
By Matthew Futterman

And Aaron. O. Patrick

In a move that says more
about a heated Spanish soc-
cer rivalry than the state of
the global economy, Real
Madrid on Thursday agreed
to acquire Cristiano Ronaldo,
the Portugese striker consid-
ered one of the world’s best
players, for a record $131 mil-
lion transfer fee.

The payment allows the
club to negotiate with Mr.
Ronaldo, whose 5-year, $51
million contract, signed in
2007 with English club
Manchester United, makes
him one of the highest-paid
players in the history of foot-
ball. The agreement came
just two days after Real
Madrid agreed to acquire an-
other of the world’s top play-
ers, Brazilian striker Kaká,
from AC Milan for a $92 mil-

lion transfer fee.
The total outlay for the

two stars of more than $220
million also came two weeks
after Real Madrid’s bitter ri-
val, FC Barcelona, beat Mr.
Ronaldo’s Manchester United

in the final of the UEFA Cham-
pions League, the world’s
most prestigious tournament
for professional clubs. Madrid
was thrashed by Liverpool
4-0 and failed to make the
tournament’s quarterfinals.

Robert LaPorta, presi-
dent of FC Barcelona, de-
cried the sale, claiming it is
so out of line with previous
payments that it will devas-
tate the sport.

“They have an urgency
and have to build a new
team,” Mr. LaPorta said in an
interview Thursday. “Every-
one has a right to do what-
ever they want with their
money, but this is very bad
for the rest of the clubs be-
cause they are going to pro-
voke an inflation.”

The move contrasts with
the gloom enveloping Eu-
rope’s big football leagues.
From England to Italy, the
credit crunch is weighing on
clubs, which have relied
heavily on debt in recent
years to build new stadiums
and support player wages.
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Saudis could counter Iran

Breaking news at europe.WSJ.com
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By Stephen Fidler

And Alistair

MacDonald

Now that U.K. Prime Minis-
ter Gordon Brown has beaten
back a mutiny from within his
own Labour Party, he faces a
year-long battle against a
fresh-faced politician from
the party of Margaret
Thatcher.

Mr. Brown must
call a general election
within the next year,
and the Conservative
Party—which pre-
vailed by a wide mar-
gin in last week’s local
and European elec-
tions—is strongly fa-
vored to win. If that
happens, David Cam-
eron, the 42-year-old
Conservative leader, is al-
most certain to become prime
minister.

Since taking charge in
2005, Mr. Cameron has refash-
ioned the image of the party
in an effort to make it elect-
able. He has toned down
Thatcher-style Tory rhetoric
on tax cuts, smaller govern-
ment and the dangers of Euro-
pean integration, and talked
up social and environmental
issues. Mr. Cameron has prom-
ised to fix Britain’s “broken so-
ciety in the way that Marga-
ret Thatcher fixed its broken
economy.”

Now, with the U.K. mired
in a deep recession, Mr. Cam-

eron may have to take the ax
to public spending just like
the Iron Lady did three de-
cades ago. As a result, the
next election could be fought
over an age-old battleground
in British politics: the size of
government.

Mr. Cameron told his
party last month: “The age of

irresponsibility is
giving way to the
age of austerity...Un-
less we deal with
this debt crisis, we
risk becoming once
again the sick man
of Europe.”

Mr. Brown, by
contrast, said in a re-
cent speech: “The
choice is clear: a La-
bour plan to grow
Britain out of reces-

sion ... Or the Tory route: help
the wealthiest few and cuts to
public services for everyone
at the worst possible time.”

Mr. Brown this week ac-
cused Mr. Cameron of plan-
ning to cut spending on the
National Health Service by
10%, drawing strong Conser-
vative denials.

So far, the Conservatives’
proposals aren’t big on detail.
Mr. Cameron promises to
clamp down on public-sector
wages and scrap costly pro-
grams like a plan for all Brit-
ons to carry identity cards.

Mr. Cameron also speaks
of “a new culture of thrift in
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POLL POSITION: A woman walks past campaign posters of reformist candidate Mir Hossein Mousavi,
right, and President Mahmoud Ahmadinejad, top left, in Tehran ahead of Friday’s election.

Real Madrid makes record bid for Ronaldo Inside
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Hungary’s Tokaj region, known
for dessert wines, tries dry
Weekend Journal, page W8
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DJIA 8770.92 +0.37
Nasdaq 1862.37 +0.50
DJ Stoxx 600 214.80 +0.95
FTSE 100 4461.87 +0.57
DAX 5107.26 +1.11
CAC 40 3334.94 +0.59

Euro $1.4072 +0.67
Nymex crude $72.68 +1.89

A Tory star
rises as threat
to Brown

David Cameron

In a world o’ hurt
Ireland is paying for its
earlier fiscal reckless-
ness. Page 12

Cristiano Ronaldo during Manchester United’s English Premier
League match against Manchester City in May.

By Margaret Coker

With the weekend elec-
tion victory of its political al-
lies in Lebanon, Saudi Ara-
bia’s traditional clout over
Middle East politics ap-
pears to be on the rebound,
after years of frustration in
Riyadh over Iran’s regional
ascendancy.

Invigorated Saudi influ-
ence could be an important
crutch in the Obama admin-
istration’s emerging strat-
egy on Middle East peace.
The staunch U.S. ally is seen
in Washington as perhaps
the only regional power-
house that can bring unruly

Arab neighbors, in particu-
lar Syria, into line with the
U.S. goal of a comprehensive
Arab-Israeli peace deal.

Both Riyadh and Wash-
ington believe that checking
Iran’s recently rising re-
gional influence is a key ele-
ment to that overarching
goal. Saudi officials could
get another big boost if Ira-
nian voters toss out hard-
line conservative President
Mahmoud Ahmadinejad.

In Iran, campaigning
stopped the morning before
election day and the streets
became suddenly quiet after
a rowdy week in which mil-
lions of people rallied for

their candidates. Voters
flock to the polls Friday to
pick their next president
and record turnout is ex-
pected. The Interior Minis-
try, responsible for count-
ing ballots, will announce re-
sults Saturday morning lo-
cal time.

The race is viewed
largely between reformist
Mir Hossein Mousavi and
the incumbent president.
Two other candidates,
cleric reformist Mehdi Kar-
roubi and conservative
Mohsen Rezaei, also are on
the ballot. Iran’s future and
the direction it chooses to
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Executive Education: Newly minted M.B.A.s get creative to land jobs in the downturn

Re
ut

er
s

Fo
ri

nf
or

m
at

io
n

or
to

su
bs

cr
ib

e,
vi

sit
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll+

44
(0

)2
07

30
9

77
99

—
Au

st
ria

Œ3
-B

elg
iu

m
Œ3

-C
ro

at
ia

HR
K

22
-C

ze
ch

Re
pu

bl
ic

Kc
11

0
-D

en
m

ar
k

Dk
r2

5
-F

in
la

nd
Œ3

.2
0

-F
ra

nc
e

Œ3
-G

er
m

an
y

Œ3
Gr

ee
ce

Œ3
-H

un
ga

ry
Ft

65
0

-I
re

la
nd

(R
ep

.)
Œ3

-I
ta

ly
Œ3

-L
eb

an
on

L£
60

00
-L

ux
em

bo
ur

g
Œ3

-N
et

he
rla

nd
s

Œ3
-N

or
w

ay
Nk

r2
9

-P
ol

an
d

Zl
12

-P
or

tu
ga

lŒ
3

-S
lo

va
kia

Œ3
.3

2/
Sk

10
0

-S
pa

in
Œ3

-S
w

ed
en

kr
29

Sw
itz

er
la

nd
SF

5
-S

yr
ia

S£
21

0
-T

ur
ke

y
TL

4.
5

-U
.S

.M
ilit

ar
y

(E
ur

)$
2.

20
–

Un
ite

d
Ki

ng
do

m
£1

.5
0

7 7

What’s
News

europe.WSJ.com

Pictures of potential change in Iran

A
ss

oc
ia

te
d

Pr
es

s

Kenneth Lewis acknowl-
edged that Bank of America
was pressured into finishing
the Merrill Lynch deal, and
U.S. lawmakers fumed over
internal Federal Reserve
emails on the deal. Page 17

n The Dow edged higher, but
failed again to end the day
in positive territory for the
year. Shares in Europe rose
for a third day. Pages 17, 18

n The WHO declared its
first flu pandemic in 41 years
even as it stressed there are
no signs the H1N1 virus has
turned more lethal. Page 3

n Most economists expect
the U.S. Fed won’t raise inter-
est rates until spring 2010
at the earliest, a Wall Street
Journal survey found. Page 8

n The World Bank and IMF
issued dueling forecasts for
the economy, illustrating the
difficulty of such predictions
amid the downturn. Page 9

n Ireland’s consumer prices fell
4.7% in May, amid lower mort-
gage-interest repayments and
falling energy prices. Page 9

n A program designed to en-
courage drug firms to de-
velop vaccines for diseases
common to poor countries is
being launched by a group of
wealthy nations. Page 2

n Glaxo is in a standoff with
the Russian government over
HIV drugs, rejecting its push
for a 15% price cut. Page 2

n The EU and U.S. are said
to be preparing a joint case
at the WTO challenging Chi-
na’s policy of taxing raw-ma-
terial exports. Page 9

n Prada said that it has
been approached by poten-
tial investors but that the
fashion house isn’t interested
in selling a stake. Page 4

n France and Germany
voiced support for José Man-
uel Barroso in his bid for a
second five-year term as Eu-
ropean Commission president.

n Italian police arrested six
people allegedly planning a
terror attack in La Madd-
alena, the original location of
next month’s G-8 summit.

n Gadhafi likened the 1986
U.S. strikes on Libya to Osama
bin Laden’s terror attacks, in
a speech to Italian lawmakers.

n NATO said it will reduce its
peacekeeping force in Kosovo
due to improving security in
the newly independent nation.
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Is the carry trade back
on? Back in the days before
the financial crisis, inves-
tors made fortunes borrow-
ing in low-interest-rate cur-
rencies such as the yen and
investing the proceeds in
higher-yielding foreign cur-
rencies and assets. Indeed,
the trade played a key role
in fuelling the boom, help-
ing to drive down the cost
of borrowing around the
world. Now some investors
think that with interest
rates in most developed
countries at record low lev-
els it is time to put on the
carry trade again.

That looks brave when
you consider the losses suf-
fered following the collapse
of Lehman Brothers. As in-
vestors stampeded out of
the trade, the yen rapidly ap-
preciated while popular
carry trade currencies such
as the Australian dollar
plummeted. A Deutsche
Bank carry trade index that
shorts the three lowest-yield-
ing and goes long the three
highest-yielding of a group
of the 10 most liquid curren-
cies fell back to 2002 levels.

Yet so far this year, the

carry trade would have deliv-
ered reasonable returns,
thanks to the massive rally
in currencies like the Austra-
lian dollar since early March.
The Deutsche Bank index is
up 10.7 percentage points
over Libor year-to-date, com-
pared with a return 28.8 per-
centage points below Libor
last year. But hedge funds ap-
pear to have largely missed
out on these gains, in part
because there have been rich
pickings elsewhere as dislo-
cated markets have started
to heal and because the

funds at their disposal for
making bets have declined.

J.P. Morgan estimates
that macro hedge funds and
currency managers hold
about a fifth of the expo-
sure they had at the height
of the trade. Even Japanese
retail investors, key players
in the pre-crisis trade given
their natural yen exposure,
have at best held positions
this year of around a third
of 2007 levels.

But the financial crisis
may have opened up entic-
ing new carry trades. One

possibility is to fund the
trade in U.S. dollars, given
the likelihood that the U.S.
Federal Reserve will keep
short-term interest rates ex-
tremely low and expecta-
tions that the crisis and its
aftermath will continue to
weigh on the dollar. As in Ja-
pan earlier this decade, the
trade could be given added
impetus by U.S. retail inves-
tors, disillusioned with low
returns on bank deposits or
looking to diversify out of do-
mestic equities into higher-
yielding foreign assets.

The carry trade is far
from risk-free. The key risks
are sharp moves in interest
rates or exchange rates. Al-
ternatively, another financial
shock could cause liquidity
to evaporate, forcing inves-
tors to unwind trades at a
loss as they flee back to
safer positions. But the lure
is strong: Since the early
1980s a broad basket of
carry trades has outper-
formed commodities and eq-
uities on a risk-adjusted ba-
sis, losing out only to govern-
ment bonds, according to a
Citigroup study. No wonder
investors are again tempted.

—Richard Barley

The U.S. economic cri-
sis has taken a toll on ev-
erything, turnpikes in-
cluded.

Therein lies a caution-
ary tale for investors in
the infrastructure sector.
Before the credit bubble
burst, highly leveraged
bets on strips of tarmac
were all the rage. The
main attraction was cash
flow, considered indiffer-
ent to economic cycles. Af-
ter all, who ever heard of
an American driving less?

Turns out they have
been since 2007, for the
first time in a generation.
Steady year-to-year cuts in
domestic airline capacity
every month since March
2008 also point to lower
demand for airport facili-
ties. And the weaker econ-
omy has hit trade, mean-
ing fewer trucks ferrying
goods on roads.

In an assessment on the
sector released Thursday,
Fitch Ratings pointed out
that while traffic has
fallen on privately run
roads, toll increases have
offset some of the impact
on revenue. Mature
projects enjoying a near

monopoly, such as the New
Jersey Turnpike, are more
insulated from the down-
turn.

But stand-alone facili-
ties, such as discrete road
links, generally suffer
more competition or have
higher toll rates to begin
with, limiting the ability
to raise them. Many have
seen overall revenue fall
despite rising charges,
Fitch said.

Political pressure
against raising tolls for
fear of voter backlash in
troubled economic times is
another risk. On a multi-de-
cade horizon, moves to en-
courage more use of mass
transit must also be fac-
tored in.

In short, preconcep-
tions about infrastructure
need to be reassessed. In
particular, equity investors
and bondholders’ long-
term assumptions about
traffic and revenue growth
should be reset lower.

As the financial crisis
has demonstrated across
the board, the past really
offers little guarantee of
future performance.
 —Liam Denning

Dell looks to acquisitions to spur growth
Boosted by bond sale,
CEO eyes expansion
in services, storage

No easy ride for investors

By Justin Scheck

Dell Inc. is cranking up its merg-
ers and acquisitions engine, just as
competition for technology deals be-
gins heating up again.

While Dell officials have publicly
said they want to do more deals,
they have given few specifics. But
Chief Executive Michael Dell expects
his company to acquire a “signifi-
cant-sized company” in coming
months, according to a person who
has spoken with the CEO.

The computer maker wants to
expand its data-storage and tech-
services businesses, according to
people who have recently spoken
with its chief financial officer,
Brian Gladden.

Dell is doing more than just talk-
ing about deals. On Wednesday, the
company, which has more than $9
billion in cash reserves, added more
financial firepower by selling $1 bil-
lion in bonds. It has also hired a
high-profile M&A executive from ri-
val International Business Ma-
chines Corp.

A Dell spokesman said the debt of-
fering is “for general corporate pur-
poses, and among the possibilities—
and certainly no commitment has
been made—are acquisitions.”

Dell rarely sold debt prior to
2008. Since last year, the spokes-
man said, the company has issued a
total of $3 billion in debt.

It isn’t clear whether Dell is cur-
rently engaged in merger discus-
sions with any companies, though
Dell has had continuing talks with

bankers for the past two years, say
people familiar with the matter. An-
other spokesman says Dell is look-
ing for acquisitions, but declines to
comment on targets.

The Round Rock, Texas, com-
pany last month hired IBM M&A
chief David Johnson. IBM has sued
Mr. Johnson, arguing his old em-
ployment agreement prohibits him
from jumping to Dell. Mr. Johnson
has begun working at Dell but not
on mergers or acquisitions, accord-
ing to court filings.

On June 2, according to a court fil-
ing, Mr. Johnson signed a statement
saying he would “limit work at Dell
Inc. to learning about its businesses,
including its strategies, products, op-
erations and personnel” until the
court gives him permission to do
more.

An IBM spokesman said Mr.
Johnson “cannot undertake a senior
strategy position at Dell without vio-
lating his obligations to IBM.”

Dell’s moves come as peers start
taking advantage of the recession by
snapping up tech companies at re-
duced prices. Last week, Intel Corp.
said it would buy software company
Wind River Systems Inc. for about

$884 million. And data-storage mak-
ers NetApp Inc. and EMC Corp. are
battling over storage-software com-
pany Data Domain Inc.

The competition, which is start-
ing to drive up prices, couldn’t hap-
pen at a worse time for Dell. The com-
pany is banking on acquisitions to re-
verse three years of disappointing
growth. Since 2006, the personal
computer giant has lost PC market
share to rival Hewlett-Packard Co.
and suffered from deteriorating
earnings. In the quarter ended April
30, Dell posted a 63% drop in profit
amid a 23% decline in revenue.

Analysts and investors are call-
ing for Dell to buy other companies
to broaden its business. In its cur-
rent form, “Dell simply doesn’t have
the size, doesn’t have the breadth of
relationships, and doesn’t have the
capability” to compete with IBM,
H-P and others, says Toni Saccon-
aghi, an analyst at Sanford C. Bern-
stein & Co.

Apart from the rising competi-
tion in tech deals, Dell faces other
hurdles in M&A. The company has lit-
tle M&A experience compared with
IBM and H-P. Since 2002, Dell has
made 10 acquisitions while IBM has

made 75 and H-P has done 42, accord-
ing to Sanford C. Bernstein. Only one
of Dell’s deals—the $1.4 billion acqui-
sition of storage maker EqualLogic
in late 2007—was big enough to sig-
nificantly impact revenue.

Recently, say people familiar
with the talks, Mr. Gladden has de-
scribed an M&A strategy based on
the reputation Dell developed in its
heyday as a low-cost vendor of busi-

ness products. Mr. Gladden wants to
embark on a plan to help customers
“reduce costs by using the Dell
model,” under which Dell could pro-
vide software and automated tech
services that undercut competitors’
prices, these people say.

The strategy appears to partly
stem from the success of the Equal-
Logic deal. That acquisition has
boosted Dell’s sales in storage,
where the company wasn’t much of
a player before, says Jayson Noland,
an analyst at R.W. Baird.

Mr. Noland says he hopes Dell
will build on the EqualLogic deal by
looking at midsize companies rather
than making larger purchases. “Dell
doesn’t have a lot of experience” in-
tegrating other companies, he says.
With a bigger deal, “a lot could go
wrong.”

Darren Thomas, the general man-
ager of Dell’s storage business, says
the company sees storage as an “area
for strategic investment.” He de-
clines to comment on specific acquisi-
tions, but says Dell wants to “expand
its portfolio” in storage-related hard-
ware, software and services.
 —Romy Varghese

contributed to this article.

Carry trade is tempting again

Concerted global action urged to protect financial system

Sources: J.P. Morgan; Tokyo Financial Exchange
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By Jason Leow

BEIJING—An international finan-
cial industry group warned that con-
certed global action to fight the fi-
nancial crisis—rather than separate
rescue plans by different govern-
ments—is urgently needed to pro-
tect the world’s financial system
and ensure it can run smoothly.

The Institute of International Fi-

nance, an association representing
370 financial institutions, said in a
report published Thursday that the
global financial sector has become
increasingly fragmented following
policies by various governments to
safeguard their domestic banking
sectors. Such “ring-fencing” hurts
the development of a unified capital
market, and eventually could re-
duce economic growth, it said.

The IIF proposed letting existing
bodies, such as the newly formed Fi-
nancial Stability Board and the Inter-
national Monetary Fund, help govern-
ments coordinate their separate finan-
cial policies as well as monitor their
impact on markets. It isn’t evident
that’s being done now, the group said.

“The trends that have come to
the foreground, if continued, could
create a protectionist environment

that will be damaging for all,” IIF
Chairman Josef Ackermann told re-
porters in Beijing. Mr. Ackermann is
the management board chairman of
Deutsche Bank AG. IIF members are
in Beijing for a meeting.

Mr. Ackermann said the IIF ex-
pects 2010 to be “a year of global re-
covery, albeit at quite a modest rate
with GDP rising by just over 2%” fol-
lowing a likely decline of 3% this year.
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By Jeanne Whalen

And Andrew Osborn

GlaxoSmithKline PLC and the
Russian government are at odds
over the price of HIV drugs, under-
scoring the difficulties drug com-
panies face in the emerging mar-
kets on which they have staked
their hopes for future growth.

The British pharmaceutical gi-
ant, one of the world’s biggest sell-
ers of HIV medications, refused a
recent request from the Russian
government to supply it with HIV
drugs in coming months at prices
15% less than in their previous sup-
ply deal. Glaxo officials said the re-
duced price would leave it too lit-
tle profit.

The two sides will have another
chance to come to terms next
month, when, Glaxo said, the Rus-
sian government hopes to con-
clude a new supply agreement

with the company.
The disagreement comes at a

time when Glaxo is rethinking its
strategy in emerging markets,
seeking to find the right balance be-
tween profit margins and market
share in an area that has become a
crucial source of growth as sales in
developed countries slow.

On Thursday, Glaxo Chief Execu-
tive Andrew Witty said the com-
pany has begun cutting prices in
some Asian markets in an effort to
increase its business by making its
products more affordable.

In some markets, though, drug
companies are finding govern-
ments driving a hard bargain on
price. The 15% reduction sought by
the Russia’s government, the coun-
try’s principal buyer of HIV drugs,
would have resulted in prices “be-
ing lower than required to support
a viable business model,” Glaxo’s
general manager in Russia, Fabio

Landazabal, wrote in a recent let-
ter. “Pricing of this level is clearly
not sustainable nor appropriate if
applied to middle-income coun-
tries.”

Mr. Landazabal was responding
to an HIV-patient advocacy group
in Russia, which wrote to Glaxo
this month to complain that a pro-
longed standoff could cause a
shortage of drugs for HIV patients.
Many of the 55,000 Russians tak-
ing anti-retroviral medication for
HIV need Glaxo drugs, the Interna-
tional Treatment Preparedness Co-
alition in Eastern Europe and Cen-
tral Asia wrote in a letter ad-
dressed to Mr. Witty.

“We believe that your current
policy in the Russian Federation
threatens their lives and well-be-
ing,” the letter said.

In his response, Mr. Landazabal
said Glaxo is “committed to ensur-
ing that supply of anti-retrovirals
are not disrupted.” He also pointed
to voluntary price cuts Glaxo made
in 2006 on HIV drugs sold to Rus-
sia.Those cuts reduced the price of
Combivir by 66%, of Epivir by 75%
and of Ziagen by 56% “to support

the government’s plans to signifi-
cantly increase the numbers of pa-
tients accessing treatment,” he
said.

The Russian government was of-
fering to pay $93 for a month’s sup-
ply of Combivir in the recent ten-
der, according to the International
Treatment Preparedness Coali-
tion. A Glaxo spokesman declined
to comment on the company’s HIV
drug prices in Russia, calling them
confidential.

A spokeswoman for Rospotreb-
nadzor, the Russian agency respon-
sible for the government’s offer, de-
clined to comment on Glaxo or the
offer’s terms, but she dismissed
worries that drugs, which the
agency passes on to Russia’s state-
owned and run hospital system,
could be in short supply. “Every-
thing will be fine. Everything will
be delivered,” she said.

A Glaxo spokesman said the com-
pany has explained its position to
the government, arguing that if it
cuts prices more in Russia, the com-
pany would have a harder time sell-
ing its drugs at fair prices in other
middle-income countries.

Corporate News

Russia, Glaxo face off over HIV drug prices

New program seeks to motivate drug firms
Initiative encourages
vaccine development
for poor countries

Go, Daddy, go
Crispin makes European
push by buying Swedish
digital-ad firm > Page 4

By Michael M. Phillips

LECCE, Italy—A group of
wealthy nations is launching a
first-of-its-kind program designed
to encourage pharmaceutical com-
panies to develop vaccines for dis-
eases common to poor countries.

The $1.5 billion program marks
a departure from previous charita-
ble efforts to increase poor coun-
tries’ access to vaccines. Instead of
buying existing drugs and giving
them away, the donors will guaran-
tee pharmaceutical companies a fu-
ture market big enough to justify
developing new vaccines needed in
nations too impoverished to afford
them on their own.

The donors—Italy, the U.K., Can-
ada, Russia, Norway and the Bill
and Melinda Gates Foundation—
plan to announce the initiative Fri-
day on the sidelines of a meeting of
top finance officials from the
Group of Eight major industrial
powers, according to Italian offi-
cials.

The first target will be a vaccine
to prevent pneumococcal disease,
which kills 1.6 million people in the
world a year, the majority of them

young children in the developing
world.

“It’s a great step for global
health,” said Orin Levine, associate
professor of international health at
Johns Hopkins University and a
longtime backer of the so-called ad-
vance-market commitment con-
cept. He projects the funding mech-
anism could prevent between five
million and eight million child
deaths by 2030.

The U.S. waxed enthusiastic
about the approach after Italy and
Britain began championing it four
years ago, but never came up with a
contribution. The program has
been in the works for some time
and its rollout was hampered by a
raft of legal issues.

The donors chose to go after
pneumococcal disease rather than
malaria, HIV-AIDS, tuberculosis or
other infectious illnesses in part be-
cause the prospects appear good
that new vaccines could hit the mar-
ket as early as next year.

Pneumococcus is a bacteria that

can cause pneumonia, septicemia
and meningitis, and is thought to
kill as many as one million children
under the age of five each year, ac-
cording to the World Health Organi-
zation. The toll is also dispropor-
tionately high among the aged,
poor and HIV-infected. Vaccines ex-

ist and are effective at preventing
pneumococcal disease in the U.S.
and Europe. But they are of limited
use against pneumococcus strains
prevalent in the developing world.

Mr. Levine said drug compa-
nies on their own don’t have suffi-
cient financial incentive to de-
velop vaccines that could stem the

deaths in poor countries.
New drug factories can cost

$200 million to $300 million to
build, on top of the cost of drug de-
velopment. In general, vaccines
reach the developing world 10 to 15
years after they become widely
used in rich countries, according to

a recent report written by a British
parliamentary panel.

“Usually, pharmaceutical com-
panies have very little interest in in-
vesting in this type of research,
since developing countries cannot
afford these vaccines when they
are developed,” the Italian Minis-
try of Economy and Finance said in

a written description of the pro-
gram.

The advance-market commit-
ment is intended to untie that knot.
The donors, working through
Unicef, the World Bank and the in-
ternational vaccine agency GAVI Al-
liance will promise to purchase
new pneumococcus vaccines that
meet specified criteria for safety,
durability and effectiveness.

At least two companies, Wyeth,
which produces a pneumococcus
vaccine used in the U.S., and Glaxo-
SmithKline PLC, have already sig-
naled an interest in developing a
new vaccine under the auspices of
the advance-market commitment
program, said Mr. Levine.

A Wyeth spokesman confirmed
the company’s interest and de-
scribed the approach as “an innova-
tive financing mechanism to help
accelerate the introduction of
needed vaccines in the least-devel-
oped countries.” GlaxoSmithKline
didn’t have an immediate com-
ment.

LEADING THE NEWS

The U.S. waxed enthusiastic about the
approach after Italy and Britain began
championing it four years ago, but never
came up with a contribution.
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Real Madrid offers record $131 million for Ronaldo
FROM PAGE ONE

By Charles Forelle

BRUSSELS—Rambus Inc. is
nearing a settlement that would
end its antitrust case with Euro-
pean Union regulators, according
to a person familiar with the mat-
ter.

The settlement—an offer of
“commitments” in EU terminology—
would end the case without a fine.

The EU antitrust watchdog ac-
cused the memory-chip-technology
company in 2007 of conducting a
“patent ambush” by participating
in a technology standards-setting
body without fully disclosing that it
held patents on aspects of the stan-
dard that the body subsequently
adopted. The regulator, in a prelimi-
nary ruling, said that behavior vio-
lated EU antitrust law.

Under EU procedure, outlines of
the proposed settlement will be
published in the EU’s Official Jour-
nal, as soon as Friday, a person fa-
miliar with the matter said. Ram-
bus will offer lower royalty rates to
customers of its chip technology,
but ask for more customers to pay
royalties. The EU will seek com-
ments on the commitments from
other players in the industry before
accepting.

The U.S. Federal Trade Commis-
sion separately pursued Rambus on
similar grounds for seven years, but
the agency lost its case in the U.S. Su-
preme Court earlier this year and de-
cided in May to give it up.

 —Don Clark in San Francisco
contributed to this article.

Rambus nears
agreement to end
EU antitrust case

Investors like Tom Hicks and
George Gilett, who own the Liver-
pool Football Club, need to refi-
nance a $500 million loan that
comes due in July, even as coach
Rafael Benitez plans to spend big to
recruit new players. West Ham, a
London-based team, was taken over
recently by an Icelandic bank in gov-
ernment control to stave off bank-
ruptcy. Spain’s Valencia is also cash-
strapped, and more than half-dozen
British clubs are for sale.

Banks used to be willing to ex-
tend big lines of credit to soccer
slubs, figuring that the recurring
revenues from ticket sales, TV
rights and potential growth from
planned stadiums made them good
bets. But revenues are declining as
the economic downturn deepens,
and player wages and transfer fees
keep going up.

It is an untenable mix for all but
the richest clubs like Manchester
United, Real Madrid, Chelsea and
Barcelona, which can generate reve-
nue from merchandising and inter-
national and domestic television
rights. According to a report from
the accounting firm Deloitte, Real
Madrid’s current broadcast deal gen-
erates about $210 million annually,
roughly 40% of its $500 million in an-
nual revenue.

Real Madrid is one of the most
decorated clubs in European soccer,
having won 11 European champion-
ships, but acquiring Ronaldo and
Kaká is more than simply an attempt
to regain the club’s former glory. It
is a financial gamble at a time when
the club’s competition for corporate
sponsorships, both locally and glo-

bally, has never been more intense.
The global economic crisis has

taken a bite out of advertising as
many marketers have cut their purse
strings and bailed out of ad deals for
TV, newspaper and radio. They are
even scaling back on Web ads.

Sports marketing hasn’t been im-
mune. Spending on sports sponsor-
ships globally is expected to grow 2%
this year to $31.7 billion, according to
IEG, a Chicago research firm owned
by WPP Group PLC. That would be the
slowest growth rate in the 24 years
IEG has been tracking the sector.

The tepid growth will likely force
Real Madrid to pass on the cost to
the fans.

“The advertisers won’t be able
offset this cost, not during this eco-
nomic meltdown,” says Kevin Adler,
chief solutions officer at Engage
Marketing, a Chicago sports-market-
ing firm.

The club’s offer to Mr. Ronaldo
broke the record it set in 2001 when
it signed Zinedine Zidane for $66
million. If Kaká and Mr. Ronaldo
come to Madrid (a move Mr.
Ronaldo has described as his
dream), they will join stars Raul,
Guti and Marcelo, creating one of
the world’s most star-studded pro-
fessional teams. Real Madrid has rid-
den the formula to greatness before,
acquiring Luis Figo in 2000 and
David Beckham in 2003, while rival
Barcelona prides itself on raising
homegrown talent.

Manchester United signed Mr.
Ronaldo in 2003 for $20 million. He
quickly emerged as one of the
world’s top players, scoring 118
goals over six seasons and winning
the game’s highest individual honor,
the Ballon D’Or, last year.

Mr. Ronaldo’s marketing agent
didn’t return phone calls seeking com-
ment, but a person familiar with the

situation says the Portuguese player
never formed close personal ties to
England in his time with Manchester
United. Manchester United Manager
Alex Ferguson blocked a move last
year, but once he became convinced
his star winger was determined to
leave, he agreed to the sale to Real
Madrid, the person said.

Manchester United is one of the
most heavily indebted clubs in Brit-
ain’s Premier League, with debt of
$1.07 billion at the end of the
2007-2008 season, the latest avail-
able figure. But the $131 million
transfer fee won’t be used to reduce
debt or be paid to the owners, Mal-
colm Glazer and his family. Instead,
the money will become part of a
fund available to Mr. Ferguson to
buy other players, according to a per-
son familiar with the matter.

A spokesman for the Glazer fam-
ily said it wasn’t behind the sale. “It
is up to the manager to decide who he

buys and sells,” the spokesman said.
No matter its financial implica-

tions, the move is a win for fans of
Spanish soccer. The rivalry between
Barcelona and Madrid, known as
“the derby,” is one of the greatest in
sports. It is fueled by simmering po-
litical resentments. During the
reign of Francisco Franco, Madrid
was the favored team of the fascist
establishment while Barcelona was
the team of the Catalan resistance.

Barcelona, which defeated
Manchester United 2-0 in the Cham-
pions League final on May 27 in
Rome, is guided by another of the
world’s top players, Lionel Messi,
who is also one of the most valuable
properties in soccer. His contract
with the team runs through 2014
and includes a $150 million buyout.

 —Leila Abboud and Suzanne
Vranica contributed

to this article.
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A masked child plays at a kindergarten in Hong Kong on Thursday, the same day
the city ordered all primary schools to be closed for two weeks.

Virus called a pandemic
Alert level raised
even as WHO says
flu is no more lethal

LEADING THE NEWS

By Mike Esterl

The World Health Organization
declared the first flu pandemic in 41
years,even asit stressed there are no
signs the H1N1 virus has turned more
lethal as it spreads across the globe.

The declaration Thursday by the
United Nations agency requires
countries not yet exposed to the new
influenza strain to rollout pandemic-
prevention plans and step up moni-
toring efforts.It also will likely accel-
erate efforts to develop a vaccine, ex-
pected to take several months.

WHO Director General Margaret
Chan said the “overwhelming major-
ity” of people diagnosed with the vi-
rus since it surfaced in Mexico in
April experienced mild symptoms
and recovered quickly without medi-
cal treatment.

But she warned that it appears
“inevitable” that the H1N1 virus,
also known as swine flu, will con-
tinue to spread and that it could
turn more virulent or affect differ-
ent populations differently.

“This early, patchy picture can

change veryquickly,”Ms.Chansaidin
a press conference Thursday, adding
thatthe virus is “very unpredictable.”

Public-health authorities worry
that the new flu strain could prove
moredangerousinundevelopedcoun-
tries with fewer health-care re-
sourcesandhigherratesofchronicdis-
eases that weaken immune systems.

The Geneva-based agency had
kept its global pandemic alert level
at phase five since late April, one
level below a full-blown pandemic.
A pandemic is declared following
significant outbreaks in at least two
regions of the globe.

As of Thursday, the WHO re-
ported 28,774 confirmed cases of
H1N1 in 74 countries, including 144
deaths. A sharp jump in cases in Aus-
tralia, where more than 1,300 peo-
ple have been diagnosed, contrib-
uted to the decision to raise the alert

level.
In Hong Kong, the government

on Thursday ordered the closure of
all nurseries, kindergartens and pri-
mary schools for two weeks after a
dozen students at one school tested
positive for swine flu.

As the number of cases grew in
other parts of the globe, including
Europe, South America and Asia,
WHO officials said in recent weeks
they were trying to walk a fine line
of avoiding complacency without
triggering hysteria.

While the new flu strain has
spread rapidly, less than 1% of re-
ported H1N1 cases have resulted in
deaths.

Thursday’s phase six declaration
isn’t likely to alter the way most au-
thorities handle the H1N1 outbreak
in countries already exposed to the
virus for several weeks.

“For all intents and purposes, the
U.S. government has been in phase
six of the pandemic for some time
now,” said Thomas Frieden, director
of the Atlanta-based Centers for Dis-
ease Control and Prevention.

The WHO reiterated Thursday
that countries shouldn’t impose
travel bans or close borders, even as
it recommends that people who are
sick stay at home and seek medical
attention in some instances.

By Jeanne Whalen

GlaxoSmithKline PLC has
started cutting prices on some
drugs in a number of Asian coun-
tries, seeking to make its products
more affordable to more people, the
company’s chief executive said
Thursday.

Glaxo in March cut prices on 28
products in the Philippines by 30%
to 50% and has reduced the price of
its cervical-cancer vaccine in Thai-
land, Malaysia and other countries,
Chief Executive Andrew Witty said
in a telephone interview. The com-
pany is considering more cuts in
other Asian markets, he said.

The price reductions are part of
Glaxo’s drive to build more sales in
emerging markets, partly by reach-
ing more consumers, Mr. Witty said.
“We’re ready to be flexible in our
business model to be sure [Glaxo] is
suited to the markets where we’re
working,” he said.

Price reductions in the Philip-
pines have led to increased volume
there over the past few months, he
said, noting that the number of pack-
ets of certain brands sold increased
by 15% to 40% over that period. The
company has been marketing its
price cuts to doctors, which has
helped drive the volume increases,
he said.

Mr. Witty said Glaxo won’t neces-
sarily make broad price cuts in all
Asian markets. In some countries, it
will combine price cuts on its
branded drugs with the introduc-
tion of more low-cost generic medi-
cines, he said.

Glaxo recently struck a market-
ing partnership with Aspen Phar-
macare Holdings Ltd. of South Af-
rica, giving it the right to sell many
of Aspen’s generic drugs in new mar-
kets. Most of these products aren’t
yet available in Asia, Mr. Witty said.

Glaxo reducing
some drug prices
to increase reach
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Those who have raced Le Mans will tell

you this: the gruelling 5,000-kilometre

race is not merely a competition, but a test

of will. See howwell your reflexes respond as you travel

through the dark of night at speeds of 351 km/h. The

challenge is so all-encompassing that it’s been known

to entirely drain participants – both physically and

emotionally. So howexhausting is awin? LeMans legend

Hurley Haywood once claimed: “If you have one ounce

of energy left, then you haven’t done your job properly.”

le mans, france
june 13th to 14th, 2009

l e mans 24 hours
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U.S. maps new Afghanistan plan
Special-ops veteran
says wars contributed
to shifting his views

take on key issues such as the econ-
omy, U.S. relations and its nuclear-
enrichment program hang in the
balance.

For now, Saudi officials are sa-
voring the weekend election vic-
tory in Lebanon of the so-called
March 14 alliance. The Western-
leaning bloc held on to its parlia-
mentary majority, despite some
polls predicting gains by an oppo-
sition coalition headed by Iranian-
backed Hezbollah.

“The vacuum of power among
the Arabs has finally been filled.
We can see that the balance is tip-
ping in our favor,” said one Saudi dip-
lomat.

A key player in ending the civil
war in Lebanon in 1989, Saudi Ara-
bia saw its influence there wane af-
ter the 2005 as-
sassination of
former Prime
Minister Rafik
Hariri, a billion-
aire who made
his fortune as a
contractor for
the Saudi royal
family. Since
then, the Saudis
have openly in-
tervened on be-
half of the gov-
ernment dominated by Mr. Hariri’s
party. It has pledged $1.5 billion to
prop up the country’s currency and
to help rebuilding efforts after the
2006 war between Hezbollah and Is-
rael.

Opposition politicians in Leba-
non accused Saudi Arabia of funnel-
ing money into the campaigns of pol-
iticians running alongside Mr. Hari-
ri’s son, Saad, who is now in the run-
ning to become Lebanon’s next
prime minister. Saudi officials have
denied interference.

Influential Saudi-owned re-
gional media outlets, however,
waged their own public-relations
campaign, warning in Lebanon of a
looming crisis should Hezbollah and
its allies win.

After the elections, Saudi’s King
Abdullah sent congratulations to
the Lebanese people for their “suc-
cessful” elections. Tariq Al-
homayed, editor of Asharq al-Awsat
newspaper, owned by a brother of
the king, went further, declaring in
an editorial that the results showed
“the fall of the Iranian project” in
Lebanon.

Such success in other parts of the
Arab world where Iran holds sway,
such as Syria and the Palestinian ter-
ritories, could become easier de-
pending on the outcome of Iran’s
presidential elections, according to
Saudi officials and analysts.

Unlike the Lebanese elections,
where the Saudis openly backed can-
didates, Riyadh hasn’t publicly de-
clared a preference in the Iranian
race. However, Saudi relations have
always been closer with reform ele-
ments in power in Tehran. Privately,
Saudis say that they, like Washing-
ton, would like to see a change of
leadership there.

In 1997, Riyadh restored diplo-
matic relations severed after the
1979 Islamic revolution, upon the ad-
vent of President Mohammad
Khatami to power. Mr. Khatami, who
is close to election front-runner Mr.
Mousavi, visited Riyadh last month
on what officials there described as
a private visit.
 — Farnaz Fassihi

contributed to this article.
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By Peter Spiegel

WASHINGTON—When Gen. Stan-
ley McChrystal told the U.S. Senate
last week that troops in Afghanistan
will have to make cultural sensitivi-
ties central to military operations,
he didn’t sound like a man who
spent most of his career in the spe-
cial-operations world training sol-
diers to kill enemies quickly and
stealthily.

But in his first interview since be-
ing named commander in Afghani-
stan, Gen. McChrystal said his front-
row seat to the Iraq and Afghan
wars has shifted his views. He was
confirmed unanimously by the Sen-
ate Wednesday night.

Having watched the U.S. trying
and failing to put down insurgencies
in both countries through force, the
former Green Beret said he believes
that to win in Afghanistan, “you’re
going to have to convince people,
not kill them.”

“Since 9/11, I have watched as
America tried to first put out this
fire with a hammer, and it doesn’t
work,” Gen. McChrystal said. “De-
capitation strategies don’t work.”

Gen. McChrystal is the latest U.S.
military leader to be challenged in a
new way by Iraq and Afghanistan,
despite a lifetime of training and ex-
perience.

“Over time, there’s been a sort-

ing out,” said Kalev Sepp, a retired
Green Beret who until January
helped oversee special-operations
forces at the Pentagon. “There were
general officers who were very un-
comfortable with counterinsur-
gency, never quite got it. But others
rose up.”

Gen. McChrystal comes into his
new job amid concerns in some cor-
ners that his background doesn’t
suit him to the task.

Asked whether his years com-
manding forces trained as elite raid-
ers could complicate his ability to
conduct the culturally sensitive cam-
paign plan he envisions, Gen. Mc-
Chrystal said: “I don’t think so, but
it’s a fair question.”

Defense Secretary Robert Gates
has given his new commander 60
days to come up with a campaign
plan.

Gen. McChrystal has indicated it
will closely resemble the strategy
used in Iraq by Gen. David Petraeus,
now Gen. McChrystal’s boss as head
of all U.S. troops in the region.

Taking a page from the Iraq
surge, Gen. McChrystal said he will
push soldiers further out of their
bases and among local residents,
both to bring a sense of stability to
an unsettled population and to bet-
ter develop a nationwide intelli-
gence picture.

But unlike Iraq surge command-
ers, who had more than 170,000
American forces, Gen. McChrystal
said he remains unsure whether the
troop levels he is inheriting will be
adequate—despite the Obama ad-
ministration’s commitment to bring
the U.S. presence up to 68,000 by

year’s end, to go along with 35,000
allied forces.

Others close to Gen. McChrystal
are more concerned. “What’s going
in there is not nearly going to con-
trol the south,” said a retired senior
U.S. officer who has worked with
Gen. McChrystal, speaking of Af-
ghanistan’s restive southern prov-
inces, where the bulk of new U.S.
troops are headed.

Gen. McChrystal said his back-
ground is more rounded than some
skeptics give him credit for. In addi-
tion to spending several years com-
manding infantry outside special op-
erations—he twice succeeded Gen.
Petraeus in leadership posts in con-
ventional airborne units—he did
year-long stints at Harvard Univer-
sity and the Council on Foreign Rela-
tions that he says helped expand his
world view.

“I’ve touched all parts of the spec-
trum, and I know what I believe
based on experience, not just the-
ory,” he said.

Gen. McChrystal recalled multi-
ple instances where friends and men-
tors advised him to return to “gen-
eral purpose” forces, where the
more important command posts
are, to this day, seen as central to ad-
vancement in the army.

“I had some very close friends
and respected people who said:
‘You’ve already been in the Rangers,
you’ve commanded a battalion al-
ready, go on and grow up,’ ” he re-
called of a 1994 offer to return to the
Rangers, the elite light infantry who
specialize in clandestine raids be-
hind enemy lines.

But at almost every turn, Gen. Mc-

Chrystal chose to return to special
operations, drawn by the ethos of
the military’s secretive raiders. Be-
cause of that choice, however, much
of his recent career remains classi-
fied.

During the 1993 Persian Gulf
War, he was a senior officer at the
headquarters that ran “black ops”
during the conflict. Other than con-
firming he was in Saudi Arabia dur-
ing the war, Gen. McChrystal said he
was unable to discuss missions—or
even officers who mentored him.

Similarly, his five years com-
manding the same unit from 2003 to
2008 means most of his work in the
Iraq and Afghanistan wars also re-
mains out of public view.

Some familiar with that time
said that while his focus was on tar-
geting individuals such as Saddam
Hussein and insurgent leader Abu
Musab al-Zarqawi, both of whom
were hunted down by his units, Gen.
McChrystal also worked to limit ci-
vilian casualties—a tactical deci-
sion he felt helped win over locals.

“This was not smash-and-grab,”
Mr. Sepp said. “He had the sense
that if they were going to build intel-
ligence networks, which are essen-
tial in counterinsurgency, you
needed to be very careful and very
discreet about the kind of opera-
tions you conducted.”

It is a view that Gen. McChrystal
said he will bring to Afghanistan, em-
phasizing intelligence gathering to
ensure that everything from military
operations to development projects
help win the support of Afghans.
“The thing I believe in most is: under-
standing what you’re trying to do,
and the effects of what you do.”

Conservative leader poses challenge to Brown

FROM PAGE ONE

Leader of the pack | Conservatives top U.K. survey
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government,” without much elabo-
ration, while pledging not to cut
health spending. He has encouraged
suspicion in other European capi-
tals by vowing to hold a referendum
on the European Union’s pending
Lisbon Treaty, which would cede
power to EU institutions from EU
member states.

While Mr. Brown and his col-
leagues frequently charge that the
Conservatives are a “do nothing”
party, others have called for ex-
plicit policy proposals as well.

Mr. Cameron “has modernized
the party, he has made it electable,”
says Vernon Bogdanor, who was
Mr. Cameron’s professor of govern-
ment at Oxford University. “But
now he has got to put forward an
agenda.”

Mr. Bogdanor remembers the
Conservative leader as one of the
ablest pupils he ever taught—a
“nice, courteous, old-fashioned”
student whose main spare-time ac-
tivities were playing cricket and
tennis, “badly.”

Mr. Cameron was elected to Par-
liament in 2001 after honing his me-
dia skills during his only stint out-
side politics, seven years as head of
communications at media company
Carlton Communications PLC.

Michael Green, the media mag-
nate who hired him, says Mr. Cam-
eron was bright, ambitious and fo-
cused on two things: his career and
his marriage. On U.S. investor road
shows, Mr. Cameron was usually
the first to bed. “It was very clear
that he was not a party animal.
David was tucked up in bed with a
book when the rest of us were think-

ing about what else we might go on
to do.”

Mr. Cameron and Mr. Brown are
studies in contrasts. The Conserva-
tive leader exudes a relaxed charm
and self-confidence, while Mr.
Brown emits an air of dour inten-
sity.

They have a tragedy in common:
Both lost their firstborn. Jennifer,
the daughter of Mr. Brown and his
wife, Sarah, died in 2002, 12 days af-
ter her premature birth. Mr. Cam-
eron and his wife, Samantha, lost

their six-year-old severely disabled
son Ivan, the eldest of three, in Feb-
ruary.

But Mr. Cameron is more often
compared with Mr. Brown’s telege-
nic predecessor, Tony Blair. Both
Mr. Cameron and Mr. Blair were ed-
ucated at expensive private schools
and at Oxford University. Both took
over a party in opposition and re-
shaped it to confront an increas-
ingly unpopular government in po-
litical disarray.

Though slow to react to the eco-

nomic crisis, Mr. Cameron has
played an increasingly confident
hand, even when his own party has
been in the crosshairs. With the po-
litical system in turmoil over revela-
tions of expenses abuses by politi-
cians, the Conservatives were impli-
cated as deeply as Labour. Yet at al-
most every turn, Mr. Cameron
seemed to be a step ahead of Mr.
Brown in reacting to public outcry.

Days after the scandal broke,
Mr. Cameron gathered his mem-
bers of Parliament at Conservative
Party headquarters. He said “this is
a hell of a mess for everyone, it is
crucially important that we don’t
wait” for a solution, recalls Mal-
colm Rifkind, a former foreign sec-
retary. The room burst into ap-
plause. “He didn’t ask, he told,” Mr.
Rifkind says.

Yet Mr. Cameron has also faced
criticism, even from within his own
party, over whether he is prepared
to lead the country. “He’s very
bright, David, but he lacks experi-
ence” outside of politics, says Nor-
man Tebbit, the Conservative chair-
man under Mrs. Thatcher.

His opponents also accuse Mr.
Cameron of being too smooth and
superficial. “He may be likable and
sometimes hard to disagree with,
but he is empty,” David Miliband,
the foreign secretary, has said.

Whether that matters in these
difficult times for Labour is an-
other matter. “The next election
will not be about David Cameron. It
will be about Gordon Brown,” says
Sir Robert Worcester, founder of
polling organization Mori. “His
principal strength is that he’s
leader of the opposition at a time of
a very unpopular government.”

Continued from first page
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Crispin, Porter + Bogusky is known for its offbeat advertising, like Burger King’s 2004 ‘subservient chicken’ campaign.
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In China, advertisers create films

Crispin ventures into Europe
Firm embarks on international expansion by acquiring Swedish digital-ad firm Daddy
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By Suzanne Vranica

Crispin, Porter + Bogusky, one of
the more-successful U.S. advertis-
ing agencies, said it is expanding
abroad, launching CP+B Europe by
acquiring Daddy, a digital-ad firm in
Gothenburg, Sweden.

Daddy, which has 50 employees,
works on behalf of
marketers includ-
ing H.J. Heinz and

the Scandinavian airline SAS. Terms
of the purchase weren’t disclosed.

The move into Europe is a rever-
sal for Crispin, which is owned by
MDC Partners. It has long said it
didn’t need to have an office outside
North America, even suggesting it
could just keep its Miami and Colo-
rado offices open around the clock
to service business overseas.

“Over the past couple of years,
not having overseas capabilities has
dinged us with potential clients,”
said Alex Bogusky, Crispin’s co-chair-
man. “Conversations just stopped
when some marketers learned we
have no overseas offering.”

Crispin, known for its offbeat
style, has created attention-getting
ads for marketers such as Microsoft,
Burger King, Volkswagen and Coca-
Cola. For Burger King, it crafted the
“subservient chicken” campaign in
2004, which included a Web site
where a man in a chicken suit ap-
peared to follow commands—like
stand on one foot, sit on the couch, do
yoga—typed in by the site’s visitors.

Not all of Crispin’s pitches have
been well-received. Its Microsoft ads
last year featuring Jerry Seinfeld
and Bill Gates were largely panned
by viewers and ad experts. Despite
the criticism, the agency has won ad-
ditional ad work from Microsoft.

Crispin’s expansion plans haven’t
always gone smoothly. The agency
ended up shutting its creative out-
post in Los Angeles in 2004 after the
office’s efforts to land new accounts
failed to live up to expectations.

The shop’s latest move reflects

the need for advertising firms to ex-
pand beyond the U.S. to find growth,
an imperative that has taken on new
urgency during the recession, which
has caused a sharp contraction on
Madison Avenue. Some of the larger
ad agencies, such as Interpublic
Group’s McCann-Erickson and
WPP’s Ogilvy & Mather, have hun-
dreds of offices around the globe.

That geographic footprint has
helped during economic slow-
downs. Ad giants and their corpo-
rate owners have enjoyed a bit of a
buffer during this recession, too,
from their exposure to marketers in
China and India, where the business
is still growing.

While Europe’s ad market is also
suffering a major pullback, it is ex-
pected to perform slightly better
than North America’s this year. Ad
spending in North America is ex-
pected to slide 8.3% in 2009, com-
pared with a 6.7% decline in Western
Europe, according to ZenithOptime-
dia, the media-buying firm owned
by Publicis Groupe.

Crispin said its European ven-
ture isn’t a bid to defend itself from
the ad recession. It said it has been
seeking a way to better serve and
win more business from existing cli-
ents like Microsoft and Burger King,
both of which do a lot of marketing
outside North America.

Mr. Bogusky said the agency
won’t open hundreds of offices
around the global, but will open
three or four in other regions. Until
now, it has managed to service its ac-
counts in Europe through three
small outposts there.

Admired in the industry for its
ability to attract new clients, Crispin
hasn’t landed any this year, though it
won a lot of new business last year, in-
cluding from Hulu.com, the online-
video joint venture of General Elec-
tric’s NBC Universal and News Corp.,
as well as Gap’s Old Navy and Activi-
sion Blizzard’s Guitar Hero video-
game franchise. News Corp. also
owns The Wall Street Journal.

By Sofia Celeste

ROME—Prada SpA has been ap-
proached by potential investors seek-
ing a minority stake in the Italian fash-
ion house, a company spokesman
said Thursday.

“The company received expres-
sions of interest from different pri-
vate-equity funds,” Prada spokesman
Andrea Gaudenzi said in an interview,
adding that the fashion house has no
interest in selling a stake.

Like many family-owned fashion
companies, Prada’s finances have
come under strain amid the global
downturn in luxury goods sales,
whetting the appetite of investment
funds aiming to secure a foothold in
Prada’s capital. Italian fashion de-
signer Roberto Cavalli recently an-
nounced plans to sell a minority
stake in his namesake label to a pri-
vate equity firm.

Designer Muccia Prada and her
husband, Chief Executive Patrizio Ber-
telli, who together own 95% of the
company, have recently entered talks
with Italian banks to extend the pay-
ment on debt that is weighing down
the family holding company, Prada
BV, according to a person familiar
with the matter. About Œ350 million
of the holding company’s total Œ600
million debt is set to expire by
mid-2010, the person said.

The fashion house on Thursday
also plugged a major gap in its man-
agement ranks, announcing the ap-
pointment of Sebastian Suhl as chief
operating officer. Mr. Suhl, who previ-
ously served as chief executive officer
of Asia operations, succeeds Brian
Blake, who left the company in April.

Over the years, Prada has racked
up a sizeable debt by building new
stores in emerging luxury markets. In
the year ended Jan. 31, Prada said net
investment totaled Œ158.7 million,
while its net debt amounted to Œ537.4
million.

For years, Prada was poised to
raise funds through a listing on the Mi-
lan stock exchange. The financial cri-
sis, however, forced the company to
shelve the plans.

Prada opened its capital to out-
side investors in 2006, when it sold a
5% stake to Italian bank Intesa San-
paolo SpA.

CORPORATE NEWS

By Mei Fong

BEIJING—The line between ad-
vertisers and entertainment pro-
ducers is rapidly blurring in China,
as many brands go online with
their own films and Web series, tak-
ing advantage of the shortage of
popular shows on China’s state-
controlled TV.

Increasingly, advertisers are
moving from being mere sponsors
of online entertainment to building
plots around their products. Among
the latest to jump on the bandwagon
is French liquor company Pernod
Ricard SA. In late April, Pernod
launched an interactive online
movie to promote one of its cognac
brands, Martell Noblige.

Called “Style, Experience,” the
film plays like a watered-down hom-
age to James Bond and “The Bonfire
of the Vanities.” The plot centers
around a crucial day in the life of
Ken, a dashing Shanghai native who
tools around in a BMW, lives in a gun-
metal-gray bachelor pad and has
plenty of rich-boy toys.

Viewers determine the plot and
length of the movie, which can last

from eight to 18 minutes, as they
“help” the hero make choices that
could ultimately result in him get-
ting promoted and winning the girl,
or ending up dateless and jobless.
(The movie airs on Martell’s local
Web site http://www.martellnoblige.
com.cn.)

Product placement, while hardly
subtle, isn’t intrusive, with cognac
bottles lurking in the background as
Ken—played by talk-show host Bai
Xuxu—dates and otherwise disports
himself, backed by a sophisticated
soundtrack.

The movie marks the culmina-
tion of a yearlong digital-ad cam-
paign by Pernod, in which the com-
pany, among other things, sent blog-
gers to various Chinese cities to re-
view trends.

Pernod won’t disclose the cost
of the campaign, which is intended
to help establish Martell Noblige in
China’s $37 billion-a-year spirits
market. China is the world’s sec-
ond-largest cognac market in
terms of volumes consumed, be-
hind the U.S., according to re-
searcher Euromonitor Interna-
tional.

Pernod has established a strong
foothold in the Chinese market,
overtaking Rémy Cointreau Group
for second place, with 26% market
share, compared with Remy’s 20%,
as of 2007, the latest data available
from Euromonitor. Both companies
still lag behind leader LVMH Moët
Hennessy Louis Vuitton, which
holds a 44% market share.

Pernod’s Martell Noblige is rela-
tively new to China’s cognac con-
sumers, who are more familiar with
Martell VSOP and XO. Noblige is typi-
cally served in mixed drinks, and is
intended for a much younger audi-
ence, says Yann Lombard-Platet,
managing director at ad agency Nu-
run, which created the campaign.
“The way to engage this audience is
to provide entertainment and con-
tent,” he says.

It’s something Chinese audi-
ences don’t seem to mind. “People
in China have fewer options for en-
tertainment. They think, ‘So long
as you give me something interest-
ing, I don’t mind if your brand
somehow shows up,’ which is some-
thing that viewers in the U.S. or Eu-
rope would be less receptive to,”

said Chris Reitermann, president
of OgilvyOne China, a unit of ad
holding company WPP.

Last year, Anglo-Dutch con-
sumer-goods maker Unilever
launched a Chinese version of ABC-
TV’s comedy “Ugly Betty,” called
“Ugly Wudi,” with plotlines that
plug Dove soap. Earlier this year,
Sony Corp.’s Sony Pictures Televi-
sion International kicked off
“Sufei’s Diary,” a Chinese twist on
“Sofia’s Diary,” a Web series that
originated in Portugal; the Chi-
nese version touts Sony and Clin-
ique products in three-minute
daily episodes.

ADVERTISING

The fashion house on
Thursday also named
Sebastian Suhl as
operating chief.

Prada turns away
investors seeking
minority stake
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 33.30 $24.79 0.51 2.10%
Alcoa AA 60.50 12.22 0.73 6.35%
AmExpress AXP 24.10 25.63 –1.06 –3.97%
BankAm BAC 506.20 12.97 0.99 8.26%
Boeing BA 11.20 50.66 –1.64 –3.14%
Caterpillar CAT 9.60 37.61 –0.01 –0.03%
Chevron CVX 13.20 71.90 1.68 2.39%
Citigroup C 157.30 3.48 0.00 0.00%
CocaCola KO 9.20 48.58 0.58 1.21%
Disney DIS 8.90 25.23 0.13 0.52%
DuPont DD 9.40 27.11 0.34 1.27%
ExxonMobil XOM 26.90 74.05 0.21 0.28%
GenElec GE 67.70 13.46 0.06 0.45%
GenMotor GMGMQ 0.00 1.21 0.00 0.00%
HewlettPk HPQ 14.40 37.23 0.44 1.20%
HomeDpt HD 17.40 24.23 –0.16 –0.66%
Intel INTC 49.30 16.35 –0.11 –0.67%
IBM IBM 8.60 109.40 1.05 0.97%
JPMorgChas JPM 63.80 34.94 0.10 0.29%
JohnsJohns JNJ 11.90 56.05 0.39 0.70%
KftFoods KFT 8.90 25.95 0.10 0.39%
McDonalds MCD 8.70 57.67 –0.69 –1.18%
Merck MRK 16.30 26.19 0.60 2.34%
Microsoft MSFT 60.30 22.83 0.28 1.24%
Pfizer PFE 66.80 14.63 0.58 4.13%
ProctGamb PG 9.40 52.01 –0.07 –0.13%
3M MMM 3.30 60.58 0.12 0.20%
UnitedTech UTX 4.70 55.55 0.05 0.09%
Verizon VZ 11.80 29.75 0.22 0.75%
WalMart WMT 20.30 49.32 –0.74 –1.48%

Dow Jones Industrial Average P/E: 13
LAST: 8770.92 s 31.90, or 0.37%

YEAR TO DATE: t 5.47, or 0.1%

OVER 52 WEEKS t 3,370.66, or 27.8%

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

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

JPMorgan $2,134 10.0% 50% 32% 14% 4%

Goldman Sachs 1,567 7.4% 48% 23% 27% 2%

Bank of America Merrill Lynch 1,526 7.2% 33% 39% 21% 7%

Morgan Stanley 1,406 6.6% 49% 27% 24% …%

Citi 1,335 6.3% 29% 38% 26% 7%

UBS 1,088 5.1% 40% 27% 31% 3%

Credit Suisse 985 4.6% 44% 37% 18% 1%

Deutsche Bank 978 4.6% 34% 43% 20% 3%

Barclays Capital 825 3.9% 24% 61% 12% 4%

Source: Dealogic

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

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

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

Carlton Comms 523 –74 –71 –226 Stmicroelectronics  88 1 –1 –27

ITV  541 –72 –59 –231 Alstom 162 2 ... –34

ArcelorMittal Fin 499 –29 –2 –146 Havas 380 2 9 –7

Aegon  203 –28 –42 –109 ASSA ABLOY  92 2 –1 –8

Metro 210 –26 12 –34 Schneider Elec 97 2 –3 –14

Contl 725 –26 –80 –163 CIR SpA CIE Industriali Riunite 487 2 6 –52

Legal & Gen Gp  403 –22 –30 –109 FKI  128 3 5 –72

ThyssenKrupp 432 –21 6 –29 TUI 1488 4 17 –212

Rhodia 858 –16 40 –56 Porsche Automobil Hldg  504 4 31 111

Glencore Intl  634 –14 –39 –271 Norske Skogindustrier 1051 13 56 23

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

Barclays U.K. Banks $48.7 3.05 5.55% –0.7% –47.6%

ArcelorMittal Luxembourg Iron & Steel 52.6 25.80 3.78 –58.1 ...

UBS Switzerland Banks 43.8 16.04 2.82 –34.1 –71.6

L.M. Ericsson Tel B Sweden Telecoms Equipment 28.7 74.00 2.78 2.8 –35.9

Daimler Germany Automobiles 37.8 27.85 2.67 –36.3 –25.8

Anglo Amer U.K. General Mining $39.1 17.62 –1.84% –44.7 –12.6

BP U.K. Integrated Oil & Gas 179.0 5.24 –1.64 –11.8 –12.6

BHP Billiton U.K. General Mining 55.9 15.17 –1.11 –17.7 54.5

ING Groep Netherlands Life Insurance 23.1 7.91 –1.11 –65.1 –73.0

SAP Germany Software 51.6 29.90 –0.40 –12.9 –24.5

...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

GlaxoSmithKline 99.9 10.59 2.57% –1.4% –27.4%
U.K. (Pharmaceuticals)
BNP Paribas 72.9 49.55 2.57 –19.2 –29.1
France (Banks)
Vodafone Grp 110.4 1.15 2.46 –23.2 –1.0
U.K. (Mobile Telecoms)
Assicurazioni Genli 32.0 16.12 2.35 –36.0 –35.2
Italy (Full Line Insurance)
HSBC Hldgs 155.8 5.48 2.29 –24.1 –32.8
U.K. (Banks)
UniCredit 45.0 2.03 2.27 –40.5 –58.4
Italy (Banks)
ENI 103.4 18.35 2.23 –25.1 –19.0
Italy (Integrated Oil & Gas)
ABB 39.2 18.12 2.08 –40.9 27.2
Switzerland (Industrial Machinery)
Bayer 45.1 41.90 2.00 –21.8 25.8
Germany (Specialty Chemicals)
Roche Hldg Pt. Ct. 95.2 145.60 1.89 –18.2 –23.6
Switzerland (Pharmaceuticals)
Diageo 38.9 8.54 1.67 –11.4 –5.6
U.K. (Distillers & Vintners)
Tesco 47.2 3.63 1.59 –6.3 9.8
U.K. (Food Retailers & Wholesalers)
Deutsche Bk 38.4 47.84 1.56 –22.8 –42.9
Germany (Banks)
Astrazeneca 60.4 25.17 1.33 19.0 –17.8
U.K. (Pharmaceuticals)
BASF 40.7 31.45 1.32 –33.2 4.8
Germany (Commodity Chemicals)
E.ON 71.9 25.55 1.31 –40.6 –8.1
Germany (Multiutilities)
GDF Suez 84.2 27.30 1.30 –33.7 6.6
France (Multiutilities)
BG Grp 67.7 11.45 1.15 –7.9 74.0
U.K. (Integrated Oil & Gas)
Banco Santander 92.0 8.02 1.01 –30.2 –20.4
Spain (Banks)
Banco Bilbao Vizcaya 46.2 8.76 0.92 –34.1 –41.9
Spain (Banks)

Credit Suisse Grp 55.7 50.55 0.90% 2.9% –23.0%
Switzerland (Banks)
Sanofi-Aventis 85.6 46.26 0.85 7.6 –37.1
France (Pharmaceuticals)
Intesa Sanpaolo 42.0 2.52 0.80 –34.1 –43.6
Italy (Banks)
Soc. Generale 35.2 43.03 0.77 –26.2 –57.4
France (Banks)
Unilever 43.4 17.97 0.76 –11.0 6.2
Netherlands (Food Products)
Deutsche Telekom 49.0 7.98 0.69 –23.3 –37.0
Germany (Mobile Telecoms)
British Amer Tob 55.8 16.68 0.54 –10.6 24.4
U.K. (Tobacco)
Allianz SE 44.1 69.25 0.54 –38.5 –40.4
Germany (Full Line Insurance)
Siemens 69.9 54.31 0.54 –25.1 –14.0
Germany (Diversified Industrials)
AXA 43.4 14.77 0.48 –30.1 –39.1
France (Full Line Insurance)
Rio Tinto 52.4 31.57 0.29 –45.8 14.9
U.K. (General Mining)
France Telecom 59.2 16.08 0.28 –11.9 –5.9
France (Fixed Line Telecoms)
Novartis 106.1 43.10 0.28 –18.4 –33.0
Switzerland (Pharmaceuticals)
Telefonica 102.1 15.42 0.19 –12.9 20.6
Spain (Fixed Line Telecoms)
Iberdrola 42.4 6.04 ... –33.2 –4.6
Spain (Conventional Electricity)
Koninklijke Philips 18.8 13.75 ... –41.6 –39.2
Netherlands (Consumer Electronics)
Total 138.6 41.55 –0.14 –21.5 –14.2
France (Integrated Oil & Gas)
Nestle 140.1 39.28 –0.25 –22.1 6.7
Switzerland (Food Products)
Nokia 60.8 11.36 –0.35 –32.3 –29.0
Finland (Telecoms Equipment)
Royal Dutch Shell 98.1 19.65 –0.38 –24.9 –21.5
U.K. (Integrated Oil & Gas)

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 0.03% 1.10% 1.5% 3.9% -5.7%
Event Driven 0.39% 1.32% 2.8% 4.8% -25.5%
Equity Market Neutral 0.41% -0.05% -2.1% -3.4% -11.7%
Equity Long/Short 0.48% 0.88% 0.1% 0.3% -19.6%

*Estimates as of 06/10/09, 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 1.05 103.69% 0.02% 1.87 1.02 1.41

Eur. High Volatility: 11/1 2.21 106.77 0.04 3.89 2.03 2.83

Europe Crossover: 11/1 6.72 111.16 0.10 9.71 6.60 8.16

Asia ex-Japan IG: 11/1 1.69 108.10 0.04 3.84 1.58 2.64

Japan: 11/1 1.56 116.37 0.05 4.33 1.50 2.71

 Note: Data as of June 10

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

In percentage points
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Source: Markit Group

BLUE CHIPS & BONDS

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

By Stefania Bianchi

DUBAI—Airlines based in oil-
rich Gulf countries are expected to
drive orders at the Paris Air Show
next week, but there are growing
signs that the global economic crisis
is catching up to them.

In recent years, carriers from the
Middle East have dominated air
shows in Dubai and Farnborough,
England, as well as at the giant avia-
tion-industry gathering in Le Bour-
get, France. Gulf nation airlines,
their coffers swelled with oil reve-
nue, placed huge orders with Boeing
Co. and Airbus.

Like so many airlines around the
globe, however, the Gulf nation carri-
ers are seeing weaker demand for
the higher-margin business-class
and first-class tickets. While re-
gional traffic is growing, it isn’t
keeping up with capacity expansion.
Emirates Airline this week hinted
for the first time that it may slow
some of its plane deliveries from
next year onward. The carrier,
which last month posted an 80%
drop in full-year net profit, has a $52
billion order book and expects to
take delivery of about 10 new planes
a year for the next 15 years or so.

Bill McKnight, a Dubai-based avi-
ation specialist at management-
consultancy firm A.T. Kearney, says
airlines in the region have over-or-
dered on planes. “This overcapacity

situation was clearly developing be-
fore the current economic crisis
and has only been made worse as a
result of it.”

A downturn in the region’s air-
lines would have broad implica-
tions for Boeing and Airbus, a unit
of European Aeronautic Defense &
Space Co., because Middle Eastern
airlines and leasing companies are
among the customers still placing
orders for jetliners after the indus-
try’s three-year order boom came
to an end in the fall of 2007. Last
year, Middle Eastern customers ac-
counted for more than 20% of firm
orders at both plane makers. To-
gether, the Gulf’s three largest carri-
ers—Emirates Airlines, Etihad Air-
ways and Qatar Airways—have
some 564 aircraft on order, valued
at about $135 billion.

Many Gulf-based carriers are
still expected to be behind some of
the biggest orders in Paris. Qatar Air-
ways, one of Boeing’s biggest 787

customers, hopes to steal the show
with a “significant” announcement.

“Qatar sees a need to assert its
imprint on the global market and,
amid the order silence, this is a
good time to be heard,” said Peter
Harbison, executive chairman of
Sydney-based think tank Centre for
Asia Pacific Aviation. “It is of course
a much better time than it was last
year to be getting a good deal from
the manufacturers, so there is some
logic there.”

Etihad, which dominated the
Farnborough show in July with a
$20 billion order split between Boe-
ing and Airbus, said it will make a
“more modest, but still significant”
announcement at Le Bourget.

In Dubai, real-estate develop-
ment, which has fueled local
growth and drawn foreign resi-
dents and investors, has plum-
meted. Tourist numbers, which
served as the backbone for Emir-
ates’ expansion, have also fallen.

Jet demand ebbs in Gulf
Orders from Mideast
a worry as economy
weighs on air travel

Club Med files complaint
against French financier

New plane orders by Middle Eastern airlines, such as Dubai-based Emirates, could
be more reserved than those in recent years at next week’s Paris Air Show.

CORPORATE NEWS

By Paulo Prada

And Mike Esterl

Airlines on Thursday forecast
more industry woes amid the reces-
sion, as slumping demand for travel
and higher fuel prices are prompt-
ing carriers including AMR Corp.’s
American Airlines and Delta Air
Lines Inc. to further reduce the num-
ber of flights they operate.

Despite massive cuts over the
past year to industry capacity, or
the number of seats that airlines put
in the air, the chief executives of ma-
jor carriers, speaking at an investor
conference in New York, said they
still aren’t earning enough to fully
cover the cost of their operations.
Confronted by soaring fuel prices
last summer and the onset of the eco-
nomic downturn last autumn, air-
lines slashed schedules and
grounded aircraft in a bid to elimi-
nate unprofitable routes and better
balance supply with demand.

Though that helped forestall big-
ger immediate problems as the eco-
nomic crisis worsened, the sus-
tained downturn means that air-
lines continue to battle slumping
ticket sales even as the cost of oil
has once more begun to soar. After
retreating last autumn and over the
winter, the cost of jet fuel, the indus-
try’s biggest expense, already has
climbed more than 20% since the be-
ginning of the year.

While fuel prices aren’t expected
to reach the heights they did in 2008,
any rise in costs is significant at a
time of falling revenues, uncertain fu-
ture demand and hindered access to
financial markets. Today’s airline in-
dustry, warned Gerard Arpey, AMR’s

chairman and chief executive, wasn’t
“built for an environment of nega-
tive global economic growth and non-
functioning capital markets.”

“It’s a very difficult time,” added
Gary Kelly, chairman and CEO of
Southwest Airlines Co. “Earnings
are going to be severely stressed un-
til the economy changes.”

Airlines also highlighted other
difficulties, including the impact of
the swine-flu pandemic on travel to
and from Mexico and Asia. Continen-
tal Airlines Inc. earlier this month
said the outbreak had cost it $30 mil-
lion in revenue in May, and Delta on
Thursday said the scare could cost
the airline as much as $150 million
in the second quarter.

Lower demand means that the
busy summer travel season, a crucial
time for industry earnings, already
appears to be in trouble. Larry Kell-
ner, chairman and CEO of Continen-
tal, said leisure travelers continue to
fly, but at prices that do little to
boost the airline’s bottom line. All-
important business travelers, he
added, continue to stay away.

Continental and Southwest both
said they would monitor traffic over
the next few months before decid-
ing whether to cut capacity more ag-
gressively. But Delta and American,
both of whom have been hit hard by
the significant drop in demand on
foreign flights, signaled plans to
scale back their operations more
than previously announced.

Delta said it would scale back its
foreign capacity by 15% by the end of
the 2009, compared with last year.
Combined with a 6% cut in domestic
capacity, the carrier’s total network
capacity will be about 10% smaller

than it was a year ago. In a memo to
employees, Delta executives said
“declining revenues will overtake
the more than $6 billion in total ben-
efits we expect this year” from ca-
pacity cuts, lower fuel prices and
cost synergies after its takeover of
Northwest Airlines last year, an ac-
quisition that made Delta the
world’s largest airline as measured
by passenger traffic.

American, for its part, said the
current difficulties would force it to
trim capacity during the second half
of the year by an additional two per-
centage points, meaning overall ca-
pacity by the end of 2009 will be
7.5% smaller compared with a year
earlier. Advance bookings for the
summer, Mr. Arpey said, are already
down two percentage points com-
pared with last year.

Earlier this week, the Interna-
tional Air Transport Association, a
global trade group, said it expects
the world-wide downturn to prompt
losses of as much as $9 billion this
year for the international airline in-
dustry. The forecast is nearly double
that of an earlier estimate by the
trade group.

Separately, Boeing Co., the air-
craft manufacturer, on Thursday
said the economic downturn and an
expected decrease in demand for re-
gional jets led to a drop in its fore-
cast for long-term demand for com-
mercial airplanes. The aerospace
company said it expects a market
for 29,000 commercial aircraft over
the next 20 years, representing a
value of about $3.2 trillion. A year
ago, Boeing said it expected demand
over the next two decades for a total
of 29,400 aircraft.
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By Nathalie Boschat

And Max Colchester

PARIS—French resort operator
Club Méditerranée SA, reeling from
a Œ22 million ($30.9 million) net
loss for its fiscal first half, disclosed
Thursday that it is taking legal ac-
tion against a potential investor
who criticized the management of
the company.

In a series of newspaper inter-
views over the last two months,
French financier Bernard Tapie had
repeatedly criticized Club Med’s
chief executive, Henri Giscard
D’Estaing, and stated his potential
interest in buying a minority stake
in the business.

On Thursday, Club Med said that
it has filed a complaint to the Paris
prosecutor’s office accusing Mr.
Tapie of spreading “false informa-
tion” and of manipulating the com-
pany’s share price.

Mr. Tapie’s comments came at a
delicate time for the French lei-
sure company. Since 2004 Club
Med has invested Œ600 million re-
furbishing some 40 resorts world-
wide in an attempt to turn itself
into a luxury brand.

This strategic shift has yet to pay
off. Club Med said its net loss for the
six months ended April 30 more than
doubled to Œ22 million from Œ9 mil-
lion a year earlier. Revenue slipped
4.2% to Œ724 million as travelers cut
back on holidays and the company
closed resorts for refurbishment.
The company didn’t provide an out-
look for the rest of the year.

Much of Mr. Tapie’s criticism has
targeted Club Med’s attempt to
move upscale, which was orches-
trated by Mr. Giscard D’Estaing. In
an interview with the French busi-
ness newspaper Les Échos on June
3rd, Mr. Tapie said that Mr. Giscard
D’Estaing, the son of former French
President Valéry Giscard D’Estaing

was as fit “to run Club Med, as I am
to run Notre Dame [Cathedral].”

Reached by phone Thursday, Mr.
Tapie confirmed the statement and
said he would decide whether to in-
vest in Club Med by the end of June.
However, he declined to comment
on the company’s results or any in-
vestment plans.

“This criticism denigrates the
company, tarnishes its image and is
harmful to its business,” Club Med’s
board of directors said in a statement
responding to Mr. Tapie’s criticism.

In a separate statement, Mr. Gis-
card D’Estaing defended his strategy,
saying that the number of wealthy cli-
ents visiting resorts was increasing.
“These results also validate the stra-
tegic decisions that...led us to reposi-
tion the brand,” he said.

A spokeswoman for France’s
stock exchange regulator, the Au-
thorité des Marchés Financiers, con-
firmed it has launched an investiga-
tion into fluctuations in Club Med’s
share price.

Shares in Club Med have moved
wildly over the past three months.
On April 27, the day after Mr. Tapie
first said he might be interesting in
Club Med, the company’s shares
leapt 6.2% to Œ12.55. However,
there is no clear indication that Mr.
Tapie’s comments directly affected
the share price as other events,
such as a Œ102 million capital in-
crease disclosed May 6, also had an
impact. Following Club Med’s state-
ments Thursday, the stock fell 4.8%
to Œ9.11.

Analysts say that it’s still unclear
whether Mr. Tapie will actually buy
a stake in the resort operator. “This
could be more about Mr. Tapie pro-
moting himself than an actual inter-
est in Club Med,” said Thomas Alzuy-
eta an analysts at Fortis. “It is too
early to tell.”
 —Alice Dore

contributed to this article.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.64% 13 World -a % % 191.80 1.21%–30.4% 4.74% 11 U.S. Select Dividend -b % % 530.14 1.20%–27.1%

2.17% 14 Global Dow 1141.30 0.55% –26.8% 1705.53 1.02% –33.2% 4.69% 15 Infrastructure 1227.80 –0.11% –24.0% 1641.33 0.00% –30.9%

3.37% 26 Stoxx 600 214.80 0.95% –29.4% 225.74 1.42% –35.5% 1.81% 7 Luxury 715.80 –0.14% –21.8% 853.96 0.33% –28.6%

3.53% 17 Stoxx Large 200 230.20 0.98% –29.4% 240.64 1.45% –35.6% 5.40% 5 BRIC 50 372.20 –0.30% –21.0% 497.63 –0.19% –28.1%

2.54% -17 Stoxx Mid 200 197.40 0.64% –29.3% 206.33 1.11% –35.5% 4.17% 13 Africa 50 733.70 0.34% –29.8% 652.99 0.45% –36.2%

2.74% -28 Stoxx Small 200 125.50 1.21% –27.5% 131.09 1.68% –33.8% 3.66% 7 GCC % % 1463.16 0.34% –50.6%

3.35% 19 Euro Stoxx 233.50 0.75% –31.7% 245.43 1.22% –37.7% 3.28% 12 Sustainability 711.90 0.78% –25.2% 844.08 1.05% –31.9%

3.51% 14 Euro Stoxx Large 200 248.50 0.74% –31.7% 259.55 1.21% –37.7% 2.57% 12 Islamic Market -a % % 1683.91 1.27% –27.2%

2.58% -12 Euro Stoxx Mid 200 219.20 0.50% –32.2% 228.90 0.97% –38.2% 2.97% 11 Islamic Market 100 1508.20 0.55% –17.7% 1812.66 0.82% –25.0%

2.82% 16 Euro Stoxx Small 200 136.20 1.52% –29.6% 142.09 1.99% –35.7% 2.97% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1208.30 1.01% –38.2% 1455.09 1.48% –43.6% 2.21% 12 DJ U.S. TSM % % 9706.25 0.68% –29.0%

5.19% 9 Euro Stoxx Select Div 30 1408.20 0.71% –44.0% 1702.36 1.17% –48.9% % DJ-UBS Commodity 127.80 1.36% –36.6% 130.65 1.83% –42.1%

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

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

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

Australia 1.2240 2.0229 1.1398 0.1592 0.0396 0.1929 0.0125 0.3122 1.7224 0.2313 1.1131 ...

 Canada 1.0996 1.8173 1.0239 0.1430 0.0356 0.1733 0.0112 0.2804 1.5474 0.2078 ... 0.8984

 Denmark 5.2911 8.7445 4.9269 0.6882 0.1713 0.8339 0.0540 1.3494 7.4456 ... 4.8118 4.3228

 Euro 0.7106 1.1745 0.6617 0.0924 0.0230 0.1120 0.0073 0.1812 ... 0.1343 0.6463 0.5806

 Israel 3.9210 6.4802 3.6512 0.5100 0.1270 0.6180 0.0400 ... 5.5176 0.7411 3.5658 3.2035

 Japan 97.9050 161.8076 91.1677 12.7340 3.1699 15.4304 ... 24.9694 137.7719 18.5039 89.0369 79.9884

 Norway 6.3450 10.4863 5.9083 0.8253 0.2054 ... 0.0648 1.6182 8.9286 1.1992 5.7702 5.1838

 Russia 30.8855 51.0445 28.7601 4.0171 ... 4.8677 0.3155 7.8769 43.4621 5.8373 28.0879 25.2335

 Sweden 7.6885 12.7068 7.1594 ... 0.2489 1.2118 0.0785 1.9609 10.8193 1.4531 6.9921 6.2815

 Switzerland 1.0739 1.7748 ... 0.1397 0.0348 0.1693 0.0110 0.2739 1.5112 0.2030 0.9766 0.8774

 U.K. 0.6051 ... 0.5634 0.0787 0.0196 0.0954 0.0062 0.1543 0.8515 0.1144 0.5503 0.4943

 U.S. ... 1.6527 0.9312 0.1301 0.0324 0.1576 0.0102 0.2550 1.4072 0.1890 0.9094 0.8170

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 463.25 5.25 1.15% 707.00 302.00
Soybeans (cents/bu.) CBOT 1089.75 10.50 0.97 1,557.50 670.00
Wheat (cents/bu.) CBOT 623.25 –1.25 –0.20% 1,072.00 522.75
Live cattle (cents/lb.) CME 81.450 0.625 0.77 117.500 78.075
Cocoa ($/ton) ICE-US 2,843 55 1.97 3,237 1,950
Coffee (cents/lb.) ICE-US 133.70 1.25 0.94 183.30 109.00
Sugar (cents/lb.) ICE-US 16.47 0.05 0.30 16.91 11.05
Cotton (cents/lb.) ICE-US 61.26 1.91 3.22 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,485.00 –16 –0.64 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,774 –5 –0.28 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,533 –2 –0.13 2,314 1,434

Copper (cents/lb.) COMEX 244.50 7.80 3.30 372.00 129.95
Gold ($/troy oz.) COMEX 962.00 7.30 0.76 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1549.30 26.80 1.76 2,170.00 690.00
Aluminum ($/ton) LME 1,673.00 unch. unch. 3,340.00 1,288.00
Tin ($/ton) LME 15,650.00 –50.00 –0.32 23,700.00 9,750.00
Copper ($/ton) LME 5,289.00 98.00 1.89 8,811.00 2,815.00
Lead ($/ton) LME 1,809.00 44.00 2.49 2,225.00 870.00
Zinc ($/ton) LME 1,661.00 32.00 1.96 2,034.50 1,065.00
Nickel ($/ton) LME 15,600 200 1.30 24,530 9,000

Crude oil ($/bbl.) NYMEX 73.48 1.45 2.01 139.50 43.42
Heating oil ($/gal.) NYMEX 1.8534 0.0208 1.13 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 2.0649 0.0496 2.46 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.933 0.225 6.07 11.981 3.395
Brent crude ($/bbl.) ICE-EU 71.45 unch. unch. 129.00 43.41
Gas oil ($/ton) ICE-EU 588.75 10.25 1.77 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on June 11
Per In

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

Argentina peso-a 5.2963 0.1888 3.7638 0.2657

Brazil real 2.7441 0.3644 1.9501 0.5128

Canada dollar 1.5474 0.6463 1.0996 0.9094
1-mo. forward 1.5471 0.6464 1.0994 0.9096

3-mos. forward 1.5465 0.6466 1.0990 0.9099
6-mos. forward 1.5455 0.6470 1.0983 0.9105

Chile peso 794.51 0.001259 564.60 0.001771
Colombia peso 2854.72 0.0003503 2028.65 0.0004929

Ecuador US dollar-f 1.4072 0.7106 1 1
Mexico peso-a 18.9842 0.0527 13.4908 0.0741

Peru sol 4.1885 0.2387 2.9765 0.3360
Uruguay peso-e 32.605 0.0307 23.170 0.0432

U.S. dollar 1.4072 0.7106 1 1
Venezuela bolivar 3.02 0.330942 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7224 0.5806 1.2240 0.8170
China yuan 9.6208 0.1039 6.8369 0.1463

Hong Kong dollar 10.9073 0.0917 7.7511 0.1290
India rupee 66.8209 0.0150 47.4850 0.0211

Indonesia rupiah 14199 0.0000704 10090 0.0000991
Japan yen 137.77 0.007258 97.91 0.010214

1-mo. forward 137.73 0.007261 97.88 0.010217
3-mos. forward 137.64 0.007265 97.81 0.010224

6-mos. forward 137.45 0.007275 97.68 0.010238
Malaysia ringgit-c 4.9358 0.2026 3.5075 0.2851

New Zealand dollar 2.1853 0.4576 1.5529 0.6440
Pakistan rupee 113.758 0.0088 80.840 0.0124

Philippines peso 67.292 0.0149 47.820 0.0209
Singapore dollar 2.0399 0.4902 1.4497 0.6898

South Korea won 1764.00 0.0005669 1253.55 0.0007977
Taiwan dollar 46.058 0.02171 32.730 0.03055
Thailand baht 47.950 0.02085 34.075 0.02935

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

Euro zone euro 1 1 0.7106 1.4072

1-mo. forward 1.0003 0.9997 0.7108 1.4068

3-mos. forward 1.0009 0.9991 0.7113 1.4059

6-mos. forward 1.0016 0.9984 0.7118 1.4050

Czech Rep. koruna-b 26.706 0.0374 18.978 0.0527

Denmark krone 7.4456 0.1343 5.2911 0.1890

Hungary forint 277.68 0.003601 197.33 0.005068

Norway krone 8.9286 0.1120 6.3450 0.1576

Poland zloty 4.4594 0.2242 3.1690 0.3156

Russia ruble-d 43.462 0.02301 30.886 0.03238

Sweden krona 10.8193 0.0924 7.6885 0.1301

Switzerland franc 1.5112 0.6617 1.0739 0.9312

1-mo. forward 1.5107 0.6619 1.0736 0.9315

3-mos. forward 1.5096 0.6624 1.0728 0.9321

6-mos. forward 1.5073 0.6634 1.0712 0.9336

Turkey lira 2.1674 0.4614 1.5403 0.6492

U.K. pound 0.8515 1.1745 0.6051 1.6527

1-mo. forward 0.8515 1.1744 0.6051 1.6526

3-mos. forward 0.8517 1.1741 0.6052 1.6523

6-mos. forward 0.8519 1.1738 0.6054 1.6518

MIDDLE EAST/AFRICA
Bahrain dinar 0.5305 1.8850 0.3770 2.6526

Egypt pound-a 7.8902 0.1267 5.6070 0.1783

Israel shekel 5.5176 0.1812 3.9210 0.2550

Jordan dinar 0.9970 1.0030 0.7085 1.4114

Kuwait dinar 0.4046 2.4715 0.2875 3.4779

Lebanon pound 2121.35 0.0004714 1507.50 0.0006634

Saudi Arabia riyal 5.2773 0.1895 3.7502 0.2667

South Africa rand 11.2645 0.0888 8.0049 0.1249

United Arab dirham 5.1679 0.1935 3.6725 0.2723

SDR -f 0.9125 1.0959 0.6485 1.5421

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 600 214.80 2.03 0.95% 9.1% –29.4%

 14 DJ Stoxx 50 2194.24 24.50 1.13 6.2% –26.9%

 19 Euro Zone DJ Euro Stoxx 233.53 1.75 0.76 4.8% –31.7%

 16 DJ Euro Stoxx 50 2522.33 21.39 0.86 2.9% –28.8%

 9 Austria ATX 2189.12 Closed 25.0% –47.8%

 12 Belgium Bel-20 2059.75 –4.57 –0.22% 7.9% –42.6%

 9 Czech Republic PX 964.8 –4.4 –0.45 12.4% –39.8%

 15 Denmark OMX Copenhagen 281.99 3.38 1.21 24.7% –31.1%

 12 Finland OMX Helsinki 5967.89 43.86 0.74 10.4% –33.8%

 12 France CAC-40 3334.94 19.67 0.59 3.6% –28.6%

 20 Germany DAX 5107.26 56.08 1.11 6.2% –23.9%

 … Hungary BUX 16333.38 –261.25 –1.57 33.4% –23.9%

 8 Ireland ISEQ 2955.57 25.97 0.89 26.1% –47.0%

 9 Italy FTSE MIB 20585.06 286.03 1.41 5.8% –33.4%

 9 Netherlands AEX 268.11 1.15 0.43 9.0% –41.6%

 9 Norway All-Shares 362.22 6.09 1.71 34.1% –35.4%

 17 Poland WIG 31916.69 Closed 17.2% –26.6%

 14 Portugal PSI 20 7184.92 70.19 0.99 13.3% –29.4%

 … Russia RTSI 1127.23 5.44 0.48% 78.4% –52.2%

 9 Spain IBEX 35 9708.4 80.8 0.84 5.6% –24.5%

 15 Sweden OMX Stockholm 250.37 4.95 2.02 22.6% –18.0%

 10 Switzerland SMI 5483.85 47.46 0.87 –0.9% –24.1%

 8 Turkey ISE National 100 34723.84 334.50 0.97 29.3% –10.0%

 11 U.K. FTSE 100 4461.87 25.12 0.57 0.6% –22.9%

 20 ASIA-PACIFIC DJ Asia-Pacific 107.31 0.71 0.67 14.7% –25.8%

 … Australia SPX/ASX 200 4047.2 22.8 0.57 8.7% –24.1%

 … China CBN 600 23886.75 –198.55 –0.82% 61.8% –2.3%

 16 Hong Kong Hang Seng 18791.03 5.37 0.03 30.6% –18.4%

 18 India Sensex 15411.47 –55.34 –0.36 59.7% 1.1%

 … Japan Nikkei Stock Average 9981.33 –10.16 –0.10 12.7% –28.1%

 … Singapore Straits Times 2381.81 –9.41 –0.39 35.2% –21.1%

 11 South Korea Kospi 1419.39 4.51 0.32 26.2% –18.4%

 15 AMERICAS DJ Americas 250.28 3.38 1.37 10.7% –29.4%

 … Brazil Bovespa 53410.93 Closed 42.2% –20.3%

 17 Mexico IPC 25415.51 231.79 0.92 13.6% –17.0%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 11, 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* 251.23 0.72% 10.3% –35.2%

3.10% 15 World (Developed Markets) 987.53 0.50% 7.3% –35.3%

2.80% 16 World ex-EMU 116.00 0.41% 7.8% –33.7%

2.90% 16 World ex-UK 984.97 0.41% 6.6% –34.8%

3.80% 13 EAFE 1,337.32 1.43% 8.1% –37.7%

3.00% 13 Emerging Markets (EM) 789.13 2.33% 39.2% –34.8%

4.30% 11 EUROPE 74.29 1.19% 7.0% –34.0%

4.50% 11 EMU 148.82 1.00% 4.7% –42.9%

4.10% 12 Europe ex-UK 80.91 1.16% 4.3% –34.7%

5.10% 10 Europe Value 83.53 1.31% 7.7% –35.7%

3.60% 12 Europe Growth 64.21 1.08% 6.2% –32.4%

3.50% 12 Europe Small Cap 130.37 1.58% 29.1% –33.1%

2.70% 7 EM Europe 225.40 2.47% 41.9% –49.8%

4.90% 8 UK 1,317.84 0.73% 0.2% –26.6%

3.10% 11 Nordic Countries 116.65 2.42% 18.9% –38.1%

1.80% 6 Russia 634.67 2.01% 54.0% –59.5%

3.90% 10 South Africa 621.08 0.35% 7.3% –19.6%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 332.58 3.18% 34.5% –30.8%

1.80% 28 Japan 580.49 2.05% 9.5% –34.9%

2.50% 14 China 56.35 4.30% 38.1% –20.7%

1.20% 18 India 607.92 2.25% 64.7% –9.1%

1.40% 15 Korea 385.61 3.45% 25.6% –25.0%

5.10% 35 Taiwan 236.82 1.25% 36.6% –28.8%

2.30% 22 US BROAD MARKET 1,036.22 –0.35% 5.5% –32.6%

1.70% -51 US Small Cap 1,367.97 –0.64% 9.7% –31.2%

3.40% 13 EM LATIN AMERICA 3,085.20 0.43% 48.5% –40.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Chinalco offered concessions in Rio deal
Chinese metals giant
said alliance failed
on board-seat issue

By Shai Oster

BEIJING—The president of Alu-
minum Corp. of China said the met-
als giant had been willing to make
major concessions to save its
planned $19.5 billion alliance with
Rio Tinto, and that disagreement
over board representation helped
kill what would have been China’s
biggest outbound investment.

Last week Rio Tinto announced it
was abandoning the deal with Chi-
nalco in favor of a rights issue and a
joint venture with rival Anglo-Aus-
tralian miner BHP Billiton Ltd.

In his first press conference since
the deal collapsed, Xiong Weiping,
president of Aluminum Corp., or Chi-
nalco, said Thursday his company
had been ready to halve its
shareholding in Rio’s mas-
sive Hamersley iron ore
mine in Western Australia.
It also offered to reduce its
overall stake in Rio below
the 18% that Chinalco could
have ended up with under
the original offer, and to
change the terms of a con-
vertible bond issue that
was part of the deal. In his
comments Mr. Xiong didn’t
address any possible negoti-
ations on the price of the deal.

“We believe these are very signif-
icant concessions and amendments
to the original transactions and they
should be sufficient to meet the re-

quirements of both the sharehold-
ers and the Australian regulators,”
Mr. Xiong said.

He said one key source of dis-
agreement was how many
seats Chinalco would get
on Rio’s board, though he
didn’t elaborate. The origi-
nal deal would have given
Chinalco two board seats.

Rio Tinto declined to
comment on details of its
discussions with Chinalco.
But Rio spokesman Nick
Cobban said that improv-
ing market conditions,
shareholder opposition
and uncertainty over regu-

latory approval underpinned the fi-
nal decision.

“We weren’t able to reach an
agreement [with Chinalco] despite
discussing with them over several

weeks. We have kept them in the pic-
ture throughout,” Mr. Cobban said.

Chinalco sought to present its
side of the story Thursday, but also
to smooth over animosity between
China and Australia, one of the most
important sources of natural re-
sources for China. In the aftermath
of the unraveling, some Chinese me-
dia attacked Rio and Australia. The
official Xinhua new agency con-
demned the “perfidy” of Rio “some-
where between short-sightedness
and possible political prejudice.”

China needs to temper that na-
tionalist sentiment as it encourages
domestic enterprises to go over-
seas. In his remarks, Mr. Xiong
avoided any of the heated national-
ist talk. “In the process of this trans-
action, Chinalco has felt the open
and welcoming attitude from the
Australian government towards for-

eign investment, including from
China,” Mr. Xiong said.

In an indication that the deal’s col-
lapse hasn’t frozen Chinese invest-
ment in Australia, OZ Minerals Ltd.
shareholders Thursday approved
the sale of $1.39 billion of assets to
China Minmetals Non-Ferrous Met-
als Co. after Minmetals increased its
original offer to fend off a rival pro-
posal from an investment bank.

Mr. Xiong said the Chinalco-Rio
deal was in trouble as early as April,
when Rio’s new chairman, Jan du
Plessis, took office and began dis-
cussing alternatives such as a rights
issue and joint venture with BHP.

Shareholders also objected to
the terms of the convertible bond,
demanding terms similar to those of-
fered Chinalco. And since the deal
was struck in February, Rio’s share
price rose enough to wipe out the
premium Chinalco had offered.

With credit and commodities mar-
kets recovering, Rio announced last
Thursday it was scrapping the Chi-
nalco deal in favor of a $15.2 billion
rights offering and a cash payment of
$5.8 billion from BHP for an iron ore
joint venture. Rio needs the cash to
pay off debt from acquisitions at the
height of the commodities boom.

Chinalco still wields considerable
clout because it owns 9% of Rio, mak-
ing it the company’s biggest share-
holder. Mr. Xiong said Chinalco will
“pay close attention” to the new
rights offering and the joint venture,
but hasn’t reached a decision yet on
whether to increase its holdings.

Some Australian politicians op-
posed Chinalco’s bid, claiming it gave
too much control of strategic assets
to a government-controlled company
without anyreciprocity. Criticsin Aus-
tralia worried that Chinalco would
act as a proxy for the Chinese govern-
ment, which owns it, and seek lower
prices for iron ore and other minerals
that are key to China’s continued eco-
nomic growth—rather than trying to
maximize profits. Some worried that
Chinalco would use seats on the
board to gain that leverage.
 —Chen Juan in Beijing

and Alex Wilson in Melbourne
contributed to this article.

Xiong Weiping

CORPORATE NEWS

By Alex Wilson

MELBOURNE, Australia—OZ Min-
erals Ltd. shareholders approved the
sale of US$1.39 billion of assets to
China Minmetals Non-Ferrous Met-
als Co., with the transaction now set
to be completed within a week.

The successful completion of the
deal may give heart to Chinese-gov-
ernment-backed entities looking to
invest in Australia’s mining sector
after Rio Tinto’s termination of its
planned alliance with Aluminum
Corp. of China last week.

Minmetals will purchase all of the
Australian company’s assets apart
from the Prominent Hill mine in South
Australia state and the Martabe
project in Indonesia. Minmetals origi-
nally made a A$2.6 billion takeover of-
fer for OZ Minerals, but this was scut-
tled by the Australian government.

For OZ Minerals, the deal has
saved it from the prospect of being
put into administration by its lend-
ers and will allow it to repay A$1.2
billion worth of debt due this month.

OZ Minerals gets
holder approval
to sell assets
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MP-TURKEY.SI OT OT SVN 06/10 EUR 24.37 24.8 –29.1 –27.2

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 06/10 USD 11.82 35.6 –16.7 –5.9
Parex Caspian Sea Eq EU EQ LVA 06/10 EUR 3.16 50.5 –64.5 –42.9
Parex Eastern Europ Bd EU BD LVA 06/10 USD 11.82 35.6 –16.7 –5.9
Parex Russian Eq EE EQ LVA 06/10 USD 16.08 85.7 –49.6 –17.9

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 06/11 USD 141.25 27.4 –30.4 –14.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 06/11 USD 135.06 26.9 –31.0 –15.5
PF (LUX)-Biotech-Pca OT EQ LUX 06/10 USD 260.03 –8.8 –20.8 –7.7
PF (LUX)-CHF Liq-Pca CH MM LUX 06/10 CHF 124.14 0.1 0.8 1.4
PF (LUX)-CHF Liq-Pdi CH MM LUX 06/10 CHF 93.70 0.1 0.8 1.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 06/10 USD 96.20 18.3 –19.2 –11.3
PF (LUX)-East Eu-Pca EU EQ LUX 06/10 EUR 230.33 72.5 –47.0 –27.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/11 USD 128.72 38.2 –36.8 –16.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/11 USD 414.29 36.2 –37.7 –16.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 06/10 EUR 84.49 10.5 –28.1 –23.1
PF (LUX)-EUR Bds-Pca EU BD LUX 06/10 EUR 366.82 –1.8 3.7 1.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 06/10 EUR 279.14 –1.8 3.7 1.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/10 EUR 133.53 6.9 3.5 0.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/10 EUR 93.87 6.9 3.5 0.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/10 EUR 116.65 29.4 –15.6 –12.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/10 EUR 67.63 29.4 –15.6 –12.6
PF (LUX)-EUR Liq-Pca EU MM LUX 06/10 EUR 135.60 0.7 2.6 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/10 EUR 97.73 0.7 2.7 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/10 EUR 102.28 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/10 EUR 100.92 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/10 EUR 344.18 12.5 –32.1 –27.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/10 EUR 111.34 10.1 –28.4 –25.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/10 USD 217.19 14.7 7.0 6.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/10 USD 147.75 14.7 7.0 6.3
PF (LUX)-Gr China-Pca AS EQ LUX 06/11 USD 291.06 36.8 –19.8 –4.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/11 USD 300.36 56.7 –14.2 –6.9
PF (LUX)-Jap Index-Pca JP EQ LUX 06/11 JPY 9049.15 11.1 –32.6 –26.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/11 JPY 7751.32 6.2 –38.4 –31.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/11 JPY 7544.91 5.9 –38.8 –32.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/11 JPY 4315.37 9.9 –34.2 –27.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/11 USD 210.10 32.7 –28.3 –13.3
PF (LUX)-Piclife-Pca CH BA LUX 06/10 CHF 722.49 4.8 –8.6 –9.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/10 EUR 51.76 17.3 –21.7 –22.2
PF (LUX)-Rus Eq-Pca OT OT LUX 06/10 USD 46.50 103.6 –54.4 NS
PF (LUX)-Security-Pca GL EQ LUX 06/10 USD 83.35 16.7 –15.2 –14.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/10 EUR 380.08 16.5 –31.8 –26.8
PF (LUX)-US Eq-Ica US EQ LUX 06/10 USD 86.48 5.9 –30.0 –17.7
PF (LUX)-USA Index-Pca US EQ LUX 06/10 USD 75.90 4.7 –29.7 –19.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 06/10 USD 493.71 –6.9 4.3 5.9
PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/10 USD 362.27 –6.9 4.3 5.9
PF (LUX)-USD Liq-Pca US MM LUX 06/10 USD 130.79 0.5 1.6 2.6
PF (LUX)-USD Liq-Pdi US MM LUX 06/10 USD 85.40 0.5 1.5 2.6
PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/10 USD 101.52 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/10 USD 100.81 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 06/10 EUR 109.63 6.4 –23.4 –17.5
PF (LUX)-WldGovBds-Pca GL BD LUX 06/11 USD 155.95 –5.4 3.0 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/11 USD 129.08 –5.4 3.0 8.2
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/10 USD 47.43 14.3 –52.0 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 06/10 USD 10.80 37.8 –17.3 –14.0
Japan Fund USD JP EQ IRL 06/11 USD 15.36 4.6 –6.7 –8.9
Polar Healthcare Class I USD OT OT IRL 06/10 USD 10.70 NS NS NS
Polar Healthcare Class R USD OT OT IRL 06/10 USD 10.72 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 06/10 EUR 591.09 4.9 –30.8 NS

Core Eurozone Eq B EU EQ IRL 06/10 EUR 694.16 5.6 –29.0 NS

Euro Fixed Income A EU BD IRL 06/10 EUR 1138.03 0.5 –5.9 –4.8

Euro Fixed Income B EU BD IRL 06/10 EUR 1210.88 0.8 –5.4 –4.2

Euro Small Cap A EU EQ IRL 06/10 EUR 999.63 17.9 –34.8 –31.8

Euro Small Cap B EU EQ IRL 06/10 EUR 1067.21 18.2 –34.4 –31.4

Eurozone Agg Eq A EU EQ IRL 06/10 EUR 547.70 10.2 –30.9 –26.9

Eurozone Agg Eq B EU EQ IRL 06/10 EUR 784.49 10.5 –30.5 –26.5

Glbl Bd (EuroHdg) A GL BD IRL 06/10 EUR 1249.09 4.3 –1.5 –0.8

Glbl Bd (EuroHdg) B GL BD IRL 06/10 EUR 1321.41 4.6 –0.8 –0.2

Glbl Bd A EU BD IRL 06/10 EUR 1007.99 2.8 5.1 –1.4

Glbl Bd B EU BD IRL 06/10 EUR 1069.48 3.1 5.7 –0.8

Glbl Real Estate A OT EQ IRL 06/10 USD 699.49 4.9 –41.9 –29.9

Glbl Real Estate B OT EQ IRL 06/10 USD 718.72 5.2 –41.6 –29.5

Glbl Real Estate EH-A OT EQ IRL 06/10 EUR 645.21 2.9 –40.8 –31.2

Glbl Real Estate SH-B OT EQ IRL 06/10 GBP 60.41 1.9 –41.3 –30.7

Glbl Strategic Yield A EU BD IRL 06/10 EUR 1341.09 18.6 –10.4 –5.7

Glbl Strategic Yield B EU BD IRL 06/10 EUR 1430.35 18.9 –9.8 –5.2

Japan Equity A JP EQ IRL 06/10 JPY 11925.00 15.4 –30.7 –26.5

Japan Equity B JP EQ IRL 06/10 JPY 12668.00 15.7 –30.3 –26.1

PacBasn (Ex-Jap) Eq A AS EQ IRL 06/10 USD 1782.94 38.6 –23.2 –12.7

PacBasn (Ex-Jap) Eq B AS EQ IRL 06/10 USD 1896.40 39.0 –22.7 –12.1

Pan European Eq A EU EQ IRL 06/10 EUR 798.16 11.1 –30.6 –26.0

Pan European Eq B EU EQ IRL 06/10 EUR 848.00 11.4 –30.2 –25.6

US Equity A US EQ IRL 06/10 USD 733.46 9.6 –31.6 –19.6

US Equity B US EQ IRL 06/10 USD 782.73 9.9 –31.2 –19.1

US Small Cap A US EQ IRL 06/10 USD 1088.68 8.3 –32.3 –22.2

US Small Cap B US EQ IRL 06/10 USD 1162.46 8.6 –31.9 –21.7

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/11 SEK 67.54 12.2 –31.5 –29.1

Choice Japan Fd JP EQ LUX 06/11 JPY 49.86 10.9 –31.3 –28.3

Choice Jpn Chance/Risk JP EQ LUX 06/11 JPY 50.68 13.2 –38.8 –29.3

Choice NthAmChance/Risk US EQ LUX 06/11 USD 3.37 20.2 –34.6 –18.9

Europe 2 Fd EU EQ LUX 06/11 EUR 0.79 13.8 –34.0 –29.1

Europe 3 Fd EU EQ LUX 06/11 EUR 3.41 11.8 –35.1 –29.7

Global Chance/Risk Fd GL EQ LUX 06/11 EUR 0.52 9.8 –27.3 –24.1

Global Fd GL EQ LUX 06/11 USD 1.81 8.7 –34.5 –22.2

Intl Mixed Fd -C- NO BA LUX 06/11 USD 23.85 3.8 –25.6 –14.2

Intl Mixed Fd -D- NO BA LUX 06/11 USD 16.59 3.8 –25.6 –14.3

Wireless Fd OT EQ LUX 06/11 EUR 0.12 29.1 –20.8 –19.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 06/11 USD 6.10 34.6 –20.9 –12.2

Currency Alpha EUR -IC- OT OT LUX 06/11 EUR 10.60 –2.9 0.7 1.9

Currency Alpha EUR -RC- OT OT LUX 06/11 EUR 10.53 –3.1 0.3 1.4

Currency Alpha SEK -ID- OT OT LUX 06/11 SEK 98.66 –6.6 –3.2 NS

Currency Alpha SEK -RC- OT OT LUX 06/11 SEK 113.78 –3.1 0.3 1.4

Generation Fd 80 OT OT LUX 06/11 SEK 7.17 12.3 –16.1 NS

Nordic Focus EUR NO EQ LUX 06/11 EUR 64.03 28.3 –28.3 NS

Nordic Focus NOK NO EQ LUX 06/11 NOK 71.13 28.3 –28.3 NS

Nordic Focus SEK NO EQ LUX 06/11 SEK 73.71 28.3 –28.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/11 USD 1.52 9.4 –30.5 –21.5

Ethical Global Fd GL EQ LUX 06/11 USD 0.67 12.8 –30.6 –21.9

Ethical Sweden Fd NO EQ LUX 06/11 SEK 34.54 25.3 –10.7 –15.4

Europe Fd EU EQ LUX 06/11 USD 1.79 9.1 –26.2 –24.8

Index Linked Bd Fd SEK OT BD LUX 06/11 SEK 12.52 –1.7 0.6 3.7

Medical Fd OT EQ LUX 06/11 USD 2.70 –5.9 –20.0 –14.9

Short Medium Bd Fd SEK NO MM LUX 06/11 SEK 8.78 0.9 2.3 2.8

Technology Fd OT EQ LUX 06/11 USD 2.06 32.3 –21.2 –11.0

World Fd NO BA LUX 06/11 USD 1.80 12.4 –28.1 –16.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/11 EUR 1.27 0.1 0.6 1.5

Short Bond Fd SEK NO MM LUX 06/11 SEK 21.86 1.4 2.4 2.9

Short Bond Fd USD US MM LUX 06/11 USD 2.49 –0.2 0.9 2.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/11 SEK 9.88 –1.8 –3.0 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 06/11 SEK 8.55 –1.8 –3.0 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 06/11 SEK 24.74 –1.9 –3.2 –0.9

Alpha Bond Fd SEK -D- NO BD LUX 06/11 SEK 7.70 –1.9 –3.2 –0.9

Alpha Short Bd SEK -A- NO MM LUX 06/11 SEK 11.02 2.0 3.1 3.3

Alpha Short Bd SEK -B- NO MM LUX 06/11 SEK 10.08 2.0 3.1 3.3

Alpha Short Bd SEK -C- NO MM LUX 06/11 SEK 21.56 2.0 3.0 3.2

Alpha Short Bd SEK -D- NO MM LUX 06/11 SEK 8.16 2.0 3.0 3.2

Bond Fd SEK -C- NO BD LUX 06/11 SEK 41.36 –0.5 9.7 5.6

Bond Fd SEK -D- NO BD LUX 06/11 SEK 12.01 –0.4 9.7 5.0

Corp. Bond Fd EUR -C- EU BD LUX 06/11 EUR 1.14 4.2 –2.5 –1.6

Corp. Bond Fd EUR -D- EU BD LUX 06/11 EUR 0.87 4.3 –2.5 –1.8

Corp. Bond Fd SEK -C- NO BD LUX 06/11 SEK 11.15 3.8 –7.4 –3.3

Corp. Bond Fd SEK -D- NO BD LUX 06/11 SEK 8.43 3.8 –7.4 –3.2

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/11 EUR 99.68 –4.0 3.6 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/11 EUR 104.05 0.5 8.2 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 06/11 SEK 1124.71 0.5 8.2 NS

Flexible Bond Fd -C- NO BD LUX 06/11 SEK 21.18 1.5 6.2 4.3

Flexible Bond Fd -D- NO BD LUX 06/11 SEK 11.58 1.5 6.2 4.3

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 06/11 SEK 78.21 –2.3 –25.9 –15.2

SEB Asset Sele Defensive Inc OT OT LUX 06/11 SEK 71.45 –2.4 –25.9 –16.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/11 USD 2.14 39.4 –28.8 –8.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/11 SEK 26.38 57.2 –4.0 –12.9

Europe Chance/Risk Fd EU EQ LUX 06/11 EUR 874.80 14.7 –37.4 –31.1

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 06/04 USD 1036.98 10.3 –45.1 –10.9

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 06/10 EUR 27.36 –3.5 –6.5 –0.5

Bonds Eur Corp A OT OT LUX 06/09 EUR 21.56 4.0 0.3 –1.0

Bonds Eur Hi Yld A OT OT LUX 06/10 EUR 17.00 27.9 –15.4 –13.0

Bonds EURO A OT OT LUX 06/10 EUR 39.29 –0.5 7.5 4.3

Bonds Europe A OT OT LUX 06/10 EUR 37.77 –0.3 7.7 3.6

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 06/10 USD 33.61 6.6 7.0 6.5

Bonds World A OT OT LUX 06/10 USD 39.15 –1.7 1.1 7.8

Eq. China A OT OT LUX 06/10 USD 20.27 35.6 –16.4 –6.3
Eq. ConcentratedEuropeA OT OT LUX 06/10 EUR 23.13 12.3 –31.3 –26.6
Eq. Eastern Europe A OT OT LUX 06/10 EUR 18.12 37.1 –52.7 –31.4
Eq. Equities Global Energy OT OT LUX 06/10 USD 16.55 16.1 –42.3 –13.1
Eq. Euroland A OT OT LUX 06/10 EUR 9.36 2.1 –33.3 –27.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 06/10 EUR 15.57 13.4 –29.7 –20.4
Eq. EurolandFinancialA OT OT LUX 06/10 EUR 9.72 15.4 –34.2 –31.9
Eq. Glbl Emg Cty A OT OT LUX 06/10 USD 8.27 38.3 –32.8 –12.6
Eq. Global A OT OT LUX 06/10 USD 22.91 8.9 –32.8 –23.4
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 06/10 USD 25.84 23.6 –9.4 2.0
Eq. Japan Sm Cap A OT OT LUX 06/10 JPY 1005.23 11.0 –28.3 –31.1
Eq. Japan Target A OT OT LUX 06/11 JPY 1770.50 13.1 –10.8 –14.9
Eq. Pacific A OT OT LUX 06/10 USD 8.25 29.3 –27.1 –13.8
Eq. US ConcenCore A OT OT LUX 06/10 USD 19.42 19.5 –21.0 –12.8
Eq. US Lg Cap Gr A OT OT LUX 06/10 USD 13.14 21.9 –35.4 –17.8
Eq. US Mid Cap A OT OT LUX 06/10 USD 24.52 22.4 –34.0 –14.2
Eq. US Multi Strg A OT OT LUX 06/10 USD 18.00 12.7 –35.8 –22.4
Eq. US Rel Val A OT OT LUX 06/10 USD 17.03 9.6 –35.8 –27.3
Eq. US Sm Cap Val A OT OT LUX 06/10 USD 13.51 4.4 –41.5 –31.3
Eq. US Value Opp A OT OT LUX 06/10 USD 14.01 8.1 –39.4 –30.6
Money Market EURO A OT OT LUX 06/10 EUR 27.32 0.7 3.2 3.7
Money Market USD A OT OT LUX 06/10 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 06/11 JPY 9222.00 7.2 –35.8 –33.6
YMR-N Japan Fund OT OT IRL 06/11 JPY 10538.00 11.6 –32.7 –29.4
YMR-N Low Price Fund OT OT IRL 06/11 JPY 13908.00 7.1 –31.9 –29.3
YMR-N Small Cap Fund OT OT IRL 06/11 JPY 6650.00 3.6 –34.6 –34.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/11 JPY 6614.00 12.0 –35.0 –30.0
Yuki 77 Growth JP EQ IRL 06/11 JPY 6226.00 5.2 –39.0 –34.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/11 JPY 6881.00 10.3 –33.9 –31.4
Yuki Chugoku Jpn Gro OT OT IRL 06/11 JPY 4685.00 –8.4 –44.6 –36.0
Yuki Chugoku JpnLowP JP EQ IRL 06/11 JPY 8824.00 7.7 –25.0 –25.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/11 JPY 7269.00 7.4 –37.3 –32.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/11 JPY 4776.00 5.0 –40.9 –32.1
Yuki Hokuyo Jpn Inc JP EQ IRL 06/11 JPY 5459.00 3.4 –33.4 –28.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/11 JPY 4885.00 3.8 –33.5 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/11 JPY 4559.00 7.3 –43.2 –34.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/11 JPY 4717.00 5.0 –44.5 –36.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/11 JPY 6740.00 10.5 –39.2 –32.0
Yuki Mizuho Jpn Gen OT OT IRL 06/11 JPY 8962.00 11.7 –33.1 –30.9
Yuki Mizuho Jpn Gro OT OT IRL 06/11 JPY 6685.00 6.9 –33.9 –32.6
Yuki Mizuho Jpn Inc OT OT IRL 06/11 JPY 7985.00 0.4 –34.8 –30.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/11 JPY 5354.00 7.4 –35.1 –30.3
Yuki Mizuho Jpn LowP OT OT IRL 06/11 JPY 12643.00 11.6 –21.8 –24.7
Yuki Mizuho Jpn PGth OT OT IRL 06/11 JPY 8171.00 7.0 –38.6 –33.8
Yuki Mizuho Jpn SmCp OT OT IRL 06/11 JPY 6631.00 8.1 –35.0 –34.0
Yuki Mizuho Jpn Val Sel OT OT IRL 06/11 JPY 5892.00 13.5 –30.6 –27.2
Yuki Mizuho Jpn YoungCo OT OT IRL 06/11 JPY 2622.00 9.8 –42.4 –42.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/11 JPY 5099.00 13.3 –40.3 –33.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/11 JPY 5648.00 10.8 –34.5 –31.7

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 04/30 EUR 97.08 –1.4 –22.4 –11.3

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 –23.0 NS NS
Integrated Dir Trading EUR OT OT CYM 03/31 EUR 104.98 3.0 –1.6 6.9
Integrated Emg Markets EUR OT OT CYM 03/31 EUR 70.81 –0.5 –28.0 –14.5
Integrated European EUR OT OT CYM 03/31 EUR 150.57 1.0 1.5 –0.1
Integrated Event Driven EUR OT OT CYM 03/31 EUR 81.30 –0.7 –21.2 –10.3
Integrated Lg/Sh Sel F EUR OT OT CYM 03/31 EUR 85.76 0.2 –10.8 –4.9
Integrated MultSt B EUR OT OT VGB 03/31 EUR 115.78 2.6 –15.0 –6.4
Integrated Relative Value EUR OT OT CYM 03/31 EUR 91.94 2.6 –6.4 –3.3

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

n 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 06/10 EUR 80.86 –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 06/09 USD 49.24 –40.9 –19.8 –1.6

Superfund GCT USD* OT OT LUX 06/09 USD 2442.00 –33.1 –19.8 –5.2

Superfund Gold A (SPC) OT OT CYM 06/09 USD 930.97 –19.9 –14.4 10.0

Superfund Gold B (SPC) OT OT CYM 06/09 USD 937.25 –30.5 –22.9 5.5

Superfund Q-AG* OT OT AUT 06/09 EUR 6679.00 –23.8 –12.3 –0.5

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

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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—Compiled from staff
and wire service reports.

China’s auto-parts manufacturers gear up
Suppliers are poised
to grab market share
from Western rivals

News Corp.

Publisher nears a deal
to sell Weekly Standard

News Corp. is nearing a deal to sell
the Weekly Standard, a magazine
about conservative politics, to Den-
ver billionaire Philip Anschutz, ac-
cording to a person familiar with the
situation. The publisher’s office of the
Weekly Standard wasn’t available to
comment and a representative for Mr.
Anschutz couldn’t be reached forcom-
ment. The potential sale price was un-
known, as well as when a deal may be
completed. At News Corp., a stand-
alone magazine like the Weekly Stan-
dard isn’t considered a core asset, the
person said. News Corp., a global me-
dia empire controlled by Rupert Mur-
doch, owns The Wall Street Journal
and other newspapers. Mr. Anschutz
is an oil, railroad and media investor
known for supporting conservative
Christian causes.

By Patricia Jiayi Ho

BEIJING—While slowing demand
has battered auto-parts makers in de-
veloped countries, the stars are align-
ing for Chinese companies once con-
sidered too inexperienced to supply
global car makers. Now, the Chinese
operations are poised to increase
their share of the business.

China is emerging as the world’s
No. 1 market for light vehicles,
which has broadened the scope for
domestic parts suppliers and en-
hanced their economies of scale. Chi-
nese suppliers, whose products
have gained in quality and sophisti-
cation, meanwhile can spend less
than before to expand, buying up dis-
tressed companies in a move to fur-
ther improve their technologies.

“China is becoming increasingly
competitive” as a source for parts,
said John Parker, Ford Motor Co.’s
executive vice president for Asia-Pa-
cific and Africa. “The overall quality
of products continues to improve.”

China’s parts sector grew about
30% between 2004 and last year, ac-
cording to Marcus Hoffmann, a mem-
ber of the management team at Ro-
land Berger Strategy Consultants.
He expects the industry to grow to
2.5 trillion yuan, or about $350 bil-
lion, by 2015 from about 950 billion
yuan last year. He predicted about
30% of parts will be exported, com-
pared with roughly 25% now.

China’s light-vehicle sales in
January for the first time sur-
passed those in the U.S. Global auto
makers are counting on China to de-

liver between 5% to 10% growth in
sales this year, contrasting with
deep slumps in the U.S., Europe and
Japan. China also is expected to dis-
place Japan this year as the largest
vehicle manufacturer.

“In terms of scale of economies,
you can’t get better than No. 1,” said
Ashvin Chotai, managing director of
Intelligence Automotive Asia, a Lon-
don-based consulting firm.

China’s thousands of parts sup-
pliers produce virtually every com-
ponent. In the past, the industry fo-
cused on commodity-heavy parts
such as wheels and drive shafts, but
has expanded its repertoire into
more sophisticated areas such as
suspension parts.

Wonder Auto Technology Inc.
Chairman Zhao Qingji said his com-
pany, which makes parts such as alter-
nators and starters, is looking for ac-
quisitions to expand its sales network
and improve its technology. “We
want to boost our competitiveness in

this crisis,” he said. “In China, capital
flow is more abundant, and the gov-
ernment supports private companies
going abroad for investments.”

Wonder Auto will begin supply-
ing North American car companies
this summer, Mr. Zhao said. He de-
clined to specify the customers be-

cause of confidentiality agree-
ments. He said Wonder already is
sole supplier of some parts to South
Korea’s Hyundai Motor Co. and
Chrysler LLC’s Chinese operations.

As some big and small suppliers
in developed countries collapse
amid the financial crisis, “China will
have the most complete industry
chain,” Mr. Zhao said.

Other Chinese companies also
aim to grow and gain in sophistica-
tion. According to consulting firm
AlixPartners, 40% of surveyed sup-
pliers expressed interest in domes-
tic mergers and acquisitions, while
25% are looking globally.

Of course, China’s auto-parts sec-
tor hasn’t been immune to global tur-
moil. As demand in China and
abroad fell in the second half of last
year, some companies were phased
out amid liquidity problems. For all
of last year, Chinese suppliers’ reve-
nue from exports to the U.S. de-
clined 10% from the previous year,
AlixPartners said.

CORPORATE NEWS

Ikea

Swedish furniture retailer Ikea
Thursday said it has postponed plans
to enter the Indian market after talks
broke down with the Indian govern-
ment on store ownership. According
to Indian regulations, foreign compa-
nies aren’t allowed 100% ownership
of retail outlets in the country, but
can enter the market by forming
joint ventures with local owners.
Ikea spokeswoman Charlotte
Lindgren said Ikea’s policy is to al-
ways retain full ownership of its

stores. She said the company had
been in talks with the Indian govern-
ment about the regulations for a long
time, but had reached a dead end.
Ikea has about 250 stores in 24 differ-
ent countries world-wide and re-
ported revenue of Œ21.1 billion ($29.5
billion) in the financial year 2008.

Proliferating parts
China auto parts output value, 
in trillions of yuan

*Including original equipment supply and    
  aftermarket 

  Sources: Sinomind; Roland Berger Analysis
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GLOBAL BUSINESS BRIEFS

Independent News & Media PLC

Russian tycoon Alexander Lebe-
dev is in talks to buy London’s strug-
gling Independent newspaper from
Irish publisher Independent News
& Media PLC, according to a person
familiar with the situation. There is
no certainty the negotiations will be
successful and either side could still
walk away, the person said. The dis-
posal of the unprofitable paper
would be positive for Dublin-based
Independent News & Media, which
is currently renegotiating the terms
of its debt with banks and bondhold-
ers after failing to make a Œ200 mil-
lion debt payment last month. Inde-
pendent News’s former CEO, Sir An-
thony O’Reilly, struggled for years
to make the paper profitable but
couldn’t overcome intense competi-
tion in Britain’s national newspaper
market amid falling newspaper read-
ership. Earlier this year, Mr. Lebe-
dev, who owns a Russian newspaper,
bought a majority stake in London’s
Evening Standard newspaper for a
nominal sum.

THE MART
ANNOUNCEMENTS

AUTOMOTIVE

AVIATION

BOATING

BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES
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BUSINESSES FOR SALE

CAPITALWANTED

CAPITALWANTED

TRAVEL

Now accepting new clients for
private banking accounts. For info
call Switzerland.

41 41 712 1847
Admin@offshore-Swiss.com

Swiss Trust Company

1976 Cadillac Eldorado Convertible
1 owner, 6,100 miles. 100% Original and truly
pristine. Stored on jacks and covered in climate-
controlled environment. Never in elements, top
never down. All options, including rare fuel injection
and fiberglass boot. The finest original condition of
its kind available. Offered at $38,500.

Call (847) 941-2526

S/N 5736 - 1,100 Hrs
Dual FMS, Iridium phone, Airshow 410,
Sat weather, XM radio, factory warranty,

priced at wholesale.
Clay Lacy Aviation - BradWollen

206-762-2250
bwollen@bfi.claylacy.com

2007 Citation XLS

Brand New!!
161' Trinity M/Y
Stunning interior

Must Sell
1-954-646-3090

CEO/Biz Coaches Wanted
8-yr old company, Proven Methods
Detailed Training & Mrktg Support

CEO Income Potential
Sales executives, entrepreneurs,

CEOs all are great fit
Call 770-632-7647

ValueForwardNetwork.com

Swiss based Financial Services Company can
provide and pledge fully Insured (A rated) Bonds
to secure Corporate Finance. Create financial
strength for your Company. Brokers/Agents
needed to represent our many products and
locate good Projects that require financing.

Contact us in Zurich at 41 - 43 - 244 - 8790

FINANCIAL STRENGTH

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

LEADERSWANTED!
Expanding International marketing
opportunity seeking working partners;
training provided.

Call: 1-888-308-9097
code: AD

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Broken Software System?
Bug fixing, performance optimization,
deconstruction of mystery code on project
basis. Free phone consultation on online
survey completion. VIBIANCE

www.vibiance.com

Ammunition Company
§ Manufacturing & Sales
§ Niche Market
§ Sales $17,000,000
§ Price $6,000,000
§ Plus Inventory
§ Black Hills of South Dakota

(605) 718-4000
Broker Represented

Operating a very sought after market
niche. Needs investing partner(s) to grow.
Less than USD $1 million investment and
very interesting return possibilities.

Nami: 646-204-8836

Well Established US Travel
Company Seeks Partner(s)

Renaissance Senior
Investments, LLC

FUND I
Seeking equity partners to

acquire stabilized, cash flowing Senior
Housing Projects (AL, IL, MI, or CCRC)

Initial returns include 8% preferred cash on
cash return, with expected rate of 25% or

above with in 5 years
Contact:

Ralph Bellande, CEO -
502-228-8131

Brendan Phalen, CIO -
347-661-4897

www.renaissancesenior
investments.com

Lab tested to save 50% Water
by Princess Cruise Lines &

Claremont University
Selling Co shares @ $1 at par
Potential $2 - $10 a share
www.AutoTouchFaucets.com

Tel: 888-827-827-2
Info@AutoTouchFaucets.com

NEW GREEN INVENTION

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise

Emma Balogun

TheWall Street Journal Europe

+44 207 842 9608

emma.balogun@dowjones.com
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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 06/10 GBP 6.79 1.9 –20.3 –14.9

Andfs. Borsa Global GL EQ AND 06/10 EUR 5.59 –3.6 –33.7 –24.6

Andfs. Emergents GL EQ AND 06/10 USD 13.72 37.2 –31.3 –12.1

Andfs. Espanya EU EQ AND 06/10 EUR 11.03 1.9 –25.4 –20.0

Andfs. Estats Units US EQ AND 06/10 USD 12.74 4.4 –31.5 –19.6

Andfs. Europa EU EQ AND 06/10 EUR 6.65 2.5 –29.4 –23.4

Andfs. Franca EU EQ AND 06/10 EUR 8.29 0.1 –31.0 –25.4

Andfs. Japo JP EQ AND 06/10 JPY 486.58 11.0 –31.6 –26.9

Andfs. Plus Dollars US BA AND 06/10 USD 8.59 1.8 –16.8 –10.2

Andfs. RF Dolars US BD AND 06/10 USD 10.59 3.7 –7.0 –2.7

Andfs. RF Euros EU BD AND 06/10 EUR 9.81 9.6 –8.2 –6.7

Andorfons EU BD AND 06/10 EUR 13.09 9.8 –10.7 –9.3

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

Andorfons Mix 30 EU BA AND 06/10 EUR 8.40 3.7 –22.4 –16.1

Andorfons Mix 60 EU BA AND 06/10 EUR 8.05 –0.9 –31.4 –22.5

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 06/05 USD 195225.90 44.7 –19.1 –13.1

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 06/11 EUR 9.73 –3.4 –5.1 –2.5
DJE-Absolut P GL EQ LUX 06/11 EUR 185.22 5.7 –21.5 –13.7
DJE-Alpha Glbl P EU BA LUX 06/11 EUR 163.22 6.1 –16.7 –9.9
DJE-Div& Substanz P GL EQ LUX 06/11 EUR 188.01 7.5 –17.9 –11.7
DJE-Gold&Resourc P OT EQ LUX 06/11 EUR 151.82 16.1 –17.6 –5.4
DJE-Renten Glbl P EU BD LUX 06/11 EUR 123.85 3.5 3.0 0.5
LuxPro-Dragon I AS EQ LUX 06/11 EUR 132.65 42.9 –2.2 –1.0
LuxPro-Dragon P AS EQ LUX 06/11 EUR 129.44 42.6 –2.7 –2.2
LuxTopic-Aktien Europa EU EQ LUX 06/11 EUR 15.67 9.4 –9.2 –7.0
LuxTopic-Pacific AS EQ LUX 06/11 EUR 12.74 40.8 –29.9 –19.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 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 06/10 USD 297.19 21.0 –4.6 –0.5
Sel Emerg Mkt Equity GL EQ GGY 06/10 USD 173.13 32.2 –31.4 –12.9
Sel Euro Equity EUR US EQ GGY 06/02 EUR 82.94 11.3 –36.2 –28.8
Sel European Equity EU EQ GGY 06/10 USD 153.13 11.4 –39.9 –26.0
Sel Glob Equity GL EQ GGY 06/10 USD 159.45 11.0 –35.7 –25.2
Sel Glob Fxd Inc GL BD GGY 06/10 USD 128.15 –0.6 –12.5 –3.7
Sel Pacific Equity AS EQ GGY 06/10 USD 116.03 28.3 –28.8 –14.2
Sel US Equity US EQ GGY 06/10 USD 107.13 6.3 –32.2 –21.6
Sel US Sm Cap Eq US EQ GGY 06/10 USD 145.41 11.2 –33.4 –25.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 06/09 EUR 293.19 0.4 –13.1 –9.5
EPB Flexible 50/50 OT OT LUX 06/09 EUR 219.63 1.6 –18.9 –14.4
KBC Eq (L) Europe EU EQ LUX 06/10 EUR 430.69 10.8 –33.5 –27.3
KBC Eq (L) Japan JP EQ LUX 06/09 JPY 16942.00 1.3 –37.0 –30.6
KBC Eq (L) NthAmer EUR US EQ LUX 06/10 EUR 478.73 4.8 –34.2 NS
KBC Eq (L) NthAmer USD US EQ LUX 06/10 USD 699.91 5.5 –32.2 –19.6
KBL Key America EUR US EQ LUX 06/08 EUR 344.67 8.1 –37.6 –22.5
KBL Key America USD US EQ LUX 06/08 USD 364.61 9.5 –36.0 –21.0
KBL Key East Europe EU EQ LUX 06/09 EUR 1605.76 51.7 –47.9 –26.9
KBL Key Eur Sm Cie EU EQ LUX 06/09 EUR 730.20 16.1 –40.2 –31.7

KBL Key Europe EU EQ LUX 06/09 EUR 546.11 5.3 –29.8 –24.3

KBL Key Far East AS EQ LUX 06/08 USD 1183.30 31.2 –27.1 –16.0

KBL Key Major Em Mkts GL EQ LUX 06/08 USD 512.68 49.6 –40.6 –14.5

KBL Key NaturalRes EUR OT EQ LUX 06/08 EUR 422.32 24.0 –30.7 –14.5

KBL Key NaturalRes USD OT EQ LUX 06/08 USD 445.34 23.5 –39.0 –12.9

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 06/05 USD 47.82 26.5 –31.7 –14.8

LG Asian SmallerCo's AS EQ BMU 06/10 USD 78.23 41.8 –35.3 –30.0

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 06/10 EUR 24.84 –5.3 –54.3 –45.7
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BEIJING—Bank of China Ltd. is
aiming to reduce the ratio of foreign-
currency assets in its portfolio by fo-
cusing on new yuan loans, its chair-
man said.

The state-controlled lender aims
to provide about 10% of new yuan
loans in China this year and plans to
adjust its asset portfolio and loan
structure to better cope with the glo-
bal crisis and economic uncertain-
ties, Xiao Gang said Thursday.

Bank of China plans to reduce the
weighting of its foreign-currency as-
sets in its portfolio by 10 to 15 per-
centage points “over the next few
years,” from 35% now, Mr. Xiao said
in an interview.

Bank of China’s large holdings of
foreign-exchange assets have
placed the bank at a disadvantage in
recent years as the appreciating
yuan has meant smaller profits gen-
erated by foreign-currency assets.
The bank has also acknowledged
that it has lagged its peers in build-
ing yuan-denominated business.

Mr. Xiao said the adjustment,
rather than indicating a decline in
volume in the bank’s foreign-ex-
change business, means it will de-

velop yuan-denominated business
“more quickly” than before.

He said the plan is in part con-
nected to the exchange-rate
changes of some major currencies
caused by the global crisis, but he
didn’t elaborate.

In the domestic market, Bank of
China will continue to improve its
revenue structure and lend-
ing quality and to limit
risks in loans, Mr. Xiao said.
New yuan loans between
January and May totaled
more than 500 billion yuan
($73.17 billion), which he
said accounted for about
10% of the entire banking in-
dustry’s new yuan loans,
which he estimated at more
than five trillion yuan.

Final lending data for
the five months aren’t yet
available. In the year’s first
four months, China’s banks ex-
tended 5.17 trillion yuan of new
loans, more than in all of 2008.

The banking industry’s new yuan
loans may exceed eight trillion yuan
this year, Mr. Xiao said, but he added
that there are many uncertainties af-
fecting lending growth. Bank of China
aims to maintain its share of new
yuan loans at around 10% for the year,
he said.

China’s banking regulator re-
cently urged lenders to stay vigilant
against a possible deterioration of
asset quality and make sure loans

are fueling the real economy. Chi-
nese banks have since slowed the
pace of lending from historic highs
made in the first three months.

As part of its efforts to improve
its lending structure, Bank of China
aims to step up lending to environ-
mentally friendly or high-technol-
ogy projects, to small firms with an-

nual revenue below 100 mil-
lion yuan, and to local com-
panies to expand overseas.

Mr. Xiao said Bank of
China isn’t planning any
overseas mergers or acqui-
sitions at present and is in-
stead focusing on organic
growth.

The bank plans to open
a branch in Brazil soon and
is also considering similar
moves in Dubai and south-
east Asia, he said.

Asked about the
progress of the bank’s earlier-stated
wish to help settle bilateral trade be-
tween China and Brazil using yuan
instead of U.S. dollars, Mr. Xiao said
Bank of China is still waiting for de-
tailed rules on the business by Chi-
nese regulators.

He cautioned that some Chinese
companies remain reluctant to set-
tle their trade businesses using the
local currency, preferring to use the
euro or the dollar.

“While there is demand, it’s still
not very big,” Mr. Xiao said.
 —Victoria Ruan and Jason Leow

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

Bank of China shifts focus
Lender to cut assets
of foreign currencies,
bolster yuan loans

Xiao Gang

China’s exports continue to decline

IEA raises 2009 forecast
for global crude demand
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By Spencer Swartz

The International Energy
Agency slightly raised its 2009
world crude-demand forecast, the
first upward revision in 10 months,
amid signs that an uptick in eco-
nomic activity is breathing some life
back into oil consumption.

In its monthly oil-market report,
the IEA said Thursday it expects glo-
bal crude demand this year to average
83.3 million barrels a day, represent-
ing an increase of 120,000 barrels a
day from the agency’s May estimate.

The forecast is still fairly grim,
however. Demand this year is ex-
pected to fall 2.9%, or by 2.5 million
barrels a day, according to IEA esti-
mates. Yet the revision signals that
the sharp deterioration in demand
in past months has probably ended.

“It’s a fairly modest revision,”
said David Fyfe, editor of the IEA re-
port. “Some first- and second-quar-
ter [macroeconomic] data is looking
slightly healthier than we expected,
but it’s still very early days.”

Mr. Fyfe said much of the revi-
sion, the IEA’s first upward move
since August, was driven by a pickup
in production of plastics and other
petrochemical products in Asia. The

IEA’s slightly sunnier take on world
oil demand mirrors other recent in-
dustry forecasts.

More encouraging economic
data and some speculative invest-
ment have pushed U.S. crude prices
to a seven-month high of around $72
a barrel, double the level at the end
of 2008. Benchmark crude oil for
July delivery was up $1.29 to $72.62
a barrel in midday trading Thursday
on the New York Mercantile Ex-
change.

THE INTERNATIONAL INVESTOR

Source: International Energy Agency
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By Andrew Batson

BEIJING—The decline in China’s
exports continued to deepen in May,
new data show, emphasizing how
hopes for a recovery in the world’s
third-largest economy remain
pinned on the effectiveness of the
government’s stimulus program.

Exports in May fell 26.4% from a
year earlier, China’s Customs
agency said Thursday, accelerating
from April’s 22.6% decline. The
weak performance helped to shrink
China’s trade surplus, which at
$13.39 billion for May is more than a
third smaller than in May 2008.
Along with continued steep drops in
May exports from South Korea and
Taiwan, the latest figures signal
that world demand remains weak de-
spite some recent signs of improve-
ment.

China’s leadership is working to
counter the global downturn with a
massive program of public works

and industrial aid, financed by a
wave of bank lending as well as di-
rect government spending. Other
data issued Thursday showed stimu-
lus money continuing to flow into
the economy. Fixed-asset invest-
ment, China’s main measure of capi-
tal spending, rose 38.7% in May from
a year earlier and is up 32.9% so far
in 2009. That is the fastest growth
since the investment boom of
2004—but activity still remains con-
centrated in the areas benefiting
from the government measures.

“Government has the power to
keep the economy from declining,
but not to make an effective recov-
ery,” Fan Jianping, chief economist
of the State Information Center, a
government think tank, wrote in an
article this week. “A solid rebound
in the economy still needs endoge-
nous growth momentum from the
market, especially private-sector in-
vestment and the steady growth of
household consumption.”

There is little question that the
state is leading the way in spending
this year. Fixed-asset investment by
state-owned enterprises is up 40.6%
in the first five months of the year,
while foreign companies contrib-
uted little or no growth. But growth
in real-estate investment, much of
which is driven by the local private
sector, reached 12% in May as a con-
tinued rise in property sales encour-
aged new construction of housing.
That has raised hopes that compa-
nies are becoming more willing to in-
vest.

“Amidst continued weakness in
external conditions, China will
likely remain reliant on domestic in-
vestment for growth in the short
term,” Morgan Stanley economists
said in research note Thursday.
“The most encouraging recent devel-
opment, in our view, is actually the
rebound in activity in the property
sector.”

By John Lyons

SÃO PAULO—Brazil and Russia
are set to unload U.S. Treasury
bonds as they acquire $10 billion
each of new International Monetary
Fund securities designed to bolster
the institution’s aid programs, offi-
cials in the countries said.

The moves are part of a bid by
the so-called BRIC nations—Brazil,
Russia, India and China—to play a
bigger role at the IMF and other in-
ternational institutions. A big part
of that is getting more of a say in
IMF lending decisions; providing
more funding to the institution is a
first step toward that.

Strapped for cash, the IMF has
been designing a bond that would
meet the demands of Brazilian and
other central banks since January.
In addition to pledges by Russia and
Brazil, China is considering the pur-
chase of as much as $50 billion. In-
dia is expected to announce a pur-
chase in the range of the Brazilian

and Russian pledges.
The announcements come amid

complaints from Brazil, China and
Russia about the dollar’s dominance
as a reserve currency since the glo-
bal economic crisis deepened last
year. Officials are concerned that
U.S. efforts to pull out of a recession
by borrowing may ultimately de-
base the greenback and undermine
the value of their reserves. China is
the world’s biggest holder of re-
serves; Russia is third, India is
fourth and Brazil is seventh.

Reflecting these concerns, Al-
exey Ulyukaev, first deputy chair-
man of Russia’s central bank, said
Wednesday that Russia would
slowly cut the amount of U.S. Trea-
surys in its mix of reserves.

To be sure, BRIC countries aren’t
talking about abandoning the dollar.
China’s vice foreign minister He
Yafei said as much Tuesday. “No-
body is talking about dumping the
dollar. I don’t think this is realistic,”
he said, according to Reuters.

Brazil, Russia trade U.S. debt
for greater clout with the IMF
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By Gerald F. Seib

Think of the federal budget defi-
cit as a nasty virus lurking inside
U.S. President Barack Obama’s
plans, threatening both his efforts
at economic recovery and his
broader agenda. This virus will need
long-term treatment—years of it.

But the deficit also is becoming
a significant short-term psycholog-

ical problem that
the administra-
tion has to deal
with now. Put sim-
ply, if the adminis-

tration can’t convince the financial
markets, the Congress and the pub-
lic that it really, truly will cut into
the deficit over time, even if it
can’t do so for a while, the long-
term economic and political prob-
lems get a lot worse.

This week the warning signs be-
gan popping up—as did the begin-
nings of a serious administration
effort to deal with deficit psychol-
ogy. In the financial markets, long-
term interest rates rose to their
highest level of the year, at least in
part out of concerns over big gov-
ernment borrowing in the years
ahead, raising a new threat to re-
covery in the housing industry.

And on the political side, Repub-
licans showed they think the defi-
cit is an issue they can use to good
effect to attack the president, us-
ing it as a double-whammy to ques-
tion his economic plan’s effective-
ness and to portray his agenda as a
big-spending liberal wish list.

Ohio Republican Sen. George
Voinovich, a longtime scold on fis-
cal responsibility, took to the Sen-
ate floor Wednesday to declare
that Mr. Obama “must not be seri-
ous about addressing the growing
national debt, or worse yet doesn’t
understand the fiscal crisis we are
in, or even worse than that he just
doesn’t care.”

This is hardly lost on the presi-

dent and his aides, who have begun
a counterattack to dispel any no-
tions they are complacent about a
projected $7 trillion in deficits
over the next decade, even as they
oversee dispersal of spending to
stimulate the economy and rescue
the financial system.

First, Mr. Obama Tuesday
called on Congress to pass legisla-
tion enshrining “pay-go” budget
practices that require lawmakers
to find a dollar of savings or taxes
for every new dollar spent. (Skep-
tics, some within the president’s
own Democratic Party, immedi-
ately noted that the proposal came
with a multitrillion-dollar loop-
hole because it would exclude from
pay-go rules Medicare payments
to doctors, changes in the estate

and gift taxes, the Alternative Mini-
mum Tax and extension of the Bush-
era tax cuts.)

At the same time, the White
House is preparing to announce a
plan to squeeze billions of addi-
tional dollars out of Medicare
costs, which are the cause of so
many long-term deficit woes. That
comes a few weeks after Mr. Obama
ordered cabinet members to find
$100 million in administrative sav-
ings in their budgets, and pledged
to find bigger savings elsewhere, a
step that proved too token to have
much psychological impact.

As all that suggests, the adminis-
tration is embarking on some seri-
ous signal-sending to convince the
world that it’s on the case and com-
mitted to at least keeping the deficit

as a share of gross domestic product
to historically acceptable levels.

“I think we have been careful
from the beginning to highlight
that in the midst of a dangerous
problem you need fiscal stimulus,
but that in the long run the debt-to-
GDP ratio has to be on a sustain-
able path,” says Lawrence Sum-
mers, head of the White House’s Na-
tional Economic Council and a vet-
eran of the Clinton-era battles
against the deficit.

Administration officials also in-
sist that the recent bond-market
move to push up interest rates is
less rooted in fears about govern-
ment spending than some claim.
The increases are as much the re-
sult of a belief that economic recov-
ery is happening faster than ex-

pected, they argue, noting that the
stock market and interest rates are
rising in tandem. If the real cause
of higher interest rates were the
deficit, the market likely would be
slumping.

“The journalistic narrative on
the increases in interest rates” has
“given more weight to concerns
about the deficit” than is justified,
argues one senior administration
official.

Others aren’t so sure. “Sorry,
but I don’t buy the notion that the
backup in bond yields is a happy
and harmless confirmation that
the economy is recovering,” eco-
nomic consultant Ed Yardeni
wrote to his clients in his daily
briefing Thursday.

In any case, officials say they
recognize more will be needed
over time. Eventually, the presi-
dent will have to propose ways to
hold down Social Security costs.
And Obama aides continue talk of
an eventual tax-reform plan that
will generate more revenue.

But the big elephant in this
room is health care. In the eyes of
most Obama aides, the most impor-
tant deficit-fighting measure of
the next few months is the effort to
pass a health-care overhaul that ex-
pands coverage without costing
more federal dollars, and that
makes systemic changes that hold
down overall health costs.

The federal government, as the
nation’s single biggest buyer of
health care, has more at stake in
cost containment than anybody
else. “We are addressing health
care…because if you don’t address
that, you’re on an unsustainable
path on deficits,” says Peter
Orszag, the head of the president’s
Office of Management and Budget.

There are many pieces to the
long-term deficit puzzle, but Mr.
Orszag is right: The biggest one is
labeled “health costs.” It’s the one
to watch.

Deficits catch White House’s attention
Administration works to convince markets, public that it can narrow the gap; health-care spending is key

By Phil Izzo

Economists expect U.S. unem-
ployment to remain above 9%
through the end of 2010, and most
believe the Federal Reserve won’t
raise interest rates until next
spring at the earliest.

The latest Wall Street Journal
forecasting survey found the 52
economists, on average, foresee

economic growth returning in the
third quarter of this year, with the
recession ending in August.

Nearly three-quarters give
some credit to Treasury Secretary
Timothy Geithner, saying his bank-
ing plan is beginning to work. And
by nearly 2 to 1, they said Mr. Geith-
ner has performed better than his
predecessor, Henry Paulson.

But central-bank actions re-
main at center stage. “The Fed has
been much more effective” than
the Treasury plans, said Bruce Kas-
man of J.P. Morgan Chase & Co.

Amid signs that the pace of eco-
nomic decline is abating and amid
concerns about inflation, short-term
fixed-income markets have boosted
the odds that the Fed will raise rates
by the end of this year from the cur-
rent range of zero to 0.25%.

The majority of economists,
though, don’t see that happening.
Just 18% of respondents expect the
central bank to raise rates this
year. Some 32% said rates will go
up in the first half of 2010, while
36% don’t see a higher federal-
funds rate—what banks charge
one another for overnight loans—

until next year’s second half. The
others think rates won’t move un-
til 2011 or later.

The economists were surveyed
June 5-9.

“The Fed will pull back on its bal-
ance sheet well ahead of raising
rates,” said Diane Swonk of Me-
sirow Financial. “Moreover, infla-
tion is more of a five-year than two-
year threat.”

Indeed, 70% of the economists
said the Fed shouldn’t increase its
purchases of U.S. Treasurys. Be-
fore the Fed can unwind its $2 tril-
lion balance sheet, it has to stop ex-
panding it. Meanwhile, inflation
isn’t considered a near-term
threat. On average, the economists
don’t expect the consumer-price in-
dex to top 2%—the Fed’s perceived
target—through all of 2010.

In a speech in Beijing on Thurs-
day, former Fed Chairman Paul Vol-
cker echoed that sentiment, say-
ing, “This is not an environment in
which inflationary pressures are
at all likely for some time to come.”

And by nearly 2 to 1, the econo-
mists see the recent rise in 10-year
Treasury yields as a sign that mar-

kets are stabilizing. Only about
one-third of respondents see the in-
crease as a worrying sign that re-
flects concerns about the U.S. defi-
cit and inflation. On average, the
economists also don’t expect oil
prices to spiral out of control, with
the average forecast putting the
price of a barrel of crude at about
$72 by December of 2010—which
is right around its current level.

If inflation remains at bay, the
Fed will have to focus on the other
part of its dual mandate: maintain-
ing full employment. That could be
a tall order because even though
economists see a return to growth
in the third quarter, they expect
the unemployment rate to hit 9.9%
by the end of this year. And the
turnaround in the labor market is
expected to be slow. By December
2010, they expect the rate to drop
back only to its current level of
9.4%, with the economy shedding
an additional million jobs over the
next 12 months.

“For real people, there is no re-
covery until the unemployment
rate stabilizes,” said Nicholas S.
Perna of Perna Associates. “If the

Fed starts raising rates in the face
of continued job losses, it could
abort a recovery.”

On the housing front, econo-
mists foresee that market remain-
ing under pressure. Most said
home prices won’t stop declining
until the first half of 2010, and
even then prices for next year are
expected to be mostly flat. But 92%
of the economists said an end to
home-price drops isn’t a prerequi-
site for a sustained recovery.

Economists see Fed standing pat until spring Fed on hold
When do you expect the Federal 
Reserve to begin to lift the federal- 
funds rate from its current levels?

Source: The Wall Street Journal survey 
of economists
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U.S. President Barack Obama, shown boarding a plane Thursday, is counteracting notions he is complacent about deficits.
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Egypt investigates trader
over Russian wheat imports
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By Sarah McFarlane

And Nour Malas

LONDON—Egyptian authorities
are conducting a criminal investiga-
tion into whether Egyptian Traders
Co., one of the country’s largest
wheat traders, imported Russian
wheat that didn’t meet Egyptian
specifications, Egypt’s Ministry of
Trade and Industry said Wednesday.

Investigators are looking into
whether documents submitted by
the company were forged, said
Hisham Ragab, the assistant minis-
ter of trade for legal affairs.

Ashraf El Attal, Egyptian Trad-
ers’ chief executive, said in an email
that the investigation was com-
pleted on Sunday, denying that the
probe is continuing.

The Ministry of Trade and Indus-
try confirmed the criminal investiga-
tion Wednesday.During the past
month, a controversy over whether
some imported Russian wheat met
Egyptian specifications caused
greater scrutiny of Russian wheat
imports and provoked complaints
from Russia’s government. Some
shipments were held up by Egyp-

tian authorities at the Red Sea port
of Safaga.

Egypt is one of the world’s larg-
est wheat buyers.

The Ministry of Trade and Indus-
try brought the issue of the im-
ported Russian wheat to the atten-
tion of the state’s General Prosecu-
tion Office about three weeks ago
and is aware of the office’s criminal
investigation, Mr. Ragab said.

An official at the General Prose-
cution Office declined to comment.
“As a prosecution office, we will not
say anything until we see what the
situation is,” said Khaled Rustom, a
counselor at the office. The investi-
gation follows controversy over
shipments of Russian wheat to
Egypt. In May, Egyptian authorities
quarantined a shipment of 52,501
metric tons of Russian wheat im-
ported by Egyptian Traders because
it found weed seeds and dead in-
sects in the grain.

At the time, Mr. Attal said the ves-
sel was being held subject to the con-
clusion of the state prosecutor’s in-
vestigations into whether the quar-
antined wheat was fit for human con-
sumption.

By Yuka Hayashi

TOKYO—As hopes for a quick re-
covery begin to replace gloom over
Japan’s economy, investors at one
point sent the Nikkei Stock Average
of 225 companies above 10000 on
Thursday, a level it hadn’t seen in
eight months.

Only a few months ago, Japanese
stocks were among the least-popu-
lar asset classes in the global mar-

ket as investors
watched the dam-
age the economic
slump was inflict-
ing on Japan’s ex-

port-driven economy. But the econ-
omy that surprised investors with
its downside is now making them
hopeful with its potential upside.

After losing 40% of its value over
the previous six months, the Nikkei
has soared 41% since early March.
This puts it ahead of the U.S.’s Stan-
dard & Poor’s 500-stock index, with
a 32% gain over the same period,
and the U.K.’s FTSE 100 index, with a
20% rise, though it still lags behind
Asia’s emerging markets.

The Nikkei ended Thursday at
9981.33, down 0.1% from Wednes-
day, after rising as high as 10022.23
during intraday trading.

After slashing their production
and exports, sometimes by more
than 50% of previous levels, Japa-
nese manufacturers have been re-
storing activities at a solid pace in re-
cent weeks. Because the economy is
rebounding from such a low level,
some economists are calling it a “V-
shaped” recovery.

Following four consecutive quar-
ters of contraction, including a
14.2% retreat in the January-March
period, Japan’s gross domestic prod-
uct is likely to grow by an annual-
ized pace of 2% during the current
quarter, followed by expansion of
3% in each of the following two quar-
ters, according to Takuji Aida, a UBS
securities economist in Tokyo. This
means Japan’s economy would out-
perform other major economies, in-
cluding the U.S.’s and European
Union’s, in coming months.

Mr. Aida, who, like many other
economists, remains cautious about
the long-term outlook for Japan be-
cause of sluggish domestic demand,
says the nation owes much of its latest
recovery to “pent-up demand” from
consumers and companies in China.

After shrinking sharply late last
year, China-bound exports have
grown consistently on a month-on-
month basis this year, although to-
tal shipments still remained 25% be-
low previous year’s levels in April.

Demand for Japanese cars and
electronic gadgets in the U.S., the
most important market for Japan’s
top exporters such as Toyota Motor
Corp., remains in a slump as con-
sumers focus on reducing debts and
cutting spending. But exports
bound for the U.S. are stabilizing as
companies have reduced their inven-
tories to more comfortable levels.

Economists say many compa-
nies had cut production and ex-
ports faster than the actual decline
in consumer demand, exaggerating
the contraction in Japan’s economy
in recent months.

“Japanese companies responded
very rapidly [to the economic
slump] to keep inventories from pil-
ing up too much,” said Takatoshi Ito,
economics professor at the Univer-
sity of Tokyo and a member of the
government’s Council on Economic
and Fiscal Policy. “Since the econ-
omy went through adjustment
swiftly, I’d say, the recovery will also
materialize swiftly.”

Such optimism is supporting
share prices of some leading manu-
facturers. Shares of Nissan Motor
Co., for example, are up 97% in the
past three months while those of
Sony Corp. are up 55%.

Also boosting the outlook for the
Japanese economy this year is the
government’s hefty spending to
stimulate the economy. Since last
summer, Tokyo, despite its huge fis-
cal deficit, has rolled out four stimu-
lus packages, including a 15.4 tril-
lion-yen ($156.8 billion) plan for the
fiscal year that began April 1. This
represents 3% of the nation’s GDP.

“The sentiment over the econ-

omy has clearly turned,” says
Toshio Sumitani, head of the Invest-
ment Research Department at Tokai
Tokyo Research Center. Mr. Sumi-
tani says the Nikkei could break
above 11500 within the next three
months or so, regaining levels seen
before the collapse of Lehman Broth-
ers last September.

The latest rally in the Nikkei is
fueled by the return of foreign inves-
tors to the Japanese market, which is
explained by the return of risk appe-
tite among global investors. Foreign
investors, who tend to have decisive
effects on the direction of Japanese
stock prices because of their heavy
trading volumes, have been net buy-
ers of Japanese stocks over the past
two months. Stock-exchange data in-
dicate they have stepped up their pur-
chases since late May.

Elsewhere in Asia Thursday, Aus-
tralia’s S&P/ASX 200 rose 0.6% to
4047.20, a seven-month high, on a
broad rise in commodities stocks.
BHP Billiton rose 1.5% and Rio Tinto
added 5.5%, while Fortescue Metals
surged 21%. Some suggested it could
be a target for a Chinese buyer.
Fortescue said it had no explanation
for the recent strength in its shares.

Among other metals plays, Nip-
pon Steel rose 5.7% and JFE Hold-
ings advanced 3.7%, both in Tokyo,
while in Seoul, Posco rose 1.8% in
Seoul after confirming that Brazil-
ian miner Vale had agreed to a reduc-
tion in 2009 iron-ore prices.

China’s Shanghai Composite in-
dex shed 0.7% to 2797.32. Airline
shares fell amid persistent concerns
about declining demand as a result
of the spread of the swine-flu virus,
especially after the Hong Kong gov-
ernment said Thursday it was clos-
ing all kindergartens and primary
schools in the territory for two
weeks. Air China slid 3.9%, while
China Southern Airlines shed 3.5%.

Nikkei rides economic hopes
Index nears 10000,
up 41% since March;
‘V-shaped’ recovery
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Onward, upward
Stock-market indexes performance for the past three months:

*Midafternoon Thursday Source: Thomson Reuters Datastream
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Chocolate-bunny litigants
sent packing back to Austria

By Gina Chon

BAGHDAD—Iraqi Prime Minister
Nouri al-Maliki warned Thursday
that violence may increase because
of the coming U.S. withdrawal from
cities and the next national elec-
tions, and he urged the country’s se-
curity forces to remain vigilant as
they take on more responsibilities.

American combat troops are
scheduled to withdraw from Iraqi
cities at the end of this
month. Mr. Maliki said that
was a cause for celebration
and a victory for Iraq.

But Mr. Maliki said there
were still people who
wanted to destabilize Iraq
and stop progress in the
war-torn country. He cited
Wednesday’s car bomb at-
tack in Batha’a in southeast-
ern Iraq, where at least 32
people were killed, as evi-
dence of the kinds of inci-
dents Iraqis can expect
from people who are trying to bring
Iraq down.

Iraqi police initially blamed ex-
tremists for the attack. But Mr. Ma-
liki suggested on Thursday there
was a political component involved,
though he didn’t give details.

In the attack, “there was a politi-
cal message, and people are really
concerned about this,” Mr. Maliki
said in a speech at a meeting of top
security officials. “There will be
more of these kinds of events be-
cause we are near the time of the
next elections,” he said.

Iraqis are scheduled to vote in
elections on Jan. 31. Many residents
are concerned that the heated politi-
cal rhetoric that had been growing

in recent months could turn violent.
Top officials, such as Mr. Maliki,

President Jalal Talabani and parlia-
ment Speaker Ayad al-Sammaraie
have met recently to try to cool ten-
sions.

Mr. Maliki also said that with the
recent improvements in security,
more foreign investors are coming
to Iraq, and reconstruction is increas-
ing. He said Iraqi security forces
would have the extra responsibility,

as the U.S. draws down, of
protecting investment
projects and companies, in
addition to the population.

He expressed confi-
dence that Iraqi military
and police would be able to
maintain and improve cur-
rent security conditions, as
U.S. troops move back to
large bases outside of ur-
ban areas.

Separately, Iraqi govern-
ment spokesman Ali al-Dab-
bagh said in a statement is-

sued Thursday that the country
would allocate almost $100 million
for a referendum on a U.S.-Iraqi secu-
rity agreement that went into effect
this year. A referendum was a condi-
tion demanded by a Sunni bloc of
politicians, in exchange for voting
for the pact in parliament last year.

The referendum was supposed to
be held in July, but is now being de-
layed to take place at the same time
as the national elections on Jan. 31.

But elections are often delayed
in Iraq and it is possible that a vote
on the referendum won’t be held at
all. As part of the security pact, U.S.
troops are supposed to have a com-
plete withdrawal from Iraq by the
end of 2011.

Ireland consumer prices fall
Drop of 4.7% in May
was worst since 1933;
deflationary spiral?

EU, U.S. to file WTO suit against China

and its economy is deflating

*estimate             Source: Irish Central Statistics Office
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Ireland’s unemployment is rising...
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Go, Daddy, go
Crispin makes European
push by buying Swedish
digital-ad firm > Page 4

Iraq prime minister fears
new attacks after pullout

By Bob Davis

WASHINGTON—The Interna-
tional Monetary Fund says that a glo-
bal recovery in 2010 may expand at
a 2.4% clip, faster than it had antici-
pated, while the World Bank
estimates that 2009 will be
worse than it figured.

The dueling forecasts in-
dicate how difficult it is to
predict the course of a down-
turn that has battered
wealthy and poor countries
alike for the first time since
the Great Depression.

While the IMF gives
credit to the role of stimulus
spending in boosting eco-
nomic growth somewhat,
World Bank President Rob-
ert Zoellick said nations should focus
now on repairing financial systems.

The twin forecasts come as minis-

ters of the Group of Seven leading na-
tions—U.S., Britain, France, Canada,
Germany, Italy and Japan—prepare
to meet in Italy to chart the next
steps in addressing the economic
downturn. A leaders’ summit of the

G-8, which includes Russia,
will follow in early July.

The IMF forecast
comes from a briefing pa-
per for the G-7 ministers,
according to individuals fa-
miliar with the content.
The IMF estimates 2010
world growth at 2.4% com-
pared with its April predic-
tion of 1.9%. The IMF will
release a formal forecast in
time for the G-8 summit.

The World Bank pub-
licly released an update on

Thursday, but looked only at 2009,
saying it expected the global econ-
omy to contract by “close to 3%.”

That is bleaker than the bank’s
March estimate of a 1.75% contrac-
tion. Mr. Zoellick said that while there
are signs the recession may be easing
in wealthy countries, developing na-
tions are seeing a drop in exports, re-
mittances and foreign investment.

In April, the IMF estimated the
global economy will shrink by 1.3%
in 2009. The IMF and World Bank es-
timates aren’t directly comparable
because they measure growth some-
what differently.

The World Bank said developing
countries were likely to need be-
tween $350 billion and $635 billion
in financing in 2009 to roll over debt,
apart from anticipated private invest-
ment. Mr. Zoellick raised the pros-
pect of “large-scale public defaults”
unless countries can borrow that
money from institutions such as the
IMF, World Bank and regional devel-
opment banks.

World Bank, IMF forecasts clash

By John W. Miller

And Matthew Dalton

BRUSSELS—The European
Union and the U.S. will jointly file
suit against China at the World
Trade Organization this month in a
bid to stop the Asian giant from
hoarding key minerals and to set a
precedent for other big producers of
raw materials, people familiar with
the issue said Thursday.

For more than two years, China
has been using tariffs on exports to
keep important industrial ingredi-
ents such as zinc, tin and silicon for
use at home. At the same time,
Beijing has aggressively bought up
large quantities of minerals from re-
source-rich African countries.

Western governments say the pol-
icy gives Chinese chemical firms,

steelmakers and other producers an
unfair advantage. EU and U.S. trade
negotiators have prepared a list of
20 materials, mainly chemicals and
metals, they say are subject to illegal
export restrictions, though it is un-
clear how many of these will be part
of the WTO complaint, a European
diplomat said.

One restriction that has provoked
strong objections fromthe EU and the
U.S. is an export duty on yellow phos-
phorous, the diplomat said. China im-
poses a 95% duty on the material,
which is used to make numerous in-
dustrialchemicals,farabovelimitson
such duties that China accepted when
it joined the WTO, the diplomat said.

China also places quotas on the
amount of certain raw materials that
canbeexported,anotherpotentialvio-
lationofWTOrules,thediplomatsaid.

Russia, Ukraine, Argentina,
South Africa and India also have
slapped tariffs or imposed other re-
strictions on exports including
wood, chemicals and iron ore.

Chinese diplomats were “sur-
prised only at the timing” of the news
of a WTO challenge, said a Chinese
trade-ministry official based in Brus-
sels. “The Europeans have been com-
plaining about this for nearly two
years, but we thought it was coming
at the end of this year,” he said.

The official said China has im-
posed export tariffs of as much as
100% on some products, and these
were justified by “exceptional situa-
tions linked to our internal factors.”

The bureaucratic complexities of
the WTO system mean it will be at
leasttwoyears before aruling ismade
on the Chinese tariffs.

By Charles Forelle

BRUSSELS—Europe’s highest
court bounced a chocolate-bunny
case back to the Austrian Supreme
Court on Thursday, with a ruling
that left open whether Chocolade-
fabriken Lindt & Sprüngli AG is enti-
tled to a trademark for its foil-
wrapped Easter treat.

An Austrian rival, Franz
Hauswirth GmbH, had claimed the
Swiss chocolate maker’s trademark
on the “Gold Bunny” should be can-
celled, arguing that Lindt acted in bad
faith when itsought the markin 2000.

Lindt had sued Hauswirth, which
sells its own gold-foil-wrapped con-
fection, alleging trademark infringe-
ment.

The European Court of Justice in
Luxembourg was asked to clarify
what “bad faith” means in Euro-
pean Union trademark law. In its
judgment Thursday, the court set
out a three-pronged test for bad
faith: whether a trademark appli-
cant “knows or must know” that
someone else is using the mark,
whether a filing was made to block
that party from using it, and
whether the products have other le-
gal protections.

A Lindt spokeswoman didn’t re-
turn a message seeking comment.

Harald Schmidt, a lawyer for
Hauswirth, claimed victory. “The bar-
rier is very low” to prove bad faith,

he said. The ruling, he says, means
his client has to prove only that Lindt
should have known about the
Hauswirth bunny’s existence when it
filed its trademark application.

The case is the latest in a line of
rulings over three-dimensional
trademarks. Europe has been reluc-
tant to grant them, and the jurispru-
dence remains murky.

The chocolate bunnies are one of
Lindt’s most popular seasonal prod-
ucts, particularly in German-speak-
ing Europe. Millions are sold each
year. Hauswirth says it has been mak-
ing bunnies for decades, and it intro-
duced evidence suggesting they
were produced in Germany as far
back as the 1930s.

Nouri al-Maliki

By Quentin Fottrell

DUBLIN—Ireland’s consumer
price index fell by 4.7% in May from
a year ago, by far the sharpest of
price drops across Europe and the
worst here since 1933.

Inflation has turned negative in a
handful of countries across the
16-nation euro currency zone. The
European Central Bank expects en-
ergy prices to push the bloc’s infla-
tion rate into negative territory for a
few months this summer but sees
the rate rising again toward year-
end.

Pushing Ireland’s index down
were lower mortgage-interest re-
payments as the housing market has
virtually ground to a halt, com-
pounded by a fall in energy prices.
Excluding mortgage interest costs,
the May consumer price index was
down 1.2% from a year earlier, the
country’s Central Statistics Office
said. Mortgage interest costs were
down 42.4% on the year and, on the
month, there was also a 12% drop in
natural gas and 10.4% drop in elec-
tricity prices.

“The economy is certainly going
deeper into deflation,” said Bloxham

Stockbrokers chief economist Alan
McQuaid, who cited mortgage costs
as the main culprit. “Core inflation is
falling in Ireland. The worry now is:
Are we heading into a deflationary
spiral?”

The risk is that householders
may start to think prices will keep
falling, which will become a self-ful-
filling prophecy, meaning even less
consumer spending and invest-
ment. “Every wage cut and price fall
reduces cash flow and people’s abil-
ity to pay their debts,” Mr. McQuaid
said.

Late Wednesday, Irish Central
Bank Governor John Hurley said the
government’s deteriorating fi-
nances was a cause for serious con-
cern.

“The importance of taking effec-
tive and immediate steps to im-
prove cost competitiveness and ad-
dress fiscal imbalances cannot be
overstated,” he said.

Ireland’s troubles are beginning
to wear on the euro, which slipped
against the dollar and the pound in
currency trading earlier this week af-
ter Standard & Poor’s rating agency
downgraded Ireland’s sovereign
debt. It cited an unexpected jump in
the government’s debt burden seen
coming later this year.

Most economists see unemploy-
ment here hitting 17% by the end of
next year from a current rate of
nearly 12%, with a general govern-
ment deficit expected to hit 9% of
GDP in 2009.

Robert Zoellick
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Private equity and defaults
At InvestIndustrial,
rare case of investors
missing a capital call

UBS asset management
reorganizes U.K. bond team

By Toby Lewis

Italian buyout firm InvestIndus-
trial Holdings Ltd. is pressuring
some of its investors to make good
on their commitments to a fund, a
sign of the strains the financial cri-
sis is putting between private-eq-
uity funds and their investors.

Investors in private-equity funds
usually commit a certain amount of
capital to a firm and make the money
available whenever the fund decides
to make an investment. Recently,
some investors have found that they
were in danger of being unable to
carry through on that commitment.

They have either pre-emptively
sold their interests in the fund, or ne-
gotiated with the manager to scale
back investing or their commit-
ments. SVG Capital PLC and Can-
dover Investments PLC, for in-
stance, have needed to renegotiate
commitments they had with affili-
ated buyout firms Permira Hold-
ings Ltd. and Candover Partners
Ltd., respectively.

InvestIndustrial’s talks are the
more rare case of investors actually
defaulting on a commitment, leav-
ing InvestIndustrial to negotiate
what money it can from them.

In December, a part of the estate
of Lehman and HRJ Capital LLC de-
faulted on a capital call for funds for
the buyout firm to increase its stake
in motorcycle company Ducati, ac-
cording to three people familiar
with both sides of the situation.

As a result, InvestIndustrial,
which was founded by veteran deal
maker Andrea Bonomi and raised It-
aly’s then-largest buyout fund at Œ1
billion ($1.4 billion) last year, con-
tacted its lawyers to examine the de-
tail of its contract with the inves-
tors. It is now holding negotiations
with the two investors, a person
close to the talks said.

The person said these parties had
engaged in “positive dialogue.” When
asked if they would end up in court,
he added: “It is impossible to say. [A
worst-case scenario] is something ev-
eryone would be keen to avoid.”

The firm could also look to sell
the investors’ fund interests in the
secondary market and repay the
money it recoups from the sale to
the defaulting investor. This was a
likely option, one person said.

The lawyers said that given dis-
tressed market conditions, this sum
is likely to be small. The person
close to negotiations said the two in-
vestors represented just under 2%
of the firm’s assets under manage-
ment of Œ1.8 billion.

InvestIndustrial, HRJ and Price-
waterhouseCoopers, administra-
tors of Lehman Brothers in the U.K.,
declined to comment. Rubenstein,
the public-relations company of Leh-
man Brothers in the U.S., didn’t re-
spond. Lehman Brothers fell into
bankruptcy in September last year.
HRJ Capital was bought by private
equity asset manager Capital Dy-
namics in April 2009.

Private equity gains favor
with B-school graduates

InvestIndustrial is in talks with two investors after they defaulted on a capital call
for funds for the buyout firm to increase its stake in motorcycle company Ducati.
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The Italian buyout
firm is pressuring
some of its investors
to make good.

By Oliver Smiddy

The percentage of graduates
from the world’s top business
schools taking private-equity jobs
has more than doubled in the past
six years, according to the business
schools’ numbers.

Financial News analyzed figures
from five of the most popular M.B.A.
schools: Harvard Business School,
Stanford Graduate School of Busi-
ness and the Wharton School at the
University of Pennsylvania in the
U.S.; the U.K.’s London Business
School; and Insead, based in France
and Singapore.

The percentage of Harvard
M.B.A. graduates moving into pri-
vate equity and venture capital has
more than doubled, from 8% in 2003
to 21% among last year’s graduates.
In that time, the proportion moving
into investment banking rose far
less, from 7% in 2003 to 9% last year.

Data from Stanford showed a sim-
ilar trend, with 9% of graduates
choosing private equity in 2003 ris-
ing to 19% last year, compared with
4% and 5% for investment banking.

Harvard supplied the highest
number of M.B.A. graduates moving
to private equity last year, with 191.
Stanford was second with 72, ahead
of Wharton’s 45, Insead’s 25 and Lon-
don’s 22.

Private equity’s rise in popular-
ity reflects the perception that grad-
uates could make more money work-
ing in the asset class than in invest-
ment banking, but also follows sub-
stantial growth in the size of the pri-
vate-equity market.

However, an M.B.A. isn’t a prereq-
uisite for joining many private-eq-
uity firms. A sample of 10 large Euro-
pean and U.S. firms showed that
52% of the executives at partner
level or above had obtained M.B.A.s.

Apax Partners OKC had the high-
est proportion of partners with
M.B.A.s, with 77%, or 33 of its 43
partner-level executives, according
to data from the firm.

Firms’ Web sites showed French
group PAI Partners had the lowest
proportion, with 21%, or four of its
19 partner-level executives.

The private-equity units of U.S.
firms Kohlberg Kravis Roberts and
Blackstone Group also had high pro-
portions of MBAs among their se-
nior staff, 61% and 63%, respec-
tively.

Patrick Dunne, group communi-
cations director at 3i Group PLC,
where 48% of partner-level staff had
M.B.A.s, said: “For some people, [an
M.B.A.] can be fantastically helpful—
for those without a finance back-
ground, for example, it can be a use-
ful way of picking up necessary skills
and knowledge.”

By Mike Foster

The head of sterling-denomi-
nated bonds at the asset-manage-
ment arm of UBS AG is leaving as the
Swiss bank reorganizes its U.K.
fixed-income team.

Nic Barnes has resigned from
UBS Global Asset Management after
a difficult trading period. The
group’s core U.K. bond portfolio lost
17.9% in the 52 weeks to April, ac-
cording to figures from the group.

Mr. Barnes’s responsibilities are
being absorbed by Bob Jolly, head of
currencies, and Alix Stewart, who
looks after U.K. corporate bonds.

UBS’s funds investing in debt
across a number of currencies have
all struggled in the year to April. Its
core U.S. bond portfolio lost 11.3%
over the period, while emerging and
high-yield bond portfolios also per-
formed poorly for the bank.

John Dugenske was appointed as
head of U.S. bonds from Neuberger
Berman early this year, succeeding
John Penicook.

Australia, Canada, European, glo-

bal sovereign, Japanese and Swiss
bonds were second quartile or bet-
ter over the 12 months. Most equity
styles were first or second quartile,
although Japan, U.S. small-cap and
global ex-U.S. growth disappointed.

A UBS spokeswoman said: “In
May 2009 we undertook a review of
our U.K. fixed-income capability as
we felt that we could bring our
broader resources to bear more effi-
ciently on U.K. fixed-income portfo-
lios. As a result of this review we
have integrated the portfolio man-
agement of U.K. fixed-income strate-
gies into our broader London-based
investment team.”

Rob Gambi remains in place as
overall head of bonds at UBS.
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Pakistan’s resolve tested
in Swat Valley offensive

Politics part of China’s filter
Blocking software
seems to have targets
beyond pornography

Pyongyang seeks more funds

By Loretta Chao

BEIJING—Web-filtering soft-
ware that the Chinese government
will require on all new personal com-
puters includes data files contain-
ing political keywords and Web ad-
dresses, suggesting it could block
more than just pornography, say
people who have studied the pro-
gram.

Chinese officials and the main de-
veloper of the software have said
the purpose of the software, called
Green Dam-Youth Escort, is solely to
enable parents to prevent their chil-
dren from viewing online pornogra-
phy. But foreign industry officials
and free-speech advocates have crit-
icized the plan as an effort by
Beijing to expand its censorship
powers. A notice sent to PC makers
last month said they must include
the software with all new PCs
shipped in China as of July 1.

Isaac Mao, a fellow at Harvard
University’s Berkman Center for In-
ternet & Society, said Green Dam

data files have a broad range of polit-
ical content, “much more than Falun
Gong,” the banned spiritual group.

Mr. Mao, who has seen the pro-
gram’s coding, said the words in the
lists aren’t necessarily blocked by
the software. He said the blocking
will appear inconsistent to users be-
cause the program includes mecha-
nisms that activate and deactivate
various functions. The software also
appears to communicate with a cen-
tralized server, he said.

Shi Zhao, a prominent blogger
from Beijing, said he and other pro-
grammers found several data files
that included Chinese phrases such
as “6-4 massacre”—a reference to

the Tiananmen Square military
crackdown on June 4, 1989—and
“the celebration of Tibetan people.”

There are two kinds of keyword
documents in the software: one is re-
lated to pornographic content, and
the other related to political content,
he said. “The documents related to
political stuff are very big—much,
much bigger than those related to
pornographic content,” he said.

China’s Ministry of Industry and
Information Technology, which is-
sued the Green Dam requirement,
didn’t respond to requests to com-
ment.

Bryan Zhang, founder of Jinhui

Computer System Engineering Co.,
one of the companies that created
Green Dam, said the software serves
no purpose other than filtering por-
nography. He said Jinhui compiled
and maintains the list of blocked
Web sites. “I know what is on my
own blacklist. People on the Inter-
net can say what they want. I can’t
control that, and I can’t comment on
it,” he said. Mr. Zhang declined to
share the contents of the full list of
blocked sites, arguing that doing so
would “promote” the Web sites.

Another company, however—
Beijing Dazheng Human Language
Technology Academy Co.—was re-
sponsible for the software’s key-
word technology. Wang Jingcheng,
Dazheng’s deputy general manager,
earlier said the program would
block content “according to the
law.” On Thursday he declined to
comment on reports that the soft-
ware included blocks of Falun Gong
and other political content.

The government continued its de-
fense of the software requirement
Thursday. State-run broadcaster
China Central Television publicized
a newspaper report that said a “vast
number of parents and experts wel-
come the preinstalled green Inter-
net surfing software.”

But commentaries in prominent
publications and various Internet
surveys have showed that many peo-
ple believe otherwise. In a comment
on the Web site of the Communist
Party newspaper, the People’s Daily,
Peking University journalism profes-
sor Xie Xinzhou said that blocking
and filtering content shows that the
government is “treating all Internet
users as ‘children.’ ”

“It’s hard, whether for compa-
nies or the government, to objec-
tively and effectively define so-
called pornographic or inappropri-
ate content,” the comment said.
“For citizens’ personal computers
and [software], the less interfer-
ence the better.”
 —Sue Feng in Beijing

and Ellen Zhu in Shanghai
contributed to this article.

By Matthew Rosenberg

ALAM GANJ, Pakistan—Abdur
Rehman, a lieutenant colonel in the
Pakistani army, peered from a forti-
fied hilltop post onto the scene of
the battle for the hamlet below. He
pointed out the beat-up brick houses
and peach orchards where soldiers
had flushed out Taliban insurgents
in days of close-quarter firefights,
and the mountain ridge where the
troops pushed into deep tunnels
used by the militants to store weap-
ons, ammunition and food.

“It was very hard— almost impos-
sible—to see where they were firing
from,” said Col. Rehman, who com-
mands the battalion manning this
position in the Swat Valley. “There
were people in those houses. We
couldn’t flatten them and be done
with it. We had to fight.”

Since late April, Pakistan’s mili-
tary has swept through the Swat Val-
ley in an offensive that officials say
is the opening salvo of an all-out war
against the Taliban after years of of-
fering up half-hearted resistance to
militant advances.

The latest offensive in Swat be-
gan after the collapse of a peace deal
that had effectively handed the val-
ley to the militants. It has involved
some of the fiercest fighting the Paki-
stani army has seen in its skirmishes
with the Taliban over the past few
years—a ferocity that suggests Paki-
stan is finally embracing what U.S. of-
ficials have repeated for a long time:
The Taliban is Pakistan’s largest na-
tional-security threat.

Pakistan’s newfound resolve to
defeat the Taliban is likely to be fur-
ther tested in the coming months as
the army secures Swat and pushes
into the rugged tribal areas along
the Afghan border where the Tali-
ban and its allies in al Qaeda are
even more deeply dug in. Militants
on Thursday attacked three army
posts in the South Waziristan tribal
area, home to the nominal leader of
the Pakistan Taliban and arguably
the insurgents’ most important
stronghold. About two dozen peo-
ple were killed, most of them mili-
tants, officials said.

To highlight its gains so far in
Swat, a strategic sliver 160 kilome-
ters from Islamabad, the military
gave a tour last week of this former
Taliban stronghold nestled on the
banks of the Swat River. Normally
home to a few thousand people,
Alam Ganj now stands largely empty;
its residents have fled, and militants
have either been killed or escaped.

The 40,000 soldiers now fighting
in Swat are nearly four times the
number that tried—and failed—to
halt the militant advance through
the valley in the previous two years,
said Maj. Gen. Sajjad Ghani, who com-
mands the northern half of Swat, in-
cluding Alam Ganj. So far, more than
1,200 militants and about 100 sol-
diers have been killed, the military
says. The Taliban, which disputed
earlier military accounts, hasn’t of-
fered any death toll of its own.

“It’s a difficult terrain with rug-
ged mountains, high mountain
passes, steep slopes, mountain
gorges,” Gen. Ghani said in an inter-
view at a base a few miles north of
Alam Ganj. “It’s the perfect place to
hide and an ideal place to wage an in-
surgency operation.”

The heart of the Taliban terri-
tory in Swat—a cluster of towns and
villages about halfway up the valley,

including Alam Ganj—is almost com-
pletely under the military’s control,
he said. And despite fears the mili-
tary had flattened whole neighbor-
hoods with air strikes and artillery
barrages, most of the homes in the
valley appear to remain intact, sug-
gesting it may be easier than ex-
pected to resettle the more than 2
million people who fled the fighting.

It was in these towns and villages
that the Taliban had made itself at
home. On the tree-studded ridges
above, militants built camps and a
network of deep tunnels, replete
with ventilation shafts, generators
and ample stocks of food and ammu-
nition. There, the Taliban trained
young men who they plucked off the
streets and pressed into service as
foot soldiers or suicide bombers.

The Taliban’s leaders set them-
selves up in homes in the tightly
packed towns below, laying down
hand-woven rugs and heavy wood
furniture to make themselves com-
fortable, soldiers say. In one house
in a nearby town believed to have
been frequented by the leader of the
Swat Taliban, Maulana Fazlullah,
soldiers found an asthma inhaler
with his name printed on the packet
from the pharmacy. They still
haven’t found Mr. Fazlullah.

At the outset, the military fo-
cused on securing the southern ap-
proaches to the valley. That left Col.
Rehman’s 650 men penned up, try-
ing to fend off Taliban suicide at-
tacks and avoid sniper fire.

The few dozen men posted to the
position overlooking Alam Ganj
spent their days scrambling
through a network of hillside
trenches and trading fire with insur-
gents holed up in the town below. “It
was shot for shot. We didn’t have
the numbers to flush them out” said
Capt. Tahir Desh, 30 years old.

Hundreds of other soldiers,
meanwhile, spent nearly two weeks
fighting their way up to Binai Baba
Ziarat, a nearby mountaintop re-
doubt built by the Taliban as a com-
mand and communications hub.
“They had snipers firing down from
the ridges. It was a killing ground up
and down,” said Capt. Mohsin Jamil,
29 years old.

It wasn’t until late May that the
army made its move against Alam
Ganj and the towns to the south, in-
cluding Mingora, the valley’s main
city. “The boys had to go through
each house,” Col. Rehman said. “The
miscreants, they would open fire,
take a few shots and then disappear
through a doorway, duck down an al-
ley and be gone.”

Early last week, however, the re-
sistance melted away. To where, no
one is entirely sure.

Pakistan now must make sure
they don’t resume their fight. Gen.
Ghani said the army is actively hunt-
ing the Swat Taliban’s top command-
ers and plans to keep thousands of
soldiers stationed in the valley for
as long as it takes to rebuild the shat-
tered civilian administration, police
and judicial system.

Driving in a convoy through the
streets of a town to the north that’s al-
ready coming back to life, Col. Reh-
man lookedout the window of his Toy-
ota pickup at the residents who re-
mainedthrough the worst of the fight-
ing: old men selling tomatoes, women
sifting through bins of shirts and
young men staring at the passing sol-
diers. He asked: “Can you make out
who is a Talib in this crowd? I can’t.
But my guess is that they‘re still here.”
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n Total Internet users: 298 million

n Internet penetration: 23%

n Percentage of users under 
19 years old: 35%

n Percentage of users who are 
middle and primary school 
students: 28%

n Most popular uses for the Internet 
among middle and primary school 
students: online music, instant 
messaging and online games

China’s Internet user

Source: China Internet Network Information Center

Statistics at the end of 2008

By Evan Ramstad

And SungHa Park

SEOUL—North Korea told South
Korea on Thursday it wants to be
paid a lot more to keep open a joint
industrial complex on its side of the
inter-Korean border, a move that
South Korean officials called the
first step in a negotiation.

The money sought by North Ko-
rea would make the Kaesong Indus-
trial Complex far more expensive to
run and likely wipe out its economic
attractiveness to the South Korean
companies that have factories there.

But North Korea also said it in-
tended to keep the complex going
and would keep talking to the South,
a departure from the invective it has
heaped on South Korea’s govern-
ment for the past 15 months.

“The figures are the initial pro-
posal,” said Kim Young-tak, director-
general of the complex and leader of
the South Korean delegation at the
meeting. “Through discussion, we
can get closer.”

North Korea last year began im-
posing restrictions on Kaesong,
threatening its viability, in retalia-
tion for South Korea’s decision to
link other economic assistance to
the scaling back of the North’s nu-
clear-weapons development.

The North’s most recent de-
mands came amid rising global ten-
sions due to Pyongyang’s tests of
missiles and a nuclear device earlier
this year. The United Nations Secu-
rity Council is expected as early as
Friday to call for expanded sanc-
tions and inspections.

In Thursday’s meeting at Kae-
song, North Korea set out three de-
mands: a one-time payment of $500
million to use its land at the complex
for 50 years, housing for 15,000
workers, and a shift in the start date
for annual land-use fees to 2010
from 2015.

Pyongyang also wants to raise
the $75 monthly per-worker pay-
ment that South Korean manufactur-
ers pay to $300. The two countries
refer to that as a salary payment,
but the money goes to the North Ko-
rean government and it is unknown
how much is then paid to individual
workers.

South Korean officials didn’t re-
ject the North’s demands and said
they would meet again with North
Korean officials on June 19.

Mr. Kim said South Korea pushed
the North for information about a
South Korean worker who was ar-
rested at the complex on March 30
and hasn’t been seen since. The
North’s delegation said the man was

“fine” but didn’t elaborate. “We em-
phasized that the detention of our
worker is a fundamental issue,” Mr.
Kim said.

The Kaesong complex opened in
2004 and has been the key reason
for the growth of trade between the
two countries, which amounted to
$1.82 billion last year. At present,
106 South Korean companies oper-
ate small factories in Kaesong that
employ about 39,000 North Kore-
ans.

The economic viability of the
complex has never been clear. South
Korea guarantees a portion of the
losses that its manufacturers experi-
ence at the facility. Over the past
two years, a productivity gap
emerged as the growth of factories
and workers in Kaesong outpaced
the growth in the value of produc-
tion at the facility.

Production growth at the com-
plex slowed sharply in October at
the onset of the global economic
downturn. As North Korea imposed
more restrictions over the next few
months, production began to con-
tract by January. Earlier this week,
Skin Net Co., a manufacturer of fur
and leather products, became the
first company to announce it would
leave Kaesong, citing economic and
security concerns.
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BlackRock about to become No. 1
BGI purchase creates
manager with assets
totaling $2.8 trillion

Bank of England outlines
ways to exit easing rules

By Eleanor Laise

One of the money-management
business’s rare successful acquirers
is on the brink of its biggest deal yet.

In a deal said to be imminent,
BlackRock Inc. would buy indexing
company Barclays Global Investors
from British bank Barclays PLC, ac-
cording to people close to the mat-
ter. The New York money manager is
expected to pay about $13 billion for
the asset-management unit, and Bar-
clays could retain about a 20% stake.

The deal also could give Barclays
a seat on BlackRock’s board. Black-
Rock is expected to fund a portion of
the purchase from sovereign funds
in the Middle East.

Combined with BGI, BlackRock
would be the world’s largest money
manager, with $2.8 trillion in assets
under management. That is about
eight times the assets BlackRock
had in 2004, before it embarked on a
series of deals that helped assets un-
der management leap to $1.3 trillion
by the end of last year.

The BlackRock deal could por-
tend more consolidation in the asset-
management business. Profits have
shrunk, and many fund companies
are trying to build broad product
lineups to hold on to investor dol-
lars. BlackRock’s stock has jumped
this week as talk of a potential deal
intensified.

Though asset-management in-
dustry mergers and acquisitions
have a spotty track record, Black-
Rock has fueled much of its growth
in recent years with a string of
deals. Yet a BlackRock-BGI combina-
tion isn’t without risks. Analysts
wonder whether such a large money
manager has much room to expand,

and whether BGI’s specialty, index-
tracking products, fits well under
one roof with BlackRock’s active-
management expertise.

Laurence Fink founded Black-
Rock in 1988 and has overseen its
growth from a firm with $1 billion in
assets under management to one of
the industry’s biggest players.

Though much of the growth
came through BlackRock’s reputa-
tion as a strong institutional bond
manager, in recent years the firm
also has raked in assets by going on
a shopping spree.

The company bought SSRM Hold-
ings Inc., which owns State Street
Research & Management, in 2005,
merged with Merrill Lynch Invest-
ment Managers in 2006, and ac-
quired the funds-of-funds business
of Quellos Group LLC in 2007.

The string of deals helped Black-
Rock reinvent itself with a more di-
versified mix of stock and bond
funds. The State Street and Merrill
Lynch deals did much to expand
BlackRock’s U.S. mutual-fund busi-
ness and stock-product lineup. The
Merrill deal helped BlackRock boost

product distribution around the
world. The deal also more than dou-
bled BlackRock’s assets under man-
agement, to about $1 trillion.

BlackRock’s relatively smooth in-
tegration of these businesses is un-
usual in asset-management indus-
try mergers. Iindustry observers
said success depends largely on man-
agers who often come from differ-
ent corporate cultures and don’t al-
ways have strong incentives to stick
around. And bigger deals aren’t nec-
essarily better. Merrill Lynch’s 1998
acquisition of Mercury Asset Man-
agement, the biggest money-man-
agement deal at the time, ran into
troubles, such as investment-per-
sonnel defections.

But BlackRock tends to take “a
very thoughtful and calculated” ap-
proach, said Michael Herbst, mutual-
fund analyst at investment-re-
search firm Morningstar Inc. The
Merrill Lynch deal worked well for
fund shareholders, in part, because
BlackRock helped the Merrill funds
bolster stock research and improve
risk management, Mr. Herbst said.

The diversified product mix built

largely through its recent deals
helped BlackRock become one of the
few asset-management firms to
emerge from themarketdownturn rel-
atively unscathed. The firm was rela-
tively successful holding on to assets
last year even as investors fled stock
funds for more conservative holdings.

BlackRock has also become a
partner with the U.S. government in
programs aimed at calming the fi-
nancial crisis. The firm has helped
to analyze the hard-to-price assets
of some financial institutions and
has applied to be one of a few man-
agers to buy toxic assets from banks
as part of the Public-Private Invest-
ment Program.

BlackRock is partially owned by
Bank of America Corp. and PNC Fi-
nancial Services Group Inc.

In recent months, Mr. Fink has
said he sees smaller asset-manage-
ment firms struggling in the coming
environment of higher regulatory
costs and other challenges. On a con-
ference call in April, he pointed to ac-
quisitions as a potential means of
boosting the company’s presence
among individual investors and
noted that BlackRock has been
flooded with potential deals.

“We have great opportunities to
do an acquisition, and we will do
what is right for the long term of our
platform, what is right for our cli-
ents, and what is right for our em-
ployees,” he said.

But the BGI deal is by no means a
slam dunk, observers said. It would
roughly double BlackRock’s assets
under management, and there could
be challenges digesting such a big ac-
quisition. Some analysts are con-
cerned about whether a money man-
ager with $2.8 trillion in assets has
much growth potential. Another is-
sue: Such a large asset manager may
have trouble executing some trades
at favorable prices, because it can
easily move the market.

—Sara Schaefer Muñoz
contributed to this article.

By Mark Peters

Maryland regulators ordered fur-
ther review of Constellation Energy
Group Inc.’s plan to sell half its nu-
clear business to Electricité de
France SA.

The Maryland Public Service
Commission said Thursday that the
$4.5 billion deal would give the
French state-controlled company
“substantial influence” over Con-
stellation Energy’s regulated utility,
Baltimore Gas & Electric Co. The
commission ordered additional re-
view to determine if the deal is in
the public interest.

Constellation said it would ap-
peal the commission’s decision that
it has authority to block the deal in
advance. The company said it dem-
onstrated in commission proceed-
ings that EDF’s minority investment
would be unrelated to to Baltimore
Gas and Electric. Constellation said
it will ask the Circuit Court for Balti-
more City to expedite the appeal.

The commission said it hasn’t de-
cided whether the deal should go
through and that it will meet next
week to see if it can streamline the
review to reach a decision by the
deal’s scheduled close on Sept. 17.

Constellation struck a deal with
EDF in December in an effort to re-
main a publicly traded company.
The Baltimore power company ear-
lier had agreed to be bought by War-
ren Buffett’s MidAmerican Energy
Holdings Co. as the possibility of fil-
ing for bankruptcy protection
loomed last fall, but opted instead
for the EDF partnership.

In addition to the central Mary-
land utility, Constellation owns
power plants in the eastern U.S.

Besides buying half of Constella-
tion’s nuclear-power business, EDF
has an option to buy up to $2 billion
of Constellation’s nonnuclear
power plants.

BlackRock Chief Executive Laurence Fink in New York last June.

MONEY & INVESTING

By Natasha Brereton

There are tentative signs that
the Bank of England’s bond-buying
program is having a positive impact
on financial conditions, but U.K. poli-
cies to support the market remain vi-
tal given an uncertain economic out-
look, BOE analysts say.

A paper in the BOE’s quarterly
bulletin Friday said that the timing
of an exit from its policy of low inter-
est rates and quantitative—through
which it buys securities with freshly
created central-bank money to
boost the money supply—would de-
pend on the medium-term inflation
outlook.

The paper also outlined possible
ways to do so: through a combina-
tion of interest-rate increase and
bond sales, or by reducing the sup-
ply of reserves through the issu-
ance of short-term BOE bills, with-
out selling securities. “The U.K. and
global macroeconomic outlook re-
mained highly uncertain with signif-
icant upside and downside risks,”
the paper said.

The BOE paper highlighted a rise
in the amount of lower-rated com-
mercial paper outstanding as an in-

dicator that the BOE’s bond-buying
plan had helped the issuers find
short-term finance. It also pointed
to data that suggested that spreads
on commercial paper in primary
markets was getting closer to the
rates at which the central bank of-
fers to buy such paper, it said.

The study found some evidence
that the BOE’s purchases of corpo-
rate bonds had helped to improve
price transparency in secondary
markets, and that bid-ask spreads
for eligible sterling corporate bonds
had begun to narrow slightly.

In a separate development a U.K.
Treasury minister reiterated that
the government has “retained the
flexibility” to use an asset-purchase
program to buy up soured assets
from Britain’s banks. Britain cur-
rently uses an “asset protection
scheme” in which banks pay the gov-
ernment to insure the worst losses
on their troubled credits. The minis-
ter, Paul Myners, said he expects
agreements on the asset protection
plan to be completed with banks
this summer with government set-
ting a dedicated agency to run it at
arms length from Treasury.
 —Alistair MacDonald

contributed to this article.
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EDF hits a snag
in buying part
of Constellation
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