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Stepping back

White House pares finance
reforms, seeks tougher rules
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Editorial&Opinion

By Joellen Perry

LUXEMBOURG—The Euro-
pean Central Bank expects fur-
ther financial-sector weak-
ness could help keep the euro-
zone economy from expand-
ing before the middle of next
year, a top policy maker said
in an interview.

ECB officials believe the
euro-zone recession could
weaken the 16-nation bloc’s
strained banking system.
“That is the reason why we
are also cautious about the
gradual recovery path in our
scenario,” said Yves Mersch,
who sits on the ECB’s 22-mem-
ber Governing Council.

Mr. Mersch, head of Lux-
embourg’s central bank, is a
lawyer and political scientist
whose influence on ECB pol-
icy exceeds the tiny nation’s
importance in the euro zone’s
economy.

In the interview, he said fi-
nancial-sector weakness,
which could push more Euro-
pean banks to fail, is “already
penciled in” to policy makers’
calculations. He suggested
policy makers see
their role shifting
from actively shor-
ing up the bloc’s fi-
nancial system and
economy to monitor-
ing the effect of mea-
sures they have
taken.

“We must move
away from an an-
nouncement policy
to an implementa-
tion policy,” Mr. Mer-
sch said.

“But if the ceiling is falling
on our head,” he added, noting
developments could turn out
worse than the central bank ex-
pects, “we have to change.”

In May, the ECB cut its key

rate to a record low of 1% and
announced a program to buy
Œ60 billion ($83 billion) in
low-risk bonds. Central
banks in the U.K. and U.S.
have taken their key rates

close to zero and
launched broader as-
set-purchase pro-
grams to boost eco-
nomic activity.

The prospect
that a worse-than-
expected downturn
could throttle Euro-
pean banks is spur-
ring concern out-
side the bloc. The In-
ternational Mone-
tary Fund warned

Monday that financial-sector
weakness could thwart the
euro zone’s economic recov-
ery. U.S. Treasury Secretary
Timothy Geithner will press
the Obama administration’s
case for European authorities

to run tougher bank stress
tests at a meeting of finance
ministers from the Group of
Eight leading nations at a
meeting in Italy this week.

Mr. Mersch cautioned that
differences in national ac-
counting, regulatory and le-
gal regimes make implement-
ing pan-European stress
tests unrealistic. He sug-
gested that he sees scope for
improvement in Europe’s cur-
rent plans, in which national
regulators eschew individual
bank-level tests and keep test
results secret.

“National supervisors
ought to come together and
exchange views on the results
of these national tests ... and
the outcome of this exchange
of views should be made pub-
lic,” Mr. Mersch said.

But European policy mak-
ers are wary of applying U.S.

Please turn to page 31

ECB official warns on Europe’s banks Inside

German retail consolidation in store

Yves Mersch

Voter apathy
Europe will be built by
Europeans, not Brussels
edicts. Page 15

By Robin Sidel

And Deborah Solomon

The U.S. Treasury Depart-
ment cleared the way for 10
large financial institutions to
repay nearly $70 billion of
government funds, setting
some of the nation’s stron-
gest banks apart from hun-
dreds of others that remain
under Washington’s thumb.

The move will release the
banks from a slew of contro-
versial restrictions that were
part of the Troubled Asset Re-
lief Program, established last
year to help stabilize the bank-
ing system. Industry execu-
tives and investors recently
have expressed confidence
about the prospects for the be-
leaguered sector, although
many institutions are still be-
ing hit by unemployment and
a mountain of bad loans.

The Treasury Department
gave the go-ahead to J.P. Mor-
gan Chase & Co., Goldman
Sachs Group Inc., U.S. Ban-
corp, Morgan Stanley, Ameri-
can Express Co., Capital One
Financial Corp., BB&T Corp.,
Bank of New York Mellon
Corp., State Street Corp. and
Northern Trust Corp.

“It is a testament to our
firm’s strength and stability
that J.P. Morgan Chase is able
to repay TARP funding in full
and with dividends to U.S. tax-
payers at this time, and to be
in the first wave of institu-
tions permitted to do so,”

said James Dimon, chief exec-
utive officer of J.P. Morgan, in
a memo sent to employees.
Mr. Dimon, who has repeat-
edly said the bank didn’t need
the $25 billion in TARP funds
that it took last year, has in-
creasingly expressed frustra-
tion with restrictions associ-
ated with the program.

Government officials ini-
tially had planned for banks
to keep the Treasury’s invest-
ment for at least three years
but were forced by Congress
earlier this year to allow
banks an early exit. With
signs of the financial sector

Please turn to page 31

U.S. banks
get approval
to repay aid

Leading the News: U.S. will remain a mediator in Iraq even after its military drawdown
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Giving it back
The 10 big banks that won 
approval to repay capital 
infusions from the U.S. 
government, with amounts 
in billions of U.S. dollars

J.P. Morgan Chase

Goldman Sachs

Morgan Stanley

U.S. Bancorp

Capital One

American Express

BB&T

Bank of New York Mellon

State Street

Northern Trust

$25

$10

$10

$6.6

$3.56

$3.39

$3.13
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$1.58
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The European Court of Hu-
man Rights ruled against
Turkey, finding it failed to
prosecute adequately a man
who repeatedly attacked his
wife, and killed his mother-in-
law. The case gives the
court jurisdiction in cases of
domestic violence. Page 2

n A Qatari state investment
fund is in talks to invest in
Porsche, which is laden with
$12.5 billion in debt. Page 4

n Former AT&T chief Ed-
ward Whitacre Jr. will be-
come chairman of GM once
the auto maker exits bank-
ruptcy. Page 4

n The technology sector led
U.S. and European shares mod-
estly higher after Texas Instru-
ments issued a positive sec-
ond-quarter outlook. Page 20

n Obama is pushing for legis-
lation that would require any
new tax cut or entitlement
program be paid for. Page 10

n The U.S. wants European
banks to be subjected to more
rigorous stress tests, to help
ensure they will survive if the
economy worsens. Page 17

n Heritage Oil will buy
Genel Enerji of Turkey for
about $2.5 billion, signaling
the potential start of acquisi-
tion activity in Iraq’s oil-rich
northern region. Page 6

n The U.S. transferred a de-
tainee from Guantanamo to
stand trial in a civilian court,
a test case for Obama’s plan
to close the prison. Page 11

n Russia plans to pull its bid
to join the World Trade Orga-
nization and reapply as a
bloc with neighbors Belarus
and Kazakhstan. Page 10

n Versace tapped Gian Gia-
como Ferraris, CEO of Ger-
man designer label Jil Sander,
to take the reins at the Ital-
ian fashion house. Page 31

n The cost of China’s stimu-
lus program is turning out to
be much larger than official
figures indicate. Page 12

n Gunmen stormed the Pearl
Continental Hotel in Pesha-
war, then set off a blast that
killed at least 11 people, Paki-
stani officials said. WSJ.com

n A Myanmar court ruled
that pro-democracy leader Suu
Kyi will be allowed one more
defense witness at her trial.

n A notebook of drawings
by Picasso was stolen from
the Paris museum that bears
his name, authorities said.
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The inferno is over. But
the blaze hasn’t left the
banking sector altogether.

The U.S. Treasury has an-
nounced that some large
banks are now allowed to
pay back the emergency gov-
ernment equity investments
made last October under
the Troubled Asset Relief
Program. It is a landmark
moment because it suggests
a full-scale meltdown of the
financial system has been
avoided. But it would be
overly confident to say ter-
minating TARP for some
banks presages a return to
health. More likely, the
TARP process avoided com-
plete disaster and has left
the system in an old-fash-
ioned banking-sector crunch
that usually occurs in a re-
cession.

One of the hallmarks of
such a crunch is that some
banks are winners and oth-
ers are clear-cut losers. In
some sense, the winners are
those firms that announced
Monday that they’d be pay-
ing back TARP, like J.P. Mor-
gan Chase, American Ex-
press and U.S. Bancorp.

One massive benefit of
TARP is that it bought time

for banks to repair their bal-
ance sheets by issuing large
amounts of stock in private
markets. For instance, stock
sales helped Morgan Stan-
ley’s leverage fall to 13
times in the first quarter,
from 29 times at the end of
2007.

Changes like that means
that the system wins. The
equity issuance punished
the shareholders who al-
lowed them to take too
many risks, and higher capi-
tal ratios are a rebuke to
regulators who long blessed
inadequate buffers. In 2007,

Tier 1 capital ratios for
Bank of America and Citi-
group declined 21% and 17%,
respectively. So, in a sense,
TARP has merely put cer-
tain banks on the footing
they should always have
been on going into a reces-
sion.

And that means that
even some of TARP’s losers
have a good chance of
emerging intact, including
Bank of America, which
took two large investments
from the government total-
ing $45 billion. BofA isn’t
expected to repay TARP till
the third or fourth quarter.

For investors, the post-
TARP outlook is most con-
fusing for Citigroup and
Wells Fargo. The former is
the only large bank that will
end up with the government
owning a large slug of vot-
ing common stock, perhaps
as much as 34%. Other
shareholders may fear that
will give the government
the power to take actions
that could hurt the bank.
For instance, Sheila Bair at
the Federal Deposit Insur-
ance Corp. is pressing for a
management shake-up.
Then again, the government
may feel that it is pursuing
changes that will maximize
the value of its stake.

Wells isn’t in as bad a
shape as Citi or BofA, but
it’s not among the 10 large
banks that have met Trea-
sury requirements for pay-
ing back TARP investments.
At 8.3%, Wells’ Tier 1 ratio
is lower than most of its
peers and could drop if it
paid back its $25 billion of
TARP without raising an
equivalent amount in other
forms of capital. That leaves
it vulnerable. Any shortfalls
in earnings may force the
bank into more equity offer-
ings.
  —Peter Eavis

The sharp rise in short-
dated government bond
yields around the world
marks a shift in investor
strategies: the Armageddon
trade is being unwound.

Since the start of the
year, investors have made
huge gains betting on a
steepening of government
bond yield curves. They
bought short-dated govern-
ment bonds, betting yields
would remain at low levels
thanks to extremely accom-
modative monetary policy
and continued risk aversion,
while shorting longer-dated
bonds, expecting yields
would rise due to fears
about inflation, massive gov-
ernment bond supply and
fiscal deficits—a trade
known as a bear steepener.

By June 4, the gap be-
tween two-year and 10-year
U.S. Treasury yields had wid-
ened to 2.74 percentage
points from 1.33 percentage
points at the start of the
year, a gain of 1.41 percent-
age points. Investors would
have been able to juice this
gain with leverage.

But Friday’s better-than-
expected U.S. jobs data had
investors rushing to lock in
profits by unwinding the
trade, reminded that the Fed-

eral Reserve will ultimately
have to start withdrawing
its financial stimulus. That
pushed short-dated yields
sharply higher, a move exag-
gerated to the point that
the market appears to be
betting U.S. rates could rise
by the end of the year.

A similar trend has been
playing out in the corporate
credit market, where curves
have also been steepening.
The short end of the iTraxx
Europe index of blue-chip
corporate borrowers is re-
turning to normality, with
the cost of three-year insur-
ance against default now
back below the five-year
cost—a shift similarly
driven by an unwinding of
expensive insurance bought
to protect against sudden
defaults such as that of Leh-
man Brothers, rather than a
positive view on improved
credit quality. In fact, credit
curves remain very flat, and
the cost of insurance re-
mains relatively high.

Indeed, unwinding an old
trade isn’t the same as put-
ting on a new one. Investors
have made money unwind-
ing the Armageddon trade,
but that doesn’t mean they
are betting on a recovery.
 —Richard Barley

The end of the beginningSifting winner and loser banks

Appraisals roil real-estate deals in the U.S.
Conservative method
to home pricing deters
sales, refinancing

Note: As of Tuesday midafternoon        Source: Thomson Reuters Datastream

Down, not out
Share performance since the announcement of TARP on Oct. 14
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By James R. Hagerty

And Ruth Simon

Appraisals are becoming one of
the biggest obstacles for Americans
trying to sell their homes, refinance
their mortgages or tap into home-
equity credit lines.

During the housing boom, ap-
praisers often complained of pres-
sure from lenders to inflate home-
value estimates to justify dubious
mortgage lending. Now, some peo-
ple in the mortgage business—and
some borrowers—say the pendu-
lum has swung too far the other
way.

Patti Sanders, an aerospace engi-
neer in Oakdale, Calif., knew prices
were down sharply but said she was
“flabbergasted” recently when her
3,100-square-foot Victorian home
was appraised at $250,000, com-
pared with $635,000 assayed two
years earlier. The new estimate
prompted a lender to reject her ap-
plication for a refinancing that
would have lowered her mortgage
payments about $400 a month.

Lenders burned by huge losses
from defaults now are pressing ap-
praisers to be more conservative.
And appraising itself is more diffi-
cult with home prices fluctuating
rapidly and transactions few and
far between in some markets; sale
prices from a few months back may
no longer reliably indicate the value
of nearby homes.

“If history is no longer valid,

then it is very difficult to get good
and accurate values,” said Mark Rat-
termann, an appraisal trainer in In-
dianapolis.

John Rooney, an appraiser in
Phoenix, said about half the recent
appraisals he has done for people
seeking to refinance have been too
low to allow it. Applying to other
lenders is likely to cost borrowers
$350 or more for another appraisal.

Valuation disputes are also
throwing a monkey wrench into
some sales. Chris Rubis, a real-es-
tate agent in Fairfield County,
Conn., said one client recently ac-
cepted an offer of about $750,000
on a four-bedroom, four-bathroom
home. But the appraisal, which was
done by someone outside the local
area, came in last week at $700,000.
That might require the buyer to
come up with more cash for a down
payment.

“It’s opened a whole new door
for negotiation,” Mr. Rubis said.

Credit lines are also vulnerable.
J.P. Morgan Chase & Co. recently
froze one customer’s home-equity
line of credit because, the bank said,
his Manhattan apartment—a
2,650-square-foot three-bedroom,
two-bedroom duplex with a terrace
appraised at $1.475 million in
2005—was worth just $600,000.
Chase told the borrower, who asked
not to be identified, that the lower
credit line would remain in effect un-
til a new appraisal could demon-
strate the value was much higher
than $600,000.

The borrower then paid for a
new appraisal that pegged the prop-
erty at $1.8 million.

“To protect borrowers and the
bank, we use an automated ap-
praisal system on our portfolio,” a

Chase spokesman said. “The system
has proven effective. However, we
encourage customers who think
that the valuation is too low to or-
der an appraisal and we will reim-
burse them…if it supports their
claim.” Chase will restore this bor-
rower’s full credit line, he added.

In some cases, lenders are requir-
ing that appraisals be based on
sales closed within the past three
months rather than the prior six-
month norm, appraisers said. Some
lenders are also asking for compari-
sons with at least one sale in the
past 30 days.

Taking their cues from lenders, ap-
praisers are avoiding any estimate
that could be deemed excessive. “I
don’t want to stick my neck out,” said
Mr. Rooney, the Phoenix appraiser.

The situation became more com-
plicated on May 1 when the appraisal

industry adopted the Home Valuation
Code of Conduct. These new rules ap-
ply to mortgages that will be owned
or guaranteed by government-
backed mortgage companies Fannie
Mae and Freddie Mac, which recently
have accounted for about two-thirds
of all new home loans.

Fannie and Freddie agreed to the
code last year after New York Attor-
ney General Andrew Cuomo accused
them of failing to ensure that apprais-
ers were shielded from pressure to in-
flate their estimates.

The code bars loan officers, mort-
gage brokers or real-estate agents
from any role in selecting appraisers.
This has encouraged lenders to out-
source the selection to appraisal-man-
agement companies, or AMCs, which
take a sizable cut of the appraisal fee.
As a result, appraisers are under pres-
sure to “do it faster, do it cheaper,”

said Bill Garber, a spokesman for the
Appraisal Institute, a trade group.

While the new code is likely to pre-
ventsome abuses, it also removesflex-
ibility.

For instance, loan officers or mort-
gage brokers used to be allowed to dis-
cuss specific home values with ap-
praisers, who sometimes would ad-
vise against ordering an appraisal if it
seemed unlikely to be high enough to
warrant a loan. That would save bor-
rowers money.

Another source of frustration: If a
borrower is happy with an appraisal
ordered by one lender but decides to
seek better loan terms from another,
a new appraisal will likely be needed.
The Mortgage Bankers Association
said it is looking at ways to make ap-
praisals more “portable” from one
lender to another
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Hard to put a price on it
A wave of lower-than-expected home appraisals is adding another drag on limping U.S. real-estate market

Home prices are still falling…
Change from a year ago in the median 
sale price of a single-family home

*Homes sold for less than the value of the mortgage

Sales have yet to rebound…
Resales of single-family homes, 
at an annual pace; in millions

And often, sales are distressed
Percentage of home sales that were 
foreclosed properties or short sales*
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CORRECTIONS &
AMPLIFICATIONS

By Gina Chon

BAGHDAD—U.S. Ambassador
Christopher Hill said Tuesday that
recent signs of political rapproche-
ment among Iraqi leaders are en-
couraging, but the latest heated
rhetoric is a reminder that the situa-
tion here is still fragile.

Although the U.S. military draw-
down will reduce its footprint in
Iraq, America still plays a critical
role as a middleman when Iraqis
need a mediator to solve problems
among themselves. That need
shows how far the war-torn country
still has to go in moving away from
sectarian and ethnic agendas and
achieving political stabilty.

The U.S. role is even more critical
now as political factions jockey for
position ahead of the national elec-
tions in January. The threat is that
the rhetoric will escalate to the
point where it threatens the elec-
tion process, or leads to violence
and instability.

For example, the relationship be-
tween the Kurdish and central gov-
ernments, which is already tense be-
cause of claims over disputed terri-
tories what Baghdad sees as illegal
settlement, has become even more
heated because of the Kurdish elec-
tions in late July.

The U.S. role as a broker extends
beyond national politics. Many local
security groups, known as the Sons
of Iraq, are still distrustful of the
Iraqi government and prefer to be
under American control. Provincial
and city councils that feel they can’t
get their voices heard in Baghdad
turn to American provincial recon-

struction teams and U.S. military of-
ficials to act as liaisons.

Mr. Hill arrived in Iraq in late
April. He said his past experience as
lead negotiator for the U.S. in talks
with North Korea and helping bro-
ker peace talks in Bosnia and Kosovo
gives him some understanding of
Iraq’s factionalism. “Often in transi-
tional political circumstances,
there’s a tremendous premium on
people’s personalities,” he said.

Mr. Hill has spent the last month
encouraging political leaders to find
common ground when accusations
among parties became what he
called “a cause for concern.”

After Iraqi Prime Minister Nouri
al-Maliki’s win in local elections in
January, many political blocs, wor-
ried about another victory for the
prime minister, have lined up
against him recently. Mr. Maliki has
called for majority rule instead of
the current power-sharing formula,
and a presidential system, similar to

that in the U.S., in which Iraqis can
directly vote for their leaders. His
suggestion drew criticism from
Kurds, Sunnis and other Shiite lead-
ers.

Political sparring ahead of elec-
tions has been far from traditional
campaigning, and includes serious
charges and countercharges. In par-
liament, calls to bring government
ministers to be questioned for cor-
ruption have irked Mr. Maliki, who
sees them as attempts to undermine
his government for political gain.

Mr. Hill said it is a positive sign
that Iraqi politicians are still work-
ing through their differences
through politics and not violence.
He said democracy is still new for
Iraq, so there is a need for patience.

“We try to be very active and en-
gaged. But we’re mindful that if it’s
going to work, it’s going to work be-
cause it’s the Iraqis and not the
Americans who are solving things,”
he said.

The European Court of Human
Rights ruled against the Turkish
state on Tuesday, finding that it
failed to prosecute adequately a
man who repeatedly attacked his
wife, and eventually shot and killed
his mother-in-law.

The case is a landmark ruling for
Europe. For the first time, it classi-
fies such cases as gender discrimina-
tion, giving the Strasbourg court ju-
risdiction in cases of domestic vio-
lence.

Andrea Coombers, legal practice
director at the International Centre
for the Legal Protection of Human
Rights in London, said describing
gender-based violence as discrimi-
nation “is what the rest of the world
has thought for at least a decade. It
is a significant step in the right direc-
tion by the European Union.”

Mesut Bestas, the lawyer for Ms.
Opuz, added: “European legislation
on freedom of expression, freedom
of assembly and right to life is clear,
but when it comes to the issue of
women’s rights, the legal frame-
work is murky. … This trial begins to
shed light on that murkiness.”

Nahide Opuz, a woman living in
the southeastern Turkish city of Di-
yarbakir, brought her case to the
court in Strasbourg, France, after ex-
hausting avenues in Turkey. As a
member of the Council of Europe,
Turkey is subject to the Council’s hu-
man-rights court.

Ms. Opuz, now in hiding, started
complaining to Turkish police in
1995 that her stepfather and his son—
her husband—repeatedly assaulted
and threatened her and her mother.

Her husband, Huseyin Opuz, was
convicted of trying to run over Ms.
Opuz and her mother in a car, but his
three-month sentence was later com-
muted to a fine. Mr. Opuz was also
fined for stabbing his wife in 2001.

On March 11, 2002, Mr. Opuz shot
and killed his mother-in-law as she
and her daughter were loading furni-
ture on a truck to flee the area. He
was convicted in 2008 and sen-
tenced to life imprisonment, but the
sentence was reduced. He was freed
from jail having served several
years, taking into account that the

offense was a result of “provocation
by the deceased.”

On Thursday, a judge in Stras-
bourg demanded the Turkish state
pay Ms. Opuz Œ30,000 ($41,700) in
damages. The court ruling criticized
“the overall unresponsiveness of
the judicial system and impunity en-
joyed by the aggressors” in Turkey.

Hidayet Tüksal, head of Turkish
advocacy organization Capital Wom-
en’s Platform, said the decision “will
have an important effect on the way
in which debates about women’s
rights develop in this country.”

The European Commission has
repeatedly raised the issue of com-
bating domestic violence, among
other issues, in membership talks
with Turkey.

“Women’s rights is an issue that
is monitored very closely” said
Krisztina Nagy, commission spokes-
woman for enlargement. “We often
take it up with our Turkish counter-
parts.”

A spokesman for Turkey’s Minis-
try of Justice was unavailable for
comment. Turkish officials have said
in the past that criticism over the
country’s record on domestic abuse
is unfair, as all countries have difficul-
ties in preventing domestic violence.

According to the commission’s
November 2008 progress report on
Turkey, Turkey has trained some
30,000 police officers to deal with
domestic violence and has opened
more shelters for abused women.

Key Europe gender case
is decided against Turkey

U.S. is still Iraq mediator
As elections intensify
rivalries, Hill says
Iraq needs a broker

Shifting maneuvers

A judge demanded
the Turkish state
pay Ms. Opuz
$41,700 in damages.
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Versace names Jil Sander executive CEO

Citigroup Inc. said its delayed
plan to convert billions of dollars of
preferred shares into common stock
will occur this week, clearing the
way for the U.S. government to own
as much as 34% of the bank.

The $58 billion conversion, an-
nounced in February when Citigroup
shares were trading near $1, was sup-
posed to happen in April but was
slowed by negotiations between the
bank and federal officials over de-
tails of the complicated transaction.

The deal is aimed at reducing
worries about Citigroup’s capital
levels. The company said last month
that it would expand the conversion
to help plug the $5.5 billion capital
hole found by the Federal Reserve in
its stress tests of the nation’s 19 larg-
est banks.

The reason for the delay in the
deal, which would make the govern-
ment Citigroup’s largest
shareholder, isn’t clear. In a
statement Monday, Citi-
group said it “appreciates
the cooperation and sup-
port it has received from
the federal banking regula-
tors in connection with the
exchange offers.” A Citi-
group spokesman declined
to comment on the ex-
change offer beyond the
company’s statement.

Midafternoon Tuesday,
Citigroup’s shares were up 0.3% at
$3.43 on the New York Stock Ex-
change. Like many other bank
stocks, Citigroup has surged in the
past three months as fears have
eased about vulnerability to future
losses on loans and other assets.

The government’s stake could
give Washington even more influ-
ence over Citigroup. Already, the
Federal Deposit Insurance Corp. is
pushing for a shake-up of the man-
agement team led by Chief Executive
Vikram Pandit, according to govern-
ment and bank officials. Other fed-
eral agencies aren’t as concerned,
contending that it is too soon to give
up on Mr. Pandit and his lieutenants.

Relations between Citigroup and
the FDIC, strained since last au-
tumn, deteriorated further during
the past week. The FDIC, led by
Chairman Sheila Bair, believes Citi-
group’s top executives lack ade-
quate commercial-banking experi-
ence, said people familiar with the
discussions between the agency and
bank. The FDIC wants executives

who understand “good old-fash-
ioned credit risk,” one of those peo-
ple said. Before becoming CEO in
late 2007, Mr. Pandit spent most of
his career in investment banking.

The FDIC recently requested cop-
ies of any financial documents Citi-
group has provided to other regula-
tors and has asked the company to
walk FDIC examiners through parts
of Citigroup’s balance sheet, accord-
ing to people familiar with the gov-
ernment’s requests.

Meanwhile, regulators at the Of-
fice of the Comptroller of the Cur-
rency, part of the Treasury Depart-
ment, feel that Mr. Pandit’s team de-
serves more time to execute on its
plans and that a management
shake-up would be destabilizing.

To Mr. Pandit’s credit, he has ag-
gressively cut costs since arriving at
Citigroup and worked to streamline
the company, including shedding
poorly performing businesses and
positioning Citigroup to sell certain
assets.

Last week, Citigroup Chairman
Richard Parsons said in a
statement that Citigroup’s
board is “confident in our
management.” Mr. Par-
sons couldn’t be reached
for comment Monday.

Regulators also have
clashed over financial-
health ratings assigned to
the company, according to
people familiar with the
dispute.

Federal officials have
discussed possible succes-

sors for Mr. Pandit and his deputies,
according to people familiar with
the matter. Some government offi-
cials hope Citigroup’s board will
make changes on its own, eliminat-
ing the need for any government ac-
tion on executive matters, said one
person with knowledge of those offi-
cials’ views.

At least three Citigroup direc-
tors, including Mr. Parsons, have
reached out recently to FDIC offi-
cials to try to mend the company’s
relationship with the agency, accord-
ing to people familiar with the ef-
forts. A Citigroup spokesman de-
clined to comment Monday on the
bank’s relationship with regulators.

Some federal officials expect con-
tinuing assessments of bank gover-
nance and risk-management prac-
tices to help them decide on a more-
unified approach toward dealing
with Citigroup. Citigroup hasn’t
asked government officials for per-
mission to repay any of the at least
$45 billion in taxpayer-funded capi-
tal it has received since last year.

Citi deal clears the path
for greater U.S. control

standards wholesale to a banking
system they say is very different. Of-
ficials including ECB president Jean-
Claude Trichet question April fig-
ures from the IMF that forecast euro-
zone banks will need another $375
billion to cover losses and rebuild
capital by the end of next year, com-
pared with $275 billion for U.S.
banks. Mr. Trichet has suggested
the results don’t take into account
how Europe’s accounting and lever-
age standards differ from those in
the U.S.

Mr. Mersch said the IMF results
are “subject to discussion.”Data out
Tuesday suggest stabilization in the
euro zone may be a ways off. German
exports resumed their slide in April,
falling 4.8% from March, when they
rose for the first time in six months.
Compared with April 2008, exports
in Europe’s largest economy slid
28.7%—the worst drop since
records began in 1950, according to
the Federal Statistical Office.

Analysts chalked up the severity
of the export slide in part to techni-
cal effects, but Germany’s industrial
production also disappointed, fall-
ing 1.9% in April from March against
economists’ expectations of a 0.5%
slide.

There also are signs that the
downturn’s intensity is weakening.
Germany’s economics ministry said
in a statement that “the chances for
a foreseeable bottoming-out of in-
dustrial production have im-
proved,” as the pace of the sector’s
slide slows.

France’s central bank Tuesday re-
vised its forecast for the country’s
second-quarter output to a 0.5% fall
from an earlier forecast of a 0.6%
drop and said its business-senti-
ment indicator rose in May, though

it remains well below its long-term
average.

The ECB expects the euro zone’s
first quarter—when output con-
tracted by an annualized rate of
nearly 10%— to mark the recession’s
trough, Mr. Mersch said. But he cau-
tioned against overplaying recent
signs of stabilization: “We are reach-
ing the valley, but we have to walk
through the valley.”

European finance ministers, in
Luxembourg on Tuesday for a regu-
lar monthly meeting, dealt a blow to
the ECB’s hopes of taking on a new
banking-supervision role. The offi-
cials backed a recent European
Union proposal for a unified regula-
tory body to replace the current
patchwork of national supervisors.

But they balked at the EU’s pro-
posal to put the ECB president in
charge of a new body to monitor the
buildup of financial risks across the
27-nation bloc, leaving open the op-
tion that another central-bank head
could take the post. The U.K.—Eu-
rope’s financial center—is wary of
ceding supervisory power to the ECB.
EU leaders will take up the negotia-
tions at a Brussels summit next week.
 —Adam Cohen

and Roman Kessler
contributed to this article.
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Banks weigh on economy, ECB says

Big U.S. banks cleared to repay aid
FROM PAGE ONE

By David Enrich,
Damian Paletta
and Randall Smith

Source: Federal Statistical Office of Germany
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Vikram Pandit

By Kevin Kingsbury

Citadel Investment Group
founder and Chief Executive Ken-
neth Griffin is joining E*Trade Fi-
nancial Corp.’s board, as the bank
and online broker’s largest investor
will have more involvement with
the company’s operations.

Citadel, a hedge-fund operator,
injected $1.75 billion into E*Trade in
late 2007 and received a nearly 20%
stake in the company, which has
been hurt by a series of bad bets on
the real-estate market. Citadel also
bought a $3 billion portfolio of asset-
backed securities from E*Trade
that it subsequently sold at a profit.

E*Trade shares, at $1.53 each late

Tuesday on Nasdaq, is far below its
$4.91 price in November 2007 when
the investments were made.

Mr. Griffin will serve on the
E*Trade board’s finance and risk-
oversight committee. In joining the
board, he exercised Citadel’s right
to appoint a director.

E*Trade set aside billions of dol-
lars last year to offset losses from bad
loansin itsbank’smortgageportfolio.
The company also applied for an
$800 million investment from the
U.S.Treasury Department’s Troubled
AssetReliefProgrambuthasyettore-
ceiveapproval.Attherequestofbank-
ing regulators, E*Trade’s brokerage
business is becoming a subsidiary of
the company’s banking operations.

Citadel CEO joins E*Trade board

stabilizing and bank stress tests
complete, administration officials
decided it was the right moment to
allow some banks to return the gov-
ernment’s funds. The money will be
used to aid other firms in need of as-
sistance, such as smaller banks that
want TARP money.

“I haven’t seen anybody swing-
ing from the chandeliers yet, but ob-
viously this was the result we
wanted,” said Bob Denham, a spokes-
man for BB&T Corp., a regional bank
based in Winston-Salem, N.C. “I
don’t think there is any doubt that
we are very excited and elated.”

Missing from the list are indus-
try behemoths Bank of America
Corp., Citigroup Inc. and Wells
Fargo & Co., each of which are grap-
pling with issues that are prevent-
ing them from repaying the funds.

Once the funds are repaid, those
banks will be permitted to raise divi-
dends without seeking the govern-
ment’s permission and hire foreign
workers for jobs in the U.S. Repay-
ment also means the banks will be
able to sidestep some of the thorni-
est issues that resulted from the pro-
gram, such as the outrage that has
been expressed over the conduct of
companies operating with taxpayer
funds, such as sponsoring lavish con-
ferences and ordering jets.

While the government will no
longer have a stake in some of the
biggest firms, administration offi-
cials said tough scrutiny of pay and
management practices at these com-
panies will remain. The government
has limited authority to dictate com-
pensation practices without a direct
investment, but officials said they
plan to jawbone banks into chang-
ing their ways.

“The return of these funds does
not provide forgiveness for past ex-
cesses or permission for future mis-
deeds,” President Barack Obama
said in remarks Tuesday. “It is criti-
cal that as our country emerges
from this period of crisis, that we
learn its lessons; that those who
seek reward do not take reckless
risk; that short-term gains are not
pursued without regard for long-
term consequences.”

As part of that goal, the adminis-
tration will announce as early as
Wednesday an effort to broadly
change compensation practices, in-
cluding at companies that didn’t re-
ceive federal bailout money. Admin-
istration officials want to more
closely align pay with long-term per-
formance, such as having executive
compensation come more in the
form of restricted stock or other eq-
uity than cash bonuses.

Much of the guidance will be vol-

untary and along the lines of “best
practices” that banks will be ex-
pected to abide by. The Federal Re-
serve has also been discussing rules
that would curb banks’ ability to pay
employees in a way that would
threaten the “safety and sound-
ness” of the bank.

Morgan Stanley said that while it
is ready to pay back its TARP money,
the repayment won’t change its over-
all views on compensation. In recent
months, Morgan rolled out pay
changes designed to discourage risk-
taking that could backfire on the
firm while enriching individuals.

“Though we will soon exit the
TARP program, Morgan Stanley will
continue working closely with the
administration, our regulators and
our peers to ensure the safety and
soundness of the U.S. banking sys-
tem,” Morgan Stanley CEO John
Mack said in a statement.

The timing of the repayments
will be up to each individual bank,
but some hurdles still remain in cut-
ting ties to the government. While
banks can easily return the pre-
ferred shares the Treasury pur-
chased in October, they must also
deal with warrants the government
received as part of its investment.
 —Dan Fitzpatrick

and Aaron Lucchetti
contributed to this article.
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By Giada Zampano

ROME—Gianni Versace SpA
has tapped Gian Giacomo Ferraris
as chief executive, in a move aimed
at shoring up the fashion house’s
leadership.

Mr. Ferraris, who has been chief
executive of the German fashion la-
bel Jil Sander since 2004, will take
the reins at Versace on July 15,
Versace said Tuesday.

Like many of Italy’s small, family-
owned fashion houses, Versace has
struggled to weather the fallout of
the global financial crisis, lacking

the scale and financial muscle of
larger rivals such as LVMH Moët
Hennessy Louis Vuitton SA.

Italian designer Roberto Cavalli
has also been on the hunt for a chief
executive to turn around operations
at his struggling namesake label.

Versace’s future has been uncer-
tain for months as the company’s
former CEO, Giancarlo Di Risio,
clashed with designer Donatella
Versace over how to cut costs at the
label. Mr. Di Risio resigned last week
after the company’s board approved
a restructuring plan drawn up by
outside consultants.

The relatively swift appointment
of Mr. Ferraris, who has also worked
for PPR SA’s Gucci Group, “repre-
sents the determination of the share-
holders and Board of Directors to
continue to guarantee a strong, com-
petent and united managerial lead-
ership,” the company said.

The fashion house’s founder, Gi-
anni Versace, was shot to death in
1997. His sister, Ms. Versace, now
owns a 20% stake in the company.
Her daughter, Allegra Versace Beck,
holds a 50% stake. Santo Versace,
brother of the late designer, owns
30% of the company.
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Retail group Arcandor files for insolvency
German rival Metro
offers to acquire
its Karstadt stores

German retailer Metro wants to acquire some of Arcandor’s Karstadt stores.

LEADING THE NEWS

By Cecilie Rohwedder

Long-struggling German retail
and tourism group Arcandor AG filed
for insolvency on Tuesday, paving
the way for a possible linkup with ri-
val Metro AG and a consolidation of
the German department-store sector.

Arcandor is the third German de-
partment-store company to collapse
this year as the plunge in consumer
spending and scant credit accelerate
a reshaping of the retail sector in Eu-
rope’s largest economy. Arcandor’s
insolvency filing came after an un-
successful plea for aid from the Ger-
man government.

Arcandor said the court filing cov-
ered its Karstadt department-store
chain and the Quelle mail-order busi-
ness but not its majority stake in
Thomas Cook PLC, Europe’s second-
biggest travel company.

Metro, Germany’s remaining

healthy department-store opera-
tor, moved quickly to repeat an ear-
lier offer to take over about 60 of Ar-
candor’s 91 Karstadt stores, combin-
ing them with its own Kaufhof
chain. Metro would likely pay little
or nothing to take control of the
stores. The move would save many
of the retail jobs at Karstadt. Arcan-
dor said 43,000 jobs will be affected
by the insolvency.

Under the plan proposed by Metro
last month, it would take over Arcan-
dor’sdepartment-storeoperations,in-
cluding many of its employees. But it
wouldn’t take on Arcandor’s head-
quarters, debt, administrative costs
or employee obligations.

Metro has said that a deal would
also require renegotiations of
Karstadt’s rent payments. Arcandor
sold its real-estate assets in 2006 and
has been renting back its stores for
payments that have contributed to
its current problems.

An insolvency administrator will
now look at Arcandor’s balance sheet
and businesses to determine which
parts of the company are viable. The
administratorwillthenlookforinves-
tors for those parts and determine

which creditors and shareholders get
their money back first.

Thomas Cook is unaffected by Ar-
candor’s insolvency because its fi-
nances are largely independent from
those of its parent company. Thomas
Cook Chief Executive Manny Fon-
tenla-Novoa said Tuesday that the
company had been run as a stand-

alone business and would continue
its business as usual. That said, it is
unclear what will happen to Arcan-
dor’s majority stake in the tour opera-
tor because it was given to banks as a
security for loans.

Germany on Monday rejected Ar-
candor’s bid for Œ650 million, or
about $900 million, in guarantees

from the government’s Œ115 billion
fund that was created to help compa-
nies hurt by the global credit crisis.
The government also rejected a re-
quest for a six-month rescue-aid
credit of Œ437 million from state-
owned bank KfW.

Arcandor has struggled for over a
decade and almost went bankrupt
once before, in 2004. Karstadt’s con-
ceptof selling “Everything Under One
Roof,”itssloganfordecades,hascome
under pressure from out-of-town
shopping malls and specialist retail-
ers that offer a wider selection within
a narrower range of goods.

“Selling everything under one
roof means that 400,000 products
have to be better than at any other
store,” said Bernd Hallier, managing
director of the EHI Retail Institute in
Cologne, Germany.

In Germany earlier this year, both
the Hertie chain of small depart-
ment stores and the German arm of
Woolworth collapsed due to the
spending slump.

Metro’s Kaufhof is faring better
than Karstadt because it carefully up-
graded its stores and product mix in
recent years.
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In times like these, it’s good to be part of
a financial community that is built to last.

Founded in Germany in 1890, we have remained true to an idea that hasmade our company
so powerful: Building a financial community strong enough to weather all kinds of storms in
life and business. Today, more than 75million customers worldwide place their confidence
in this unique community. Trusted to deliver in life’s decisive moments, that’s what Allianz
is all about. For more information, visit www.allianz.com/answers

Allianz. Financial solutions from A-Z

Allianz is a registered trademark of Allianz SE, Germany. Allianz SE is the parent company of entities around
the world. The range of services in different markets may vary.
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Thorn in Segro-Brixton deal: debt
Balance-sheet risk
may outweigh reward
of a property tie-up

By William Boston

SPECIAL TO THE WSJ
As merger talks between U.K.

property groups Segro PLC and Brix-
ton PLC continue, few people doubt
the strategic imperative of a deal.

A merger would create the larg-
est industrial-property company in
the U.K., with properties that mix
well together. Brixton’s choice West
London properties near Heathrow
would strengthen Segro’s presence
in London, which is lacking much ex-
posure to the key Heathrow and
West London market.

But if Segro’s chief executive, Ian
Coull, succeeds in pulling off the
merger it could still turn into a Pyr-
rhic victory. If he isn’t careful, Brix-
ton’s looming debt maturities could
poison Segro’s balance sheet.

“We are still talking,” Mr. Coull
said in an interview. But he also
made it clear that he is sensitive to
balance-sheet concerns. “Our bal-
ance sheet is in a very strong posi-
tion. There will continue to be specu-

lation as to how we might finance it…
but we are not planning to put our
positions that we have right now in
any jeopardy.”

So far, the market has given Se-
gro, the U.K.’s largest operator of
business parks, the benefit of the
doubt. Since May 22, when the com-
pany announced it had made a pre-
liminary approach to acquire Brix-
ton, its shares have risen 4%. Brix-
ton’s stock is up 31% since its close
on May 21, a day before the an-
nouncement.

A combined group would be one
of the largest industrial companies
in Europe, with property assets of
£5.5 billion ($8.83 billion), net
rental income of £320 million, and a
loan-to-value ratio of 50% to 55%, ac-
cording to ratings firm Fitch.

Merger talks may still break
down. And Brixton says it is also talk-
ing to other potential suitors. But an-
alysts say Segro has the muscle to
pull off a deal, though it would need
to sell assets after the takeover to
avoid breaching Brixton’s leverage
covenant, which says net borrow-
ings may not exceed 175% of ad-
justed capital and reserves.

Segro has manageable debt matu-
rities and had a loan-to-value ratio
of just above 53% at the end of 2008.

It raised £501 million in a rights is-
sue in April, giving it sufficient cash
to weather further falls in valua-
tions of its portfolio, which was val-
ued at £4.8 billion as of Dec. 31.

The challenge is Brixton’s debt.
About £645 million of it will mature
by the end of 2010 and the company,
which has been hit hard by declining
property values, may have difficulty
repaying or refinancing it. In a
March earnings statement, the com-
pany said that if property values fell
an additional 10%—a likely occur-
rence, analysts say—it would be at
risk of breaching its debt covenants.

While other U.K. real-estate in-
vestment trusts, including Segro,
have raised cash throughshare offer-
ings, Brixton hasn’t yet done so. With
debt financing difficult, it would also
be difficult for Brixton to raise
enough cash through asset sales.

A report by Société Générale,
which advised Segro on its share is-
sue, says Segro would have to issue
new shares to raise about £300 mil-
lion to finance the deal and absorb
Brixton’s debt. It said it valued Brix-
ton at 66 pence a share, which trans-
lates into a share offer of five new Se-
gro shares for every two Brixton
shares held, a 3% discount from Brix-
ton’s closing share price on May 29.

Brixton has few options. Given
the uncertainties about its future,
analysts doubt it could launch a suc-
cessful share issue. The company is
trying to renegotiate its debt and
gain a covenant waiver from its
banks. To date the banks haven’t
agreed to waive covenants, a person
close to the company said.

Brixton is raising cash by selling
assets. In May, the company sold
four industrial properties from its
core West London portfolio for
£70.3 million to AEW Europe, includ-
ing Heathrow Gateway, which is
rented on a 16-year lease to Royal
Mail Group Ltd.

The company is also in talks to
dispose of its minority stake in the
Equiton property fund, which has as-
sets of about £225 million. But a per-
son close to the situation says: “It
would be helpful, but once you take
the debt out there is not much left.”

With few other options, a sale of
Brixton seems likely.

The rivalry between Segro and
Brixton goes back nearly a century.
Brixton was formed in 1924, taking
its name from its very first purchase
of an estate on Brixton Road. After
World War II, it acquired bombed-
out sites in London to build offices.
After a period of international ex-

pansion in the 1960s, Brixton re-
structured in the 1997, shedding non-
industrial properties and selling all
its non-U.K. assets.

Segro was founded in 1921 as
Slough Trading Co. Its first purchase
was an estate with a collection of
workshops and World War I vehi-
cles. It later established businesses
in Australia, Canada, the U.S. and Eu-
rope. Since 2005, Segro has been ex-
panding rapidly in Continental Eu-
rope and in 2006, it acquired distri-
bution-related developments inHun-
gary, Poland and the Czech Republic.

THE PROPERTY REPORT

Industrial strength
A Segro acquisition of Brixton 
would create £5.5 billion portfolio

Estimate of the combined group

n Net rental income: £320 million
n Loan to value: 50%-55%
n Total property assets: £5.5 billion
    Of which:  

Sources: Fitch Ratings; Société Générale;
the companies
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BUSINESS REAL ESTATE
GLOBAL OFFERINGS UNITED STATES AUCTIONS INVESTMENT PROPERTIES

§ INDIAN HOT SPRINGS 'OLD TIME'
RANCH - 6500 Acre TX Ranch w/ 8miles on Rio
Grande, several famous hot springs & good
hunting, $785 per acre.

§ MOUNTAIN TRACKS NEAR ROANOKE,
VA - 1700 Acre Mountain Ranch near Roanoke,
VA - Heavy timber with beautiful views. $1500
per acre.

HAWAII - O'AHU NORTH SHORE
§ MAUKA RANCHES II - Two ranches 35 acres on
North Shore Oahu, $1.9MM each.

§ 95 Acre Historical parcel w/ 3000' ft of North
Shore Beach. * Not on website, please e-mail or
call.

§ KAHUKU - 160Acresw/ 9 hole Lynx Golf Course
on North Shore Beach. $13MM

§ 25 Acres adjacent to Golf Course that receives
$25,000 net monthly for land lease to single
tenant. Property has 51 Plantation homes. 5MM
*Not on website, please e-mail or call.
§ MAUKA RANCHES I - 219 Acres large lot s/d on
North Shore. Tentative Approval for 34 lots.
$12MM

HAWAII - ISLAND OF HAWAII
§ 26 Industrial Acreswith $20,000 -a-month land
leases with escalations and override. Located on
Ocean cliff on Big Island. 6MM *Not on website
please e-mail or call.

§ PEPEEKEO POINT NORTH - Twenty 3 Acre
oceanfront parcels, eight 20 Acre Ocean View
parcels, and four large timber parcels on the Big
Island. Prices ranged from $400,000 to
$950,000 each.

CHILE
§ SAN PEDRO ISLAND - 16,000 Acre Island. New
lodge 5,000 sq ft , three cabanas 1200 sq ft, 33
KM new roads, 2 lakes, harbor w/ dock & boat.
Now constructing Gazebo on 1800' summit.
$750. Per acre.

§ 700 ACRE CATTLE RANCH - Looks like Switzer-
land. $950,000.00. *Not on website please
e-mail or call.

www.CPLANDCO.com
info@cplandco.com

850-278-1000

Major Land Liquidation -
Buy CheapWhile Cash

is Still "King"

REAL ESTATE INVESTMENT
OPPORTUNITIES IN U.S.A.

A U.S.-based real estate investment
firm with over 10-years experience
invites qualified investors for multifamily
and commercial property acquisitions.
Min Equity: $250,000. Period: 3-5 years.
Preferred Return on Equity: 6-9%.

For details
Call: (516) 746-2666 or (410) 988-2929
Email: info@HMJmanagement.com

BELIZE LAND FOR SALE
1 Mile on Caribbean
2,600 Acres - $2.5M
Owner will negotiate

Call CBRE - Ryan Howse
702.369.4880

Where Real Estate

Professionals

Conduct Business
To list your commercial real estate,

Call 44-20-7842-9600 or 49-69-971-4280
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Porsche’s cash flow has turned anemic in the global recession. Above, Panamera cars on a test track in Leipzig, Germany

By Sharon Terlep

And John D. Stoll

Edward Whitacre Jr., who turned
AT&T Corp. into the world’s largest
telecommunications company as
chief executive, will become chair-
man of General Motors Corp. when
the company leaves bankruptcy, the
auto maker said Tuesday.

The 67-year-old Mr. Whitacre
has never run a manufacturing com-
pany but is known as a straight-talk-
ing, no-nonsense executive with a
track record of cutting big deals and
working closely with the U.S. govern-
ment. Those skills could prove criti-
cal for GM as it orchestrates a mas-
sive restructuring under close scru-
tiny of the U.S. Treasury.

His appointment comes amid a
government-ordered overhaul of

GM’s board of directors.
Interim Chairman Kent Kresa,

charged with recruiting new board
members, said Mr. Whitacre
had been under consider-
ation since the end of
March, when the Obama ad-
ministration ousted Rick
Wagoner as GM’s chairman
and chief executive officer.

“This is a guy who was
very innovative, and who
took a company that had a
lot of advanced technology
and merged it with a com-
pany that didn’t have a lot,”
Mr. Kresa said, referring to
SBC Communications Inc.’s
acquisition of AT&T in 2005. The
merged company took AT&T’s
name.

At the time, SBC was pursuing

the landline phone business but Mr.
Whitacre saw growth elsewhere,
such as broadband Internet and cell-

phones. Mr. Kresa said the
Treasury was impressed
by what it saw as Mr. Whita-
cre’s forward-thinking
mentality and how it may
help GM as it races to undo
decades-old patterns that
some say led to its trou-
bles.

GM filed for bankruptcy
last week as part of a gov-
ernment-aided restructur-
ing that will result in
sweeping job cuts, benefit
reductions and factory and

dealership closings while leaving
the U.S. owning 60% of the company.

Mr. Whitacre was chairman and
CEO of AT&T and its predecessor

companies from 1990 to 2007, when
he retired with a $158 million pack-
age.

Mr. Whitacre, in a statement,
said he was “honored to be able to
serve GM at this critical juncture
and take part in its reinvention.”
Since his retirement, Mr. Whitacre—
who drives an old Chevrolet Subur-
ban—has taught business at a small
college in San Antonio called Texas
Lutheran University.

By picking Mr. Whitacre GM is
embarking on a structure that relies
on a chief executive—Frederick
“Fritz” Henderson—reporting to a
strongly independent chairman.
The last time the company had these
two positions in separate roles was
June of 2000 through 2003, when
Mr. Wagoner reported to Jack
Smith.

Former AT&T chief named GM’s chairman

U.S. auto-parts firms to seek more government aid

By Christoph Rauwald

And Eyk Henning

FRANKFURT—Porsche Automo-
bil Holding SE is nearing a deal for
an investment from the Qatar In-
vestment Authority, an infusion
that would shore up the auto mak-
er’s balance sheet and strengthen
its position in talks with Volks-
wagen AG over joining forces.

A Porsche spokesman said Tues-
day that the Stuttgart, Germany,
sports-car maker has entered exclu-

sive talks with
the Qatari state
investment fund.
He declined to
elaborate. The
talks are ex-
pected to wrap
up within a cou-
ple of weeks, a
person familiar
with the situa-
tion said.

A spokesman
for the invest-
ment authority

declined to comment.
Porsche said weeks ago it had

been in talks with other parties.
Porsche is under pressure be-

cause its net debt tripled to Œ9 bil-
lion ($12.5 billion) after the auto
maker in January raised its stake in
Volkswagen to almost 51%. Mean-
while, cash flow at Porsche’s core
sports-car operations has turned
anemic in the global recession.

Porsche was forced to abandon
its push for a 75% stake in Volks-
wagen, Europe’s largest auto maker
by sales, after credit markets turned
sour and the so-called VW Law,
which grants the German state of

Lower Saxony a blocking vote on im-
portant company decisions, wasn’t
rescinded as Porsche had antici-
pated.

The bigger stake would have
given Porsche full control of Volks-
wagen and access to the Wolfsburg,
Germany, company’s cash reserves.

The nature of the Qatari fund’s
potential investment in Porsche
couldn’t be determined, partly be-
cause the sport-car maker is ex-
pected to prepare a capital increase
of as much as Œ5 billion, details of
which are uncertain. But analysts
said they believed the fund could
take a direct stake in Porsche of
around 20%.

Qatar’s emir, Sheikh Hamad bin
Khalifa al-Thani, in March told Spie-

gel, the German weekly, that “we
will certainly invest in the German
automotive sector.” The emir said in-
vesting was just a question of find-
ing the right time and the right
price.

A deal with Qatar would mark a
sea change for the sports-car maker,
whose voting stock is 100% con-
trolled by the Porsche and Piech fam-
ilies. Analysts said the Qatari fund
could take over Porsche’s highly
complex stock options, which would
give it access to a holding in Volks-
wagen of roughly 24%.

The governor of Lower Saxony,
Christian Wulff, has repeatedly
voiced support for an Arab investor
becoming an anchor shareholder at
Volkswagen.

Porsche last week sought to bor-
row Œ1.75 billion from state-con-
trolled KfW Bank, as part of an ef-
fort to secure Œ12.5 billion in financ-
ing over the past several months.

The request for funding from a
government-backed bank brought
Porsche criticism because its chief
executive, Wendelin Wiedeking, in
recent years has slammed other
companies for seeking state aid.

In March, Porsche obtained Œ10
billion of financing after a late-night
conference call with banks. The auto
maker last month raised another
Œ750 million from Bank of Tokyo Mit-
subishi-UFJ, leaving Œ1.75 billion to
complete the targeted Œ12.5 billion
in financing.

Porsche nears deal with Qatar
State investment firm weighs infusion that would help pare sports-car maker’s debt

By Patricia Jiayi Ho

BEIJING—China’s policies to sup-
port its auto market drove sales up
34% in May, according to data issued
Tuesday by a semiofficial industry
group, as the country remained a
bright spot for the struggling global
car industry.

Auto sales last month totaled
1.12 million units, the China Associa-
tion of Automobile Manufacturers
said. In contrast, U.S. car sales fell
34% in May to 925,824 units.

“Based on the current momen-
tum, [China] sales this year will eas-
ily reach 10 million units,” said Glo-
bal Insight analyst John Zeng. “For
this year, there is no question about
growth.”

China’s auto sales in 2008 rose
6.7% to 9.38 million units. Sales in the
first five months of this year rose 14%
from a year earlier to 4.96 million
units, according to the CAAM data.

The latest data show Chinese con-
sumers are still responding to gov-
ernment measures implemented
early this year to boost small-car
sales, which included subsidies and
a cut in taxes on auto purchases.
Sales of minibuses, a segment that
significantly benefits from the poli-
cies, rose 84% in May from a year ear-
lier to 172,600 units.

Sales of other vehicles have also
been growing. Passenger-car sales
rose 42% from a year earlier to
591,300 units, while sales of sport-
utility vehicles rose 26% to 47,700
units, CAAM said.

Car sales in China are soaring
even as those in developed markets
are falling. New-car registrations in
Japan fell 19% in May to 178,503
units, while in Europe they dropped
12% to 1.25 million units in April.

Mr. Zeng said the lasting impact
of the measures has surprised some
in the industry.

Forecasts by analysts and indus-
try officials early this year called for
flat or low-single-digit growth for
2009, and some observers had ex-
pected the impact of the measures
to peter out by now.

To be sure, the strong sales so far
this year could mean that some buy-
ers are bringing forward the timing
of car purchases, which could cut
into sales numbers down the road.

However, as sales in the second
half of last year were weak, on-year
growth is still likely to be positive.

China’s auto market likely has
seen its peak for the year, Mr. Zeng
said, adding that June has already
shown signs of a slowdown. In
China, the summer months have tra-
ditionally been slow, he said.

Edward
Whitacre Jr.

Wendelin
Wiedeking

CORPORATE NEWS

Source: China Association of Automobile 
Manufacturers

Solid growth
Commercial and passenger vehicle 
sales in China, in millions of units
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China’s car sales
rose 34% in May,
aided by stimulus

By Josh Mitchell

WASHINGTON—U.S. auto-parts
suppliers plan to ask the administra-
tion of President Barack Obama for
as much as $10 billion in new aid as
the General Motors Corp. and
Chrysler LLC bankruptcies deepen
their troubles.

Supplier trade groups will meet
Wednesday with President Obama’s

auto task force to warn that hundreds
of companies could collapse without
the aid. They are mainly requesting
that the government guarantee be-
tween $8 billion and $10 billion in
loans so banks will lend to suppliers.

Stabilizing supply is critical to en-
suring the long-term viability of GM
and Chrysler, said Neil De Koker, presi-
dent and chief executive of the Origi-
nal Equipment Suppliers Association.

His group, along with the Motor
andEquipment Manufacturers Associ-
ation, has prepared a presentation ar-
guing that as many as 500 suppliers
could be forced to liquidate this year.
They cite several independent studies.

A Treasury Department spokes-
woman said administration officials
“willcontinue to work with the compa-
nies and monitor the auto supply base
going forward.” The Treasury earlier

this year put in place a $5 billion pro-
gram to guarantee GM and Chrysler
payments to suppliers, but supply
groups said the program falls short.

Visteon Corp. and Metaldyne
Corp. filed for bankruptcy protection
lastmonth. Lear Corp. and TRW Auto-
motive Holdings Corp. are trying to
reach new agreements with creditors.
 —Jeff Bennett in Detroit

contributed to this article.
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By Eric Bellman

MUMBAI—Bollywood, known
for movies full of fantastical extrava-
gance, is trying to adjust to a harsh
dose of financial reality.

The global economic downturn
has dried up funding, and movie
makers are dropping projects and
slashing budgets. About 30% fewer
of India’s song and dance films will
be made this year, bringing the total
down to around 700, said Rakesh
Jariwala, a Mumbai-based analyst
at Ernst & Young.

A sense of the industry is seen in
the more than $700 million from
abroad that was invested in Indian
film and broadcasting through merg-
ers and acquisitions last year, up
five-fold from the previous year, ac-
cording to Thomson Reuters.

That money has slowed to a
trickle. So far this year there has
been only $25 million in foreign in-
vestment through mergers and ac-
quisitions, Thomson Reuters says.

“Money is tight,” Mr. Jariwala
said. “People are really focusing on
cutting production costs.”

So far this year has seen the re-
lease of 22 Hindi films compared
with more than 100 Hindi films in
the same period last year.

Further damping revenues has

been a dispute between film makers
and cinema companies that stopped
the flow of new movies to multiplex
theaters for the past two months.
Production and distribution compa-
nies have refused to release new
films to multiplexes, demanding a
greater share of box-office revenues.

The deadlock was settled last
week, and new films will start flow-
ing to multiplexes on Friday.

Producer Rohan Sippy, whose
familyhasmademoviesforthreegen-
erations,saidhe doesn’texpectto get
the financing together to start film-
ing a new project until the end of the
year, a change from working nonstop
for the past two years. To keep bud-
gets down, he said he is negotiating
hard for lower rates from his actors,
choreographers and cameramen.

Mr. Sippy says he had never seen

so much money sloshing around
Mumbai over the past few years. “It
was crazy,” he says. “Input cost
went through the roof and actors
were asking for five times what they
were taking earlier.”

The standard $2 million budget
Mr. Sippy had spent on movies like
“Bluffmaster” and “Kuch Na Kaho,”
translated as “Don’t Say a Word,”
was pooh-poohed as unambitious.

In 2007, he raised $12 million
from Warner Bros. to make
“Chandni Chowk to China” the
world’s first Bollywood kung fu
movie, complete with song and
dance on a set of the Forbidden City.

The movie released to mixed re-
views in January just as the global
economic slumpset in, and made less
than $10 million at the box office, ac-
cording to film data company IBOS.

In recent years, international stu-
dios, hedge funds and Indian media
companies invested as India’s grow-
ing middle class watched more mov-
ies, bought more DVDs and paid for
more cable and satellite television
channels. Sony Pictures Entertain-
ment Inc., Walt Disney Co., Reliance
ADA Group and UTV Motion Pic-
tures were visible in the market.

The industry, once dominated by
mom-and-pop shops producing one
or two movies a year, began evolv-

ing toward larger, stronger players
releasing a steady stream of movies.

Film revenues climbed more
than 15% a year for the past four
years, according to KPMG data,
boosted by more than three billion
movie tickets sold a year, and from
the fast growth in distribution ave-
nues like satellite TV and DVDs.

But Ernst & Young’s Mr. Jariwala
predicts the $2 billion a year Indian
film industry could have its worst de-
cline in revenues in a decade. Box of-
fice sales in April were down 77%
from a year earlier, according to esti-
mates by IBOS.

“Everybodyisgoingtobleedalittle
bit,” said Siddharth Roy Kapur, CEO of
UTVMotionPictures,oneofIndia’sbig-
gestfilmproductioncompanies.“Any-
thing with a big star associated with it
willfindawaybutalotofsmallerfilms
are going to have trouble.”

Movie producer Govind Menon of
Split Image Pictures Pvt. Ltd. says
fewer companies are interested in fi-
nancing or buying his films. Late last
year an Indian investor he was work-
ing with backed out. For his $5 mil-
lion horror film called “Hisss,” he
had to find a new investor in the U.S.
to get the last $1 million he needed to
finish editing the movie.
 —Sonya Misquitta

contributed to this article.

Chill in global financing stalls India’s recent filmmaking boom
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Bahrain’s tourism industry has thrived on its freewheeling reputation.

Upon sober reflection, Bahrain
reconsiders the wages of sin

Producer Rohan Sippy, left, with director Nikhil Advani on the set of ‘Chandni Chowk
to China,’ says he doesn’t expect to get financing for a new project until year’s end.

ON OTHER FRONTS

Manama, Bahrain

E
V E R Y w e e k e n d ,
bumper-to-bumper traffic
blocks the causeway into
this small island nation as
visitors from nearby

Saudi Arabia flock to delights un-
available at home: movie theaters,
bars and, for some, commercial sex.

With few other attractions, Bahr-
ain’s booming tourism industry
thrives on the island’s reputation as
a freewheeling oasis just a short
drive from major Saudi cities. Bahr-
ain has little oil of its own; tourism,
mostly by the four million Saudis
who cross the causeway each year,
accounts for a tenth of its economy.

All of this is endangered, as Bahr-
aini legislators press to scrap the
country’s drinking laws—currently
the most liberal in the Persian Gulf—
andto impose near-total prohibition.

“I’m sorry to say, but Bahrain has
become the brothel of the Gulf, and
our people are very upset about it,”
says parliamentarian Adel Maaw-
dah, one of the promoters of the new
legislation. “It’s not only the drink-
ing that we oppose, but also what it
drags with it: prostitution, corrup-
tion, drugs and people-trafficking.”

The Parliament’s elected lower
chamber unanimously approved a
motion last month to prohibit alco-
hol in hotels, restaurants, duty-free
shops and aboard Gulf Air, the na-
tional airline. Lawmakers acted
amid outrage over a widely circu-
lated men’s Web-site article placing
Bahraini capital Manama in the
world’s “top 10 cities to pursue vice
and debauchery.” The prohibition
proposal must now go to the upper
chamber, appointed by King Hamad,
and to the government for endorse-
ment.

Not even Mr. Maawdah expects

that Bahrain will enact a complete
Saudi-style ban in the immediate fu-
ture. The government, however, is
likely to respond to parliamentary
pressure with fresh curbs. “Nobody
is talking about banning alcohol
completely,” says Sheik Mohammed
bin Essa al Khalifa, chief executive
of Bahrain’s Economic Development
Board and a prominent member of
the royal family. Still, “we all want
to put restrictions on sleaze, and
this will be for the good of Bahrain.”

Already, just before last month’s
Parliament vote, the government
forbade alcohol and live entertain-
ment in dozens of one-star and two-
star hotels popular with weekend-
ers from Saudi Arabia and Kuwait,
the two Gulf countries that outlaw
booze. It also clamped down on pros-
titution, which is illegal but widely
tolerated, rounding up and deport-
ing hundreds of women. In earlier re-
strictions, Bahrain has begun to en-
force legislation that prohibits alco-
hol consumption during the Muslim
holy month of Ramadan, and has
closed popular wine shops in resi-
dential areas.

“Step by step, they’re tightening
up,” a Western diplomat says. “In
the medium term, it may well come
to a complete prohibition.”

This drive contrasts with other
Gulf monarchies, such as Qatar and
Abu Dhabi, where harsh drinking
laws have been relaxed lately.
“When everyone else is opening up,
we’re going in the opposite direc-
tion,” complains Ebrahim Sharif Al-
sayed, leader of Bahrain’s secularist
Waad movement. Bahrain’s ruling
family, he adds, “is allowing the Is-
lamists to gradually Islamize the so-
ciety.”

Bahrain’s alcohol debate is part
of a clash between religious and sec-

ular values throughout the Middle
East. But it also has blurred the coun-
try’s sectarian divide, offering a
rare point of agreement to Sunni
and Shiite Islamists who have been
at loggerheads for decades. While
Bahrain’s royal family is Sunni, two-
thirds of the native population is
made up of Shiites whose leaders
complain of systematic discrimina-
tion.

Like Mr. Maawdah, the initiators
of the alcohol ban are all Sunni Islam-
ists aligned with the regime. “The
Sunnis don’t have any other politi-
cal issues, so this is their priority,”
says Khalil Marzooq, deputy leader
of the Shiite Al Wefaq bloc in Parlia-
ment. “But when they bring up some-
thing that’s compliant with our reli-
gion, you can’t expect us to oppose
it. We don’t want Saudi drunkards,
and we don’t need their money.”

That’s a viewpoint shared by
Bahraini government officials. They
point out that, regardless of alcohol,
Bahrain offers wholesome family en-
tertainment options that are out-
lawed in rigorously Islamic Saudi
Arabia: multiplex theaters, a water
park, and shopping and dining spots
that aren’t segregated by sex.

“We’d like to move away from
the bachelor tourism to family tour-
ism, where there is a higher spend
per person,” says Sheik Mohammed,
the Economic Development Board
CEO.

Not everyone is convinced this
strategy will work. Unlike Dubai, the
region’s main tourism magnet, Bahr-
ain has no beaches to speak of. Its
plans for an ocean aquarium and in-
door ski slope are years away from
materializing, slowed by the global
credit crunch. The country’s histori-
cal sites are largely limited to a cou-
ple of medieval forts, ancient burial

mounds and the Gulf’s first oil well.
“Do you think the tourists come

here to Bahrain to see my face?
There are tourist places in Saudi Ara-
bia that are one hundred times bet-
ter than in Bahrain,” exclaimed
Ahmed Sanad, president of the Bahr-
aini Society of Hotel and Restaurant
Owners. “They only come here to
drink, and to have happy time with a
Chinese or Thai girl.”

Mr. Sanad’s one-star hotel,
Zubarah, is among those already hit
with the alcohol ban, imposed on
one-star and two-star establish-
ments in April. Sitting in his office
on the top floor, Mr. Sanad fished
out brown envelopes with recent
days’ earnings—averaging about 90
dinars ($238) a day for his 33-room
building. Before going dry, he said,
Zubarah raked in about 1,500 dinars
a day and was packed with Saudis.

The bar on the ground floor was
locked on a recent night. The adjoin-
ing coffee shop was filled with doz-
ens of bored prostitutes sipping soft
drinks, with nary a customer in
sight. This was in stark contrast to
three-star hotels on Manama’s cen-
tral Government Road that are still
allowed to sell booze, and where
crowds of Saudi males dressed in tra-
ditional Bedouin attire ogled exotic
dancers while cradling ice-cold
beers.

One of these Saudi visitors, Sal-
man Homairi, says he comes to Bahr-
ain almost every weekend from his

home city of Dammam—and that he
will stay away if alcohol becomes un-
available. “You need a drink to be
able to enjoy other things,” he
beamed. Another Saudi, Mahmoud
Shammari, a 35-year-old father of
two, chimed in to say that he could
live with a booze ban as long as he
still had access to “girls” in Bahrain,
and then proceeded to list the prices
for various nationalities of prosti-
tutes prowling the lobby.

Mr. Sanad says he has no choice
but to shut down in coming weeks.
Instead, the hotelier is opening else-
where in Manama a three-star hotel
at the cost of 2.5 million dinars, hop-
ing to obtain an alcohol license for
the new establishment—and to lure
back his usual Saudi clientele.

Some other investors, however,
are already sufficiently spooked by
Bahrain’s campaign against drink-
ing to shelve any further spending.
Paolo Arca, the Italian co-owner and
manager of the Oliveto restaurant in
Manama, says he is putting on hold
a project to pour about 500,000 di-
nars into a second restaurant until
there is more clarity on the is-
sue.“Who’s going to come here if
they can’t drink anymore? Finan-
cially, the entire economy would col-
lapse,” Mr. Arca said, as Oliveto cus-
tomers raised glasses of prosecco
over a pork-heavy lunch. Should pro-
hibition be imposed, he added, “I’ll
close down and go back home the
next day—and so would many oth-
ers.”
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OYSTER PERPETUAL YACHT-MASTER II

IN 18 CT WHITE GOLD

rolex.acrownforeveryachievement.

beyond dispute.

Grand Slam number 14.

A milestone achievement.

Won on clay and determination.

What’s next for the sport of tennis

will be decided by him.

Congratulations, Roger, on your historic

2009 French Open victory.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.10 $24.21 –0.19 –0.78%
Alcoa AA 34.00 11.15 0.38 3.53%
AmExpress AXP 24.60 26.93 1.28 4.99%
BankAm BAC 187.90 12.06 0.00 0.00%
Boeing BA 7.60 52.35 –0.48 –0.91%
Caterpillar CAT 10.20 38.24 –0.33 –0.86%
Chevron CVX 9.40 70.19 0.61 0.88%
Citigroup C 192.30 3.41 –0.01 –0.29%
CocaCola KO 8.30 49.09 –0.29 –0.59%
Disney DIS 8.10 25.33 0.00 0.00%
DuPont DD 7.70 26.93 0.72 2.75%
ExxonMobil XOM 20.60 73.12 –0.05 –0.07%
GenElec GE 50.60 13.57 0.01 0.07%
GenMotor GMGMQ 0.00 1.21 0.00 0.00%
HewlettPk HPQ 14.80 36.84 –0.57 –1.52%
HomeDpt HD 12.50 24.35 0.02 0.06%
Intel INTC 59.50 16.42 0.50 3.14%
IBM IBM 8.20 108.14 0.65 0.60%
JPMorgChas JPM 53.10 35.26 –0.13 –0.37%
JohnsJohns JNJ 10.60 55.70 0.07 0.13%
KftFoods KFT 8.50 26.21 –0.38 –1.43%
McDonalds MCD 7.50 59.08 0.36 0.61%
Merck MRK 10.90 25.72 –0.21 –0.81%
Microsoft MSFT 45.60 22.08 0.03 0.14%
Pfizer PFE 40.20 14.13 –0.18 –1.26%
ProctGamb PG 11.00 52.41 –0.73 –1.37%
3M MMM 4.10 60.34 –0.35 –0.58%
UnitedTech UTX 5.60 55.52 –0.97 –1.72%
Verizon VZ 11.70 29.42 0.14 0.48%
WalMart WMT 13.80 50.61 –0.20 –0.39%

Dow Jones Industrial Average P/E: 13
LAST: 8763.06 t 1.43, or 0.02%

YEAR TO DATE: t 13.33, or 0.2%

OVER 52 WEEKS t 3,526.70, or 28.7%

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

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

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

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

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

Contl 770 –23 –53 –47 Metro 226 8 9 9

Rallye 1317 –11 –62 –65 ArcelorMittal Fin 524 8 –31 –36

Xstrata  402 –7 –48 –54 Rep Irlnd 215 8 14 47

Rentokil Initial 1927  198 –6 –18 –58 ITV  607 9 –65 –99

Eircom 215 –5 –6 –7 ThyssenKrupp 445 9 –6 91

Tate & Lyle 135 –5 –12 –12 UPM Kymmene  353 10 3 53

Legal & Gen Gp 421 –4 –52 –82 Havas 372 11 –8 –3

Tomkins plc 182 –3 –34 –85 Pernod Ricard 343 18 15 7

Norske Skogindustrier  1003 –3 9 12 TUI  1486 18 –40 –4

Svenska Cellulosa AB  107 –3 –14 –13 Alcatel Lucent 795 30 36 28

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

Nokia Finland Telecoms Equipment $60.0 11.28 3.68% –32.7% –26.6%

Barclays U.K. Banks 39.5 2.90 2.20 –7.4 –49.9

ArcelorMittal Luxembourg Iron & Steel 48.8 24.04 2.10 –62.7 ...

Banco Santander Spain Banks 88.4 7.74 1.71 –33.4 –21.2

Intesa Sanpaolo Italy Banks 40.4 2.44 1.46 –37.6 –44.3

Soc. Generale France Banks $34.0 41.86 –2.04% –29.5 –57.0

British Amer Tob U.K. Tobacco 54.5 16.55 –1.90 –11.1 23.2

Koninklijke Phlps Netherlands Consumer Electronics 18.3 13.41 –1.83 –43.3 –39.2

Allianz SE Germany Full Line Insurance 43.0 67.90 –1.74 –40.2 –38.9

Daimler Germany Automobiles 35.7 26.42 –1.44 –41.0 –28.9

...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

AXA S.A. 42.9 14.67 1.42% –30.1% –38.5%
France (Full Line Insurance)
ING Groep 22.8 7.84 1.29 –65.5 –72.1
Netherlands (Life Insurance)
ABB 37.7 17.58 1.21 –43.4 37.6
Switzerland (Industrial Machinery)
BNP Paribas S.A. 70.0 47.85 1.14 –21.3 –28.9
France (Banks)
Vodafone Grp 108.3 1.14 1.11 –26.5 –0.5
U.K. (Mobile Telecoms)
Credit Suisse Grp 54.2 49.60 1.06 1.4 –20.7
Switzerland (Banks)
Iberdrola S.A. 42.0 6.01 1.01 –31.6 –4.2
Spain (Conventional Electricity)
Rio Tinto 48.2 29.52 0.92 –48.5 15.9
U.K. (General Mining)
BP 178.2 5.30 0.86 –9.1 –10.8
U.K. (Integrated Oil & Gas)
France Telecom 59.1 16.15 0.84 –10.5 –4.6
France (Fixed Line Telecoms)
Banco Bilbao Viz 44.6 8.50 0.83 –35.4 –42.1
Spain (Banks)
Telefonica S.A. 100.9 15.31 0.72 –11.9 19.6
Spain (Fixed Line Telecoms)
L.M. Ericsson Tel B 27.1 70.30 0.72 –3.7 –34.3
Sweden (Telecoms Equipment)
E.ON 69.0 24.64 0.61 –45.0 –10.8
Germany (Multiutilities)
ENI 98.9 17.64 0.46 –29.7 –22.9
Italy (Integrated Oil & Gas)
Assicurazioni Gen 30.9 15.65 0.45 –38.1 –35.1
Italy (Full Line Insurance)
Bayer 43.7 40.87 0.34 –25.4 33.7
Germany (Specialty Chemicals)
Total S.A. 137.2 41.30 0.27 –23.5 –12.1
France (Integrated Oil & Gas)
UBS 40.3 14.88 0.27 –39.3 –72.9
Switzerland (Banks)
SAP 52.2 30.43 0.20 –11.6 –22.2
Germany (Software)

Deutsche Telekom 48.7 7.97 0.19% –22.2% –37.3%
Germany (Mobile Telecoms)
Anglo Amer 38.7 17.72 0.11 –46.2 –6.6
U.K. (General Mining)
GlaxoSmithKline 96.2 10.35 0.10 –2.7 –30.0
U.K. (Pharmaceuticals)
Nestle S.A. 138.7 39.24 0.10 –23.4 9.3
Switzerland (Food Products)
BHP Billiton 54.3 14.95 ... –18.1 64.3
U.K. (General Mining)
UniCredit 44.0 1.99 ... –42.4 –58.1
Italy (Banks)
Royal Dutch Shll 96.4 19.40 –0.05 –26.9 –21.4
U.K. (Integrated Oil & Gas)
Unilever 42.1 17.54 –0.14 –13.2 6.1
Netherlands (Food Products)
Sanofi-Aventis S.A. 85.1 46.22 –0.15 6.9 –34.5
France (Pharmaceuticals)
BG Grp 66.4 11.40 –0.18 –9.0 73.5
U.K. (Integrated Oil & Gas)
Novartis 106.0 43.42 –0.18 –18.4 –32.9
Switzerland (Pharmaceuticals)
Tesco 46.1 3.61 –0.28 –8.0 9.3
U.K. (Food Retailers & Wholesalers)
Diageo 37.7 8.40 –0.30 –14.6 –5.7
U.K. (Distillers & Vintners)
Roche Hldg Part. Cert. 92.0 141.90 –0.35 –20.2 –25.0
Switzerland (Pharmaceuticals)
BASF 39.6 30.79 –0.36 –34.5 4.4
Germany (Commodity Chemicals)
Siemens 68.0 53.13 –0.60 –25.9 –13.8
Germany (Diversified Industrials)
GDF Suez 82.7 26.93 –1.03 –38.0 6.9
France (Multiutilities)
HSBC Hldgs 145.0 5.18 –1.10 –29.0 –35.6
U.K. (Banks)
Astrazeneca 59.2 25.03 –1.18 18.5 –14.9
U.K. (Pharmaceuticals)
Deutsche Bk 37.2 46.55 –1.38 –24.9 –43.1
Germany (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.33% 0.95% 1.8% 3.8% -5.9%
Event Driven 0.35% 1.32% 3.0% 4.8% -26.1%
Equity Market Neutral -0.03% -0.12% -2.3% -3.5% -11.8%
Equity Long/Short 0.50% 0.69% -1.1% 0.1% -20.3%

*Estimates as of 06/08/09, 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 1.08 103.56% 0.02% 1.87 1.02 1.43

Eur. High Volatility: 11/1 2.26 106.54 0.04 3.89 2.03 2.85

Europe Crossover: 11/1 6.88 110.54 0.10 9.71 6.60 8.21

Asia ex-Japan IG: 11/1 1.62 108.44 0.04 3.84 1.58 2.65

Japan: 11/1 1.52 116.60 0.05 4.33 1.50 2.72

 Note: Data as of June 8

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

In percentage points
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BLUE CHIPS & BONDS

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

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

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

Source: Dealogic
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Glaxo CEO cautious on economy

Members of Nigeria's Ogoni community and their supporters rallied in New York
May 27. Nine anti-oil activists were executed by a Nigerian military regime in 1995.

By Andrew Harrison

MELBOURNE, Australia—CSL
Ltd. abandoned its proposed US$3.1
billion acquisition of Talecris Bio-
therapeutics Holdings Corp. after
the plan was blocked by U.S. regula-
tors.

The Melbourne-based producer
of human plasma products said it in-
stead will buy back up to 1.59 billion
Australian dollars (US$1.25 billion)
of its shares in the next year, repre-
senting 9% of its outstanding stock.

CSL and Talecris late Monday
agreed to end the plan for CSL to buy
the Talecris, based in Research Tri-
angle Park, N.C., because of opposi-
tion from the Federal Trade Commis-
sion on antitrust concerns.

Talecris is the third-largest pro-
ducer of plasma medicines in the
U.S., behind CSL and market leader
Baxter International Inc.

Investors said the deal’s collapse
notwithstanding, CSL still has a
wide range of products, including
vaccines against influenza and cervi-
cal cancer, alongside its plasma busi-
ness and can continue to grow.

CSL plans to buy back about 54.9
million shares at A$29 apiece. CSL
shares ended 5.5% higher at
A$30.49 Tuesday on the Australian
stock exchange.

CSL Managing Director Brian Mc-
Namee said the company raised
funds for the transaction last year
and since the company is no longer
buying Talecris it is appropriate to
return the funds to investors.

The blood-products company
raised A$1.75 billion last October,
selling new shares at A$36.75 each,
to help fund the Talecris transac-
tion. “The buyback will improve in-
vestment return ratios, such as earn-
ings per share and return on equity,”
Mr. McNamee said.

CSL will pay Talecris owners—
private-equity firms Cerberus Part-
ners and Tribeca Investment Part-
ners—a US$75 million breakup fee.
The plasma-supply contract the
companies made in connection with
the merger pact stays in effect.

CSL will take a A$80 million
charge this fiscal year for costs re-
lated to the proposed transaction.

CSL reached a deal last August to
buy Talecris, which would have
boosted its share of the US$15 bil-
lion annual global market for
plasma therapeutics. CSL was told
last month that the FTC may pursue
legal action to block the deal on com-
petition concerns.

Talecris Chairman Lawrence
Stern said the two companies “mutu-
ally agreed that litigation regarding
the antitrust issue was not the path
forward.”

 — David Rogers in Sydney
contributed to this article.

By Se Young Lee

SINGAPORE—GlaxoSmithKline
PLC Chief Executive Andrew Witty
said he isn’t convinced there have
been any real improvements in the
world’s economy, and that condi-
tions will remain weak for some time.

“Overall, I’m still cautious about
the future of the economy,” Mr.
Witty said here, after the opening of
a GlaxoSmithKline vaccine plant.

He said the current economic en-
vironment remains similar to that of
the second half of 2008. “We’re
working on the basis that this could
be a relatively anemic economic
background for a while,” he said.

Mr. Witty added, however, that
the global slump hasn’t significantly

affected GlaxoSmithKline’s opera-
tions, but he didn’t provide a specific
sales or earnings forecast for the year.

The Singapore plant, in
which the pharmaceutical
company has invested 600
million Singapore dollars
(US$412 million) so far, will
initially employ about 200
people. The plant is Glaxo-
SmithKline’s first primary
vaccine-manufacturing fa-
cility in Asia.

Mr. Witty also said he ex-
pects the company’s vaccine
for the A/H1N1 flu virus to be
available starting in Septem-
ber, adding that GlaxoSmithKline
has received orders for about 150 mil-
lion doses of the vaccine from govern-

ments world-wide. “It’s going to be a
significant-scale operation for GSK,
and it’s going to be a very important

part of our operations for
the rest of the year,” he said

Separately, the
U.K.-based drug maker said
it entered a venture with
Shenzhen Neptunus Inter-
long Bio-Technique Co. to
make influenza vaccines for
China.

Glaxo will take an initial
40% stake in the joint ven-
ture for a contribution of
cash and assets equivalent
to £21 million (US$34 mil-

lion).Shenzhen Neptunus will have
the remaining 60% stake in the ven-
ture at a cost of £31 million.

Roche diabetes drug in late-stage test

By Isabel Ordonez

And Russell Gold

Royal Dutch Shell PLC agreed
Monday to pay $15.5 million to set-
tle a lawsuit over the 1995 deaths of
Nigerian author and activist Ken
Saro-Wiwa and others.

The Anglo-Dutch oil giant faced a
lawsuit in federal court in Manhat-
tan under the Alien Tort Claims Act,
on allegations that it was complicit
in the 1995 deaths of Mr. Saro-Wiwa
and other activists. The lawsuit was
brought by family members and sur-
viving activists.

Shell has denied it played any
role in the execution of Mr. Saro-
Wiwa by the military government.
In a statement, Malcolm Brinded,
head of the company’s exploration
and production unit, said: “Shell has
always maintained the allegations
were false. While we were prepared
to go to court to clear our name, we
believe the right way forward is to
focus on the future for Ogoni people,
which is important for peace and sta-
bility in the region.”

A massive oil spill in Ogoniland
in 1970 inspired Mr. Saro-Wiwa,
founder of the Movement for the
Survival of the Ogoni People to
launch two decades later a cam-
paign against Shell’s Nigerian on-
shore unit. The campaign led to the
abandoning of oil production in
Ogoniland in 1993.

The Ogonis’ plight was the focus
of global criticism of the oil industry
when Mr. Saro-Wiwa and eight
other activists were executed by a
Nigerian military regime in 1995.

Plaintiffs said $5 million of the
settlement amount would go into a
trust fund for the Ogoni people and
the balance for lawyers fees and to
the 10 plaintiffs who brought the
case.

“It has been a good case to help
set the foundation for allowing hu-
man rights plaintiffs to get some de-
gree of accountability from corpora-
tions,” said Paul Hoffman, the trial
counsel for the plaintiffs.

Mr. Hoffman said the plaintiffs
decided to settle because “after 13
years, they believed this was a satis-
factory result.”

“The settlement prevented an-

other four or five years of waiting
[for appeals]. This is a fair way to re-
solve their claims and move on with
their lives,” he said.

The Ogonis’ plight was the focus
of global criticism of the oil industry
when Mr. Saro-Wiwa and eight
other activists were executed by a
Nigerian military regime in 1995.

The Alien Tort Claims Act is a le-
gal statute that dates back to 1789,
when Congress enacted the law to
ensure the newborn nation would
abide by international laws. It al-
lows foreigners—or aliens—to
bring suit in U.S. courts charging vio-
lations of international laws.

The law sat largely unused until
recent years, when lawyers began to
use it as a tool to seek justice in U.S.
courts for people who claim to be
mistreated overseas.

Shell settles Nigeria suit
Oil company denies
complicity in deaths
of activists in 1995

Andrew Witty

By Spencer Swartz

LONDON—U.K.-based Heritage
Oil Ltd. on Tuesday said it will buy
closely held Genel Enerji AS, of Tur-
key, in an all-stock deal for about
$2.5 billion, signaling the potential
start of acquisition activity in Iraq’s
oil-rich northern region.

The two small oil-exploration
companies are betting that combin-
ing their operations will beef up
their capacity to more quickly de-
velop their assets in autonomous
northern Iraq. The region, home to
about 20% of Iraq’s proven oil re-
serves, has been a magnet for invest-
ment in recent years, and many of
these mostly small companies are
now discovering big volumes of
easy-to-tap crude reserves.

Genel, a unit of Turkish conglom-
erate Cukurova Group, whose as-
sets span from energy to media, has
stakes in a few oil blocks in Kurdis-
tan. Heritage announced in May
that its Miran oil field in the region
could contain as much as 4.2 billion
barrels of reserves, a substantial
amount if further well tests can cer-
tify that number.

Heritage Chief Financial Officer
Paul Atherton played down the risk
that Iraq’s central government
would take measures to block the ac-
quisition. Genel’s northern-Iraq oil
assets were signed under contract
with the autonomous Kurdish gov-
ernment in 2002.

Baghdad has called all of the
Kurds’ 25 production-sharing deals
with foreign companies illegal. The
Kurds say the deals are permitted
under Iraq’s constitution, which Mr.
Atherton echoed.

Analysts also brushed aside con-
cerns about tense Kurdish-Baghdad
relations derailing the deal. They
generally applauded the acquisition
and said it will help Heritage consoli-
date its position in Kurdistan, a re-
gion a bit bigger than the Nether-
lands, and generate attractive cash
flow to expand funding of Heritage’s
operations in Uganda.

The U.K. company will pay Genel
by issuing 260 million ordinary
shares, valuing the deal at about
$2.5 billion based on the current
value of Heritage shares. The final
value will be set once the new shares
are issued. The acquisition, ex-
pected to close by the end of the sum-
mer if shareholders approve the
deal, will result in Genel owners
holding 50% of Heritage’s enlarged
ordinary share capital.

The combined company would
have a market value of about $5.5 bil-
lion based on current valuations, Mr.
Atherton said. Genel was valued at
about $3.3 billion to $3.6 billion, he
said. The new Anglo-Turkish com-
pany will be called HeritaGE Oil PLC
and is expected to be listed on the
FTSE 100 Index of leading U.K. shares.

Mr. Atherton said he expects the
combined company to produce
$400 million in cash flow next year
and about $600 million in 2011, un-
derlining cost savings expected
from the deal and accelerated oil pro-
duction in northern Iraq.

CORPORATE NEWS

Source: Thomson Reuters Datastream

CSL
Tuesday’s close: A$30.49, up 5.5%
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CSL drops deal
for Talecris,
plans buyback

Baghdad has called
the Kurds’ output-
sharing deals with
foreign firms illegal.

Heritage Oil buys
Turkish company,
with eye on Iraq

By Anita Greil

ZURICH —Roche Holding AG
said Tuesday it is moving a new po-
tential blockbuster diabetes drug
into late-stage testing, paving the
way for a possible launch in 2014.

The drug belongs to a class of
medicines called PPAR agonists that
has proved a big disappointment for
many pharmaceutical companies.

GlaxoSmithKline PLC’s Avandia
suffered a sharp drop in sales after it
was tied to a possible increase in the
risk of heart problems. AstraZeneca
PLC terminated development of a
similar drug called Galida in 2006,
and Bristol-Myers Squibb Co.
halted development of Pargluva in

2005, also citing safety concerns.
Roche is hoping to avoid such

problems by developing the drug as
something that can help diabetes pa-
tients who already face a high risk of
heart attack or stroke. It estimates
that of the three million people who
suffer a heart attack in the U.S. and
the three biggest European coun-
tries each year, 500,000 are diabe-
tes patients.

Roche’s experimental medicine,
called aleglitazar, was shown to be
as good as or better at lowering
blood sugar and certain blood fats in
patients with type 2 diabetes as the
market leader Actos, made by
Takeda Pharmaceutical Co. of Ja-
pan. There were no major unwanted

side effects observed in the study.
Should the drug win regulatory

approval, which isn’t likely to hap-
pen before 2015, the drug has the po-
tential to eventually generate an-
nual sales of $1 billion or more,
Roche says.

“The reason why so many drugs
of this class have failed is that you al-
ready have very good diabetes drugs
out there, which is creating high hur-
dles for new entrants,” said Luke
Miels, Roche’s head of strategic mar-
keting for metabolic diseases.

First results from the late-stage
study are likely to be available in
2013, which would allow for filing
the drug for regulatory approval in
2014, Mr. Miels said.
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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.

2.67% 12 World -a % % 188.47 0.74%–32.6% 4.72% 11 U.S. Select Dividend -b % % 523.66 –0.34% –29.8%

2.17% 14 Global Dow 1129.00 –0.14% –28.3% 1665.02 0.06% –35.7% 4.71% 15 Infrastructure 1228.70 0.19% –25.1% 1626.65 0.39% –32.8%

3.37% 26 Stoxx 600 210.30 0.48% –31.4% 219.95 1.54% –38.0% 1.84% 6 Luxury 706.70 –0.10% –23.6% 831.91 0.10% –31.5%

3.53% 17 Stoxx Large 200 225.40 0.44% –31.4% 234.49 1.50% –38.0% 5.53% 5 BRIC 50 367.00 0.53% –21.6% 485.85 0.73% –29.7%

2.54% -17 Stoxx Mid 200 194.00 0.71% –31.2% 201.77 1.77% –37.8% 4.20% 13 Africa 50 730.30 0.08% –29.8% 643.62 0.28% –37.0%

2.74% -28 Stoxx Small 200 121.70 0.47% –30.2% 126.55 1.53% –36.9% 3.73% 7 GCC % % 1433.10 0.24% –52.0%

3.35% 19 Euro Stoxx 229.50 0.38% –33.5% 240.05 1.44% –39.9% 3.32% 12 Sustainability 701.10 0.12% –27.1% 827.51 0.99% –34.2%

3.51% 14 Euro Stoxx Large 200 244.30 0.40% –33.5% 253.94 1.46% –39.9% 2.60% 12 Islamic Market -a % % 1653.71 0.95% –29.5%

2.58% -12 Euro Stoxx Mid 200 216.10 0.41% –33.8% 224.57 1.46% –40.1% 2.99% 11 Islamic Market 100 1496.90 –0.30% –18.9% 1790.75 0.57% –26.8%

2.82% 16 Euro Stoxx Small 200 132.20 0.05% –32.2% 137.27 1.10% –38.6% 2.99% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1183.40 0.52% –41.1% 1418.32 1.58% –46.7% 2.22% 12 DJ U.S. TSM % % 9653.05 0.22% –30.4%

5.19% 9 Euro Stoxx Select Div 30 1378.70 0.52% –45.2% 1658.79 1.58% –50.4% % DJ-UBS Commodity 125.60 0.49% –35.7% 127.74 1.55% –41.8%

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

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

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

Australia 1.2544 2.0393 1.1571 0.1620 0.0402 0.1971 0.0129 0.3177 1.7552 0.2357 1.1347 ...

 Canada 1.1055 1.7971 1.0197 0.1428 0.0355 0.1737 0.0113 0.2799 1.5468 0.2077 ... 0.8813

 Denmark 5.3212 8.6506 4.9084 0.6873 0.1707 0.8361 0.0546 1.3475 7.4456 ... 4.8136 4.2420

 Euro 0.7147 1.1618 0.6592 0.0923 0.0229 0.1123 0.0073 0.1810 ... 0.1343 0.6465 0.5697

 Israel 3.9490 6.4198 3.6426 0.5101 0.1267 0.6205 0.0405 ... 5.5256 0.7421 3.5723 3.1481

 Japan 97.4800 158.4732 89.9179 12.5911 3.1275 15.3162 ... 24.6850 136.3989 18.3193 88.1813 77.7111

 Norway 6.3645 10.3468 5.8708 0.8221 0.2042 ... 0.0653 1.6117 8.9055 1.1961 5.7574 5.0738

 Russia 31.1689 50.6713 28.7509 4.0259 ... 4.8973 0.3197 7.8930 43.6131 5.8575 28.1957 24.8478

 Sweden 7.7420 12.5862 7.1414 ... 0.2484 1.2164 0.0794 1.9605 10.8330 1.4549 7.0035 6.1719

 Switzerland 1.0841 1.7624 ... 0.1400 0.0348 0.1703 0.0111 0.2745 1.5169 0.2037 0.9807 0.8642

 U.K. 0.6151 ... 0.5674 0.0795 0.0197 0.0966 0.0063 0.1558 0.8607 0.1156 0.5564 0.4904

 U.S. ... 1.6257 0.9224 0.1292 0.0321 0.1571 0.0103 0.2532 1.3993 0.1879 0.9046 0.7972

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 466.25 8.25 1.80% 707.00 302.00
Soybeans (cents/bu.) CBOT 1072.50 20.75 1.97 1,557.50 670.00
Wheat (cents/bu.) CBOT 613.75 15.75 2.63 1,144.75 447.00
Live cattle (cents/lb.) CME 81.725 1.100 1.36 117.500 78.075
Cocoa ($/ton) ICE-US 2,788 74 2.73 3,237 1,950
Coffee (cents/lb.) ICE-US 133.25 1.15 0.87 183.30 109.00
Sugar (cents/lb.) ICE-US 16.60 0.09 0.55 16.91 11.05
Cotton (cents/lb.) ICE-US 59.52 –0.72 –1.20% 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,465.00 5 0.20 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,780 16 0.91 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,544 7 0.46 2,314 1,434

Copper (cents/lb.) COMEX 236.55 11.25 4.99 372.00 129.95
Gold ($/troy oz.) COMEX 954.70 2.20 0.23 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1514.00 18.50 1.24 2,170.00 690.00
Aluminum ($/ton) LME 1,629.00 28.00 1.75 3,340.00 1,288.00
Tin ($/ton) LME 15,075.00 550.00 3.79 23,700.00 9,750.00
Copper ($/ton) LME 5,064.00 109.00 2.20 8,811.00 2,815.00
Lead ($/ton) LME 1,690.00 50.00 3.05 2,225.00 870.00
Zinc ($/ton) LME 1,590.00 46.50 3.01 2,034.50 1,065.00
Nickel ($/ton) LME 14,700 330 2.30 24,530 9,000

Crude oil ($/bbl.) NYMEX 70.01 1.92 2.82 147.40 42.19
Heating oil ($/gal.) NYMEX 1.8076 0.0397 2.25 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.9667 0.0307 1.59 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.731 unch. unch. 11.981 3.395
Brent crude ($/bbl.) ICE-EU 70.30 1.63 2.37 129.00 43.41
Gas oil ($/ton) ICE-EU 569.00 9.00 1.61 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 9, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.10% 15 ALL COUNTRY (AC) WORLD* 247.82 –0.86% 8.8% –36.1%

3.10% 15 World (Developed Markets) 975.18 –0.72% 6.0% –36.1%

2.80% 16 World ex-EMU 114.79 –0.42% 6.7% –34.4%

2.90% 16 World ex-UK 974.56 –0.70% 5.5% –35.5%

3.80% 13 EAFE 1,304.66 –1.29% 5.4% –39.2%

3.00% 13 Emerging Markets (EM) 772.25 –1.87% 36.2% –36.2%

4.30% 11 EUROPE 73.07 –0.69% 5.2% –35.1%

4.50% 11 EMU 145.25 –2.38% 2.2% –44.3%

4.10% 12 Europe ex-UK 79.71 –1.07% 2.7% –35.6%

5.10% 10 Europe Value 82.05 –0.92% 5.8% –36.8%

3.60% 12 Europe Growth 63.24 –0.45% 4.6% –33.4%

3.50% 12 Europe Small Cap 127.47 –0.77% 26.3% –34.6%

2.70% 7 EM Europe 219.83 –2.75% 38.4% –51.1%

4.90% 8 UK 1,308.34 –0.77% –0.5% –27.1%

3.10% 11 Nordic Countries 112.57 –0.83% 14.8% –40.3%

1.80% 6 Russia 625.84 –2.55% 51.8% –60.1%

3.90% 10 South Africa 614.33 –0.95% 6.1% –20.5%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 324.19 –2.10% 31.1% –32.5%

1.80% 28 Japan 574.70 1.14% 8.4% –35.6%

2.50% 14 China 54.78 –1.42% 34.3% –22.9%

1.20% 18 India 576.31 –3.02% 56.1% –13.8%

1.40% 15 Korea 378.39 –0.08% 23.3% –26.4%

5.10% 35 Taiwan 241.37 –2.12% 39.2% –27.4%

2.30% 22 US BROAD MARKET 1,034.98 –0.24% 5.4% –32.6%

1.70% -51 US Small Cap 1,366.63 –0.98% 9.6% –31.2%

3.40% 13 EM LATIN AMERICA 3,048.34 –0.70% 46.7% –40.8%

*Twenty-three developed and 26 emerging markets Source: MSCI Barra

Currencies London close on June 9
Per In

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

Argentina peso-a 5.2594 0.1901 3.7588 0.2660

Brazil real 2.7265 0.3668 1.9486 0.5132

Canada dollar 1.5468 0.6465 1.1055 0.9046
1-mo. forward 1.5465 0.6466 1.1053 0.9048

3-mos. forward 1.5460 0.6468 1.1049 0.9051
6-mos. forward 1.5447 0.6474 1.1040 0.9058

Chile peso 792.75 0.001261 566.55 0.001765
Colombia peso 2890.85 0.0003459 2066.00 0.0004840

Ecuador US dollar-f 1.3993 0.7147 1 1
Mexico peso-a 18.8752 0.0530 13.4895 0.0741

Peru sol 4.1740 0.2396 2.9830 0.3352
Uruguay peso-e 32.533 0.0307 23.250 0.0430

U.S. dollar 1.3993 0.7147 1 1
Venezuela bolivar 3.00 0.332822 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7552 0.5697 1.2544 0.7972
China yuan 9.5644 0.1046 6.8354 0.1463

Hong Kong dollar 10.8459 0.0922 7.7512 0.1290
India rupee 66.2685 0.0151 47.3600 0.0211

Indonesia rupiah 14076 0.0000710 10060 0.0000994
Japan yen 136.40 0.007331 97.48 0.010259

1-mo. forward 136.35 0.007334 97.45 0.010262
3-mos. forward 136.27 0.007338 97.39 0.010268

6-mos. forward 136.07 0.007349 97.24 0.010283
Malaysia ringgit-c 4.9345 0.2027 3.5265 0.2836

New Zealand dollar 2.2440 0.4456 1.6037 0.6236
Pakistan rupee 113.479 0.0088 81.100 0.0123

Philippines peso 66.506 0.0150 47.530 0.0210
Singapore dollar 2.0382 0.4906 1.4567 0.6865

South Korea won 1764.80 0.0005666 1261.25 0.0007929
Taiwan dollar 45.867 0.02180 32.780 0.03051
Thailand baht 47.805 0.02092 34.165 0.02927

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

Euro zone euro 1 1 0.7147 1.3993

1-mo. forward 1.0003 0.9997 0.7149 1.3988

3-mos. forward 1.0010 0.9990 0.7154 1.3979

6-mos. forward 1.0017 0.9983 0.7159 1.3969

Czech Rep. koruna-b 26.731 0.0374 19.104 0.0523

Denmark krone 7.4456 0.1343 5.3212 0.1879

Hungary forint 281.43 0.003553 201.13 0.004972

Norway krone 8.9055 0.1123 6.3645 0.1571

Poland zloty 4.4867 0.2229 3.2065 0.3119

Russia ruble-d 43.613 0.02293 31.169 0.03208

Sweden krona 10.8330 0.0923 7.7420 0.1292

Switzerland franc 1.5169 0.6592 1.0841 0.9224

1-mo. forward 1.5165 0.6594 1.0838 0.9227

3-mos. forward 1.5153 0.6599 1.0829 0.9234

6-mos. forward 1.5131 0.6609 1.0814 0.9248

Turkey lira 2.1723 0.4603 1.5525 0.6441

U.K. pound 0.8607 1.1618 0.6151 1.6257

1-mo. forward 0.8608 1.1618 0.6152 1.6256

3-mos. forward 0.8609 1.1615 0.6153 1.6253

6-mos. forward 0.8612 1.1612 0.6154 1.6249

MIDDLE EAST/AFRICA
Bahrain dinar 0.5275 1.8956 0.3770 2.6524

Egypt pound-a 7.8442 0.1275 5.6060 0.1784

Israel shekel 5.5256 0.1810 3.9490 0.2532

Jordan dinar 0.9912 1.0088 0.7084 1.4116

Kuwait dinar 0.4030 2.4811 0.2880 3.4717

Lebanon pound 2109.37 0.0004741 1507.50 0.0006634

Saudi Arabia riyal 5.2475 0.1906 3.7503 0.2666

South Africa rand 11.3329 0.0882 8.0993 0.1235

United Arab dirham 5.1387 0.1946 3.6725 0.2723

SDR -f 0.9125 1.0959 0.6521 1.5334

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 600 210.29 1.00 0.48% 6.8% –31.4%

 14 DJ Stoxx 50 2145.11 9.52 0.45 3.9% –29.1%

 19 Euro Zone DJ Euro Stoxx 229.51 0.88 0.38 3.0% –33.5%

 16 DJ Euro Stoxx 50 2479.38 11.01 0.45 1.1% –30.6%

 8 Austria ATX 2133.13 15.61 0.74 21.8% –48.8%

 12 Belgium Bel-20 2056.61 10.44 0.51 7.8% –43.1%

 8 Czech Republic PX 960.6 20.1 2.14 11.9% –39.7%

 15 Denmark OMX Copenhagen 273.76 4.19 1.55 21.0% –33.7%

 12 Finland OMX Helsinki 5833.93 96.63 1.68 8.0% –36.5%

 12 France CAC-40 3296.73 7.07 0.21 2.4% –30.8%

 19 Germany DAX 4997.86 –6.86 –0.14% 3.9% –26.2%

 … Hungary BUX 16062.60 473.02 3.03 31.2% –25.5%

 8 Ireland ISEQ 2895.96 29.19 1.02 23.6% –48.7%

 9 Italy FTSE MIB 20070.63 181.03 0.91 3.1% –36.0%

 9 Netherlands AEX 263.03 0.64 0.24 6.9% –43.3%

 9 Norway All-Shares 348.72 4.75 1.38 29.1% –37.4%

 17 Poland WIG 31321.06 486.00 1.58 15.0% –28.5%

 14 Portugal PSI 20 7141.85 104.33 1.48 12.6% –30.0%

 … Russia RTSI 1105.30 8.62 0.79% 74.9% –52.8%

 8 Spain IBEX 35 9497.7 101.5 1.08 3.3% –25.5%

 15 Sweden OMX Stockholm 240.30 –0.26 –0.11% 17.7% –21.8%

 10 Switzerland SMI 5388.67 –3.05 –0.06 –2.6% –26.0%

 … Turkey ISE National 100 33806.65 151.06 0.45 25.8% –12.5%

 11 U.K. FTSE 100 4404.79 –0.43 –0.01 –0.7% –24.4%

 20 ASIA-PACIFIC DJ Asia-Pacific 104.49 –0.34 –0.32 11.6% –29.5%

 … Australia SPX/ASX 200 3934.9 –36.3 –0.91 5.7% –27.6%

 … China CBN 600 23844.34 117.14 0.49 61.5% –6.2%

 16 Hong Kong Hang Seng 18058.49 –194.90 –1.07 25.5% –22.7%

 17 India Sensex 15127.00 461.08 3.14 56.8% 1.6%

 … Japan Nikkei Stock Average 9786.82 –78.81 –0.80 10.5% –30.2%

 … Singapore Straits Times 2349.87 16.17 0.69 33.4% –22.5%

 11 South Korea Kospi 1371.84 –21.46 –1.54 22.0% –22.7%

 15 AMERICAS DJ Americas 247.94 1.84 0.75 9.6% –30.8%

 … Brazil Bovespa 53389.28 –241.11 –0.45 42.2% –20.9%

 17 Mexico IPC 25067.69 134.81 0.54 12.0% –18.6%

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

GLOBAL MARKETS LINEUP

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

T H E WA L L ST R E ET JO U R NA L . WEDNESDAY, JUNE 10, 2009 27



Royal Caribbean Cruises Ltd.

Royal Caribbean Cruises Ltd.
expects suspended port calls in
Mexico amid the outbreak of the
H1N1 flu virus to reduce 2009 earn-
ings by about 22 cents a share. The
virus “had a short but highly dis-
ruptive impact to our operations,”
said Chairman and Chief Executive
Richard Fain on Tuesday. He
added, “Fortunately, our vessels
are quickly returning to their origi-
nal itineraries.” Royal Carribean
in April had projected reduced
2009 earnings of $1.35 a share,
higher than analysts’ views at the
time. The Miami-based company
said Tuesday the launch of its Pull-
mantur Pacific Dream cruise ship
was postponed as a result of the
outbreak. Royal Caribbean has
four cruise ships that regularly

stop at Mexican ports, while two
additional ships scheduled to
make coming Mexican port calls
have been repositioned.

Valeo SA

Shareholders in French car-
equipment maker Valeo SA Tuesday
rejected the termination payment
for former Chief Executive Thierry
Morin, who stepped down in March.
After being released by the board
over a difference of opinion on com-
pany strategy, Mr. Morin received a
Œ3.2 million ($4.5 million) sever-
ance package. It was then discov-
ered that Mr. Morin had bugged Va-
leo’s boardroom. In an interview
with newspaper Le Figaro,
Mr. Morin said he had decided to
record the meetings to avoid dis-
putes later. The revelation of the re-
cordings’ existence prompted a
move by Valeo’s board to rescind the
termination payout. The company
has filed a lawsuit, and French legal
authorities are investigating the
matter. Mr. Morin couldn’t be
reached for comment.

—Compiled from staff
and wire service reports.

TomTom NV

Navigation-products maker Tom-
Tom NV said Tuesday it will team up
with Apple Inc. to provide the
iPhone with navigation equipment,
sending TomTom’s shares up 17%.
Netherlands-based TomTom said
the navigation software can be
downloaded from Apple’s online re-
tail outlet, the iTunes App Store.
TomTom also will deliver a custom-
ized car kit that charges the iPhone.
A TomTom spokesman said that de-
tails about pricing and availability
will be announced in the summer,
when the products are launched.
TomTom’s applications can be used
for the iPhone 3G, but the spokes-
man couldn’t say whether they are

compatible with the latest iPhone
version, the 3G S, which Apple intro-
duced Monday. Shares in TomTom
closed at Œ5.98 ($8.32) in Amster-
dam, up 89 European cents.

Barclays PLC

Barclays Capital, the investment-
banking arm of Barclays PLC, said
it has hired Jim Chapman to head
its power and utilities investment-
banking operation for Asia exclud-
ing Japan, along with a five-mem-
ber team, all from Bank of America
Merrill Lynch. The team is a new
one for Barclays and is part of Bar-
clays Capital’s effort, begun early
last year, to build up its investment-
banking arm. Mr. Chapman, who be-
gan at Barclays on Tuesday, was
head of power banking for the re-
gion at Bank of America Merrill
Lynch. Mr. Chapman and the five
other bankers joined Merrill Lynch
nine months ago from Lehman
Brothers after that bank’s collapse
and the subsequent takeover of its
Asian and European investment-
banking operations by Japan’s No-

mura Holdings Inc. Merrill Lynch
became part of Bank of America
Corp. early this year.

British Airways PLC

British Airways PLC has warned
the U.K. government that there is a
potential for 2,000 layoffs among the
airline’s cabin crew. A spokeswoman
for British Airways said Tuesday the
airline had informed the U.K. govern-
ment’s Department for Business En-
terprise & Regulatory Reform the
number could be less, depending on
how many of the 14,000 cabin crew
take up other options offered to
them. Those options include unpaid
leave, as well as working part-time
on a temporary or permanent basis.
The airline already has cut 2,500 jobs
since last summer. It now employs
about 40,000 people. British Airways
is attempting to permanently restruc-
ture working practices, improve pro-
ductivity and reduce its cost base.

GLOBAL BUSINESS BRIEFS

Lloyds Banking Group PLC

Lloyds Banking Group PLC said it
will cut as many as 1,660 jobs in a
shake-up of its lending businesses.
Lloyds, one of two big British banks
being propped up by the govern-
ment, said it would close its 164 Chel-
tenham & Gloucester branches in No-
vember. The bank’s personal-loans
team will be moved to one site in Lon-
don by the end of next year. It is also
cutting jobs elsewhere in the per-
sonal-loans business. Additional jobs
will go as the Bank of Scotland and In-
telligent Finance units cease writing
new mortgages. The company took
on a load of bad assets when Lloyds
TSB acquired Halifax Bank of Scot-
land, or HBOS, in a government-
backed deal. That deal made Lloyds
the U.K.’s biggest retail bank, but it
also forced it to seek support from
the government, which now holds a
43.4% stake. Lloyds had announced
nearly 3,000 job cuts. At the start of
the year, it had 140,000 employees.

Thai Airways International

Thai Airways International Ltd. is
reviewing its order for six Airbus
A380s as the slump in global travel un-
dermines the profitability of flying
the superjumbo jet. The airline, which
lost 21.4 billion baht ($623.8 million)
last year, had slated the aircraft for de-
livery next year and in 2011. It planned
to use them for direct flights from
Bangkok to London, Sydney and To-
kyo, and possibly Frankfurt and Paris.
Airlines operating A380s, manufac-
tured by European Aeronautic De-
fence & Space Co., have found it diffi-
cult to achieve the yields they ex-
pected, Thai Airways Chairman Wal-
lop Bhukkanasut said. Thai Airways
also has been hit by a slump in Thai
tourism. The review of the fleet plan
is expected to wind up this month. A
decision to cancel the order would
needapproval from the Finance Minis-
try, which owns 51%of Thai Airways.

Fiat SpA

Auto maker says purchase
of Chrysler stake could unravel

Fiat SpA and Chrysler LLC said in
U.S. Supreme Court filings Tuesday
that their government-brokered
deal could still unravel if it can’t
close by a June 15 deadline. “If the
sale transaction is not completed
soon, there can be no assurance that
a replacement transaction could be
structured and agreed that would
preserve any aspect of Chrysler as a
going concern,” Fiat said in its brief.
Chrysler, in its own filing, said “every
day past June 15 increases the risk
that Chrysler’s business will not be
able to restart successfully.” The
high court on Monday issued a tem-
porary order extending a stay im-
posed on the transaction. The order
was issued by Justice Ruth Bader
Ginsburg and could be superseded
by new Supreme Court action at any
time. Earlier Tuesday, a Fiat spokse-
man said the company wouldn’t
abandon its pursuit of Chrysler if the
process goes beyond June 15.
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MP-TURKEY.SI OT OT SVN 06/08 EUR 24.17 23.8 –34.7 –27.5

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

Eastern European Bond Fund OT OT LVA 06/06 USD 11.79 35.2 –16.9 –6.3
Parex Caspian Sea Eq EU EQ LVA 06/06 EUR 3.09 47.1 –65.5 –44.1
Parex Eastern Europ Bd EU BD LVA 06/06 USD 11.79 35.2 –16.9 –6.3
Parex Russian Eq EE EQ LVA 06/06 USD 15.51 79.1 –51.9 –20.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 06/09 USD 137.20 23.7 –35.2 –16.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 06/09 USD 131.19 23.3 –35.7 –16.7
PF (LUX)-Biotech-Pca OT EQ LUX 06/08 USD 260.56 –8.6 –22.0 –7.6
PF (LUX)-CHF Liq-Pca CH MM LUX 06/08 CHF 124.14 0.1 0.8 1.4
PF (LUX)-CHF Liq-Pdi CH MM LUX 06/08 CHF 93.70 0.1 0.8 1.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 06/08 USD 94.84 16.6 –22.7 –12.0
PF (LUX)-East Eu-Pca EU EQ LUX 06/08 EUR 221.92 66.2 –49.4 –28.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/09 USD 125.04 34.2 –40.3 –17.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/09 USD 403.32 32.6 –40.9 –17.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 06/08 EUR 83.08 8.7 –30.1 –23.8
PF (LUX)-EUR Bds-Pca EU BD LUX 06/08 EUR 366.73 –1.8 3.2 1.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 06/08 EUR 279.08 –1.8 3.2 1.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/08 EUR 133.09 6.6 2.7 0.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/08 EUR 93.56 6.6 2.7 0.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/08 EUR 116.26 28.9 –16.9 –12.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/08 EUR 67.40 28.9 –16.9 –12.7
PF (LUX)-EUR Liq-Pca EU MM LUX 06/08 EUR 135.59 0.7 2.7 3.0
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/08 EUR 97.72 0.7 2.7 3.0
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/08 EUR 102.27 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/08 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/08 EUR 338.41 10.6 –33.8 –27.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/08 EUR 109.40 8.2 –30.5 –26.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/08 USD 216.25 14.2 6.1 6.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/08 USD 147.11 14.2 6.1 6.0
PF (LUX)-Gr China-Pca AS EQ LUX 06/09 USD 281.73 32.4 –26.1 –6.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/09 USD 294.84 53.9 –14.9 –7.5
PF (LUX)-Jap Index-Pca JP EQ LUX 06/09 JPY 8835.76 8.5 –34.5 –27.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/09 JPY 7608.01 4.2 –40.1 –32.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/09 JPY 7405.68 3.9 –40.5 –32.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/09 JPY 4228.71 7.7 –36.2 –28.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/09 USD 201.53 27.3 –33.5 –15.1
PF (LUX)-Piclife-Pca CH BA LUX 06/08 CHF 720.60 4.5 –9.1 –9.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/08 EUR 51.03 15.6 –23.0 –22.7
PF (LUX)-Rus Eq-Pca OT OT LUX 06/08 USD 44.06 92.9 –57.5 NS
PF (LUX)-Security-Pca GL EQ LUX 06/08 USD 82.18 15.0 –17.6 –14.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/08 EUR 373.83 14.6 –34.5 –27.4
PF (LUX)-US Eq-Ica US EQ LUX 06/08 USD 86.28 5.7 –30.3 –17.8
PF (LUX)-USA Index-Pca US EQ LUX 06/08 USD 75.90 4.7 –29.8 –19.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 06/08 USD 494.32 –6.8 3.3 6.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/08 USD 362.72 –6.8 3.3 6.0
PF (LUX)-USD Liq-Pca US MM LUX 06/08 USD 130.79 0.5 1.6 2.6
PF (LUX)-USD Liq-Pdi US MM LUX 06/08 USD 85.40 0.5 1.6 2.6
PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/08 USD 101.52 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/08 USD 100.81 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 06/08 EUR 109.08 5.9 –23.5 –17.7
PF (LUX)-WldGovBds-Pca GL BD LUX 06/08 USD 155.02 –6.0 0.7 7.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/08 USD 128.31 –6.0 0.7 7.9
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/08 USD 46.88 12.9 –53.1 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 06/08 USD 10.57 34.8 –21.4 –14.9
Japan Fund USD JP EQ IRL 06/09 USD 14.95 1.8 –12.0 –10.0
Polar Healthcare Class I USD OT OT IRL 06/08 USD 10.64 NS NS NS
Polar Healthcare Class R USD OT OT IRL 06/08 USD 10.66 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 04/30 USD 127.42 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 04/30 USD 8.01 18.7 –47.7 –21.6
Europn Conviction USD B EU EQ CYM 04/30 USD 127.33 0.8 7.5 8.8

Europn Forager USD B OT OT CYM 04/30 USD 185.40 3.6 –11.9 –4.6

Latin America USD A GL EQ CYM 04/30 USD 14.21 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 04/30 USD 175.62 5.9 4.0 4.2

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 06/03 USD 94.46 63.7 –23.0 –7.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/08 EUR 586.54 4.1 –31.9 NS

Core Eurozone Eq B EU EQ IRL 06/08 EUR 686.04 4.3 –30.5 NS

Euro Fixed Income A EU BD IRL 06/08 EUR 1135.45 0.3 –6.6 –4.9

Euro Fixed Income B EU BD IRL 06/08 EUR 1208.10 0.6 –6.0 –4.3

Euro Small Cap A EU EQ IRL 06/08 EUR 982.12 15.8 –37.0 –32.4

Euro Small Cap B EU EQ IRL 06/08 EUR 1048.48 16.1 –36.6 –32.0

Eurozone Agg Eq A EU EQ IRL 06/08 EUR 540.63 8.8 –32.9 –27.4

Eurozone Agg Eq B EU EQ IRL 06/08 EUR 774.34 9.1 –32.5 –27.0

Glbl Bd (EuroHdg) A GL BD IRL 06/08 EUR 1235.48 3.2 –3.4 –1.4

Glbl Bd (EuroHdg) B GL BD IRL 06/08 EUR 1306.96 3.5 –2.7 –0.8

Glbl Bd A EU BD IRL 06/08 EUR 1010.81 3.1 5.2 –1.2

Glbl Bd B EU BD IRL 06/08 EUR 1072.44 3.4 5.8 –0.6

Glbl Real Estate A OT EQ IRL 06/08 USD 692.05 3.8 –44.6 –30.3

Glbl Real Estate B OT EQ IRL 06/08 USD 711.05 4.1 –44.2 –29.9

Glbl Real Estate EH-A OT EQ IRL 06/08 EUR 642.20 2.4 –42.8 –31.3

Glbl Real Estate SH-B OT EQ IRL 06/08 GBP 60.14 1.4 –43.3 –30.9

Glbl Strategic Yield A EU BD IRL 06/08 EUR 1335.82 18.2 –11.2 –5.9

Glbl Strategic Yield B EU BD IRL 06/08 EUR 1424.68 18.5 –10.6 –5.3

Japan Equity A JP EQ IRL 06/08 JPY 11804.00 14.2 –33.6 –26.9

Japan Equity B JP EQ IRL 06/08 JPY 12539.00 14.5 –33.2 –26.5

PacBasn (Ex-Jap) Eq A AS EQ IRL 06/08 USD 1737.70 35.1 –28.0 –13.8

PacBasn (Ex-Jap) Eq B AS EQ IRL 06/08 USD 1848.22 35.5 –27.5 –13.3

Pan European Eq A EU EQ IRL 06/08 EUR 782.75 8.9 –32.8 –26.7

Pan European Eq B EU EQ IRL 06/08 EUR 831.60 9.2 –32.5 –26.3

US Equity A US EQ IRL 06/08 USD 732.42 9.5 –32.1 –19.7

US Equity B US EQ IRL 06/08 USD 781.59 9.8 –31.7 –19.2

US Small Cap A US EQ IRL 06/08 USD 1084.51 7.8 –33.3 –22.3

US Small Cap B US EQ IRL 06/08 USD 1157.97 8.1 –32.9 –21.9

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/09 SEK 66.32 9.9 –35.4 –29.3

Choice Japan Fd JP EQ LUX 06/09 JPY 48.66 9.3 –33.8 –28.7

Choice Jpn Chance/Risk JP EQ LUX 06/09 JPY 49.23 11.3 –41.1 –29.9

Choice NthAmChance/Risk US EQ LUX 06/09 USD 3.32 16.8 –37.8 –19.7

Europe 2 Fd EU EQ LUX 06/09 EUR 0.77 11.0 –38.1 –29.8

Europe 3 Fd EU EQ LUX 06/09 EUR 3.35 10.7 –37.9 –29.9

Global Chance/Risk Fd GL EQ LUX 06/09 EUR 0.51 8.7 –29.7 –23.9

Global Fd GL EQ LUX 06/09 USD 1.78 5.9 –37.5 –23.0

Intl Mixed Fd -C- NO BA LUX 06/09 USD 23.62 1.6 –28.1 –15.0

Intl Mixed Fd -D- NO BA LUX 06/09 USD 16.43 1.6 –28.1 –15.0

Wireless Fd OT EQ LUX 06/09 EUR 0.12 27.0 –25.8 –19.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 06/09 USD 5.92 32.1 –25.3 –13.0

Currency Alpha EUR -IC- OT OT LUX 06/09 EUR 10.60 –2.9 1.2 2.0

Currency Alpha EUR -RC- OT OT LUX 06/09 EUR 10.52 –3.1 0.8 1.5

Currency Alpha SEK -ID- OT OT LUX 06/09 SEK 98.65 –6.6 –2.8 NS

Currency Alpha SEK -RC- OT OT LUX 06/09 SEK 113.89 –3.1 0.8 1.5

Generation Fd 80 OT OT LUX 06/09 SEK 7.07 11.3 –20.0 NS

Nordic Focus EUR NO EQ LUX 06/09 EUR 62.05 23.5 –33.6 NS

Nordic Focus NOK NO EQ LUX 06/09 NOK 68.76 23.5 –33.6 NS

Nordic Focus SEK NO EQ LUX 06/09 SEK 71.52 23.5 –33.6 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/09 USD 1.52 9.7 –32.0 –21.0

Ethical Global Fd GL EQ LUX 06/09 USD 0.66 11.8 –32.9 –22.0

Ethical Sweden Fd NO EQ LUX 06/09 SEK 33.24 19.3 –19.3 –17.3

Europe Fd EU EQ LUX 06/09 USD 1.75 7.3 –29.8 –25.1

Index Linked Bd Fd SEK OT BD LUX 06/09 SEK 12.51 –1.8 1.3 3.6

Medical Fd OT EQ LUX 06/09 USD 2.68 –6.8 –23.0 –15.2

Short Medium Bd Fd SEK NO MM LUX 06/09 SEK 8.78 0.9 2.3 2.8

Technology Fd OT EQ LUX 06/09 USD 2.04 28.5 –26.3 –11.9

World Fd NO BA LUX 06/09 USD 1.76 7.8 –32.7 –17.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/09 EUR 1.27 0.1 0.6 1.5

Short Bond Fd SEK NO MM LUX 06/09 SEK 21.86 1.4 2.5 2.9

Short Bond Fd USD US MM LUX 06/09 USD 2.49 –0.2 0.7 2.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/08 SEK 9.87 –1.9 –3.2 –0.9

Alpha Bond Fd SEK -B- NO BD LUX 06/08 SEK 8.54 –1.9 –3.2 –0.9

Alpha Bond Fd SEK -C- NO BD LUX 06/09 SEK 24.73 –2.0 –3.4 –1.0

Alpha Bond Fd SEK -D- NO BD LUX 06/09 SEK 7.70 –2.0 –3.4 –1.0

Alpha Short Bd SEK -A- NO MM LUX 06/08 SEK 11.02 2.0 3.1 3.3

Alpha Short Bd SEK -B- NO MM LUX 06/08 SEK 10.08 2.0 3.1 3.3

Alpha Short Bd SEK -C- NO MM LUX 06/09 SEK 21.56 1.9 3.0 3.2

Alpha Short Bd SEK -D- NO MM LUX 06/09 SEK 8.16 1.9 3.0 3.2

Bond Fd SEK -C- NO BD LUX 06/09 SEK 41.39 –0.5 9.0 5.6

Bond Fd SEK -D- NO BD LUX 06/09 SEK 12.02 –0.4 9.1 5.0

Corp. Bond Fd EUR -C- EU BD LUX 06/09 EUR 1.13 3.8 –4.0 –1.9

Corp. Bond Fd EUR -D- EU BD LUX 06/09 EUR 0.87 4.2 –3.6 –1.9

Corp. Bond Fd SEK -C- NO BD LUX 06/09 SEK 11.13 3.5 –8.2 –3.5

Corp. Bond Fd SEK -D- NO BD LUX 06/09 SEK 8.41 3.5 –8.2 –3.4

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/09 EUR 99.97 –3.5 3.0 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/09 EUR 104.35 1.0 7.6 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 06/09 SEK 1129.24 1.0 7.6 NS

Flexible Bond Fd -C- NO BD LUX 06/09 SEK 21.18 1.5 6.0 4.3

Flexible Bond Fd -D- NO BD LUX 06/09 SEK 11.58 1.5 6.0 4.3

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 06/09 SEK 77.96 –2.8 –26.2 –15.6

SEB Asset Sele Defensive Inc OT OT LUX 06/09 SEK 71.25 –2.8 –26.2 –16.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/09 USD 2.10 35.6 –32.8 –9.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/09 SEK 25.59 57.1 –7.0 –12.8

Europe Chance/Risk Fd EU EQ LUX 06/09 EUR 856.50 11.7 –41.7 –31.8

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 05/28 USD 971.23 3.3 NS NS

UAE Blue Chip Fund Acc OT OT ARE 06/04 AED 5.94 29.5 –51.9 –18.6

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 06/05 EUR 27.16 –4.2 –7.6 –1.3

Bonds Eur Corp A OT OT LUX 06/05 EUR 21.51 3.7 –0.4 –1.3

Bonds Eur Hi Yld A OT OT LUX 06/05 EUR 16.98 27.7 –15.8 –13.3

Bonds EURO A OT OT LUX 06/08 EUR 39.30 –0.5 6.9 4.3

Bonds Europe A OT OT LUX 06/05 EUR 37.53 –0.9 6.8 3.1

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

Bonds US OppsCoreplus A OT OT LUX 06/08 USD 33.50 6.2 5.4 6.3

Bonds World A OT OT LUX 06/05 USD 39.09 –1.9 1.3 7.0

Eq. China A OT OT LUX 06/08 USD 19.91 33.2 –21.7 –7.1
Eq. ConcentratedEuropeA OT OT LUX 06/08 EUR 22.98 11.6 –32.7 –26.9
Eq. Eastern Europe A OT OT LUX 06/08 EUR 17.71 34.0 –54.1 –32.2
Eq. Equities Global Energy OT OT LUX 06/08 USD 16.22 13.7 –44.1 –13.9
Eq. Euroland A OT OT LUX 06/08 EUR 9.28 1.3 –34.3 –28.1
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 06/08 EUR 15.41 12.2 –31.0 –20.8
Eq. EurolandFinancialA OT OT LUX 06/05 EUR 9.73 15.5 –37.2 –33.0
Eq. Glbl Emg Cty A OT OT LUX 06/08 USD 8.17 36.6 –36.1 –13.1
Eq. Global A OT OT LUX 06/08 USD 22.59 7.4 –35.1 –24.0
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 06/08 USD 25.94 24.0 –13.5 2.2
Eq. Japan Sm Cap A OT OT LUX 06/08 JPY 996.52 10.0 –30.9 –31.4
Eq. Japan Target A OT OT LUX 06/09 JPY 1740.50 11.2 –12.7 –15.7
Eq. Pacific A OT OT LUX 06/08 USD 8.06 26.3 –31.4 –14.8
Eq. US ConcenCore A OT OT LUX 06/08 USD 19.29 18.7 –22.1 –13.1
Eq. US Lg Cap Gr A OT OT LUX 06/05 USD 13.14 21.9 –37.6 –18.7
Eq. US Mid Cap A OT OT LUX 06/08 USD 24.22 20.8 –35.9 –14.7
Eq. US Multi Strg A OT OT LUX 06/08 USD 17.86 11.8 –36.7 –22.7
Eq. US Rel Val A OT OT LUX 06/08 USD 16.89 8.7 –36.9 –27.6
Eq. US Sm Cap Val A OT OT LUX 06/08 USD 13.39 3.5 –42.8 –31.6
Eq. US Value Opp A OT OT LUX 06/08 USD 13.90 7.2 –40.0 –30.9
Money Market EURO A OT OT LUX 06/08 EUR 27.32 0.7 3.2 3.7
Money Market USD A OT OT LUX 06/08 USD 15.81 0.4 1.8 3.0

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 06/09 JPY 8953.00 4.1 –38.0 –34.6
YMR-N Japan Fund OT OT IRL 06/09 JPY 10173.00 7.8 –35.2 –30.6
YMR-N Low Price Fund OT OT IRL 06/09 JPY 13685.00 5.4 –33.6 –30.0
YMR-N Small Cap Fund OT OT IRL 06/09 JPY 6491.00 1.1 –36.7 –35.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/09 JPY 6384.00 8.1 –37.3 –31.1
Yuki 77 Growth JP EQ IRL 06/09 JPY 6026.00 1.9 –41.1 –35.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/09 JPY 6693.00 7.3 –35.9 –32.5
Yuki Chugoku Jpn Gro OT OT IRL 06/09 JPY 4717.00 –7.7 –44.7 –35.8
Yuki Chugoku JpnLowP JP EQ IRL 06/09 JPY 8426.00 2.9 –29.2 –27.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/09 JPY 7050.00 4.2 –39.6 –33.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/09 JPY 4644.00 2.1 –42.8 –33.1
Yuki Hokuyo Jpn Inc JP EQ IRL 06/09 JPY 5294.00 0.3 –35.9 –29.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/09 JPY 4776.00 1.5 –35.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/09 JPY 4414.00 3.9 –45.3 –35.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/09 JPY 4577.00 1.9 –46.5 –37.6
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/09 JPY 6559.00 7.5 –41.2 –32.8
Yuki Mizuho Jpn Gen OT OT IRL 06/09 JPY 8648.00 7.8 –35.6 –32.1
Yuki Mizuho Jpn Gro OT OT IRL 06/09 JPY 6489.00 3.8 –36.0 –33.7
Yuki Mizuho Jpn Inc OT OT IRL 06/09 JPY 7835.00 –1.5 –36.7 –30.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/09 JPY 5176.00 3.9 –37.4 –31.3
Yuki Mizuho Jpn LowP OT OT IRL 06/09 JPY 12199.00 7.6 –25.5 –26.2
Yuki Mizuho Jpn PGth OT OT IRL 06/09 JPY 7928.00 3.8 –41.0 –34.9
Yuki Mizuho Jpn SmCp OT OT IRL 06/09 JPY 6488.00 5.8 –36.8 –34.7
Yuki Mizuho Jpn Val Sel OT OT IRL 06/09 JPY 5724.00 10.2 –33.1 –28.2
Yuki Mizuho Jpn YoungCo OT OT IRL 06/09 JPY 2573.00 7.8 –44.0 –43.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/09 JPY 4964.00 10.3 –42.0 –34.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/09 JPY 5454.00 7.0 –37.0 –33.1

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 03/31 USD 33.60 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29

CMA Dynamic OT OT BHS 04/30 USD 1356.77 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 04/30 USD 1759.58 1.1 –7.2 –3.6

CMA MultHdge Balncd OT OT CYM 04/30 USD 1253.79 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 04/30 USD 1701.40 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 04/30 USD 997.55 –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 03/31 EUR 97.80 –0.6 –21.5 –10.2

D'Auriol Opp F3 EUR EU MM CYM 02/27 EUR 1000.67 0.5 –25.4 –12.7

n HARMONY CAPITAL
email: info@harmonycapitalfund.com

Harmony Cap Ltd A USD OT OT BMU 04/30 USD 2086.32 3.2 –2.0 –6.2

Harmony Cap Ltd B EUR OT OT BMU 04/30 EUR 2039.80 4.0 –0.6 –5.7

Harmony Cap Ltd D USD OT OT BMU 04/30 USD 1193.21 3.1 –2.5 –6.6

Harmony Cap Ltd E EUR OT OT BMU 04/30 USD 1171.94 3.9 –0.9 –6.1

Harmony Cap Ltd F GBP OT OT BMU 04/30 GBP 1014.46 3.3 –1.5 –5.6

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com

The Hermitage Fund GL EQ JEY 05/29 USD 768.64 70.4 –58.4 –26.6

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 05/29 EUR 183.00 –14.8 1.8 12.3

Horseman EmMkt Opp USD GL EQ USA 05/29 USD 184.68 –15.9 –0.5 11.7

Horseman EurSelLtd EUR EU EQ GBR 05/29 EUR 181.16 –13.4 –8.9 4.5

Horseman EurSelLtd USD EU EQ GBR 05/29 USD 188.16 –13.5 –9.4 4.3

Horseman Glbl Ltd EUR GL EQ CYM 05/29 USD 408.89 –17.0 1.7 10.2

Horseman Glbl Ltd USD GL EQ CYM 05/29 USD 408.89 –17.0 1.7 10.2

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 05/22 GBP 0.97 3.5 NS NS

Global Absolute EUR OT OT NA 04/30 EUR 1.41 1.9 NS NS

Global Absolute USD OT OT GGY 05/22 USD 1.82 3.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 05/22 EUR 76.43 0.1 –32.9 –14.4

Special Opp Inst EUR OT OT CYM 05/22 EUR 71.95 0.2 –32.6 NS

Special Opp Inst USD OT OT CYM 05/22 USD 81.29 0.7 –30.1 –12.0

Special Opp USD OT OT CYM 05/22 USD 79.94 0.4 –30.6 –12.6

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 05/22 CHF 102.19 2.4 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 05/22 GBP 121.40 3.0 NS NS

GH Fund Inst EUR OT OT JEY 05/22 EUR 90.83 8.8 –10.5 NS

GH Fund Inst USD OT OT JEY 05/22 USD 102.15 3.5 –13.5 –3.9

GH FUND S EUR OT OT CYM 05/22 EUR 116.86 3.4 –15.4 –5.1

GH FUND S GBP OT OT JEY 05/22 GBP 121.38 3.2 –15.2 –4.2

GH Fund S USD OT OT CYM 05/22 USD 136.79 3.6 –13.1 –3.4

GH Fund USD OT OT GGY 05/22 USD 251.28 3.1 NS NS

Hedge Investments OT OT JEY 05/22 USD 128.00 3.3 NS NS

Leverage GH USD OT OT GGY 05/22 USD 102.90 5.5 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 05/22 CHF 87.18 3.8 NS NS

MultiAdv Arb EUR Hdg OT OT JEY 05/22 EUR 94.28 4.3 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 05/22 GBP 101.90 5.1 NS NS

MultiAdv Arb S EUR OT OT CYM 05/22 EUR 100.08 4.6 –19.9 –11.2

MultiAdv Arb S GBP OT OT CYM 05/22 GBP 104.80 5.1 –20.0 –10.6

MultiAdv Arb S USD OT OT CYM 05/22 USD 114.15 5.4 –17.4 –9.6

MultiAdv Arb USD OT OT GGY 04/17 USD 172.81 2.4 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 05/22 USD 110.09 2.8 NS NS

Asian AdbantEdge EUR OT OT JEY 05/22 EUR 94.23 6.2 –16.4 –5.7

Asian AdvantEdge OT OT JEY 05/22 USD 172.12 6.2 NS NS

Emerg AdvantEdge OT OT JEY 05/22 USD 154.55 10.1 NS NS

Emerg AdvantEdge EUR OT OT JEY 05/22 EUR 86.21 9.8 –23.5 –9.6

Europ AdvantEdge EUR OT OT JEY 05/22 EUR 120.22 4.3 NS NS

Europ AdvantEdge USD OT OT JEY 05/22 USD 127.25 4.3 NS NS

Japan AdvantEdge JPY OT OT JEY 05/22 JPY 7832.75 –3.1 NS NS

Japan AdvantEdge USD OT OT JEY 05/22 USD 91.49 –2.8 NS NS
Lvgd Alpha AdvantEdge OT OT JEY 05/22 USD 90.14 5.0 NS NS
Real AdvantEdge EUR OT OT NA 05/22 EUR 103.60 4.8 NS NS
Real AdvantEdge USD OT OT NA 05/22 USD 103.52 4.9 NS NS
Trading Adv JPY OT OT NA 05/22 JPY 9659.59 NS NS NS
Trading AdvantEdge OT OT GGY 05/22 USD 146.70 –3.3 NS NS
Trading AdvantEdge EUR OT OT GGY 05/22 EUR 133.48 –3.0 NS NS
Trading AdvantEdge GBP OT OT GGY 05/22 GBP 140.81 –3.2 NS NS
US AdvantEdge OT OT JEY 05/22 USD 104.14 1.8 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 05/29 EUR 189.44 –23.8 NS NS
Integrated Dir Trading EUR OT OT CYM 02/27 EUR 105.06 3.0 –4.8 7.1
Integrated Emg Markets EUR OT OT CYM 02/27 EUR 69.33 –2.6 –32.3 –15.1
Integrated European EUR OT OT CYM 02/27 EUR 149.65 0.4 0.1 0.0
Integrated Event Driven EUR OT OT CYM 02/27 EUR 81.72 –0.1 –22.1 –9.6
Integrated Lg/Sh Sel F EUR OT OT CYM 02/27 EUR 86.33 0.8 –12.0 –3.7
Integrated MultSt B EUR OT OT VGB 02/27 EUR 116.68 3.3 –16.8 –5.6
Integrated Relative Value EUR OT OT CYM 02/27 EUR 91.16 1.7 –10.0 –3.1

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 7.6 NS NS

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 03/31 EUR 1469.36 NS –30.2 –15.3
KBL SPOP Investing OT OT LUX 03/31 USD 1442.92 NS –29.2 –14.2

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 06/05 USD 287.53 49.7 –62.4 –40.0

Antanta MidCap Fund EE EQ AND 06/05 USD 424.06 46.3 –76.5 –45.8

Meriden Opps Fund GL OT AND 06/03 EUR 81.31 –6.6 –24.3 –13.7

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

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 03/31 USD 1217.26 NS –14.6 –5.6

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 06/02 USD 51.88 –37.7 –19.9 1.6

Superfund GCT USD* OT OT LUX 06/02 USD 2497.00 –31.6 –19.2 –3.3

Superfund Gold A (SPC) OT OT CYM 06/02 USD 992.47 –14.6 –9.4 15.1

Superfund Gold B (SPC) OT OT CYM 06/02 USD 1016.56 –24.6 –17.0 11.6

Superfund Q-AG* OT OT AUT 06/02 EUR 6884.00 –21.5 –10.9 1.6

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 05/29 EUR 1226.18 –5.2 –8.8 3.9

Winton Evolution GBP GL OT VGB 05/29 GBP 1206.76 –5.4 –8.4 5.0

Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1

Winton Evolution USD GL OT CYM 05/29 USD 1194.75 –5.5 –9.2 4.0

Winton Futures EUR GL OT VGB 05/29 EUR 194.88 –5.3 2.2 13.1

Winton Futures GBP GL OT VGB 05/29 GBP 210.02 –5.4 2.9 14.5

Winton Futures JPY Lead Series 2 GL OT VGB 05/29 JPY 13942.57 –5.5 –0.1 10.3

Winton Futures USD GL OT VGB 05/29 USD 690.80 –5.9 1.4 13.2
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 05/29 USD 1306.06 3.2 3.2 2.6 –18.0 –7.1

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Web surf in your very own Wi-Fi network
Verizon’s MiFi lets
users set up shop
wherever they go

M
iF
i

Verizon Wireless’
MiFi 2200, made by
Novatel Wireless. Its
connection can be
used by up to five
devices at once.

Chinese bristle at rule mandating Web filters in new PCs

By Katherine Boehret

It’s hard to remember a time not
long ago when Web browsing re-
quired sitting in one place and using
a computer plugged into a cable.

Now, people expect
to hop online when-
ever they want
from wherever
they want using

wireless Internet connections.
But it isn’t always easy. Mobile

devices lose their capabilities when
the carrier’s signal drops out; laptop
users struggle to find a public Wi-Fi
network that will work; and the
Wi-Fi networks that are available

get slowed down by overcrowding.
Why not bring your own Wi-Fi?

I’m not talking about stuffing a cum-
bersome router and cables into a
backpack with hopes of setting up
shop wherever you go. I’m referring
to a new product called MiFi. It is
what it sounds like: a private Wi-Fi
network for you. It’s a one-button
gadget that measures about the sur-
face size of a Altoids tin, only thin-
ner and lighter.

This week, while I was traveling, I
used Verizon Wireless’ MiFi 2200,
made for the phone carrier by Nova-
tel Wireless. The MiFi brings in the In-
ternet using Verizon’s 3G network
and creates a Wi-Fi zone that can be
reached from up to 15 meters away,
even through very thick hotel walls.
Its connection can be used by up to
five devices at once. At one point, I

had a Lenovo
ThinkPad, Ap-
ple MacBook,
iPhone, Palm

Pre and iPod
Touch simulta-

neously using the
Web via the MiFi’s con-

nection. Al-

though video playback stuttered un-
der these busy conditions, other
tasks did well. And with just three de-
vices using the connection at once,
the connection worked normally.

The luxury of MiFi doesn’t come
cheap. The device itself costs $100
with a two-year service agreement
and after a $50 rebate. Two monthly
plan options are available: $40 buys
250 megabytes with a charge of 10
cents per megabyte over that allot-
ment; and $60 buys five gigabytes
with a five cents charge per mega-
byte of overage. Users who don’t
want to mess with the monthly ser-
vice plan can buy the device at its
full retail price of $400 and pay $15
per 24-hour access period, which is
called a Verizon Wireless Mobile
Broadband DayPass.

Of course, you already can get on-
line over cellphone networks for sim-
ilar monthly fees and at similar
speeds, with external or internal lap-
top cards that usually cost less up-
front. So why would anyone want or
need MiFi? The answer is that it
serves multiple devices at once, with-
out requiring you to buy multiple
cards or pay a separate fee for each.

I can imagine plenty of scenarios
where the MiFi would

come in handy, in-
cluding col-
leagues traveling
together, college

students studying
together with laptops

on a campus lawn and families
riding in a car with multiple lap-

tops and/or portable game devices.
In my trip alone, I used my MiFi and
avoided paying for wireless Internet
fees in the airport and four days of

my hotel’s expensive in-room Inter-
net charges. As long as there’s a Veri-
zon network in the area, the MiFi
will work.

Last week, Sprint Nextel en-
tered the MiFi fray by offering its
own MiFi 2200, also from Novatel
Wireless. Like Verizon’s MiFi,
Sprint’s costs $100 after a rebate
and with a two-year contract.
While Verizon offers all-data plans,
Sprint offers a monthly plan of
broadband-only for $60 as well as a
$150 monthly Simply Everything
Plan + Mobile Broadband for data
and phone use. Both of these plans
include five gigabytes a month
with a five-cents-a-megabyte
charge for overage. Sprint’s device
isn’t available with pay-as-you-go
options, like Verizon’s MiFi. Unlike
Verizon’s MiFi, the Sprint device
has built-in GPS.

The Verizon MiFi looks unassum-
ing. It weighs just over two ounces,
so it really could be held unnoticed
in a pocket. In fact, it’s so small, you
could easily misplace it. Its glossy
black exterior is interrupted only
by a Verizon Wireless logo and a
power button, which changes col-
ors to indicate different things, like
red for low battery and blue for
when it’s on. A separate indicator
light blinks green when the MiFi is
transmitting or receiving data. The
MiFi runs on a rechargeable Lith-
ium-Ion battery; spare batteries
cost $40. Its battery charges when
MiFi plugs into a Windows PC or
Mac using a USB cable or plugs into
a wall adapter.

After the initial registration of
the MiFi device, which happens the
first time you plug it into a Mac or

Windows PC and takes just five min-
utes, the device is set to work with-
out any wires simply by pressing its
power button on. The personal
Wi-Fi network shows up in a list of
available networks on your device-
and requires a password, which is
written on the back of each MiFi. Us-
ers can change this password to
something more memorable by ad-
justing wireless security settings in
a browser menu.

Verizon estimates that if just one
device is tapped into a fully-charged
MiFi, the tiny gadget’s battery will
last for about four hours, and this
was the case in my tests. The battery
is designed to last 40 hours in
standby, a plus for busy travelers
who might not think to charge the
MiFi each night.

Even when two laptops and a
Palm Pre were connected to the
MiFi, speed tests showed positive
results of about 1.4 megabytes per
second for downloads and roughly
500 kilobits per second for uploads.
Verizon says its device uses some-
thing called NovaSpeed, which en-
hances upload and download per-
formance.

The MiFi offers reliable Web ac-
cess for you and the four lucky souls
who are sitting near you, if you’re
feeling generous. Its ease of use—
take out, turn on, start surfing the
Web—means there aren’t any ex-
cuses for not hopping online from
anywhere at any time. And it comes
just in time for those summer vaca-
tions that were meant to let you get
away from it all.

Edited by Walter S. Mossberg.
Email Mossberg.solution@wsj.com

By Loretta Chao

BEIJING—Some Chinese Inter-
net users criticized a government
plan to require personal computer
makers to ship Internet-filtering
software with all new PCs, after
state-run media publicized details
of the initiative.

The “Green Dam-Youth Escort”
software was developed by two gov-
ernment-linked Chinese companies
to help parents keep children from
seeing pornography on the Internet.
But foreign industry executives, U.S.
officials and Internet-freedom advo-
cates say the software could extend
the Chinese government’s censor-
ship powers and cause privacy and
security problems.

The government said all PC mak-
ers must include the software with
all PCs sold in China starting July 1.
The notice detailing the plan was
first reported Sunday by The Wall

Street Journal, posted online in
China Monday and publicized
widely in state media Tuesday.

As word of the plan reached Chi-
nese users, some people, in online fo-
rums, described it as a noble effort,
though many questioned the soft-
ware’s effectiveness and voicedother
concerns. “I don’t know what Web
sitestheywanttofilter,”wroteoneIn-
ternet user on Tianya.cn, one of Chi-
na’s largest Internet forums. “Who is
going to decide and make judgment
about which Web sites are ‘bad’?”

Others worried that the program
could be used to collect private user
data—something the primary devel-
oper says it has no intention of do-
ing, though it is technically possible.
“It’s already hard to have privacy
[on the Internet]. This could make
things worse,” wrote a user on Sina.
com, one of China’s largest Web por-
tals.

On Tuesday, the Ministry of In-
dustry and Information Technology
posted on its Web site, for the first
time, a copy of the official two-page
notice that it distributed to PC com-
panies in May. A ministry spokes-
man declined to answer questions
about the notice or the plan.

Some Chinese Web users are
keenly aware of government censor-
ship—and theyhave themeans tocir-
cumvent it, including the use of code
words to discuss sensitive topics.
But the vast majority of China’s 298
million Internet users use the Web
for entertainment, such as playing
games, listening to music or sharing
photos. It remains uncertain
whether most people who buy a new
PC will know the Web-filter software
was included because of a govern-

ment mandate. Or, they may see it as
standard parental-control software.

The creators of the Green Dam
software say it shouldn’t be a cause
forconcern. Inademonstration Tues-
day for The Wall Street Journal,
Bryan Zhang,founder ofJinhui Com-
puter System Engineering Co.,
which developed Green Dam with in-
put from another company, said the
softwareisusedonlytoblockpornog-
raphy and other content inappropri-
ate for children. He said the software
doesn’t collect user data and that it
can be turned off, or uninstalled.

The government’s notice indi-
cates PC companies will have the op-
tion of installing the Green Dam soft-
ware on the hard drive, or on a com-
pact disk accompanying the PC—al-
though industry officials remain un-
certain whether the second option
will really be allowed. In the demon-
stration, Mr. Zhang said users who
have the software on the hard drive
of their new PC would need to use an
installer program to activate it.
When they do so, they have the op-
tion of registering the software by
providing some personal informa-
tion. Usersare given a standard pass-
word, whichthey canchange,thaten-
ables them to access the program’s
settings or turn it off.

Mr. Zhang showed how parents
can turn on or off filtering for five
categories of content: “adult/por-
nography,” “extreme adult/pornog-
raphy,” “violent games,” “homosexu-
ality” and “illegal activities/drugs.”
He said that “illegal activities” in-
cludes, but isn’t limited to, gam-
bling. Green Dam also blocks Web
sites with images that it detects to
have nudity. Users can also opt to

turn off the notifications that ap-
pear when a Web site is blocked.

Mr. Zhang says the patented tech-
nology is sophisticated enough to
differentiate between photos of
scantily clad people and people who
are completely naked. However, he
acknowledged it’s possible for the
program to mistakenly block some
Web sites, or allow Web sites with
nudity to pass through filters.

Mr. Zhang said Green Dam blocks

Web sites based on a “black list”
maintained by his company. Parents
can’t alter that list, but can add sites
to a personalized list for blocking.
There is also a company-maintained
“white list” of sites that are pre-
vented from being filtered out,
which includes CNN.com among oth-
ers, and parents can add their own
protected sites. Parents can down-
load updates to the database via the

Internet as they would for other soft-
ware, but they don’t have to.

Mr. Zhang’s explanations aren’t
likely to satisfy all the concerns
raised about the software. For one
thing, users won’t be told what’s on
the company-maintained black list.
Mr. Zhang says the list won’t be
made public to avoid promoting the
blocked Web sites.

Industry executives and others
have also raised concerns the govern-

mentcoulddecidetocontrolthelistof
blocked sites. Mr. Zhang said he can’t
speak on behalf of the government.

Susan Stevenson, spokeswoman
for the U.S. Embassy in Beijing, said
the embassy is continuing to meet
with industry groups about Green
Dam concerns.
 —Sue Feng, Ellen Zhu

and Juliet Ye contributed
to this article.
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Control panel
Developers of Green Dam software say it is designed for blocking access to 
Web sites inappropriate for children. Pictured, a Green Dam interface where 
administrators can set or change the software's password:

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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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 06/08 GBP 6.74 1.2 –22.1 –15.2

Andfs. Borsa Global GL EQ AND 06/08 EUR 5.55 –4.4 –35.1 –24.9

Andfs. Emergents GL EQ AND 06/08 USD 13.42 34.3 –35.1 –13.1

Andfs. Espanya EU EQ AND 06/08 EUR 10.78 –0.4 –28.0 –20.9

Andfs. Estats Units US EQ AND 06/08 USD 12.62 3.5 –33.1 –19.9

Andfs. Europa EU EQ AND 06/08 EUR 6.57 1.3 –30.8 –23.8

Andfs. Franca EU EQ AND 06/08 EUR 8.24 –0.5 –31.7 –25.6

Andfs. Japo JP EQ AND 06/08 JPY 479.77 9.5 –34.8 –27.4

Andfs. Plus Dollars US BA AND 06/08 USD 8.54 1.3 –18.0 –10.4

Andfs. RF Dolars US BD AND 06/08 USD 10.58 3.5 –7.5 –2.7

Andfs. RF Euros EU BD AND 06/08 EUR 9.78 9.2 –8.9 –6.9

Andorfons EU BD AND 06/08 EUR 13.05 9.4 –11.4 –9.4

Andorfons Alternative Premium OT OT AND 04/30 EUR 93.10 0.8 –18.0 –9.4

Andorfons Mix 30 EU BA AND 06/08 EUR 8.36 3.3 –23.3 –16.2

Andorfons Mix 60 EU BA AND 06/08 EUR 8.00 –1.6 –32.6 –22.8

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 05/29 USD 188859.11 40.0 –21.8 –14.1

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 06/09 EUR 9.72 –3.5 –5.3 –2.7
DJE-Absolut P GL EQ LUX 06/09 EUR 184.65 5.4 –22.2 –13.8
DJE-Alpha Glbl P EU BA LUX 06/09 EUR 162.05 5.4 –17.6 –10.2
DJE-Div& Substanz P GL EQ LUX 06/09 EUR 187.24 7.1 –19.3 –12.0
DJE-Gold&Resourc P OT EQ LUX 06/09 EUR 150.20 14.9 –20.0 –6.0
DJE-Renten Glbl P EU BD LUX 06/09 EUR 123.68 3.3 2.6 0.4
LuxPro-Dragon I AS EQ LUX 06/09 EUR 124.68 34.3 –11.5 –3.7
LuxPro-Dragon P AS EQ LUX 06/09 EUR 121.68 34.1 –11.9 –4.8
LuxTopic-Aktien Europa EU EQ LUX 06/09 EUR 15.58 8.7 –9.9 –7.4
LuxTopic-Pacific AS EQ LUX 06/09 EUR 12.80 41.4 –30.9 –19.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 05/29 USD 37.81 9.3 –43.2 –9.4

EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.28 6.3 –43.7 –10.7
EFG-Hermes Saudi Arabia Equity EA EQ SAU 06/02 SAR 5.82 22.7 NS 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 06/08 USD 295.90 20.5 –5.4 –0.7
Sel Emerg Mkt Equity GL EQ GGY 06/08 USD 169.96 29.8 –34.9 –13.7
Sel Euro Equity EUR US EQ GGY 06/02 EUR 82.94 11.3 –36.2 –28.8
Sel European Equity EU EQ GGY 06/08 USD 148.93 8.3 –43.3 –27.1
Sel Glob Equity GL EQ GGY 06/08 USD 157.07 9.4 –38.2 –25.7
Sel Glob Fxd Inc GL BD GGY 06/08 USD 127.21 –1.4 –14.6 –4.1
Sel Pacific Equity AS EQ GGY 06/08 USD 113.01 25.0 –33.3 –15.3
Sel US Equity US EQ GGY 06/08 USD 107.02 6.2 –32.5 –21.7
Sel US Sm Cap Eq US EQ GGY 06/08 USD 145.30 11.1 –34.3 –25.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 06/05 EUR 292.58 0.2 –14.0 –9.9
EPB Flexible 50/50 OT OT LUX 06/05 EUR 219.86 1.8 –20.1 –14.9
KBC Eq (L) Europe EU EQ LUX 06/08 EUR 425.14 9.4 –35.3 –27.8
KBC Eq (L) Japan JP EQ LUX 06/05 JPY 16926.00 1.2 –38.2 –31.0
KBC Eq (L) NthAmer EUR US EQ LUX 06/08 EUR 477.52 4.5 –34.6 NS
KBC Eq (L) NthAmer USD US EQ LUX 06/08 USD 698.17 5.2 –32.6 –19.7
KBL Key America EUR US EQ LUX 06/04 EUR 346.70 8.7 –36.7 –23.4
KBL Key America USD US EQ LUX 06/04 USD 366.73 10.2 –35.1 –21.9
KBL Key East Europe EU EQ LUX 06/05 EUR 1649.70 55.9 –47.2 –26.5
KBL Key Eur Sm Cie EU EQ LUX 06/05 EUR 732.44 16.5 –41.0 –33.0

KBL Key Europe EU EQ LUX 06/05 EUR 547.54 5.5 –30.6 –25.7

KBL Key Far East AS EQ LUX 06/04 USD 1191.08 32.0 –26.5 –16.2

KBL Key Major Em Mkts GL EQ LUX 06/04 USD 517.84 51.1 –39.5 –15.2

KBL Key NaturalRes EUR OT EQ LUX 06/04 EUR 421.19 23.6 –31.1 –15.5

KBL Key NaturalRes USD OT EQ LUX 06/04 USD 454.35 26.0 –36.7 –13.4

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 06/05 USD 49.01 43.6 –28.5 –12.3

LG Asian Plus AS EQ CYM 05/29 USD 46.37 22.7 –33.8 –16.1

LG Asian SmallerCo's AS EQ BMU 06/08 USD 77.00 39.6 –37.8 –30.5

LG India EA EQ MUS 06/04 USD 51.67 61.9 –15.4 –10.9

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 06/08 EUR 24.79 –5.5 –54.0 –45.7

Continued from previous page
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Wells Fargo, BofA pay to settle claims
Authorities allege
investors were misled
on value of securities
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China to let more firms finance units abroad

By Jennifer Levitz

Wells Fargo & Co. and Bank of
America Corp. agreed Monday to set-
tle claims that employees misled in-
vestors about the value and safety of
certain securities during the financial
crisis.

Wells’s Boston-based mutual fund
Evergreen Investment Management
Co. agreed along with its brokerage
unit to pay $40 million to end civil
state and federal securities-fraud alle-
gations that it overvalued the hold-
ings of its Evergreen Ultra Short Op-
portunities Fund and then, when it
was going to lower the value of the se-
curities, informed only select inves-
tors—many of them customers of an
Evergeen affiliate—allowing them to
cash out of the fund and lessen their
losses.

Separately, Bank of America
agreed to “facilitate” the return of
more than $3 billion to California cli-
ents who purchasedauction-rate secu-
rities, an investment that went sour
last year amid a liquidity freeze. The
bank reached the agreement with the
California Department of Corpora-
tions.

“We are pleased that the outcome
of these negotiations will result in the
return of money to many investors
who suffered by the freezing of their
assets when the auctions failed,” said
California Department of Corpora-
tions Deputy Commissioner Alan
Weinger.

A bank spokeswoman couldn’t be
reached for comment.

The Wells case highlights the valu-
ing of securities as a key issue during
the financial crisis as banks, hedge
funds and now mutual funds have
failed to take losses on their holdings

even though there was evidence in the
market these securities were trading
at lower prices.

In one case Evergreen, which had
$164 billion in assets at the end of the
first quarter, was holding a security at
nearly full value when another fund at
the firm purchased a similar security
for 10 cents on the dollar.

Evergreen didn’t admit or deny
wrongdoing in a settlement with the
Securities and Exchange Commission
andthe MassachusettsSecurities Divi-
sion. “We are committed to acting in
the best interest of shareholders, and
continueto moveforward withourpri-
marygoal of safeguarding your invest-
ments,” Evergreen stated in a letter to
clients on its Web site announcing the
settlement.

Evergreen was a unit of Wachovia
Corp.atthe timeoftheallegedoverval-
uations. Lisa Brown Premo and Robert
Rowe, then co-managers of the Ultra
fund, have left Evergreen, as have two
unidentified senior vice presidents,
said Evergreen spokeswoman Laura

Fay. Wells acquired Wachovia last
year. The Evergreen case is similar to
an SEC fraud case against Van Wag-
oner Funds in San Francisco. In 2004,
Van Wagoner agreed to pay $800,000
to settle civil charges by the SEC that
it mispriced some technology-com-
pany securities in its stock funds.

Regulators allege that Evergreen
inflated the value of mortgage-related
securities in the Ultra fund by as much
as 17% between February 2007 and
June 2008, when it closed and liqui-
dated the fund. The overstatement
caused the fund to rank as one of the
top five or 10 funds among between
40 and 50 similar funds in 2007 and
part of 2008, regulators said, while an
accurate valuation would have placed
the fund at the bottom of its category.

Regulators said that when Ever-
green began to reprice certain in-
flated holdings in the three weeks be-
fore the fund was liquidated on June
18, the company only disclosed the ad-
justments—and the reason why—to
select customers, many of them cus-

tomers of Evergreen affiliate Wacho-
via Securities LLC.

At liquidation, the fund had
$403 million in assets, down from
$739million at the end of 2007, regula-
tors said.

David Bergers, director of the SEC
in Boston, said that by law mutual
funds must treat all shareholders
equally,andthat “it’s particularlytrou-
bling in these difficult times that that
did not happen.” He said the SEC’s “in-
vestigation is continuing relating to
this matter.”

Ms. Fay declined to comment on
Mr. Bergers’s statement. Of Monday’s
settlement, she said it is in “Ever-
green’s and our clients’ best interest
to resolve the matter and move for-
ward.”

Regulators say that in pricing Ul-
tra fundsecurities,Evergreen’sportfo-
lio managers didn’t factor in readily
available information about the de-
cline in mortgage-backed securities.

Massachusetts regulators cite one
case in May 2008 in which the Ultra
fund priced a subprime mortgage-
backed security for $98.93, even
though another Evergreen fund pur-
chased the same security for $9.50.

After learning of the transaction,
state regulators allege, the Ultra
fund’s portfolio management team
contacted the broker who had sold the
security to determine whether the
sale was distressed and thus could be
disregarded for purposes of determin-
ing the fair value of the security. The
dealer responded that the security
wasn’t coming from a distressed
seller. Nonetheless, the Ultra fund
team told Evergreen’s valuation com-
mittee they believed the sale was dis-
tressed and failed to lower the price of
the security for several days, accord-
ing to state regulators.

Evergreen began repricing the se-
curities after its valuation committee
learnedJune10that theportfolio man-
agers had known since March about
problems with a certain mortgage-
backed security but had failed to dis-
close it to the committee, theSEC said.

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement
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A fund’s demise 
Regulators allege 
Evergreen inflated some 
securities to boost the 
performance of its 
Evergreen Ultra Short 
Opportunities Fund. 
Assets dipped as the 
firm re-priced.
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By Chuin-Wei Yap

BEIJING—Steel-industry groups
in China and Europe voiced concern
Tuesday about a proposed iron-ore
joint venture between Anglo-Austra-
lian mining giant Rio Tinto and rival
BHP Billiton Ltd.

The China Iron and Steel Associa-
tion, a lobbying group for Chinese
steel mills, said the venture agree-
ment “goes in the direction of a mo-
nopoly,” and suggested that China,
as the largest customer for Austra-
lia’s iron ore, should have a say in
global ore trading.

“The BHP-Rio deal is tied to Chi-
nese companies’ interests,” the
group said in a statement on its Web
site. It also warned local iron-ore
traders from seeking to profit from
speculation in the iron-ore trade.
The group said it would suspend the
import licenses of those found to
have resold imported ore at a profit.

China has sought to curb ore im-
ports in recent months; preliminary
figures from the Ministry of Trans-
portation, released Tuesday, sug-
gest the country may have imported
55.5 million metric tons of iron ore
in May, up 25% from a year earlier.

Last Friday, Rio Tinto ended its
planned $19.5 billion alliance with
Aluminum Corp. of China, or Chi-
nalco, in favor of the proposed deal
with BHP. Due to the proposed trans-
action’s size and global reach, it will
likely be reviewed by competition au-
thorities in several countries, includ-
ing China, which last year began im-
plementing a new antitrust law.

Separately, the European steel in-
dustry called for the European Union
to launch an antitrust investigation
of the proposed venture. Eurofer, a
lobbying group based in Brussels,
said a merger of iron-ore assets in a
world market already dominated by
just three suppliers wouldn’t be in
the interests of the steel industry or
European consumers.

Rio Tinto, BHP and Brazil’s Cia.
Vale do Rio Doce SA control about
70% of the market for exported iron
ore, a vital source of raw materials
for steelmakers in Asia and Europe.

Also on Tuesday, Chung Joon Yang,
the chief executive of South Korean
steelmaker Posco, said at an annual in-
dustry event that steel producers
won’t welcome the planned venture.
 —Juan Chen in Beijing,

Peppi Kiviniemi in Brussels
and Kyong-Ae Choi in Seoul

contributed to this article.

Steel groups fear
potential impact
of iron-ore deal

By Terence Poon

BEIJING—China’s foreign-ex-
change regulator said Tuesday it
will widen the range of companies al-
lowed to offer financing to their affil-
iates or units abroad, to help Chi-
nese companies expand overseas
amid the financing crunch in inter-
national markets.

The move signals Beijing’s re-
solve to promote outward invest-

ments, despite a hiccup in China’s
overseas expansion as Anglo-Aus-
tralian miner Rio Tinto Ltd. Friday
ended its planned $19.5 billion alli-
ance with Aluminum Corp. of China.

In a statement on its Web site,
the State Administration of Foreign
Exchange said it will let companies
that fulfill certain criteria, such as
having complied with foreign-ex-
change rules in the prior three
years, provide such financing,

whereas it had previously allowed
only multinational companies to do
so. SAFE’s latest move builds on
draft rules issued in May to allow do-
mestic companies to help provide fi-
nancing for their overseas invest-
ment projects.

The rules also show that Beijing
is trying to use flush liquidity in the
domestic market to help local com-
panies access financing, whether
for trade or overseas investments,

amid the global credit crunch.
Among recent moves, China plans to
provide $84 billion of export-credit
insurance this year.

SAFE said the new rules, which
will take effect Aug.1 and apply to non-
financial companies, are intended to
“address the problem of insufficient li-
quidity and financing difficulties dur-
ing overseas direct investment.”
 —Juan Chen

contributed to this article.
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U.S. reports errors in Afghanistan airstrikes
By Yochi J. Dreazen

WASHINGTON—The Pentagon
said U.S. forces involved in air-
strikes that killed dozens of civil-
ians in Afghanistan last month had
failed to follow guidelines for pre-
venting civilian casualties.

Pentagon spokesman Geoff Mor-
rell said the military’s internal inves-
tigation into the American assault
on the village of Granai identified
several problems, most notably that
a B-1 bomber lost sight of one of its
targets on the ground before drop-
ping its bombs.

He said it wasn’t clear whether
the B-1 crew’s loss of positive identi-
fication of its target resulted in civil-
ian deaths, but that military investi-
gators “did note that as one of the
problems associated with how this
all took place.”

Washington and Kabul have
feuded publicly for weeks over the
airstrikes, with Afghan officials al-
leging that U.S. forces killed 140 ci-
vilians. U.S. officials have consis-
tently put the number of civilian ca-
sualties at around 30, with at least
60 Taliban militants killed.

“There were some problems
with some tactics, techniques and
procedures, the way in which close
air support was supposed to have

been executed in this case,” Mr. Mor-
rell told reporters on Monday.

The investigation results, which
included video taken by pilots in-
volved in the airstrikes, were pre-
sented to Defense Secretary Robert
Gates on Monday. Officials at the
U.S. Central Command said an un-
classified version of the report will
be released in coming days.

Mr. Morrell said it was possible

U.S. forces could be disciplined for
their roles in the strikes, but that
he didn’t have any sense “that
charges are imminent or war-
ranted in this case.”

He declined to disclose the re-
port’s final estimate of how many ci-
vilians died, but said “they were
greatly outnumbered by the Taliban
killed in this incident.”

Airstrikes have triggered

strong anti-American sentiment in
Afghanistan, after hundreds of ci-
vilians were killed in U.S. raids in re-
cent months.

The Obama administration’s
nominee to run the war, Lt. Gen.
Stanley McChrystal, told a Senate
panel earlier this month that he
would review U.S. operating proce-
dures to look for new ways to mini-
mize civilian casualties.

“I believe the perception caused
by civilian casualties is one of the
most dangerous things we face in Af-
ghanistan,” he said at the June 2
hearing.

He said U.S. forces would only
call in air strikes if the lives of U.S.,
North Atlantic Treaty Organization
or Afghan personnel were at risk.

The American assault on the vil-
lage of Granai began when Taliban
militants beheaded three Afghan of-
ficials and then ambushed the Af-
ghan and U.S. forces that re-
sponded to the killings. Marine
units on the ground radioed for
help, and American F-18 fighters,
and at least one B-1 bomber, struck
targets in the village.

U.S. officials involved in earlier
phases of the investigation said
most of the dead civilians were
killed in houses that were used by
the Taliban for the ambush.

By Yochi J. Dreazen

ABERDEEN, Md.—The U.S. mili-
tary, which built itself for Iraq, is rac-
ing to remake itself for Afghanistan.

The effort is on full display at
the Aberdeen Proving Ground, a
sprawling military testing facility
north of Baltimore. Engineers here
are testing bomb-resistant trucks
that have been outfitted with new
suspension systems designed for
Afghanistan’s unpaved roads and
rocky mountain passes.

On a recent visit, military con-
tractor Mark Jackson maneuvered
one of the trucks down a steep hill.
The truck’s cabin shook violently,
but the vehicle—a “mine-resistant
ambush protected” truck, or MRAP—
made it to the bottom without any
problems. “You’d never even have
tried that with an old MRAP,” Mr.
Jackson said inside the truck. “It
wouldn’t have made it even halfway
down the hill.”

The work at Aberdeen reflects the
military’s growing realization that
the current versions of the $1 million
trucks don’t work in Afghanistan.
The MRAPs are a good fit for Iraq,
which has well-developed roads and
highways, but the vehicles are so
wide and heavy that their axles liter-
ally snap in half in Afghanistan.

“The MRAPs were bought for
Iraq,” said Marine Brig. Gen.
Michael Brogan, who is leading the
effort to install the new suspension
systems. “They weren’t bought with
any vision of needing to handle the
rough terrain that’s common in Af-
ghanistan.”

The problems with the $28.2 bil-
lion MRAP fleet highlight the chal-
lenges facing the military as it shifts
its focus from Iraq to Afghanistan.

For the past six years, the bulk of
the military’s training and equipping
efforts have been devoted to Iraq,

while Afghanistan was relegated to
the back burner. The U.S. bought vehi-
cles, body armor and other equip-
ment designed for Iraq’s urban war
zones. It sent soldiers and Marines to
desert training grounds that simu-
lated Iraq’s temperatures and topog-
raphy, and had Iraqi-Americans pre-
tend to be imams and tribal leaders
in extensive role-playing sessions.

Pentagon officials began order-
ing MRAPs to protect U.S. soldiers in
Iraq in response to the mounting ca-
sualty toll from roadside bombs
there. The military, still stung by
criticism that it had failed to supply

troops with adequate body armor
early in the war, moved to deploy
the vehicles quickly.

The military eventually pur-
chased nearly 16,000 MRAPs, in
what would become the Pentagon’s
largest wartime buying effort since
World War II.

Today, the Pentagon is scram-
bling to reconfigure itself for a very
different kind of war. Military offi-
cials are experimenting with new,
lightweight body armor to aid
troops faced with trekking through
Afghanistan’s mountainous terrain.
It also is moving ahead with plans

for a $2 billion fleet of armored off-
road vehicles that are being spe-
cially designed for Afghanistan. The
military hopes to award the first con-
tracts for the next-generation vehi-
cles this summer.

In the meantime, the military
wants to retrofit nearly all 1,000
MRAPs being used in Afghanistan, at
a cost of about $100,000 per vehicle.
The Pentagon’s cumbersome bureau-
cracy, and a complicated ramp-up for
manufacturers, has slowed the ef-
fort—to date, only five trucks have re-
ceived the new suspension system.

MRAPs were developed in South

Africa in the 1970s and have been
used by armed forces around the
world for decades. The enormous
trucks sit high off the ground and
are designed to come apart in an ex-
plosion, dissipating the force of the
blast. An MRAP had a cameo in the
2007 “Transformers” movie as an
evil robot named Bonecrusher.

Military officials first began re-
ceiving reports of problems with the
MRAPs in late 2007, shortly after
sending some of the trucks to Af-
ghanistan. Troops in the field said
the trucks were regularly breaking
down when they went off-road or
along one of the country’s dirt paths.

U.S. officials realized that the
problem stemmed from the
MRAP’s basic design. Both sets of
wheels on the trucks were con-
nected to a single axle, preventing
the tires from moving indepen-
dently in response to uneven ter-
rain. When the trucks went off
road, the axles often snapped.

“The axles began failing at an
alarming rate,” said Kim Yarboro, a
civilian program manager oversee-
ing the Marine MRAP effort. “We’d
normally only need to replace one or
two per year, but we suddenly had
20 or 30 down for an axle at a time.”

Working with contractors like
Force Protection Inc., military engi-
neers experimented with indepen-
dent suspension systems, which al-
low each wheel to move on its own to
better absorb shock. In an early test,
a vehicle that that had been outfit-
ted with the new axles reacted badly
in a controlled explosion. The engi-
neers solved the problem by install-
ing additional shielding on the bot-
tom of the trucks.

“It’s not going to be as maneuver-
able as a Humvee or other vehicles
that are designed to go off-road,” Gen.
Brogan said. “But it will be able to take
a lot more abuse.”

U.S. military revamps for Afghanistan
Shift from Iraq forces Pentagon to adapt equipment ill-suited for treacherous terrain; the trouble with MRAP axles

Civilian deaths in U.S. airstrikes in Afghanistan have fueled popular outrage there.
Last month, students in Kabul, above, protested a raid on Bala Baluk district.

Japan diplomat
seen as favorite
to head IAEA
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Armored MRAPs are being retrofitted for Afghanistan’s tough terrain as the U.S. military shifts its focus from Iraq.
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VIENNA—A veteran Japanese dip-
lomat emerged Tuesday as the favor-
ite to succeed Mohamed ElBaradei as
head of the U.N. nuclear agency after
most agency board member nations
backed him against four other candi-
dates in an informal poll.

Yukiya Amano received 20 votes
from the International Atomic En-
ergy Agency’s 35-nation board, dip-
lomats inside the closed meeting
said. South Africa’s Abdul Sabad
Minty was second with 11 votes in
the nonbinding poll, while Spain’s
Luis Echavarri was third with four
ballots, the diplomats said.

There was no support for Belgian
candidate Jean-Pol Poncelet or for
Ernest Petric of Slovenia.

Mr. ElBaradei steps down in No-
vember, and agency members partic-
ipated in Tuesday’s “straw poll” to
narrow the field of possible replace-
ments before they hold a formal
vote, likely July 2.

Mr. Amano is generally endorsed
by Western nations, while Mr. Minty
has backing from developing coun-
tries—a split that led to the dead-
lock in the previous vote in March.
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Short Mat Dollar B US BD LUX 06/08 USD 6.73 1.1 –13.4 –11.3
Short Mat Dollar B2 US BD LUX 06/08 USD 8.86 1.1 –13.5 –11.3
Short Mat Dollar I US BD LUX 06/08 USD 6.73 1.5 –12.5 –10.4
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Asian stocks take step back,
except in Mumbai, up 3.1%

Russia Equity
Funds that invest primarily in the equities of companies based in Russia. At least 75% of to-
tal assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S.
dollars for one year ending June 09, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS Atlant Fund Meriden IFM USDiAndorra –17.65 –44.81 –8.62 NS

4 FIM Russia FIM Varainhoito Oy EURiFinland 78.95 –47.42–20.52 9.63
Acc

5 Neptune Neptune Investment GBPiUnited Kingdom 77.25 –49.85–17.08 NS
Russia & Greater Russia A Acc Management Ltd

4 Alfred Berg Alfred Berg Invest DKKiDenmark 69.77 –50.45–15.50 12.15
Rusland Inc

4 Horizon KBC Asset EURiBelgium 79.40 –50.56–20.32 NS
Access Russia Acc Management (BE)

NS Parvest BNP Paribas USDiLuxembrg 89.26 –50.97 NS NS
Russia C Acc

NS SEB Russia SEB Asset EURiLuxembrg 99.58 –51.08–17.93 NS
Fund Acc Management S.A.

4 HQ HQ Fonder Sverige SEKiSweden 89.54 –51.63–21.90 13.49
Rysslandsfond Inc AB

3 Banco Russia Banco Fonder AB SEKiSweden 84.57 –51.72–21.95 9.55
Inc

4 Parex Parex Asset USDiLatvia 79.10 –51.88–20.04 14.16
Russian Equity Acc Management
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Stocks finished mostly down in
Asia on Tuesday as investors turned
cautious over economic recovery.

“Asian markets were lower, re-
flecting the growing concern that

the rally is becom-
ing inconsistent
with the pace of the
recovery,” said San-
jay Mathur, non-Ja-

pan Asia chief economist at Royal
Bank of Scotland.

A day after hitting an eight-
month high, Japan’s Nikkei Stock Av-
erage of 225 companies fell 0.8% to
9786.82. Chip-related shares outper-
formed, helped by a sharp second-
quarter guidance upgrade from
Texas Instruments. Tokyo Electron
rose 2.1%. Pioneer got a lift from
short-covering after a drop of more
than 20% over the past month. It
climbed 13%.

Among the region’s bigger losers
were the Korea Composite Stock
Price Index, down 1.5% at 1371.84,
and Hong Kong’s Hang Seng Index,
losing 1.1% to 18058.49. Taiwan’s
Taipei Weighted index was the
worst performer, falling 3.2% to

6414.39.
Asian shipping stocks continued

their retreat. Daewoo Shipbuilding
fell 3.1% in Seoul, while In Hong
Kong, China Cosco Holdings fell
3.1%. Japan’s Nippon Yusen and Mit-
sui O.S.K. Lines each closed 2.2%
lower.

India’s Sensitive Index, or
Sensex, was among the day’s gain-
ers, rising 3.1% to 15127, helped by
value buying in bellwether stocks.
Satyam Computer Services hit its
10% upper trading limit after the
company, which is recovering from
India’s biggest-ever corporate scan-
dal, surprised the market with a
profit announcement.

Resource stocks put pressure on
the Australian and South Korean
markets. In Sydney, BHP Billiton
slid 4.4%, Newcrest Mining fell
3.3% and Bluescope Steel lost 4.2%,
while in Seoul, Hyundai Steel lost
2.7% and Korea Zinc fell 3.8%.

Human-plasma products pro-
ducer CSL rose 5.2% in Sydney. The
company said it would buy back
more than $1 billion in stock in the
next year after ending its proposed
acquisition of Talecris.

By Jonathan Cheng

HONG KONG—The next chief of
Hong Kong’s stock exchange, a
mainland Chinese banker with
Wall Street credentials, says he is
well-positioned to convince
Beijing that “the success of Hong
Kong is in the long-term interests
of China Inc.”

Charles Li, chairman of J.P. Mor-
gan Chase’s China business, also
says his intimacy with mainland
policy-making puts him in a good
position to help Hong Kong’s mar-
ket.

The 48-year-old Mr. Li, who
was born in Beijing and doesn’t
speak Hong Kong’s Cantonese dia-
lect, took an unlikely path from un-
skilled oilfield worker to head of
China’s main venue for raising in-
ternational capital.

He washed dishes to pay his
way to a journalism degree at the
University of Alabama and a law
degree at Columbia University be-
fore moving to Hong Kong to serve
as China chairman for Merrill
Lynch and then J.P. Morgan.

Last week, Hong Kong Ex-
changes & Clearing Ltd. named
him as its next chief executive. He
will take over from the current
chief, Paul Chow, in January.

In recent years, Hong Kong’s
stock market has found itself be-
holden to shifts in mainland Chi-
nese policy. In early 2007, Beijing
began encouraging large, state-
owned enterprises to list shares in
Shanghai or Shenzhen, rather
than Hong Kong, drying up a big
source of initial public offerings.

When outlines of a plan
emerged later that year to allow
domestic Chinese investors to buy
Hong Kong stocks directly, the ter-
ritory’s market soared, only to
plunge when the plan was shelved.

“There is a growing recogni-
tion that there needs to be an ade-
quate representation of Hong
Kong’s interests in mainland pol-
icy decisions that have an impact
on the Hong Kong market,” Mr. Li
says.

Mr. Li, who holds a Hong Kong
passport, says his goal is to make
Hong Kong a “genuine interna-
tional market” where foreign issu-
ers will list to tap mainland inves-
tors, just as mainland issuers now
come to Hong Kong to tap global in-

vestors. “The ultimate success of
the Hong Kong stock exchange is
to make it a place where you have
Chinese issuers and Chinese inves-
tors, and foreign issuers and for-
eign investors.”

In the past year, HKEx, as the
stock-market operator is known,
has signed cooperation agree-
ments with its counterparts in
Shanghai and Shenzhen. Hong
Kong’s government, which owns
5.88% of HKEx, controls the compa-
ny’s board through a statutory ar-
rangement, which some say could
position it for an eventual tie-up

with its mainland counterparts.
Mr. Li says HKEx wants “to be

collaborative” with Shanghai and
Shenzhen, but wouldn’t comment
on the possibility of potential
mergers.

On regulatory issues, Mr. Li ad-
mits, “I have a lot to learn,” but he
says his legal background makes
him “extremely sensitive to com-
pliance.”

At J.P. Morgan, Mr. Li has built
his reputation on links to China’s
acquisitive state-run oil firms. He
was a key banker on Cnooc Ltd.’s
failed $18.5 billion bid for Unocal
Corp. of California in 2005. China
bankers say that more recently
Mr. Li has become less involved in

day-to-day chasing of deals with
J.P. Morgan.

The son of two petroleum engi-
neers, Mr. Li grew up in the remote
northwestern province of Gansu.
He says he learned English by lis-
tening to the radio while working
as an oil extractor and repairman
in the northeast, before studying
English literature as an undergrad-
uate in southeast China.

After a stint as a reporter and
editor at the state-run China
Daily, he applied to the University
of Alabama’s journalism program,
a school he picked in 20 minutes
because it was one of the first en-
tries in the American university
guidebook he had borrowed at a
Beijing library.

“When I sent in my application,
I asked Alabama to waive my appli-
cation fees because I couldn’t af-
ford them,” he recalled.

He says he arrived in the U.S.
with $50 between his wife and him-
self, and had to wait tables and
wash dishes to pay his way
through school. After graduating,
he says he turned down a job at a
small newspaper in Alabama and
decided to attend Columbia’s law
school at the last minute, after the
school agreed to pay his tuition.

Mr. Li later worked for four
years as a lawyer for Davis Polk &
Wardwell and later a predecessor
of Sidley Austin LLP before being
picked to head up Merrill Lynch’s
China operations. Nine years
later, in 2003, he joined J.P. Mor-
gan.

“I was very lucky to be in the
right place at the right time.
That’s true with this particular
job, too,” he says.

HKEx pick touts China ties
Charles Li will urge
Beijing to recognize
Hong Kong as key
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Charles Li’s goal is
to make Hong Kong
an international
market.

Charles Li, chairman of J.P. Morgan’s China business, will take over as chief of the
Hong Kong exchange in January. He earned journalism and law degrees in the U.S.
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More U.S. companies move
to cut pay instead of jobs

Bank of England urges more lending

Obama pushes for rules
to match taxes, spending

U.S. weighs IMF funds
White House lobbies
Congress to support
$108 billion pledge

Russia changes bid to join WTO

By Henry J. Pulizzi

WASHINGTON—President
Barack Obama, hoping to enhance
his reputation for fiscal discipline at
a time of increasing worry over run-
away government spending, chal-
lenged lawmakers Tuesday to codify
“pay as you go” budget rules in law.

Mr. Obama outlined a proposal
that would require any new tax cut
or entitlement program be paid for.
“The pay-as-you-go rule is very sim-
ple,” he said. “Congress can only
spend a dollar if it saves a dollar else-
where.

“Entitlement increases and tax
cuts need to be paid for. They are not
free, and borrowing to finance them
is not a sustainable long-term policy.”

The federal budget deficit is pro-
jected to approach $2 trillion in the
current fiscal year, blowing through
all records and triggering fears that
the massive borrowing required to
finance the government could dam-
age the U.S.’s creditworthiness,
push interest rates higher and stifle
an economic recovery.

Republicans say Mr. Obama’s
push for so-called pay-go rules
amounts to little more than a public-
relations campaign, complaining
that the rules won’t bring down the
deficit, but will allow Democrats to
fund more government spending
with tax increases. The rules would
apply to mandatory spending only,
not discretionary spending.

“It seems a tad disingenuous for
the president and Speaker (Nancy)
Pelosi to talk about pay-go rules af-
ter ramming trillions in spending
through Congress proposing poli-
cies that create more debt in the

first six months of this year than in
the previous 220 years combined,”
said House Republican Whip Eric
Cantor (R., Va.)

Earlier this year, members of the
Blue Dog group of fiscally conserva-
tive House Democrats reached a
pact with leaders in the House of
Representatives that would subject
several big-ticket budget items, in-
cluding the annual fix of the alterna-
tive minimum tax, to pay-as-you-go
requirements. Mr. Obama’s com-
ments Tuesday are likely to put pres-
sure on the Senate, which has no
such rule.

Mr. Obama’s attention to pay-go
rules came a day after he touted
plans to speed up the implementa-
tion of the $787 billion economic-
stimulus package and as he pushes
for an expensive overhaul of the na-
tion’s health-care system.

It also follows a new Gallup poll
that suggests Americans are less en-
thusiastic about Mr. Obama’s stew-
ardship of the budget. The percent-
age of people who approve of the
president’s handling of the deficit
has fallen three percentage points
since March to 46%, according to
the poll released Monday.

In his speech Tuesday, Mr.
Obama acknowledged public skepti-
cism over the government’s ability
to restore its finances, but he said
pay-go rules would help lawmakers
cut through politics.

“The debate of the day drowns
out those who speak of what we may
face tomorrow. That is why ‘pay as
you go’ is essential,” Mr. Obama said.
“It requires Congress to navigate the
ebb and flow of politics while remain-
ing fixed on that fiscal horizon.”

By Bob Davis

And Greg Hitt

WASHINGTON—A White House
bid to push a $108 billion contribution
to the International Monetary Fund
through Congress is in danger of un-
raveling because of an unlikely coali-
tion of Republicans, liberal Demo-
crats and antiglobalization activists.

A defeat would be a blow to the
Obama administration’s efforts to
shape the global response to the fi-
nancial crisis and continue its lead-
ership at the IMF. The U.S. pressed
hard at an April summit of the
Group of 20 industrialized and devel-
oping nations to boost the IMF’s
lending coffers by about $500 bil-
lion. If the U.S. is unable to deliver
on its share, that is bound to slow
pledges from other nations.

IMF funding is sure to be dis-
cussed at the July meeting of the
Group of Eight nations—the U.S.,
Canada, Britain, France, Germany, It-
aly, Japan and Russia.

The administration is lobbying
to save the funding, calculating that
it can persuade enough liberal Demo-
crats to back the measure to stave
off a defeat. Thus far, the votes
aren’t there. But Democratic allies
of the White House are pressing the
case among rank-and-file lawmak-
ers, congressional aides say.

“We’re continuing to talk to mem-
bers and hope to move the bill this

week,” said a spokeswoman for
House Majority Whip James Cly-
burn of South Carolina, the chief
Democratic vote-counter.

Winning Congressional support
for IMF funding isn’t easy because of
a long-standing distrust of interna-
tional institutions and a lack of power-
ful corporate sponsors. Anti-bailout
sentiment among lawmakers is mak-
ing the administration’s task harder.

“The reaction (lawmakers) got in
September” to the bank-rescue plan
“makes them terrified of anything
that can be called a bailout,” said
Robert Weissman, director of Essen-
tial Action, a corporate-accountabil-
ity group,who has helpedassemble a
coalition of anti-IMF activists.

Last month, White House strate-
gists persuaded the Senate to add
the IMF money to a bill funding the

Iraq and Afghan wars. Those in-
volved in the Congressional fight
say the White House figured Republi-
cans wouldn’t oppose the underly-
ing war measure and that liberal
Democrats would welcome the IMF
funding as a way to help economi-
cally distressed nations. But that de-
cision may have backfired.

“It appeared as if the Obama ad-
ministration was trying to hide
something” by attaching it to an-
other bill, said Clay Lowery, a
former Bush Treasury official.

House Republican leaders are
threatening to oppose the bill unless
IMF funds are stripped out. “A troop-
funding bill should fund our troops,
period,” said House Minority Leader
John Boehner, an Ohio Republican.

The administration needs to
change the votes of at least 18 of 51
House Democrats who opposed an
earlier version of the war-funding
bill, which would put the bill over
the top even if House Republicans
unanimously oppose it.

That may be tough. Rep. James
McGovern, a Massachusetts Demo-
crat, says he supports more IMF
funding but will vote against the bill
because he opposes funding for the
Afghan war. “I understand the poli-
tics” of attaching the IMF provision
to the war-funding bill, he said. “But
there’s something to be said for the
principle.”

Forty-one Democrats, including
Rep. McGovern, have signed a letter
circulated by Rep. Maxine Waters, a
California Democrat, that would re-
quire the U.S. to oppose IMF loans
that force countries to cut spending
or raise interest rates during an eco-
nomic downturn.

ECONOMY & POLITICS

Russian Prime Minister Vladimir
Putin said Moscow will pull its long-
delayed application to join the
World Trade Organization and reap-
ply as part of a bloc with neighbors
Kazakhstan and Belarus.

The move surprised U.S. and Eu-
ropean officials, who had as re-
cently as last weekend been in talks
with their Russian counterparts on
how to accelerate Russia’s WTO bid.

Western officials and analysts
said the abrupt shift appears to be a
pressure tactic by theKremlin, which
has been frustrated by the slow WTO
process, to force a quick deal.

“He’s saying ‘If you don’t let us
in, you’ll have to deal with a customs
union,’ ” says Nikolay Mizulin, a Rus-
sian trade lawyer with Hogan & Hart-
son LLP in Brussels. “That would
complicate everything, they would
have to redo all the agreements.”

For years, Russia, Kazakhstan
and Belarus have been planning to
form a customs union, which opens
trade among nations by harmoniz-
ing tariffs and rules.

Russian officials said the pro-
posal to restart the talks as a bloc
would stimulate economic integra-
tion in the former Soviet Union, a
longtime Putin priority. They said the
switch could be done without losing
too much time on Russia’s WTO bid,
though the new application can’t be
filed until after Jan. 1, 2010, when the
customs union formally launches.

Russia has been negotiating to
join the WTO for 16 years. In recent
months, Moscow’s interest had re-
vived after several years when it
seemed to be on the slow track.

Western officials said restarting
the WTO negotiations and adding the
complexity of additional partners
would require years of negotiations.

Russia’s WTO accession—as one
nation—is six to ninemonths away,ac-
cording to European Union and WTO

officials. It is held up by a few issues,
including Siberian over-flight fees,
gas prices and sanitary regulations.

At a meeting last week, Russian
officials agreed to keep negotiating
to join the WTO by the end of 2009.
“We have agreed that WTO acces-
sion should be completed before the
end of the year,” EU trade commis-
sioner Catherine Ashton said at the
time. That was before Mr. Putin’s
statement Tuesday.

“We have no reason to believe
there’s any change in policy,” Lutz
Guellner, Baroness Ashton’s spokes-
man, said after reading Mr. Putin’s
comments. “Should the basic param-
eters of the negotiations change, it
would create a new situation.”

The EU and U.S. might cave to pres-
sure from Russia for a quick deal, says
Mr. Mizulin. “They have much more
to lose than Russia from talks collaps-
ing.” If Russia joins the WTO, its aver-
age tariffs would plummet. The EU
and U.S. would get the right to sue to
overturn unfair trade barriers.

By Kathleen Madigan

Pay cuts, rather than layoffs,
have emerged as an alternative way
for many companies to reduce labor
costs as demand slumps during the
recession.

If enough companies use pay
cuts to avoid layoffs in the future,
then the unemployment rate may no
longer give a true reading on how
workers are faring.

Employees, who have relied on
pay raises to increase spending and
boost their retirement-plan contri-
butions, would no longer be able to
count on more cash in their pay-
checks over time. Even Social Secu-
rity benefits down the road could be
less than anticipated if annual sala-
ries zig and zag every year.

Cuts in compensation are “more
widespread now than in past reces-
sions,” said John Challenger, chief ex-
ecutive of outplacement firm Chal-
lenger, Gray & Christmas Inc., which
tracksemployment trends. Lastweek,
Challenger reported that more than
halfofhuman-resourceexecutivessur-
veyed in May said their companies
had instituted salary cuts or freezes in
anefforttocutcosts.Thatwasupfrom
27% in the same survey in January.

The U.S. Bureau of Labor Statis-
tics’ employment report Friday
showed that average hourly pay for
production workers rose only 0.1%
in May for the second month in a
row. Yearly growth has slowed to
3.1%—the weakest since 2005.

David Levy of the Levy Economic
Forecasting Center said the distress
in finance, autos, retailing and other
industries is exerting downward
pressure on compensation. He ex-
pects unemployment to rise to dou-
ble digits, and said “pay rates may
eventually cease rising altogether.”

Pay cuts are likely to spread fur-
ther until unemployment stops ris-
ing and workers’ position strength-
ens. The jobless peak isn’t expected
until 2010, meaning layoffs will be
the norm for at least another year.

—Jon Hilsenrath
contributed to this article.
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Promises, promises
In April, the G-20 nations promised 
to lend as much as $500 billion to 
the International Monetary Fund 
to use to fight crises. 
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By Paul Hannon

LONDON—Banks will have to in-
crease their lending to U.K. busi-
nesses if the economy is to undergo
a sustained recovery, Bank of Eng-
land Deputy Governor Paul Tucker
said Tuesday.

In a speech to insurance execu-
tives, Mr. Tucker said some indicators
of economic activity have “improved
a bit” in recent weeks, and that “confi-

dence seems to have stabilized.”
However, he said it is too early to

conclude that the economy is on the
path to recovery, and added that
bank lending “remains subdued.”

“For the moment it is unclear…
whether the financial system can
generate the expansion of credit
that will most likely be necessary to
support recovery,” Mr. Tucker said.

The deputy governor urged
banks to increase their lending, and

said those that choose not to, in the
hope that others will take up the
slack, risk damaging their own me-
dium-term prospects.

“There cannot sensibly be free
riders,” Mr. Tucker said. “If all
banks were to adopt such a strat-
egy, recovery might end up being
anemic at best, which would feed
back into the banking system it-
self, increasing defaults and deplet-
ing banks’ capital.”

By Gregory L. White in Moscow
and John W. Miller in Brussels
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By Elizabeth Pfeuti

Nicola Horlick, one of the U.K.’s
best-known fund managers, has
turned out to be bidding for Bram-
dean Alternatives, the U.K.-listed
fund of hedge funds that she
founded and whose board is fight-
ing off a shareholder rebellion led
by Vincent Tchenguiz, an investor
with a similarly high profile.

Bramdean Alternatives Ltd. di-
rectors on Tuesday said that Peters-
field Asset Management Ltd. was
the company that approached the
firm with a potential bid on March
17. The bid was made as the board
sought to avert major shareholders
overthrowing it at a proposed ex-
traordinary general meeting sched-
uled for later this month.

According to Companies House
records, Ms. Horlick is the sole direc-
tor and shareholder of Petersfield,
which is also the name of a village 10
miles away from Bramdean, a ham-
let in Hampshire. No accounts were
available for the new company,
which was registered last week.

The revelation that Ms. Horlick
is bidding to buy the fund she man-
ages is the latest chapter in the
listed company’s bid to outmaneu-
ver Mr. Tchenguiz. The property en-
trepreneur has, through a holding
company called Elsina, called for a
meeting to replace most of the cur-
rent directors.

Toward the end of last month,
Bramdean Alternatives directors an-

nounced that the fund would con-
sider buying back shares and delist
if necessary to prevent the board
overhaul they believed would be det-
rimental to the fund’s performance.

The listed fund suffered losses in
2008 through a 9.2% exposure to
hedge funds run by Ponzi scheme op-
erator Bernard Madoff.

According to a Bramdean Alter-
natives’ fact sheet, the fund suffered
further pain in March by investing
in hedge funds, which were hit by an-
other wave of the financial storm.

However, Ms. Horlick did make
gains over April through allocation
to funds managed by Lansdowne
Partners Ltd., Atticus Capital and
Paulson & Co.

After the announcement of an
anonymous potential bid at the be-
ginning of May the price of shares
in the listed fund jumped from
around 40 pence, where they had
slumped for much of the year, to
around 55 pence. On Tuesday, the
shares rose by half a pence to 56.50
pence.

Bramdean Alternatives and Ms.
Horlick declined to comment. Mr.
Tchenguiz was unavailable.

Horlick tries to buy own fund
Mysterious bid came
amid investor push
to overturn board

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

The bid for Bramdean Alternatives was widely assumed to be part of an effort by
Vincent Tchenguiz, left, to unseat the board. In fact, Nicola Horlick was behind it.

Middle East sees life
return to debt markets

Investors’ view of Russia
is finally brightening

www.efinancialnews.com

By Lauren Willington

The Middle East’s debt markets,
which are providing the bulk of reve-
nue for investment banks in the re-
gion, have hit their highest quar-
terly volume since the onset of the fi-
nancial crisis as governments and in-
vestment groups turn to bonds for
fresh capital.

Total debt issuance so far in the
second quarter totals $10.4 billion
from five deals, according to data
provider Dealogic. This is the high-
est figure since 11 issues raised $8.5
billion in the third quarter of 2007.
In the first three months of this year,
four deals raised $2.5 billion.

Issuance has been fueled by sepa-
rate $3 billion bonds from the gov-
ernments of Abu Dhabi and Qatar in
April, and by investment firms in
these countries also accessing the
debt markets for new money.

Abu Dhabi-based investment
company Mubadala Development

Co. announced this week that it is
planning to issue a bond to help fi-
nance six large infrastructure
projects worth a combined $5.5 bil-
lion, while the Qatar Investment Au-
thority sold a two-tranche $1.4 bil-
lion note on June 2.

In a report last month, ratings
provider Standard & Poor’s pre-
dicted that governments in the re-
gion would continue to rely on debt
markets and fuel a surge in issuance.

“The deterioration in financing
conditions due to the global finan-
cial crisis has meant that a large
amount of private investment has
been delayed due to lack of funding,
putting greater onus on sovereigns
to help in financing,” the report
said.

This will be a boost to invest-
ment banks operating in the region,
where revenues from debt-capital-
market advice outstrip fees from
work in the equity markets and on
mergers and acquisitions.

By Dawn Cowie

The majority of European institu-
tional investors believe Russian
stocks will perform better than glo-
bal markets, according to a survey
by Royal Bank of Scotland Group
PLC, although far fewer investors be-
lieve the country’s stocks remain un-
dervalued since a more-than-dou-
bling in the main index used by inter-
national investors this year.

A recent survey of 30 European
institutional investors by RBS
showed that 57% expect the Russian
market to outperform global mar-
kets over the next 12 months. How-
ever, only 39% said that Russian
stocks are undervalued. This com-
pares with 84% who thought this
was the case in a similar RBS survey
last September.

The survey follows a spectacular
rally in Russian stocks this year,
which led the dollar-denominated
Russian Trading System index to re-
cover by more than 120% from its
low of 498 on Jan. 23. It closed at
1105.3 on Tuesday. The ruble-de-
nominated Micex index has gained
117% from a low of 513 on Oct. 27 and
closed at 1113.83 on Tuesday.

Only 42% of the institutions sur-
veyed, which included both long-
only investors and hedge funds, had
made the most of this rally by in-
creasing their exposure to Russia;

14% of investors said they had in-
creased their holdings by more than
30% since the end of September.

Russian equity strategist Chris
Weafer from Uralsib said in a note
that Russian funds received their
biggest net inflow of money in more
than a year in the week to June 4.
The total received by Russia funds
was $182 million in a week, although
this lags behind investments in
other major emerging markets such
as Brazil, where there was a net in-
flow of $832 million in the same pe-
riod.

The RBS survey indicated that in-
vestors are confident about the Rus-
sian government’s efforts to
counter the financial crisis, with
93% saying that measures taken
since September have been ade-
quate. However, 52% of investors
also believed that the country’s
gross domestic product will con-
tract by more than 3% this year.

The greatest investment risks
identified by foreign investors were
corporate governance, political in-
fluence and oil prices. Fewer than
25% of investors surveyed said that
levels of corporate indebtedness
was a major risk despite the continu-
ing constraints on credit in Russia.
Oil and gas was the most attractive
sector, with telecommunicationss
and media in second, while real es-
tate was the least favored.
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Governments will
likely have to rely on
debt markets for
some time yet.
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“The faculty provides good
examples and he explains the
topics very clearly”

• Understand how portfolio managers build
portfolios to meet investors’ objectives and
expectations

• Appreciate the range of asset classes and
instruments available and how they are used

• Understand the portfolio management process
and various investment management styles

• Recognise the structural changes and trends
that are shaping the industry

• Highlight the importance of behavioural
finance in portfolio management
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