
By Jonathan Weisman

L’AQUILA, Italy—Leaders
of the Group of Eight leading
nations agreed Wednesday to
slash emissions of heat-trap-
ping gases by 80% by 2050
and to recognize a two-de-
gree Celsius ceiling for total
global warming.

But the G-8 leaders failed
to agree on shorter-term emis-
sions-cutting targets and on
establishing a firm amount of
aid for developing coun-
tries—a setback that marks a
major blow to one of the big-

gest goals of the summit here,
one that could have repercus-
sions for a larger, major meet-
ing on climate change in
Copenhagen later this year.

Their declaration also
leaves it to individual nations
to decide the emissions base-
line they will count their re-
ductions from.

The failure by leaders of the
G-8—the U.S., Japan, Germany,
France, the U.K., Italy, Canada
and Russia—to reach shorter-
term targets prompted a larger
group of nations gathered here
to backtrack from numerical
targets they had planned to es-
pouse in another statement
due Thursday.

The larger group, the Major
Economies Forum, includes
polluters such as China and In-

dia and consequently is more
important for climate-change
policiesthan the G-8. U.S.Presi-
dent Barack Obama, who will
chair the 17-nation energy and
climate forum meeting, had
hoped for a breakthrough in

his debut on the stage of the in-
ternational climate debate.

Ever since the Kyoto Proto-
col of 1997, the unwillingness
of developing economies
such as China to sign on to glo-
bal efforts to curb global

warming has been the largest
political and technical impedi-
ment to progress. The U.S.
Congress and the Bush admin-
istration cited the omission
of China from Kyoto’s man-
dates as the biggest reason
the U.S. wouldn’t participate.

Wednesday’s breakdown
here only underscored how
difficult a breakthrough will
be when the world gathers in
Copenhagen in December to
try to complete a binding
treaty to replace Kyoto.

“We still have time before
Copenhagen,”saidMichaelFro-
man, deputy White House na-
tionalsecurityadviserforinter-
national economics.

U.S. officials framed the
L’Aquila climate-change decla-
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The failure by leaders of the Group of Eight leading nations, seen gathered in L’Aquila, Italy, to reach shorter-term emissions-cutting targets prompted the Major Economies Forum,
which includes polluters such as China and India, to backtrack from numerical targets they had planned to espouse on Thursday.

Democratic danger
Obama cedes rhetorical
ground to Putin and
Khamenei. Page 15

By Neil Shah

LONDON—Investors are
hoping that when officials at
the Bank of England meet
Thursday to decide how to
manage a moribund econ-
omy, they will agree to ramp
up their fight against reces-
sion by pouring more money
into the bond market.

There is only one prob-
lem: Economists are begin-
ning to doubt that the policy,
known as quantitative eas-
ing, is actually working.

O v e r t h e p a s t f e w
months, the Bank of Eng-
land, much like the U.S. Fed-
eral Reserve, has embarked
on an experiment aimed at
jump-starting the economy,
promising to buy mostly gov-
ernment bonds with some

£125 billion ($202 billion) in
freshly printed money. By
putting more cash in the
bank accounts of bond sell-
ers, and by pushing bond
prices up and yields down,
the policy is supposed to
spur banks to lend and lower
the interest rates at which
they do so.

So far, though, there are
few signs that the policy is
having the desired effect. Af-
ter an initial drop, yields on
many government bonds
have crept back up amid jit-
ters about the parlous state
of the U.K.’s government fi-
nances.

And while banks have
seen their cash reserves rise
sharply, they don’t appear to
be putting the money to
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It isn’t just U.S. home-
owners wanting to refi-
nance who have benefited
from superlow interest
rates. The U.S. Treasury
also has taken full advan-
tage. Even as federal debt
issuance has ballooned, the
government’s interest pay-
ments have fallen.

But there are serious
risks that could upset this
happy confluence of events—
leading to interest costs eat-
ing up a far greater portion
of U.S. tax revenues. The
cost of debt, rather than the
size of the debt mountain,
could yet become a crucial
factor.

Here are the dynamics at
work. Despite record bor-
rowing, U.S. net interest pay-
ments are set to fall in 2009
to $170 billion from $253 bil-
lion in 2008, according to
Congressional Budget Office
projections. It expects those
interest costs to remain flat
in 2010, on the assumption
that the Treasury will con-
tinue to issue large amounts

of short-term debt at very
low rates.

Short-term interest rates
at near zero have helped
pull yields down across the
curve. In June 2009 the av-
erage cost of government
debt fell to 2.69% from
4.04% a year earlier.

But since January, longer-
dated Treasury yields have
risen. The 10-year note now
yields 3.33% up from just
over 2%. Meanwhile, the

rate on T-bills, or debt with
less than a one-year matu-
rity, won’t remain near zero
forever—unless, of course,
the U.S. enters a Japan-style
extended period of stagna-
tion.

The potential impact of
government borrowing
rates returning to more nor-
mal levels could be huge,
the CBO data shows. Even
under its baseline assump-
tions net interest payments
will rise from around 7.7%
of revenues in 2010, to 9.6%
in 2012 to 14.1% in 2014.
The total net interest bill
for the 2010-2014 period
weighs in at $1.5 trillion.
Even this interest burden
has the potential to con-
strain policy: forcing the ad-
ministration to cut spending
aggressively or raise taxes.

But if there were some
kind of interest-rate shock,
the picture could look ex-
tremely bleak. One CBO sce-
nario: If 10-year yields and
T-bill rates moved back to
the average levels of the

1990s by 2014, the interest
bill for the five-year period
would rise to $2 trillion. If
yields returned to 1980s lev-
els, when 10-year yields av-
eraged 10.5%, the interest
bill would climb to $2.6 tril-
lion.

Admittedly, that looks un-
likely right now, as inves-
tors again fret about a weak
economic recovery. And, if
Treasury yields do rise be-
cause of a surprisingly
strong economic recovery,
the impact on government
finances would be mitigated
to an extent by rising tax
revenue.

The biggest risk is that
yields jump due to concerns
over the dollar or the ability
of the U.S. to rein in its bor-
rowing. In that case, inter-
est costs as a percentage of
government tax revenue
could soar. Investors should
focus not just on the size of
the U.S. debt mountain—but
interest it is forced to pay
on it.
 —Richard Barley

As the careers of numer-
ous writers, singers and
businesspeople demon-
strate, the true test of cre-
ativity isn’t the first hit
product. It is coming up
with a second success.

Google, despite its huge
success, is still a one-hit
wonder. After spending $6
billion on research and de-
velopment in the past three
years, its efforts to expand
beyond its paid-search gold
mine haven’t yet led to an-
other money spinner.

Google already has aban-
doned attempts at selling
radio and newspaper ads.
Its Chrome browser, intro-
duced last September, gar-
nered 1.8% of the browser
market as of May, according
to Net Applications.

That history should
make investors skeptical
about the impact of Goo-
gle’s plans, disclosed late
Tuesday, to launch an oper-
ating system using the
Chrome name.

But it has an operating
system already, called An-

droid. It is designed for vari-
ous devices including cell-
phones and, like the new
Chrome, increasingly popu-
lar and cheap “netbook” lap-
tops. Launching another,
separate system will be con-
fusing, and there is no guar-
antee how widely embraced
the new product will be.

Anyway, despite com-
plaints about Microsoft soft-
ware, dislodging Windows
from its dominant market
position would likely take
years.

At the least, Google’s ef-
forts should maintain pric-
ing pressure on Microsoft.
Facing competition from
Linux, Microsoft already is
selling a cheaper version of
Windows in the netbook
market.

Just doing its part to
crimp Microsoft’s profits, at
a time when the software
giant is spending billions to
boost its share of the search
market, may be enough to
make Chrome worthwhile
for Google.
 —Martin Peers

Chrome’s hidden benefit

Alistair Darling, chief of the U.K. Treasury, proposed tougher capital requirements
for banks and stricter rules on compensation for bankers.

Banks face tougher rules
Darling’s proposals
don’t change U.K.
regulatory structure

It’s not the size, it’s the cost

work in the form of loans. One
broad measure of the U.K. money
supply, known as M4, has actually
fallen 0.4% since the end of Febru-
ary, before the central bank began
its quantitative easing.

“I would have hoped to have seen
more positive signs by now,” says
Howard Archer, chief U.K. and Euro-
pean economist at IHS Global In-
sight.

The lack of progress is reinforc-
ing worries that Britain could end
up with a fate similar to Japan’s in
the 1990s, when cash hoarding at
banks nullified the effects of quan-
titative easing, leaving the econ-
omy in the doldrums for years. It
could also bode ill for the Federal

Reserve and the European Central
Bank, which have pledged $1.75 tril-
lion and Œ60 billion ($83.5 billion),
respectively, to their own quantita-
tive-easing programs.

A Japan-like outcome for Britain
is “certainly a risk, and one that has
been creeping up in the last few
months,” says Philip Shaw, chief

economist at Investec Securities.
With souring loans weighing on

their balance sheets and unemploy-
ment on the rise, U.K. banks may
have good reasons to be wary
about lending. Also, demand
among British households and
companies for mortgages and
other types of credit is actually
fairly limited, since many are try-
ing to get rid of debt, not take more
on.

The Bank of England, for its
part, is sticking to its guns. The
bank boosted its planned bond pur-
chases from £75 billion to £125 bil-
lion in May, and has already
bought some £110 billion of bonds,
or roughly 15% of the entire
amount outstanding in the market.

Continued from first page

‘Quantitative easing’ is a conundrum for the Bank of England

By Alistair MacDonald

Banks would face tougher capital
requirements, and bankers would
face new rules on pay, but the U.K.’s
regulatory framework would re-
main mostly untouched under long-
anticipated proposals announced
by U.K. Treasury chief Alistair Dar-
ling on Wednesday.

Mr. Darling’s proposals are in-
tended to lay out the government’s
plans to improve financial-services
regulation in the wake of the global
financial crisis. But in some re-
spects, Mr. Darling’s plan is more no-
table for what it doesn’t change
than what it does.

What Mr. Darling did promise
spells greater expense for banks,

who will need to set aside more capi-
tal to cover losses, build up capital
buffers during good times as a cush-
ion during slumps and hold more liq-
uid assets to cover daily costs.

As expected, the government
also backed a newly created code on
banker’s pay that was devised by the
U.K.’s financial regulator, the Finan-
cial Services Authority. The code
aims to align pay with long-term
profit through measures such as de-
ferring bonus payments, but, in a
move that will disappoint a public
hungry to punish the bankers they
blame for the crisis, it won’t cap pay.

The changes also seek to toughen
protection for consumers by offer-
ing an independent financial-advice
service, paid for by the financial sec-
tor, and mandating clearer warning
of risk on securities.

But Mr. Darling didn’t recom-
mend major structural changes to a
regulatory system that was at times
found wanting before and during
the financial crisis. That system re-

lies on a three-legged structure in-
volving the U.K. Treasury, the FSA
and the Bank of England. It leaves
banking regulation primarily in the
hands of the FSA, a set-up seen as a
weakness by some because it
doesn’t involve the Bank of England.

The government also won’t im-
pose limits on banks whose size
poses a threat to wider markets and
split up investment banking from re-
tail lending, but is proposing in-
stead ask more risky banks to set
aside extra capital.

Mr. Darling portrayed his propos-
als as striking the balance between
keeping a finance industry that em-
ploys one million Britons globally
competitive and protecting the
country against a repeat of the cri-
ses this industry helped cause. “We
are empowering consumers, sup-
porting better corporate gover-
nance, and strengthening regula-
tion, so our financial sector can con-
tinue to be an engine of prosperity.”

Opposition politicians and some

analysts said the changes protect
the regulatory system that was de-
signed 12 years ago by Prime Minis-
ter Gordon Brown when he was Trea-
sury chief, and which allowed the cri-
sis to happen with its failure to
clamp down in excessive risks and
debt.

Two of Mr. Darling’s deci-

sions—to leave banking supervision
with FSA, rather than the Bank of
England, and to not impose limits on
the size of banks—put him at odds
with both the Bank of England and
the Conservative Party. The Conser-
vatives have promised to tear down
this system if they win an election
less than a year away.

Maturities: Bills=under one year, Notes= 
two-ten years, Bonds=30-year securities
Source: U.S. Treasury

Avoiding maturity
U.S. federal debt, June 30, 
2009, in trillions

Bills $2.0

Notes $3.4

Bonds $0.6

TIPs $0.5

The lack of progress
is raising fear of a
Japan-like outcome
for the U.K.

Yielding any progress?
Despite the Bank of England's efforts to pump cash into the economy in a policy 
known as quantitative easing, yields on U.K. government bonds — a benchmark 
for borrowing rates in the U.K. — remain near levels seen in February.

Source: Thomson Reuters Datastream
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Dollar’s clout remains
ECB says greenback
has kept its status
amid global crisis

By Tom Barkley

WASHINGTON—The global
economy should emerge from re-
cession by the end of the year
thanks to strength in major devel-
oping countries such as China and
India, the International Monetary
Fund predicted.

Advanced economies continue
to lag behind, facing risks from un-
finished work shoring up financial
sectors, as well as new concerns
from the piles of debt govern-
ments are amassing from crisis
measures.

“The worst is behind us, and
the recovery is coming,” said the
IMF’s chief economist, Olivier
Blanchard. He warned that the re-
covery will likely be fragile, as the
overleveraged global financial sys-
tem continues to cast a shadow
over the economic outlook. He
urged policy makers not to be-
come complacent about market im-
provements, saying that if support-
ive monetary, fiscal and financial
measures are removed too soon
“there would be a great risk that
the recovery falters.”

When asked about the recent re-
trenchment in global markets, Mr.
Blanchard said investors are learn-
ing that the recovery will likely be
a weak one.

In the report, the IMF predicted
financial institutions will face
“somewhat lower” write-downs
on bad debt than expected in an
April report, when it estimated glo-
bal losses could top $4 trillion
through next year.

Jose Viñals, director of the mon-
etary and capital-markets depart-
ment, said the fund is still revising
that figure. He said it is reasonable
to assume that loan charge-offs
and mark-to-market losses on se-
curities held by U.S. and European
banks would be smaller given the
rebound in markets.

The IMF upgraded its outlook
for 2010 and lowered this year’s
forecast. The world economy is ex-
pected to contract 1.4% in 2009 in-
stead of the 1.3% decline predicted
in April.

The IMF now foresees a 2.5% re-
bound in global growth in 2010.
That is up from a 1.9% growth esti-

mate in April, as well as a 2.4%
growth forecast cited by The Wall
Street Journal last month from a
briefing prepared for ministers of
the Group of Eight leading na-
tions.

G-8 leaders are in Italy this
week to discuss progress in com-
bating the global crisis, which fi-
nally appears to be losing steam.
Encouraged by recent improve-
ments in both markets and eco-
nomic activity, the leaders are ex-
pected to focus more on devising
exit strategies for when a recovery
takes hold.

The IMF said it is too soon for
governments to start unwinding
crisis measures but clear and coor-
dinated exit strategies should be
laid out to avoid a potential wave
of turmoil in sovereign-debt mar-
kets.

Mr. Blanchard said govern-
ments should also prepare for pos-
sibly extending stimulus mea-
sures. “It may well be that if the re-
covery turns out to be very weak, a
bit weaker than we forecast, gov-
ernments may actually have to con-
tinue the fiscal stimulus,” he said.

The IMF said brighter pros-
pects for the U.S. and Japan led to
a better outlook for advanced econ-
omies, though activity isn’t ex-
pected to pick up until the second
half of 2010. The group is forecast
to expand at a 0.6% pace in 2010 in-
stead of the previous estimate for
zero growth, but is still forecast to
contract 3.8% this year.

Developing Countries Set
To Boost Global Economy

CORRECTIONS &
AMPLIFICATIONS

By Joellen Perry

And Geoffrey T. Smith

FRANKFURT—The global finan-
cial crisis has had little effect on the
dollar’s pre-eminence in interna-
tional financial markets, the Euro-
pean Central Bank said in a report
Wednesday.

The ECB, which sets interest
rates for the 16 countries that share
the euro currency, said in an annual
review of the euro’s international
role that the crisis left the shares of
major international currencies in fi-
nancial markets “broadly unaf-
fected” in 2008.

The “depth and liquidity of U.S.
financial markets” amid investors’
search for havens helped the green-
back maintain “its status as the
most important international cur-
rency globally,” the report said.
Meanwhile, the euro’s share in
most global financial sectors, in-
cluding debt markets and foreign-
exchange reserve holdings, edged
up only marginally last year from
2007.

The findings suggest emerging
economic heavyweights such as
China have had little success reduc-
ing the dollar’s role in global affairs,
despite public protestations against
the currency’s dominance. The
Group of Eight leading nations
didn’t schedule a detailed discus-
sion of the dollar’s role as a global re-
serve currency at their summit meet-
ing in L’Aquila, Italy, on Wednesday.

The euro’s popularity did surge
in Central and Eastern Europe,
where financial-market upheaval
has battered local currencies and
pushed a number of countries to
ramp up their aspirations to join the

currency bloc. Emerging European
countries that have joined the 27-na-
tion European Union must adopt the
euro eventually. But the ECB main-
tains that candidate countries must
follow a lengthy official process that
involves, among other things, keep-
ing public debt loads low and local
currencies steady against the euro
for at least two years.

The crisis has made those goals
harder to meet. But the ECB report
showed the euro’s prevalence is al-
ready rising in emerging European
nations that haven’t officially

adopted the currency.
Consumers and companies rat-

tled by the prospect of domestic
banks going bust stockpiled euro
banknotes last year, the report said.
The value of euro bills shipped out-
side the currency bloc rose to Œ95.4
billion ($132.7 billion) in December
2008, up from Œ71.1 billion a year
earlier, and the highest level since
2002. Nearly half of those pur-
chases hailed from Eastern Europe.

Corporate and household bor-
rowers across the region also contin-
ued taking out loans denominated in
the euro, hoping to benefit from the
bloc’s low interest rates. Such loans
have proved risky amid the crisis, as
the falling value of emerging Euro-
pean currencies has left many bor-
rowers facing rising repayment
costs in euros.

The ECB, wary of seeing the crisis
intensify in a region where many
euro-zone banks have big invest-
ments, warned in the report that
“the prevalence of foreign-currency
lending may create significant mac-
roeconomic risks” as borrowers rack
up debt they may be unable to repay.
Banks, too, could suffer if borrowers
defaulted en masse, posing “poten-
tial risks to financial stability.”

The ECB’s report came amid
mixed economic news for the euro-
currency bloc. Output contracted by
an annualized rate of nearly 10% in
the first quarter of 2009 from the
previous quarter, pulled down by
steep drops in exports and corpo-
rate investment, statistics agency
Eurostat said. But industrial produc-
tion in Germany increased at the
fastest pace in nearly 16 years in
May, rising 3.7% compared with
April.

The data reinforced economists’
predictions that manufacturing in
Europe’s largest economy might be
starting to stabilize, though a 17.9%
fall from May 2008 showed the sec-
tor is still struggling amid the global
slump.
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Euro dreams
The value of Euro banknotes 
shipped abroad rose last year...

...as did the value of 
euro-denominated loans in 
countries where the euro is not 
the official currency.
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Global aluminum output in May
averaged 63,600 metric tons a day.
An article Wednesday about Alcoa
incorrectly said May’s daily output
was 63.6 million metric tons.

Cablevision Systems Corp. in
May said it is considering spinning
off Madison Square Garden; it has
never said it was considering a sale.
A Corporate News article Tuesday
incorrectly said Cablevision was no
longer considering selling the Gar-
den.
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Apartment vacancies in U.S. soar
Job losses have taken
a toll on the market;
rents also plummet

By Jessica E. Vascellaro

A U.S. federal judge overseeing a
high-profile copyright class action
against Google Inc.’s YouTube dis-
missed some of the plaintiffs’ claims
for damages from the video-sharing
site.

U.S. District Judge Louis Stanton
ruled that the plaintiffs, which in-
clude music publishers and Britain’s
top soccer league, couldn’t request
damages for videos with non-U.S.
copyrights that may have appeared
on YouTube.

Disagreeing with the plaintiff’s
interpretation of the Digital Millen-
nium Copyright Act of 1998, the
judge wrote the U.S. law “bars statu-
tory damages for all foreign and do-
mestic works not timely registered”
with the U.S. Copyright Office.

Judge Stanton also said the plain-
tiffs couldn’t seek punitive dam-
ages, another measure they had
been requesting. But he left open the

door for them to seek damages for
claims over live broadcast footage.

The decision, which was released

July 3, doesn’t address the core is-
sue of the case, which has become en-
twined with Viacom Inc.’s 2007

copyright lawsuit against Google. Vi-
acom’s suit argues that Google
didn’t do enough to prevent Via-
com’s videos from appearing on You-
Tube. Google counters that it com-
plied with U.S. law by removing
copyrighted content when alerted.

Portions of the Viacom case were
combined with a related case
brought by Britain’s Premier League
and music publishers such as
Cherry Lane Music Publishing Co. A
trial date has yet to be set for either
case.

A YouTube spokesman said “the
punitive and statutory damages
claims dismissed by the court were
baseless from the start.”

Louis Solomon, a lawyer for the
plaintiffs, said he was pleased with
the ruling with respect to live broad-
casters, whom he described as a
large portion of the class. “We now
have clarity in how we have to go
prove damages for the balance of
the class,” he said.

Judge narrows the scope of YouTube suit

By Nick Timiraos

The vacancy rate for U.S. apart-
ments hit a 22-year high in the sec-
ond quarter as rising unemploy-
ment reduced demand during what
is usually the peak leasing season.

Rents fell the fastest in markets
that have shed white-collar jobs,
such as New York and San Jose, Ca-
lif., and in markets where many fore-
closed homes and condominiums
have been turned into rental prop-
erty, including Las Vegas and Or-
ange County, Calif.

Vacancy levels nationally rose to
7.5% in the April-to-June period, up
from 6.1% a year earlier, according
to Reis Inc., a New York real-estate
research firm. Of the 79 markets
tracked by Reis, 45 showed an in-
crease in vacancies.

Generally more rental units turn
over during the spring and summer
than in any other time of the year,
which means that the declines could

have an outsize impact on revenue
for apartment owners.

“Everybody expected spring leas-
ing to save apartment landlords.
That hasn’t happened,” said Victor
Calanog, director of research at
Reis.

The housing downturn initially
offered landlords the chance to lure
troubled homeowners into the
rental market. But the pace of job
losses shattered any inroads that
apartments might have gained from
the housing bust. Apartment vacan-
cies began to rise at the end of 2007
before accelerating further as the
economy deteriorated last fall.

Rents, meanwhile, are falling at
the fastest pace in at least a decade.
Effective rents, which include land-
lord concessions such as one month
free rent, fell 1.1% in the first quarter
and 0.9% in the second quarter to an
average of $975 a month. The com-
bined decline for the first half of the
year was the largest since Reis be-
gan tracking the data in 1999.

Effective rents were down 2.9% in
San Jose, the sharpest quarterly
drop, to $1,430 a month. New York
City had the largest 12-month rent de-
cline, at 5.8%, to an average of $2,680.

“It is one of the worst second-

quarter performances that we’ve
seen,” said Ron Johnsey, president
of Axiometrics Inc., an apartment-
research firm.

Vacancies tend to rise during pe-
riods of high unemployment be-
cause household formation slows,
as would-be renters double up or
move in with family members.
Those who do rent are more cost-
conscious.

“Do they absolutely need that ex-
tra bedroom, the balcony or the pool
view?” said Alexander Goldfarb, an
analyst at Sandler O’Neill & Part-
ners LP.

Meanwhile, shadow inventory of
foreclosed properties and condo-
miniums for rent continues to com-
pete with rental apartments in the
most oversupplied housing mar-
kets. While rental demand grew by
2.1% during the first quarter, apart-
ments didn’t benefit, in part be-
cause former homeowners chose to
live in vacant homes for rent, said
Gleb Nechayev, senior economist at
CBRE Torto Wheaton Research.

There are signs that the shadow
inventory may be leveling off. The
number of vacant-housing units for
rent declined to less than one mil-
lion in the second quarter, from

more than 1.1 million through most
of 2008, according to Ron Witten,
who runs a Dallas-based apartment-
research firm.

Falling home prices could hit
landlords in two ways. They could
force landlords to lower rents to
keep up, and could spur some rent-
ers to purchase homes. Still, the
number of renters who move out to
purchase homes isn’t expected to
surpass levels seen during the hous-
ing boom earlier this decade.

From 2000 to 2003, about 30% of
renters who moved out of apart-
ments were becoming home buyers,
while just 15% of move-outs left to
buy homes during the first quarter
of 2009, AvalonBay Communities
Chief Executive Bryce Blair told in-
vestors at a real-estate conference
last month.

Markets with better employ-
ment prospects saw modest rent
growth during the second quarter.
Effective rents increased in the sec-
ond quarter by 0.3% in suburban
Maryland and in Washington, D.C.

Poorer-than-expected rental
growth could push landlords who
piled on debt during the years of
easy credit into default on their
mortgages.

By Sarah McBride

A group representing artists and
record labels reached a royalty-fee
agreement with music Web sites,
ending a two-year battle and remov-
ing a cloud from over online radio.

“It’s a substantial reduction in
per-song streaming fees,” says Tim
Westergren, founder of Pandora
Inc., an online music service that
will stream about one billion hours
of music this year. The royalties
question threatened Pandora’s via-
bility and hung over all aspects of
the business, he said, making it hard
to negotiate with potential part-
ners. Now, “we’re out from under
that,” he said.

But as a result of the new royalty
rates, Pandora plans to start charg-
ing its heaviest users a fee. Those lis-
teners on the free version of Pan-
dora who tune in for more than 40
hours a month will have to pay 99
cents to keep listening for the rest of
the month.

The previous rate structure, set
by a panel of federal judges known
as the Copyright Royalty Board in
March 2007, created near panic in
the online radio business. Rates
started at 0.08 cent per song, per lis-
tener, retroactively to 2006, and
rose to 0.19 cent by 2010.

Many online music services said
the old rate structure would cause
them to go under. Two years ago,

many of them organized a “Day of Si-
lence” to protest the rates, halting
their services for a day.

Under the new rate scheme,
hashed out with Webcasters and
SoundExchange, the royalty organi-
zation, larger services earning more
than $1.25 million in revenue must
pay the greater of 25% of gross reve-
nue or 0.093 cent per listener, per
song. The rates rise each year until
they hit 0.14 cent per listener, per
song, by 2015.

Webcasters taking in less than
$1.25 million per year must pay the
higher of 7% of expenses, or a per-
centage of revenue, starting this
year at 12% for the first $250,000.

Subscription services, where
people pay a monthly fee to hear mu-
sic online, must pay rates starting at
0.15 cent per song per subscriber
this year, rising to 0.25 cent by 2015.

Online music services are becom-
ing increasingly popular as people
choose to listen to radio via their
computers. About 42 million Ameri-
cans tune into online radio each
week, up from 19 million in 2004, ac-
cording to Arbitron Inc. and Edison
Research Inc.

Webcasters including AccuRa-
dio, Digitally Imported and RadioIO
represented their industry in the
talks. Webcasters have 30 days to de-
cide whether they want to take part
in the newly negotiated rates. The al-
ternative is sticking with the Copy-
right Royalty Board rates, or negoti-
ating rates separately with individ-
ual artists and labels.

The deal affects only pure-play
online music services, not those that
are the online versions of stations
heard over the FM and AM dial.

A judge ruled that plaintiffs including music publishers couldn’t request damages
for videos with non-U.S. copyrights that may have appeared on YouTube.

MARKETPLACE

Many online music
services said the old
rate structure would
cause them to fail.

Deal on royalties
for online radio
reduces payment
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rations as progress. Numerical targets
for emissions reductions by 2050 are
largely meaningless anyway, since the
target is so far in the future, they said.
“It would be a big mistake to look at
only at 2050,” said Todd Stern, the
chief U.S. climate-change negotiator.

But it was the failure of the devel-
oped nations to set short-term goals
that gave the developing countries
their reason for torpedoing a
broader deal that seemed within
reach just a week ago. The G-8 na-
tions also couldn’t agree on a pledge
to help fund poorer countries’ move

toward cleaner energy sources and
mitigate the effects of climate
change they are already feeling.

A draft declaration had provi-
sionally called for $400 million in
this aid—a figure that many nations
called too small and others called
too large. In the end, they got noth-
ing but theoretical commitments to
help with finances and technology.

“The G-8 might have agreed to
avoid cooking the planet by more
than two degrees, but they made no
attempt to turn down the heat any-
time soon,” said Antonio Hill,
spokesman for Oxfam International,

summing up the view of several lib-
eral environmental groups here.

Complicating negotiations fur-
ther was the sudden departure of Chi-
nese President Hu Jintao early
Wednesday to deal with rioting in the
west of his country. That left Mr.
Obama no Chinese head of state to try
to persuade to come back to the table,
said Daniel M. Price, a former White
House official responsible for the G-8
and Group of 20 summits for Presi-
dent George W. Bush and now part-
ner with the law firm Sidley Austin.

Still, the G-8 declaration did
move the developed world toward

stricter regulations on the emis-
sions of climate-trapping gases
such as carbon dioxide and meth-
ane. The developed nations agreed a
year ago to a 50% reduction by 2050,
but European negotiators argued a
more aggressive target was needed
ultimately to convince the develop-
ing nations. This year, they got 80%.

That may be less significant than
it seems because the G-8 declara-
tion leaves it to individual nations to
decide their emissions baseline. Ger-
many and other European countries
wanted emissions cut 80% from
1990 levels. The U.S. wanted the cuts

to be counted against current levels.
The declaration states the reduc-

tions will be counted against 1990 lev-
els “or later years.” “It recognizes
multiple baselines,” Mr. Froman said.

The acknowledgement that glo-
bal warming should be held below
two degrees Celsius from preindus-
trial levels is another breakthrough.
The U.S. has long resisted setting a
temperature ceiling. Translating
that ceiling into action will entail
dramatic changes that will affect ev-
ery corner of the global economy, es-
pecially since temperatures already
have risen nearly one degree.

Continued from first page

Troops impose calm on troubled China city
Massive deployments
quell ethnic violence;
threat of execution

G-8 agrees to cut heat-trapping emissions, but drops numbers

Chinese leader leaves summit, hobbling climate debate

Chinese soldiers march on the streets of Urumqi on Wednesday, part of a show of force that brought a tense calm to the city.

By Jonathan Weisman

L’AQUILA, Italy—Chinese Presi-
dent Hu Jintao’s sudden departure
Wednesday from the summit of the
Group of Eight leading nations dealt a
potentially significant blow to the
summit’s ability to produce concrete
results on issues from climate change
to economic recovery.

China has been a driving force in
international discussions about cur-
rency, debt and concerns over soar-
ing budget deficits as nations strug-
gle to pull themselves out of the glo-

bal financial crisis.
Mr. Hu departed to deal with riot-

ing in China’s western Xinjiang terri-
tory before he could meet privately
with U.S. President Barack Obama or
attend critical meetings of the G-8
plus 5, which includes five leading de-
veloping economies.

He was also to have attended a
17-nation Major Economies Forum
on Thursday, chaired by Mr. Obama
and charged with reaching an ac-
cord on climate-change issues.

The Chinese president was dining
with local officials and business lead-

ers in Florence on Tuesday evening
when the meal was interrupted by a
flurry of phone calls. “In a matter of
minutes everything froze, and then
they left,” said Matteo Renzi, the
mayor of Florence.

The Chinese president left behind
Chinese state councilor Dai Bingguo,
whom U.S. Deputy White House Na-
tional Security Adviser Denis McDon-
ough describes as a powerful figure.
Still, Mr. McDonough said, “It’s a fair
question” to ask whether Mr. Hu’s de-
parture will have an impact.

White House officials expressed

disappointment at Mr. Hu’s depar-
ture, but said the summit can produce
results. They said they didn’t expect
currency issues to come up and that
the biggest fights over fiscal imbal-
ances and “exit strategies” for stimu-
lus programs are with European na-
tions such as Germany.

Without Mr. Hu at the Major
Economies Forum on Thursday, a
last-minute push by Mr. Obama for a
broad accord on emissions reduc-
tions wasn’t possible, U.S. officials
here say.

The G-8, which includes the U.S.,

Canada, Japan, Germany, Italy, Brit-
ain, France, and Russia, has been
struggling to maintain its importance
as countries like China, India and Bra-
zil rise in power. Mr. Hu has said the
G-20 largest economies, not the G-8,
should be the forum for global eco-
nomic discussions.

Meetings at the summit were to in-
cludethe G-8 plus5 (China, India, Mex-
ico, Brazil and South Africa), the G-8
plus 5 plus Egypt, and other itera-
tions.

—Stacy Meichtry
contributed to this article.

By Shai Oster

And Jason Dean

URUMQI, China—A sweeping de-
ployment of security personnel es-
tablished a tense calm in the capital
of China’s Xinjiang territory after
days of ethnic violence, as the city’s
top official vowed to execute those
responsible for the country’s worst
unrest in decades.

Sporadic unrest continued
Wednesday in Urumqi, where
clashes on Sunday between Uighurs
and Han Chinese, the country’s dom-
inant ethnic group, left 156 dead and
more than 1,000 injured, according
to official figures. But the massive
security presence appeared to
largely contain hostility between
the two groups, a day after revenge
attacks by roaming gangs of Han in
the city angered by Sunday’s kill-
ings.

The week’s violence has turned a
region long plagued by simmering
ethnic anger into a major crisis for
China’s Communist Party. In a sign
of the intensity of official concern,
President Hu Jintao, who is party
chief, unexpectedly returned to
China on Wednesday from Italy,
where he was planning to attend the
summit of the Group of Eight lead-
ing nations. His sudden departure,
unusual for a Chinese leadership
that generally sticks to its script,
left much-lower-ranking officials
representing China at the G-8 meet-
ing, casting uncertainty over its
role in discussions on a range of im-
portant issues.

Mr. Hu made no public appear-
ance immediately after his arrival
home, and was likely presiding over
meetings of senior leaders to dis-

cuss the strategy for the govern-
ment response to the unrest. Mr. Hu
has personal experience with issues
of ethnic unrest, having been the
top official in Tibet during an upris-
ing there in 1989.

Wednesday’s show of force in
Urumqi, which followed an 11-hour
curfew beginning Tuesday night,
was boosted by an influx of paramili-
tary police and soldiers from other
cities, including Beijing and Lan-
zhou, the regional military head-
quarters. Earlier in the week the offi-
cial Xinhua news agency reported
20,000 police and troops had been
deployed, and as of Wednesday the
security presence in Urumqi was
even greater.

Helicopters patrolled overhead
and cordons of security forces in
riot gear patrolled the streets as
other troops marched carrying as-

sault rifles fixed with bayonets. The
security presence was heaviest in
Han parts of the city that saw resur-
gence of violence on Tuesday. There
were scattered reports of violence
Wednesday.

City officials declared the situa-
tion was “under control,” and there
was no repeat of the official curfew
Wednesday night, although police
throughout the city broadcast mes-
sages on loudspeakers urging peo-
ple to return home and remain calm.

Li Zhi, Urumqi’s top Communist
Party official, in a televised news
conference Wednesday, promised
to deal harshly with those found re-
sponsible for the deadly violence.
“To those who committed crimes
with cruel means, we will execute
them,” he said, the Associated Press
reported. The statements appeared
to be intended to quell the ethnic

bloodlust as well as warn Uighurs
that they would be held responsible.

It remains unclear how Uighur
protests Sunday erupted into large-
scale ethnic violence. The govern-
ment has yet to provide a break-
down by ethnicity of Sunday’s fatali-
ties. Officials said Wednesday they
have identified the bodies of about
100 of those killed.

An uneasy calm also held in
other Xinjiang cities. In Kashgar, an
ancient Silk Road city to the west,
shops along main thoroughfares
were ordered to close for three
days, starting Tuesday, residents
said. Large numbers of People’s
Armed Police paramilitary troops
patrolled Uighur neighborhoods
there, and on the streets of Hotan, a
city in southern Xinjiang, after
nightfall.

Officials now face the difficult

challenge of trying to reduce ethnic
antipathy that was already intense
before this week’s events, to try to
prevent further outbreaks of vio-
lence. “It’s very hard in such a cir-
cumstance to find some kind of eth-
nic reconciliation,” said Dali Yang, a
professor of Chinese politics at the
University of Chicago.

On Wednesday, the government
tried to defuse anger over an event
that helped to trigger Uighur pro-
tests on Sunday that then spiraled
into rioting. Uighurs, a Turkic-
speaking, mainly Muslim group,
have long complained of discrimina-
tion by China’s Han-dominated gov-
ernment, and were incensed in re-
cent weeks by a clash between Han
and Uighur workers in a southern
Chinese factory last month.

In that incident, rumors that Ui-
ghur migrant workers at the plant
had raped Han Chinese women
prompted enraged Han workers to
attack their Uighur co-workers.
State media said two Uighurs were
killed and dozens more injured.

The state-run Xinhua news
agency Wednesday published an in-
terview with what it said was the
young woman at the center of those
rape allegations of sexual assault,
quoting her as saying that the whole
episode was a misunderstanding.
The woman, identified as 19-year-
old Huang Cuilian, said she acciden-
tally entered the wrong room of a
factory dormitory and, frightened
at the sight of two young Uighur
men inside, let out an “uninten-
tional scream” before walking
away, unmolested.

Xinhua said that it was her
scream, apparently misinterpreted
by male Han workers, that triggered
the deadly fight at the plant.

In Urumqi, some Han Chinese, fa-
miliar with state manipulation of in-
formation, remained convinced an
assault took place and the govern-
ment is covering it up to avert eth-
nic strife.

LEADING THE NEWS
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Race times get faster for jobless runners
Unemployed amp up
their training, lifting
marathon results

By David Biderman

In May, Florida Marlins rookie
Chris Coghlan realized an American
dream, his first major-league home
run. The rude awakening came
quickly when it landed in the glove
of Nick Yohanek, a professional
“ballhawk.”

Ballhawks go to games with the in-
tention of grabbing any ball that goes
in the stands, especially mile-
stone home runs like a play-
er’s first or 500th. Most then
refuse to give them back to
the player unless he coughs
up something valuable in re-
turn, from a signed bat or a
jersey to up to $10,000. This
breed of sophisticated collector now
appears more determined than ever,
stalking everyone from rookies like
Mr. Coghlan to veteran stars such as
Ken Griffey Jr.

When Marlins official Marty
Sewell asked Mr. Yohanek to return
Mr. Coghlan’s ball, Mr. Yohanek said
he asked for a bat and a ball signed by
Mr. Coghlan plus a signed bat from
Marlins star shortstop Hanley
Ramirez. Mr. Coghlan had no idea
there was such a thing as a ballhawk
and was surprised by the intensity of

the negotiations. Mr. Yohanek
“wasn’t the most polite or respectful
guy about the whole process,” Mr.
Coghlan told the Palm Beach Post.
“He told me he goes around a lot and
catches these balls and holds them
for ransom.”

For his part, Mr. Yohanek says, “I
knew I’d be able to ask for something
in return.…I wasn’t going to give the
ball away for nothing.”

One weapon in the ball-
hawk’s arsenal is research:
which players are on the
verge of landmark home
runs, where they’re likely
to hit them based on which
side of the plate they hit
from, the dimensions of the

ballpark and even details about the
opposing pitcher. Mr. Yohanek, a
30-year-old law-enforcement officer
in Milwaukee, updates a “milestone
tracker” on his Web site (www.hap-
pyyoungster.com/mile-
stone_tracker) so he and other ball-
hawks know which players to track.

Mr. Yohanek says he has caught
50 home-run balls since 1998. He has
caught a few milestone balls, includ-
ing Geoff Jenkins’ 200th and Jeromy
Burnitz’s 100th, but says he has
never traded them for anything more

than signed bats, balls or tickets.
Fans who catch a ball in the

stands have a right to keep it. In the
past, when a player or team wanted a
ball back, they’d find the fan who
caught it and offer a handshake with
a big leaguer and a different auto-
graphed ball in return. Team offi-
cials, however, say a boom in the
sports-memorabilia business has
caused fans who catch important
balls to think they won the lottery.

After Mark McGwire hit his 70th
home run in the 1998 season, Philip
Ozersky, the man who caught it, got
$3 million for it at auction. Before
that, the most expensive ball ever
auctioned was the first homer in the
old Yankee Stadium, hit by Babe
Ruth; it brought $126,500, according
to Sports Collectors Digest.

There have been several cases of
disputes between fans claiming own-
ership. When Barry Bonds was oblit-
erating home-run records in the
early 2000s, lawsuits erupted among
fans over the ownership of his 73rd in
a single season and the 700th of his
career. This helped spur Major
League Baseball’s decision to employ
two memorabilia authenticators at
every park.

In San Diego last year, Adam

Dunn, then an outfielder with the Cin-
cinnati Reds, smashed his 250th
homer. Tracy Collins, a self-de-
scribed ballhawk and newspaper
salesman, grabbed it. When a Cincin-
nati Reds representative came to him
in the stands to ask for it back, Mr.
Collins said he wanted Mr. Dunn to
give him a signed ball. Mr. Collins
said he was told the slugger wasn’t
available, so he didn’t surrender it un-

til he got a ball from Mr. Griffey, a
Reds player at the time.

A Reds spokesman, Rob Butcher,
doesn’t remember that occasion, but
said fans would “frequently” catch
milestone balls and refuse to relin-
quish them until they got something
signed by Mr. Griffey, regardless of
who actually hit them. He said Mr.
Dunn was always willing to sign
items, no matter the circumstance.

A spokesman with Mr. Dunn’s cur-
rent team, the Washington Nation-
als, said the slugger doesn’t remem-
ber the ball standoff. But when the
fan who caught Mr. Dunn’s 300th
home run last week offered it back to
the slugger free, Mr. Dunn gave him a
signed jersey, three signed balls and
tickets for later games.

Zack Hample, 31, a New York City
writer, says he has been to 46 stadi-
ums and caught balls in every one,
keeping most for his personal collec-
tion. He charges hawk-hopefuls $500
to attend games with him, and said
he averages a couple of clients a
month.

Yet he’s never grabbed a ball a
player wanted back. “But I already
know a couple things I’d ask for,” he
says. “We’re already talking about
A-Rod’s 800th home run.”

Fans play hardball after snagging milestone home runs

Longtime runner Ray Gobis
posted a 3:09 at the Boston Mara-
thon in April—his personal best.
The cause wasn’t a new training
technique or the perfect weather. It
was because Mr. Gobis got laid off.

“Other people might go into a co-
coon or something. Me, I’ve done
the opposite,” says the 47-year-old
Mr. Gobis, who lost his job in Novem-
ber as director of operations for a
printing company. With his new-
found leisure time, he has amped up
his regimen to 100 kilometers a
week and joined a competitive run-
ning group.

Americans might be poorer, but
they certainly aren’t slower. With
the economy in the doldrums, more
people are discovering that without
those 12-hour workdays, they’re
able to pursue fitness goals like
never before. Marathons, triathlons
and road races are filling up in
record time.

Some evidence suggests that laid-
off marathon runners are actually
helping push up the level of competi-
tion within their age groups. Olym-
pic-level competition could even go
up because more elite athletes com-
ing out of college are opting to pur-
sue their athletic goals rather than
look for work in a dismal job market.

The effect on races around the
country is difficult to quantify. But by
one benchmark, marathoners have
gotten faster. Athlinks.com, a Web
site that tracks millions of race re-
sults, says 2009 has seen marathon
times improve in nearly every age
category. Using the 2010 Boston Mar-
athon qualifying times as a baseline,
the site looked at marathon results to
see how many runners would qualify
today based on previous races. The
conclusion: This year alone, 4.6% of
marathoners have run times that
would make them eligible for Bos-
ton—a 39% increase over 2008.

Curiously, performance times in
the past six years peaked in 2006,
then slipped in 2007 and 2008. Troy
Busot, who runs Athlinks, says that
could be because the job market was
bad enough in 2007 and 2008 that
people had less time to train and
were under more stress. “I think
quality started to drop when people
were like, ‘Uh oh,’ and had a little bit
of anxiety,” says Mr. Busot.

Then in late ’08 and into 2009, ex-
tensive layoffs gave runners more
time to train and, in some cases, less
stress. “I guess the ones who don’t
have a job will get faster and the
ones who are desperately clinging
to a job will get slower,” he says.

Adding to the significance of the
speedier marathon times is the fact
that 2009 has seen a big jump in par-
ticipation, up 5.1% this year, accord-

ing to Athlinks. More participation
means more beginners, and slower
times. Simply speaking, times should
be slowing down, not speeding up.

Participation in marathons and
triathlons can be costly, too. The
New York City Triathlon, which
costs $225 to enter, filled up in 22
minutes this year, compared with
eight hours last year.

“People need structure in their
lives,” says John Korff, director of
the race. “They can’t just sit around
all day.”

Zach Goldman, a triathlete from
San Diego, describes himself as “fun-
employed.” Mr. Goldman, who was
recently laid off from his high-pay-
ing commercial real-estate job, says
he has enough time to train nearly
full time and enough money saved
up to travel the world racing and fig-

uring out what he wants to do with
his life—which is probably not com-
mercial real estate. “That wasn’t all
that fulfilling,” he says. “I’d like to
do something more meaningful
with my life,” he says—ideally in a
career that will allow him to train
longer hours. Mr. Goldman is cur-
rently in Israel, competing in the
Maccabi Games, an international
competition for Jewish athletes.

Rob Vermillion, executive direc-
tor of the Oregon Track Club Elite,
which trains Olympic hopefuls, says
elite track-and-field athletes coming
out of college these days are more
likely to pursue their athletic careers
because the job market is so slow.

“The economy is so terrible that
they might as well run,” he says. As a
result, Mr. Vermillion says the team,
which caps membership at 20 peo-

ple, has had to cut world-class run-
ners who would in all other years
make the cut with no problem.

When Chris Bennett was training
as a runner, living in Palo Alto, Calif.,
in 1999, he had to make a tough deci-
sion: Live the life of a pauper to con-
tinue training and have a shot at one
day winning a gold medal, or go into
business during the IPO craze of the
late 1990s. “You were giving up mil-
lions in stock options to chase the
Olympic dream,” says Mr. Bennett,
who eventually gave up his running
career for a big paycheck in finance.
Nowadays, he says, the decision is a
lot easier—young athletes should
just go for it, he says. “You’re not giv-
ing up as much because the econ-
omy is so bad,” he says.

Of course the full effects of the
economy on amateur athletics are
still a bit murky. And if the hiring
outlook improves, the high partici-
pation levels could be just a small
blip on the radar screen.

But the changing economic land-
scape could forever alter the way
Americans view recreational and
competitive athletics, as more peo-
ple discover the joys of training and
competing.

IDEA Health and Fitness, a fit-
ness-industry association, says aver-
age gym membership went up 18%
this year, to 3,394 from 2,866 last
year, at the group’s member clubs.

Even in Michigan, where the
economy has been particularly
harsh, a new business promoting
multisport events is holding its
own. Eva Solomon says she thought
she was “an idiot” to leave her stable
job as a grade-school teacher to
start a company, EST Events, during
the worst economic crisis in a gener-
ation. But she figured things like tri-
athlons were “recession-proof.”

The first event she and her busi-
ness partner put on, the “She Rocks”
women’s triathlon, nearly filled up,
with more than 400 women partici-
pating. “I was blown away when I
got home from the race and within
two hours, I was getting letters from
people thanking me for asking them
to pay $80 to swim, bike and run,”
she says.

Zack Hample, a New York writer, has
been to 46 stadiums to shag balls.

The 2008 Boston Marathon, which like other endurance races, has seen the number of entries increase since the recession.
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By Charles Forelle

BRUSSELS—The European
Union fined energy giants E.ON AG of
Germany and GDF Suez SA of France
Œ1.1 billion ($1.53 billion) for agree-
ing not to compete on sales of natural
gas in each other’s home markets.

The fine, the second-highest
ever assessed in an EU cartel case,
reflects the desire of the European
Commission, the bloc’s executive
arm, to force EU-wide competition
in the energy sector—despite reluc-
tance from some member countries
to back vigorous reform.

Each company was fined Œ553
million. Both said they would appeal
to an EU court in Luxembourg.

The case stems from an accord in
1975 by GDF and E.On to build a pipe-
line, called Megal, that moves Rus-
sian natural gas from the Czech Re-
public and Austria across Germany
and into France. They agreed, in two
“secret” letters, not to sell natural gas
in each others’ market, the commis-
sion said. The commission said the
two companies continued to divvy up
the national markets until 2005.

For decades, the provision of natu-
ral gas was the domain of national
monopolies, but an EU law in 2000
sought to open up Europe’s natural-
gas markets to competition. The com-
mission has since been trying to per-
suade governments to agree to rules
forcing the separation of gas transit
and sales businesses, arguing that
EU-wide competition would drive
down prices and enhance energy se-
curity. Germany and France have so
far blocked these efforts to “unbun-

dle” the gas trade; both countries
have big, incumbent energy compa-
nies that retain much influence.

In the past year, antitrust com-
missioner Neelie Kroes forced E.On
to give up part of its electricity grid
and German utility RWE AG to di-
vest itself of part of its natural-gas
network to settle antitrust cases.

Wednesday’s fine “sends a
strong signal to energy incumbents
that the commission will not toler-
ate any form of anticompetitive be-

havior,” Mrs. Kroes said. “By agree-
ing not to compete, these companies
effectively eliminated price competi-
tion in that sector.” She added that
the commission “has no alternative
but to impose high fines.”

GDF and E.On responded to the
decision harshly. Collusion “never
took place between the companies,”
said Bernhard Reutersberg, chief ex-
ecutive of E.On’s Ruhrgas subsid-
iary. The 1975 agreement was “never
implemented,” E.On said. It added

that last year it sold 8.7 billion kilo-
watt-hours of natural gas in France.

GDF Suez “expresses its com-
plete disagreement” with the find-
ing that there was collusion, the
company said. The period of time
the fine covers is from when the
EU’s directive liberalizing the gas
trade took effect until 2005, when
the EU says the collusion stopped,
said Antoine Lenoir, a GDF Suez
spokesman. “There was competi-
tion with E.On after 2001. We have

been supplying German clients
since then,” said Mr. Lenoir.

In recent years, the commission
has sharply raised its fines for cartel
behavior; new guidelines base the
fine on the revenue in the affected
sector and the number of years any
collusion persisted, which can lead
to huge fines in lucrative industries
or for long-running cartels. Last
year, it hit participants in an auto-
glass cartel with Œ1.4 billion in fines,
the largest to date.

The size of Wednesday’s fine is
likely to be at issue in the appeal. A
key question is how the court will
treat the fact that the agreement was
made a quarter century before the gas
markets were opened to competition.

“The arrangement does go back
to a time when GDF was part of the
French state,” says Suzanne Rab, an
antitrust lawyer specializing in en-
ergy issues at Hogan & Hartson in
London. The case raises a “funda-
mental question about the legacy of
state control.”

The commission also said GDF
Suez had offered to settle a separate
antitrust investigation, this one fo-
cusing on whether the company was
preventing competitors from im-
porting natural gas into France. Un-
der that proposed settlement, GDF
Suez would scale back the long-
term contracts it has for access to in-
frastructure, such as pipelines and
liquefied natural-gas terminals,
needed for imports.

The commission hasn’t decided
whether to accept the settlement of-
fer. —Sebastian Moffett in Paris

contributed to this article.

EU fines energy giants over collusion
Commission’s $1.53 billion penalty on E.ON and GDF Suez is region’s second-highest in a cartel case

By Scott McCartney

Airline customer service isn’t
the only thing in need of improve-
ment these days. The air in airplane
cabins needs some fixing, too.

A panel of experts across the avia-
tion industry studied air quality and

the spread of dis-
ease aboard air-
planes and recom-
mended firm stan-
dards for onboard

air circulation, lower ozone exposure,
new monitoring for contaminated air
from oil or hydraulic fluid leaks and
limits on pesticides used on planes.

But one year after the new volun-
tary standards were issued, aviation
regulatorsandairlineshaveyettoact.

“It’s frustrating because these is-
sues are important for crew mem-
bers and for passengers, and should
have been addressed a long time
ago,” says Judith Murawski, a cabin
air quality expert for the Associa-
tion of Flight Attendants.

The American Society of Heating,
Refrigerating and Air-Conditioning
Engineers, which usually focuses on
climates inside buildings, conducted
12 years of work on air quality inside
airliners—long a topic of concern for
travelers and flight crews, particu-
larly during health crises like the
H1N1 swine-flu pandemic.

The ASHRAE committee, which
included representatives from air-
craft and equipment manufacturers,
airlines, labor groups and even pas-
sengers’ advocates, was formed at
the behest of the aviation industry to

offer definitive word on complex is-
sues. Its new standards represent
the most comprehensive study of in-
flight environmental hazards yet.

The committee found that air
quality and current regulatory stan-
dards are basically good, but some
improvements should be made.

“In general, the air on an airplane
is not too bad but when things go
wrong, they can get really bad. And it
happens in a hurry,” says Byron W.
Jones, the committee’s chair and as-
sociate dean at the College of Engi-
neering at Kansas State University.

Sofar,Dr.JonesandotherASHRAE
committee members describe the re-
sponse from regulators to the new
standard as “fairly muted.”

An FAA spokeswoman says the
agency is awaiting more research
currently under way before taking
action on cabin air quality. Nothing
is imminent, she said.

Surprisingly, air quality on planes
is often worst when the plane is on
the ground. Air-circulation systems
sometimesaren’toperatedwhilepas-
sengers board, for example, or when
planes sit for long ground delays, and
problems can develop quickly. In
some famously long delays, when
planes have sat stranded for several
hours, passengers have complained
of hot, stuffy cabins with inadequate
air conditioning.

“If you have it off even five min-
utes, you start to build up contami-
nants in aircraft,” Dr. Jones says.

The ASHRAE group said the in-
dustry needs temperature limits, so
cabins don’t become sweltering on

the ground on hot summer days.
And its standard says air circulation
should never be shut down on a
plane with people aboard, unless
necessary for operational reasons
like de-icing so toxic fumes aren’t
sucked in, and that an absolute limit
of 30 minutes without air circula-
tion should be imposed.

The FAA says it issued an advisory
to airlines in 2003 recommending
that passengers be removed from
planes no more than 30 minutes after
air-circulation equipment is shut
down, but the limit isn’t mandatory.

Airlines and manufacturers have
long argued that because air is moved
quickly in cabins and scrubbed
throughsophisticatedclean-roomde-
vices called HEPA filters, which can
catch 99.9% of pathogens, airplaneair
is healthier than that in office build-
ings or other public spaces.

But the volume of air that circu-
lates per person is higher in office
buildings and anecdotal reports of
illnesses among passengers and
flight attendants have often
sparked fears that cabin air could be
hazardous. In addition, half the air
circulated through a jet is drawn
from the outside; half is re-circu-
lated, leading to concerns.

Despite the diversity of the com-
mittee, the final recommendations
were unanimously approved.

The standard includes new pro-
tections on pesticide use. More than
40 countries require disinfecting
planes, some with pesticides banned
by the U.S. Environmental Protec-
tion Agency.

Ozone in cabin air was another
concern. Air drawn from outside can
contain high ozone levels because it
comes from the upper atmosphere.
Many aircraft, particularly long-haul
jets,have“ozoneconverters”thatde-
compose ozone before it is fed into
cabins, but Dr. Jones says a lot of air-
craft, mostly planes that fly only
shorthops,stillflywithoutozonecon-
verters. “It’s been an airline option

whether to have ozone converters or
not,”he says.The new standard sets a
maximum level of ozone contamina-
tion and requires converters on
planes that fly routes where ozone is
expected to be encountered.

The new standard would also re-
quire sensors to ensure that fresh
air from outside and compressed in-
side engines isn’t contaminated by
an oil leak or a hydraulic fluid leak.

Carriers hold breath on air rules
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Neelie Kroes forced E.On to give up
part of its electricity grid and RWE
to divest itself of part of its
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Getting motivated to cut use of electricity
Gadgets spell out
just how much energy
appliances gobble
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Quallion selects site in California to build battery plant

Power Monitor from Black & Decker
tracks household electricity usage.

By Geoffrey A. Fowler

C
URTAILING your home elec-
tricity use is a bit like losing
weight: You already under-
stand the basics, but it’s
hard to accomplish without

help and motivation. An array of gad-
gets are vying to serve as electricity
personal trainers, monitoring home
power use minute by minute, and
making you feel guilty about indul-
gences like blasting the air condi-
tioner.

I have been testing three of these
devices, the Power Monitor from

Black & Decker
Corp. and the very
similar PowerCost
Monitor from Blue
Line Innovations

Inc., as well as the much more so-
phisticated The Energy Detective
5000 from Energy Inc. In my tests,
the Black & Decker model provided
the most effortless electricity-track-
ing service. At $99.99 in the U.S., it is
also the least expensive.

These devices presume that using
lesselectricity is largely a mindgame—
none directly alters your home elec-
trical system or appliances. Rather,
they provide real-time information
about how much electricity you’re us-
ing across the whole house in terms
that are easy to comprehend: cost
per hour and cost per month. Turn on
the microwave, and watch the cost
jump from ten cents to 25 cents an
hour. Turn off some lights, and see
the hourly cost drop by a few cents.

The companies that make these
gadgets say their customers have,
over time, seen drops of as much as
20% in their electricity bills simply
by being more mindful of electricity
use and making informed purchases,

such as installing efficient light
bulbs. The largest drops are often re-
corded in households that have
(power-hogging) electric water heat-
ers and where the whole family gets
involved in monitoring use. An inde-
pendent study by Oxford University
in 2006 found that people getting di-
rect feedback on their power con-
sumption reduced use by 5% to 15%.

After I began monitoring, my
most-recent electricity bill dropped
$10 from the month before—but
that could also be due to seasonal
fluctuations in my city, where air
conditioning isn’t a summer neces-
sity. I certainly find myself thinking
more about electricity, and even run-
ning back into the house to make
sure the lights are out.

The monitors sold by Blue Line
and Black & Decker are almost identi-
cal, because they are both manufac-
tured by Canada-based Blue Line.
The Blue Line model costs $109, is a
bit larger, and features a slightly
longer range for the wireless signal
that transmits power-use from your
electric meter. The meter has to be
within 20 to 30 meters of the moni-
tor, so people with meters in the
basement of a high-rise apartment
may not be able to use these devices.

Connecting these two devices to
my electric meter was unexpectedly
simple. First, you loop a metal belt
around the glass dome that covers
the meter. Then you align a sensor at-
tached to the belt on top of the glass
to read the data collected by your
meter. On my old-style meter, the
Power Monitor’s sensor keeps track
of how fast a dial rotates. The compa-
nies say their products work with
about 90% of meters in North Amer-
ica. On a newer meter, the sensor
would read a digital port on the front.

The sensor you attach to the elec-
tric meter wirelessly sends raw data
to a digital monitor that is kept in-
side the house. Before using the
monitor, you have to enter data from
your electric bill, such as the rates
charged by your power company in

different circumstances, but finding
the right data on your bill can be
tricky. Black & Decker’s instructions
on this are relatively clear, and enter-
ing the data into the digital monitor
involves a process similar to setting
an alarm clock.

The digital monitors, about the
size of a large remote control, can
sit in one room or travel around the
house. A button labeled “tare” on
the Black & Decker model helps you
calculate how much electricity is be-
ing used by any single appliance
that you can turn off and on. Press
the button and it zeros out the read-
ing. Turn on an appliance and the
device calculates its usage alone. I
found surprises: My LCD TV uses
just two cents an hour, while an
electric water kettle uses more
than twenty cents an hour.

The Black & Decker model fea-
tures a rudimentary display that
reports only the aggregate power
use for your whole house at any
given time. It can’t go back and
show you changes over time. It
also uses batteries, which will
have to be replaced every six to
12 months.

On the other hand, the latest
model from The Energy Detec-
tive, which goes by the nickname
TED, connects directly into your
house’s power supply for a more-
precise measure of electricity use
than the Black & Decker, and comes
with computer software that graphs
how your use patterns change over
time. The company will have a device
available in Europe by year-end.

The TED 5000 costs $199 and in-
cludes a wireless display. An older
model, the TED 1001, costs $119.95
but doesn’t include software.

But installing TED requires turn-
ing off your home’s main power line
and inserting a sensor directly into
your circuit breaker—a process that
the company says should be com-
pleted “by qualified personnel
only.” I sought help from a friend
who has a lot of experience with wir-

ing, but after several hours, we were
unable to make TED work. My issue
was likely a decades-old circuit
breaker, and the company tells me
that my configuration is atypical
and that problems like this are rare.
A colleague has been happily using
TED at her house for several weeks
after hiring an electrician to install
it, which cost $80.

While TED 5000 offers many
more advanced tools for sleuthing

your home’s electricity
waste than the other models,
all of its sophistication won’t
necessarily help the average
user do much of a better job
remembering to turn off the
lights. For most of us, the
large cost-an-hour sign on the
Black & Decker Power Monitor
offers the only feedback we re-
ally need.

If you’re just looking to tar-
get power-hogging appliances
in your house, there are even
less expensive solutions. For ex-
ample, the $24.99 Kill-a-Watt,
which I haven’t tested, sits be-
tween one appliance and the out-
let, and tells you exactly how
much power that appliance is us-
ing.

And before buying any of
these devices, keep in mind that
many utility companies are in-
stalling a new generation of so-
called “smart” meters, which not
only measure real-time power
use, but also offer two-way com-
munication with the power com-
pany to help cut costs. Some will
also offer software to help you mon-
itor your power use, and Google
Inc.’s nonprofit foundation is al-
ready working with power compa-
nies on a free service that connects
data about your power use into an

online widget. Appliance makers are
also working on products that can
communicate with a central control-
ler to turn themselves up or down, on
or off, according to changing prices
or conditions.

All three of the monitors I tested
should continue to work with most
new power meters. While these de-
vices seem downright rudimentary
compared to what’s on the horizon,
they certainly suffice in the mean-
while to make electricity use more
visible.

Walt Mossberg is on vacation.
Email Geoffrey A. Fowler at geof-
frey.fowler@wsj.com

‘Ballhawks’ snag
home runs, play
hardball. Page 30

A positive side effect of unemployment: as
the jobless train more, marathon results
and participation rates rise. Page 30

By Rebecca Smith

As competition heats up among
advanced-battery makers seeking a
foothold in the emerging electric-ve-
hicle market, one of the largest U.S.
manufacturers said Wednesday that
it has selected a site in Palmdale, Ca-
lif., for construction of a $220 million
plant.

Quallion LLC, which makes ad-
vanced batteries for satellites, mili-
tary vehicles and medical devices,
joined a list of other companies that
have announced new facilities in re-
cent weeks. Quallion and its competi-
tors are vying for visibility and gov-
ernment funding for their battery-
manufacturing proposals, which
could result in new plants and thou-
sands of jobs for other states includ-
ing Michigan, Kentucky, Texas, Penn-

sylvania, Massachusetts and Indiana.
The U.S. Department of Energy

said 122 companies submitted appli-
cations in May seeking to share $2 bil-
lion in stimulus funds that were ear-
marked for advanced-battery efforts.
The DOE said it will divide $1.2 billion
of that sum among seven or eight
manufacturing companies, part of an
effort to develop quickly a U.S. capa-
bility to produce millions of batteries
for electric cars being developed by
General Motors Corp., Ford Motor
Co., Toyota Motor Corp. and others.

Lithium-ion batteries are the pre-
ferred technology for energy-inten-
sive applications such as electric cars
because they deliver more power, for
their size and weight, than other bat-
teries. Most of the capacity to manu-
facture them currently exists in Asia,
where it was developed for consumer

electronics. But the U.S. government
wants transportation batteries to be
built domestically, fearful that other-
wise the nation may swap depen-
dence on foreign oil for dependence
on foreign batteries. Auto makers
with the best battery chemistries—a
hot research topic—are expected to
sell more cars.

Behind-the-scenes jockeying has
become more intense as companies
prepare for the Energy Department
announcement, expected this month.

“Anybody who wins the competi-
tion has an advantage because it
gives him access to cheaper capital,”
said Mark Mills, chairman of Interna-
tional Battery Inc., a venture-capital-
backed battery maker in Allentown,
Pa., that christened a new battery-
manufacturing plant last year. It is
seeking DOE funding to expand from

a single production line to several.
“Everybody is on pins and nee-

dles,” said James Greenberger, attor-
ney for a consortium of 50 companies
that wants to build a shared manufac-
turing facility near Louisville, Ky., if it
gets funding from the Energy Depart-
ment. Mr. Greenberger said the plant
could cost more than $500 million
and his group, called the National Alli-
ance for Advanced Transportation
Batteries, has lined up about $200
million of state and local incentives,
including $100 million in direct state
grants and free land on which to build
a plant.

Michigan is ponying up as much
as $400 million in state support, in-
cluding tax waivers, for four compa-
nies: Johnson Controls-Saft Ad-
vanced Power Solutions LLC, LG
Chem-Compact Power Inc., KD Ad-

vanced Battery Group LLC and A123
Systems Inc. French, Korean and Jap-
anese companies are joining with U.S.
companies to pursue the funding.

Companies are prohibited from di-
rectly lobbying the Energy Depart-
ment; instead, they are encouraging
their congressional delegations to en-
dorse their proposals and are playing
up the advantages of their site selec-
tions and technology.

Quallion President Paul Beach
said his team picked the Palmdale
site in the high desert northeast of
Los Angeles because it is close to an-
other battery facility the company al-
ready operates at Sylmar, Calif. Qual-
lion was offered about $20 million of
assistance from the state of Califor-
nia and the city of Palmdale, includ-
ing a free site.

PERSONAL
TECHNOLOGY
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Arcelor talks with banks
on altering loan covenants

Evraz sells bonds, shares
but covenants remain at riskGoogle plans PC software

Web titan to launch
operating system,
taking on Microsoft

Google said its new operating system, which will be based on its Chrome Web
browser, will initially target low-end portable PCs called netbooks.

Rio executive is accused of spying

By Jessica E. Vascellaro

And Don Clark

Google Inc. is preparing to
launch an operating system for per-
sonal computers, a direct assault on
the turf of software giant Microsoft
Corp., which has long dominated
the market for software that runs
PC applications.

The Internet giant announced
the new move in a blog post late
Tuesday night. It said the software,
which will initially target low-end
portable PCs called netbooks, will
be based on its Chrome Web
browser and available to consumers
in the second half of 2010.

The post—by Google’s Sundar
Pichai, vice president of product
management, andLinus Upson, engi-
neering director—said the operat-
ing system would be “lightweight”
and optimized for running Web-
based applications. Google’s goal,
they said, is to address shortcom-
ings of PCs, including security prob-
lems and lengthy delays while com-
puters boot up. “We hear a lot from
ourusers,andtheirmessageisclear—
computers need to get better,” the
Google executives wrote.

Eventually, Google hopes to
scale the software to full-scale PCs
as well, they said.

The effort marks Google’s latest
attack on Microsoft. The Mountain
View, Calif., company—which
makes 97% of its revenue from on-
line advertising—has been trying to
compete with Microsoft and other
software makers by offering more

software that runs in a Web browser
and isn’t downloaded directly to
computers. Now it appears to be
broadening its approach, in a move
that could give it greater distribu-
tion of its own online software ser-
vices, including word-processing
and email software.

But whether it can chip away at
Microsoft’s dominance in the mar-
ket remains unclear. In the months
since its launch, Chrome has done
little to challenge Microsoft’s lead
in browser software. And some
hardware companies have been
slow to adopt Google software—
like its Android operating system,
which is targeted at running appli-
cations on mobile phones—argu-
ing it isn’t robust enough to handle
many tasks.

The Google blog post stresses
that the Chrome operating system is
a separate effort from Android—
though, like Android, it will be
“open source,” meaning other devel-
opers can have access to and modify
the code.

The software is designed to work
on PCs running x86 chips—the de-
sign used by Intel Corp. and Ad-
vanced Micro Devices Inc. used in
most conventional PCs—as well as
chips based on designs from ARM
Holdings PLC that are the standard
in cellphones and are expected to be
used in netbooks later this year, the
executives said.

Though the software will be
based on the core of Linux—its “ker-
nel,” in programming parlance—the
Chrome OS, as it is called, will add a
new layer of windowing software to

manage what a user sees on a dis-
play screen.

Instead of requiring program-
mers to write programs specifically
for the operating system—an uphill
battle at a time developers have
many choices about where to focus
their efforts—the Google engineers
said that the Chrome operating sys-
tem will simply run programs writ-
ten for the Web.

“And of course, these apps will
run not only on Google Chrome OS,
but on any standards-based
browser on Windows, Mac and
Linux, thereby giving developers
the largest user base of any plat-
form,” the Google executives wrote.

Google’s incursion into operat-
ing systems could galvanize its crit-
ics, including privacy groups and
competitors, who argue that the on-
line search company already col-
lects vast amounts of information
about consumers’ Internet use.

While Google is still a tiny player
in many of the new markets it is ex-
ploring, like mobile-phone software
and online applications, some
worry it could leverage its massive
online-search market share to
quickly grow its share of new indus-
tries as well, gathering even more
data about its users.

The move comes as the rise of
netbooks poses a series of competi-
tive challenges for Microsoft. Sev-
eral variants of Linux are being of-
fered for the new systems, though
the company’s aging Windows XP
operating system remains preva-
lent. Besides Android, for example,
Intel is backing a Linux-based oper-
ating system known as Moblin.

CORPORATE NEWS

An employee of mining giant Rio
Tinto being held in China is suspected
by Beijing of espionage, the Austra-
lian government said—the latest
twist in the company’s increasingly
fraught relationship with the country
that is its biggest market for iron ore.

Stern Hu, the general manger in
China of Rio’s iron-ore division, has
been accused of stealing state secrets
and could be charged, Australian For-
eign Minister Stephen Smith said
Wednesday. Mr. Hu was detained by
China’s Ministry of State Security, Mr.
Smith said.

Mr. Hu is one of four Rio employ-
ees in China who have been held by
Chinese authorities since Sunday. He
is an Australian national, but the

other three are Chinese citizens. The
status of the Chinese citizens
couldn’t be determined.

Mr. Smith said there is no connec-
tion between the detentions and Rio’s
continuing negotiations with China
over iron ore, or with Rio’s recent
failed alliance with Aluminum Corp.
of China. “I’ve seen no evidence, and I
have no basis for any such specula-
tion,” he said at a news conference.

The case is an unusual example of
China’s national-security apparatus
becoming involved with a multina-
tional company. The line between
what is considered commercial infor-
mation and state secrets often isn’t
clear in China, where many major
companies are controlled by the gov-
ernment. As such, the Rio investiga-
tion could chill foreign businesses.

China’s government hasn’t com-
mented publicly on the situation, and

the country’s Foreign Ministry and
other government agencies didn’t re-
spond to requests to comment.

“We have been advised by the Aus-
tralian government of this surpris-
ing allegation,” a spokeswoman for
Rio Tinto said. “We are not aware of
any evidence that would support
such an investigation.”

The dependence of Australia’s re-
source-heavy economy on demand
from China, as well as China’s at-
tempts to balance its purchases by in-
vesting in Australia, have made rela-
tions between the two nations in-
creasingly tense.

Rio last month walked away from
a $19.5 billion alliance with Alumi-
num Corp. of China. Rio’s rejection of
what would have been a landmark
deal was criticized in China.
 —Ross Kelly and J.R. Wu

contributed to this article.

Source: Thomson Reuters Datastream
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By Carol Dean

And Alex MacDonald

LONDON—ArcelorMittal, the
world’s largest steelmaker by vol-
ume, Wednesday said it was in ad-
vanced discussions with banks to
change the covenant on its loans to
give the company greater flexibility
should market conditions deterio-
rate further.

The Luxembourg-based com-
pany said it didn’t anticipate breach-
ing the existing covenant but that it
was “prudent given the current oper-
ating environment” to put new
terms in place.

The covenant stipulates that net
debt cannot rise beyond 3.5 times
the company’s earnings before inter-
est, tax, depreciation and amortiza-
tion, or Ebitda.

The steelmaker said it wants to
change the covenant governing
loans over a period of one year. The
move doesn’t increase the borrow-
ing costs under the facilities under
normal conditions of financial per-
formance, the company said.

“It’s better that they’re asking to
renegotiate now rather than later”
when it would be much harder to re-
negotiate should market conditions
become worse, said Matthias Hell-
stern, credit analyst at Moody’s In-
vestor Services.

At the end of the first quarter
2009, the company had access to
around $24 billion in cash and credit

facilities and has raised more than
$11 billion from equity, convertible
and other bond issues this year. The
company said it has also made
progress toward its target of reduc-
ing debt by $10 billion by the end of
the 2009.

ArcelorMittal and other large
steelmakers have cut production to
cope with slowing demand in the
economic downturn, but the market
is showing signs of improvement.
Producers are boosting prices and
raising production in response to in-
creased orders stemming from
lower inventories. ArcelorMittal
has increased prices and production
in some regions, but is still operat-
ing at an average of 50% capacity.

Other steelmakers are also in
talks to renegotiate their debt cove-
nants. Russian steel producer Evraz
Group SA said Wednesday it has
launched $600 million of convert-
ible bonds and $300 million of
newly issued shares to refinance its
debt, but may breach some of its fi-
nancial covenants in the future un-
less it finds a way to waive them.

Mr. Hellstern said he expects Ar-
celorMittal to reduce net debt to
about $19.3 billion by the end of the
year, through its capital raising, net
debt reduction plan and other ac-
tions. ArcelorMittal therefore
would need to generate at least $5.5
billion in Ebitda to avoid breaching
the covenant, a figure which he says
is achievable.

By Alexander Kolyandr

LONDON —Russian steel pro-
ducer Evraz Group SA launched
$600 million of convertible bonds
and issued new shares worth $300
million to refinance its debt.

Even so, it said Wednesday, it
may breach some of its financial cov-
enants in the future.

Evraz’s global expansion in the
past five years was mostly debt-fi-
nanced. Billionaires Roman Abram-
ovich and Alexander Abramov
jointly have a 77.6% stake in the com-
pany through their 50-50 owned in-
vestment company, Lanebrook.

Unlike other Russian steel com-
panies that are negotiating debt re-
structuring deals with lenders,
Evraz has looked to raise cash from
the market to ease its debt burden.
Lanebrook plans to subscribe to
$400 million worth of the new secu-
rities, divided roughly equally be-
tween the bonds and global deposi-
tory receipts, or GDR.

Evraz, which had about $8.49 bil-
lionindebtasofJune30,saiditiscon-
sidering alternative ways to address
a possible breach of covenants, in-
cluding a waiver from its lenders.
However, if these remain unresolved,
it may trigger a cross default clause
on its other debt instruments.

Evraz said its short-term debt is
“more than covered” by cash and un-
drawn credit facilities, and it is in com-
pliance with all debt-related terms.

Moscow-based KIT finance said
it doesn’t “believe that Evraz has
material insolvency risks in the mid-
term, though high leverage may de-
press bottom-line profitability.”
The company had $665 million in
cash and $1.08 billion under un-
drawn credits at June 30. Subject to

fulfillment of certain conditions, the
maturity of its $1.8 billion loan from
state-owned VEB Bank was ex-
tended to two years from one. It said
it has received a term sheet from
VTB Bank confirming talks to ex-
tend a $321 million loan due October
for four years.

Given those extensions and $446
million of revolving debt, which the
company expects to continue roll-
ing, Evraz would have $1.21 billion
of expected maturities, while an-
other $900 million will come from
the bonds and share offerings.

“The terms of the convertible
bonds look favorable enough to en-
courage existing Evraz investors to
switch into the new instrument,”
said UniCredit SpA. This, combined
with an estimated 3% to 5% dilution
of the capital from the new shares,
pushed Evraz GDRs in London down
11% to $16.43.

Evraz also said Wednesday it ex-
pects its second-half results to be
better than those of the first half,
as production in Russia and Chi-
na’s exports rise. “There have been
some signals of firming market
conditions in some regions re-
cently that Evraz expects to bene-
fit from in the second half of the
year,” it said.

Evraz said sales volume of steel
products in Russia in the second
quarter fell roughly 50% on year.
Evraz’s Russian steel mills run at
full capacity utilization at 13.5 mil-
lion metric tons a year, down two
million tons from the peak of 2008.

Evraz runs its mills in the U.S. at
55%capacityandexpectsthat“theun-
favorable developments of the sec-
ond quarter in the North American
market may offset the gains achieved
by the Russian operations.”
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By Iain McDonald in Sydney
and Andrew Batson in Beijing
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.50 $23.54 –0.38 –1.59%
Alcoa AA 68.70 9.46 0.05 0.53%
AmExpress AXP 23.30 22.72 0.09 0.40%
BankAm BAC 466.60 11.84 –0.31 –2.55%
Boeing BA 8.40 39.55 0.51 1.31%
Caterpillar CAT 14.90 30.58 0.29 0.96%
Chevron CVX 11.00 62.78 0.08 0.13%
CiscoSys CSCO 49.70 18.13 –0.11 –0.60%
CocaCola KO 9.70 48.51 –0.13 –0.27%
Disney DIS 13.60 22.24 –0.29 –1.29%
DuPont DD 8.00 24.18 0.14 0.58%
ExxonMobil XOM 27.80 66.26 –0.30 –0.45%
GenElec GE 133.90 10.71 –0.30 –2.72%
HewlettPk HPQ 14.00 37.21 0.37 1.00%
HomeDpt HD 13.90 22.66 0.26 1.16%
Intel INTC 76.10 15.94 –0.31 –1.91%
IBM IBM 6.80 100.68 0.49 0.49%
JPMorgChas JPM 65.70 32.71 –0.10 –0.30%
JohnsJohns JNJ 14.00 57.08 0.85 1.51%
KftFoods KFT 12.00 25.70 –0.05 –0.19%
McDonalds MCD 9.80 57.04 0.24 0.42%
Merck MRK 20.30 28.04 0.42 1.52%
Microsoft MSFT 68.20 22.56 0.03 0.13%
Pfizer PFE 47.40 14.61 0.02 0.14%
ProctGamb PG 15.40 52.64 0.73 1.41%
3M MMM 5.70 59.02 0.26 0.44%
TravelersCos TRV 5.60 39.07 0.03 0.08%
UnitedTech UTX 6.60 49.68 0.25 0.51%
Verizon VZ 18.10 28.65 –0.53 –1.82%
WalMart WMT 17.60 48.37 0.53 1.11%

Dow Jones Industrial Average P/E: 12
LAST: 8178.41 s 14.81, or 0.18%

YEAR TO DATE: t 597.98, or 6.8%

OVER 52 WEEKS t 2,969.03, or 26.6%

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

Follow the markets throughout
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Europe and Asia.
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WSJ.com/Online Today

Behind Europe’s deals: Bank revenue rankings, Global (ex US)
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 $1,282 7.7% 55% 23% 21% 1%

Credit Suisse 918 5.5% 47% 31% 20% 2%

UBS 861 5.2% 43% 19% 36% 1%

Goldman Sachs 816 4.9% 44% 18% 38% …%

Deutsche Bank 792 4.8% 38% 33% 25% 4%

Citi 752 4.5% 32% 35% 31% 3%

BNP Paribas 645 3.9% 26% 53% 14% 8%

Bank of America Merrill Lynch 636 3.8% 36% 28% 33% 3%

Morgan Stanley 636 3.8% 43% 20% 37% …%

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

Gecina 645 –8 –12 –40 Glencore Intl 544 5 –3 –104

Rhodia 980 –7 13 106 ITV  518 6 48 –95

Stena Aktiebolag 793 –4 –6 –33 Valeo 326 6 36 91

Metro 196 –3 –3 –40 Norske Skogindustrier 1260 7 31 221

Telekom Austria  77 –3 –8 –19 Brit Awys  784 7 34 159

Stmicroelectronics  78 –3 –6 –9 CIR SpA CIE Industriali Riunite 514 8 11 28

TUI 1644 –3 142 160 Rallye 1323 12 –2 7

Daimler  185 –2 10 29 Alcatel Lucent 823 16 33 15

Kingfisher  157 –2 –4 –8 HeidelbergCement 1018 20 72 65

SABMiller  115 –2 –17 –34 Contl 1068 55 133 317

Source: Markit Group

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

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

SAP Germany Software $47.6 27.95 2.29% –16.1% –30.0%

Soc. Generale France Banks 30.5 37.80 1.82 –31.3 –65.0

E.ON Germany Multiutilities 64.9 23.33 1.66 –45.0 –21.5

GlaxoSmithKline U.K. Pharmaceuticals 99.8 10.86 1.54 –13.0 –28.2

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 96.8 150.30 0.94 –18.2 –28.7

ArcelorMittal Luxembourg Iron & Steel $45.6 21.01 –4.85% –62.3 ...

UniCredit Italy Banks 39.0 1.67 –4.13 –46.4 –66.8

Anglo Amer U.K. General Mining 33.8 15.64 –3.93 –49.0 –32.1

ING Groep Netherlands Life Insurance 18.7 6.46 –3.88 –68.6 –79.1

Intesa Sanpaolo Italy Banks 35.2 2.14 –3.72 –41.8 –51.8

...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

Vodafone Grp 107.9 1.15 0.66% –27.1% –1.0%
U.K. (Mobile Telecoms)
BHP Billiton 46.9 13.08 0.62 –23.5 19.6
U.K. (General Mining)
Novartis 105.7 43.60 0.60 –27.8 –36.6
Switzerland (Pharmaceuticals)
Astrazeneca 63.1 27.00 0.02 9.9 –17.0
U.K. (Pharmaceuticals)
L.M. Ericsson Tel B 28.1 74.80 ... 13.7 –32.9
Sweden (Telecoms Equipment)
BASF 35.1 27.50 –0.18 –33.7 –12.4
Germany (Commodity Chemicals)
Tesco 44.1 3.49 –0.29 –7.8 2.1
U.K. (Food Retailers & Wholesalers)
Unilever 41.3 17.31 –0.52 –7.7 –2.3
Netherlands (Food Products)
Siemens 58.4 46.00 –0.54 –35.3 –30.2
Germany (Diversified Industrials)
BG Grp 57.3 9.95 –0.60 –15.6 35.7
U.K. (Integrated Oil & Gas)
BP 154.6 4.65 –0.60 –15.8 –27.3
U.K. (Integrated Oil & Gas)
ENI 88.7 15.93 –0.62 –30.8 –32.2
Italy (Integrated Oil & Gas)
Nestle S.A. 144.5 41.14 –0.63 –10.8 6.9
Switzerland (Food Products)
Royal Dutch Shell A 82.5 16.74 –0.74 –33.0 –37.5
U.K. (Integrated Oil & Gas)
Deutsche Bk 36.1 41.81 –0.75 –24.9 –51.9
Germany (Banks)
Total S.A. 119.3 36.21 –0.78 –29.4 –30.5
France (Integrated Oil & Gas)
Bayer 41.6 36.22 –0.88 –35.5 –2.1
Germany (Specialty Chemicals)
British Amer Tob 55.3 16.98 –0.93 –5.7 22.7
U.K. (Tobacco)
Sanofi-Aventis S.A. 77.4 42.36 –0.98 –7.1 –45.8
France (Pharmaceuticals)
Telefonica S.A. 102.5 15.68 –0.98 –11.6 20.4
Spain (Fixed Line Telecoms)

France Telecom 57.4 15.80 –1.10% –22.0% –5.5%
France (Fixed Line Telecoms)
Diageo 39.2 8.83 –1.18 –2.2 –4.4
U.K. (Distillers & Vintners)
GDF Suez 77.8 24.78 –1.22 –37.0 –2.0
France (Multiutilities)
Rio Tinto 46.7 18.96 –1.28 –57.6 –20.5
U.K. (General Mining)
Allianz SE 39.3 62.55 –1.33 –44.4 –48.4
Germany (Full Line Insurance)
Deutsche Telekom 49.1 8.10 –1.46 –28.5 –35.2
Germany (Mobile Telecoms)
Nokia 53.0 10.19 –1.55 –36.8 –33.0
Finland (Telecoms Equipment)
Assicurazioni Gen 27.2 13.89 –1.56 –39.7 –43.9
Italy (Full Line Insurance)
Credit Suisse Grp 50.7 46.74 –1.68 6.4 –29.9
Switzerland (Banks)
ABB 34.0 15.97 –1.72 –42.6 5.9
Switzerland (Industrial Machinery)
Banco Bilbao Viz 45.3 8.70 –1.92 –26.9 –46.5
Spain (Banks)
HSBC Hldgs 136.5 4.93 –1.93 –26.6 –41.4
U.K. (Banks)
Koninklijke Phlps 17.0 12.59 –2.14 –40.4 –45.8
Netherlands (Consumer Electronics)
Iberdrola S.A. 36.4 5.25 –2.23 –39.5 –20.2
Spain (Conventional Electricity)
Daimler 34.9 23.65 –2.27 –39.9 –38.8
Germany (Automobiles)
BNP Paribas S.A. 66.5 45.78 –2.33 –20.9 –39.5
France (Banks)
Banco Santander 92.0 8.12 –2.75 –25.8 –24.0
Spain (Banks)
Barclays 50.8 2.87 –3.04 –2.1 –51.3
U.K. (Banks)
UBS 37.2 12.57 –3.38 –40.3 –78.2
Switzerland (Banks)
AXA S.A. 34.4 11.85 –3.70 –37.6 –54.2
France (Full Line Insurance)

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 -0.01% 0.60% 1.9% 4.5% -3.7%
Event Driven 0.32% 1.84% 4.2% 6.6% -21.8%
Equity Market Neutral -0.03% 0.11% -1.2% -3.4% -12.8%
Equity Long/Short -0.26% 0.58% 1.3% 0.6% -17.6%

*Estimates as of 07/07/09, 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 1.18 103.07% 0.02% 1.87 1.02 1.35

Eur. High Volatility: 11/1 2.30 106.32 0.04 3.89 2.03 2.71

Europe Crossover: 11/1 7.56 107.81 0.10 9.71 6.60 7.96

Asia ex-Japan IG: 11/1 1.91 107.04 0.04 3.84 1.58 2.45

Japan: 11/1 2.26 112.53 0.05 4.33 1.41 2.47

 Note: Data as of July 7

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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Luxury wine market reels from downturn
Price cuts pressure
vintners’ cash flow;
drinkers trade down

Audi’s sales, bucking
trend, rose 1.3% in June

CORPORATE NEWS

Auction Napa Valley raised $5.7 million in Oakville, Calif., last month, down from $10.4 million it raised last year.
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By Christoph Rauwald

FRANKFURT—Audi AG bucked
the fall in demand for luxury vehi-
cles Wednesday and said its June
sales rose 1.3% from last year to
about 91,200 cars.

“Since April we see that sales are
stabilizing. The trough of the crisis
is reached,” Audi executive board
member Peter Schwarzenbauer said
in a telephone conference. He said
that the company’s current order in-
take confirms its forecast of
900,000 cars sold in the full year.

Demand for cars deteriorated
sharply toward the end of last year as
credit markets turned sour and con-
sumer confidence waned amid the fi-
nancial crisis. Luxury-car makers
also received less support than mass-
market manufacturers from govern-
ment-backed incentive plans to trade

in old cars, as these programs mainly
fostered sales of smaller vehicles.

But in recent months, Audi, part
of Volkswagen AG, has narrowed
the sales gap with German rivals
BMW AG and Daimler AG’s Mer-
cedes-Benz. That is mainly due to
the launch of new or revamped mod-
els. Audi also has a relatively small
presence in the shrinking U.S. mar-
ket and a large presence in the grow-
ing Chinese market.

Among the key models driving
Audi’s sales are the new-generation
of its best-selling A4, the new Q5
small sports-utility vehicle and the
new A5 coupe. Mr. Schwarzenbauer
said Audi may return to its record
sales level of one million cars,
reached in 2008, in two or three
years, with annual sales of the com-
ing small A1 model accounting for
about 80,000 vehicles.

By Jim Carlton

And David Kesmodel

ST. HELENA, Calif.—Many of
America’s high-end wineries are
reeling from the economic down-
turn, as even wealthy drinkers slash
spending on fine wines.

The slump comes as Americans
continue to drink more wine overall.
Recession-weary consumers, how-
ever, are buying more mid- and low-
priced wines, causing a sharp falloff
in sales of wines priced at $25 a bot-
tle and higher.

The shift is pinching the profits
of luxury vintners in Napa and
Sonoma counties and forcing many
to cut prices and seek new distribu-
tion channels. Some hard-hit winer-
ies have quietly put themselves up
for sale. There is likely to be “a lot of
M&A activity in the short term,”
says Mike Jaeger, president of Wil-
son Daniels Ltd., which helps luxury
winemakers market their products.

The slump follows a long boom
period for high-end wines fueled by
Americans’ rising wealth and inter-
est in wine. In previous recessions,
the high end—less developed than it
is now—was relatively unaffected.
“Nobody in the world has seen some-
thing like this,” says Claude
Blankiet, a maker of fine wines. Reve-

nue at his Yountville, Calif., com-
pany, Blankiet Estate, has slipped
40% this year, he says.

Total U.S. wine sales rose about
5% in terms of volume in the first
quarter from a year earlier, but
wines priced at $25 a bottle and up
fell about 12%, estimates Jon Fre-
drikson, an industry consultant
with Gomberg, Frederikson & Asso-
ciates in Woodside, Calif.

One sign of the times: Auction

Napa Valley—the premier charity
and social event of the year—raised
just $5.7 million last month, down
sharply from the $10.4 million
raised last year.

The change in consumers’ buying
habits, which became pronounced
last fall as the recession deepened,
has prompted many retailers and dis-
tributors to cut orders of luxury
wines. And when they do order the
higher-end wines, they are often ask-

ing for steep discounts, which are be-
ing passed to consumers.

At Dominick’s supermarket in
Lincolnwood, Ill., a 2005 bottle of
Gundlach Bundschu Merlot from
Sonoma recently was marked down
30% to $23.09.

“Your ability to take advantage of
the marketplace is as evident as
ever,” says Daniel M. Taub, a real-es-
tate executive in Rye Brook, N.Y. He re-
cently has been snapping up upscale
wines at discounts of 10% to 25%.

But such price cuts are taking a
heavy toll on wineries’ cash flows,
and could make it difficult for them
to raise prices in the future. “If
you’re a $90 wine and all of a sudden
you’re on the Internet at $50, how
do you ever become a $90 wine
again?” says Elliot Stern, chief oper-
ating officer of the Sorting Table, a
Napa Valley-based wine distributor.

One of the main markets for high-
end wineries is luxury restaurants,
and they have been hurt as Ameri-
cans dine out less. Morton’s the Stea-
khouse, an upscale restaurant chain,
has revised its menu to offer more
bottles in the $60 to $70 range. “A
lot of our guests don’t want to pay
for $200 or $300 wine,” says Tylor
Field, vice president of wine and

spirits for the Chicago-based chain.
Distributors are pulling back,

too. Henry Wine Group, a distribu-
tor in Benicia, Calif., has cut its num-
ber of wine products to 3,000 from
3,600 a year ago. Fred Reno, chair-
man of the company, said many of
the discontinued wines include high-
end California labels.

The companies most vulnerable
to the downturn, and which may not
survive, are mom-and-pop vintners
that began operations inthe past
three to five years and lack estab-
lished brands, analysts say.

Some of the newer operations
are using new marketing techniques
to cope. Alpha Omega, a boutique
winery in Rutherford, Calif., has be-
gun using online services Facebook
and Twitter to reach out to its cus-
tomers. The winery three years ago
began targeting consumers directly,
and the strategy is now paying off;
revenue is up 40% so far this year,
compared with a year ago, in part be-
cause it doesn’t have to share many
revenues with a distributor, says co-
owner Robin Baggett.

The good news for high-end vint-
ners is they are coming off an ex-
traordinary run of near constant in-
creases in sales over the past 15
years. Meanwhile, experts say the
downturn has been mitigated by Cal-
ifornia’s relatively lean grape crops
in recent years, which have kept sup-
ply from outstripping demand.

Few industry observers expect
many vintners to go under during
this slump. But four wineries have
consulted with Global Wine Part-
ners, a Napa wine-industry invest-
ment bank, about needing to raise
money, says Vic Motto, the bank’s
chief executive officer. And Interna-
tional Wine Associates Inc. is repre-
senting about 10 companies seeking
to sell wineries or vineyards, an in-
crease in activity from last year,
says Robert M. Nicholson, a princi-
pal at the firm.

Industry layoffs have been
milder than in many sectors be-
cause most Napa and Sonoma wine-
makers are small. Some larger play-
ers have made deep cuts. Jackson
Family Enterprises, for example,
laid off 12% of its staff in January.

You don’t want a
capital market that
functions perfectly if
you’re in my business.
– WARREN BUFFETT, CEO, BERKSHIRE HATHAWAY

as quoted in FORTUNE’s 4.28.08 issue

“

”

See the latest issue on newsstands
or go to www.fortune.com.

© 2009 Time Inc. FORTUNE and Fortune.com are
registered trademarks of Time Inc. All rights reserved.

Business Needs
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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.

2.79% 12 World -a % % 176.81 –1.28% –31.5% 4.98% 11 U.S. Select Dividend -b % % 499.16 0.86%–23.1%

2.21% 14 Global Dow 1059.70 0.00% –26.4% 1567.51 –0.53% –34.8% 4.67% 15 Infrastructure 1205.00 0.00% –19.9% 1600.13 –0.53% –29.0%

3.37% 26 Stoxx 600 198.00 –1.09% –30.2% 205.55 –1.82% –38.4% 1.93% 6 Luxury 657.10 –0.47% –18.2% 775.92 –1.00% –27.5%

3.53% 17 Stoxx Large 200 212.60 –1.00% –30.7% 219.52 –1.72% –38.7% 7.12% 4 BRIC 50 327.20 –1.61% –23.1% 434.19 –2.19% –31.9%

2.54% -17 Stoxx Mid 200 181.90 –1.52% –28.0% 187.81 –2.25% –36.4% 4.51% 11 Africa 50 683.40 –1.05% –28.9% 604.13 –1.57% –37.1%

2.74% -28 Stoxx Small 200 112.50 –1.57% –27.7% 116.13 –2.30% –36.1% 3.72% 6 GCC % % 1292.40 –2.22% –54.2%

3.35% 19 Euro Stoxx 213.60 –1.26% –32.5% 221.70 –1.98% –40.4% 3.50% 12 Sustainability 663.50 –0.07% –25.2% 778.85 –0.77% –33.9%

3.51% 14 Euro Stoxx Large 200 227.20 –1.18% –32.9% 234.37 –1.90% –40.8% 2.67% 11 Islamic Market -a % % 1542.76 –0.94% –29.6%

2.58% -12 Euro Stoxx Mid 200 202.40 –1.63% –30.8% 208.74 –2.36% –38.9% 2.96% 11 Islamic Market 100 1444.90 0.98% –16.5% 1719.23 0.28% –26.2%

2.82% 16 Euro Stoxx Small 200 122.50 –1.64% –29.3% 126.26 –2.36% –37.5% 2.96% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1089.00 –2.27% –32.7% 1295.29 –2.99% –40.6% 2.24% 12 DJ U.S. TSM % % 9061.85 0.48% –28.4%

5.19% 9 Euro Stoxx Select Div 30 1261.40 –1.64% –42.6% 1506.15 –2.36% –49.3% % DJ-UBS Commodity 112.60 –1.53% –43.0% 113.63 –2.26% –49.6%

*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 1.2731 2.0483 1.1676 0.1602 0.0400 0.1946 0.0135 0.3212 1.7693 0.2376 1.0959 ...

 Canada 1.1617 1.8690 1.0654 0.1462 0.0365 0.1776 0.0123 0.2930 1.6144 0.2168 ... 0.9125

 Denmark 5.3590 8.6223 4.9149 0.6744 0.1683 0.8191 0.0569 1.3519 7.4476 ... 4.6132 4.2095

 Euro 0.7196 1.1577 0.6599 0.0905 0.0226 0.1100 0.0076 0.1815 ... 0.1343 0.6194 0.5652

 Israel 3.9640 6.3779 3.6355 0.4988 0.1245 0.6059 0.0421 ... 5.5090 0.7397 3.4124 3.1137

 Japan 94.1150 151.4263 86.3163 11.8432 2.9565 14.3852 ... 23.7424 130.7963 17.5622 81.0184 73.9273

 Norway 6.5425 10.5266 6.0004 0.8233 0.2055 ... 0.0695 1.6505 9.0924 1.2209 5.6321 5.1391

 Russia 31.8328 51.2174 29.1950 4.0058 ... 4.8655 0.3382 8.0305 44.2396 5.9401 27.4031 25.0047

 Sweden 7.9468 12.7859 7.2883 ... 0.2496 1.2146 0.0844 2.0047 11.0440 1.4829 6.8409 6.2422

 Switzerland 1.0904 1.7543 ... 0.1372 0.0343 0.1667 0.0116 0.2751 1.5153 0.2035 0.9386 0.8565

 U.K. 0.6215 ... 0.5700 0.0782 0.0195 0.0950 0.0066 0.1568 0.8638 0.1160 0.5350 0.4882

 U.S. ... 1.6090 0.9171 0.1258 0.0314 0.1528 0.0106 0.2523 1.3897 0.1866 0.8608 0.7855

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 334.25 –1.50 –0.45% 707.00 302.00
Soybeans (cents/bu.) CBOT 892.00 –3.00 –0.34 1,557.50 670.00
Wheat (cents/bu.) CBOT 517.25 4.75 0.93% 1,072.00 512.00
Live cattle (cents/lb.) CME 83.350 –0.850 –1.01 117.500 78.075
Cocoa ($/ton) ICE-US 2,542 74 3.00 3,237 1,950
Coffee (cents/lb.) ICE-US 115.20 –1.50 –1.29 183.30 109.00
Sugar (cents/lb.) ICE-US 17.21 0.25 1.47 18.09 11.05
Cotton (cents/lb.) ICE-US 59.11 –0.60 –1.00 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,002.00 –67 –3.24 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,634 54 3.42 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,343 –9 –0.67 2,324 1,250

Copper (cents/lb.) COMEX 215.90 –6.65 –2.99 375.35 129.55
Gold ($/troy oz.) COMEX 909.30 –19.80 –2.13 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1285.20 –36.80 –2.78 2,009.00 886.00
Aluminum ($/ton) LME 1,591.00 –48.00 –2.93 3,340.00 1,288.00
Tin ($/ton) LME 14,000.00 –305.00 –2.13 23,700.00 9,750.00
Copper ($/ton) LME 4,865.00 –160.00 –3.18 8,290.00 2,815.00
Lead ($/ton) LME 1,635.00 –91.00 –5.27 2,225.00 870.00
Zinc ($/ton) LME 1,540.00 –55.00 –3.45 2,034.50 1,065.00
Nickel ($/ton) LME 15,500 –605 –3.76 22,000 9,000

Crude oil ($/bbl.) NYMEX 60.14 –2.79 –4.43 139.50 43.42
Heating oil ($/gal.) NYMEX 1.5379 –0.0628 –3.92 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 1.6333 –0.0995 –5.74 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 3.353 –0.076 –2.22 12.038 3.337
Brent crude ($/bbl.) ICE-EU 60.82 –2.68 –4.22 134.00 44.13
Gas oil ($/ton) ICE-EU 497.00 –17.00 –3.31 1,267.00 401.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 8
Per In

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

Argentina peso-a 5.2932 0.1889 3.8088 0.2626

Brazil real 2.7690 0.3611 1.9925 0.5019

Canada dollar 1.6144 0.6194 1.1617 0.8608
1-mo. forward 1.6141 0.6195 1.1615 0.8610

3-mos. forward 1.6136 0.6197 1.1611 0.8613
6-mos. forward 1.6132 0.6199 1.1608 0.8615

Chile peso 755.82 0.001323 543.85 0.001839
Colombia peso 2923.79 0.0003420 2103.83 0.0004753

Ecuador US dollar-f 1.3897 0.7196 1 1
Mexico peso-a 18.6321 0.0537 13.4068 0.0746

Peru sol 4.2068 0.2377 3.0270 0.3304
Uruguay peso-e 32.201 0.0311 23.170 0.0432

U.S. dollar 1.3897 0.7196 1 1
Venezuela bolivar 2.98 0.335097 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7693 0.5652 1.2731 0.7855
China yuan 9.4960 0.1053 6.8329 0.1464

Hong Kong dollar 10.7708 0.0928 7.7502 0.1290
India rupee 67.9449 0.0147 48.8900 0.0205

Indonesia rupiah 14175 0.0000705 10200 0.0000980
Japan yen 130.80 0.007645 94.12 0.010625

1-mo. forward 130.75 0.007648 94.08 0.010629
3-mos. forward 130.66 0.007653 94.02 0.010636

6-mos. forward 130.49 0.007663 93.89 0.010650
Malaysia ringgit-c 4.9510 0.2020 3.5625 0.2807

New Zealand dollar 2.2102 0.4525 1.5903 0.6288
Pakistan rupee 113.612 0.0088 81.750 0.0122

Philippines peso 67.014 0.0149 48.220 0.0207
Singapore dollar 2.0311 0.4924 1.4615 0.6843

South Korea won 1771.93 0.0005644 1275.00 0.0007843
Taiwan dollar 45.869 0.02180 33.005 0.03030
Thailand baht 47.363 0.02111 34.080 0.02934

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

Euro zone euro 1 1 0.7196 1.3897

1-mo. forward 0.9999 1.0001 0.7195 1.3898

3-mos. forward 1.0001 0.9999 0.7196 1.3897

6-mos. forward 1.0002 0.9998 0.7197 1.3895

Czech Rep. koruna-b 26.077 0.0383 18.764 0.0533

Denmark krone 7.4476 0.1343 5.3590 0.1866

Hungary forint 277.07 0.003609 199.37 0.005016

Norway krone 9.0924 0.1100 6.5425 0.1528

Poland zloty 4.4198 0.2263 3.1803 0.3144

Russia ruble-d 44.240 0.02260 31.833 0.03141

Sweden krona 11.0440 0.0905 7.9468 0.1258

Switzerland franc 1.5153 0.6599 1.0904 0.9171

1-mo. forward 1.5148 0.6602 1.0899 0.9175

3-mos. forward 1.5134 0.6608 1.0890 0.9183

6-mos. forward 1.5112 0.6617 1.0874 0.9196

Turkey lira 2.1586 0.4633 1.5532 0.6438

U.K. pound 0.8638 1.1577 0.6215 1.6090

1-mo. forward 0.8638 1.1577 0.6215 1.6089

3-mos. forward 0.8639 1.1576 0.6216 1.6087

6-mos. forward 0.8640 1.1575 0.6217 1.6086

MIDDLE EAST/AFRICA
Bahrain dinar 0.5239 1.9087 0.3770 2.6526

Egypt pound-a 7.7614 0.1288 5.5848 0.1791

Israel shekel 5.5090 0.1815 3.9640 0.2523

Jordan dinar 0.9844 1.0159 0.7083 1.4118

Kuwait dinar 0.4002 2.4990 0.2879 3.4729

Lebanon pound 2095.05 0.0004773 1507.50 0.0006634

Saudi Arabia riyal 5.2122 0.1919 3.7505 0.2666

South Africa rand 11.3404 0.0882 8.1600 0.1225

United Arab dirham 5.1046 0.1959 3.6730 0.2723

SDR -f 0.9007 1.1103 0.6481 1.5430

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 600 198.03 –2.17 –1.08% 0.6% –30.2%

 14 DJ Stoxx 50 2022.80 –17.91 –0.88 –2.1% –29.9%

 19 Euro Zone DJ Euro Stoxx 213.58 –2.72 –1.26 –4.1% –32.5%

 16 DJ Euro Stoxx 50 2291.33 –29.57 –1.27 –6.5% –31.4%

 8 Austria ATX 1985.61 –39.15 –1.93 13.4% –47.7%

 12 Belgium Bel-20 1960.60 –34.21 –1.71 2.7% –36.5%

 8 Czech Republic PX 882.4 1.7 0.19% 2.8% –39.4%

 15 Denmark OMX Copenhagen 264.65 –0.48 –0.18 17.0% –30.4%

 11 Finland OMX Helsinki 5398.69 –96.84 –1.76 –0.1% –36.0%

 11 France CAC-40 3009.71 –38.86 –1.27 –6.5% –30.6%

 18 Germany DAX 4572.65 –25.54 –0.56 –4.9% –28.4%

 … Hungary BUX 14475.74 –292.78 –1.98 18.2% –30.5%

 8 Ireland ISEQ 2661.39 12.72 0.48 13.6% –44.4%

 8 Italy FTSE MIB 17947.41 –373.87 –2.04 –7.8% –37.6%

 9 Netherlands AEX 244.63 –4.41 –1.77 –0.5% –40.5%

 8 Norway All-Shares 313.47 –4.85 –1.52 16.0% –38.8%

 17 Poland WIG 29744.23 –94.57 –0.32 9.2% –25.6%

 14 Portugal PSI 20 7021.04 –56.66 –0.80 10.7% –20.7%

 … Russia RTSI 889.77 –34.34 –3.72% 40.8% –59.2%

 9 Spain IBEX 35 9360.6 –159.4 –1.67 1.8% –22.0%

 15 Sweden OMX Stockholm 239.42 –2.34 –0.97 17.2% –12.5%

 11 Switzerland SMI 5289.39 –39.81 –0.75 –4.4% –23.6%

 … Turkey ISE National 100 37155.95 –56.51 –0.15 38.3% 4.4%

 10 U.K. FTSE 100 4140.23 –46.77 –1.12 –6.6% –25.1%

 20 ASIA-PACIFIC DJ Asia-Pacific 103.82 –1.21 –1.15 10.9% –23.6%

 … Australia SPX/ASX 200 3767.9 1.0 0.03% 1.2% –24.8%

 … China CBN 600 26593.69 47.23 0.18 80.1% 9.9%

 15 Hong Kong Hang Seng 17721.07 –141.20 –0.79 23.2% –18.7%

 16 India Sensex 13769.15 –401.30 –2.83 42.7% –1.4%

 … Japan Nikkei Stock Average 9420.75 –227.04 –2.35 6.3% –27.8%

 … Singapore Straits Times 2259.77 –12.49 –0.55 28.3% –22.5%

 11 South Korea Kospi 1431.02 –3.18 –0.22 27.3% –5.8%

 14 AMERICAS DJ Americas 227.42 –2.35 –1.02 0.6% –31.8%

 … Brazil Bovespa 48581.71 –874.99 –1.77 29.4% –18.4%

 16 Mexico IPC 23208.21 –151.73 –0.65 3.7% –18.5%

*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 8, 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* 236.86 –1.03% 4.0% –33.4%

3.00% 17 World (Developed Markets) 929.89 –1.17% 1.1% –33.7%

2.70% 18 World ex-EMU 109.40 –1.33% 1.7% –32.3%

2.80% 19 World ex-UK 928.25 –1.26% 0.5% –33.0%

3.80% 16 EAFE 1,272.48 –0.28% 2.8% –35.3%

2.90% 14 Emerging Markets (EM) 750.72 –0.08% 32.4% –30.9%

4.40% 11 EUROPE 69.79 –0.75% 0.5% –31.0%

4.60% 12 EMU 138.92 –0.23% –2.2% –40.4%

4.10% 13 Europe ex-UK 76.18 –0.71% –1.8% –30.8%

5.50% 9 Europe Value 77.28 –0.87% –0.3% –32.5%

3.30% 15 Europe Growth 61.26 –0.64% 1.4% –29.6%

3.50% 12 Europe Small Cap 122.33 –0.38% 21.2% –30.3%

2.70% 7 EM Europe 194.74 –0.21% 22.6% –52.4%

5.00% 8 UK 1,245.05 –0.19% –5.3% –25.3%

3.10% 13 Nordic Countries 109.05 –0.36% 11.2% –33.7%

2.00% 6 Russia 517.43 –0.01% 25.5% –64.2%

4.20% 10 South Africa 598.50 1.25% 3.4% –16.4%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 318.46 0.12% 28.7% –25.9%

1.70%-117 Japan 559.29 –0.48% 5.5% –33.0%

2.40% 16 China 53.85 –1.18% 32.0% –13.2%

1.10% 18 India 555.73 0.53% 50.5% 2.0%

1.30% 20 Korea 397.10 0.44% 29.4% –13.3%

4.40% 29 Taiwan 244.26 1.13% 40.9% –16.8%

2.20% 22 US BROAD MARKET 969.20 –1.99% –1.3% –31.2%

1.60% -40 US Small Cap 1,260.29 –2.10% 1.1% –30.3%

3.50% 13 EM LATIN AMERICA 2,844.08 –1.30% 36.9% –40.1%

*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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Hyundai’s hybrid makes
debut in South Korea

Opel’s chief urges a speedy deal

Car buyers up for grabs
Surviving dealers
fight for customers
as sector shakes out

Hyundai’s Avante compact sedan is the first hybrid to be powered by LPG, a
clean-burning fuel often used in South Korean taxis and buses.

General Motors has told Dalgleish Cadillac, which began selling Cadillacs in Detroit in 1954, it must close by September 2010.

FOCUS ON AUTOMOBILES

By Norihiko Shirouzu

BEIJING—Toyota Motor Corp.
posted its second consecutive
month of double-digit vehicle sales
growth in China and could surpass
last year’s annual sales total, indicat-
ing that its troubles in a fast-grow-
ing market that has lifted foreign ri-
vals are easing.

Because of a sizable slide in sales
earlier this year, Toyota executives
had feared that the Japanese auto
maker might miss its 2009 goal of
matching year-ago sales. But Wednes-
day, a senior Toyota sales executive
said the company may be able to ex-
ceed last year’s sales level of 585,000
vehicles by a relatively big margin.

The executive said Toyota has
stepped up production of cars with
smaller engines—a segment China’s
central government has been trying
to emphasize through a sales tax cut
and other measures as it pays
greater attention to the nation’s fuel
consumption. A couple of new cars
launched recently have been selling

better than expected, while sales de-
clines among bigger, more luxurious
cars show signs of bottoming out.

“We think we may be seeing a full-
fledged recovery in our China
sales,” the executive said.

On Wednesday, Toyota said its
China sales in June rose 33% from a
year earlier to 56,571 vehicles. That
followed the 17% growth it posted in
May. Toyota’s first-half sales to-
taled about 284,000, unchanged
from a year earlier.

Rival General Motors Corp.,
even as it has dealt with a turbulent
U.S., market, has performed
strongly in China. Its first-half sales—
which include small vehicles pro-
duced by a joint venture in which
GM has only a minority stake—rose
38% from a year earlier to a record
814,442 units. On Wednesday, GM
China President Kevin Wale said he
expects GM’s sales growth in China
to exceed 20% this year.
 —Patricia Jiayi Ho

in Guangzhou, China,
contributed to this article.

Toyota sees recovery in China

By SungHa Park

GAPYEONG, South Korea—Hyun-
dai Motor Co. on Wednesday began
selling its first hybrid car here in
South Korea, an Avante compact se-
dan that runs on liquid petroleum
gas and a battery, and said it would
roll out gas-battery hybrids in other
countries next year.

The company said the new car is
the first hybrid to be powered by
LPG. Many South Korean taxis and
buses run on LPG, which burns
cleaner and is less corrosive than or-
dinary gasoline. Hyundai has been
successful with LPG-powered ver-
sions of its midsize Sonata sedan in
South Korea, which has a sizable in-
frastructure of filling stations.

Hyundai will produce the Avante
hybrid in three types, with the entry-
level vehicle expected to sell for 20.5
million won, or about $16,100, after
the effects of a tax break. That is
about 8.5 million won more than the
entry-level, gas-powered Avante,
but the gap is reduced by other tax
exemptions. (Outside South Korea,
Hyundai uses the name Elantra for
its compact sedan.)

LPG is priced at about half the
level of ordinary gasoline in South
Korea, which means the payback
from fuel savings with the Avante
Hybrid is faster than seen with gas-
hybrid cars that have gained popu-
larity in the U.S. and elsewhere. Un-

der a formula assuming 20,000 kilo-
meters in annual driving, Hyundai
estimates the new car would pro-
duce fuel savings of about 1.35 mil-
lion won ($1,059) each year, based
on current prices at the pump.

Rim Joung-hun, a marketing
manager, said Hyundai is studying
other countries where LPG vehicles
are common but it doesn’t plan to ex-
port the vehicle for now. The com-
pany plans to offer a gas-battery hy-
brid version of the Sonata in North
America late next year, before sell-
ing it in South Korea, Mr. Rim said.

South Korea’s government late
lastyear introduceda taxbenefitto en-
courage purchases of hybrid cars. The
incentive, which took effect last week,
gives buyers an exemption on taxes of
as much as 3.1 million won. The tax
break expires at the end of 2012.

Even with the tax break, South Ko-
rean government officials are fore-
casting slow sales of hybrid vehicles,
with just 30,000 expected to be on the
road by 2012, in a country where
about1.1millionnewvehiclesarepur-
chased annually. Japanese manufac-
turer Toyota Motor Corp., the lead-
ing seller of hybrid vehicles world-
wide, hasn’t introduced its models in
South Korea. Honda Motor Co. offers
a hybrid version of its Civic compact
in the country.

Hyundai said it aims to sell about
7,500 of the hybrid Avante in South
Korea this year and 15,000 next year.

Hyundai

By Nico Schmidt

The head of General Motors
Corp.’s German unit Adam Opel
GmbH said the interest of several po-
tential investors strengthens the auto
maker’s negotiating position, but it
must not delay the sales process.

“We need a deal fast,” Hans De-
mant said Wednesday in an internal
letter to staff.

Takeover talks are under way
with Magna International Inc.,
Ripplewood Holdings LLC, Beijing
Automotive Industry Holding Co.

and Fiat SpA, Mr. Demant said.
Each investor has its own strategic

approach, he said. Italy-based Fiat is
focused on future technologies; BAIC
wants to grow in the Chinese market;
and Canada-based Magna plans to ex-
pand its product portfolio to create
growth in markets such as Russia. U.S.
buyout group Ripplewood, Mr. De-
mantsaid, wants to “help us as[an] in-
vestor through the difficult time.”

Magna is the front-runner to
clinch a deal with GM after it signed a
nonexclusive memorandum of under-
standing in May to acquire a majority

stake in Opel and British brand Vaux-
hall as part of a bid backed by Russia’s
OAO Sberbank and auto maker OAO
GAZ Group.

Magna’s supervisory board plans
to discuss the bid at a July 14 meeting.
BAIC launched a bid valued at Œ660
million ($918.2 million) for a 51%
stakein the German carmaker,accord-
ing to a document outlining the take-
over. Fiat has reiterated its interest in
Opel, but so far has refused to im-
prove its bid.
 —Christoph Rauwald

contributed to this article.

By John D. Stoll

And Andrew Grossman

For more than 35 years, Jerry
Wyatt was a loyal customer of Bobby
Archer, a Houston-area Chrysler
dealer. Mr. Wyatt bought 30 vehicles
from the dealer, and neither rebates
nor new models ever lured him to
shop elsewhere.

But now Mr. Archer’s three deal-
erships have closed as part of the
consolidation of Chrysler Group
LLC’s retail network, and Mr. Wyatt
says he is so upset he may switch to
a different car maker.

“I just don’t believe that Chrysler
showed any sensitivity to the custom-
ers,” saysMr.Wyatt, a 62-year-old city
councilman in Missouri City, Texas.

Across the U.S., hundreds of car
dealers have closed their doors
amid slumping sales, and hundreds
more will wind down this year be-
cause of the bankruptcy reorganiza-
tions of Chrysler and General Mo-
tors Corp. The upheaval means that
many car owners are considered up
for grabs—six million of them, ac-
cording to R.L. Polk & Co., an auto-in-
dustry market researcher.

In an industry that’s on track to
sell 10 million new cars and light
trucks this year, winning over even a
small number could have an impact
on dealers and auto makers.

As a result, surviving dealers are
scrambling to win over as many as
they can. Mr. Wyatt has already re-
ceived a postcard from Finnegan

Dodge offering oil changes for $9.99
on Fridays.

In Woodside, N.Y., Brian Ben-
stock, owner of Paragon Honda, has
sent postcards to thousands of area
GM owners seeking their business,
using a customer list from a nearby
Pontiac dealer that closed.

“We’resending them anorphan let-
ter that says we’d like to adopt them
as customers, telling them that as a
used-car dealer we service all makes
and models,” Mr. Benstock says.
“Eventually, they might buy a Honda.”

For dealers, attracting orphaned
car owners could start a relation-
ship that will eventually produce
auto sales. But the potential service
and repair business from those cus-
tomers is also important. Service
and parts generate $4 million in an-
nual revenue for the average dealer,
and they produce wider margins
than sales of new vehicles.

According to industry estimates,
at least 3,000 of the 20,000-plus
dealers in the U.S. will have closed
between 2008 and 2010. Chrysler
dropped 789 stores from its net-
work on June 9 as part of its restruc-
turing, leaving the company with
about 2,400. GM plans to shed about
2,400 to lower its dealer count to
less than 4,000.

Dealers aren’t the only ones try-
ing to attract orphaned customers.
Chrysler has also tried to reach out
to them. In early June, it started
sending letters offering $1,000 loy-
alty discounts on Chrysler vehicles
at surviving dealerships.

But not everyone is buying.
Mike Hinson, who purchased vehi-
cles from Stearns Jeep in Graham,
N.C., for about 15 years, says
Chrysler’s corporate pitch was im-
personal and ineffective. Now that

Stearns Jeep is out of business, he
says he isn’t sure where he will go
when it comes time to replace his
black 2008 Jeep Grand Cherokee.

Ted Teegarden, a retired adver-
tising executive who lives in Bir-
mingham, Mich., has also become an
automotive free agent. He has long
had deep ties to GM. In the 1970s, he
worked on the company’s iconic Pon-
tiac advertising campaigns, and for
the past 13 years he has bought Cadil-
lacs from Dalgleish Cadillac in De-
troit, which is closing.

“I’ll probably find a good dealer,
but I won’t find someone like Doug
Dalgleish,” Mr. Teegarden says.

Scott Gruwell, the owner of Cour-
tesy Chevrolet in Phoenix, expanded
his orphan-adoption program last
year when two competitors—Power
Chevrolet and Bill Heard Chevrolet—
went out of business. Mr. Gruwell
was able to buy lists of customers
who purchased from those dealers.

“When Bill Heard went out of
business in the fall, we had meetings
almost daily to figure out how we
were going to earn customers’ re-
spect,” Mr. Gruwell says.

He sent out letters and emails of-
fering free oil changes, car washes
and lunches to people who could
show proof they had been custom-
ers of Heard or Power.

Mr. Gruwell says that buying lists
from closed dealers or other sources
ischeaper thanother advertising tech-
niques, such as radio and television.

So far, Courtesy says its share of
the Phoenix market has climbed two
percentage points, and sales at its
service business are up about 15%.

“What I am noticing every day
when I go into the service drive are
Bill Heard and Power Chevrolet
nameplates on people’s vehicles,”
Mr. Gruwell says. “That feels good.”

Reuters
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/05 SAR 5.36 13.0 –45.0 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 27.89 8.8 –21.6 –9.9

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/07 USD 300.33 22.3 –1.0 –0.1
Sel Emerg Mkt Equity GL EQ GGY 07/07 USD 166.27 26.9 –28.5 –18.2
Sel Euro Equity EUR US EQ GGY 07/07 EUR 77.29 5.7 –30.9 –30.4
Sel European Equity EU EQ GGY 07/07 USD 143.48 4.3 –39.5 –30.5
Sel Glob Equity GL EQ GGY 07/07 USD 152.17 5.9 –33.0 –28.2
Sel Glob Fxd Inc GL BD GGY 07/07 USD 131.67 2.1 –10.5 –2.7
Sel Pacific Equity AS EQ GGY 07/07 USD 109.56 21.2 –28.3 –18.4
Sel US Equity US EQ GGY 07/07 USD 100.58 –0.2 –30.4 –24.6
Sel US Sm Cap Eq US EQ GGY 07/07 USD 134.83 3.1 –31.2 –29.1

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 07/03 USD 46.47 36.1 –26.0 –15.4
LG Asian Plus AS EQ CYM 07/03 USD 46.70 23.6 –24.9 –17.0
LG Asian SmallerCo's AS EQ BMU 07/07 USD 76.98 39.6 –27.1 –32.9
LG India EA EQ MUS 07/02 USD 49.95 56.5 –3.0 –12.9
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 07/07 EUR 23.60 –10.0 –54.1 –47.3
MP-TURKEY.SI OT OT SVN 07/07 EUR 25.81 32.2 –16.7 –29.1

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 07/07 USD 12.45 42.8 –11.8 –4.0
Parex Caspian Sea Eq EU EQ LVA 07/07 EUR 2.85 35.7 –66.2 –47.1
Parex Eastern Europ Bd EU BD LVA 07/07 USD 12.45 42.8 –11.8 –4.0
Parex Russian Eq EE EQ LVA 07/07 USD 14.35 65.7 –52.4 –25.7

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 07/08 USD 136.79 23.4 –23.7 –20.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/08 USD 130.71 22.8 –24.4 –20.9
PF (LUX)-Biotech-Pca OT EQ LUX 07/07 USD 260.99 –8.5 –22.3 –7.3
PF (LUX)-CHF Liq-Pca CH MM LUX 07/07 CHF 124.14 0.1 0.6 1.4
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/07 CHF 93.70 0.1 0.6 1.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/07 USD 92.68 14.0 –14.9 –14.1
PF (LUX)-East Eu-Pca EU EQ LUX 07/07 EUR 204.70 53.3 –47.9 –34.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/08 USD 119.79 28.6 –34.2 –22.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/08 USD 396.06 30.2 –34.2 –22.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/07 EUR 79.57 4.1 –26.8 –26.6
PF (LUX)-EUR Bds-Pca EU BD LUX 07/07 EUR 374.98 0.4 5.4 2.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/07 EUR 285.35 0.4 5.4 2.6
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/07 EUR 137.17 9.8 6.2 2.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/07 EUR 96.43 9.8 6.2 2.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/07 EUR 118.03 30.9 –10.3 –11.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/07 EUR 68.43 30.9 –10.3 –11.4
PF (LUX)-EUR Liq-Pca EU MM LUX 07/07 EUR 135.68 0.8 2.4 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/07 EUR 97.78 0.8 2.4 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/07 EUR 102.35 0.5 2.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/07 EUR 100.99 0.5 2.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/07 EUR 326.55 6.7 –29.4 –30.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/07 EUR 104.65 3.5 –27.0 –29.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/07 USD 217.65 14.9 9.2 6.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/07 USD 148.06 14.9 9.2 6.6
PF (LUX)-Gr China-Pca AS EQ LUX 07/08 USD 283.10 33.1 –12.1 –12.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/08 USD 266.67 39.2 –11.8 –15.8
PF (LUX)-Jap Index-Pca JP EQ LUX 07/08 JPY 8484.05 4.1 –31.5 –29.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/08 JPY 7438.58 1.9 –35.8 –33.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/08 JPY 7237.02 1.5 –36.3 –34.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/08 JPY 4199.50 7.0 –30.5 –29.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/08 USD 192.52 21.6 –27.8 –19.0

PF (LUX)-Piclife-Pca CH BA LUX 07/07 CHF 714.07 3.6 –7.0 –10.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/07 EUR 48.66 10.2 –16.3 –25.7

PF (LUX)-Rus Eq-Pca OT OT LUX 07/07 USD 38.63 69.1 –58.5 NS

PF (LUX)-Security-Pca GL EQ LUX 07/07 USD 80.04 12.0 –13.7 –17.4

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/07 EUR 365.98 12.2 –27.8 –29.4

PF (LUX)-US Eq-Ica US EQ LUX 07/07 USD 81.69 0.0 –29.1 –21.0

PF (LUX)-USA Index-Pca US EQ LUX 07/07 USD 71.24 –1.7 –28.4 –23.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/07 USD 507.59 –4.3 5.7 7.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/07 USD 372.46 –4.3 5.7 7.4

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

PF (LUX)-USD Liq-Pdi US MM LUX 07/07 USD 85.44 0.5 1.4 2.4
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/07 USD 101.56 0.3 1.5 NS

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

PF (LUX)-Water-Pca GL EQ LUX 07/07 EUR 105.29 2.2 –17.6 –20.1

PF (LUX)-WldGovBds-Pca GL BD LUX 07/08 USD 160.51 –2.6 4.4 9.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/08 USD 132.86 –2.6 4.5 9.6

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/07 USD 44.06 6.1 –53.8 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/06 USD 10.49 33.8 –12.9 –17.1

Japan Fund USD JP EQ IRL 07/08 USD 15.65 6.5 2.0 –8.4
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 07/02 USD 92.56 60.4 –26.5 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/07 EUR 549.36 –2.5 –29.3 NS

Core Eurozone Eq B EU EQ IRL 07/07 EUR 649.80 –1.2 –28.0 NS

Euro Fixed Income A EU BD IRL 07/07 EUR 1163.29 2.8 –3.4 –3.5
Euro Fixed Income B EU BD IRL 07/07 EUR 1238.30 3.1 –2.8 –3.0

Euro Small Cap A EU EQ IRL 07/07 EUR 938.25 10.7 –32.3 –34.8

Euro Small Cap B EU EQ IRL 07/07 EUR 1002.14 11.0 –31.9 –34.4

Eurozone Agg Eq A EU EQ IRL 07/07 EUR 509.26 2.5 –29.8 –30.9

Eurozone Agg Eq B EU EQ IRL 07/07 EUR 729.75 2.8 –29.4 –30.4

Glbl Bd (EuroHdg) A GL BD IRL 07/07 EUR 1280.45 6.9 1.1 0.5

Glbl Bd (EuroHdg) B GL BD IRL 07/07 EUR 1355.17 7.3 1.8 1.2

Glbl Bd A EU BD IRL 07/07 EUR 1036.56 5.7 9.0 0.8
Glbl Bd B EU BD IRL 07/07 EUR 1100.30 6.0 9.6 1.4

Glbl Real Estate A OT EQ IRL 07/07 USD 668.45 0.3 –39.1 –31.1

Glbl Real Estate B OT EQ IRL 07/07 USD 687.14 0.6 –38.7 –30.6

Glbl Real Estate EH-A OT EQ IRL 07/07 EUR 615.88 –1.8 –37.9 –32.1

Glbl Real Estate SH-B OT EQ IRL 07/07 GBP 57.63 –2.8 –38.6 –31.8

Glbl Strategic Yield A EU BD IRL 07/07 EUR 1350.92 19.5 –7.1 –5.1

Glbl Strategic Yield B EU BD IRL 07/07 EUR 1441.48 19.9 –6.5 –4.5
Japan Equity A JP EQ IRL 07/07 JPY 11634.00 12.6 –28.7 –28.3

Japan Equity B JP EQ IRL 07/07 JPY 12364.00 12.9 –28.2 –27.8

PacBasn (Ex-Jap) Eq A AS EQ IRL 07/07 USD 1701.73 32.3 –19.2 –17.4

PacBasn (Ex-Jap) Eq B AS EQ IRL 07/07 USD 1810.83 32.7 –18.7 –16.9

Pan European Eq A EU EQ IRL 07/07 EUR 748.16 4.1 –29.6 –29.5

Pan European Eq B EU EQ IRL 07/07 EUR 795.23 4.4 –29.3 –29.1

US Equity A US EQ IRL 07/07 USD 680.75 1.7 –30.9 –23.4
US Equity B US EQ IRL 07/07 USD 726.80 2.1 –30.5 –22.9

US Small Cap A US EQ IRL 07/07 USD 996.20 –0.9 –31.2 –26.5

US Small Cap B US EQ IRL 07/07 USD 1064.16 –0.6 –30.7 –26.0

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/08 SEK 63.14 4.9 –29.4 –31.6

Choice Japan Fd JP EQ LUX 07/08 JPY 46.65 3.7 –31.6 –31.2

Choice Jpn Chance/Risk JP EQ LUX 07/08 JPY 47.93 7.0 –36.6 –32.4
Choice NthAmChance/Risk US EQ LUX 07/08 USD 3.09 10.5 –34.9 –22.8

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

Europe 3 Fd EU EQ LUX 07/08 EUR 3.20 4.7 –32.9 –32.9
Global Chance/Risk Fd GL EQ LUX 07/08 EUR 0.48 1.9 –26.8 –27.2

Global Fd GL EQ LUX 07/08 USD 1.68 1.0 –34.6 –26.0

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 07/08 USD 5.88 29.8 –15.1 –17.4
Currency Alpha EUR -IC- OT OT LUX 07/08 EUR 10.58 –3.0 –0.2 1.6

Currency Alpha EUR -RC- OT OT LUX 07/08 EUR 10.50 –3.3 –0.6 1.2
Currency Alpha SEK -ID- OT OT LUX 07/08 SEK 98.47 –6.8 –4.1 NS

Currency Alpha SEK -RC- OT OT LUX 07/08 SEK 115.95 –3.3 –0.6 1.2
Generation Fd 80 OT OT LUX 07/08 SEK 6.91 8.2 –12.4 NS

Nordic Focus EUR NO EQ LUX 07/08 EUR 58.88 18.0 –28.5 NS
Nordic Focus NOK NO EQ LUX 07/08 NOK 66.60 18.0 –28.5 NS

Nordic Focus SEK NO EQ LUX 07/08 SEK 69.23 18.0 –28.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/08 USD 1.43 2.6 –30.0 –24.3

Ethical Global Fd GL EQ LUX 07/08 USD 0.63 5.6 –30.6 –25.3
Ethical Sweden Fd NO EQ LUX 07/08 SEK 33.51 21.6 –3.4 –17.5

Europe Fd OT OT LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 07/08 SEK 12.82 0.7 3.4 5.6

Medical Fd OT EQ LUX 07/08 USD 2.75 –4.1 –20.0 –14.0
Short Medium Bd Fd SEK NO MM LUX 07/08 SEK 8.80 1.0 2.2 2.8

Technology Fd OT EQ LUX 07/08 USD 1.93 24.0 –19.9 –15.7
World Fd NO BA LUX 07/08 USD 1.71 6.6 –27.5 –20.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/08 EUR 1.27 0.0 0.5 1.4
Short Bond Fd SEK NO MM LUX 07/08 SEK 21.90 1.6 2.3 2.9

Short Bond Fd USD US MM LUX 07/08 USD 2.49 –0.2 0.5 1.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/08 SEK 10.12 0.6 –0.5 0.7

Alpha Bond Fd SEK -B- NO BD LUX 07/08 SEK 8.77 0.6 –0.5 0.7
Alpha Bond Fd SEK -C- NO BD LUX 07/08 SEK 25.35 0.5 –0.5 0.5

Alpha Bond Fd SEK -D- NO BD LUX 07/08 SEK 7.89 0.5 –0.5 0.5
Alpha Short Bd SEK -A- NO MM LUX 07/08 SEK 11.05 2.3 3.1 3.4

Alpha Short Bd SEK -B- NO MM LUX 07/08 SEK 10.11 2.3 3.1 3.4
Alpha Short Bd SEK -C- NO MM LUX 07/08 SEK 21.62 2.2 3.0 3.3

Alpha Short Bd SEK -D- NO MM LUX 07/08 SEK 8.18 2.2 3.0 3.3
Bond Fd SEK -C- NO BD LUX 07/08 SEK 42.23 1.6 11.9 6.9

Bond Fd SEK -D- NO BD LUX 07/08 SEK 12.26 1.7 11.9 6.3
Corp. Bond Fd EUR -C- EU BD LUX 07/08 EUR 1.17 7.0 0.2 –0.2

Corp. Bond Fd EUR -D- EU BD LUX 07/08 EUR 0.89 7.1 0.3 –0.3
Corp. Bond Fd SEK -C- NO BD LUX 07/08 SEK 11.52 7.2 –4.1 –1.6

Corp. Bond Fd SEK -D- NO BD LUX 07/08 SEK 8.71 7.2 –4.1 –1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/08 EUR 102.15 –1.6 5.3 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/08 EUR 106.59 2.9 9.9 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 07/08 SEK 1176.77 2.9 9.9 NS
Flexible Bond Fd -C- NO BD LUX 07/08 SEK 21.31 2.1 6.6 4.6

Flexible Bond Fd -D- NO BD LUX 07/08 SEK 11.65 2.1 6.6 4.6

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/08 SEK 77.36 –3.4 –25.6 –16.1
SEB Asset Sele Defensive Inc OT OT LUX 07/08 SEK 70.67 –3.4 –25.6 –17.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/08 USD 1.98 28.8 –27.1 –16.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/08 SEK 26.06 55.2 8.4 –16.6

Europe Chance/Risk Fd EU EQ LUX 07/08 EUR 809.02 6.1 –35.4 –34.7

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

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

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/06 EUR 28.01 –1.2 –6.0 –0.2
Bonds Eur Corp A OT OT LUX 07/06 EUR 22.06 6.4 3.0 0.2

Bonds Eur Hi Yld A OT OT LUX 07/06 EUR 17.22 29.5 –9.8 –11.9

Bonds EURO A OT OT LUX 07/06 EUR 40.28 2.0 10.0 5.8

Bonds Europe A OT OT LUX 07/07 EUR 38.42 1.4 8.6 4.5

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 07/06 USD 34.31 8.8 8.4 7.5

Bonds World A OT OT LUX 07/06 USD 40.20 0.9 3.5 8.8

Eq. China A OT OT LUX 07/07 USD 19.72 31.9 –9.7 –13.8

Eq. ConcentratedEuropeA OT OT LUX 07/07 EUR 22.05 7.0 –29.6 –29.9

Eq. Eastern Europe A OT OT LUX 07/07 EUR 16.10 21.8 –54.5 –38.6

Eq. Equities Global Energy OT OT LUX 07/07 USD 14.25 0.0 –48.0 –21.5

Eq. Euroland A OT OT LUX 07/07 EUR 8.79 –4.1 –32.5 –31.4

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

Eq. EurolandCyclclsA OT OT LUX 07/06 EUR 14.46 5.3 –27.7 –25.8

Eq. EurolandFinancialA OT OT LUX 07/07 EUR 8.92 5.9 –33.3 –35.0

Eq. Glbl Emg Cty A OT OT LUX 07/07 USD 7.83 31.0 –30.3 –19.0

Eq. Global A OT OT LUX 07/07 USD 21.87 4.0 –30.2 –26.2

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

Eq. Gold Mines A OT OT LUX 07/07 USD 23.53 12.6 –19.7 –5.6

Eq. Japan Sm Cap A OT OT LUX 07/07 JPY 1074.98 18.7 –18.7 –29.8

Eq. Japan Target A OT OT LUX 07/08 JPY 1768.40 13.0 –7.0 –15.6

Eq. Pacific A OT OT LUX 07/07 USD 7.95 24.5 –23.5 –19.0

Eq. US ConcenCore A OT OT LUX 07/07 USD 17.64 8.6 –23.5 –18.0

Eq. US Lg Cap Gr A OT OT LUX 07/07 USD 12.11 12.3 –35.6 –22.1

Eq. US Mid Cap A OT OT LUX 07/07 USD 22.21 10.8 –33.9 –20.8

Eq. US Multi Strg A OT OT LUX 07/06 USD 17.07 6.9 –33.8 –25.1

Eq. US Rel Val A OT OT LUX 07/07 USD 16.00 3.0 –32.7 –30.1

Eq. US Sm Cap Val A OT OT LUX 07/07 USD 12.53 –3.2 –38.2 –34.3

Eq. US Value Opp A OT OT LUX 07/07 USD 12.78 –1.4 –41.7 –34.2

Money Market EURO A OT OT LUX 07/07 EUR 27.34 0.8 2.9 3.5

Money Market USD A OT OT LUX 07/07 USD 15.82 0.5 1.7 2.8

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/08 JPY 8546.00 –0.7 –35.3 –37.1

YMR-N Japan Fund OT OT IRL 07/08 JPY 9546.00 1.1 –33.1 –33.7

YMR-N Small Cap Fund OT OT IRL 07/08 JPY 6781.00 5.7 –26.1 –35.9

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/08 JPY 6001.00 1.7 –35.3 –34.4

Yuki 77 Growth JP EQ IRL 07/08 JPY 5655.00 –4.4 –39.5 –39.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/08 JPY 6372.00 2.1 –32.9 –35.0

Yuki Chugoku JpnLowP JP EQ IRL 07/08 JPY 8018.00 –2.1 –26.7 –30.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/08 JPY 6647.00 –1.8 –36.7 –36.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/08 JPY 4398.00 –3.3 –39.9 –36.3

Yuki Hokuyo Jpn Inc JP EQ IRL 07/08 JPY 5156.00 –2.3 –32.4 –31.0

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/08 JPY 4992.00 6.1 –24.5 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/08 JPY 4130.00 –2.8 –43.0 –39.3

Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/08 JPY 4423.00 –1.5 –42.9 –40.0

Yuki Mizuho Jpn Exc 100 OT OT IRL 07/08 JPY 6268.00 2.7 –37.7 –36.0

Yuki Mizuho Jpn Gen OT OT IRL 07/08 JPY 8090.00 0.9 –33.3 –35.5

Yuki Mizuho Jpn Gro OT OT IRL 07/08 JPY 6199.00 –0.8 –33.6 –36.8

Yuki Mizuho Jpn Inc OT OT IRL 07/08 JPY 7456.00 –6.2 –36.1 –33.4

Yuki Mizuho Jpn Lg Cap OT OT IRL 07/08 JPY 4842.00 –2.8 –35.5 –34.7

Yuki Mizuho Jpn LowP OT OT IRL 07/08 JPY 11653.00 2.8 –22.5 –28.4

Yuki Mizuho Jpn PGth OT OT IRL 07/08 JPY 7656.00 0.2 –36.9 –37.1

Yuki Mizuho Jpn SmCp OT OT IRL 07/08 JPY 6827.00 11.3 –25.4 –35.5

Yuki Mizuho Jpn Val Sel OT OT IRL 07/08 JPY 5527.00 6.4 –29.6 –30.8

Yuki Mizuho Jpn YoungCo OT OT IRL 07/08 JPY 2805.00 17.5 –31.9 –41.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/08 JPY 4697.00 4.4 –39.5 –37.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/08 JPY 5108.00 0.2 –34.9 –36.4

Continued from previous page

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 05/29 USD 1354.30 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1763.67 1.3 –8.2 –4.1
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 05/29 USD 1694.39 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 05/29 USD 955.15 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/29 EUR 98.91 0.5 –22.5 –11.4
D'Auriol Opp F3 EUR EU MM CYM 05/29 EUR 969.94 –2.6 –26.5 –15.8

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 06/30 EUR 183.32 –14.6 –4.6 11.2
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 184.82 –15.8 –6.8 10.5
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 176.67 –15.5 –18.2 2.7
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 183.41 –15.7 –18.7 2.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8

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

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

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

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

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

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 –22.6 NS NS
Integrated Dir Trading EUR OT OT CYM 04/30 EUR 104.89 2.9 –2.8 6.4
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 77.45 8.8 –20.3 –12.0
Integrated European EUR OT OT CYM 06/30 EUR 151.88 1.9 –3.7 –0.7
Integrated Event Driven EUR OT OT CYM 04/30 EUR 81.53 –0.4 –21.5 –10.8
Integrated Lg/Sh Sel F EUR OT OT CYM 04/30 EUR 84.74 –1.0 –13.3 –5.9
Integrated MultSt B EUR OT OT VGB 04/30 EUR 115.61 2.4 –16.1 –6.9
Integrated Relative Value EUR OT OT CYM 04/30 EUR 92.26 2.9 –6.1 –3.5

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 –11.6 –27.7 –16.8
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 05/29 USD 1278.44 NS –13.8 –5.3

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 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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At Banesto, provisions cut profits

Kodak bets on printers
With cash stable,
CEO touts firm’s
inkjet business

CORPORATE NEWS

Kodak CEO Antonio Perez, shown in February, sees signs of an upturn in business
conditions, but said he doesn’t expect growth to return until 2011.
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GLOBAL BUSINESS BRIEFS

Actis LLP

London-based private-equity
firm Actis LLP said it will pay $244
million for a 9.3% stake in Egypt’s
Commercial International Bank,
making it CIB’s largest single inves-
tor. Actis is buying 50% of a stake
held by a consortium of investors
led by New York private-equity
firm Ripplewood Holdings, Actis
said in a statement on the Abu
Dhabi stock exchange’s Web site.
CIB is Egypt’s largest bank by mar-
ket value. The purchase makes CIB
“an anchor investment” for the
firm’s global emerging-markets
fund, Actis senior partner Paul
Fletcher said. The Actis Emerging
Markets 3 fund said in December it
had raised $2.9 billion, exceeding
its $2.5 billion target.

Amgen Inc.

Experimental bone drug
benefits cancer patients

Amgen Inc. said a late-stage trial
showed its experimental bone drug,
denosumab, was superior to Novar-
tis AG’s Zometa in preventing com-
plications related to the spread of
cancer to bones. Full details from
the 2,049-patient study won’t be
available until later this year, but
Amgen said denosumab, which is
expected to gain approval in Octo-
ber, significantly delayed the time
to the first bone-related complica-
tion, which includes fractures,
bone surgery or spinal-cord com-
pression, in advanced breast can-
cer patients. The data from the
study, the first of three similar tri-
als, suggest the drug could ulti-
mately add billions of dollars in
sales to the drug maker.

Bertelsmann AG

German media company Bertels-
mann AG and U.S. private-equity
fund Kohlberg Kravis Roberts & Co.
plan to form a joint venture in music-
rights management, KKR said
Wednesday. KKR will take a 51%
stake in the venture, named BMG,
with Bertelsmann taking the remain-
ing 49%. A KKR spokeswoman said
KKR will invest at least Œ250 million
($347.8 million) in the venture over
the next few years, starting out with
a Œ50 million investment and an ad-
ditional Œ200 million later on. The
venture includes Bertelsmann’s
BMG Rights Management unit, and
division Chief Executive Hartwig
Masuch will lead the new venture.
Currently, BMG Rights Management
has some 300 artists in its rights cat-
alog. KKR expects to back BMG with
equity investments through its Euro-
pean funds.

—Compiled from staff
and wire service reports.

Deutsche Bank

Deutsche Bank AG said its bro-
kerage joint venture with Shanxi Se-
curities Co. has been granted an op-
erating license by China’s securities
regulator. Last month, China lifted a
halt on new A-share listings after a
nine-month freeze. Guilin Sanjin
Pharmaceutical Co.’s $92 million of-
fering is the first to test the market,
and more than 30 companies whose
listing plans already have been ap-
proved by the securities regulator
are waiting in line to tap the equities
market. The Beijing-based joint ven-
ture, Zhong De Securities Co., is
66.7%-owned by Shanxi Securities
and 33.3%-owned by Deutsche Bank.
The regulator gave approval for it to
be set up in January. It will under-
write and sponsor deals in China’s
securities and debt markets.

By Christopher Bjork

MADRID—Spain’s Banco Es-
panol de Credito SA said second-
quarter net profit fell 14% as a deep-
ening economic recession forced
the bank to set aside more funds to
cover rising loan losses.

Banesto, which is 88.5%-owned
by Spanish banking giant Banco
Santander SA, is the first bank to re-
port second-quarter results in
Spain and the first major one in Eu-
rope. Despite boosting its buffer
against bad loans and reporting
anemic loan growth, it managed to
boost revenue by charging more for

loans and raising its service fees.
Net profit was Œ198.7 million

($276.4 million) in the period, down
from Œ231.9 million a year earlier. Sec-
ond-quarter net interest income rose
15% to Œ440.8 million, and Banesto
Chairwoman Ana Patricia Botin said
she expects single-digit growth rate
in the second half of the year.

In the past couple of quarters,
lending margins at retail banks have
been boosted by the “repricing ef-
fect” caused by a sharp drop in euro-
zone interest rates. Banks’ cost of
funding falls instantly in interbank
lending markets when rates drop,
while they continue to charge
higher rates to clients until a set
date, when the rate is adjusted.

Banesto said the days of super-
strong margins are over. “We won’t
see that [effect] again, and margins
will trend lower in coming quar-
ters,” Ms. Botin said.

Nonperforming loans contin-
ued to rise, but at a slower pace
than in recent quarters. Nonper-
forming assets were 2.32% of total
loans in the second quarter, up
from 2.13% in the first quarter and
up from 0.79% in June last year.
The bank set aside Œ85.4 million to
cover existing loan losses, up 24%
from a year earlier.

It set aside an additional Œ57 mil-
lion in the quarter for restructur-
ing costs resulting from the down-

turn and to cover potential future
loan losses.

Banesto closed 115 branch offices
and cut its work force by 414 in the
last year, most of which was done in
the second quarter. It now has 1,819
branches across Spain, and 9,304
employees. Total costs were up 1.8%
at Œ223.7 million, while revenue
grew 6.5% to Œ654 million.

Net interest income rose 15% to
Œ440.8 million on loan growth of
0.5%. “Results were very good, with
a powerful net-interest-income per-
formance and lower-than-expected
provisions,” said Carlos Peixoto of
Portuguese brokerage BPI.

Banesto’s shares are down 6.5%
since the beginning of the year,
broadly in line with rival midsize
Spanish lenders. Still, Ms. Botin, the
daughter of Santander Chairman
Emilio Botin, remained upbeat
about her bank’s prospects, saying
she expects Banesto to steal market
share from weaker rivals.

While the bank so far has been
resilient in the economic down-
turn, most analysts favor the big
banks—Santander and Banco Bil-
bao Vizcaya Argentaria SA—which
both have exposure to emerging
markets. Spanish gross domestic
product fell in the first quarter by
2.9% compared with the year-ear-
lier period, its biggest decline in
more than 40 years.

By William M. Bulkeley

Eastman Kodak Co. Chief Execu-
tive Antonio Perez said the embat-
tled company is now in position to
generate enough cash to survive,
having suspended its dividend and
cut more jobs.

Mr. Perez said, in a meeting with
The Wall Street Journal, that there
are recent signals that business con-
ditions are improving, but “growth
won’t return until 2011.”

The camera and printer maker’s
painful plan for refocusing on digi-
tal markets was just getting traction
last year when the economic down-
turn hit, slamming consumer spend-
ing during the holiday season and
squeezing credit for Kodak’s com-
mercial-printing customers.

Kodak’s sales plunged 24% from
a year earlier in the fourth quarter
and 29% in the first quarter. The
company forecast it would lose as
much as $400 million from continu-
ing operations this year. Its cash re-
serves fell 39% to $1.31 billion at the
end of the first quarter.

But Mr. Perez said Kodak’s “cash
position now is fine” and if business
recovers the company won’t have any
issue with liquidity. He added that
Kodak has “plenty of options…if we
think the fourth quarter will be lousy.”

Although Kodak shares are trad-
ing near all-time lows, below $3
apiece, Mr. Perez is confident he
would find investors eager to help
Kodak recapitalize and continue op-
erations, if needed.

Kodakiscountingontwonew prod-
ucts to help it grow and return to prof-
its starting in 2011: a consumer inkjet
printer and a very fast digital-inkjet
printerforcatalogsand direct mailers.

Mr. Perez said the consumer
printer is performing better than
Kodak originally expected because
customers are buying about eight
ink cartridges a year, double the in-
dustry norm.

Kodak designed its inkjet print-
ers with expensive silicon technol-
ogy inside the machine, rather than
on individual ink cartridges. The
change means that while Kodak’s
printers, priced at $149 to $299 each,
cost 30% more than those of rivals
such as Hewlett-Packard Co., it can
offer ink cartridges at lower prices.

The company markets its print-
ers to people who do lots of printing
and resent paying high prices for
ink. Kodak sells ink cartridges for
about $25. List prices for competi-
tors’ cartridges average $47 and up.

Still the company needs to ex-
pand the installed base of its print-
ers before there are enough buyers
of the high-margin ink cartridges to
bolster profits.

Last year, Kodak sold 793,000 of
its All-in-One printers, less than 1% of
the world-wide market of 92 million

sold, said Larry Jamieson, printer ana-
lyst for Lyra Research, a market-re-
search firm. Kodak has said in the
past that it would eventually like to
capture as much as 10% of the market.

In the commercial-printing busi-
ness, the company is pushing a new
digital-inkjet printer called Stream
that will start selling in volume next
year. Analysts say that the ma-
chine’s output is almost as good as
offset presses.

While he remains cautious,
Mr. Perez said retailers the com-
pany deals with “believe Christmas
will be much better than last Christ-
mas.” Kodak, which sells many of its
digital cameras in Wal-Mart Stores,
specializes in low-priced, point-and-
shoot digital models.

He said retailers have been tell-
ing Kodak that they think the second
quarter “is the bottom” for the eco-
nomic downturn.

Ron Glaz, an analyst with market-
research firm IDC, said unit sales of
digital cameras are likely to be down
4% to 5% world-wide this year from
138 million last year.

OAO Gaz Group

Russian car maker OAO Gaz
Group,oneofthebidder’sforGeneral
Motors Corp.’s German unit, Adam
Opel GmbH, will get state guarantees
of 20 billion rubles ($634 million) for
its loans, a top government minister
and company officials said Wednes-
day. According to a government Web
site transcript, First Deputy Prime
Minister Igor Shuvalov told Prime
Minister Vladimir Putin that the gov-
ernment’s anti-crisis commission
would do its best to issue the guaran-
tees by Aug. 1. Mr. Putin reacted by
urginghimtodothis“assoonaspossi-
ble.” The decision will help Gaz, con-
trolled by tycoon Oleg Deripaska’s
investment vehicle, to back its unse-
curedloansandserviceitscreditport-
folio, the company said. The car mak-
er’sdebtstoodatmorethan 44billion
rubles, the company’s senior execu-
tive said earlier this month.

Infineon Technologies AG

German semiconductor maker
Infineon Technologies AG said it
will sell its wireline communica-
tions business to U.S. private-eq-
uity firm Golden Gate Capital LLC
for Œ250 million ($348 million) in
an attempt to ease its refinancing
problems. In Infineon’s fiscal sec-
ond quarter, the wireline segment
had sales of Œ79 million, or 11% of
overall sales. The company re-
cently raised its outlook for its
third quarter, which ended June 30,
saying it expects to be near break-
even, excluding certain charges,
and for sales to grow more than pre-
viously forecast. However, analysts
at Landesbank Baden-Württem-
berg questioned at the time
whether the improved cash posi-
tion would be sufficient to cover
the company’s refinancing needs.
The analysts said Infineon needs
about Œ300 million for operating.

Pepsi Bottling Group Inc.

Pepsi Bottling Group Inc.’s sec-
ond-quarter profit rose 21%, helped
by a tax benefit. Analysts said the
bottler’s volumes were lower than
they had expected. Sales of bottled
water and more expensive offer-
ings, such as ready-to-drink teas,
have weakened during the reces-
sion. The company is the subject of
an acquisition bid by PepsiCo Inc. in
April, but the bottler so far has re-
jected PepsiCo’s $29.50-a-share of-
fer, calling it inadequate. PepsiCo al-
ready holds a 33% stake in the bot-
tler. Pepsi Bottling reported a profit
of $211 million, or 96 cents a share,
up from $174 million, or 78 cents a
share, a year earlier. Revenue de-
clined 7% to $3.27 billion. Analysts
polled by Thomson Reuters were
looking for earnings of 73 cents a
share and revenue of $3.45 billion.

StatoilHydro ASA

StatoilHydro ASA of Norway
said Wednesday it will pay $263.2
million for the South Riding Point
crude-oil storage terminal on Grand
Bahama Island in the Bahamas. The
stock-purchase agreement with Ca-
nadian company World Point Termi-
nals Inc. includes World Point’s 50%
interest in the Freepoint tug-boat
business. The terminal is located on
property leased from a corporation
controlled by the government of the
Bahamas. The deal, which builds on
a leasing contract StatoilHydro has
had at the terminal since 1993, is con-
ditional on a long-term extension of
the ground lease with the Bahamian
government, a satisfactory due-dili-
gence procedure, and necessary ap-
provals from relevant authorities in
the Bahamas, StatoilHydro said.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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Gl High Yield I US BD LUX 07/07 USD 3.64 29.9 –8.1 –5.4
Gl Value A GL EQ LUX 07/07 USD 8.59 1.2 –40.6 –33.5
Gl Value B GL EQ LUX 07/07 USD 7.93 0.6 –41.2 –34.1
Gl Value I GL EQ LUX 07/07 USD 9.10 1.6 –40.2 –32.9
India Growth AX OT OT LUX 07/07 USD 83.00 43.7 –2.9 –7.9
India Growth BX OT OT LUX 07/07 USD 71.30 43.0 –3.8 –8.8
India Growth Fund USD A OT OT LUX 07/07 USD 95.07 NS NS NS
India Growth Fund USD B OT OT NA 07/07 USD 100.08 NS NS NS
India Growth I EA EQ LUX 07/07 USD 85.80 43.9 –2.6 –7.6
Int'l Health Care A OT EQ LUX 07/07 USD 114.50 –2.5 –19.1 –16.4
Int'l Health Care B OT EQ LUX 07/07 USD 97.05 –3.0 –19.9 –17.2
Int'l Health Care I OT EQ LUX 07/07 USD 124.62 –2.1 –18.4 –15.7
Int'l Technology A OT EQ LUX 07/07 USD 81.64 11.6 –31.0 –21.6
Int'l Technology B OT EQ LUX 07/07 USD 71.09 11.0 –31.7 –22.3
Int'l Technology I OT EQ LUX 07/07 USD 91.19 12.1 –30.4 –20.9
Japan Blend A JP EQ LUX 07/07 JPY 5670.00 5.7 –35.3 –31.6
Japan Growth A JP EQ LUX 07/07 JPY 5573.00 0.2 –35.2 –31.9
Japan Growth I JP EQ LUX 07/07 JPY 5712.00 0.6 –34.7 –31.3
Japan Strat Value A JP EQ LUX 07/07 JPY 5682.00 10.2 –36.3 –32.0
Japan Strat Value I JP EQ LUX 07/07 JPY 5811.00 10.6 –35.8 –31.4
Real Estate Sec. A OT EQ LUX 07/07 USD 10.67 0.0 –36.4 –31.1

Real Estate Sec. B OT EQ LUX 07/07 USD 9.80 –0.5 –37.0 –31.8
Real Estate Sec. I OT EQ LUX 07/07 USD 11.42 0.4 –35.8 –30.6
Short Mat Dollar A US BD LUX 07/07 USD 6.80 2.6 –10.7 –10.5
Short Mat Dollar A2 US BD LUX 07/07 USD 9.00 2.7 –10.7 –10.5
Short Mat Dollar B US BD LUX 07/07 USD 6.80 2.4 –11.1 –10.9
Short Mat Dollar B2 US BD LUX 07/07 USD 8.97 2.4 –11.2 –10.9
Short Mat Dollar I US BD LUX 07/07 USD 6.80 2.9 –10.2 –10.0

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 07/07 GBP 6.42 –3.7 –20.8 –18.6
Andfs. Borsa Global GL EQ AND 07/07 EUR 5.29 –8.8 –34.2 –27.5
Andfs. Emergents GL EQ AND 07/07 USD 12.79 27.9 –30.6 –18.9
Andfs. Espanya EU EQ AND 07/07 EUR 10.99 1.6 –22.1 –20.8
Andfs. Estats Units US EQ AND 07/07 USD 12.11 –0.7 –30.3 –22.5
Andfs. Europa EU EQ AND 07/07 EUR 6.26 –3.5 –28.9 –26.8

Andfs. Franca EU EQ AND 07/07 EUR 7.74 –6.5 –29.6 –29.1

Andfs. Japo JP EQ AND 07/07 JPY 471.04 7.5 –29.2 –28.8

Andfs. Plus Dollars US BA AND 07/07 USD 8.48 0.5 –16.2 –11.3

Andfs. RF Dolars US BD AND 07/07 USD 10.70 4.8 –5.5 –2.1

Andfs. RF Euros EU BD AND 07/07 EUR 10.02 12.0 –4.8 –5.5

Andorfons EU BD AND 07/07 EUR 13.28 11.3 –6.5 –8.5

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

Andorfons Mix 30 EU BA AND 07/07 EUR 8.35 3.1 –20.8 –16.5

Andorfons Mix 60 EU BA AND 07/07 EUR 7.83 –3.7 –30.8 –24.1

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 07/03 USD 193188.24 43.2 –17.6 –15.1

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 07/07 EUR 9.70 –3.7 –5.5 –2.7

DJE-Absolut P GL EQ LUX 07/08 EUR 176.54 0.7 –22.0 –17.0

DJE-Alpha Glbl P EU BA LUX 07/08 EUR 156.27 1.6 –17.8 –13.0
DJE-Div& Substanz P GL EQ LUX 07/08 EUR 180.31 3.1 –17.8 –14.9
DJE-Gold&Resourc P OT EQ LUX 07/08 EUR 134.57 2.9 –27.4 –12.9
DJE-Renten Glbl P EU BD LUX 07/08 EUR 124.85 4.3 4.0 1.0
LuxPro-Dragon I AS EQ LUX 07/08 EUR 127.05 36.8 5.2 –8.6
LuxPro-Dragon P AS EQ LUX 07/08 EUR 123.93 36.6 4.7 –9.6
LuxTopic-Aktien Europa EU EQ LUX 07/08 EUR 15.05 5.0 –7.4 –9.8
LuxTopic-Pacific AS EQ LUX 07/08 EUR 13.08 44.5 –23.5 –20.6

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
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Vornado makes a big bet on distressed properties
REIT seeks to raise
private-equity fund
totaling $1 billion

Hotels sound the alarm on time shares, pulling back amid slump

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

Vornado Realty Trust owns the space formerly occupied by the Virgin Megastore
in Times Square in New York City, shown here in January.
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By Anton Troianovski

And Kris Hudson

The hotel industry has been reel-
ing for the past year amid a steep de-
cline in business and leisure travel.
Now it is moving away from one of its
former profit centers: time shares.

Major time-share developers, led
by Wyndham Worldwide Inc., Mar-
riott International Inc., Starwood
Hotels & Resorts Inc. and others, are
scaling back their time-share busi-
ness as investors in time-share loans
demand higher interest rates, buy-
ers become more scarce and resales
of time shares put pressure on
prices and demand for new units.

Many time-share companies
have reacted to the industry’s slump
by curtailing spending on new re-
sort construction, cutting staffs by
up to half and imposing tougher stan-
dards for the few buyers qualifying
for loans. A time share is a fractional
interest in a property, often a condo-
minium or vacation villa, allowing
the owner access to the property for
a period of time each year.

The pullback will reshape some
large time-share players. Wyndham,
which owns 150 resorts globally and
counts 830,000 time-share owners,
intends to whittle its time-share busi-
ness by 40% this year to an annual
sales rate of $1.2 billion. That is a big
reduction for Wyndham as a whole;
its time-share division provided 53%
of Wyndham’s revenue last year.

The cutbacks made by Wyndham
and others are aimed at remaking
their time-share divisions into “a
much smaller business” to reflect
the scarcity of financing and buyers,
said Joe Greff, a gambling and lodg-
ing analyst for J.P. Morgan Securi-
ties. “They don’t want these [busi-
nesses] to be drags on capital use,
where they’re investing a lot of
money to build inventory that will
take a long time to sell.”

The problems came to a head late
last month for a Las Vegas time-
share developer when the company,
Consolidated Resorts Inc., said it
would file for bankruptcy protec-
tion. The “warehouse” lines of credit
that Consolidated used to make

loans to customers come due this
fall, and lenders have refused to ex-
tend them, said a person familiar
with the matter. Managers of a Gold-
man Sachs Group Inc. property fund
decided to walk away from a $372
million investment in the company,

which is in the middle of building a
1,245-unit development near the Las
Vegas Strip called Tahiti Village.

Analysts say the giant hotel com-
panies aren’t in danger, but the de-
cline in the time-share business will
be a drag on profits for years.

Time shares’ problems stem from
the twin forces also bringingdown the
rest of commercial real estate: slump-
ing demand for space and disappear-
ing financing. But for time shares, the
problems may be even more acute.
“Time share, if you think about it, is
pretty much the most discretionary
type of product out there,” says John
Bella, a Fitch Ratings analyst.

Meanwhile, sales of new time
shares have been depressed by a
rise in the pool of time shares listed
for resale. Carrie Stinchcomb, a
sales associate at A Time-share Bro-
ker in Orlando, said her office’s list-
ings have increased 30% from last
year. However, sales have fallen
roughly by half, she said.

Delinquencies on securities
backed by time-share loans topped
5% in the first quarter, up from 3% a

year earlier, according to Fitch. As a
result, investors in packages of time-
share loans are demanding higher in-
terest rates.

Steve Holmes, Wyndham’s chair-
man and chief executive, says he an-
ticipates the securitization market
eventually will loosen a bit for time-
share deals. Wyndham syndicated
$225 million of its loans in May at a
9.8% interest rate that was roughly 2
percentage points higher than the
rates such packages garnered two
years ago. In addition, Wyndham
now gets roughly 50% to 60% of the
collateralized amount up front when
it sells loans into securitization, as op-
posed to a more generous “advance
rate” of 85% during the boom.

So far this year, Consolidated is
the only time-share developer to
have said it will file for bankruptcy
protection. But other smaller devel-
opers have also had to wrestle with
their financing. Bluegreen Corp.,
owner of 50 time-share resorts, on
Monday said it had negotiated pay-
ment extensions for debts and
credit lines totaling $280 million.
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By Anton Troianovski

Vornado Realty Trust, one of the
biggest real-estate investment
trusts in the U.S., is seeking to raise
$1 billion for a private-equity fund
to invest in the wave of distressed
properties expected to hit in the
next few years.

The move signals that Vornado,
which has one of the industry’s most
respected management teams, be-
lieves it can raise equity more
cheaply from private investors than
in the public market. But the com-
pany risks dismaying shareholders
who hoped Vornado would use its in-
vesting expertise to do deals on its
own balance sheet.

Vornado says the proposed fund,
Vornado Capital Partners LP, would
be the company’s “exclusive vehicle
for real-estate and real-estate-re-
lated investments,” according to a
presentation to potential investors
that was reviewed by The Wall
Street Journal. In the presentation,
Vornado said the fund would aim to
generate returns of over 20% by tak-
ing advantage of distress in the real-
estate market. Vornado would focus
on office and retail properties in
New York and Washington.

The company would provide 20%
of the capital in the fund. That
means Vornado would generate
management fees and a big chunk of
any profits. But if Vornado hits a
home run, much of the profit would
go to private investors, as opposed
to Vornado’s common shareholders.

“This has long been a company
that has created an awful lot of
value by taking advantage of oppor-
tunities on its own balance sheet,”
said Green Street Advisors analyst
Mike Kirby. “If you’re bringing in
outside partners, granted you can

make outsize fees, but the challenge
will be convincing [shareholders]
that those fees are as lucrative as
the opportunities themselves.”

For Vornado Chairman Steven
Roth and Chief Executive Michael
Fascitelli, the fund is a chance to do
more of the bottom-of-the-market
deals that made the company suc-
cessful after previous downturns.
As an example, in the early 1990s,
Mr. Roth made a bet on Alexander’s,
a bankrupt Manhattan retailer, that
paid off years later when the
Bloomberg LP headquarters was

built on Alexander’s land. Messrs.
Roth and Fascitelli declined to com-
ment on the proposed fund.

Some analysts believe other bar-
gains will emerge as real-estate deals
completed at the top of the market re-
turn to the market at much cheaper
prices. On Friday, a partnership led
by developer George Comfort &
Sons agreed to buy Worldwide Plaza
in Manhattan from Deutsche Bank
AG for about $600 million. According
to Real Capital Analytics, the build-
ing was purchased in 2007 for $1.74
billion by developer Harry Mack-
lowe. Unable to refinance short-term
debt, Mr. Macklowe handed back con-
trol of Worldwide and six other Man-
hattan skyscrapers to lenders led by
Deutsche Bank.

Analysts believe Vornado is well
positioned to ride out the real-es-
tate downturn. The company played
defense by raising $710 million
through a stock offering in April.

In all, REITs raised some $13 bil-
lion in the stock market this spring.
Much went to pay down loans, but
analysts and REIT executives have
said they expect REITs to continue
raising capital in the public market
to buy properties from distressed
landlords. “Most smart observers
feel like the cheapest capital for the
next few years is going to be in the
public market, not the private mar-
ket,” Mr. Kirby said.

Vornado’s move appears to
counter that view. The company will
try to tap private investors, a tall or-

der in today’s market. “Vornado has
some marquee strength because of
the people,” said Geoffrey Dohr-
mann, who heads Institutional Real
Estate Inc., an industry consulting
firm. But “a lot of folks are feeling
that while there are going to be tre-
mendous opportunities, they
haven’t unfolded in wholesale fash-
ion yet, and there’s no penalty for
waiting.”

Mr. Dohrmann said some institu-
tional investors still have money to
invest. And he argued that an oppor-
tunity fund is the best structure to
invest in distressed real estate,
which may not generate cash flow
for years.

Yet Vornado faces a tough fund-
raising environment. Many pension
funds and endowments doubled
down on highly leveraged real-es-
tate “opportunity funds” during this
decade’s boom. Those are now post-
ing dismal returns.

Michael Restuccia, chairman of
the San Joaquin County Employ-
ees’ Retirement Association in Cali-
fornia, said the pension fund isn’t
looking to commit new money to
real estate. The fund had $136 mil-
lion invested in real estate at the end
of 2008, and Mr. Restuccia isn’t
happy with the results. “I’m very dis-
appointed with all of these real-es-
tate funds,” he said. “I’m not so sure
that I have enough confidence that
somebody’s going to be able to go
out there and convince me that
they’re getting such a great buy.”
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By David Wessel

U.S. President Barack Obama be-
lieves you get what you pay for—in
business, in health care and in
teaching. And in each of those
spheres, he doesn’t think the way
the U.S. pays professionals is de-
signed to get what the nation re-
ally wants and needs.

In executive suites, he says, the
U.S. rewarded reckless risk-taking

and got the worst
recession in half a
century. In doc-

tors’ offices and hospitals, Amer-
ica pays for more care instead of
better care and gets a wastefully ex-
pensive health-care system. In K-12
classrooms, the U.S. pays teachers,
good and bad, for showing up in-
stead of successful teaching and
perpetuates schools that fail.

So Mr. Obama wants to pay pro-
fessionals more only if they de-
liver more of what he thinks Amer-
ica needs, a bold bet on the eco-
nomic principle that incentives do
matter. If he succeeds, the changes
to business, health care and educa-
tion could last far beyond his presi-
dency. But this is hard to do well.
There’s a chance we get more of
what can be measured—not what
we truly want or need.

In business, Mr. Obama and
Treasury Secretary Timothy Geith-
ner are trying to redirect calls for
imposing salary caps to mandat-
ing “pay for performance.” This
isn’t foreign to companies: They
have long said they intend to peg
compensation to numerical re-
sults and aren’t insulted by the no-
tion that professionals are moti-
vated by money.

In health care, Mr. Obama and
his budget director, Peter Orszag,
insist that the only way the nation
can afford to cover the uninsured
and keep health costs from devour-
ing the federal budget is to find
better ways to define and measure
quality in medical care—and then
pay doctors and hospitals for pro-

viding it. “We need to move to-
ward a system in which doctors
face stronger incentives for pro-
viding high-quality care rather
than simply more care,” Mr.
Orszag says.

With similar logic, Secretary of
Education Arne Duncan insists
that improving American schools
requires evaluating and paying
teachers, at least in part, on how
much their students learn—as mea-
sured by gains in standardized-test
scores. “Test scores alone should
never drive evaluation, compensa-
tion or tenure decisions,” he told a
skeptical National Education Asso-
ciation convention last week.
“That would never make sense. But
to remove student achievement en-
tirely from evaluation is illogical

and indefensible.” He rails against
“firewall” laws in California that
prohibit use of test scores in pay-
ing, promoting or evaluating teach-
ers, as well as similar statutes in
New York and Indiana.

In health care and education,
measuring and paying for quality
is still novel. Being a teacher or a
doctor once was seen, by practitio-
ners and the public, as a calling,
not a job. Doctors and teachers
were said not to be motivated by
money. For some, that’s still true.
But for many, the world has
changed: Their jobs more closely
resemble those the rest of us have.
The argument that there is some-
thing wrong in principle with pay-
ing them for quality is losing force.

In health, evidence abounds

that doctors do more of what insur-
ance covers. The issue isn’t
whether incentives matter, but
which incentives are offered. In ed-
ucation, the status quo is clearly
broken, and existing pay schemes
and union contracts too often pro-
tect the worst teachers and dis-
courage the best.

The stronger argument is that
quality measures remain crude
and pay-for-performance schemes
don’t work as intended, despite ad-
vances in information technology
that make collecting and analyz-
ing data far easier. Also, recent his-
tory illustrates the potential for
unintended consequences. In the
business realm, chief executives
during the 1980s and ’90s were
seen as so eager to hold on to their

empires that they resisted take-
overs that would benefit share-
holders. So companies were
pushed to pay CEOs with stock op-
tions, instead of cash. That gave
the executives reason to do what-
ever they could (including fudging
the books) to run up stock prices in
the short term, cash in their op-
tions and walk away before stock
prices plunged.

“In health care, it’s very diffi-
cult to get a measure that ade-
quately takes account of all the dif-
ferent dimensions of quality,” says
Princeton University sociologist
Paul Starr. The same goes for edu-
cation. As a result, often the only
quality that gets rewarded is the
sort that gets measured—teaching
to the test instead of inspiring stu-
dents. “And however you struc-
ture the system,” he adds, “there is
almost certainly a way to game it.”

Scott Miller, who teaches Eng-
lish to middle-school students
whose first language is Urdu, Ben-
gali, Arabic or Spanish, told Mr.
Duncan last week: “They don’t per-
form well on standardized tests in
their second or third language.
How can anyone possibly suggest
that my family’s paycheck or my
performance evaluation be based
on their test scores?”

After the cheers from Mr. Mill-
er’s peers died down, Mr. Duncan
acknowledged the need for better
ways to measure progress of spe-
cial-education children and Eng-
lish learners. But elsewhere he has
argued: “Saying [that] since stan-
dardized tests are not perfect,
eliminate testing until they are, I
think that’s simply ridiculous. We
need to monitor progress. We
need to know what is and is not
working and why.”

Maybe Mr. Obama will turn
next to measuring the perform-
ance of Washington officials so
they, too, can be paid for quality.

Write to me at capital@wsj.com.
Discuss at wsj.com/capital.

Polls show voters give Indonesian president new mandate

TIMOTHY GEITHNER 
U.S. Treasury Secretary

“This  financial crisis had many 
significant causes, but executive 
compensation practices were a 
contributing factor. Incentives for 
short-term gains overwhelmed the 
checks and balances meant to mitigate 
against the risk of excess leverage.”

ARNE DUNCAN
U.S. Secretary of Education 

“Test scores alone should never 
drive evaluation, compensation 
or tenure decisions. That would 
never make sense. But to remove 
student achievement entirely 
from evaluation is illogical and 
indefensible.”

PETER ORSZAG
White House Budget Director

“We need to move toward a 
system in which doctors face 
stronger incentives for providing 
high-quality care rather than 
simply more care.”

Re
ut

er
s 

(G
ei

th
ne

r)
; A

ss
oc

ia
te

d 
Pr

es
s 

(D
un

ca
n)

; G
et

ty
 Im

ag
es

 (
O

rs
za

g)

U.S. could remake how it pays the pros
Finding quality measures in health and education prove tricky, while in business there are unintended consequences

CAPITAL

By Tom Wright

JAKARTA, Indonesia—Exit polls
indicated President Susilo Bam-
bang Yudhoyono comfortably won
re-election in a national vote
Wednesday, setting the stage for
his plans to push harder for over-
hauls aimed at improving trade and
foreign investment.

A number of exit polls that have
proved reliable in the past indicated
Mr. Yudhoyono had handily sur-
passed the threshold of 50% needed
to avoid a second round of voting in
September. Official results will be
released at the end of July.

An electoral mandate would
put the former military officer in a
position to continue economic and
democratic overhauls in a country
of 240 million people that the
Obama administration has held up
as a model for the Muslim world.

Mr. Yudhoyono is popular in In-
donesia because of a solid econ-
omy—which economists expect to
grow 3% to 4% in 2009 on the back
of healthy consumer spending and
commodity exports—and an anti-

corruption drive that has netted
former governors, central bank of-
ficials and politicians.

But he’s made less progress dur-
ing his first five-year term with
overhauls aimed at drawing more
foreign investment. In 2008, Indo-
nesia attracted $14 billion in for-
eign direct investment, only 15% of
China’s total for that year.

In an interview with The Wall
Street Journal Sunday, Mr. Yudhoy-
ono said he will announce a major
plan to sell off state-owned indus-
trial companies—a move inves-
tors say is needed to boost the size
of Indonesia’s stock market, which
has a market capitalization of
$160 billion, one-third the level of
neighboring Singapore.

Mr. Yudhoyono has given few
particulars of how he intends to
break impasses on key policy
changes. Indonesia’s intertwined
political and business elites have
changed little since the fall of au-
thoritarian President Suharto in
1998, and many people want to pro-
tect business empires built before
Mr. Yudhoyono took power.

Political opposition has sty-
mied past efforts to sell stakes in
state companies such as PT Bank
Negara Indonesia and PT Garuda
Indonesia, the national airline, to
foreign investors or through local
stock market listings.

International advocacy groups
rank Indonesia as one of the
world’s most corrupt countries,
and foreign businesses complain
that the prevalence of graft re-
mains a major deterrent to invest-
ing here. Despite the nation’s huge
resources of copper, coal, gold and
nickel, fresh mining investment
has fallen in recent years due to un-
certainty over laws governing the
sector. Last month, Anglo-Austra-
lian international mining giant
BHP Billiton Ltd. said it was pull-
ing out of a multimillion-dollar
coal project in the Indonesian part
of Borneo island.

Efforts to improve Indonesia’s
decrepit ports, roads and airports
have run into land disputes and
other bureaucratic hurdles. Mov-
ing quickly to spend 12 trillion ru-
piah ($1.2 billion) on infrastruc-

ture, as promised in a stimulus
package earlier this year, would
show Mr. Yudhoyono is “more deci-
sive and results-oriented in his sec-
ond term,” said Umar Juoro, chair-
man of the Center for Information
and Development Studies, a
Jakarta think tank.

Despite the country’s problems,
many foreign investors have grown
more interested in Indonesia over
the past year, largely because of
signs Mr. Yudhoyono is slowly mak-
ing progress in rooting out corrup-
tion and restoring order.

His backers say he will be able
to tackle the remaining problems
more forcefully now that his Demo-
crat Party is the largest in the legis-
lature, after parliamentary elec-
tions in April. On coming to power
in 2004, Mr. Yudhoyono’s Demo-
crats were a small party and he
gave cabinet positions to almost
all opposition parties to help gain
backing for his laws.

Mr. Yudhoyono pledged Sunday
to appoint skilled technocrats to his
next cabinet, which he is expected to
roll out over the next several months.

“His stance toward the Parlia-
ment will be much stronger this
time,” said Anies Baswedan, presi-
dent of Paramadina University in
Jakarta. “He’s way more experi-
enced.”

Runner-up Megawati Sukar-
noputri’s camp repeated claims
made last week that it believed Mr.
Yudhoyono’s team had tampered
with the electoral roll. Ms. Mega-
wati, a former president, hasn’t
formally challenged the outcome
with Indonesia’s independent elec-
tion commission, and the charges
remain unproved.

Mr. Yudhoyono, who has a repu-
tation for probity, denied the alle-
gations Sunday.

A poll by Lembaga Survei Indone-
sia, conducted at 2,000 polling sta-
tions across the country, forecast
Mr. Yudhoyono had won 60% of the
vote, with Ms. Megawati, a former
president, trailing with 27%.

Jusuf Kalla, head of the large
Golkar party and vice-president
during Mr. Yudhoyono’s first term,
was third with 13%.
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Strong yen and losses for oil
send major indexes lower
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By V. Phani Kumar

And Colin Ng

A strengthening yen pushed
shares of Japanese exporters lower,
falling oil prices hit energy-related
shares and overnight losses in the
U.S. undermined confidence, leav-
ing most Asian markets lower
Wednesday.

Japan’s Nikkei Stock Average of
225 companies fell 2.4% to 9420.75,

registering its big-
gest fall in six trad-
ing sessions. Ex-
porters fell as the
yen gained, making

Japanese goods more expensive in-
ternationally.

Honda Motor tumbled 5.5%,
while Nikon gave up 2.6%. Shares of
Komatsu fell 3.5% after official data
showed Japan’s core machinery or-
ders fell 3% in May from a month ear-
lier, belying expectations of an in-
crease.

Hong Kong’s Hang Seng Index
gave up 0.8% to 17721.07, China’s
Shanghai Composite lost 0.3% to
3080.77, South Korea’s Kospi
slipped 0.2% to 1431.02 and Austra-
lia’s S&P/ASX 200 ended flat. India’s
Sensex fell 2.8% to 13769.15, while
Singapore’s Straits Times Index de-

clined 0.6% to 6668.14.
“These are knee-jerk reactions to

the moves last night in the U.S., prob-
ably not unfounded,” said Andrew
Sullivan, a sales trader at Main First
Securities in Hong Kong.

On Wall Street Tuesday, the Dow
Jones Industrial Average fell 1.9% to
8163.60, its lowest close since April
28.

Energy-related stocks declined
as the price of oil fell and as inves-
tors anticipated more losses.

Australia’s Santos fell 2%, New
Zealand Oil & Gas and South Korea’s
SK Energy gave up 2.6% each. Ja-
pan’s Inpex and Hong Kong-listed
Cnooc both lost 1.4%.

Commodity stocks slid as metals
prices declined, with Korea Zinc
down 5.1% and Posco falling 1.2%. in
Seoul. BHP Billiton ended 0.3%
lower in Sydney and Sterlite Indus-
tries skidded 8.4% in Mumbai.

Rio Tinto shares rebounded 1.8%
after dropping in the previous three
sessions. A spokeswoman for Aus-
tralian Foreign Minister Stephen
Smith said Wednesday that Rio
Tinto employee Stern Hu has been
held in China on suspicion of espio-
nage; four Rio employees have been
detained in China since Sunday.

 —Wei-Zhe Tan contributed to this
article.

China seeks to soak up cash
Flood of money aids
recovery, but worry
grows over bubbles

Hedge funds return to the basics
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By Joseph Checkler

Halfway through 2009, hedge
funds are keeping it simple.

The average fund was up about
10% through the end of June, accord-
ing to preliminary data that haven’t
yet been released by hedge-fund
data providers, while the Standard
& Poor’s 500 was up about 3.2%, in-
cluding dividends.

Although that early estimate of
hedge-fund returns is likely to be re-
vised, it is a sign that for the funds
that have survived the financial cri-
sis, there has been a return to basics.

The market collapse last year ex-
posed deep problems in the hedge-
fund industry, including too much le-
verage and too many funds follow-
ing the same trends.

The industry shed hundreds of
billions of dollars amid massive
losses and investor redemptions.

Now, many hedge funds have re-
turned to their roots: beating the
market when it is up or down a few
percentage points; making almost
as much as the market in big years;
and focusing on preserving capital
when the market is down more than
10%.

According to data from Hedge
Fund Research Inc. going back to
1994, hedge funds have on average
followed this pattern of returns ev-
ery year except 2008, when they lost
19% while the S&P 500 lost more
than 37%, including dividends.

Among large managers, a fund
run by Clint Carlson’s Carlson Capi-
tal LP was up 15.8% through June 19
and two funds run by Quantitative
Investment Management LLC had
returns through the end of June of
11.3% and 10.3%, according to inves-
tors.

In a letter sent to investors and

reviewed by Dow Jones Newswires,
Quantitative said it profited in June
from trading Asian stock futures.

Funds run by John Paulson, the
fund manager famous for shorting
subprime mortgages in 2007 and
posting double-digit percentage
gains in all his funds in 2008, were
up single digits, percentage-wise,
through the beginning of June, inves-
tors said.

A multistrategy fund run by New
York-based Serengeti Asset Manage-
ment LP was up more than 40%
through the end of June, according
to an investor, thanks to some invest-
ments in distressed situations and
bank loans. A spokeswoman for the
firm declined to comment about per-
formance.

The question for hedge-fund
managers now is whether investors
will trust them to deliver consistent
returns again.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

By Terence Poon

BEIJING—China’s central bank
plans to sell an unusually large
amount of bills Thursday to drain li-
quidity from the market, after a
surge of bank lending in June height-
ened concerns over the risk of bad
loans, asset-price bubbles and
inflation.

Banks in China extended 1.530
trillion yuan ($223.98 billion) of
new loans in June, preliminary cen-
tral bank data showed Wednesday,
the third-highest monthly level this
year, despite the government’s calls
to guard against credit risks.

The loan growth, which under-
pins the government’s four-trillion-
yuan stimulus plan, has driven Chi-
na’s nascent economic recovery, but

has also pushed up share prices, the
risk of an increase in bad loans and
inflation expectations.

Just before it disclosed the loans
data, the People’s Bank of China said
it plans to sell 50 billion yuan of
three-month bills and 50 billion
yuan of one-year bills in its regular
open-market operation Thursday.

The planned offerings would be
the biggest single-day sale since Sep-
tember and include the first one-
year bill sale in nearly eight months.
If it doesn’t offer repurchase agree-
ments Thursday, the central bank
will drain a net 10 billion yuan from
the money market this week.

The bill sales come ahead of a big
initial public offering of shares next
week by Sichuan Expressway Co.,
and follow calls last week from
Zhang Jianhua, chief of the bank’s re-
search bureau, for a fine-tuning of
monetary policy.

The move shows the central
bank’s resolve in managing the risks
of the credit deluge even as it sticks to
its “moderately loose” policy stance.

“The central bank may not
change stance, but it will do some se-
rious tweaking,” said Ben Simpfen-
dorfer, an economist with Royal
Bank of Scotland. “It’s definitely
time to start tightening policy,” he
said, warning that some loans have
gone to the asset markets rather
than the real economy.

The bank is likely to tighten
through regulation rather than pol-
icy instruments, such as interest-
rate increases, he said, predicting it
will expand bill sales and step up its
monitoring of bank lending.

The loans in June were up
sharply from April and May, when
government calls to scrutinize loans
prompted banks to moderate lend-
ing from a record high of 1.89 trillion
yuan in March. New yuan loans in
the first half totaled 7.37 trillion
yuan, accounting for a quarter of the
country’s annual gross domestic
product and well over the govern-
ment’s full-year target of at least
five trillion yuan.
 —Liu Li contributed to this article.

By Joseph Checkler

Sergey Aleynikov, the former
Goldman Sachs Group Inc. com-
puter programmer arrested last
week on charges of stealing com-
puter codes from the bank, has been
suspended from his new job at Teza
Technologies LLC, according to a
statement from Teza.

Teza is a high-frequency trading
firm run by former Citadel Invest-

ment Group trader Misha Maly-
shev. Mr. Aleynikov was hired by
Teza, which hasn’t yet begun its op-
erations, and began working there
July 2, according to the statement.
After learning of Mr. Aleynikov’s
July 3 arrest at Newark Liberty In-
ternational Airport and subse-
quent charges by the Federal Bu-
reau of Investigation, Teza sus-
pended Mr. Aleynikov without pay
July 5.

The statement, reviewed by Dow
Jones Newswires, said Teza wasn’t
aware of the alleged misconduct
and “offered its full cooperation to
the government.”

Teza isn’t registered as an in-
vestment adviser with the Securi-
ties and Exchange Commission.
The firm has no listed address or
phone number with directory assis-
tance. Teza is the name of a river in
Russia.

Ex-Goldman programmer suspended from new job
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Demonstrations continue in Iran
Opposition leaders
and supporters start
a three-day strike

By Farnaz Fassihi

BEIRUT—The three top leaders
of Iran’s opposition and their sup-
porters joined forces on Tuesday
and began a three-day national
strike, signaling a resurrection of
protests even as Iran’s president an-
nounced to the nation that the post-
election turmoil was over.

Opposition candidates Mir
Hossein Mousavi and Mehdi Kar-
roubi, joined by former President
Mohamad Khatami, met on Tuesday
to plot strategy and issued their
first-ever joint statement, calling
for an end to the government’s ar-
rests and what they called “savage,
shocking attacks” on their advisers
and supporters.

Meanwhile, hundreds of opposi-
tion supporters on Tuesday quietly
flocked to mosques or retreated to
their homes to begin an unusual
form of three-day strike boycotting
workplaces, banks and the bazaar.

In a novel attempt to outflank
government restrictions, opposi-
tion supporters alerted one another
to take advantage of an Islamic tradi-
tion rarely practiced in Iran called
Etekaf. It calls for a retreat from
worldly activities during these
three days in the month of Rajab in
the Islamic calendar.

The strikes come just ahead of a
protest planned for Thursday to
commemorate 18 Tir, the 1999 stu-
dent uprisings that led to dozens of
students getting killed. “By staying
away from workplace, the brave peo-
ple of Iran can show they will never
accept this illegitimate govern-
ment,” wrote an Iranian columnist

in Iran on a news Web site.
Protest organizers also have

called for other creative forms of
civil disobedience. Sympathizers
have been asked to create a possible
electrical blackout in Tehran by
plugging in all of their household
electric appliances exactly at the
same time, and to spray green paint
on walls in their neighborhood—
moves that are difficult for the gov-

ernment militia to shut down.
The postelection uprising that

rocked Iran starting in early June
created the worst crisis the regime
has faced in the Islamic Republic’s
30-year history. It also appears to be
leading to the first real opposition
movement inside Iran. Previously,
dissent was mostly limited to stu-
dents and intellectuals, and exile
groups were largely dismissed as

out of touch.
But now, Iran’s opposition is be-

ing led by three founders of the Is-
lamic revolution who all have held
official posts in the past, and two of
whom—Messrs. Khatami and Kar-
roubi—are clerics.

Their joint statement suggested
the opposition could be restrategiz-
ing to show a stronger, united front
intended to give demonstrators a
boost and send a message to the gov-
ernment that they are not willing to
back down.

“The wave of useless arrests must
end immediately and all the people
who have been imprisoned without
committing the least bit of crime
must be released,” the statement
said, according to Mr. Mousavi’s Web
site.

Simultaneously, Iran’s govern-
ment on Tuesday announced an un-
expected public holiday for 48 hours
due to emergency levels of pollution
and a dust storm covering the capi-
tal. Some speculated that it could be
an attempt to mask the impact of
the public strikes.

The government ordered all in-
dustries and businesses in the capi-
tal to remain shut and only vehicles
with emergency business to come
out, though Tehran often faces high-
level pollution and the dust storm is
reported to be worse in cities to the
south and east.

President Mahmoud Ahmadine-
jad, in a televised speech Tuesday
night, dismissed all allegations of
fraud in the election—in which he
was announced the winner by a
wide margin and hundreds of com-
plaints of irregularities by other can-
didates led nowhere. Mr. Ahmadine-
jad said the election was the “most
free” and “healthiest” in Iran’s his-
tory. “No fault was discovered. This
election has doubled the dignity of
the Iranian nation,” he said, in his
first national speech in two weeks.

By Charles Forelle

And Jeanne Whalen

BRUSSELS—The European
Union opened an antitrust investiga-
tion of French drug maker Les Labo-
ratoires Servier and several generic
manufacturers, including giant
Teva Pharmaceutical Industries
Ltd., in the first formal probe to
come from a broad inquiry into the
sector.

Antitrust chief Neelie Kroes
warned that more investigations
could follow. The inquiry, which be-
gan dramatically in 2008 with sur-
prise raids of several of the world’s
largest drug makers, has focused on
whether companies used the patent
system inappropriately to block ge-
neric competitors from coming on
the market.

In a final report on the inquiry re-
leased Wednesday, the EU said it is
concerned that generics take too
long to come on the market. It
blamed a convoluted patent system
and efforts by drug makers to assem-
ble “thickets” of patents to stop ge-
nerics.

In a press conference, Mrs. Kroes
singled out patent settlements in
which generic companies agree to
hold off on launching a copycat drug
in return for a payment or other con-
sideration.

In the U.S., the Federal Trade
Commission has frequently criti-
cized such deals. This week, the U.S.

Department of Justice toughened
its line in this area and said some
types of patent settlements should
be presumed unlawful.

So-called sector inquiries in the
EU are fact-finding missions that
can lead to formal investigations
against individual companies.

The EU didn’t charge any of the
big branded-drug makers raided
last year. Instead, as a first target it
picked Servier, a small French drug
company that produces the blood-
pressure medicine perindopril, sold
as Coversyl.

In opening its investigation of
Servier, the EU said the company
struck “possibly restrictive” agree-
ments with several generic makers
including Teva to slow the entry of
generic perindopril. The other ge-
neric makers named by the EU as be-
ing under investigation are Slove-
nia’s Krka DD, India’s Lupin Ltd. and
Unichem Laboratories Ltd., and
U.S.-based Mylan Inc.

Servier said it has “defended its
[intellectual property] rights where
appropriate” and has “settled litiga-
tion with some companies.”

In a report last year, the Euro-
pean Generic Medicines Associa-
tion, a trade group, criticized
Servier for creating a “thicket” of
patents for perindopril to try to pre-
vent generic competition. The asso-
ciation said there were 38 patents
on the drug in Europe as of February
2008. The generic group’s report

said that when generic companies in-
cluding Lupin, Teva, and Krka
sought to launch generic copies of
perindopril in the U.K., Servier won
preliminary court injunctions stop-
ping them.

Lupin and Servier eventually set-
tled their dispute, a Lupin spokes-
man said Wednesday. In 2007, ac-
cording to filings with the Bombay
Stock Exchange, Servier paid Lupin
Œ40 million ($56 million) for vari-

ous patent rights relating to perin-
dopril; the Lupin spokesman said
that was a separate deal.

He added that Lupin is now
launching the drug in several EU
markets, and is “working with the
European Commission to a resolu-
tion” of the EU concerns.

Servier and Krka also settled
their dispute, a Krka spokeswoman
said, who added that the company
“has not done anything wrong” and
is currently selling the drug in some
European markets.

In a statement, Teva said it “will
continue to cooperate” with the

Commission’s investigation and
was “pleased” the EU noted “many
examples of behavior whereby
‘innovator’ companies use blocking
or delaying tactics.”

Unichem and Mylan didn’t re-
spond to requests for comment.

The EU report on the inquiry also
urged the creation of a “Community
patent” and a special EU patent
court, which would effectively put
patent policy and disputes in the
hands of Brussels, a longtime unreal-
ized goal of the EU’s executive arm,
the European Commission.

Mrs. Kroes, the antitrust commis-
sioner, said the “current lack of
progress” on the EU patent “is very,
very damaging.”

Currently, the European Patent
Office in Munich grants patents for
EU countries, but companies have to
turn to national courts to enforce or
challenge them. That can make it dif-
ficult for a generic-drug company to
challenge the patents on a drug, and
also complicate the process of apply-
ing for patents.

Brian Ager, the director-general
of the industry’s trade group, the Eu-
ropean Federation of Pharmaceuti-
cal Industries and Associations,
said the report “still claims errone-
ously” that branded-drug compa-
nies work to delay generics. “There
is nothing to substantiate these
claims.” Mr. Ager said the industry
would welcome a Community
patent.

EU opens antitrust investigation of Servier

ASSOCIATED PRESS

JOHANNESBURG—South Afri-
can construction workers at stadi-
ums being built for the 2010 World
Cup went on an indefinite strike
Wednesday in a move that could de-
rail next year’s tournament.

About 70,000 workers at stadi-
ums across the country dropped
their tools after wage negotiations
deadlocked earlier this week. Work-
ers are demanding a 13% pay in-
crease while employers are offering
a 10.4% raise.

The strike could delay the com-
pletion of flagship projects such as
the Soccer City stadium in Johannes-
burg, the Green Point stadium in
Cape Town and the Moses Mobhida
stadium in Durban. Stadiums must
be completed by December in order
to meet the tight FIFA deadlines be-
fore the tournament kicks off in
June 2010.

Lesiba Seshoka, from the Na-
tional Union of Mineworkers, which
represents construction workers,
said the strike would continue until
employers met their demands. The
unions have complained that some
workers are earning about $1.50 an
hour and others $5 a week. Workers
in South Africa are supposed to
earn a minimum wage of about
$200 a month.

“It is a very sad situation in
which people think workers must be
sacrificial lambs because there is a
recession whilst that recession also
affects our members more,” Bhek-
ani Ngcobo, a union negotiator,
said.

The workers have been criti-
cized for jeopardizing South Afri-
ca’s chances of hosting a successful
World Cup. But the Congress of
South African Trade Unions, or Co-
satu, which represents the coun-
try’s largest trade-union federa-
tions, has come out in support of the
construction workers and says the
dispute isn’t targeted at the World
Cup.

“Cosatu, and the construction
workers, are as passionate about
the 2010 World Cup as anyone, and
will do everything possible to en-
sure its success. But we will not tol-
erate the stadiums being built by
workers who are underpaid or work-
ing in dangerous or unhealthy condi-
tions,” the organization said.

Danny Jordaan, chief executive
of the local organizing committee,
said the strike would soon be re-
solved and was confident that stadi-
ums will be completed on schedule.

“The construction workers have
been the lifeblood of the 2010 FIFA
World Cup project,” he said. “Their
hard work has ensured that we are
on track to meet our deadlines and
that our stadiums will be among the
best in the world next year.”

A spokesman from the employ-
ers’ body, the South African Federa-
tion of Civil Engineering Construc-
tion, wasn’t immediately available
for comment.

Patrick Geqeza, a shop steward
for workers at the Soccer City sta-
dium in Johannesburg, said he un-
derstood the importance of having
the World Cup in South Africa and
completing the stadiums in time.
“We feel bad about going on strike,”
he said, but added that he felt there
was little alternative.

EU antitrust chief
Kroes warned that
more investigations
could follow.

Tehran University students crowd into the campus mosque for the Iran tradition
of Etekaf, a three-day retreat from worldly activities, as part of a wider strike.
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Strike may delay
World Cup sites
in South Africa
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Corporate News

Russian judge in BONY case
gives a final postponement

Prudential PLC to lend
$1.61 billion to midcaps

By Gregory L. White

MOSCOW—A Russian judge gave
what she said was the last postpone-
ment to allow slow-moving settle-
ment negotiations to continue in a
$22.5 billion lawsuit filed by Rus-
sia’s Federal Customs Service
against Bank of New York Mellon
Corp.

People familiar with the talks
said negotiations have made little
progress since they began this
spring, with the parties far apart on
the terms of a possible settlement.

“This is the court’s last warn-
ing,” Judge Lyudmila Pulova told
the hearing as she announced her de-
cision to delay consideration until
Aug. 20 in the Moscow Arbitration
Court.

She had issued a similar admon-
ishment at the previous hearing in
June and didn’t explain the motiva-
tion for Wednesday’s ruling.

Lawyers for the bank had moved
for a three-week delay, saying settle-
ment talks needed more time for
completion.

Steven Marks, lawyer for the Cus-
toms Service, for the first time
Wednesday opposed the motion to
delay the hearing, saying settle-
ment talks aren’t progressing.

“They have shown no indication
of trying to act in good faith,” he
told the court.

Ivan Marisin, counsel for the
bank, denied that allegation and ac-
cused the plaintiffs’ lawyers of “un-
professional” behavior. The bank re-

jects the suit as meritless and has in-
dicated it wouldn’t pay more than a
nominal settlement.

People close to the case say the
plaintiffs are seeking closer to $1 bil-
lion. In conversations with bank offi-
cials before filing the case, plaintiffs
sought $600 million in compensa-
tion in return for not bringing the ac-
tion.

The Customs Service, repre-
sented by Mr. Marks, a U.S. lawyer,
filed the lawsuit against the bank
two years ago, claiming that the
bank owed the Russian govern-
ment damages after a former bank
executive admitted to helping laun-
der $7 billion from Russia through
Bank of New York accounts in the
late 1990s. The suit seeks to have
the Russian court apply U.S. racke-
teering law.

Rights issue helps lower
3i debt as caution reigns
Private-equity firm
turns focus away
from acquisitions

Cabin pressure
Why airlines haven’t
adopted new air-quality
standards > Page 4

By Mark Peters

NRG Energy Inc. rejected Exelon
Corp.’s sweetened takeover offer,
saying the $7.16 billion bid still un-
dervalues the power producer.

NRG Chief Executive David Crane
said on a conference call that Ex-
elon’s new bid represents only a
modest increase that falls far short
of the company’s fair value. NRG’s
board said Exelon needs to raise its
offer further if it wants to start
merger talks.

“There is not a lot there to get
you excited,” Mr. Crane said.

The latest rejection likely will set
up a proxy showdown at NRG’s an-
nual meeting later this month, at
which Chicago-based Exelon will try
to seat new board members.

Exelon, after nearly eight
months, boosted its takeover bid by
12% last week, calling it its last and
final offer. The new offer is for 0.545
of an Exelon share for each share of
NRG, which is based in Princeton,
N.J. NRG shares were up 3.9% at
$22.94 in New York Stock Exchange
trading Wednesday afternoon; Ex-
elon shares were up 1.3% at $48.38.

Exelon described NRG Energy’s
board as entrenched, saying NRG
shares are likely to fall substantially
if Exelon’s bid collapses as investors
see the company as a highly lever-
aged, niche player with a subinvest-
ment-grade credit rating.

By Rachael Gormley

LONDON—Insurer Prudential
PLC said it will lend up to £1 billion
($1.61 billion) to midsize companies
struggling to get financing, in a bid
to step into a gap left by a collapse in
syndicated lending.

Syndicated lending, when banks
club together to make loans to com-
panies, has shrunk drastically as
credit has dried up. Banks have less
capital available and, in the U.K., for-
eign banks that lent a big chunk of
the money have retreated to their
domestic markets. In the first half of
2009, syndicated loans in Europe
dropped 46% on year to $283.8 bil-
lion, according to Dealogic.

As a result, small and midsize
companies in need of refinancing
have often been turned down, said
Robin Knight, a partner at advisory
and restructuring company Zolfo
Cooper.

“The problems have been wide-
spread,” he said.

Prudential is hoping the gap rep-
resents an opportunity. Its invest-
ment-management arm M&G said it
raised £1 billion from investors in-
cluding Prudential’s life fund and 12
local government retirement plans.
The money will be lent directly to
midsize U.K. businesses through a
bond with a minimum term of five
years at what M&G said would be an
affordable spread over the London
interbank offered rate.

The new fund is banking on re-

ceiving steady, long-term income
from backing solvent companies
that would have no problems obtain-
ing credit if the market was function-
ing normally. Because mainstream
bank lending is restricted, M& G ex-
pects to face little competition at-
tracting traditional investors, such
as insurers and pension funds. The
fund doesn’t intend to back cyclical
businesses or companies in sectors
that have been particularly badly hit
by the downturn.

In June, advisory firm Marwyn
said it will launch Marwyn Alterna-
tive Capital, backed by the Royal
Bank of Scotland Group PLC, to pro-
vide alternative finance to compa-
nies with similar refinancing prob-
lems.

Bernard Abrahamsen, director
of fixed income at M&G, said there
was a “very definite need” for such
funds.

“We’ve had a significant number
of calls both direct from companies
and from their banks,” he said. Mr.
Abrahamsen added that the fund
also might be an attractive option
for finance chiefs at midsize compa-
nies who want to diversify their bor-
rowings and not rely solely on one
bank. Unlike bigger peers, midsize
companies have little or no access to
the bond markets.

Mr. Abrahamsen emphasized,
however, that the fund was not a
bailout fund. It will be selective and
target only stable, solvent compa-
nies with financing needs, he said.

MONEY & INVESTING

NRG tells Exelon
$7.16 billion bid
is insufficient

By Margot Patrick

And Marietta Cauchi

LONDON—Private-equity firm
3i Group PLC said Wednesday it
sharply reduced debt in its fiscal
first quarter, putting it in a better
position “to take full advantage of
improved conditions as they
emerge.”

It said that last month’s £732 mil-
lion ($1.18 billion) rights issue and
other measures had reduced net
debt to £961 million at June 30, from
£1.9 billion at the end of March.

Concerns about the company’s
funding helped push 3i shares to a
low of 109 pence in March. 3i had
written down the value of its portfo-
lio, making its debt load seem dan-
gerously large by comparison. The
stock is still down more than 50%
from a year ago, and fell 3.50 pence
late Wednesday morning, at 223.25
pence.

Reflecting what Chief Executive
Michael Queen called the compa-
ny’s “cautious approach” to new in-
vestments, 3i didn’t add any compa-
nies to its portfolio in the first quar-
ter, and invested just £76 million
into the ones it already has. In the
same period last year, investments
amounted to £428 million.

Like most of the buyout industry,

3i Group is focusing on improving
the performance of companies it al-
ready owns. Though valuations on
potential purchases have come
down, the economic slump has
made it harder to raise debt for buy-
outs, and the likelihood that firms
will have to hold onto existing as-
sets for longer than they expected
has made them cautious about mak-
ing new investments.

Proceeds from realizations,
which include assets sold, listed or
refinanced, were £163 million, down
from £301 million in the same pe-
riod last year.

Mr. Queen, who succeeded Philip
Yea in January, had said cutting
debt would be a priority this year,
with the goal of getting it to about £1
billion. “Our focus in the first quar-
ter was on strengthening the bal-
ance sheet. A substantial increase in
liquidity and the reduction in net
debt provide further resilience in
what remains a fragile environ-
ment,” Mr. Queen said in a state-
ment.

The debt reduction came from
the sale of shares to existing share-
holders at a discount, as well as the
proceeds 3i received when it closed
down a listed fund and took over its
assets, and “other operational cash
in-flow.”

Chris Young, an investment-
funds analyst at Arbuthnot Securi-
ties, said cutting debt was a positive
step for 3i, but that the overall pri-
vate-equity industry will continue
to face major “headwinds” for the
foreseeable future.

The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.
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