a major im-
pact on the pain-relief industry and
the U.S health-care system at large.

Britain has gone much further. Af-
ter a spate of suicides involving ace-
taminophen, or paracetamol, as it is
known there, the U.K. in 1998 ruled
that the drug can be sold only in bot-
tles of 16 500 mg capsules in general

stores, and 32 in pharmacies. The
pills are sold in a blister packs, to cut
down on the possibility that people
could impulsively take a handful of
pills at once. Suicides involving ace-
taminophen have declined since
then, but so have suicides in gen-
eral, so it isn’t clear that there is a
cause-and-effect.

In the U.S., message boards lit up
with complaints that the FDA
shouldn’t deprive millions of people
needed pain relief. “I hope those jerks
who voted to ban Vicodin
get some never ending
chronic pain,” wrote one
poster to WSJ.com’s Health
blog. “READ THE BOX PEO-
PLE!!!!!” wrote another.
Johnson & Johnson’s Mc-
Neil Consumer Healthcare
unit, makers of Tylenol, took
out full page newspaper ads
reminding consumers that
its product is safe at the rec-
ommended dosages.

To be sure, even though
acetaminophen-related
liver problems cause an esti-
mated 450 deaths and
56,000 emergency-room
visits a year, that’s a tiny
fraction of users. Ameri-
cans purchased more than
28 billion doses of acetami-
nophen in 2005; roughly
19% of the U.S. adult popula-
tion uses some form of the
medication in a given week.

Acetaminophen has
grown in popularity in
large part because of its rep-
utation for safety. For generations,
Tylenol ads have painted it as “the
pain reliever hospitals use most” be-
cause it doesn’t cause stomach upset
or bleeding, like rivals ibuprofen and
aspirin can. As a result, acetami-
nophen is in more than 300 over-the-
counter and prescription products,
from headache and cold remedies to
cough syrup and sleep aids.

But pain experts say that very
reputation for safety may be lulling
consumers into complacency. Some
don’t think twice about popping
more than the recommended
amount, or think to read the ingredi-

ents on familiar over-the-counter
products. “The problem—it’s sneak-
ing up on people," says Judith
Kramer, an associate professor of
medicine at Duke University, who
was on the FDA advisory panel. She
also notes that there has been con-
siderable “dose creep” over the
years. “It’s difficult to even find regu-
lar strength Tylenol: all you see is
the 500 mg Extra Strength.”

Some pain specialists agree that
it’s difficult to get patients to focus

on how much they are taking. “It’s
safe as instructed—but if you’re tak-
ing Percocet for your lower back
pain, and Tylenol for your headache,
and cough syrup three times a day
and then you can't sleep so you take
an over-the-counter sleep aid, you
are taking a lot more than you are
aware of,” says Timothy A. Collins, a
neurologist with the Duke Univer-
sity Pain and Palliative Care Clinic.

“Some people don’t even con-
sider Tylenol a drug, so they don’t
tell their doctors,” says Roger Chou,
a pain specialist at Oregon Health
and Sciences University and author

of the American Pain Society’s guide-
lines on opiates.

And opinions vary about what
constitutes a safe level. Many ex-
perts agree that 7,000 mg can cause
severe liver damage in an adult. But
about 10% of the acetaminophen-re-
lated deaths have occurred at levels
between 2,000 and 4,000 mg. People
who drink three alcoholic beverages
a day or have other liver disease are
particularly susceptible.

Doctors can administer an anti-

dote to acetaminophen overdose—
but it must be done within 12 hours,
which may be well before symptoms
have set in. And even though the
liver is capable of regenerating from
some diseases and injuries, that’s
not the case with acetaminophen poi-
soning. “Every cell is being damaged
at once,” says Duke’s Dr. Collins.

The acetaminophen-hydroc-
odone combination in Abbott Labo-
ratories’ Vicoden and its generic
cousins is classified as a Schedule 3
drug under the Controlled Sub-
stances Act. That allows doctors to
prescribe it by phone and write mul-

tiple refills, unlike most narcotics
(including Percocet) that require pa-
tients to obtain a new prescriptions
every month.

Many of those combinations con-
tain 5 mg of the opioid and 500 mg
or 750 mg of acetaminophen. Pa-
tients often develop a tolerance and
take more and more of the opioid to
get the relief, and can end up getting
a mega dose of acetaminophen in
the bargain. “We all think, gosh, it’s
the narcotic that’s dangerous, but

there is a separate level of
concern about the acetami-
nophen that many doctors
don’t tell their patients
about,” says Sandy
Kweder, the FDA’s deputy
director for new drugs.

Even conscientious pa-
tients may not be aware of
how much acetaminophen
is in their prescription
pain reliever because it is
often labeled as APAP—an
acronym for its chemical
name, N-acetyle-para-ami-
nophenol. The FDA asked
state pharmacy boards in
2004 to require acetami-
nophen to be listed on the
bottle, but so far, none has
complied.

This isn’t the first time
the FDA has grappled with
the acetaminophen prob-
lem. In 2002, an advisory
panel recommended that
over-the-counter products
containing the drug be
clearly labeled on the front

ofthepackage.But it took untilDecem-
ber 2006 for the FDA to propose such
a rule, and until April 2009 for it to go
into effect. The FDA also launched a
public education campaign to help
consumers understand the danger,
but it appears to have had little effect.

Given the strong votes, it is likely
that the FDA will take some action.
“But we have to proceed judi-
ciously,” Dr. Kweder says. Some ex-
perts say the FDA is more likely to
limit the amount of acetaminophen
in prescription combinations than
ban them entirely. But any possible
action is likely to take years.
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By Darren Everson

In 1929, Enzo Ferrari started the
venture that bears his name to race
cars, not to sell them. And he defi-
nitely didn’t start it to finish fourth.

But that’s where Ferrari stands
now, a distant fourth, as the For-
mula One season passes the halfway
point on Sunday with the German
Grand Prix. The top team in F1 his-
tory, and arguably the only dynasty
in a major sport today, is in the
midst of a shocking collapse.

The Scuderia Ferrari team—win-
ner of eight championships in the
past 10 years—can hardly compete
this season, let alone win. The best
showing by either of Ferrari’s driv-
ers through eight races was a third-
place finish—which happened once.
“They’re basically not competitive,”
says former Ferrari driver Mario An-
dretti. “It’s the surprise of the de-
cade, for sure.”

Well, not entirely a surprise. For
the 2009 season, F1 made landmark
rules changes regarding the cars’
aerodynamics and the amount of
testing that can be done on them.

The result: The sport has become
more competitive, and deep-pock-
eted teams such as Ferrari and
McLaren can no longer bludgeon the
opposition with their checkbooks.

For a brand whose identity is
built on racing supremacy, it is a
moral imperative to get back on top.
“You only have to glance at the
grandstands to see that the pranc-
ing-horse banners are always the
most numerous,” says team princi-
pal Stefano Domenicali. But Brawn
GP, a far-worse-financed team
owned by former Ferrari technical
director Ross Brawn, is well out in
front this year, with Red Bull in sec-
ond. Ferrari is virtually out of the
running, leaving fans to wonder
what has gone wrong with the sea-
son.

“I think the fact that the top-four
teams in 2008 are all going through
a difficult year is already one an-
swer to this question,” Mr. Domeni-
cali says. “Ferrari, McLaren, BMW
and Renault worked practically
right up to the end of last season on
developing that year’s car, inevita-
bly sacrificing design time on the fol-

lowing year’s car. Having said that,
one has to praise those like Brawn
and Red Bull.”

Formula 1 consists of 10 teams of
two drivers each vying not only for a
drivers’ championship but also for a
constructors’ title, the honor given
to the top car constructor. “Part of
the fascination of F1 is that the cars

are so whiz-bang,” says Bob Varsha,
an F1 announcer for Speed TV. “It’s a
space race.”

The richest F1 teams spend up-
ward of $300 million a season tweak-
ing their racers, whose cutting-edge
aerodynamics enable them to take
some corners at over 290 kph, and
paying their drivers, who are consid-
ered the best on earth. Michael Schu-

macher, a former F1 champion with
Ferrari, once commanded a $40 mil-
lion annual salary.

Leading the way has long been
Ferrari, which has won the most
drivers’ and constructors’ champi-
onships—15 and 16, respectively.
Founded as Scuderia Ferrari (scude-
ria means “stable,” as in a stable or
team of drivers), the company ini-
tially focused just on racing cars.
Mr. Ferrari began selling them only
two decades later as a means to fi-
nance the racing—and in his view,
the cars had to keep winning. Other-
wise, as author A.J. Baime wrote in
“Go Like Hell,” a book about Ferra-
ri’s rivalry with Ford in the 1960s:
“Why would a wealthy sportsman
buy a Ferrari if a Jaguar had proved
the finer machine on the track?”

Still, despite the F1 results and the
economic slowdown, Ferrari sales
are holding up relatively well. Sales
fell 10% in the first quarter of 2009,
compared to 37% for rival Lambo-
rghini and 48% for Maserati. “It is def-
initely the world-wide economic cri-
sis which concerns us more,” says
Dany Bahar, the head of Ferrari’s com-

mercial and brand-development de-
partment. “The team knows what
they have to do to improve the re-
sults of F1, and one year cannot de-
lete a long winning history.”

This season, though, the finest
machine is clearly the Brawn car,
driven by Jenson Button, who has
won six of the eight races so far.
Brawn’s advantage was that, while
Ferrari fought and ultimately de-
feated McLaren for the constructors’
crown late last year, it was out of the
running and thus could focus on
2009. The new year, everyone knew,
would feature the most dramatic
rule changes in decades, which were
largely aimed at making it easier for
drivers to pass one another.

The pivotal change involved the
cars’ aerodynamics—and ambiguity
in the new rules. Three teams, in-
cluding Brawn, used a different de-
sign for the diffuser, a device at the
rear of the car, which creates down-
force, than other teams thought was
legal. This gives those cars greater
stability. Ferrari and other teams
protested, but F1’s governing body,

Please turn to page 29
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Ferrari sales are
holding up relatively
well despite the F1
results and economy.

The U.S. is deciding whether to limit sales of acetaminophen, the active ingredient in Tylenol.
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Designer Valli signs deal
Burani to license
fashions amid decline
in luxury spending

The Burani licensing deal would give designer Giambattista Valli a stronger base
on which to build his five-year-old namesake brand.
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CORPORATE NEWS

By Sofia Celeste

ROME—Italy’s Mariella Burani
Fashion Group said it has signed a
five-year contract to make and dis-
tribute the ready-to-wear collection
of Italian fashion designer Giambat-
tista Valli, a deal aimed at expand-
ing both companies as the luxury-
goods industry suffers through the
economic crisis.

The licensing deal would give the
43-year-old Mr. Valli a stronger base
on which to build his five-year-old
namesake brand, which has gar-
nered international attention

through fashion mavens like Queen
Rania of Jordan and actress Sarah
Jessica Parker.

Burani, which is listed on the Mi-
lan stock exchange, expects Mr. Val-
li’s ready-to-wear collections to gen-
erate around Œ60 million ($84 mil-
lion) in sales over the next three
years. Mr. Valli, who until now has
produced and distributed clothes
via another Italian company, had
Œ20 million in sales last year on his
ready-to-wear line and other busi-
nesses.

Partnering with the Giambat-
tista Valli label, which is sold in key
markets such as the U.S. and Middle
East, is likely to boost the fashion ca-
chet of Burani, which owns its own
brands and distributes other labels,
including La Perla, under license.

The deal is a blow to Burani’s ri-
val, Italy’s Gilmar Group, which has

been making and distributing Mr.
Valli’s collections since he first
launched his label in 2004. Mr. Valli
was Gilmar’s most important cre-
ative figure; he also designed for its
Iceberg brand.

Burani and Mr. Valli are also con-
sidering the possibility of starting
an accessories line under the Giam-
battista Valli name. Financial de-
tails of the deal, including the break-
down of profits between the two
companies, weren’t disclosed.

In an interview, Mr. Valli said the
licensing deal will allow him to stay
independent, without seeking finan-
cial partners to take a stake in his
business. “I want to keep this inde-
pendence. This is important from
even a creative point of view,” said
the designer, who shows his collec-
tions in Paris. “I am not involved
with any investors or bankers. It is

therefore very important to orga-
nize my business from a licensing
point of view.”

At first seemingly resilient to

the global economic downturn,
the Œ175 billion luxury-goods busi-
ness is now suffering as high-
spending consumers cut back. Prof-
itability for the global industry as
a whole, as measured by earnings
before interest, tax, depreciation
and amortization, is expected to
fall 21% in 2009, according to Altag-
amma, an association of Italian
high-end fashion companies.

Though few players are im-
mune, the situation has been par-
ticularly difficult for small, inde-
pendent fashion brands that are
struggling to boost sales, pay off
debts and cut costs—without be-
ing able to rely on the financial res-
ervoirs of big groups such as
LVMH Moët Hennessy Louis Vuit-
ton SA or PPR SA.

Italian company Itierre SpA,
which produces ready-to-wear col-
lections for Italian designer Roberto
Cavalli, and Itierre’s parent com-
pany It Holding filed for bankruptcy
protection in February after run-
ning out of money to service its debt
or make royalty payments to design-
ers, including Mr. Cavalli.

In an attempt to better manage
their businesses and find ways to
fuel sales, some independent fash-
ion companies, including Salvatore
Ferragamo SpA and Gianni Versace
SpA, have recently hired nonfamily
executives and branched out into
new areas, such as furniture, hotels
and interior design.

Burani—which designs, pro-
duces and distributes high-end foot-
wear, leather accessories and jew-
elry collections—has also been hit
by the global slump in demand. The
company, which posted Œ700 mil-
lion in sales in 2008, is currently
evaluating a debt restructuring
plan. The company sees new li-
censes as a way to bolster revenue
and expand.

The Valli license “could help us
enter into other markets that we are
really interested in such as in the ex-
Soviet bloc,” said Andrew Burani,
managing director of the company’s
product and operations, in an inter-
view. “We have about 10 collections
and we have the potential to do
more. We are currently in talks for
more licenses.”

Mr. Valli’s clothes are currently
distributed in more than 220 loca-
tions in 42 countries. The new li-
cense will kick off with Mr. Valli’s
pre-Fall/Winter 2010 collection. In
the interview, Mr. Valli said that
smaller companies such as his may
be able to emerge from the eco-
nomic crisis strongly because they
don’t have too many overhead costs
such as factories and expensive bou-
tiques around the world.

“Small independent houses are
going to surprise,” Mr. Valli said.
“They are the ones that have the po-
tential to really jump as they are
more agile,” he said.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.80 $24.80 0.21 0.85%
Alcoa AA 43.30 9.26 –0.60 –6.09%
AmExpress AXP 19.40 23.52 1.25 5.61%
BankAm BAC 352.50 12.15 –0.49 –3.88%
Boeing BA 6.80 40.56 –0.27 –0.66%
Caterpillar CAT 10.60 31.70 –0.04 –0.13%
Chevron CVX 9.80 64.14 –0.28 –0.43%
CiscoSys CSCO 34.80 18.53 0.03 0.16%
CocaCola KO 8.00 49.00 0.12 0.25%
Disney DIS 13.70 23.09 0.25 1.09%
DuPont DD 6.40 25.33 0.55 2.22%
ExxonMobil XOM 29.40 68.10 –0.39 –0.57%
GenElec GE 62.90 11.48 0.02 0.17%
HewlettPk HPQ 11.70 37.73 –0.12 –0.32%
HomeDpt HD 12.30 22.88 0.07 0.31%
Intel INTC 44.00 16.54 –0.18 –1.08%
IBM IBM 6.20 101.65 –0.08 –0.08%
JPMorgChas JPM 57.30 32.60 0.33 1.02%
JohnsJohns JNJ 12.40 56.62 0.64 1.14%
KftFoods KFT 11.10 26.44 0.48 1.85%
McDonalds MCD 7.20 57.99 0.54 0.94%
Merck MRK 22.40 27.89 0.88 3.26%
Microsoft MSFT 46.00 23.20 –0.17 –0.73%
Pfizer PFE 52.90 14.57 0.09 0.62%
ProctGamb PG 15.50 52.17 1.06 2.07%
3M MMM 5.70 60.67 0.42 0.70%
TravelersCos TRV 4.50 39.94 0.74 1.89%
UnitedTech UTX 6.10 50.90 0.66 1.31%
Verizon VZ 12.30 30.36 0.18 0.60%
WalMart WMT 19.10 47.73 –0.06 –0.13%

Dow Jones Industrial Average P/E: 12
LAST: 8324.87 s 44.13, or 0.53%

YEAR TO DATE: t 451.52, or 5.1%

OVER 52 WEEKS t 2,907.09, or 25.9%

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

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

JPMorgan $848 9.0% 49% 27% 23% 1%

BNP Paribas 569 6.0% 27% 50% 15% 7%

Deutsche Bank 526 5.6% 24% 39% 31% 6%

UBS 506 5.4% 30% 24% 45% 1%

Citi 478 5.1% 31% 31% 35% 2%

RBS 467 5.0% 36% 46% 10% 8%

Credit Suisse 466 5.0% 23% 51% 25% 1%

Goldman Sachs 455 4.8% 33% 22% 45% …%

Bank of America Merrill Lynch 417 4.4% 33% 29% 36% 3%

Source: Dealogic

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

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

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

Repsol YPF  120 –4 –15 –22 Valeo 311 4 19 76

TDC  128 –4 –12 4 UPM Kymmene  456 6 4 113

Imperial Tob Gp  162 –3 –18 –5 Bay Motoren Werke 177 6 –3 26

Norske Skogindustrier  1227 –2 –16 222 Contl 995 6 90 202

Bco Bilbao Vizcaya Argentaria  90 –2 –9 3 Stora Enso  566 7 10 108

Inv  108 –2 –12 –11 Renault 418 7 –49 49

Technip 130 –2 –10 –9 ITV  487 8 ... –110

Smiths Gp  87 –2 –12 –11 C de Aho Vlncia Castlln Alicnte Bcaja 559 8 2 15

AB Electrolux  84 –2 –6 4 Rhodia 968 11 –20 158

FKI  153 –2 –2 46 TUI  1539 19 –25 71

Source: Markit Group

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

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

Roche Hldg Part. Cert. Switzerland Pharmaceuticals $96.7 149.90 2.32% –16.3% –27.7%

British Amer Tob U.K. Tobacco 57.1 17.40 1.75 –0.8 23.7

Vodafone Grp U.K. Mobile Telecoms 109.1 1.16 1.72 –25.2 –3.3

GlaxoSmithKline U.K. Pharmaceuticals 99.5 10.75 1.13 –8.9 –30.0

Unilever Netherlands Food Products 41.6 17.44 1.10 –3.5 –1.2

Rio Tinto U.K. General Mining $46.7 18.85 –6.96% –59.1 –19.5

Anglo Amer U.K. General Mining 35.4 16.29 –4.96 –48.4 –27.9

ArcelorMittal Luxembourg Iron & Steel 46.7 21.50 –4.72 –61.1 ...

ING Groep Netherlands Life Insurance 19.3 6.67 –4.52 –66.9 –78.3

BHP Billiton U.K. General Mining 46.5 12.88 –4.28 –27.1 21.4

...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

Astrazeneca 63.0 26.76 1.00% 13.9% –18.4%
U.K. (Pharmaceuticals)
Novartis 106.3 43.80 0.92 –24.6 –35.3
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 79.1 43.20 0.90 –4.3 –44.4
France (Pharmaceuticals)
France Telecom 59.3 16.31 0.46 –19.1 –4.1
France (Fixed Line Telecoms)
Nestle S.A. 145.3 41.32 0.44 –10.1 8.2
Switzerland (Food Products)
Koninklijke Phlps 17.4 12.83 0.43 –39.0 –46.5
Netherlands (Consumer Electronics)
Deutsche Telekom 50.6 8.34 0.30 –24.4 –34.3
Germany (Mobile Telecoms)
UBS 38.4 12.96 ... –35.1 –78.1
Switzerland (Banks)
Diageo 40.2 8.99 –0.17 1.9 –2.1
U.K. (Distillers & Vintners)
BASF 35.3 27.60 –0.22 –35.4 –12.4
Germany (Commodity Chemicals)
L.M. Ericsson Tel B 28.3 74.50 –0.27 15.2 –36.3
Sweden (Telecoms Equipment)
SAP 47.4 27.75 –0.32 –17.9 –33.0
Germany (Software)
HSBC Hldgs 141.1 5.06 –0.50 –24.7 –40.0
U.K. (Banks)
Tesco 44.3 3.49 –0.57 –3.6 0.1
U.K. (Food Retailers & Wholesalers)
Nokia 53.8 10.32 –0.58 –35.0 –33.2
Finland (Telecoms Equipment)
Telefonica S.A. 104.1 15.90 –0.63 –8.6 20.9
Spain (Fixed Line Telecoms)
GDF Suez 82.0 26.08 –0.76 –34.7 1.7
France (Multiutilities)
Credit Suisse Grp 51.7 47.62 –0.79 9.3 –30.0
Switzerland (Banks)
Allianz SE 40.4 64.14 –0.87 –42.2 –47.8
Germany (Full Line Insurance)
Bayer 42.7 37.06 –0.91 –32.6 1.1
Germany (Specialty Chemicals)

BNP Paribas S.A. 67.4 46.30 –0.98% –19.3% –39.7%
France (Banks)
Siemens 59.7 46.88 –1.03 –33.8 –30.8
Germany (Diversified Industrials)
Iberdrola S.A. 38.0 5.46 –1.09 –41.3 –17.3
Spain (Conventional Electricity)
Assicurazioni Gen 28.2 14.37 –1.37 –37.7 –42.5
Italy (Full Line Insurance)
Barclays 52.2 2.93 –1.43 3.8 –51.4
U.K. (Banks)
Banco Bilbao Viz 45.9 8.79 –1.51 –25.4 –46.7
Spain (Banks)
ABB 35.2 16.50 –1.67 –41.4 7.6
Switzerland (Industrial Machinery)
Daimler 36.3 24.57 –1.72 –36.9 –36.6
Germany (Automobiles)
Soc. Generale 30.1 37.25 –1.74 –30.7 –65.8
France (Banks)
BG Grp 58.2 10.04 –1.95 –19.7 35.4
U.K. (Integrated Oil & Gas)
E.ON 65.9 23.66 –1.99 –45.5 –21.8
Germany (Multiutilities)
Total S.A. 122.0 36.95 –2.03 –29.7 –29.2
France (Integrated Oil & Gas)
Banco Santander 94.9 8.36 –2.34 –21.0 –22.8
Spain (Banks)
BP 156.2 4.67 –2.62 –18.4 –27.6
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 36.6 2.22 –2.63 –39.5 –50.7
Italy (Banks)
ENI 91.6 16.42 –2.67 –30.0 –30.2
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 84.2 17.05 –2.82 –33.5 –36.4
U.K. (Integrated Oil & Gas)
UniCredit 40.5 1.74 –2.85 –43.9 –65.8
Italy (Banks)
AXA S.A. 36.3 12.48 –2.95 –32.6 –52.0
France (Full Line Insurance)
Deutsche Bk 35.7 41.31 –3.24 –24.3 –53.2
Germany (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 0.79% 0.70% 2.2% 4.7% -3.3%
Event Driven 0.21% 1.95% 4.1% 6.5% -22.0%
Equity Market Neutral 0.33% 0.52% -1.2% -3.3% -12.7%
Equity Long/Short 0.19% 0.80% 1.2% 0.7% -17.9%

*Estimates as of 07/02/09, 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 1.14 103.23% 0.02% 1.87 1.02 1.36

Eur. High Volatility: 11/1 2.22 106.69 0.04 3.89 2.03 2.72

Europe Crossover: 11/1 7.34 108.65 0.10 9.71 6.60 7.98

Asia ex-Japan IG: 11/1 1.87 107.24 0.04 3.84 1.58 2.47

Japan: 11/1 2.03 113.70 0.05 4.33 1.41 2.47

 Note: Data as of July 3

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.
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Bankruptcy judge approves
GM asset sale to government

Beijing Auto in running for Opel

By Nico Schmidt

FRANKFURT—To reduce their de-
pendence on the stagnating automo-
tive market, German car-industry
suppliers, such as Robert Bosch
GmbH, Leoni AG and KUKA AG, are
seeking to diversify by building up
operations in the aerospace, energy
or medical-technology sectors.

It is a smart move, industry ex-
perts say, but also a risky one. Com-
panies branching out into new
fields might make a bet on the
wrong sector, or their timing might
be off. If suppliers don’t do careful
research, the high starting costs
won’t pay off, said Bankaus Metzler
analyst Jürgen Pieper. “I would
have to calculate that well, as the
cost effort should flow back in less
than 10 years,” he said.

The economic downturn has left
deep marks on many car suppliers’
balance sheets as the auto industry
undergoes the most severe crisis
since World War II. Vehicle sales are
plummeting in almost all major auto
markets. While some governments,
including Germany’s, have come to
the rescue of car makers with scrap-
ping incentives to encourage con-
sumers to buy new vehicles, suppli-
ers have been left out in the cold.

Car makers are currently mostly
selling cars from their inventories,
meaning that the suppliers’ parts
have already been booked.

An end to the auto crisis “is no-
where to be seen,” said German auto-
motive-industryassociationVDA.Ac-
cording to the most recent VDA data,
German car suppliers’ sales fell
nearly 10% in 2008 from the previous
yearto about Œ68billion($95billion).
In the five preceding years, sales for
the sector had increased by a third.

Financially strong companies
such as Robert Bosch, which ac-
quired solar company Ersol last
year, have leeway to explore com-
pletely new business fields through
acquisitions. But not every company
has the capital strength for such a
move.

Leoni, a supplier of wires, cables
and wiring systems, is looking at the
possibility of applying existing prod-
ucts in new areas with low costs. For
example, car-production know-how
can be applied to the aviation or
train sectors.

Leoni’s dependence on the auto-
motive sector increased dramati-

cally after the company took over
the wiring-systems unit of French ri-
val Valeo SA in 2007. The MDAX-
listed company generates 70% of
sales through business with the auto
industry, but it aims to reduce this
share to below 60% in the medium
term by expanding into aviation and
medical technology, as well as into
cabling in infrastructure projects.

“Leoni has examined in which ar-
eas outside the auto industry they
can use the existing know-how,”
said M.M. Warburg analyst Marc-
Rene Tonn. The sectors are well cho-
sen in terms of transferring Leoni’s
competencies, Mr. Tonn said, adding
that the company has found a good
way to reduce its dependence on the
flagging auto sector.

However, it will take some time
for the company’s efforts to bear
fruit, because Leoni faces financial
restrictions and growth through ac-
quisitions is only possible to a lim-
ited extent.“Big acquisitions, with
the aim of bringing us closer to re-
ducing sales made with the auto in-
dustry to 60%, won’t take place this
year,” a Leoni spokesman said.

Meanwhile, robotics and engi-
neering company KUKA sees avia-
tion, medical technology and the so-

lar sector as promising fields.
Bankhaus Metzler analyst Eerik

Budarz said KUKA’s effort to explore
new areas should be manageable, as
a robot built for an auto-industry as-
semble can be redirected to another
sector.

“KUKA has a very wide scope of
sectors and directions which could
be taken,” Mr. Budarz said.

KUKA’s share of sales made
through business with the auto in-
dustry is set to shrink to about 50%
from about 70% currently. In May,
the company got an order to build fa-
cilities for airplane assembly, as well
as for a facility to produce crystal-
line solar modules.

The trend toward diversification
among suppliers can also be seen
world-wide. The most recent Global
Automotive Barometer, a survey con-
ducted by A.T. Kearney’s market-re-
search institute SupplierBusiness,
shows that more than a half of about
180 car suppliers interviewed are
considering branching out from the
auto industry.

Götz Klink, an analyst with A.T.
Kearney, said: “The diversification
must be strategically thought
through—that means fit the existing
business.”

Parts suppliers diversify
Bosch, Leoni, KUKA
set sights on energy,
aerospace, medicine

U.K. to allow expiration
of car-buying incentives

By Mike Spector

A federal judge approved the sale
of General Motors Corp.’s assets to
a new government-run company, re-
moving a key hurdle to the auto mak-
er’s plan to exit bankruptcy.

Judge Robert E. Gerber of the
U.S. Bankruptcy Court for the South-
ern District of New York issued an
87-page ruling late Sunday allowing
the sale to go forward. He rejected
pleas from dissident bondholders
and product-liability claimants who
objected to GM’s plans.

Steve Rattner, a senior member of
U.S. President Barack Obama’s auto-
industry task force, said Monday that
the administration is confident that
the ruling will stand against appeals
and that plans for the new company
will “proceed expeditiously.”

“It’s a very good day for General
Motors and implicitly for all of us,”
Mr. Rattner told reporters.

Judge Gerber said the only alter-
native to GM’s plans would be liqui-
dation, “a disastrous result for GM’s
creditors, its employees, the suppli-
ers who depend on GM for their own
existence, and the communities in
which GM operates. In the event of a
liquidation, creditors now trying to
increase their incremental recover-
ies would get nothing.”

The ruling paves the way for
GM’s government-brokered restruc-
turing, in which the auto maker will
move its “good” assets—including
automotive brands Chevrolet, Cadil-
lac, Buick and GMC—to a new com-
pany owned by the U.S. Treasury.
The sale approval clears the way for
GM to potentially exit bankruptcy in
less than two months.

In the deal, the U.S. government
will take about a 61% stake in the
new GM after lending the auto
maker more than $50 billion. The Ca-
nadian government, which also
aided GM, will hold about 12%. A re-

tiree health-care trust for the
United Auto Workers union will get
a 17.5% stake, while unsecured bond-
holders will get a 10% stake.

Judge Gerber’s ruling came after
four days of hearings on the deal
and 850 objections. Dissident bond-
holders and car-accident victims
with product-liability claims,
among others, argued against the
sale, saying it trampled their rights.

Bondholders said GM’s sale pro-
posal ducked the bankruptcy code’s
requirement for companies to sub-
mit traditional reorganization plans
subject to creditors’ approval. GM
said a speedy sale was necessary to
get GM in an out of court quickly, or
risk liquidation.

The government had set a dead-
line of July 10 for the sale to be ap-
proved.

Harry Wilson, a member of the
administration’s auto task force, tes-
tified in bankruptcy court last week
that the government wouldn’t fi-
nance GM beyond that date. Law-
yers for bondholders argued the gov-
ernment was bluffing.

Judge Gerber rejected the bond-
holders’ argument, saying it was
“wholly unrealistic” to attempt to
make GM reorganize through a tradi-
tional Chapter 11 plan subject to
creditors’ approval. “In fact, the no-
tion that a reorganization plan con-
firmation could be completed in 90
days in a case of this size and com-
plexity is ludicrous, especially when
one is already on notice of areas of
likely controversy,” the judge wrote.

GM and the government hope to
close the deal quickly, but could face
appeals.

Steve Jakubowski, a lawyer for
product-liability claimants, said he
would appeal the ruling because it
didn’t require the “new GM” to be re-
sponsible for pending lawsuits from
car-accident victims that arose be-
fore the auto maker’s bankruptcy.

FOCUS ON AUTOMOBILES

Robotics manufacturer KUKA sees medical technology as a promising field as it
reduces dependence on auto makers. Above, its Cyberknife, a radio-surgery tool

By Nicholas Winning

And Laurence Norman

LONDON —The U.K. government
Monday signaled it won’t extend in-
centives that encourage car owners
to scrap older vehicles, one of sev-
eral similar plans across Europe
that have helped new-car sales.

“We always made it clear that (the
plan) would be capped—it was a fixed
period of time, and when it comes to
an end, then the market must be al-
lowed to get back to normal,” Busi-
ness Secretary Peter Mandelson told
the U.K. news channel Sky News.

The plan offers motorists £2,000,
or about $3,300, in discounts on new
cars when they trade in vehicles that
are over 10 years old. The govern-
ment, which splits the cost of the dis-
count with auto manufacturers, set
aside £300 million to fund the plan.
The incentives are available until
March 2010 but couldbe exhausted be-
fore that date if participation is high.

That looks increasingly likely. An-
alysts say that if current levels of de-
mand continue, the plan could be
drained by the fall. The government
last week said that 87,000 orders
had been placed under the car-scrap-
ping plan as of June 21.

“What we’ve done in the mean-
time is give a shot in the arm to the
car industry,” said Mr. Mandelson.

U.K. new-car registrations, a
measure of sales, in June fell 16%
from the same month a year ago, the
smallest year-on-year drop since
July 2008, according to the Society
for Motor Manufacturers and Trad-
ers, which compiles the data. New-
car registrations last month totaled
176,264 vehicles, compared with
209,190 in June last year. Registra-
tions to private buyers, as opposed
to businesses, in June posted the
first year-on-year rise since Novem-
ber 2007, by increasing 3.9%.

Across Western Europe in June,
car markets got a dose of relief from
government scrapping plans. Germa-
ny’s version, which applies to vehicles
over eight years old and offers Œ2,500
in discounts on new models, has had a
dramatic impact on sales. Registra-
tions last month climbed 40% from a
year earlier to 427,140 vehicles.

Western European car sales in
June grew 4.1% on the year to 1.37
million, fueled by incentives in key
markets, according to J.D. Power Au-
tomotive Forecasting. Sales edged
up from a year earlier for the first
time in more than a year.

By Norihiko Shirouzu

BEIJING—General Motors Corp.
considers Beijing Automotive Indus-
try Holding Co. “a formidable bid-
der” for its Adam Opel GmbH unit,
whose offer could threaten an earlier
bid by Magna International Inc.

GM, which in recent weeks has de-
scribed Magna as the front-runner to
take over the European business, is in-
creasingly attracted to the offer from
Beijing Auto, which the Chinese state-
owned car maker submitted last
week, said a person close to GM.

GM is “becoming more enthusias-
tic about potentially striking a deal
with Beijing Auto,” the person said.

The offer from Beijing Auto,

which is being advised by a former se-
nior GM executive, is valued at Œ660
million ($922.5 million). An advan-
tage of the offer, according to the
knowledgeable person, is that Beijing
Auto doesn’t plan to close any Opel
factories in Germany, and it would
ask only Œ2.64 billion in German gov-
ernment guarantees, much less than
the Œ4.5 billion Magna is asking for.

GM signed a nonexclusive memo-
randum of understanding in May to
sell a majority stake in Opel and Brit-
ish sister brand Vauxhall to Magna,
whose bid is backed by Russia’s Sber-
bank Rossia and auto maker OAO
GAZ Group.

In recent weeks, GM stepped up
talks with Beijing Auto and with RHJ

International SA, a Brussels-based in-
dustrial holding company linked to
U.S. buyout group Ripplewood Hold-
ings LLC, because GM’s negotiations
with Magna encountered some poten-
tial issues. One potential hitch is over
what kind of access to GM’s technol-
ogy Sberbank and OAO GAZ might
gain through Opel.

Beijing Auto’s offer also has poten-
tial problems, including the potential
competitive threat that a Beijing
Auto-owned Opel might pose to GM’s
business in China. GM is hopeful that
Beijing Auto would agree to limit the
scope of technology it might use in
Opel cars for the Chinese market.
 —Christoph Rauwald

contributed to this article.
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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.

2.76% 12 World -a % % 180.49 –0.96% –30.3% 4.91% 11 U.S. Select Dividend -b % % 501.87 –0.02% –21.4%

2.21% 14 Global Dow 1076.70 –0.38% –25.6% 1589.73 –1.10% –33.9% 4.60% 15 Infrastructure 1226.40 0.04% –18.2% 1625.47 –0.68% –27.4%

3.37% 26 Stoxx 600 201.70 –1.17% –28.8% 209.72 –1.74% –36.7% 1.90% 6 Luxury 666.90 –1.02% –17.2% 786.06 –1.73% –26.5%

3.53% 17 Stoxx Large 200 216.50 –1.09% –29.2% 223.86 –1.66% –37.1% 6.86% 4 BRIC 50 340.60 –2.39% –19.7% 451.48 –3.09% –28.7%

2.54% -17 Stoxx Mid 200 185.70 –1.41% –26.5% 192.04 –1.99% –34.7% 4.34% 11 Africa 50 704.80 –1.39% –27.3% 621.88 –2.10% –35.5%

2.74% -28 Stoxx Small 200 114.90 –1.81% –26.3% 118.78 –2.38% –34.5% 3.50% 7 GCC % % 1314.73 –3.62% –54.3%

3.35% 19 Euro Stoxx 218.00 –1.38% –31.0% 226.68 –1.95% –38.7% 3.46% 12 Sustainability 673.30 –0.56% –24.3% 791.96 –1.07% –32.7%

3.51% 14 Euro Stoxx Large 200 231.90 –1.34% –31.5% 239.60 –1.92% –39.1% 2.63% 12 Islamic Market -a % % 1568.17 –1.32% –29.0%

2.58% -12 Euro Stoxx Mid 200 206.90 –1.47% –29.2% 213.68 –2.04% –37.1% 2.93% 11 Islamic Market 100 1450.30 –0.10% –17.1% 1729.08 –0.61% –26.2%

2.82% 16 Euro Stoxx Small 200 125.00 –1.70% –28.1% 129.06 –2.26% –36.1% 2.93% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1121.80 –1.43% –29.9% 1336.50 –2.00% –37.7% 2.22% 12 DJ U.S. TSM % % 9154.61 –0.50% –27.9%

5.19% 9 Euro Stoxx Select Div 30 1290.30 –1.82% –41.5% 1543.20 –2.39% –48.0% % DJ-UBS Commodity 117.30 –1.33% –42.4% 118.60 –2.00% –48.8%

*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 1.2633 2.0472 1.1598 0.1607 0.0401 0.1944 0.0133 0.3215 1.7592 0.2363 1.0866 ...

 Canada 1.1626 1.8840 1.0673 0.1478 0.0369 0.1789 0.0123 0.2959 1.6190 0.2174 ... 0.9203

 Denmark 5.3464 8.6644 4.9086 0.6799 0.1699 0.8227 0.0564 1.3608 7.4454 ... 4.5989 4.2322

 Euro 0.7181 1.1637 0.6593 0.0913 0.0228 0.1105 0.0076 0.1828 ... 0.1343 0.6177 0.5684

 Israel 3.9290 6.3673 3.6072 0.4997 0.1249 0.6046 0.0415 ... 5.4715 0.7349 3.3796 3.1102

 Japan 94.7600 153.5681 86.9996 12.0509 3.0113 14.5809 ... 24.1181 131.9628 17.7241 81.5105 75.0120

 Norway 6.4989 10.5321 5.9667 0.8265 0.2065 ... 0.0686 1.6541 9.0504 1.2156 5.5902 5.1445

 Russia 31.4680 50.9970 28.8909 4.0019 ... 4.8421 0.3321 8.0092 43.8223 5.8858 27.0681 24.9101

 Sweden 7.8633 12.7433 7.2193 ... 0.2499 1.2099 0.0830 2.0013 10.9504 1.4708 6.7638 6.2246

 Switzerland 1.0892 1.7652 ... 0.1385 0.0346 0.1676 0.0115 0.2772 1.5168 0.2037 0.9369 0.8622

 U.K. 0.6171 ... 0.5665 0.0785 0.0196 0.0949 0.0065 0.1571 0.8593 0.1154 0.5308 0.4885

 U.S. ... 1.6206 0.9181 0.1272 0.0318 0.1539 0.0106 0.2545 1.3926 0.1870 0.8602 0.7916

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 344.25 –13.25 –3.71% 707.00 302.00
Soybeans (cents/bu.) CBOT 963.00 –43.00 –4.27 1,557.50 670.00
Wheat (cents/bu.) CBOT 519.25 –9.75 –1.84 1,072.00 517.50
Live cattle (cents/lb.) CME 84.425 –0.450 –0.53 117.500 78.075
Cocoa ($/ton) ICE-US 2,474 –20 –0.80 3,237 1,950
Coffee (cents/lb.) ICE-US 118.10 0.30 0.25% 183.30 109.00
Sugar (cents/lb.) ICE-US 17.32 –0.26 –1.48 18.09 11.05
Cotton (cents/lb.) ICE-US 60.24 –0.68 –1.12 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,129.00 –46 –2.11 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,576 9 0.57 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,345 7 0.52 2,324 1,250

Copper (cents/lb.) COMEX 226.25 –4.30 –1.87 375.35 129.55
Gold ($/troy oz.) COMEX 924.30 –6.70 –0.72 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1323.80 –17.00 –1.27 2,009.00 886.00
Aluminum ($/ton) LME 1,584.00 –38.00 –2.34 3,340.00 1,288.00
Tin ($/ton) LME 14,200.00 –60.00 –0.42 23,700.00 9,750.00
Copper ($/ton) LME 4,860.00 –135.00 –2.70 8,400.00 2,815.00
Lead ($/ton) LME 1,661.50 –48.50 –2.84 2,225.00 870.00
Zinc ($/ton) LME 1,519.00 –46.00 –2.94 2,034.50 1,065.00
Nickel ($/ton) LME 15,445 –905 –5.54 22,000 9,000

Crude oil ($/bbl.) NYMEX 64.05 –2.68 –4.02 139.50 43.42
Heating oil ($/gal.) NYMEX 1.6266 –0.0750 –4.41 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 1.7404 –0.0504 –2.81 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 3.487 –0.128 –3.54 12.038 3.369
Brent crude ($/bbl.) ICE-EU 64.45 –1.66 –2.51 134.00 44.13
Gas oil ($/ton) ICE-EU 527.00 –12.25 –2.27 1,267.00 401.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 6
Per In

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

Argentina peso-a 5.3006 0.1887 3.8063 0.2627

Brazil real 2.7528 0.3633 1.9768 0.5059

Canada dollar 1.6190 0.6177 1.1626 0.8602
1-mo. forward 1.6187 0.6178 1.1624 0.8603

3-mos. forward 1.6181 0.6180 1.1619 0.8607
6-mos. forward 1.6175 0.6183 1.1615 0.8610

Chile peso 752.84 0.001328 540.60 0.001850
Colombia peso 2943.12 0.0003398 2113.40 0.0004732

Ecuador US dollar-f 1.3926 0.7181 1 1
Mexico peso-a 18.4920 0.0541 13.2788 0.0753

Peru sol 4.2102 0.2375 3.0233 0.3308
Uruguay peso-e 32.267 0.0310 23.170 0.0432

U.S. dollar 1.3926 0.7181 1 1
Venezuela bolivar 2.99 0.334411 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7592 0.5684 1.2633 0.7916
China yuan 9.5176 0.1051 6.8344 0.1463

Hong Kong dollar 10.7929 0.0927 7.7502 0.1290
India rupee 67.5620 0.0148 48.5150 0.0206

Indonesia rupiah 14222 0.0000703 10213 0.0000979
Japan yen 131.96 0.007578 94.76 0.010553

1-mo. forward 131.92 0.007580 94.73 0.010557
3-mos. forward 131.83 0.007586 94.66 0.010564

6-mos. forward 131.66 0.007595 94.54 0.010577
Malaysia ringgit-c 4.9368 0.2026 3.5450 0.2821

New Zealand dollar 2.2115 0.4522 1.5881 0.6297
Pakistan rupee 113.525 0.0088 81.520 0.0123

Philippines peso 67.095 0.0149 48.180 0.0208
Singapore dollar 2.0294 0.4927 1.4573 0.6862

South Korea won 1771.04 0.0005646 1271.75 0.0007863
Taiwan dollar 45.952 0.02176 32.997 0.03031
Thailand baht 47.502 0.02105 34.110 0.02932

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

Euro zone euro 1 1 0.7181 1.3926

1-mo. forward 1.0000 1.0000 0.7181 1.3926

3-mos. forward 1.0001 0.9999 0.7182 1.3924

6-mos. forward 1.0002 0.9998 0.7183 1.3923

Czech Rep. koruna-b 25.966 0.0385 18.646 0.0536

Denmark krone 7.4454 0.1343 5.3464 0.1870

Hungary forint 274.54 0.003642 197.15 0.005072

Norway krone 9.0504 0.1105 6.4989 0.1539

Poland zloty 4.3868 0.2280 3.1501 0.3175

Russia ruble-d 43.822 0.02282 31.468 0.03178

Sweden krona 10.9504 0.0913 7.8633 0.1272

Switzerland franc 1.5168 0.6593 1.0892 0.9181

1-mo. forward 1.5163 0.6595 1.0888 0.9184

3-mos. forward 1.5150 0.6601 1.0879 0.9192

6-mos. forward 1.5127 0.6611 1.0862 0.9206

Turkey lira 2.1546 0.4641 1.5472 0.6463

U.K. pound 0.8593 1.1637 0.6171 1.6206

1-mo. forward 0.8594 1.1637 0.6171 1.6205

3-mos. forward 0.8594 1.1635 0.6172 1.6204

6-mos. forward 0.8596 1.1634 0.6173 1.6201

MIDDLE EAST/AFRICA
Bahrain dinar 0.5250 1.9048 0.3770 2.6526

Egypt pound-a 7.7793 0.1285 5.5862 0.1790

Israel shekel 5.4715 0.1828 3.9290 0.2545

Jordan dinar 0.9854 1.0148 0.7076 1.4132

Kuwait dinar 0.4007 2.4957 0.2877 3.4755

Lebanon pound 2099.34 0.0004763 1507.50 0.0006634

Saudi Arabia riyal 5.2229 0.1915 3.7505 0.2666

South Africa rand 11.1269 0.0899 7.9900 0.1252

United Arab dirham 5.1148 0.1955 3.6729 0.2723

SDR -f 0.9042 1.1059 0.6493 1.5401

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 600 201.70 –2.38 –1.17% 2.4% –28.8%

 14 DJ Stoxx 50 2055.57 –21.71 –1.05 –0.5% –28.4%

 19 Euro Zone DJ Euro Stoxx 218.02 –3.05 –1.38 –2.1% –31.0%

 16 DJ Euro Stoxx 50 2343.88 –32.60 –1.37 –4.4% –29.7%

 8 Austria ATX 2010.32 –57.52 –2.78 14.8% –47.1%

 12 Belgium Bel-20 2009.98 –30.88 –1.51 5.3% –34.5%

 8 Czech Republic PX 875.9 Closed 2.1% –39.3%

 15 Denmark OMX Copenhagen 265.32 –3.18 –1.18 17.3% –30.3%

 11 Finland OMX Helsinki 5492.49 –61.99 –1.12 1.6% –34.6%

 11 France CAC-40 3082.16 –37.35 –1.20 –4.2% –29.0%

 18 Germany DAX 4651.82 –56.39 –1.20 –3.3% –27.3%

 … Hungary BUX 14868.46 7.81 0.05% 21.5% –26.1%

 8 Ireland ISEQ 2598.18 –95.16 –3.53 10.9% –46.5%

 9 Italy FTSE MIB 18558.46 –383.76 –2.03 –4.6% –35.8%

 9 Netherlands AEX 249.64 –4.06 –1.60 1.5% –39.3%

 8 Norway All-Shares 318.33 –12.36 –3.74 17.8% –38.7%

 17 Poland WIG 29834.98 –270.12 –0.90 9.6% –24.4%

 14 Portugal PSI 20 7094.27 –69.87 –0.98 11.9% –18.4%

 … Russia RTSI 921.44 –28.80 –3.03% 45.8% –57.9%

 9 Spain IBEX 35 9569.0 –138.8 –1.43 4.1% –20.1%

 15 Sweden OMX Stockholm 241.43 –2.48 –1.02 18.2% –12.1%

 11 Switzerland SMI 5354.15 15.64 0.29% –3.3% –21.4%

 … Turkey ISE National 100 36758.82 –38.73 –0.11 36.8% 5.0%

 10 U.K. FTSE 100 4194.91 –41.37 –0.98 –5.4% –23.9%

 20 ASIA-PACIFIC DJ Asia-Pacific 105.27 –0.23 –0.22 12.5% –23.6%

 … Australia SPX/ASX 200 3783.7 –44.5 –1.16 1.6% –24.4%

 … China CBN 600 26760.02 372.42 1.41 81.2% 15.4%

 15 Hong Kong Hang Seng 17979.41 –223.99 –1.23 25.0% –18.0%

 17 India Sensex 14043.40 –869.65 –5.83 45.6% 3.8%

 … Japan Nikkei Stock Average 9680.87 –135.20 –1.38 9.3% –27.5%

 … Singapore Straits Times 2266.09 –33.66 –1.46 28.6% –22.8%

 11 South Korea Kospi 1428.94 8.90 0.63 27.1% –9.5%

 14 AMERICAS DJ Americas 233.00 –1.88 –0.80 3.0% –28.9%

 … Brazil Bovespa 50095.06 –839.63 –1.65 33.4% –14.9%

 16 Mexico IPC 23728.79 –316.60 –1.32 6.0% –15.6%

*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 6, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.00% 16 ALL COUNTRY (AC) WORLD* 241.24 –0.08% 6.0% –32.1%

3.00% 17 World (Developed Markets) 946.80 –0.10% 2.9% –32.5%

2.70% 18 World ex-EMU 111.31 –0.11% 3.4% –31.1%

2.80% 19 World ex-UK 944.78 –0.10% 2.3% –31.8%

3.80% 16 EAFE 1,291.84 –0.26% 4.4% –34.3%

2.90% 14 Emerging Markets (EM) 766.32 0.02% 35.1% –29.5%

4.40% 11 EUROPE 71.14 –0.02% 2.5% –29.7%

4.60% 12 EMU 141.97 –0.02% –0.1% –39.1%

4.10% 13 Europe ex-UK 77.59 –0.04% –0.0% –29.5%

5.50% 9 Europe Value 79.17 0.12% 2.1% –30.8%

3.30% 15 Europe Growth 62.14 –0.17% 2.8% –28.6%

3.50% 12 Europe Small Cap 124.84 –0.49% 23.7% –28.8%

2.70% 7 EM Europe 202.42 –0.73% 27.4% –50.6%

5.00% 8 UK 1,259.54 0.05% –4.2% –24.4%

3.10% 13 Nordic Countries 111.45 –0.59% 13.6% –32.2%

2.00% 6 Russia 546.00 –0.61% 32.5% –62.2%

4.20% 10 South Africa 604.66 0.26% 4.4% –15.6%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 323.02 0.04% 30.6% –24.9%

1.70%-117 Japan 567.39 –0.32% 7.1% –32.0%

2.40% 16 China 55.12 0.23% 35.1% –11.2%

1.10% 18 India 586.68 1.66% 58.9% 7.7%

1.30% 20 Korea 391.16 0.55% 27.4% –14.6%

4.40% 29 Taiwan 242.72 –0.11% 40.0% –17.3%

2.20% 22 US BROAD MARKET 988.47 0.00% 0.6% –29.8%

1.60% -40 US Small Cap 1,296.98 0.00% 4.0% –28.3%

3.50% 13 EM LATIN AMERICA 2,941.40 –0.41% 41.6% –38.1%

*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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Pepsi, bottler to invest $1 billion in Russia

U.S. to review telecom firms’ market power

BASF SE

German chemicals company
BASF SE said Monday that the inte-
gration of Swiss rival Ciba will cost
about Œ550 million ($768.8 million),
its first estimate since the acquisi-
tion deal closed in April. BASF also
said it will cut 3,700 jobs by the end
of 2013, with most made by the end
of 2010. It added that it will consider
restructuring, closing or selling 23
of Ciba’s 55 production sites. At the
same time, the company expects to
save Œ400 million annually begin-
ning in 2012. Analyst Carsten
Kunold of Merck Finck & Co. said the
numbers are roughly in line with his
expectations. “It wasn’t a huge sur-
prise,” he said.

—Compiled from staff
and wire service reports.

EMC Corp.

EMC Corp. raised its acquisition
offer for Data Domain Inc. by 11% to
$2.2 billion as it battles NetApp Inc.
for control of the maker of data-stor-
age products. EMC raised its all-
cash offer to $33.50 a share from
last month’s bid of $30. The com-
pany first stepped in after Data Do-
main agreed to a cash-and-stock of-
fer of $25 a share from NetApp. Data
Domain subsequently agreed to ac-
cept $30 from NetApp to match the
EMC bid. A Data Domain spokesman
declined to comment. NetApp said it
would review its options. Investors
had been expecting still-higher bids
for the company, with Data Do-
main’s stock trading above $30 for
much of the bidding battle.

India rejects Gleevec patent claim
Novartis cancer drug
highlights troubles
in emerging markets

By Valerie Bauerlein

PepsiCo Inc. and Pepsi Bottling
Group plan to spend $1 billion in Rus-
sia over the next three years, extend-
ing an investment in a key interna-
tional market as the economy
crimps growth in the U.S.

Pepsi Chairman and Chief Execu-
tive Indra Nooyi announced the in-
vestment on a visit to Russia. She
also led the opening of a new bot-
tling plant in Domodedovo outside
Moscow, in what Pepsi said will be
its biggest-ever global operation.
PepsiCo said it will work with Pepsi
Bottling Group, its biggest bottler,
to expand distribution.

PepsiCo is pursuing an aggres-

sive strategy to strengthen
its presence in emerging
markets around the world,
where growth is faster
than in the U.S. Ms. Nooyi
just completed a 10-day
tour of China, where Pepsi
is investing $1 billion in
four years. She has also
pledged to spend $500 mil-
lion in India.

Russia’s economy has
slowed sharply, putting
pressure on beverage
sales, which had been fast-grow-
ing. But Ms. Nooyi said the invest-
ment “reflects very clearly our
great confidence in Russia and our
long-term commitment to this very

important market.” Last
year, Pepsi spent $2 billion
to buy Russia’s largest
juice company, OAO Leb-
edyansky, in partnership
with Pepsi Bottling Group.

The investment steps
up an already heated com-
petition between Pepsi
and Coca-Cola Co. in Rus-
sia’s beverage market, an
important front in their
global battle. Pepsi’s
namesake cola was intro-

duced 50 years ago during the 1959
American National Exhibition, an
event commemorated during Ms.
Nooyi’s visit. Coke’s famous soda
overtook Pepsi in the 1990s but

Pepsi has fought its way back.
Coke holds a slight lead, with a

22% share of carbonated soft-drink
volume to Pepsi’s 21%, according to
Beverage Digest, a beverage indus-
try publication and data service. Ms.
Nooyi has said her strategy is not to
be big everywhere, but to target in-
vestment in big markets such as Rus-
sia where PepsiCo already has a
strong business and a chance to be
the market leader.

PepsiCo also plans to open a new
snacks manufacturing plant later
this year in the southern city of
Azov and will continue investing in
local agriculture. Its snacks busi-
ness is already the largest private
user of potatoes grown in Russia.

Samsung Electronics sees jump in quarterly sales

Guangzhou Automobile

Guangzhou Automobile Group
and Italy’s Fiat SpA will set up a
joint venture to produce cars and en-
gines from May 2011 in Changsha,
China, the Chinese company’s Vice
Chairman and President Zeng Qing-
hong said Monday. The plant, which
will take a total investment of Œ400
million ($559 million), will produce
140,000 cars a year and about
220,000 motors after a first phase
of development. Fiat said annual
output could be increased to a maxi-
mum of 250,000 cars and 300,000
engines. The first model to be built
will be the Linea, a small family car.
Fiat has long sought a strong part-
ner in China, where car sales are
booming while demand in Europe
and the U.S. sags.

Veolia Environnement SA

North American portfolio
sold to Covanta Holding

Covanta Holding Corp. said Mon-
day that it agreed to buy Veolia Envi-
ronnement SA’s North American
portfolio of waste-incineration con-
tracts for $450 million. Covanta, the
largest U.S. owner of waste-to-en-
ergy plants, will acquire seven facili-
ties. Such plants burn garbage, and
either sell the resulting steam to in-
dustries or use it for electricity gen-
eration. The deal is the latest part of
Veolia’s Œ3 billion ($4.19 billion) as-
set-divestiture effort as the French
water, waste, transport and energy
company focuses on generating
cash flow. The head of Veolia’s
waste operations, Denis Gasquet,
said the assets going to Covanta
“are largely independent of the rest
of our businesses.” Covanta said it
expects the acquisition, slated to
close by year end, will increase cash
flow by about $60 million annually.

Indra Nooyi

By Jung-Ah Lee

SEOUL—Samsung Electronics
Co., the world’s biggest memory-
chip maker by revenue, said Monday
that it expects second-quarter sales
to rise from a year earlier, and pre-
dicted that its operating profit will
be between 2.2 trillion won and 2.6
trillion won ($1.74 billion and
$2.05 billion).

The company, South Korea’s big-
gest by market capitalization, said
it expects sales for the three
months ended June 30 to be be-
tween 31 trillion won and 33 trillion
won, up from 29.1 trillion won a

year earlier. Operating profit was
2.4 trillion won in the second quar-
ter a year earlier.

All figures are based on a consoli-
dated basis.

Samsung didn’t provide a reason
for the earnings guidance, which it
gave for the first time. But analysts
widely expected the company’s per-
formance to improve from the first
quarter thanks to stabilizing prices
for memory chips and liquid crystal
displays.

It is slated to release second-
quarter results July 24.

“Samsung believes that growing
interest in the company’s quarterly

earnings and competing forecasts
have led to more confusion in the
market ahead of the recent earnings
release announcements,” it said in a
statement.

The company said the latest guid-
ance may differ from the earnings
announcement as it hasn’t com-
pleted an audit.

Analysts said the estimates were
a surprise, because they were
sharply higher than what the mar-
ket was expecting. Samsung shares
rose 5.5% to 634,000 won.

“Since the market was expect-
ing a consolidated operating
profit of somewhere between 1.8

trillion won and two trillion won,
the guidance was a big surprise,”
said Kim Sung-in, an analyst at Ki-
woom Securities.

“A sharp price hike in LCDs and
stronger handset sales have largely
contributed to the stronger earn-
ings outlook. But, most of all, the big-
gest reason for the [guidance] was
stronger shipments of [light-emit-
ting-diode] TVs.”

In the first quarter, Samsung’s
consolidated sales rose 10% to 28.67
trillion won from 26.01 trillion won
a year earlier. Its first-quarter oper-
ating profit fell 82% to 470 billion
won from 2.57 trillion won.

By Jeanne Whalen

And Anita Greil

An Indian tribunal ruled against
granting a patent to Novartis AG’s
Gleevec cancer drug, underscoring
the difficulties pharmaceutical com-
panies face protecting their prod-
ucts in emerging markets.

India’s Intellectual Property Ap-
pellate Board upheld a 2006 deci-
sion by the country’s Patent Office
to reject a patent for Gleevec, No-
vartis said Monday. Gleevec had
global sales of $3.67 billion last
year, making it one of Novartis’s
biggest drugs.

The ruling is a blow to the
Swiss drug giant, which is count-
ing on emerging markets to help
drive sales growth in the future.

Generic-drug makers currently
sell copies of Gleevec in India.
Even though that practice would
have continued had Novartis won
its appeal—thanks to a quirk in In-
dian patent law—the case repre-
sented an important principle to
the company.

“We are currently reviewing
the decision and will look at the
various options available to us,”
the company said in an emailed
statement. Gleevec is patented in
nearly 40 countries, including
China and Russia, “and we believe
the same should be the case in In-
dia,” Novartis said.

India’s decision stems from a
section of the country’s patent law
that prevents companies from pat-
enting new versions of older drugs
unless they offer significantly bet-
ter efficacy.

The law, adopted in 2005, lets
drug companies seek patents for
medicines invented after 1995, or
for new and more efficacious ver-
sions of older drugs. When India’s

patent office rejected Novartis’s
Gleevec application in 2006, it ar-
gued that the version Novartis
wanted to patent wasn’t that differ-
ent from a version invented in 1993.

Novartis appealed that decision
before the appellate board, but the
board has upheld the Patent Of-
fice’s ruling, Novartis said. The ap-
pellate board couldn’t be reached
to comment late Monday.

Multinational drug companies
have long complained about this
section of Indian law, saying that
it discourages both Indian and for-
eign companies from developing
new medicines. After its Gleevec
patent was first rejected, Novartis
filed a lawsuit in Indian court at-
tempting to change the law, saying
that it violates World Trade Orga-
nization rules. But the court ruled
against the company.

Groups such as Oxfam and Doc-
tors Without Borders say Indian law
is good for public health because it
prevents companies from patenting
medicines unless they are truly

new. Without patent protection,
drugs can be copied and sold at
lower prices by generic companies.

“We’re pleased that the Indian
court is implementing their own law.
We think the law is a good law. We
think other countries should adopt
similar laws,” Mohga Kamal-Yanni, a
senior health- and HIV-policy ad-
viser with Oxfam in the U.K., said in a
telephone interview Monday.

Throughout the case, Novartis
argued that it is doing its best to
help patients who can’t afford
Gleevec. The drug isn’t widely
used, and the company said in a
statement that it currently pro-
vides the drug free to 11,000 pa-
tients in India—a large portion of
Gleevec’s users in the country.

India adopted its 2005 patent
law to fulfil its obligations as a
member of the World Trade Orga-
nization. Before that, Indian law al-
lowed domestic companies to sell
copies of drugs patented in the
West as long as they changed the
process for making the drugs.

By Amol Sharma

The U.S. Justice Department
has begun an initial review to deter-
mine whether large U.S. telecom-
munications companies such as
AT&T Inc. and Verizon Communi-
cations Inc. have abused the mar-
ket power they’ve amassed in re-
cent years, according to people fa-
miliar with the matter.

The review of potential anticom-
petitive practices is in its early
stages and isn’t a formal investiga-

tion of any specific company at this
point, the people said. It isn’t clear
whether the agency intends to
launch an official inquiry.

Among the areas the Justice De-
partment could explore is whether
wireless carriers are hurting smaller
competitors by locking up popular
phones through exclusive agree-
ments with handset makers, accord-
ing to the people.

In recent weeks lawmakers and
regulators have raised questions
about deals such as AT&T’s exclusive

right to provide service for Apple
Inc.’s popular iPhone in the U.S.

The Justice Department could
also review whether telecom carriers
are unduly restricting the types of ser-
vices other companies can offer on
their networks, a person familiar
with the situation said.

The Justice Department’s anti-
trust chief, Christine Varney, has
said she wants to reassert the gov-
ernment’s role in policing monopo-
listic and anticompetitive practices
by powerful companies.
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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 07/03 USD 300.97 22.6 –0.7 –0.1

Sel Emerg Mkt Equity GL EQ GGY 07/03 USD 169.22 29.2 –27.1 –16.9

Sel Euro Equity EUR US EQ GGY 06/30 EUR 79.46 6.6 –32.2 –29.9

Sel European Equity EU EQ GGY 07/03 USD 146.18 6.3 –38.5 –29.5

Sel Glob Equity GL EQ GGY 07/03 USD 154.97 7.9 –32.2 –27.3

Sel Glob Fxd Inc GL BD GGY 07/03 USD 131.26 1.8 –10.8 –3.1

Sel Pacific Equity AS EQ GGY 07/03 USD 111.14 22.9 –27.1 –17.4

Sel US Equity US EQ GGY 07/02 USD 102.38 1.6 –30.0 –23.7

Sel US Sm Cap Eq US EQ GGY 07/02 USD 138.61 6.0 –30.8 –27.7

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 06/30 USD 46.78 37.0 –25.5 –15.1

LG Asian Plus AS EQ CYM 06/26 USD 46.53 23.1 –27.1 –17.3

LG Asian SmallerCo's AS EQ BMU 07/03 USD 76.77 39.2 –28.4 –32.5

LG India EA EQ MUS 06/30 USD 49.34 54.6 –4.2 –13.4

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

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/03 EUR 23.91 –8.8 –53.3 –46.8

MP-TURKEY.SI OT OT SVN 07/03 EUR 25.71 31.6 –12.7 –28.4

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 07/03 USD 12.40 42.2 –12.1 –4.2

Parex Caspian Sea Eq EU EQ LVA 07/03 EUR 2.90 38.1 –65.7 –46.7

Parex Eastern Europ Bd EU BD LVA 07/03 USD 12.40 42.2 –12.1 –4.2

Parex Russian Eq EE EQ LVA 07/03 USD 14.74 70.2 –51.1 –24.4

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 07/06 USD 138.45 24.9 –23.9 –19.7

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/06 USD 132.31 24.3 –24.5 –20.4

PF (LUX)-Biotech-Pca OT EQ LUX 07/02 USD 266.44 –6.5 –21.2 –6.6

PF (LUX)-CHF Liq-Pca CH MM LUX 07/03 CHF 124.14 0.1 0.6 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 07/03 CHF 93.70 0.1 0.6 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/02 USD 94.06 15.7 –15.1 –13.2

PF (LUX)-East Eu-Pca EU EQ LUX 07/02 EUR 213.76 60.1 –45.3 –31.9

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/06 USD 123.47 32.5 –32.8 –21.6

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/06 USD 403.83 32.7 –33.5 –21.7

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/03 EUR 81.06 6.0 –25.4 –25.8

PF (LUX)-EUR Bds-Pca EU BD LUX 07/03 EUR 374.85 0.4 6.0 2.3

PF (LUX)-EUR Bds-Pdi EU BD LUX 07/03 EUR 285.26 0.4 6.0 2.3

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/03 EUR 136.62 9.4 6.3 2.0

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/03 EUR 96.05 9.4 6.3 2.0

PF (LUX)-EUR HiYld-Pca EU BD LUX 07/03 EUR 117.98 30.8 –10.3 –11.4

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/03 EUR 68.40 30.8 –10.3 –11.4

PF (LUX)-EUR Liq-Pca EU MM LUX 07/03 EUR 135.68 0.8 2.4 3.0

PF (LUX)-EUR Liq-Pdi EU MM LUX 07/03 EUR 97.78 0.8 2.4 3.0

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/03 EUR 102.35 0.5 2.2 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/03 EUR 100.98 0.5 2.1 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 07/03 EUR 332.06 8.5 –28.3 –29.9

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/03 EUR 106.64 5.4 –25.6 –28.5

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/02 USD 217.77 15.0 10.0 6.4

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/02 USD 148.15 15.0 10.0 6.3

PF (LUX)-Gr China-Pca AS EQ LUX 07/06 USD 286.96 34.9 –11.8 –11.9

PF (LUX)-Indian Eq-Pca EA EQ LUX 07/06 USD 275.61 43.8 –9.9 –14.4

PF (LUX)-Jap Index-Pca JP EQ LUX 07/06 JPY 8727.87 7.1 –30.3 –28.3

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/06 JPY 7600.56 4.1 –35.4 –33.1

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/06 JPY 7394.87 3.8 –35.8 –33.5

PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/06 JPY 4273.74 8.9 –30.2 –28.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/06 USD 194.04 22.6 –29.4 –18.7
PF (LUX)-Piclife-Pca CH BA LUX 07/03 CHF 718.62 4.2 –6.4 –9.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/02 EUR 49.73 12.7 –14.7 –24.3
PF (LUX)-Rus Eq-Pca OT OT LUX 07/02 USD 41.14 80.1 –56.7 NS
PF (LUX)-Security-Pca GL EQ LUX 07/02 USD 81.53 14.1 –13.2 –16.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/03 EUR 371.69 13.9 –26.2 –28.7
PF (LUX)-US Eq-Ica US EQ LUX 07/02 USD 82.83 1.4 –29.3 –20.3
PF (LUX)-USA Index-Pca US EQ LUX 07/02 USD 72.49 0.0 –27.7 –22.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/02 USD 506.71 –4.5 5.8 6.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/02 USD 371.81 –4.5 5.8 6.8
PF (LUX)-USD Liq-Pca US MM LUX 07/03 USD 130.83 0.5 1.4 2.4
PF (LUX)-USD Liq-Pdi US MM LUX 07/03 USD 85.43 0.5 1.4 2.5
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/03 USD 101.55 0.2 1.5 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/03 USD 100.84 0.2 1.5 NS
PF (LUX)-Water-Pca GL EQ LUX 07/02 EUR 108.05 4.9 –15.4 –18.8
PF (LUX)-WldGovBds-Pca GL BD LUX 07/06 USD 159.89 –3.0 4.3 9.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/06 USD 132.35 –3.0 4.3 9.1
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/05 USD 45.03 8.5 –53.6 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/03 USD 10.60 35.2 –12.1 –16.7
Japan Fund USD JP EQ IRL 07/06 USD 15.82 7.7 1.6 –7.9
Polar Healthcare Class I USD OT OT IRL 07/03 USD 10.56 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/03 USD 10.57 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 07/03 EUR 561.66 –0.3 –27.8 NS
Core Eurozone Eq B EU EQ IRL 07/03 EUR 663.35 0.9 –26.4 NS
Euro Fixed Income A EU BD IRL 07/03 EUR 1160.21 2.5 –3.1 –3.9
Euro Fixed Income B EU BD IRL 07/03 EUR 1234.94 2.8 –2.6 –3.3
Euro Small Cap A EU EQ IRL 07/03 EUR 949.68 12.0 –31.1 –34.3
Euro Small Cap B EU EQ IRL 07/03 EUR 1014.27 12.4 –30.7 –33.9
Eurozone Agg Eq A EU EQ IRL 07/03 EUR 518.96 4.4 –28.4 –30.0
Eurozone Agg Eq B EU EQ IRL 07/03 EUR 743.61 4.7 –28.0 –29.6
Glbl Bd (EuroHdg) A GL BD IRL 07/03 EUR 1278.69 6.8 1.4 0.2
Glbl Bd (EuroHdg) B GL BD IRL 07/03 EUR 1353.22 7.1 2.1 0.9
Glbl Bd A EU BD IRL 07/03 EUR 1033.24 5.4 9.2 0.3
Glbl Bd B EU BD IRL 07/03 EUR 1096.68 5.7 9.9 0.9
Glbl Real Estate A OT EQ IRL 07/03 USD 677.83 1.7 –38.0 –30.1
Glbl Real Estate B OT EQ IRL 07/03 USD 696.73 2.0 –37.7 –29.7
Glbl Real Estate EH-A OT EQ IRL 07/03 EUR 624.90 –0.4 –36.6 –31.1
Glbl Real Estate SH-B OT EQ IRL 07/03 GBP 58.48 –1.4 –37.3 –30.8
Glbl Strategic Yield A EU BD IRL 07/03 EUR 1350.89 19.5 –7.0 –5.1
Glbl Strategic Yield B EU BD IRL 07/03 EUR 1441.35 19.9 –6.5 –4.6
Japan Equity A JP EQ IRL 07/03 JPY 11847.00 14.6 –26.5 –27.6
Japan Equity B JP EQ IRL 07/03 JPY 12590.00 15.0 –26.0 –27.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/03 USD 1723.84 34.0 –17.9 –16.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/03 USD 1834.24 34.4 –17.4 –15.7
Pan European Eq A EU EQ IRL 07/03 EUR 762.74 6.1 –28.2 –28.6
Pan European Eq B EU EQ IRL 07/03 EUR 810.68 6.5 –27.8 –28.2
US Equity A US EQ IRL 07/03 USD 694.63 3.8 –30.1 –22.4
US Equity B US EQ IRL 07/03 USD 741.56 4.2 –29.7 –21.9
US Small Cap A US EQ IRL 07/03 USD 1023.24 1.8 –30.1 –25.2
US Small Cap B US EQ IRL 07/03 USD 1092.97 2.1 –29.7 –24.8

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/06 SEK 63.17 5.0 –29.9 –31.6
Choice Japan Fd JP EQ LUX 07/06 JPY 47.86 6.4 –30.4 –30.3
Choice Jpn Chance/Risk JP EQ LUX 07/06 JPY 49.56 10.7 –35.2 –31.3
Choice NthAmChance/Risk US EQ LUX 07/06 USD 3.14 12.1 –34.7 –22.3
Europe 2 Fd OT OT LUX 06/12 EUR 0.79 14.1 –33.2 –28.9
Europe 3 Fd EU EQ LUX 07/06 EUR 3.26 6.9 –31.9 –32.2
Global Chance/Risk Fd GL EQ LUX 07/06 EUR 0.49 3.6 –26.3 –26.6
Global Fd GL EQ LUX 07/06 USD 1.71 2.5 –34.2 –25.5

Intl Mixed Fd -C- OT OT LUX 06/12 USD 23.70 3.2 –25.2 –14.3
Intl Mixed Fd -D- OT OT LUX 06/12 USD 16.49 3.2 –25.3 –14.3
Wireless Fd OT OT LUX 06/12 EUR 0.12 28.0 –21.0 –19.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/06 USD 5.95 31.4 –15.0 –16.9
Currency Alpha EUR -IC- OT OT LUX 07/06 EUR 10.57 –3.1 –0.1 1.6
Currency Alpha EUR -RC- OT OT LUX 07/06 EUR 10.49 –3.4 –0.5 1.1
Currency Alpha SEK -ID- OT OT LUX 07/06 SEK 98.38 –6.9 –4.1 NS
Currency Alpha SEK -RC- OT OT LUX 07/06 SEK 114.48 –3.4 –0.5 1.1
Generation Fd 80 OT OT LUX 07/06 SEK 6.91 8.2 –12.6 NS
Nordic Focus EUR NO EQ LUX 07/06 EUR 59.69 19.6 –27.7 NS
Nordic Focus NOK NO EQ LUX 07/06 NOK 67.18 19.6 –27.7 NS
Nordic Focus SEK NO EQ LUX 07/06 SEK 69.36 19.6 –27.7 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/03 USD 1.45 4.4 –29.3 –23.7
Ethical Global Fd GL EQ LUX 07/06 USD 0.64 7.8 –29.6 –24.6
Ethical Sweden Fd NO EQ LUX 07/06 SEK 33.52 21.6 –3.3 –17.4
Europe Fd OT OT LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 07/06 SEK 12.77 0.3 3.2 5.4
Medical Fd OT EQ LUX 07/06 USD 2.73 –4.9 –20.8 –14.3
Short Medium Bd Fd SEK NO MM LUX 07/06 SEK 8.80 1.0 2.2 2.8
Technology Fd OT EQ LUX 07/06 USD 1.98 27.4 –17.6 –14.5
World Fd NO BA LUX 07/06 USD 1.73 8.0 –26.8 –19.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/06 EUR 1.27 0.0 0.5 1.4
Short Bond Fd SEK NO MM LUX 07/06 SEK 21.90 1.6 2.4 2.9
Short Bond Fd USD US MM LUX 07/06 USD 2.49 –0.2 0.5 1.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/06 SEK 10.09 0.2 –0.5 0.3
Alpha Bond Fd SEK -B- NO BD LUX 07/06 SEK 8.74 0.2 –0.5 0.3
Alpha Bond Fd SEK -C- NO BD LUX 07/06 SEK 25.27 0.2 –0.7 0.4
Alpha Bond Fd SEK -D- NO BD LUX 07/06 SEK 7.87 0.2 –0.7 0.4
Alpha Short Bd SEK -A- NO MM LUX 07/06 SEK 11.05 2.3 3.1 3.4
Alpha Short Bd SEK -B- NO MM LUX 07/06 SEK 10.11 2.3 3.1 3.4
Alpha Short Bd SEK -C- NO MM LUX 07/06 SEK 21.62 2.2 3.0 3.3
Alpha Short Bd SEK -D- NO MM LUX 07/06 SEK 8.18 2.2 3.0 3.3
Bond Fd SEK -C- NO BD LUX 07/06 SEK 42.17 1.5 12.0 6.8
Bond Fd SEK -D- NO BD LUX 07/06 SEK 12.25 1.6 12.1 6.3
Corp. Bond Fd EUR -C- EU BD LUX 07/06 EUR 1.16 6.8 0.5 –0.3
Corp. Bond Fd EUR -D- EU BD LUX 07/06 EUR 0.89 6.8 0.6 –0.5
Corp. Bond Fd SEK -C- NO BD LUX 07/06 SEK 11.47 6.8 –4.2 –1.8
Corp. Bond Fd SEK -D- NO BD LUX 07/06 SEK 8.67 6.8 –4.1 –1.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/06 EUR 102.11 –1.7 6.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/06 EUR 106.55 2.9 11.1 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 07/06 SEK 1162.54 2.9 11.1 NS
Flexible Bond Fd -C- NO BD LUX 07/06 SEK 21.30 2.1 6.7 4.6
Flexible Bond Fd -D- NO BD LUX 07/06 SEK 11.65 2.1 6.7 4.6

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/06 SEK 77.36 –3.4 –25.9 –16.1
SEB Asset Sele Defensive Inc OT OT LUX 07/06 SEK 70.68 –3.4 –26.0 –17.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/06 USD 2.02 31.6 –26.0 –15.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/06 SEK 26.41 57.3 9.2 –16.0
Europe Chance/Risk Fd EU EQ LUX 07/06 EUR 815.53 7.0 –35.6 –34.5

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 07/03 EUR 28.12 –0.8 –5.2 0.1
Bonds Eur Corp A OT OT LUX 07/02 EUR 22.01 6.2 3.5 –0.1
Bonds Eur Hi Yld A OT OT LUX 07/02 EUR 17.21 29.4 –10.7 –11.9
Bonds EURO A OT OT LUX 07/03 EUR 40.19 1.8 9.9 5.4

Bonds Europe A OT OT LUX 07/02 EUR 38.45 1.5 10.0 4.4

Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0

Bonds US OppsCoreplus A OT OT LUX 07/02 USD 34.29 8.7 8.2 7.3

Bonds World A OT OT LUX 07/02 USD 40.16 0.8 3.1 8.9

Eq. China A OT OT LUX 07/03 USD 20.05 34.2 –4.9 –12.5

Eq. ConcentratedEuropeA OT OT LUX 07/03 EUR 22.45 9.0 –28.1 –29.2

Eq. Eastern Europe A OT OT LUX 07/03 EUR 16.54 25.2 –53.3 –37.4

Eq. Equities Global Energy OT OT LUX 07/03 USD 14.83 4.0 –47.0 –19.7

Eq. Euroland A OT OT LUX 07/03 EUR 8.95 –2.4 –31.5 –30.7

Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8

Eq. EurolandCyclclsA OT OT LUX 07/02 EUR 14.69 6.9 –27.1 –24.8

Eq. EurolandFinancialA OT OT LUX 07/02 EUR 9.01 6.9 –32.4 –34.3

Eq. Glbl Emg Cty A OT OT LUX 07/03 USD 8.00 33.7 –28.8 –17.5

Eq. Global A OT OT LUX 07/03 USD 22.14 5.2 –29.9 –25.6

Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6

Eq. Gold Mines A OT OT LUX 07/03 USD 24.41 16.7 –19.3 –1.9

Eq. Japan Sm Cap A OT OT LUX 07/03 JPY 1072.26 18.4 –17.8 –29.9

Eq. Japan Target A OT OT LUX 07/06 JPY 1778.37 14.0 –7.5 –15.4

Eq. Pacific A OT OT LUX 07/03 USD 8.00 25.4 –22.1 –17.9

Eq. US ConcenCore A OT OT LUX 07/02 USD 18.17 11.9 –21.8 –16.3

Eq. US Lg Cap Gr A OT OT LUX 07/02 USD 12.36 14.7 –35.0 –20.9

Eq. US Mid Cap A OT OT LUX 07/02 USD 23.17 15.6 –32.8 –18.1

Eq. US Multi Strg A OT OT LUX 07/02 USD 17.09 7.0 –34.1 –24.8

Eq. US Rel Val A OT OT LUX 07/02 USD 16.24 4.6 –32.4 –29.1

Eq. US Sm Cap Val A OT OT LUX 07/02 USD 12.98 0.3 –36.7 –32.9

Eq. US Value Opp A OT OT LUX 07/02 USD 13.02 0.5 –41.3 –33.4

Money Market EURO A OT OT LUX 07/03 EUR 27.34 0.8 2.9 3.6

Money Market USD A OT OT LUX 07/03 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 07/06 JPY 8863.00 3.0 –33.5 –35.9

YMR-N Japan Fund OT OT IRL 07/06 JPY 9980.00 5.7 –31.1 –32.2

YMR-N Small Cap Fund OT OT IRL 07/06 JPY 6973.00 8.6 –25.8 –35.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/06 JPY 6239.00 5.7 –33.7 –33.1

Yuki 77 Growth JP EQ IRL 07/06 JPY 5902.00 –0.2 –37.6 –38.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/06 JPY 6565.00 5.2 –32.0 –34.0

Yuki Chugoku JpnLowP JP EQ IRL 07/06 JPY 8399.00 2.6 –24.1 –28.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/06 JPY 6892.00 1.8 –35.6 –35.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/06 JPY 4553.00 0.1 –39.0 –35.2

Yuki Hokuyo Jpn Inc JP EQ IRL 07/06 JPY 5288.00 0.2 –31.5 –30.1

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/06 JPY 5133.00 9.1 –24.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/06 JPY 4312.00 1.5 –41.4 –37.9

Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/06 JPY 4586.00 2.1 –41.7 –38.9

Yuki Mizuho Jpn Exc 100 OT OT IRL 07/06 JPY 6509.00 6.7 –36.5 –34.8

Yuki Mizuho Jpn Gen OT OT IRL 07/06 JPY 8464.00 5.5 –31.3 –34.0

Yuki Mizuho Jpn Gro OT OT IRL 07/06 JPY 6442.00 3.0 –31.8 –35.6

Yuki Mizuho Jpn Inc OT OT IRL 07/06 JPY 7668.00 –3.6 –35.0 –32.4

Yuki Mizuho Jpn Lg Cap OT OT IRL 07/06 JPY 5049.00 1.3 –33.6 –33.3

Yuki Mizuho Jpn LowP OT OT IRL 07/06 JPY 12190.00 7.6 –20.0 –26.8

Yuki Mizuho Jpn PGth OT OT IRL 07/06 JPY 7988.00 4.6 –35.2 –35.7

Yuki Mizuho Jpn SmCp OT OT IRL 07/06 JPY 6978.00 13.8 –25.3 –34.8

Yuki Mizuho Jpn Val Sel OT OT IRL 07/06 JPY 5711.00 10.0 –28.2 –29.7

Yuki Mizuho Jpn YoungCo OT OT IRL 07/06 JPY 2876.00 20.5 –30.9 –41.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/06 JPY 4889.00 8.6 –38.2 –36.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/06 JPY 5340.00 4.7 –32.9 –35.0
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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 04/30 EUR 104.89 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 04/30 EUR 81.53 –0.7 –21.2 –10.3
Integrated Lg/Sh Sel F EUR OT OT CYM 04/30 EUR 84.74 0.2 –10.8 –4.9
Integrated MultSt B EUR OT OT VGB 04/30 EUR 115.61 2.6 –15.0 –6.4
Integrated Relative Value EUR OT OT CYM 04/30 EUR 92.26 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 07/01 EUR 76.97 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 06/30 USD 50.76 –39.0 –33.5 –3.1
Superfund GCT USD* OT OT LUX 06/30 USD 2448.00 –33.0 –30.5 –6.0
Superfund Gold A (SPC) OT OT CYM 06/30 USD 909.71 –21.8 –27.2 9.6
Superfund Gold B (SPC) OT OT CYM 06/30 USD 920.18 –31.7 –36.6 5.0
Superfund Q-AG* OT OT AUT 06/30 EUR 6861.00 –21.7 –19.1 0.2

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

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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T
HE FIGHT to enact a $787
billion economic stimulus

package was the first big battle
of the Obama administration—
and it isn’t over yet.

The stimulus package was de-
signed to keep unemployment in
check amid the worst recession
since the 1930s. Yet the June job-
less rate hit 9.5% and is climbing
higher, eliciting a remarkably
frank weekend admission from
Vice President Joe Biden that the
administration miscalculated
how bad the jobless problem
would be.

All that is reopening the bruis-
ing Washington debate over the
stimulus package passed in Feb-
ruary. Only now that debate is
overlaid with a new question:
Should the Obama administra-
tion dive back into the fray by
seeking a second dose of stimu-
lus from Congress this fall?

For now, the release last week
of unemployment numbers has
Washington dividing along three
lines of argument about the exist-
ing stimulus package. Depending
on your perspective, the stimu-
lus plan:

a. Isn’t working.
b. Is preventing unemploy-

ment from being even worse, or
c. Hasn’t had enough time to

really kick in yet.
Republicans are mostly voting

for option A, of course, while the
administration and its allies are
picking various combinations of
B and C.

“Four months ago we were on
the precipice of rolling from a
great recession into something
deeper and darker,” says Rahm
Emanuel, President Barack
Obama’s chief of staff. “We’ve
pulled the economy away from
that precipice.”

The stimulus package has
played a significant part in pre-
venting disaster, he argues, by,
among other things, giving con-
sumers and markets more confi-
dence the economy wouldn’t be
allowed to collapse as well as
keeping states from making even
more draconian cuts in their
spending plans. Moreover, he
says, more than a third of the
stimulus package consists of tax
cuts, which are just starting to
have an effect. So Mr. Emanuel
maintains that it’s time to let the
combined forces of the stimulus
package, the rescue plan for
banks and financial firms, and
programs to revive housing be-
gin working in tandem. “People
have forgotten too quickly the se-
verity and depth of the reces-
sion,” he says.

Y
ET IT’S also true that the
stimulus package Congress

constructed has a heavy dose of
spending on infrastructure
projects, which roll out too slowly
to be much help in fighting short-
term unemployment. The Congres-
sional Budget Office estimates
that only 11% of the $308 billion
of stimulus spending on discre-
tionary programs such as high-
ways, mass transit and energy ef-
ficiency will be spent in the cur-
rent fiscal year, and only about
half by the end of fiscal 2010.

There also may well be a case

for more stimulus for next year,
perhaps targeted to help state
governments as they cope with
what now promises to be a long-
term double whammy of lower
tax revenues and higher unem-
ployment and welfare costs. Cer-
tainly in the left wings of the
president’s Democratic Party
there is clamoring for Stimulus
Round II this fall.

The problem with that idea,
though, is that the administra-
tion is boxed in, politically and
rhetorically. If the White House
is going to argue that the main
problem with the existing stimu-
lus plan is that it hasn’t had
enough time to kick in, it’s hard
to simultaneously argue that a
second stimulus is needed.

Moreover, concerns about
budget deficits are rising almost
as fast as concerns about unem-
ployment, complicating notions
of a second stimulus. The most
recent Wall Street Journal/NBC
News poll showed Americans
growing more concerned about
the budget deficit even as they
fret over unemployment. Unem-
ployment was cited by 35% as
their leading worry. But the bud-
get deficit is rising as a source of
anxiety, and now is named by
24% as their top worry. Cranking
up a second stimulus package
would help address unemploy-
ment concerns—but also would
add to the budget deficit,
thereby aggravating the second
big source of economic anxiety.

S
TILL, STANDING PAT also
represents a gamble for the

administration. Already Republi-
cans are cranking up their at-
tacks on the stimulus plan, argu-
ing not so much that it was a
mistake but that the kind of pack-
age Democrats put together was
fundamentally flawed.

Republicans pushed for a stim-
ulus package tilted more toward
tax incentives for job creation,
and now they are citing the new
jobless numbers as proof that
they were right. “We had a plan,”
says Rep. Eric Cantor, the second-
ranking Republican in the House.
“It was a plan that had at its base
a tax credit for small businesses.
We need to give people a break
when it comes to creating jobs.”

In fact, Rep. Cantor now advo-
cates taking unspent stimulus
money and redirecting it toward
job-creation tax credits. “Speak-
ing for myself, I just sense that
there will be very little support
for a second round of stimulus,”
he says. Even some Democrats
agree. “We’ve barely swallowed
the first medicine,” says Rep.
Jim Cooper of Tennessee, a
leader of the House’s conserva-
tive Democrats. “It’s too early
for a double dose.”

Yet there may be room for a
middle ground. Let’s say, for ex-
ample, that the administration
pushed later this year for a bill
extending unemployment benefits
that otherwise would expire—and
that lawmakers chose to attach a
few additional doses of fiscal or
tax stimulus to that bill. Whether
that amounted to Stimulus II
would be a question of labeling,
but the effect would be the same.

Health Journal

By Stacy Meichtry

ROME—As leaders of the Group
of Eight leading nations prepare to
converge on the mountain town of
L’Aquila, Italian Prime Minister Sil-
vio Berlusconi is seeking to head off
potential disasters—both natural
and political.

L’Aquila, the site of a devastating
earthquake in April, continues to
tremble with seismic activity,
prompting Italian officials to ready
an evacuation plan for U.S. Presi-
dent Barack Obama and other G-8
leaders. Summit organizers are mov-
ing to find accomodations for thou-
sands of government officials and
journalists in police barracks and ho-
tels.

Mr. Berlusconi’s top advisers,
meanwhile, are bracing for a differ-
ent kind of jolt: More unflattering
media reports about the prime min-
ister’s personal life.

The twin challenges have thrown
Mr. Berlusconi and his advisers into
overdrive. Mr. Berlusconi, who long
relished the G-8 as an occasion to
showcase Italy, is now discovering
the pitfalls that come with being at
the center of the world’s attention.

On Sunday, Mr. Berlusconi’s of-
fice issued a statement warning that
any news organization that pub-
lishes unauthorized photos during

the G-8 of the prime minister’s pri-
vate life could face legal action, in-
cluding civil and criminal com-
plaints. “We’re trying to prevent a
crime from being committed,” Nic-
colo Ghedini, Mr. Berlusconi’s law-
yer, said in an interview. “If you knew
someone was trying to shoot you, I
imagine you’d call the police.”

For months, Mr. Berlusconi has
been under pressure from critics—
ranging from members of Italy’s left-
wing opposition to his own wife—
who question the premier’s pen-
chant for hosting young women at
his private residences. Photos of
women sunbathing and partying at
Mr. Berlusconi’s villa in Sardinia—
published in various newspapers
and on the Internet—have caused a
media and political controversy in It-
aly over the past months.

An Italian diplomat said Mr. Ber-
lusconi’s troubles risked overshad-
owing Italy’s foreign-policy agenda,
adding that he hopes the G-8 could
be an opportunity to turn the page.
“We’d like to bring things back to se-
rious business,” he said.

Last week Gianfranco Fini, the
speaker of Italy’s Parliament, called
on the public to respect Mr. Berlus-
coni “like any other leader.” Italian
President Giorgio Napolitano
pleaded for a G-8 cease-fire. “At this
moment, my hope and my wish are
for a truce in the controversies,” Mr.
Napolitano said.

Yet some of Mr. Berlusconi’s crit-
ics have already begun to zero in on
the G-8 summit to sharpen their crit-
icism of the premier. A group of
women professors at universities
across Italy issued an open letter
last month calling on the wives of
G-8 leaders to boycott the summit.
“We feel deep indignation, as
women committed to academics
and culture, for the way women are
treated in public and private by the
Italian Prime Minister Silvio Berlus-
coni,” the letter states.

Mr. Berlusconi remains popular
in Italy. Last month a poll showed
his approval rating has slid only two

percentage points to 49% since May.
At a recent news conference in
L’Aquila, the premier dismissed his
critics, adding that “Italians like me
this way.”

Beyond Italy’s borders, however,
political analysts are questioning
whether G-8 leaders should heed
the warnings of Mr. Berlusconi’s crit-
ics. Ulrike Guérot, a political analyst
who heads the Berlin office of the Eu-
ropean Council on Foreign Rela-
tions, warned that German Chancel-
lor Angela Merkel, who faces re-elec-
tion in September, will have to exer-
cise particular caution. “You have to
be careful of which photos you take
with Berlusconi in the context of the
German election,” she said in a
phone interview.

By moving the summit to
L’Aquila, Mr. Berlusconi aimed to fo-
cus the world’s attention on efforts
to rebuild the city. With just days be-
fore the start of the summit, how-
ever, there are signs that the change
of venue has become a costly distrac-
tion to rebuilding efforts. Much of
the L’Aquila’s historical center re-
mains without running water or
electricity. Thousands of residents
remain in tents outside the city.

On Friday L’Aquila was hit by an
aftershock with a magnitude of 4.1.
Italy’s civil-protection agency has
begun running evacuation drills de-
signed to ferry G-8 leaders to safety
in the event of a strong aftershock.
Mauro Dolce, a Civil Protection offi-
cial who is monitoring the tremors,
said he expects the region to experi-
ence as many as 20 tremors a day
during the summit with magnitudes
between 1 and 3.

Last week, Mr. Berlusconi met re-
porters inside the cocktail lounge of
a cruise ship docked in Naples to dis-
cuss the G-8 preparations. The well-
tanned premier welcomed Mr. Na-
politano’s call for a truce during the
summit. Mr. Berlusconi also denied
that his personal troubles were be-
ginning to unhinge his government,
which he described as “the most sta-
ble in the Western world.”
 —Davide Berretta

contributed to this article.

White House is in a corner
as stimulus fight enters new round
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Scaling Italy’s summit
In L’Aquila, Berlusconi seeks to avoid seismic activity of any kind
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Italy's Prime Minister Silvio Berlusconi arrives for a news conference with China’s President Hu Jintao in Rome on Monday.
The Italian leader’s advisers are seeking to head off any more unflattering media reports about his personal life.

Reuters
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China’s Hopu Fund
chases ‘elephants’
Focus on big deals reverses

usual private-equity tactic

of pursuing nimble ‘mice’

Read continuous updates on
the high-stakes world of deal
making, Deal Journal, free
online at blogs.wsj.com/deals

Gl High Yield I US BD LUX 07/03 USD 3.65 30.2 –8.1 –5.3
Gl Value A GL EQ LUX 07/03 USD 8.80 3.7 –39.8 –32.5
Gl Value B GL EQ LUX 07/03 USD 8.13 3.2 –40.3 –33.2
Gl Value I GL EQ LUX 07/03 USD 9.32 4.0 –39.3 –32.0
India Growth AX OT OT LUX 07/03 USD 87.57 51.6 0.3 –4.7
India Growth BX OT OT LUX 07/03 USD 75.23 50.9 –0.7 –5.7
India Growth Fund USD A OT OT LUX 07/03 USD 100.30 NS NS NS
India Growth Fund USD B OT OT NA 07/03 USD 105.60 NS NS NS
India Growth I EA EQ LUX 07/03 USD 90.52 51.9 0.6 –4.4
Int'l Health Care A OT EQ LUX 07/03 USD 114.76 –2.3 –20.2 –16.2
Int'l Health Care B OT EQ LUX 07/03 USD 97.28 –2.8 –21.0 –17.1
Int'l Health Care I OT EQ LUX 07/03 USD 124.90 –1.9 –19.5 –15.6
Int'l Technology A OT EQ LUX 07/03 USD 84.11 15.0 –28.6 –19.8
Int'l Technology B OT EQ LUX 07/03 USD 73.24 14.4 –29.3 –20.6
Int'l Technology I OT EQ LUX 07/03 USD 93.94 15.4 –28.0 –19.2
Japan Blend A JP EQ LUX 07/03 JPY 5858.00 9.2 –32.5 –30.4
Japan Growth A JP EQ LUX 07/03 JPY 5730.00 3.0 –32.9 –30.7
Japan Growth I JP EQ LUX 07/03 JPY 5872.00 3.4 –32.3 –30.2
Japan Strat Value A JP EQ LUX 07/03 JPY 5897.00 14.3 –33.3 –30.7
Japan Strat Value I JP EQ LUX 07/03 JPY 6030.00 14.8 –32.7 –30.2
Real Estate Sec. A OT EQ LUX 07/03 USD 10.93 2.4 –34.9 –29.5

Real Estate Sec. B OT EQ LUX 07/03 USD 10.04 1.9 –35.5 –30.2
Real Estate Sec. I OT EQ LUX 07/03 USD 11.70 2.8 –34.3 –29.0
Short Mat Dollar A US BD LUX 07/03 USD 6.76 2.0 –11.2 –10.7
Short Mat Dollar A2 US BD LUX 07/03 USD 8.94 2.1 –11.3 –10.8
Short Mat Dollar B US BD LUX 07/03 USD 6.76 1.8 –11.6 –11.2
Short Mat Dollar B2 US BD LUX 07/03 USD 8.92 1.8 –11.7 –11.2
Short Mat Dollar I US BD LUX 07/03 USD 6.76 2.3 –10.7 –10.2

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 07/03 GBP 6.49 –2.6 –19.3 –17.8
Andfs. Borsa Global GL EQ AND 07/03 EUR 5.36 –7.6 –33.1 –26.6
Andfs. Emergents GL EQ AND 07/03 USD 13.04 30.4 –29.3 –17.1
Andfs. Espanya EU EQ AND 07/03 EUR 11.18 3.3 –20.6 –19.6
Andfs. Estats Units US EQ AND 07/03 USD 12.22 0.2 –29.4 –21.9
Andfs. Europa EU EQ AND 07/03 EUR 6.39 –1.6 –27.4 –25.9

Andfs. Franca EU EQ AND 07/03 EUR 7.91 –4.5 –28.0 –28.1

Andfs. Japo JP EQ AND 07/03 JPY 475.88 8.6 –28.2 –28.5

Andfs. Plus Dollars US BA AND 07/03 USD 8.50 0.8 –15.9 –11.1

Andfs. RF Dolars US BD AND 07/03 USD 10.68 4.6 –5.7 –2.3

Andfs. RF Euros EU BD AND 07/03 EUR 9.97 11.4 –5.1 –5.9

Andorfons EU BD AND 07/03 EUR 13.22 10.8 –6.9 –8.8

Andorfons Alternative Premium OT OT AND 05/31 EUR 94.40 2.2 –17.8 –9.4

Andorfons Mix 30 EU BA AND 07/03 EUR 8.36 3.3 –20.6 –16.3

Andorfons Mix 60 EU BA AND 07/03 EUR 7.88 –3.1 –30.2 –23.6

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 06/30 USD 194419.21 44.1 –17.1 –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 07/06 EUR 9.69 –3.8 –5.6 –2.8

DJE-Absolut P GL EQ LUX 07/06 EUR 177.89 1.7 –21.3 –16.2

DJE-Alpha Glbl P EU BA LUX 07/06 EUR 157.59 2.9 –17.0 –12.2
DJE-Div& Substanz P GL EQ LUX 07/06 EUR 181.57 4.3 –16.8 –14.0
DJE-Gold&Resourc P OT EQ LUX 07/06 EUR 138.75 6.4 –27.2 –10.6
DJE-Renten Glbl P EU BD LUX 07/06 EUR 124.78 4.1 4.0 0.8
LuxPro-Dragon I AS EQ LUX 07/06 EUR 130.07 41.9 10.7 –6.5
LuxPro-Dragon P AS EQ LUX 07/06 EUR 126.89 41.6 10.1 –7.5
LuxTopic-Aktien Europa EU EQ LUX 07/06 EUR 15.24 6.1 –4.8 –9.2
LuxTopic-Pacific AS EQ LUX 07/06 EUR 13.05 43.9 –24.9 –19.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1
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 06/30 SAR 5.45 15.0 –43.6 NS
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By Rick Carew

Fang Fenglei, the man who
helped Goldman Sachs Group set
up its China securities business, is
shaking up the traditional China pri-
vate-equity model by going after
big game with his $2.5 billion Hopu
Fund.

In Mr. Fang’s latest move, he is
teaming up with state food firm
Cofco to invest a total of $780 mil-
lion for a 20% stake in milk pro-
ducer China Mengniu Dairy Co.

In China, investment bankers are
“elephant hunters,” zeroing in on a
select group of huge state-owned
firms that are looking to do multibil-
lion-dollar initial public offerings or
cross-border merger deals.

Private-equity firms have
taken a different tack in China.
They prefer to fund more nimble
“mice”—small, fast-growing pri-
vate companies with huge growth
potential. To do so, they are will-
ing to write checks as small as $25
million in hopes of big returns.

Big buyout funds
have struggled to land
mega-deals in China be-
cause the government
has frowned on selling
control of local firms to
foreigners.

Along come Mr. Fang
and his former Goldman
colleague Richard Ong,
who are taking an invest-
ment-banking approach
to private-equity deals.
They spotted an opportu-
nity to buy into two of
China’s biggest state banks, Bank
of China and China Construction
Bank, as their foreign strategic in-
vestors, Royal Bank of Scotland
and Bank of America, sold chunks
of shares to raise capital.

Most private-equity funds
would have frowned on such deals
because they offer little influence
and the stocks are already publicly
traded. But Hopu’s team dug in, us-
ing their investment-banking ties
and skills to put together a consor-
tium of Chinese state firms and Sin-

gapore’s Temasek Hold-
ings to snatch up Bank of
America’s $7.3 billion block.
Neither side employed ad-
visers in the deal; Hopu’s
Mr. Ong, who was previ-
ously co-head of Goldman’s
investment-banking team
in Asia, played the middle-
man.

Those deals both look
very smart so far as global
banking stocks have recov-
ered from lows earlier this
year.

In the latest deal, Mr. Fang’s
long-time investment-banking
relationship with one elephant,
Cofco (Its full name is China Na-
tional Cereals, Oils & Foodstuffs
Import & Export Corp.), meant

he could get in on taking a stake
in publicly traded China Meng-
niu, a firm hard-hit by last year’s
milk scandal. China Mengniu
was once a mouse: Morgan Stan-
ley and two other investors paid
just $26 million for a 32% stake
in the investment holding com-
pany in 2002. But now, it has be-
come an elephant with a market
capitalization of nearly $4 bil-
lion.

All of this means that Hopu
Fund, which counts Temasek and
Goldman as limited partners, is
putting capital to use faster than al-
most any other private-equity
fund in China. Those bets look
good now, but obviously the proof
will be in the pudding of returns
over the life of the fund.

Still, so far, Hopu is having con-
siderable success in hunting ele-
phants.
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China firms invest in Mongolian dairy
Company was faulted
in melamine scandal;
sales, shares recover

By P.R. Venkat

SINGAPORE—Singapore-listed
Wilmar International Ltd. has ap-
pointed Goldman Sachs Group
Inc., Morgan Stanley and BOC In-
ternational Holdings Ltd. as its
bankers for a proposed initial pub-
lic offering that could raise as
much as $4 billion, a person famil-
iar with the situation said Monday.

The person said there was no
timeframe for the IPO, which
would depend on market condi-
tions.

Wilmar said in May that it was
planning to raise up to $4 billion by
floating 20% to 30% of the China op-
erations. The Singapore commodi-
ties company, which processes edi-
ble oils, said then that it plans to list
in either Hong Kong or Shanghai.

The scale of our operation...in
China is as good if not better than
some of the listed companies in
Hong Kong” in comparable con-
sumer product businesses, Mr.
Kuok had said.

The company’s China opera-
tions recorded more than $600 mil-
lion in net profit in 2008, he said.
In 2008, the company recorded
about US$14.33 billion in revenue
from China, up from US$8.48 bil-
lion in 2007.

Wilmar declined to comment
Monday.

Wilmar hires
bankers to run
possible IPO

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

Fang Fenglei

By Rick Carew

HONG KONG—Chinese state-
owned firm Cofco and private-eq-
uity firm Hopu Investment Manage-
ment Co. are teaming up to invest
about US$780 million for a 20%
stake in China Mengniu Dairy Co.,
according to a person familiar with
the situation.

The two investors will jointly be-
come the Inner Mongolia-based
dairy producer’s largest share-
holder through the purchase of
newly issued shares as well as
shares from existing shareholders,
this person said. The shares are be-
ing purchased at a roughly 10% dis-
count to the stock’s Friday close of
HK$19.10 (US$2.46), the person
said. Cofco and the Hopu Fund are
expected to split the investment,
with Cofco likely to take a somewhat
larger portion, the person added.

Last year, China’s dairy industry
was rocked by disclosures about the
illicit use of the industrial chemical
melamine in Chinese milk products.
Melamine has been found in prod-
ucts all over the world that include
Chinese dairy ingredients.

Traders dealing with China’s
many small dairy farms added
melamine to milk from undernour-
ished cows to make it appear to have
higher levels of protein for dairy
companies’ quality checks.

Mengniu was among the compa-
nies found by Chinese regulators to
be at fault in the scandal, which
killed six children and sickened at
least 294,000. But other, smaller
dairy producers were hit harder,
and Mengniu, a well-known brand in
China, appears better-positioned to
benefit from consolidation as the in-
dustry recovers from the scandal.

Last month, an official at Meng-
niu said the company’s sales were
around 70% of pre-crisis levels, and
the milk company expects to earn a
net profit of between 700 million
yuan and 800 million yuan (US$102
million and $117 million) this year af-
ter recording a 949-million-yuan
loss last year.

Mengniu is also looking to move
upstream in the milk business by in-
vesting in dairy-farm company Ma
Anshan Modern Farming Co. along-
side private-equity firms Kohlberg
Kravis Roberts & Co. and CDH In-
vestments. The Ma Anshan, run by

former Mengniu employees, was
founded in 2005, and is building 20
to 30 new large-scale dairy farms.

Investors have pushed Meng-
niu’s shares up this year by around
90% as concerns over the milk scan-
dal subside, but they still trade at a
discount to the share price prior to
the disclosure of the milk scandal
last year.

Mengniu’s decision to bring in
state-owned Cofco as a major share-
holder shows how the lines between
China’s state-owned enterprises
and private companies are blurring.
Private enterprises in China have
grown rapidly in scale and begun
competing with larger state firms
that the government is pushing to fo-
cus on profitability.

Cofco, or China National Cereals,
Oils & Foodstuffs Import & Export
Corp., is one of China’s better-re-
garded state enterprises. It is a key
trader of grains in China and has
built up substantial resources for
distribution of food products within
the country. It has partnered with
Coca-Cola Co. in China to distribute
Coke products and last year bought
a 5% stake in Virginia-based Smith-
field Foods Inc.

The Hopu Fund is a US$2.5 bil-
lion private-equity fund raised by
Goldman Sachs Group Inc.’s China
partner Fang Fenglei and backed by
Goldman and Singapore’s Temasek
Holdings Pte. Ltd.
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China’s milk consumption,
in millions of metric tons

China Mengniu Dairy, daily share 
price. Shares suspended Monday.

Sources: OECD-FAO Agricultural Outlook 2009-2018 (milk consumption); Thomson Reuters (share price)
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By Amy Or

HONG KONG—Citigroup Inc. ap-
pointed Stephen Bird and Shirish
Apte as Asia-Pacific chief executives,
sharing the job vacated by 13-year
veteran Ajay Banga when he left for
MasterCard Inc. late last month.

The bank said Monday that Mr.
Bird, 42 years old, will oversee opera-
tions in northern Asia including Ja-
pan, China and South Korea. Mr. Apte,
56, will oversee southern Asia includ-
ing Australia, India and Singapore.

Mr. Bird will retain his role as
chief executive for North Asia and
head of consumer banking and glo-
bal cards for the Asia-Pacific region.
Mr. Apte will move back to Asia from
Europe, having served as chief exec-
utive of the bank’s Central and East-
ern European operations.

Citigroup also appointed former
World BankManagingDirector Sheng-
man Zhang as Asia-Pacific chairman.

Citigroup names
three new leaders
for Asia Pacific

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



By Jackie Range

And Abhraji Gangopadhyay

NEW DELHI—The new Indian gov-
ernment unveiled a $210 billion bud-
get that vastly increases welfare and
rural spending in an effort to stimu-
late economic growth, but also will
likely widen the fiscal deficit to its
highest level in 18 years.

Finance Minister Pranab Mukher-
jee said the government would make
it a priority to reach 9% gross domes-
tic product growth in the medium
term and would seek to spend 9% of
GDP on infrastructure development
by 2014. Although global financial
conditions have improved, there are
still uncertainties on the revival of
the global economy, Mr. Mukherjee
said. “We can’t afford to drop our
guard,” he told parliament. “We have
to continue our efforts to provide fur-
ther stimulus to the economy.”

Many investors had been looking
to the budget to outline a program
of economic overhauls to attract for-
eign investment and the divestment
of government stakes in state-
owned companies to raise funds.
But the budget was short on both,
and the benchmark Bombay Stock
Exchange Sensex index sank 5.8%, or
870 points, at 14043. The dollar
gained against the rupee following
the slump in local shares and closed
in India at 48.55 rupees, compared
with 47.88 before the budget an-
nouncement.

Investors have bid up Indian
shares since the ruling coalition, the
United Progressive Alli-
ance, convincingly won the
general election in May.
Monday’s budget, however,
gave little guidance on
whether the government
planned to pursue over-
hauls during its five-year
term, after a previous term
where its efforts were often
stymied by leftist allies.

This time, it doesn’t
need the left’s support to
govern, but Monday’s bud-
get offered scant evidence
that changes such as opening the
economy further to foreign inves-
tors and companies was high on
its agenda.

“The big picture and road map
was missing in terms of attracting
foreign direct investment and the dis-
investment program to raise reve-
nues,” said Andrew Holland, chief ex-
ecutive for equities at Ambit Capital
in Mumbai.

The new budget seeks to use
spending to ramp up slowing
growth. Health care, education and

employment will see most of the in-
vestment. Among the big spending
increases was a rise in the funds
dedicated to the National Rural Em-
ployment Guarantee program,
which pays otherwise unemployed
rural workers 100 rupees ($2.09) a
day for work.

The programs will add up to an in-
crease of 16% in total spending from
a year earlier. As a result, India will
have to sharply increase borrowing,
widening a fiscal deficit to around
6.8% of GDP in the year ending March
31, 2010, from the previous year’s 6%.

Standard & Poor’s sovereign-rat-
ings director Takahira Ogawa said
the projected fiscal deficit was
“within the boundary of S&P’s expec-
tation,” indicating that the news
wouldn’t likely prompt an immediate
credit rating downgrade to junk. In

February, S&P lowered its
long-term sovereign credit
rating outlook on some In-
dian debt to negative.

Still, some analysts ex-
pressed concern the govern-
ment's finances could deteri-
orate.SujanHajra,chiefecon-
omist at Anand Rathi Securi-
ties, said government bor-
rowing is likely to be revised
upwardevenfurther, increas-
ingtheriskthatthe fiscaldef-
icit may hit 7% of GDP in the
current fiscal year.

After the budget speech, Prime
Minister Manmohan Singh said the
budget will help accelerate economic
growth. He said 7% economic growth
is “achievable, but it’s not enough.”

Indian GDP grew 6.7% in the year
ended March 31, slowing from a 9%
expansion in the previous year. The
government last week projected
growth between 6.25% and 7.75% in
the year ending March 31, 2010.
 —Krishna Pokharel

and Vibhuti Agarwal
contributed to this article.

India puts off reforms,
opts for stimulus again

Nabucco natural-gas-pipeline project gathers momentum

By David Kesmodel

CHICAGO—U.S. President Barack
Obama has raised some eyebrows
with his decision to send as ambassa-
dor to the U.K. a little-known retired
investment banker—and top fund-
raiser—from his hometown who has
little diplomatic experience.

The post at the Court of St.
James’s in London is one of the most
prestigious in U.S. diplomatic cir-
cles. Though largely ceremonial and
rarely controversial, it is a promi-
nent position given the close rela-
tions between the U.S. and the U.K.
In recent years, it has usually gone to
political boosters of the president.

Still, the nomination of Louis B.
Susman, whose confirmation hear-
ing is scheduled for Tuesday, has
rankled some watchdog groups and
political commentators who say he
was chosen chiefly because he
raised money for Mr. Obama’s cam-
paign. “Clearly his appointment has
nothing to do with anything but
money,” said Craig Holman, a gov-
ernment-affairs lobbyist at watch-
dog group Public Citizen.

Mr. Susman declined to com-
ment before confirmation, a custom-
ary practice for nominees. “The pres-
ident asked Mr. Susman to serve be-
cause he believes his strong back-
ground in public policy, diplomacy
and business can help advance
American interests,” said White
House spokesman Tommy Vietor.

Associates of the 71-year-old
former banker and lawyer say Mr.
Susman began educating himself
for such a post years ago, when he
brokered deals among feuding mem-
bers of the Anheuser-Busch brew-
ing dynasty and helped restore
glory to baseball’s St. Louis Cardi-
nals as a team director. “I can’t think
of anyone who would be better as
ambassador to the U.K.,” said
former Anheuser-Busch Cos. execu-
tive Denny Long.

Like many of his predecessors, Mr.
Susman has limited foreign-policy ex-
perience. He served on the State De-
partment’s Advisory Commission on
Public Diplomacy from 1988 to 1992,
and is involved in the Chicago Council
on Global Affairs, a think tank.

Only once in recent memory has
the London Embassy—with its splen-
did residence, Winfield House, in Re-
gent’s Park—been awarded to any-
one other than a political appointee.
The exception was Raymond Seitz,

an experienced career diplomat,
who was appointed in the first Clin-
ton administration.

Mr. Susman grew up in St. Louis
as the son of a cloth-company owner,
and was the first person in his family
to attend college. He joined a presti-
gious St. Louis law firm and earned a
reputation for his ability to attract
clients and negotiate deals.

In 1975, August A. Busch III engi-
neered a boardroom coup to replace
his father, August A. “Gussie” Busch
Jr., as chief executive of Anheuser,
the biggest U.S. brewer. A furious
Mr. Busch Jr., who was 76 and re-
tained a big ownership stake, hired
Mr. Susman to represent him in deal-
ings with Anheuser.

Mr. Susman negotiated an ac-
cord that allowed the elder Mr.
Busch to continue to preside over
the St. Louis Cardinals, then owned
by the beer maker. “That could
never have happened without Lou,”
said Adolphus Busch IV, a son of Au-
gust A. Busch Jr., who died in 1989.
Mr. Susman, he added, became his fa-
ther’s “complete and total confi-
dante” during what were “tough
times in his life.”

Mr. Susman frequently defused
tensions between the elder Mr.
Busch and August A. Busch III, ac-
cording to people close to the beer
maker.

Mr. Susman himself “never blew
his cool, and there were times when
that was easy to do,” said Mr. Long,
who was president of Anheuser’s
beer division during the period. “He
was very, very smooth.”

The lawyer also served as the ex-
ecutor of Mr. Busch’s estate, which
earned him significant fees. And he
took an active role with the Cardi-

nals, forming with Mr. Busch and
Fred Kuhlmann a three-man execu-
tive committee that ran the team for
more than a decade. The Cardinals
reached the World Series three
times during Mr. Susman’s tenure,
winning in 1982.

Mr. Susman had a hand in such
key personnel moves as acquiring
slugger Jack Clark before the 1985
season. He garnered his share of criti-
cism from fans, too, for various
moves, including the club’s failure to
re-sign relief pitching ace Bruce Sut-
ter, who joined the Atlanta Braves.

Mr. Susman proved adept at bro-
kering agreements among team offi-
cials about many issues, said Dal
Maxvill, a former Cardinals general
manager. “People who had been in
disagreement would walk out of the
room, and all of a sudden they’re
best friends,” he said. “That’s not an
easy thing to do.”

While in St. Louis, Mr. Susman
raised money for Democratic politi-
cians including Sen. Edward Kennedy
of Massachusetts and former Con-
gressmen Richard Gephardt and
Thomas Eagleton of Missouri.

He moved to Chicago in 1989 to
join Salomon Brothers Inc.—later
part of Citigroup Inc.—as an in-
vestment banker overseeing cor-
porate-finance activity in the Mid-
west. A tall man with a fondness
for golf, wine and expensive ci-
gars, Mr. Susman continued to
help Democrats raise money. He
was Massachusetts Sen. John Ker-
ry’s national finance chairman dur-
ing his unsuccessful presidential
bid in 2004, earning the nickname
“the vacuum cleaner” for his
money-raising prowess.
 —Stephen Fidler

and Jonathan Weisman
contributed to this article.

Plum U.K. post draws ire
Obama’s pick to fill
ambassador job lacks
credentials, critics say

Pranab
Mukherjee
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Associates of Louis Susman say the 71-year-old former banker and lawyer began
educating himself for the post of ambassador to the U.K. years ago.
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By Guy Chazan

A major EU-backed natural-gas
pipeline project designed to reduce
the bloc’s dependence on Russian en-
ergy imports will get a big boost next
week when leaders of the participat-
ing countries meet in Turkey to sign
a long-delayed treaty laying the
groundwork for the plan.

Nabucco, which will carry natural
gas from the Caspian Sea region and
the Middle East via Turkey to the
heart of Europe, bypassing Russia,
beginning in 2014, has emerged as a
priority project for the 27-nation Eu-
ropean Union.

The intergovernmental agree-

ment will be signed in Ankara by rep-
resentatives of all five countries
through which Nabucco will pass:
Turkey, Bulgaria, Romania, Hungary
and Austria. It’s seen as a crucial
milestone and could unlock billions
of euros in financing for the project.

In another sign of the gathering
momentum behind the $11 billion
Nabucco pipeline, Joschka Fis-
cher, a former German foreign min-
ister, was appointed Monday as its
chief lobbyist. Gerhard Schröder,
the former German chancellor, is
on the other side of the equation,
heading Nord Stream, the Gaz-
prom-led pipeline to bring Russian
gas under the Baltic Sea to north-

ern Germany, bypassing Ukraine.
The bloc currently gets a quarter

of its gas from Russia and has been ea-
ger to find alternatives, especially in
the wake of a spat between Russia
and Ukraine last January that led to a
cutoff of gas deliveries to Europe.

But Nabucco, named for a Verdi
opera, has been hobbled by uncer-
tainty. The six companies in the con-
sortium have been reluctant to
make investments until they know
they can secure enough gas to fill
the pipeline, while potential suppli-
ers are unwilling to sign long-term
gas contracts until they’re sure the
infrastructure will be built.

Another sticking point: the

stance of Turkey, a key transit coun-
try, which had insisted on keeping
back some 15% of the pipeline’s capac-
ity for its own use and for re-export.

Nabucco also faces competition
from a rival Russian project, known
as South Stream, which would run un-
der the Black Sea into Bulgaria. Late
last month, Azerbaijan indicated it
would give Russia priority in sales of
gas from a big new field in the Cas-
pian—potentially a blow to Nabucco.

Now, however, the EU-backed
pipeline is beginning to look more
viable. A person close to the
Nabucco consortium said Turkey
has dropped its demand to keep
some of the gas, though it reserved

the right to contract gas imports in-
dependently with producer coun-
tries such as Azerbaijan and Iraq to
satisfy domestic demand. A spokes-
man for the Nabucco consortium de-
clined to comment.

The European Bank for Recon-
struction and Development has
said it’s ready to take a “senior
role” in funding Nabucco, but only
after an intergovernmental agree-
ment is signed.

The partners themselves—RWE
AG of Germany, OMV AG of Austria,
Bulgarian Energy Holding, Trans-
gaz SA of Romania, Hungary’s MOL
Nyrt, and Botas of Turkey—will fi-
nance 30% of the project.
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India’s Sensex drops 5.8%
on fiscal-deficit worries

Japan Large-Cap Equity
Funds that invest primarily in the equities of large-cap Japansese companies. At least 75%
of total assets are invested in equities. Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending July 06, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Invesco Invesco Global USDiIreland 29.81 2.25 –4.01 3.95
Japanese Eq Core Fd C Acc Asset Management Limited

NS ROCK Japan Hauck & Aufhäuser EURiLuxembrg 41.38 2.08–13.30 NS
Acc Inv. Gesellschaft S.A.

5 IP Japan Acc Invesco Fund GBPiUnited Kingdom 32.39 2.05 –3.94 3.96
Managers Ltd

5 GLG Japan GLG Partners LP GBPiUnited Kingdom 26.86 1.85 –2.42 8.32
CoreAlpha Inst Acc

5 Orbis SICAV Orbis Investment JPY iLuxembrg 11.67 1.61 –5.27 2.39
Japan Equity (Yen) Fund Management Limited

5 FF - Japan Fidelity (FIL JPY iLuxembrg 3.76 0.81 –4.40 2.47
Advantage A JPY (Luxembourg) S.A.)

NS SGAM Fd Eqs Société Générale JPY iLuxembrg 22.76 –3.13 –6.41 NS
Japan CoreAlpha A Acc Asset Management SA

2 Essor Japon Banque Martin EURiFrance 11.11 –5.18 –15.47 –6.85
Opportunités Acc Maurel

NS Pru IOF Prudential Asset USDiLuxembrg 12.54 –5.79 –10.05 NS
Japan Dynamic Equity D Management (Singapore)

5 SGAM AI SGAM Alternative JPY iLuxembrg –7.58 –6.25 –3.53 2.74
Equisys Fund Japan I2 Acc Investments
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By V. Phani Kumar

And Rosalind Mathieson

Indian stocks fell 5.8% Monday
amid concern that the proposed gov-
ernment budget will add to the coun-
try’s fiscal deficit.

Most other Asian equity markets
moved lower in quiet trading. Oil,

mining and ship-
ping stocks de-
clined as commod-
ity prices lost
ground.

Indian Finance Minister Pranab
Mukherjee proposed a major rural-
spending thrust that he said would in-
crease the federal government’s fis-
cal deficit to a wider-than-expected
6.8% of gross domestic product. The
Sensex, India’s 30-stock benchmark
index, closed at 14043.40. It was the
index’s largest one-day percentage
drop since Jan. 7.

“It’s a big letdown,” said Vinod K.
Sharma, director for research at
Anagram Securities. “Markets were
expecting that there would be a road
map for bringing down the fiscal def-
icit gradually, details of disinvest-
ment and deregulation of oil prices.
There’s nothing for investors to look
forward to in this budget.”

Financial stocks declined
sharply, with State Bank of India

shrinking 6.5% and ICICI Bank tum-
bling 7.7%, while mortgage financier
Housing Development Finance
Corp. slid 7.9%.

Japan’s Nikkei Stock Average of
225 companies slid 1.4% to 9680.87
and Hong Kong’s Hang Seng Index
gave up 1.2% to 17979.41.

China’s Shanghai Composite ad-
vanced 1.2% to 3124.67, stretching
its winning run to a fourth consecu-
tive session, South Korea’s Kospi
rose 0.6% to 1428.94 and Australia’s
S&P/ASX 200 lost 1.2% to 3783.70.

Oil, shipping and steel stocks re-
treated for another session. “The
market is now aware that its eco-
nomic recovery expectations had
been too high,” said Yumi Nish-
imura, a market analyst at Daiwa Se-
curities SMBC.

Inpex lost 3% and Nippon Yusen
dropped 3.4% in Tokyo, Cnooc and
PetroChina Co. both shrank 2.2% in
Hong Kong, and BHP Billiton shed
2.4% in Sydney.

In Tokyo, stocks of blue-chip ex-
porters were lower as the yen gained
against the dollar. Sony declined 1.2%
and Honda Motor fell 1.5%.

In Seoul, Samsung Electronics
rose 5.5% after the memory-chip
maker said it expected second-quar-
ter sales to come in higher than a
year earlier.

Rio to sell U.S. unit to Bemis
The $1.2 billion deal
boosts packager’s role
in grocery stores

Firms use yuan to settle trades
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By Denis McMahon

SHANGHAI—Three Shanghai
companies used the yuan to settle
cross-border trade deals for the
first time Monday, a step toward
promoting broader use of the Chi-
nese currency internationally and,
over time, reducing China’s depen-
dence on the U.S. dollar.

Bank of China Ltd. settled a
trading deal by a unit of Shanghai
Electric Group, a manufacturer of
mechanical and electrical equip-
ment. Bank of Communications
Ltd. settled trades by Shanghai
Silk Group Co., a textiles exporter,
and by a Shanghai-based trading
house whose English name wasn’t
immediately available.

Chinese officials have said the
yuan-based trade experiment is
aimed at helping companies re-
duce the risks of exchange-rate
fluctuations, which have led to sig-
nificant losses at some exporters

recently amid global financial-
market turbulence. Officials also
have in recent months voiced con-
cerns about China’s dependence
on the dollar, which is used for
most cross-border deals and
which comprises the majority of
China’s roughly $2 trillion in for-
eign-exchange reserves.

China’s government has long
tightly controlled its currency and
its exchange rate. Beijing signaled
its intention to allow the use of the
yuan for cross-border settlement
in December, but guidelines gov-
erning such transactions were
only issued last week. In its initial
stage, the use of yuan for trade
deals is limited to five Chinese cit-
ies, including Shanghai.

“The trial will increase the li-
quidity of the yuan outside of
China, but by keeping it limited to
only a handful of cities in this start-
ing stage, we can control the vol-
ume,” Su Ning, vice governor of

the People’s Bank of China, said on
the sidelines of an event marking
the launch of yuan settlement.

Mr. Su said that the program
will help promote the stability of
China’s exports, and that a stable
currency will help to expand the
country’s external trade.

With dollar-denominated trade
financing having dried up globally
amid the financial crisis, yuan set-
tlement will allow China’s highly
liquid banking sector to offer fi-
nance in yuan and help keep the
country’s export sector humming,
analysts say.

Separate to the three yuan-
based trade transactions, Indus-
trial & Commercial Bank of China
Ltd. said Monday its Indonesian
unit has provided a letter of credit
for 372,000 yuan, or about
$54,000, to a China-based ex-
porter. ICBC said it is the first let-
ter of credit to be denominated in
yuan for cross-border trade.

Data as shown is for information purposes only. No offer is being made by
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Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

By Lavonne Kuykendall

Reinsurer PartnerRe Ltd. said
Sunday it will acquire Paris Re Hold-
ings Ltd. in a multiple-step stock-for-
stock transaction that it valued at
about $2 billion.

The combined company will have
roughly $5.5 billion of common share-
holder equity capital, putting it at
the “top end of midsize reinsurers,”

Albert Benchimol, PartnerRe’s chief
financial officer, said in an interview.

Bermuda-based PartnerRe re-
cently acquired about 6% of Paris
Re’s common shares outstanding in
a stock-for-stock transaction at the
0.30 exchange ratio, and it has an
agreement to acquire an additional
57% at the same ratio from the six pri-
vate-equity funds that control those
shares. It expects to close that por-

tion of the deal in the fourth quarter
of 2009, pending regulatory ap-
proval. PartnerRe will then offer to
exchange all remaining Paris Re com-
mon shares at the same ratio. The pri-
vate-equity firms involved are Stone
Point Capital LLC, Hellman & Fried-
man LLC, Vestar Capital Partners
Inc., Crestview Partners LP, New
Mountain Capital LLC and Caisse de
Dépôt et Placement du Québec.

Reinsurer PartnerRe to buy Paris Re in stock swap

By Jeffrey McCracken

Bemis Co. has agreed to acquire
the U.S. packaging business of Anglo-
Australian mining company Rio Tinto
PLC for $1.2 billion in cash and stock.

Wisconsin-based Bemis, a food
and beverage packager, will pur-
chase 23 operations across the U.S.,
Canada, Mexico, South America and
New Zealand that package and wrap
such things as meats, cheese,
bagged lettuce and snack foods. The
business has annual sales of $1.5 bil-
lion and 4,600 employees.

The deal significantly boosts Be-
mis’s role in many foods and bever-
ages purchased in U.S. grocery
stores. It should push Bemis’s sales
from $3.8 billion to $5.3 billion annu-

ally. Bemis will have 20,000 employ-
ees world-wide.

“People continue to eat, so we
aren’t as impacted by [the] econ-
omy as the housing industry or the
auto industry,” said Bemis Chief Fi-
nancial Officer Gene Wulf, who
added that the two companies had
been in talks for about a year. “Food
is a very stable market, and we are
comfortable with this. This is not a
bet-the-farm kind of deal.”

The transaction, set to close in
early September, will be financed
with $1 billion in cash and $200 mil-
lion in equity. Bemis says it has $1 bil-
lion in bridge financing for the deal
and will go to the capital market for
funding, as well. Mr. Wulf said Be-
mis structured the deal with some
equity to help keep an investment-
grade credit rating.

Rio Tinto acquired these packag-
ing businesses as part of its 2007 pur-
chase of Canadian aluminum giant Al-
can for $38 billion in cash. Since that
deal, Rio Tinto has been under pres-

sure to divest assets and raise money.
Rio Tinto, one of the world’s larg-

est producers of iron ore, copper, alu-
minum and other metals, has sold
several businesses in the last year in
advance of looming debt maturities,
including an $8.9 billion payment
due next month. It recently com-
pleted a $15.2 billion rights issue
and has nearly $39 billion in debt.

After acquiring the U.S. packag-
ing business and other similar divi-
sions from Alcan, Rio Tinto put them
on the block. The units, which also
make flexible packaging for prod-
ucts like pharmaceuticals and to-
bacco, once generated annual sales
of $6 billion.

After the sale, Rio Tinto will still
have a food-packaging business in
Europe, a global pharmaceuticals-
packaging business, a tobacco-pack-
aging business and a beauty-packag-
ing business. Rio Tinto last month
scrapped a $19.5 billion alliance
with Aluminum Corp. of China, bet-
ter known as Chinalco.
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