
U.S. Treasury Secretary Timothy Geithner, from left, President Barack Obama and Fed Chairman Ben Bernanke in the White House Wednesday.

By Damian Paletta

WASHINGTON—Presi-
dent Barack Obama urged pol-
icy makers to rewrite the
rules that govern U.S. fi-
nance, unveiling a series of
sweeping proposals that will
affect almost every corner of
banking and markets, from
the way consumers use credit
cards to how multinational
banks compete overseas.

White House officials said
the trauma caused by the fi-
nancial crisis argued that a
more muscular government
arsenal is necessary to pro-
tect the economy from an-
other near-collapse. The pro-
posal is the latest example of
the Obama administration’s
intervention in the private
sector to set rules and urge
new behavior.

“Millions of Americans
who have worked hard and be-
haved responsibly have seen
their life dreams eroded by
the irresponsibility of others
and by the failure of their gov-
ernment to provide adequate
oversight,” Mr. Obama said
Wednesday. “Our entire econ-
omy has been undermined by
that failure.”

The administration’s vi-
sion of a new financial mar-
ketplace would offer consum-
ers more “plain vanilla” finan-
cial products and would have
regulators set rules designed
to mitigate booms and busts,

a goal often sought and rarely
reached. The plan aims to
smooth the handling of crises
by giving the government
power to take over and seize
ailing financial giants.

Executive compensation
and hedge funds would face
much more scrutiny. Regula-
tion would be streamlined.
Banks would have to hold
much more capital.

OnWallStreet,there wasre-
lief the rules weren’t more Dra-
conian, but a realization that
the reduced appetite for risk

that took hold after the crisis
mightbecomeapermanent fea-
ture of the landscape. Banks
started imagining a future
driven by lower profits and
lower personal compensation.

Mr. Obama made the pro-
posed overhaul, dubbed the
“New Foundation,” a central
theme of his presidential cam-
paign last year. The process
now heads to Capitol Hill,
where the president wants
the overhaul finished by De-
cember. At least one of the
plan’s main tenets has al-

ready made some lawmakers
uncomfortable—a push to
centralize even more power
within the Federal Reserve.

Banks, which are expected
to lobby fiercely as legislation
moves through Congress,
have pushed back against a
provision that would create a
new regulator to oversee fi-
nancial products offered to
consumers. The industry ar-
gues that such an agency
could stifle innovation and
make loans more expensive.

The plan’s scope is sure to

run into opposition this
week. Treasury Secretary
Timothy Geithner could face
tough questions Thursday
when he testifies before two
congressional committees.

“Haste is dangerous, espe-
cially when you are dealing
with comprehensive change
in our financial system,” said
Sen. Richard Shelby (R., Ala.),
a conservative on such mat-
ters. “This could be the most
important piece of legislation
that we’ve had in the banking
committee in 50 years.”

By Farnaz Fassihi

TEHRAN—Two rival
forces are competing for the
upper hand in Iran’s postelec-
tion dispute: the public demon-
strations in streets around the
nation and waves of quiet ar-
rests of dozens prominent re-
form and opposition figures.

The Iranian government,
meanwhile, accused the U.S.
for the first time of interfer-
ing in the postelection dis-
pute and protested to the
Swiss ambassador, who repre-

sents U.S. affairs in Iran be-
cause the two nations have
had no diplomatic ties since
they broke them off after the
1979 Islamic Revolution.

In Washington, White
House spokesman Robert
Gibbs said that U.S. President
Barack Obama had struck the
right tone in commenting
about the dispute. Mr. Obama
stands by his defense of princi-
ples such as the right of peo-
ple to demonstrate in peace,
Mr. Gibbs said.

On Wednesday, hundreds
of thousands of people
packed a major throughway
in central Tehran for a fifth
straight day of protests to sup-
port reformist presidential
candidate Mir Hossein
Mousavi, who has accused the
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Obama faces public concerns
about the U.S. budget deficit
and government intervention
in the economy as he works
to enact ambitious health
and energy legislation, a Wall
Street Journal/NBC News
poll finds. These concerns
threaten to overshadow his
personal popularity. Page 32

n A plan to tighten financial-
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the U.K. against other mem-
bers of the EU. Page 10

n Sainsbury will accelerate
its store-expansion plans.
The U.K. retailer posted a bet-
ter-than-expected rise in
same-store sales. Pages 5, 32

n BAT paid $494 million for
Indonesian cigarette maker
Bentoel to expand in a grow-
ing market. Page 6

n U.S. stocks were weighed
down by declines in banks
after S&P downgraded a
slew of lenders. Shares in Eu-
rope fell sharply. Page 20

n U.S. consumer prices
posted a large annual decline,
but their slight rise from the
prior month suggested defla-
tion risks have waned. Page 9

n Saab’s creditors approved
the auto maker’s plan to set-
tle its debts by paying a
quarter of the $1.34 billion it
originally owed. Page 5

n Mark Walsh, who loaded
Lehman Brothers with toxic
property investments, is part
of a group that will take
over the bankrupt firm’s real-
estate portfolio. Page 19

n MUFG hopes to make the
most of its closer ties with
Morgan Stanley to boost its
corporate-lending business
in the U.S. Page 24

n The euro zone’s balance
of trade with the rest of the
world increased in April to
the largest surplus since Oc-
tober 2007. Page 10

n Gunmen killed an antiterror
policeman guarding a witness
in Athens, in an escalation of
militant attacks in Greece.

n Somali forces attacked
rebel strongholds in Mogadi-
shu, triggering battles that
killed at least 17 people, includ-
ing the capital’s police chief.

n A Swiss jury convicted the
ex-mistress of French banker
Edouard Stern of murder af-
ter she admitted killing him
during a sex game. Page 31

n Pakistani police made the
first arrest in the March attack
on Sri Lanka’s cricket team.
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The credit markets are
suffering from cognitive dis-
sonance—the uncomfortable
feeling of holding two con-
tradictory beliefs
simultaneously.

On the one hand, inves-
tors fear that fabled green
shoots will turn out to be
killer weeds and are reluc-
tant to chase the market.
On the other hand, they can
see a “wall of money,” much
of it from retail investors, is
driving up prices and don’t
want to be left behind. Per-
ception is at odds with posi-
tion—a recipe for renewed
market instability.

This is clear from recent
investor surveys. European
credit investors held record
long positions in May, while
also seeing high inflows, ac-
cording to Citigroup and J.P.
Morgan. Yet 60% of inves-
tors plan to reduce exposure
or hold steady, even as more
than half expect to have
more money to manage, ac-
cording to J.P. Morgan.

Investor holdings are
still concentrated in the saf-
est sectors, such as telecom-
munications and utilities,
and cash positions are way
above average, Citigroup’s
data show. But the new issu-

ance is increasingly coming
from companies with low
credit ratings and in cyclical
sectors like steel and con-
struction materials. These
deals offer wide spreads and
therefore the potential for
outperformance, which is
why they are being snapped
up by less risk-averse inves-
tors. As a result, conserva-
tive investors are missing
out on the market rally.

Further evidence of this
dissonance comes from the
credit-default-swap market.
Cash bond spreads have con-
tinued to tighten, and de-
mand for new issues has re-

mained strong, but default
swaps have widened sharply
in the past week: The CDX
North America Investment
Grade index has widened by
0.15 percentage points from
its lows, while Merrill
Lynch’s corporate master-
bond index has tightened
about 0.20 percentage point
over the same period. That
could be a sign of turmoil to
come as investors wrestle
with credit doublethink.

How will this conflict be
resolved? Much depends on
retail investors who are still
piling into the market. In the
U.K., sterling corporate-bond

funds have been the top desti-
nation for retail investors ev-
ery month since last Novem-
ber, according to the Invest-
ment Management Associa-
tion. In the U.S., bond-fund
inflows year-to-date have
added 6.5% to assets under
management, TrimTabs In-
vestment Research data
show. Allocations of new
euro bond issues to retail buy-
ers have jumped to 20% this
year from 3% last year, ac-
cording to Société Générale.

What isn’t clear is
whether retail investors are
a leading or a lagging indica-
tor—whether their arrival is
a signal the rally has fur-
ther to run or that it is time
for the smart money to get
out. For the moment, the
technical factor of inflows is
trumping fundamental con-
cerns about credit quality
and the economy. But that
could change if corporate
bond yields rise—either be-
cause of another shock to
the financial system, or be-
cause underlying govern-
ment bond yields climb—
and retail investors suffer
losses. At that point the bal-
ance of power could change—
and bearish institutional in-
vestors may find their fears
justified. —Richard Barley

J Sainsbury has been
one of the winners so far
from the economic down-
turn. Now it hopes to
emerge a winner from any
recovery. The U.K. supermar-
ket group’s decision to raise
£445 million ($730.6 mil-
lion) to increase floor space
by 15% is a mark of confi-
dence in its ability to ex-
tend its recent market-
share gains, reflected in a
strong first-quarter perform-
ance. On recent form, it
would be a mistake to bet
against it.

Even so, the market re-
sponded to the capital in-
crease—consisting of a £255
million equity placing and a
£190 million convertible
bond issue—by marking the
shares down over 5%, more
or less in line with the dilu-
tion to short-term earnings.
That seems a little mean.

Sainsbury has had a
good recession, largely
thanks to its midmarket po-
sitioning. It has been able to
capture high-end customers
trading down, while hang-
ing on to its own more price-
conscious customers with
cleverly targeted offers. In
the first quarter, same-store
sales rose 7.8%, beating ex-
pectations and rival Tesco,

which Tuesday posted a
4.3% rise.

Its challenge now is to
build on this success by
maintaining a clear pricing
strategy and strong market-
ing that will enable it to ce-
ment itself as a competitor
to both higher-end rivals
such as Waitrose and value
retailers such as Morrison
and Lidl.

Certainly, Sainsbury has
picked a good time to accel-
erate its expansion plans,
given the faltering property
market and lower building
costs. Last year it com-
pleted seven extensions but
plans a further 30 to 35
over the next 18 months.
The extra floor space should
enable Sainsbury to in-
crease the pace of growth in
market share, sales and
earnings.

Optimism about Sains-
bury’s future is already built
into the shares, which trade
at a healthy premium to its
peers. Sainsbury trades at
14.8 times forward earnings,
compared to 11.8 times at
Tesco and 13.5 times at Wil-
liam Morrison. But the com-
pany’s recent track record
suggests it can still widen
the gap further.
 —Molly Neal

Sainsbury isready togrowOn credit markets, minds drift

Concerns grow in U.S.
Public’s worries rise
on budget deficit,
moves in economy

By Laura Meckler

WASHINGTON—After a fairly
smooth opening, U.S. President
Barack Obama faces public concerns
about the budget deficit and govern-
ment intervention in the economy as
he works to enact ambitious health
and energy legislation, a new Wall
Street Journal/NBC News poll finds.

These rising concerns threaten
to overshadow the president’s per-
sonal popularity, in what may be a
new phase of the Obama presidency.

“The public is really moving
from evaluating him as a charis-
matic and charming leader to his
specific handling of the challenges
facing the country,” said Peter D.
Hart, a Democratic pollster who con-
ducts the survey with Republican
Bill McInturff. Going forward, he
said, Mr. Obama and his allies “are
going to have to navigate in pretty
choppy waters.”

There is good news for the admin-
istration, too, including tentative
support for his health-care plan.
The public seems more optimistic
about the economic future, and peo-
ple are still more likely to blame the
last administration for the deficit.

But the poll suggests Mr. Obama
faces challenges on multiple fronts,
including growing concerns about
government spending and the bail-
out of auto companies. A majority of
people also disapprove of his deci-
sion to close the military prison at
Guantanamo Bay, Cuba.

Nearly seven in 10 survey respon-
dents said they had concerns about
federal interventions into the econ-
omy, including taking an ownership
stake in General Motors Corp., limit-
ing executive compensation and the
prospect of more government in-
volvement in health care. The nega-
tive feeling toward the GM rescue
was reflected elsewhere in the sur-
vey as well.

And a solid majority—58%—said
the president and Congress should
focus on keeping the budget deficit
down, even if takes longer for the
economy to recover. Just 35% said
they preferred further boosting of
the economy if the trade-off is wider
deficits.

“This survey is kind of…a transi-
tion between early enthusiasm and
long-term standing,” Mr. McInturff
said.

Laura Zamora, a 40-year-old
from Orange, Calif., voted for Mr.
Obama but said she is frustrated by
the economy and finds her support
for the president slipping. She is fac-
ing a possible layoff as an employee
of the state of California.

“He’s bailing out the private sec-
tor. He’s putting all kinds of money
into the private sector,” she said.
“The money should be going to so-
cial programs, not to bailing out
banks and GM. It should go to people
who are unemployed.”

The survey of 1,008 adults, con-
ducted Friday to Monday, had a mar-
gin of error of plus or minus 3.1 per-
centage points for the full sample.

The results come after weeks of
Republican hammering of
Mr. Obama for spending too much
and taking on too many issues, argu-
ments that appear to be resonating
with some voters.

Mr. Obama’s overall job-ap-
proval and personal ratings have
slipped, particularly among inde-
pendent voters. His job-approval rat-
ing now stands at 56%, down from
61% in April. Independents’ confi-
dence in his goals also has fallen.

In an interview with The Wall
Street Journal, Mr. Obama acknowl-
edged the toll.

“If you have an argument made
frequently enough—whether it’s
true or not—it has some impact,” he
said Tuesday. “If you want to attack
a Democratic president, how are
you going to attack him? Well,
you’re going to talk about how he
wants more government and he
wants to socialize medicine and he’s
going to be oppressive towards busi-
ness. I mean, that’s pretty standard
fare.”

He ran down some of the prob-
lems he had little choice but to deal
with and said the real argument is
about whether to take on health
care and energy.

“I suppose we could just stand
pat and not do anything on either of
those fronts.…That’s been tried for
four or five decades. And in both en-
ergy and health care, the problems
have gotten worse, not better,” he
said.

And on one level, the public
seems to agree. Only 37% of people
said that Mr. Obama is taking on too
many issues. A solid major-
ity—60%—said he is focused on
many issues because the country is
facing so many problems.

But the president and his advis-
ers are clearly aware of the peril
they face over the deficit. It explains
why Mr. Obama always emphasizes
his effort to cut health-care costs
over his effort to expand health-in-

surance coverage, and why he re-
peatedly promises that any health-
care package will be fully paid for.

When asked what the most im-
portant economic issue facing the
country is, 24% cited the deficit,
compared with 11% who named
health care.

Mr. Obama has some breathing
room. Nearly three in four survey re-
spondents said he inherited the cur-
rent economic conditions, while just
14% say he is responsible for them.
And only 6% say the Obama adminis-
tration is most responsible for the
budget deficit. Nearly half still
blame the Bush administration.

On the economy, the poll showed
rising optimism for recovery. The
portion of people who think the
economy will improve over the next
12 months rose to 46% from 38% in
April. And 20% predicted the reces-
sion would end in six months to a
year, nearly double the comparable
figure from April.

Still, overall, the public finds the
economy in dreadful shape today,
and people living in the Midwest
were much less likely to express opti-
mism about the future than those on
the coasts.

On health care, Mr. Obama’s top
legislative priority, the public re-
mains open to influence.

Without being told anything
about the Obama plan, about one-
third of people said it is a good idea,
about one-third said it is a bad idea,
and the rest have no opinion. When
given several details of his ap-
proach, 55% say they favor it, com-
pared with 35% who are opposed.

There also is support for letting
people sign up for a public health
plan that would compete with pri-
vate companies, one of the toughest
issues in the health-care debate.
Most Democrats support some sort
of public plan, and most Republi-
cans are opposed.

The poll found three in four peo-
ple saying a public plan is extremely
or quite important. When told the ar-
guments for and against the plan,
support drops, though a plurality of
47% agreed with the arguments for
such a plan.

At the same time, nearly half the
participants said it was very or
somewhat likely that their em-
ployer would drop private coverage
if a public plan were available.

There was good news for GM, de-
spite the widespread antipathy to us-
ing taxpayer money to aid the auto
maker. More than half the partici-
pants said they are considering or
have recently considered buying an
American car.

Source: Citigroup survey
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Iranian women casting their ballots Friday in the southern Iraqi city of Najaf.
Baghdad has so far had a lukewarm reaction to the re-election of Iran’s president.

Iraq has muted reaction to Iran vote result
Lack of enthusiasm
for Ahmadinejad
reflects growing chill
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By Gina Chon

BAGHDAD—After the fall of Sad-
dam Hussein, Iraq mended ties with
Iran, once a nemesis where many of
Iraq’s leading Shiite Muslim politi-
cians found refuge from Mr. Hus-
sein’s repressive regime.

But Baghdad’s so-far lukewarm
reaction to the announced re-elec-
tion of Iranian President Mahmoud
Ahmadinejad over the weekend is
the latest sign of a new chill in rela-
tions between the two, mostly Shi-
ite, Middle East heavyweights.

Iraqi President Jalal Talabani
publicly congratulated Mr. Ah-
madinejad on his win, a customary
diplomatic gesture. But other politi-
cians, including Prime Minister
Nouri Al-Maliki, who spent years of
exile in Iran, have remained notice-
ably silent on the contested victory.

Abdul Aziz al-Hakim, the leader
of Iraq’s largest Shia party, also

spent years in Iran and is there now,
receiving treatment for cancer. He
hailed Iranian supreme leader, Aya-
tollah Ali Khamenei, after the elec-
tion, but pointedly left out any men-
tion of Mr. Ahmadinejad.

When Shiite politicians took
charge in Baghdad after Mr. Hus-
sein’s ouster, ties warmed consider-
ably between Arab Iraq and Persian
Iran, which were at war through the

1980s in a conflict that some esti-
mate claimed as many as one million
lives. Iran ratcheted up its economic
and diplomatic presence here. Ira-
nian pilgrims have flooded Shia holy
sites in southern Iraq, lifting local
economies. The two countries’ lead-
ers have visited each other.

More recently, Mr. Maliki’s govern-
ment has clashed with its neighbor

and sometime-benefactor. The dis-
puted Iranian election has triggered
fresh carping at Tehran here, even
among Shiite politicians who have
the most to gain from warmer ties.

“We hope whatever the outcome,
we can find ourselves dealing with a
more reasonable Iran that knows it
can’t bully us,” said a Shia lawmaker.

U.S. officials have long accused
Iran of meddling in Iraqi affairs and
backing Shiite militias. Iraqi offi-
cials have trod carefully because of
past political ties and awareness
that Iran provides significant eco-
nomic investment. But in recent
months, Iraqi officials have been
more outspoken in complaining
about Iranian interference.

Baghdad and Tehran have ex-
changed heated letters recently over
a border dispute, and Iranian officials
lobbied Mr. Maliki’s government
against agreeing to a bilateral secu-
rity pact with the U.S. late last year.
After months of negotiations, the
Iraqi government approved the deal.

Iraqi businessmen and lawmak-
ers, meanwhile, have lambasted
Iran for economic encroachment, in-
cluding flooding Iraqi markets with
cheap goods.

Part of the new Iran-bashing also
isduetodomesticpolitics.Iraqisbrac-
ing for its own elections early next
year, and many politicians are eager
to hone their nationalist credentials.

Still, Baghdad is far from making

an open break with Tehran.
“This was an unfair election,”

said a government official close to
Mr. Maliki, “but we can’t say that
publicly because we can’t afford to
affect our relationship with Iran.”

Israel prizes Ahmadinejad in uniting opposition to Iran

U.S. officials have
long accused Iran of
meddling in Iraqi
affairs.

By Yaroslav Trofimov

JERUSALEM—President Mah-
moud Ahmadinejad has gained un-
likely boosters amid spreading un-
rest in Iran: officials in Israel, a coun-
try he wants to eliminate.

Meir Dagan, chief of Israel’s Mos-
sad intelligence agency, told a
closed Knesset committee hearing
that Mr. Ahmadinejad’s reputation
as a Holocaust-denying rabble-
rouser makes it easier for Israel to
enlist international support against
Iran’s nuclear program, according
to a committee member. A victory
for Mr. Ahmadinejad’s moderate
challenger, Mir Hossein Mousavi, in
last week’s presidential elections
would have presented Israel with “a

graver problem,” Mr. Dagan said.
Israel views a nuclear-armed

Iran as a threat to its existence. The
committee member said Mr. Dagan
estimated that Tehran—where ulti-
mate power is wielded by Supreme
Leader Ayatollah Ali Khamenei—
could produce its first nuclear bomb
by 2014. Israeli officials in the past
have raised the possibility of a pre-
emptive military strike against Ira-
nian nuclear facilities, and press for
tough international sanctions. On
Wednesday, Defense Minister Ehud
Barak told Army Radio that “Iran is
in the midst of a very dangerous pro-
cess” and that “short-term plans
must be made” because “we don’t
have too much time.”

Tehran insists that its nuclear

program is strictly peaceful. As Ira-
nian prime minister in the 1980s,
Mr. Mousavi jump-started Iran’s nu-
clear drive, which has been acceler-
ated under Mr. Ahmadinejad, Israeli
officials say.

“Both of them pose the same
threat. But it’s better for Israel that
you have a leader [in Iran] with a
very dangerous ideology who
speaks clearly so that nobody can ig-
nore him,” said Knesset deputy
speaker Danny Danon, a member of
Prime Minister Benjamin Netan-
yahu’s Likud party.

A more careful, soft-spoken Ira-
nian president who promised better
relations with the West “would have
made it harder for us to recruit the
world to our side,” Mr. Danon added.

Mr. Mousavi and his reformist
supporters, who hold daily protests
in Iran, say Mr. Ahmadinejad stole
the election. These concerns were en-
dorsed by several Western leaders.

On this crucial point, however,
Mr. Dagan seemed to agree with
Iran’s president: In the Knesset com-
mittee presentation, Mossad’s chief
dismissed the alleged ballot-stuff-
ing in Iran as no worse than the
fraud that occurs during elections in
liberal democracies world-wide.
The Iranian protest movement, he
predicted, will fizzle in days, the
committee member said.

Israel would do well to pin no
hopes on political change in Tehran,
agreed former Mossad chief Efraim
Halevy. While the current distur-
bances in Iran might temporarily
weaken Tehran’s support for Israel’s
Arab foes, such as Hamas and
Hezbollah, he said, they will have no
effect on the strategic problem of
Iran’s nuclear weapons.

“It’s an issue of national consen-
sus” in Iran, Mr. Halevy explained.

Israeli officials’ preference for
Mr. Ahmadinejad has irked some lib-
eral commentators on Iran. They
say this policy—which ignores the

sympathy that the Tehran protest-
ers have garnered around the world
in recent days—is simplistic and nar-
row-minded.

Mr. Ahmadinejad’s antics over
the past four years, while fueling
anti-Israeli sentiment across the
Muslim world, have failed to per-
suade European nations to accept Is-
rael’s calls for sanctions against Teh-
ran, argued Meir Litvak, senior re-
search fellow at Tel Aviv Universi-
ty’s Center for Iranian Studies.

“There is a diminishing return
from Ahmadinejad’s image. We may
need to use more nuance than a
black-and-white policy of the worse
the better,” he said.

He added that said he was encour-
aged by the extent of the continuing
antigovernment campaign in Teh-
ran.

“Even if the regime manages to
quell it, the fissures of the ruling
elite in Iran may in the long run have
some positive effect,” Mr. Litvak
said. “The popular mood is for less
adventurism, for a less radical for-
eign policy. They want Iran to be
more normal.”
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Iran points finger at U.S. as protests and arrests mount

Iranian supporters of defeated reformist presidential candidate Mir Hossein Mousavi demonstrate in Tehran Wednesday.

Swiss jury convicts ex-mistress of Stern

Dodd becomes key player for Obama plan
Senator’s ability
to carry overhaul bill
has been weakened

government of rigging the election
in favor of President Mahmoud Ah-
madinejad. At the same time, secu-
rity agents rounded up three more
prominent figures affiliated with
Mr. Mousavi. The country’s su-
preme leader, Ayatollah Ali Khame-
nei, has told Mr. Mousavi to pursue
his demands through the electoral
system and urged Iranians to unite
behind their Islamic government.

“It’s a test of wills for the coun-
try’s political future. They can’t ar-
rest hundreds of thousands of peo-
ple off the streets, but they can
show them who is in charge
through these arrests,” said Saeed
Abitaleb, a former conservative
member of parliament who shifted
sides and supported Mr. Mousavi.

The wave of arrests began soon
after President Ahmadinejad was
declared re-elected by a wide mar-
gin Friday. The arrests have sent
shockwaves as much for the deten-
tions as the inability for anyone,
even the most senior clerics, to
undo them.

Among the long list of the hun-
dreds of people detained this week
have been former lawmakers, cabi-
net members, journalists, blog-
gers, political analysts and advis-
ers, student activists and lawyers.

Saeed Leylaz, an economist and
editor of Iran’s main financial news-
paper, Sarmayeh, was taken from
his home at dawn Wednesday. He is
a vocal critic of Mr. Ahmadineajd’s
economic policies. Also taken was
Hamid Reza Jalaeipour, a political
analyst and professor of sociology,
was on the team of Mr. Mousavi’s se-
nior advisers. Security forces were
still seeking his son, 26-year-old
Mohammad Reza, a sociologist
who is the chief strategist for Mr.
Mousavi’s campaign, after failing
to find him when they raided their
home with arrest warrants.

One of the best-known faces of
the Iranian revolution, Ebrahim
Yazdi, was arrested Wednesday as
he was being treated for dehydra-
tion at a local hospital, according
to his family. Mr. Yazdi, a former
foreign minister, was the head of a
marginalized opposition party
called the Freedom Movement of
Iran.

Other prominent figures in de-
tention include Mohamad Ali Ab-
tahi, a former vice president and re-
formist-cleric blogger who is
known internationally for a nongov-
ernment organization he runs on in-
terfaith relations, and Mohamad
Atrianfar, editor in chief of a num-
ber of newspapers and magazines
that have been shut over the years.

Through state-run media, the
government has said it has identi-
fied what it called a network that
had been orchestrating civil unrest
after the elections and named some
of the prominent people arrested
as involved.

Little information is available
on the condition of the detainees
other than that they are being held
in solitary confinement in the noto-
rious Evin prison. None have called
family members or lawyers, accord-
ing to their associates.

“As we see, the arrests are mak-
ing the public more resolved to
come out and protest,” said Golam-
hossein Karbaschi, the top adviser
to reformist candidate Mehdi Kar-

roubi. The crowds Wednesday
packed several kilometers on Ka-
rim Khan Zand Avenue in central
Tehran, forcing it to close three
traffic lanes to cars, according to
eyewitness reports and amateur
videos of the event.

“Ya Hossein, Mir Hossein,”
chanted the crowd, evoking the

names of a Shiite Islamic saint and
Mr. Mousavi. In order to show soli-
darity with the crowd, Mr. Kar-
roubi made an unannounced visit
and marched several blocks with
the crowd and stood on a payphone
and waved.

“The people’s huge presence
makes me very happy, and the injus-

tice inflicted on them makes me
very sad,” he said. As night de-
scended on the capital, shouts of
“God is Great,” rang through the air
from rooftops. It wasn’t clear
whether there had been violence,
as in previous days. Information
trickled in with delay as local and
foreign media are banned from cov-
ering the street rallies or interview-
ing people in the streets.

Mr. Mousavi through his Web
site called for a mass rally Thurs-
day to protest election results and
violence against his followers. At
the same time, the country’s mili-
tary force said Iranian Web sites
and bloggers must remove objec-
tionable material or face legal ac-
tion.

Meanwhile, the head of the U.N.
nuclear watchdog, the Interna-
tional Atomic Energy Agency, said
in a BBC interview broadcast
Wednesday that Iran wants the abil-
ity to build nuclear weapons to gain
the reputation of a major power in
the Middle East. Iran denied the
claim by the body’s director gen-
eral, Mohamed ElBaradei.

Iran’s Interior Ministry also was
reported to have ordered a probe
into an attack Sunday night on Teh-
ran University students in a dormi-
tory that they say was carried out
by Islamic militia and police. Iran’s
English-language Press TV said the
ministry urged Tehran’s gover-
nor’s office to identify those in-
volved. Iran’s influential speaker of
parliament, Ali Larijani, con-
demned the attack.
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A Swiss jury convicted the former
mistress of one of France’s richest
bankers of murder after she admitted
killing him during a sex game.

Cécile Brossard testified that she
had loved Edouard Stern and
thought the banker would help her
become financially independent and
marry her, but that she became en-
raged during their final night to-
gether in 2005 when he suggested
she was a prostitute.

That prompted her to shoot the

50-year-old, according to prosecu-
tor Daniel Zappelli. “I am not a thief.
I am not poisonous,” Ms. Brossard,
40 years old, told the court. “I am
just desperately in love with a man
and I will be forever.”

The Frenchwoman turned to Mr.
Stern’s former wife, Beatrice David-
Weill, and his children and asked
their forgiveness. The 12-member
jury at Geneva’s Court of Assizes
found Ms. Brossard guilty. The
crime is punishable by up to 20
years in prison, and she is expected

to be sentenced Thursday.
Mr.Sternwastheheirofa19th-cen-

tury banking dynasty. During his ca-
reer, he amassed a $1 billion fortune
throughaseriesofoftenbrilliantbusi-
ness deals. Along the way, he ousted
his father from the family firm and
feuded with his powerful father-in-
law Michel David-Weill, who headed
investment bank Lazard. Torn be-
tween his desire to be embraced by
France’s elite and his disregard for its
businessandsocialetiquette,heeven-
tually moved to Switzerland.

By Jonathan Weisman

WASHINGTON—Senate Bank-
ing Committee Chairman Christo-
pher Dodd hustled in late Wednes-
day to the White House’s East Room
for the unveiling of President
Barack Obama’s financial-regula-
tory overhaul.

The Connecticut Democrat had a
more pressing concern that day:
drafting a national health-care plan.

Mr. Dodd’s twin roles on two of
the most ambitious items on the
president’s agenda this year could
determine the fate of the issue that
comes second on the Dodd list, the
regulatory overhaul. Mr. Obama
said this week he needs Congress to
move quickly, while there is some po-
litical impetus behind the measure.

Otherwise it will be picked apart by
competing lobbyists.

But the crowded Senate calendar
and the conflicting demands of the
embattled banking chairman could
leave Mr. Obama’s sweeping plan to
the fate of Washington lobbyists.
Complicating matters further might
be Mr. Dodd’s difficult re-election
campaign and the controversies gen-
erated by his perceived close ties to
banking and insurance interests that
willbe key lobbying players as the reg-
ulatory bill moves through Congress.

“You’ll hear a lot of chatter about,
‘we don’t need more regulation; gov-
ernment needs to get off our backs,’ ”
the president lamented. “There’s a
short memory, unfortunately, and I
think that’s what some of the special
interests and lobbyists are going to
be counting on, that somehow we’ve
forgotten the disaster that arose out
of their reckless behavior.”

House Financial Services Com-
mittee Chairman Barney Frank (D.,
Mass.) said on Wednesday he will
move first, drafting separate bills in

his committee in July on executive-
compensation controls, the new fi-
nancial consumer-products safety
agency and derivatives regulation.
Other bills may be drafted sepa-
rately in early September, with a full
package “very likely” on the House
floor in late September, he said.

Most of Mr. Obama’s proposals
reflect a broad consensus on Capitol
Hill, Mr. Frank said. The need for a
systemic risk regulator, a strong fi-
nancial consumer-protection
agency, regulating derivatives and
the abolition of the Office of Thrift
Supervision are all issues that won’t
generate controversy.

Because there are “other matters
dominating the Senate right now,”
Mr. Dodd said his committee won’t
turn to the issue until the fall. Al-
most half his members are working
on health care, through the Finance
or Health, Education, Labor and Pen-
sion committees, he said. With Sen-
ate Health Committee Chairman Ed-
ward Kennedy (D., Mass.) too ill to
take the gavel, Mr. Dodd has as-

sumed that role.
Mr. Dodd’s ability to carry the

regulatory bill has also been weak-
ened considerably by his shaky polit-
ical standing in Connecticut, accord-
ing to officials close to the chair-
man. Mr. Dodd learned a tough les-
son earlier this year when he took
the lead drafting legislation limiting
the size of bonuses for executives
from companies taking federal bail-
out money, only to be politically pil-
loried for not taking an even
tougher stand.

Instead, he is likely to let the next
three senior Democrats on the com-
mittee—Sens. Tom Johnson of
South Dakota, Jack Reed of Rhode Is-
land and Charles Schumer of New
York—carry the public load.

Still, Mr. Frank said, “Consensus
forms in society and the Congress,”
and as regulatory overhaul moves
through the House, the way should be
paved for quick action in the Senate.

“We’ll have it done this year,” Mr.
Dodd said. “Before we leave, it will
be done.”

That is optimistic. Republicans
say their strategy is to slow the pro-
cess down and take a long look at the
president’s proposal. Sen. Richard
Shelby of Alabama, the ranking Re-
publican on the Banking Committee,
said he isn’t sold on the need for a
new structure to handle financial
consumer protection. To him, a “sys-
temic risk regulator” would enshrine
the idea that some financial institu-
tions are too big to fail, a recipe for
endless, taxpayer-financed bailouts.

And like some Democrats, Mr.
Shelby questioned giving the Fed-
eral Reserve as much power as Mr.
Obama envisions.

Democrats have their own issues.
Rep. Maxine Waters of California, a
prominent liberal and chairwoman
of the Financial Services subcommit-
tee on housing, said if the president
wanted quick action, he needed to
make more dramatic proposals that
would garner passionate support.

“If you want to move quickly, you
have to take action that will yield re-
sults immediately,” she said.
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Protesters in Los Angeles chant slogans in a demonstration Sunday against the
outcome of Iran's presidential election.

Crisis fuels fears, hopes of expatsTehran moves to control
spread of information
Clampdown shows
rising technical skills
of Internet censors

IRAN: ELECTION AFTERMATH

At KIRN-AM, the Farsi-language
radio station that serves the large
community of Iranian expatriates in
Los Angeles, general manager John
Paley said the phones “never stopped
ringing” as callers flooded the lines
to talk about the situation in Tehran.

In Texas, Iranian-American
groups spent Tuesday working
phones, persuading students from
Iran at universities in Austin and San
Antonio to attend a rally set for
Wednesday at the state capitol to pro-
test the results of the Iranian elec-
tion. A similar demonstration is
planned in Orange County, Calif., and
rallies are set for Friday in Portland,
Ore., and other U.S. cities.

This week, Iranian expatriates
and Iranian-Americans around the
U.S. have been riveted to cellphones,
Web sites and social networks like
Facebook as they try to glean informa-
tion about what’s going on back
home. Their moods range from appre-
hension for relatives in Iran to ela-
tion at the possibility of a regime
change.

Iranian-American groups esti-
mate Iran’s U.S. émigré community
at more than 1.5 million, making it
the largest colony of overseas Irani-
ans outside the Middle East.

Hundreds of expatriate Iranians
voted at polling centers around the
U.S. last week, with the largest turn-
outs in Texas and Los Angeles.

For organizers like Hooman He-
dayati, an Iranian citizen who re-
cently graduated from the University

of Texas, the spreading street actions
unfolding in Tehran and around the
U.S. hearken back to the mass demon-
strations that helped bring down
Iran’s monarchy in 1979, when the
parents of many of his contemporar-
ies were U.S. college students them-
selves.

“The main similarities between
the post-revolution generation and
our parents who were protesting in
the streets of 1978 is that we are both
hoping to create a free democratic
government where our civil rights
and liberties are respected,” said Mr.
Hedayati, who voted at a polling sta-
tion in Austin. “But the difference is
that the young people who are pro-
testing today, unlike in the ’70s, are
very educated and envision a more

secular form of government with
more personal freedoms.”

Roxanne Ganji, a 46-year-old Ira-
nian-American living in Sherman
Oaks, Calif., has been organizing pro-
tests and vigils in Los Angeles to sup-
port protesters in Iran. Ms. Ganji,
whose group supports restoring a
monarchy, said she sees the current
upheaval as an opportunity for Iran’s
many opposing religions and politi-
cal groups to unite against the cur-
rent regime.

“We all want our country to be
free and move forward economically
and politically. It’s a scary time. But
there is a possibility for that now,”
said Ms. Ganji, whose family, Shiite
Muslims who favored a secular gov-
ernment, fled the country in 1979.

In the days following Iran’s elec-
tion, the government has slowed the
speed of the Internet and limited ac-
cess to Web sites in ways that show
the growing technical skills of the
country’s Web censors.

The government has clamped
down on traffic by apportioning less
bandwidth to so-called Internet con-
nection providers—of which there
are about 90 in Iran—that provide
Web access to the country’s hundreds
of Internet service providers.

Iranians have shared online im-
ages,video,emailsand“tweets”about
the protests and spreading violence—
circumventing state-controlled me-
dia. But as the public uprising has in-
tensified, so has the government’s at-
tempt to control the flow of informa-
tion.Internetspeedisreducedandcell-
phone service interrupted.

After an increase in Internet use in
the days leading up to the election, In-
ternet traffic over broadband connec-
tions in Iran dropped 54% in the three
days after the vote, compared with a
week earlier, based on a sample stud-
ied by Limelight Networks Inc., an In-
ternet content delivery company in
Tempe, Ariz.

The protests have coincided with
increasedpressureandrestrictionson
foreign and local media, covering the
election aftermath. The government
also took unprecedented steps Tues-
day to restrict reporters’ access to
demonstrations.TheMinistryofInfor-
mation and Guidance faxed a state-
ment to bureaus and representatives
of foreign media in Tehran informing
them that their press credentials
weren’t valid for conducting inter-
views outside their offices, and
banned covering any public gathering
thatdidn’thaveapermitfromthegov-
ernment.

Foreign correspondents that were
in Iran to cover the elections were in-
formed earlier in the week that their
visas wouldn’t be renewed.

On Tuesday, Iran’s Ministry of In-
formation and Guidance took further
steps, informing foreign-media bu-
reaus and representatives in Tehran
that their press credentials were not
valid for conducting interviews out-
side their offices. The ministry also
banned foreign press coverage from
any public gathering that didn’t have
a permit from the government.

The government also hasput strin-
gent limits on reporters’ access to
demonstrations. The protests have
been front-page news across the Mid-
dle East, with heavy coverage on al-
Jazeera and other Arab satellite news
outlets. But the reporting ban affects
all foreign reporters—Western and
non-Western alike. Iranian state me-
dia released footage and still photos
of a rally in support of President Mah-
moud Ahmadinejad, but few camera
crews appeared to brave the ban to
capture footage of supporters of chal-
lenger Mir Hossein Mousavi. Al-
Jazeera, the Arab news outlet based
in Qatar, aired footage of Mousavi
demonstrators. But it also said it had
been told to respect the media ban.

Iran’s approach to controlling the

Internet contrasts with that used in
Myanmar during the 2007 uprising
there. Myanmar, which has a much
lower rate of Internet use than Iran,
eventually severed access entirely.
China takes a more sophisticated tack,
allowing high-speed access—with ex-
tensive censorship of Web sites
deemed harmful by the government.

The Iranian government appears
to be taking a more nuanced—and
technically difficult—approach: al-
lowing the Internet to operate, albeit
at a slower speed, while using a more
centralized approach to blocking spe-
cific Web sites.

Throttling bandwidth is almost
the same as shutting off the Internet,
since it makes accessing Web sites
slow enough to discourage users, and
makes Internet phoning difficult.

“A lotof peoplethinkthisisjustsav-
ing face,” said Kaveh Ranjbar, a co-
founder of one of Iran’s largest Inter-
net service providers andnow an engi-
neerwithaWebregulatorbasedinAm-
sterdam. “The government can say it
didn’t disconnect the Internet, but the
reality is you can’t really use it.”

The Internet connection provid-
ers, or ICPs, on Monday filed a formal
complaint to government officials
about the reduction in bandwidth, in
some cases about 10% of what they
had bought, according to Mr. Ranjbar.

One Tehran resident, who asked to
beidentifiedonlybyhisfirstname,Be-
hzad,saidhishomebroadbandconnec-
tion has slowed so much in the past
fewdaysthatit’salmostunusable.Sim-
ply loading Google Inc.’s home page,
he said, takes up to a minute.

“At the moment, to a large extent,
it is stopping communication,” Be-
hzad said.

WhenhecalledhisInternetservice
provider to inquire about the speed is-
sue, he got a recorded message saying
bandwidth restrictions enforced by
the government-run Telecommunica-
tionsCo.ofIranwerecausing the diffi-
culty, and that engineers were doing
their best to resolve the problem.

TCI couldn’t be reached to com-
ment.

For years, the Iranian government
censoredWebsitesbyrequiring Inter-
net service providers to block sites on
a constantly updated blacklist pro-
vided by the government. Now, it no
longer needs service providers’ coop-
eration—it can block content itself
through the Internet arm of its tele-
com monopoly. That isn’t easy, Mr.
Ranjbar said, and it requires a lot of
bandwidth.

Still, the government is dealing
with a mature online population. The
Iranian blogosphere, with an esti-
mated 60,000 to 100,000 active blogs,
is somethingof an anomalyin the Mid-
dle East. The government estimates
about 21 million Iranians are online,
about 28% of the population.

“What the government has found
over the last few days is that blocking
Internet sites is not enough,” says Rob
Faris, research director at Harvard
University’s Berkman Centerfor Inter-
net and Society.

Some Web usersin Iran reporthav-
ing found ways to post to services
suchas Twitter via proxy servers. Cali-
fornia-based Twitter delayed Mon-
day maintenance until Tuesday so it
wouldn’t disrupt Iranian Twitter us-
ers who have bypassed blocks. The
State Department Tuesday again
asked Twitter to delay maintenance,
scheduled for 1:30 a.m. in Iran, but
the firm didn’t. Twitter said in a blog
post Tuesday that the maintenance
“took half the time we expected.”

By Joel Millman, Tamara Audi
and Peter Sanders

By Christopher Rhoads,
Geoffrey A. Fowler
and Chip Cummins
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Latest iPhone is better, not revolutionary
OS 3.0 gives users
enough of a boost;
rundown of features

Apple’s new iPhone 3G S adds video recording and voice control to its list of features.

By Walter S. Mossberg

Apple Inc.’s iPhone has been a
smashing success, redefining the
smart-phone market and creating a
new hand-held computing platform
that has attracted over 50,000 third-
party apps, or software programs, in
lessthanayear.Withitsnearlyidenti-
cal sibling, the iPod Touch, it has sold
a combined 40 million units since
June2007,whenthecomputermaker
plunged into the phone business.

Butthe iPhoneis drawingincreas-
ing competition from entrenched

smart-phone mak-
ers anxious to emu-
late the upstart.
The most signifi-
cant of these is

Palm’s impressive new Pre, which is
off to a good start with an estimated
100,000 or so units sold since it
launched on June 6.

So, like a shark, Apple must keep
moving. This week, it is introducing
two new products designed to con-
solidate and increase its position as
the leader in this new generation of
hand-held computers. I’ve been test-
ing both and I like them a lot, with
some minor caveats.

One of the new products is a re-
freshed model of the iPhone itself,
called the iPhone 3G S. It looks the
same, but offers more speed, more
memory, more battery life, and a few
new features, including video record-
ingandabettercameraforstillphotos.

The second is OS 3.0, the third
version of the iPhone’s operating
system, which comes on the 3G S
and also can be installed on all prior
iPhones and Touches. It includes a
much longer list of added features,
some innovative and some long over-
due catch-ups to other phones.
These include such widely re-
quested capabilities as cut, copy
and paste; systemwide searching; a
wider virtual keyboard; and a fea-
ture called MMS that allows users to
send photos and videos directly to
other phones without using email.

Apple last week also made a bold
business move to complement these
new products. It decided to keep
making the current model, the
iPhone 3G, and to slash its price by
50%, to $99. That’s an unheard-of
price tag for a pocket computer of
this power and versatility, and gives
millions of additional consumers a
reason to choose the iPhone instead
of a competitor.

In my tests, both the new phone
and the new operating system per-
formed well, with a few small excep-
tions. I believe thetwo strengthenthe
iPhone platform, make it likely the
iPhone will continue to attract scads
of apps, and are good for consumers.

But I also regard these changes
as more evolutionary than revolu-
tionary, and I don’t think this latest
iPhone is as compelling an upgrade
for the average user as the 3G model
was last year for owners of the origi-
nal 2007 iPhone.

Current iPhone owners can get
an improved product by merely
sticking with their existing phones
and upgrading to the feature-laden
new operating system, which is free
(it costs $10 for iPod Touch owners),
rather than shelling out at least
$199 for the new iPhone 3G S. And
many new iPhone buyers can opt for
the $99 3G model, which is not only

cheaper, but also greatly improved
by the new OS 3.0.

On the other hand, power users
willcrave the new model’s much-bet-
ter performance, battery life, stor-
age and other features. And some
will want thenew model because,un-
like the current model, it’s capable of
handling a new cellular network fea-
ture that, in the next few years, will
offerdouble the current data speeds.

The new, free operating system
was available for download starting
June 17. The iPhone 3G S will go on
sale June 19 for $199 for a version
with 16 gigabytes of memory, and
$299 for 32 gigabytes of memory.
Those memory capacities are double
the amounts offered on the previous
model last year at the same prices,
and far exceed the built-in memory
on most competing smart phones.

These prices are for new U.S. cus-
tomers on the AT&T network, plus
current owners who are eligible for
what AT&T calls a “standard” up-
grade. If you already own an older
iPhone, you could pay $200 more to
upgrade, depending on how far
along you are in your two-year ser-
vice contract and how much you
spend monthly. But AT&T, stung by
criticism in recent days, has just de-
cided to offer the
lower, new-customer
prices at launch to
iPhone 3G owners eli-
gible for upgrades at
any time up to Sept. 30
of this year, even if
they were originally
told they’d have to pay
the $200 premium.

Before I detail the
new features and
how they worked in
my tests, let me state
up-front what the
new iPhone and its
new operating sys-
tem don’t deliver.
The iPhone still lacks
a physical keyboard. It still can’t
run more than one third-party app
at a time, as the Pre does. Its other-
wise excellent Web browser still
can’t play videos created in Ado-
be’s Flash software, which is
widely used on the Web. And it
still isn’t available on any U.S. car-
rier besides AT&T.

Also, AT&T won’t enable MMS
until late this summer, even though
dozens of other iPhone carriers in
other countries are doing so immedi-
ately. And AT&T hasn’t set a date by
which it will offer tethering, a new
iPhone feature that allows the de-
vice to be used as a modem for a lap-
top. Other carriers in other coun-
tries are allowing this right away.

Here’s a rundown of the most im-
portant new features of both the
new hardware and software, and
how they performed in my tests.

The iPhone 3G S

n Speed: To me, this is the most
important feature of the new iPhone
3G S. In fact, the “S” in the name
stands for speed. During my week of
testing, the new model proved dra-
matically snappier in every way
than my iPhone 3G. Its processor is
50% faster than in the prior model,
and it sports a new graphics chip.

Applications opened much more
quickly. Web pages loaded far faster.
The camera was ready to use almost
instantly. And I never once saw the
occasional, annoying iPhone behav-
ior where you strike a key while typ-
ing and it sits there, seemingly
stuck, before you can continue.

Cellular-data speeds were about
the same, but in repeated testing on

different Wi-Fi networks, the 3G S
racked up speeds 30% to 50% faster
than on the 3G running at the same
time on the same networks.

n Battery life: On my 3G iPhone,
I usually could make it through the
day, but it was often a close call,
with the battery indicator winding
up in the red. By contrast, the new
model did much better, never hit-
ting the red zone and rarely requir-
ing interim charging at the office or
in the car, even though, because I
was testing it, I was pounding it
much harder than usual, making
more voice calls, playing lots of vid-
eos and music, trying numerous
apps, constantly downloading email
from two accounts, and syncing two
calendars over the air.

Apple claims about the same talk
time for the new model as on the
old, and about the same Web-surf-
ing time over the cellular network.
But it says the 3G S gets about 50%
more battery life when playing vid-
eos or surfing the Internet over
Wi-Fi and 25% more time—an as-
tounding 30 hours—for continuous
music playback.

n Memory: With the new 32-gi-
gabyte model, I was able to store
over 3,000 songs, more than 1,600

photos, 74 videos, 67 applications,
400 emails, nearly 1,000 contacts,
months of calendar data, and doz-
ens of documents, and still have 5 gi-
gabytes left over—more than most
phones offer out of the box.

n Camera: The new model’s cam-
era has a 3 megapixel resolution, up
from 2 megapixels, and has autofo-
cus and a feature that lets you tap
the screen to change the focus to an
object or person in the background
of a shot. It still lacks zoom or a
flash, though it does better in low
light. It also has a macro feature for
close-up shots. In my tests, all of this
worked, but I didn’t think the pic-
tures it took were dramatically bet-
ter than those on the old model, and
it can’t compete with phones like
Nokia’s new $700 N97, which has a
5-megapixel camera with zoom.

n Video: The new video recorder
worked well, even in low light, and
lets you post videos directly to You-
Tube, among other places. You can
also trim your videos right on the
phone. This all worked well, but the
videos aren’t high definition, and
pale in comparison to those on the
latest HD model of the popular $229
Flip pocket camcorder.

n Voice control: By simply hold-
ing down the new iPhone’s home but-
ton, you can dial contacts and con-
trol music playback by uttering
voice commands. The phone will
even tell you which song is playing.
Like most voice-recognition sys-
tems, this one isn’t perfect. But it
worked most of the time.

n Compass: I don’t consider this
important for most users, but it did
work when I was walking or driving.

It can orient maps in the direction
you’re heading.

n Small touches: You can option-
ally turn on a new battery indicator
that shows a precise percentage of
battery life left. The screen has a
new coating that resists oil and
grease from fingerprints.

n Downsides: The new phone
crashed on me twice during my
tests. Once, the voice-control fea-
ture killed the sound on the built-in
iPod, requiring a reboot. But I
couldn’t replicate this problem. An-
other time, the phone froze while
downloading a TV show. Apple
blamed this on a prerelease server is-
sue, and it didn’t happen again.

iPhone operating system 3.0
n Copy, cut and paste: Apple is

late with this common feature, but
it’s the best implementation I’ve
seen on a phone. In a text page, you
just double tap on a word, and it is
selected with little handles around
it that let you expand or contract the
selected area. Then, you just click on
a copy icon that pops up over the se-
lection. To paste, you tap elsewhere
in the page, or even in another app,
and a paste icon pops up. Click that
icon, and the selected text is pasted
in. It worked well in all my tests.

The feature works a bit differ-
ently for some Web pages, where you
hold down your finger over an area
and it selects a whole block of text,
like aparagraph,but still has the han-
dles that allow adjusting the selec-
tion. It also allows copying and past-
ing photos. You can also just select a
word or a section or a whole page of
text and delete it. And if you want to
undo a paste, just shake the phone.

Some Web pages and third-party
apps don’t yet support this feature,
but most do.

n Search: Before, you could
search only in the Contacts app.
Now, there are search features in
Mail, Calendar, the built-in iPod and
Notes. And there is a way to search
the whole phone at once. You just hit
the home button, slowly, twice, and
a special search screen appears.
Type in any phrase, and it brings up
every instance in multiple apps.

This is another catch-up feature,
but it works well. For instance, when
I searched for the word “Phil,” it
brought up songs by Phil Collins, a
note about Philadelphia, calendar
items mentioning people named Phil
or Phillips, emails to or from people

with those names, and contacts for
people named Phil or Phillips.

In email, the search function will
even find messages that aren’t on
your phone but that are stored on
the servers of certain email ser-
vices. For instance, I was able to al-
most instantly find emails from two
years ago stored on Google’s Gmail.

One downside—in email, search
looks for words only in email head-
ers, not in the body of the mes-
sages.

n Landscape keyboard: In older
iPods, the only built-in program
that supported a wider, landscape
keyboard, which is better for thumb
typing, was the Web browser. Now,
you can turn the phone horizontally
and use a landscape keyboard in the
Mail, Messages and Notes programs
as well.

n Find my iPhone: If you belong
to Apple’s $99 a year MobileMe ser-
vice, you can now locate a lost
iPhone on a map on any computer,
send the iPhone a message saying
how to return it to you, and cause it
to emit a beep, even if the sound is
turned off. I tested this and it
worked well. You can even remotely
wipe all your data off the phone.

n Voice Memos: The OS in-
cludes a Voice Memo app that lets
you dictate reminders or other mes-
sages, and then edit and email them.
I found it worked well.

n Navigation: Another
catch-up feature, turn-by-turn nav-
igation with voice prompts, is also
now supported. I tested this with a
third-party app called Gokivo, and
it did OK, though the developer ad-
mits to a prerelease bug I encoun-
tered.

n Auto-authentication: In the
new OS, the iPhone can remember
your log-in credentials for commer-
cial Wi-Fi hotspot services, so you
don’t have to enter them again and
again. Unfortunately, in my tests
with the AT&T Wi-Fi service, this
failed repeatedly in several Star-
bucks shops. Apple blames a glitch
in my prerelease phone’s SIM card.

n Push notification: To make
up for its lack of multitasking, the
new iPhone OS has a feature where
third-party apps can notify you of
new events, like a sports score, or a
new invitation to an online game. I
tried this with a game called TapTap
Revenge, and it worked fine.

n Stocks: The built-in stock ap-
plication now has much more de-
tailed data, including market cap,
news headlines and price/earnings
ratio for each stock.

n MMS and tethering: I
couldn’t test these useful features
because my tests were all done on
AT&T, which hasn’t rolled them out.

n Minor touches: You can now
move an icon among screens with
one continuous motion, instead of
stopping at each screen. And there
are two more screens to house
icons. You can finally synchronize
Notes with your PC or Mac. You also
can now maintain both calendars
and contacts synced wirelessly with
online services and those synced via
cable with your computer. And you
can play games and transfer files
wirelessly over Bluetooth with
other iPods or Touches that are
nearby.

n Bottom line: Both the new
iPhone and iPhone OS are packed
with features that make a great prod-
uct even better. But, for many users,
the software may be enough of a
boost to keep them from buying the
new model.

Email to mossberg@wsj.com.
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Subsidies fuel construction of biogas plants in Europe

By Rebecca Smith

Four power companies are ex-
pected to split $18.5 billion in federal
financing to build the next generation
of nuclear reactors—the biggest step
in three decades to revive the U.S. nu-
clear industry and one that could
vault the utilities ahead of some of
the sector’s strongest players.

UniStar Nuclear Energy, NRG En-
ergy Inc., Scana Corp and Southern
Co. are expected to share a set of
loan guarantees to be awarded by
the Energy Department. The guaran-
tees would enable the companies to
start building the reactors as early
as 2011, with the plants likely to
come on line by 2015 or 2016.

The four companies have selected
sites for their reactors and are at the
front of the pack to receive licenses
from the Nuclear Regulatory Commis-
sion to build and operate them. The
government has yet to formally an-
nounce its picks, but interviews with
Energy Department and NRC staff
members, as well as officials at en-
ergy companies and reactor vendors,
have identified the likely winners.

Seventeen companies applied for
$122 billion of federal loan guarantees
for 21 proposed reactors. In creating
their shortlist, federal officials sought
companies with strong development
teams and plans that could be imple-
mented quickly. They also wanted a
mix of traditional utilities (Scana and
Southern) andnewer “merchant” gen-
erators (NRG, UniStar) that sell elec-
tricity at unregulated prices. Mer-
chant operators have reaped big pro-
ductivity gains in nuclear power in re-
cent years. Foreign partners that
mightbe ableto contributeloansoreq-
uity were also considered a plus.

The likely launch of the next gener-
ation of nuclear reactors—a move in
the making for at least a decade—has
big implications for the economy and
the environment. Expanding the use
of nuclear power has the potential to
make a significant dent in emissions
ofcarbon dioxide, the most commonly
produced greenhouse gas. And En-
ergy Secretary Stephen Chu has made
nuclear power an agency priority.

The first round of building would
add about seven new reactors to the
U.S.’s existing fleet of 104 at a likely
cost of more than $40 billion. But the
new plants cost so much—estimates
range from $5 billion to $12 billion—
that power companies could have
trouble coming up with the equity
they must put into the projects, typi-
cally 20% to 50% of the total. In addi-
tion, technical or regulatory prob-
lems could arise, and it isn’t certain
the plants could be run profitably.

Strong political opposition is also
possible. Nuclear-power develop-
ment in the U.S. ground to a halt
shortly after a severe core meltdown
at the Three Mile Island nuclear plant
in Pennsylvania in 1979. Facing com-
munity resistance, ballooning costs
and complaints about a looming ra-
dioactive-waste problem, power com-
panies didn’t file applications for
new plants for more than 25 years.

Meanwhile, France and Japan,

among others, proceeded with newer
designs, eclipsing the U.S. in an indus-
try it had pioneered. Currently, about
a fifth of U.S. electricity is generated
by nuclear power, compared with
more than three-quarters in France
and one-quarter in Japan. The reac-
tors likely to be built in the U.S. are
similar to ones built elsewhere, in-
cluding in Finland, Japan and China.

The federal government’s choice
of these four companies could upend
the hierarchy of the electricity indus-
try. The first companies that can build
new nuclear reactors will have a big
leg up in delivering electricity with
low carbon emissions. That could give
them a major financial advantage if
Congress passes legislation that caps
carbon-dioxide emissions.

Absent from the government’s
list are two of the current leaders in
nuclear power, Exelon Corp. and En-
tergy Corp., which have bought nu-
clear plants in recent years and now
run a quarter of the nation’s nuclear
reactors. “We can’t build without
loan guarantees,” said Craig Nesbit,
an Exelon spokesman. Entergy’s nu-

clear spokesman, Mike Bowling, con-
ceded the company may sit out the
first round. “We don’t want to be left
behind, but we think this first wave
will pave the way for others,” he said.

Some believe a nuclear revival
would provide an opportunity to re-
tool thenation’s beleagueredmanufac-
turingsector.The new reactors will re-
quire thousands of specialized parts
and a skilled labor pool to make them,
but few U.S. companies are still in the
nuclear-supply business. “We’re go-
ingto bootstrapthe U.S.nuclear indus-
try,” said Steve Winn, head of NRG’s
nuclear-development company.

The government’s selection also
determines which nuclear-design
companies will win lucrative con-
tracts to build the plants. Scana and
Southernwantto useadesignbyWest-
inghouse Electric Co., now controlled
by Japan’s Toshiba Corp., at sites in
SouthCarolina andGeorgia.TheWest-
inghouse design has emerged as the
most popular and is one of the few al-
ready certified by the NRC for U.S. use.

NRG hopes to build two Toshiba
reactors in Texas, using a design first

developed by General Electric Co. Un-
iStar, which is jointly owned by Con-
stellation Energy Group and EDF SA,
plans to use a reactor from France’s
Areva SA at its site in Maryland.

The reactor makers unlikely to be
in the first round include GE-Hitachi
Nuclear Energy, a joint venture of
the U.S. and Japanese companies,
and Mitsubishi Heavy Industries
Ltd. Jack Fuller, chief executive of GE-
Hitachi, said the company has been
“in this business for 50 years. We’re
not overly concerned not to be in this
first wave.” The NRC has also said it
will continue to work toward certifi-
cation of other reactor designs.

George Vanderheyden, CEO of
UniStar Nuclear Energy in Balti-
more, said UniStar is involved in
“complicated negotiations” with
the French government to secure ex-
port-credit-agency financing for at
least 15% to 20% of project costs,
which could approach $10 billion.

Scana said it will seek support for
half the cost because it wants to limit
its debt load. NRG intends to finance
the project with 80% debt.

U.S. picks firms to revive nuclear power
Four energy companies are expected to split $18.5 billion in loan guarantees, have plants operating by 2015-16

By Matthew Dalton

BERGHAREN, the Netherlands—
European governments are quietly
transforming the practice of turn-
ing manure into energy from a
fringe technology into a tool for
both slashing greenhouse gases
from farms and boosting domestic
energy supplies.

Plants that convert manure,
corn, grass or organic waste into
electricity were historically built by
just a few environmentally con-
scious farmers. But the European
Union now counts about 8,000 so-
called biogas plants, and—fueled by
rising subsidies—thousands more
are expected to be built over the
next decade. Farmers are building
plants to make a profit, not to pro-
tect the environment, and orders
are rising at companies that provide
the technology.

Farm emissions account for 9%
to 10% of the EU’s total greenhouse
gases—more than all industrial pro-
cesses, such as steelmaking and
chemical manufacturing, combined,
according to the European Environ-
ment Agency. Much of the emissions
come from two gases produced from
livestock manure: methane, which

has 20 times the global warming po-
tential of carbon dioxide, and ni-
trous oxide, which is 300 times as po-
tent as carbon dioxide.

Farmers usually spread manure
on their fields, where the methane
escapes into the atmosphere and
the nitrogen forms nitrous oxide.
The EU has been able to change the
behavior of some industrial and en-
ergy polluters through its emission-
credit trading scheme, but govern-
ments have largely avoided politi-
cally contentious laws that would
force farmers to cut emissions by
treating manure.

Experts say biogas plants offer a
partial solution to this problem:
Farmers can make money for captur-
ing the methane from their manure,
while governments get a renewable
energy source that achieves substan-
tial greenhouse-gas reductions and
helps to reduce the EU’s dependence
on imported natural gas.

For Pieter Theunissen, the deci-
sion to build a biogas plant on his
dairy farm in the Netherlands was
strictly business. Dairy prices fell fol-
lowing EU farm-subsidy overhauls
four years ago, sending him search-
ing for another source of revenue.

Every day since his plant started

up in December, Mr. Theunissen
feeds 70 metric tons of dairy waste,
corn and manure from cattle,
chicken and pigs into a giant tank.
The smelly mixture is stirred for sev-
eral months to release as much meth-
ane as possible. The methane is cap-
tured and burned to power a tur-
bine, producing enough electricity
for 1,800 homes.

Mr. Theunissen says he believes
few farmers will take the trouble to
build a plant. His plans were put in
jeopardy several years ago when the
Dutch government cut renewable en-
ergy subsidies, endangering the via-
bility of his project and others like
it. (The subsidies were later rein-
stated.) Obtaining permits was a
challenge, as was convincing a bank
to finance the Œ2 million ($2.8 mil-
lion) construction cost.

Still, EnviTec Biogas AG, the Ger-
man company that built Mr. Theunis-
sen’s plant and owns half of it, is see-
ing strong interest in biogas plants
in many European countries, said
Jörg Fischer, EnviTec’s chief finan-
cial officer. The company has an or-
der backlog of more than Œ210 mil-
lion, he said, but faces obstacles to
getting permits and financing for
plants.

“The big challenge now is to turn
all these projects in the pipeline into
sales,” Mr. Fischer said.

Promoting biogas is an appeal-
ing public-policy option, experts
say.

“We see these subsidies as worth-
while for society, because biogas is a
secure supply, and it’s utilizing re-
sources that would have a negative
impact on water quality and the cli-

mate,” said Jens Bo Holm-Nielsen,
head of the Center for Bioenergy
and Green Engineering at Aalborg
University in Denmark.

The greenhouse-gas savings
from running a biogas plant are sig-
nificant—sometimes approaching
an 80% reduction—but to achieve
these higher savings levels, the
plant must use its excess heat. Mr.
Theunissen uses the heat from his
generator to heat his house, but the
plant creates enough heat for about
1,200 homes, most of which simply
escapes into the air. He and EnviTec
hope to sell the heat to his neighbors
and eventually find a large-scale cus-
tomer.

Germany, the world leader in bio-
gas with about 4,000 plants, is ex-
pected to build 500 to 700 plants a
year over the next decade, said An-
drea Horbelt, spokeswoman for the
German Biogas Association.

Biogas production in the EU is
now about seven million metric tons
of oil equivalent—just 1.5% of the
EU’s annual natural-gas consump-
tion of 438 million tons of oil equiva-
lent—but the potential exists to pro-
duce 60 million metric tons equiva-
lent annually, said Mr. Holm-Niel-
sen.
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New nukes
Nuclear projects in the running 
for federal assistance:
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Power brokers
Share of electricity generating 
capacity based on nuclear 
technology in 2008

Reactors likely to be built in the U.S. are similar in design to ones built elsewhere, such as this nuclear 
plant in Olkiluoto, Finland.

From farm to fuel
Natural gas produced in the 
European Union from manure, 
crops and other organic waste, in 
millions of tons of oil equivalent

Sources: EurObserv'ER 2008; Centre for 
Bioenergy and Green Engineering
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AVIATION

CAREERS

ANTIQUES/ART

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

BUSINESSES FOR SALE

CAPITAL AVAILABLE

CAPITALWANTED

CAPITALWANTED

FOREIGNOPPORTUNITIES

TRAVEL

Chemonics International , A Washington D.C.-based U.S. Government
contractor, is implementing a multimillion dollar institutional development project in the West
Bank over the next two years. Short term and resident technical expertise is needed in the
following fields of publicservice administration and policy reform:
§ Income tax and/or property tax
§ Transportation and safety
§ Road construction, maintenance, and repair
§ Land registration
Candidates with specialization in any of the above-listed fields that have the following
qualifications are encouraged to apply:
§ Bachelor's degree in a relevant field required; Master's degree preferred.
§ Minimum five years of experience working or consulting in the public sec-
tor in the areas of policy analysis, organizational development, business
process reengineering, or management information systems (MIS)

§ Proven experience working with a range of stakeholders preferred, e.g.,
advising high-level government officials, working with or training public
sector staff, and coordinating with donor-funded projects

§ Experience working in the Middle East highly preferred
§ Arabic language fluency and ability to travel and work in the West Bank
Required

Candidates should send a cover letter and updated resume to
WBGpubsecreform@chemonics.com by June 25, 2009. No telephone

inquires, please. Finalists will be contacted.

Public Sector Reform Specialists

Over 700 pieces to choose from by more
than 75 artists. Will sell collectively or
individually. 416-588-7094

john@casucciogallery.com
www.casucciogallery.com

Selling Huge Collection of
Conteporary Cuban Art

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

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

LasVegasGentlemensClubForSale.com

Your ticket to owning a club in the
heart of Las Vegas. A rare business
opportunity. Visit our website Today!

Have Your Own Piece of
Vegas Nightlife!

§Joint venture oppty: 180 acre winery &
proposed resort devlmt.
§Producing citrus grove: 19.27, 90.76, 26.47
contiguous acres @ 100K, 80K, 85K / acre.

Call Brokers: Kris: 760-533-5595
Carol: 818-634-3433

Southern California
Wine Country

FINANCING SOURCES FOR:
Bank/Insurance Guarantees.
Letters of Credit, MTN’s,

Credit Enhancements and Proof of Funds.
Email: tuj@ca.rr.com

USA Tel: +1-310-203-2613;
Fax: +1-310-203-2617

www.tujmanagementservices.com

40 yr old firm, General Contractor
Developer w/Major Contractor's Lic is seeking
investor or partner to increase bonding for
construction of buildings, roads, bridges &
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Saab creditors agree to settle debt

Sacyr, in shift, won’t sell Repsol stakeSainsbury to raise funds
for store expansion plan
U.K. food retailer
outpaces rival Tesco
in sales growth

By Lilly Vitorovich

LONDON—J Sainsbury PLC said
Wednesday that it will raise about
£445 million, or roughly $730 mil-
lion, to accelerate its store-expan-
sion plans, as the U.K. supermarket
chain posted a better-than-ex-
pected rise in quarterly same-store
sales, outperforming bigger rival
Tesco PLC.

Chief Executive Justin King said
Sainsbury, taking advantage of the
recent steep drop in U.K. commer-
cial-property values, aims to add
2.5 million square feet of store
space by March 2011. That is a 15%
gain from the company’s current
store space and up from previous
plans for a 10% increase.

The company will open 50 stores
during the next two years, as well as
expand 30 to 35 stores. Sainsbury cur-
rently has 502 supermarkets and 290
convenience stores. It agreed to buy
a further six supermarkets and three
convenience stores from the Co-oper-
ative Group for £29 million, on top of
the 19 supermarkets and five conve-
nience stores it bought from the com-
pany in March for £83 million.

Sainsbury was the U.K.’s biggest
supermarket chain until 1995, but
was overtaken by Tesco and then
Asda—now owned by U.S.-based
Wal-Mart Stores Inc.—as its rivals
used the last U.K. property-market
collapse in the 1990s and acquisi-
tions to expand aggressively. Sains-

bury has had a renaissance during
the past two years as Mr. King has
modernized stores, revamped logis-
tics and improved product quality
and selection.

The grocer on Wednesday re-
ported a 7.8% rise in same-store
sales—or sales from stores open at
least a year, excluding fuel and value-
added tax—for the 12 weeks ended
June 13. The rise in the fiscal first
quarter compares with 7% growth in
the fourth quarter and 4.9% in the
third quarter.

Sainsbury outperformed Tesco,
which Tuesday reported a 4.3% rise
in fiscal first-quarter U.K. same-
store sales, excluding fuel and VAT—
its best performance in two years.

Sainsbury’s total sales rose 3.2%
in the quarter as it expanded two su-
permarkets and opened five stores.

Sainsbury said it will raise the
new funds via a share placing and
convertible bond offer. On Wednes-
day, Morgan Stanley and UBS AG
sold 78.1 million new Sainsbury ordi-
nary shares at 310 pence each to in-
stitutions, raising gross proceeds of
about £242 million—just shy of the
company’s target of £255 million.
The share placement represents
4.4% of Sainsbury’s ordinary-share
capital prior to the placement.

The placing weighed on the com-
pany’s share price because it dilutes
the holdings of existing sharehold-
ers, including the Qatari Investment
Authority, which holds a 27% stake,
and the Sainsbury family. Sainsbury
shares fell 18.75 pence, or 5.7%, to
313 pence, one of the biggest de-
clines on the FTSE 100, which de-
clined 1.1%. —Sonja Cheung

and Mark Brown
contributed to this article.

Sainsbury, the U.K.’s third-largest supermarket group, plans to raise about $730
million for expansion. Above, a branch in south London
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Boeing Co. scored its first jet or-
der at the Paris Air Show but re-
mained well behind rival Airbus in
the race to sell planes to cash-
strapped airlines and governments.

Boeing won an order for two of
its updated 737-800 jets from MC
Aviation Partners, valued at $153
million at list prices. The aircraft-
leasing company is a unit of Japan’s
Mitsubishi Corp. The 737-800 is a
short- to midrange, single-aisle air-
craft that seats as many as 189 pas-
sengers. It competes with the Air-
bus A320, which has won dozens of
orders at the air show.

Airbus, a unit of European Aero-
nautic Defence & Space Co., has
made more than $6.2 billion in sales

of 57 aircraft at the show, largely
from Asian and low-cost airlines.
That is still well below the order
tally of recent years.

Philippines-based Zest Airways
Inc. placed a firm order for a new sin-
gle-aisle Airbus A320 on Wednes-
day to further its quest to expand
across Southeast Asia. The list price
of the jet is about $76 million,
though airlines often negotiate dis-
counts.

Airbus is suffering on the de-
fense front.

As delays mount for the maiden
flight of the A400M military trans-
port, Lockheed Martin Corp.and
Boeing are offering their C-130J and
C-17 models, respectively, as alterna-
tives to the European air forces.

Boeing scores a deal at air show

By Gustav Sandstrom

STOCKHOLM—Saab Automo-
bile AB’s creditors Wednesday ap-
proved the auto maker’s proposal
for settling its debts by paying a
quarter of what it originally owed.

Saab proposed to settle its debts
by paying 25% of about 10.5 billion
Swedish kronor ($1.34 billion) it
owed to more than 600 creditors, in-
cluding auto suppliers and the
Swedish government.

The vast majority of the debt, al-
most 10 billion kronor, was owed to
U.S. parent company General Mo-
tors Corp., which Tuesday said it
agreed to sell Saab to Swedish
sports-car maker Koenigsegg

Group AB for an undisclosed sum.
Court secretary Ingrid Lund at

Vanersborg District Court in Swe-
den, which is handling the Saab
case, said that all creditors apart
from the Swedish Tax Agency had
approved the plan to pay a quarter
of the company’s debts. She said the
proposal had thereby gained ap-
proval from more than 75% of the
creditors and of creditors represent-
ing at least 75% of the total debt, as
required.

“Writing down the debt has al-
ways been part of the plans” to at-
tract a buyer for the car maker, Saab
spokeswoman Gunilla Gustavs said
Tuesday.

GM’s agreement to write off

three-quarters of Saab’s debt im-
plies a reduction of about 7.5 billion
kronor in debt that would other-
wise have been assumed by the
buyer.

Saab had expected the plan to be
approved because GM, which sup-
ported the proposal, held over 90%
of its debt.

The Swedish auto maker, which
entered bankruptcy protection in
February, had asked creditors to
support its proposal, arguing that
they would likely end up receiving
at most 15% of what they were owed
if Saab was forced into bankruptcy.

GM itself filed for protection
from its creditors earlier this
month.

By Pablo Dominguez

MADRID—Highly indebted con-
struction company Sacyr Valleher-
moso SA is no longer trying to sell
its 20% stake in oil company Rep-
sol YPF SA, Sacyr Chairman Luis
del Rivero said Wednesday.

Sacyr has narrowed its debt
through recent asset sales, Mr. del
Rivero said at a news conference
ahead of the company’s annual gen-
eral meeting. In the first three
months of the year, the Madrid-
based company booked close to
Œ1 billion ($1.38 billion) from land
and home sales at a discount of
15% to valuations, he said.

Sacyr has been struggling with
a decline in the value of its invest-
ments. At the height of the Span-
ish real-estate boom, when inter-
est rates were low and liquidity
was abundant, Sacyr embarked on
leveraged purchases, among them
the stake in Repsol. However,
when the real-estate market im-
ploded amid the global financial
crisis, financing costs jumped at
the same time as the value of many
of Sacyr’s investments fell
sharply, forcing the company to
put the Repsol stake on the block.

In 2006, Sacyr paid Œ6.53 bil-
lion, or Œ26.71 a share, for its Rep-
sol stake. The shares are now trad-

ing Œ15.71 each, valuing the stake
at about Œ3.84 billion.

The drop in value also forced Sa-
cyr to come up with extra collat-
eral for the loans used to buy the
Repsol shares. However, it hasn’t
been forced to seek refinancing,
nor has it breached covenants set
in the financing for the stake acqui-
sition, Mr. del Rivero said.

Sacyr wants to narrow its debt
to Œ11 billion by year end from
Œ13 billion currently, mostly using
Œ1.8 billion from the sale of toll-
road unit Itinere Infraestructuras
SA to a Citigroup Inc. infrastruc-
ture fund. The deal was valued at
Œ7.89 billion, including Œ5.01 bil-
lion in debt.
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opens the enrollment to the

Seventh Edition of the

Master of Arts in Design
January 2010 - November 2010

The international postgraduate school opened in Milan by the Richemont

Group, the holding company which owns several of the world’s leading

luxury goods companies such as Cartier, Van Cleef & Arpels, Piaget,

A. Lange & Söhne, Jaeger-LeCoultre, Vacheron Constantin,

Officine Panerai, IWC, Baume & Mercier, Roger Dubuis, Montblanc,

Montegrappa, Dunhill, Lancel, Chloé, Alaïa, Purdey, Shanghai Tang.

The Master of Arts in Design is realized in collaboration with the Poli.design, a

consortium of the Politecnico of Milan, and SDA - School of Management of

the Bocconi University of Milan.

For further information please visit our website:

www.creative-academy.com

Further information:
Via Giovanni da Udine 32, 20156 Milano Italia
Tel: + 39 02 3026269 Fax: +39 02 3026705
contact: info.italia@creative-academy.com

website: www.creative-academy.com

Reserved to 20 students only, with a degree or an
equivalent qualification in the design field

T H E WA L L ST R E ET JO U R NA L . THURSDAY, JUNE 18, 2009 5

Climate-change fight heads for a new round
Singular voices roil
debate in the U.S.
over ‘cap and trade’

By Ben Worthen

Trade organizations represent-
ing an array of technology compa-
nies Tuesday criticized a Chinese
mandate to require computer mak-
ers to install Web-filtering software
on PCs sold in the country.

The plan “raises significant ques-
tions of security, privacy, system reli-
ability, the free flow of information
and user choice,” according to a let-
ter sent by 19 organizations to Li
Yizhong, China’s Minister of Indus-
try and Information Technology, a
copy of which was reviewed by The
Wall Street Journal. “We urge the
Chinese government to reconsider
implementing the requirements,”
the letter said. The ministry didn’t re-
spond to a request for comment.

The ministry sent a notice to com-
puter makers in May requiring that
PCs sold in China as of July 1 come
with filtering software made by Jin-
hui Computer System Engineering
Co. Free speech advocates and re-
searchers worry that it could be used

to prevent people in China from view-
ing political Web sites, as well.

The letter criticizing the plan was
signedby U.S.groupsthatincludethe
U.S. Chamber of Commerce, the Na-
tional Association of Manufacturers,
the National Foreign Trade Council
and the Semiconductor Industry As-
sociation. Groups in Japan, Europe
and Canada also participated.

The high-tech industry is con-
cerned about the extra costs and lia-
bility exposure that would come
from including the software with
PCs. The industry also wants to
avoid setting a precedent by adher-
ing to China’s request. “When any
government demands control of its
citizens’ computers you are in very
dangerous territory,” said Sage Chan-
dler, senior director for interna-
tional trade at the Consumer Elec-
tronics Association, which signed
the letter.

Thetradeorganizationsarework-
ing with groups in China and the U.S.
governmentinanefforttogettheChi-
nese government to back away from

the requirement.
“We’re leaving no
stone unturned and
working every feasi-
ble channel,” said
Dean Garfield, chief
executiveoftheInfor-
mation Technology
IndustryCouncil, the
group that is leading
the opposition effort
on behalf of PC mak-
ers and other tech
companies.

Further compli-
cating the matter, a
Santa Barbara, Ca-
lif., company sent
cease-and-desist let-
ters to Dell Inc. and
Hewlett-Packard
Co. on Monday.

The company, Solid Oak Soft-
ware Inc., alleges the makers of the
Chinese program stole parts of their
software. It wants to prevent the PC
makers from shipping computers
containing the software, said Brian

Milburn, Solid Oak’s president. Jin-
huihasdeniedstealinganyofthesoft-
ware.

On Tuesday, the state-run China
Daily quoted a ministry official reit-
erating that Chinese residents will

have a choice whether to install the
software, and said the government’s
role “is limited to having the soft-
ware developed and providing it
free,” according to the English-lan-
guage newspaper.

By Joseph B. White

The argument over whether cli-
mate change is a real problem is
largely settled in Washington.

What to do about climate
change? That debate is at a boil.

Underabillbeingconsideredinthe
U.S.HouseofRepresentatives,compa-
niesthatgenerategreenhousegases—
and their customers—could face
steadily escalating costs for using fos-
sil fuels. But businesses could keep
those costs in check by investing in
technology to change their carbon-di-
oxide-spewing ways. The legislation
wouldrequirecompaniestoobtainper-
mits to emit polluting greenhouse
gases, and the total number of permits
available in the U.S. would be capped.
Ifnewtechnologyorefficiencieslower
their emissions, businesses could sell
excess permits to other companies.

Europe has been using this ap-
proach, dubbed “cap and trade,” for
several years. But it is far from clear
whether the system will win over U.S.
lawmakers. One reason is that some
political leaders are listening to the
kind of doubts about the effective-
ness of a cap-and-trade system put
forward by a number of prominent
thinkers on environmental issues.

Some of them assert that Eu-
rope’s experience with cap and trade
shows that the system on its own has
a negligible impact on pollution. It
would make more sense, they say, to
spend money on developing clean-en-
ergy technology. Others say the focus
on cap and trade has diverted atten-
tion from the need for better strate-
gies to reduce energy use.

Bjorn Lomborg, a Danish busi-
ness school professor and author,
has won over many Republicans,
and alienated many Democrats and
environmentalists, by arguing that
a cap-and-trade system rigorous
enough to make a serious dent in
fossil-fuel consumption isn’t politi-
cally feasible.

No matter how high oil prices

rise, businesses and consumers will
use fuel at roughly the same rate
they do now, he says, because they
have little alternative.

Forproof,hesays, lookatlastsum-
mer’s sharp run-up in oil prices. De-
mand for oil fell, but only by a little,
he says, during a break from meet-
ingswithlawmakers—mostlyRepub-
licans—onCapitolHill.“Weareprice-

inelastic” when it comes to energy.
Mr. Lomborg’s numerous critics

challenge his grasp of climate sci-
ence. They also take issue with his
view that governments should in-
vest heavily in research on alterna-
tive technology instead of spending
heavily to slash greenhouse-gas out-
put in the short term.

Mr. Lomborg says governments

should commit to spending 0.05%
of gross domestic product on clean-
energy research, financed by a $7 a
ton tax on carbon dioxide. That
could address what he calls a “mar-
ket failure” in the development of
solar-power systems and wind tur-
bines effective enough and cheap
enough to compete with fossil fu-
els. Buying what he sees as today’s
premature renewable-energy tech-
nology “would be like putting an in-
efficient [computer] on everyone’s
desk in 1965.”

The House measure, known as
the Waxman-Markey bill, would
provide a total of $20 billion for
clean energy research and develop-
ment through 2025, a spokes-
woman for the Energy and Com-
merce Committee says.

David MacKay, a Cambridge Uni-
versity physics professor, shares
Mr. Lomborg’s skepticism of cap
and trade, but says industrialized na-
tions need to make massive invest-
ments in clean energy using technol-
ogy already available, from wind
power to nuclear plants.

In a 2008 book, Prof. MacKay dis-
misses what he calls the “codswal-
lop” in the energy debate, such as
government campaigns to get citi-
zens to turn off their cellphone
chargers. In face of the enormous
challenges posed by global warm-
ing, he says, such small changes
amount to “a feeble gesture, like bail-
ing the Titanic with a teaspoon.”

Instead, he says, industrial econo-
miesneedtothinkbigabout energy al-
ternatives. To wean the U.S. economy
off oil or coal, he says, will require “a
California’sworthofwindfarms,anAr-
izona’s worth of solar” and a lot of nu-
clear plants, he says. Shifting the en-
ergy mix this way will require big in-
vestments, he says, and a price tag on
carbon emissions of about $85 a ton.
Thatisfarmorethancurrentlycontem-
platedundertheproposedU.S.orexist-
ing European cap-and-trade systems.

“Cap and trade,” he says, “is ac-
ceptable becauseitachieves solittle.”

Hal Harvey, chief executive of Cli-
mateWorks Foundation, a network
of environmental groups, supports
the House climate bill, but says the
first priority in Congress should be
to emphasize efforts that scale back
U.S. energy consumption.

“There are a small number of poli-
cies that make a huge difference,” he
says. Among them: Pushing for “best
practices”—tougher efficiency and
conservation standards—in areas
like vehicle fuel efficiency and en-
ergy consumption in buildings.

“The lowly building code” can be
used to cut energy consumption by
as much as 75%, he says. The burst of
effort to ratchet up energy efficiency
in the U.S. after the oil shocks of the
1970s led to significant declines in
energy consumption and tilted the
balance of power away from oil and
energy producers toward consum-
ers—lowering energy costs for indi-
viduals, Mr. Harvey says.

Mr. Harvey worries that pro-
posed emissions limits and effi-
ciency standards that are currently
part of the House bill could be wa-
tered down. Without those require-
ments to motivate changes in the
way businesses and households con-
sume energy, he says, “you have la-
bored mightily and produced a
mouse.”

Dear Minister Li: 
 We would like to express our deep concern about the Ministry of In-
dustry and Information Technology (MIIT) notice mandating the installation of the 
Green Dam Internet Filtering Software on all computers sold in China, beginning 
July 1, 2009. 

This mandate raises significant questions of security, 
privacy, system reliability, the free flow of information and user 
choice. A technology-specific mandate such as this also seems to run contrary 
to China’s own goal of becoming a leading IT and information-based society.

Trade groups ask China to scrap Web-filtering software

Bjorn Lomborg is one of the most
prominent critics of cap and trade.
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A letter sent by 19 organizations to Li Yizhong, China’s Minister of Industry and Information Technology.
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BHP-Rio Deal Clears Trade Hurdle
Australia minister
sees no problem
in planned iron tie-up
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By Tom Wright

JAKARTA, Indonesia—British
AmericanTobaccoPLC paid$494 mil-
lion for an 85% stake in PT Bentoel In-
ternasional Investama, an Indone-
sian cigarette producer, as global to-
bacco companies look to offset slug-
gish sales in Western nations through
acquisitions in the developing world.

London-based BAT, the world’s
second-largest cigarette producer by
sales after Philip Morris Interna-
tional Inc. of the U.S., said Wednesday
it hopes to complete a tender offer for
the remaining shares by the end ofAu-
gust. The offer is a 20% premium on
Bentoel’s stock price and values the
entire company at $580 million.

The purchase is the latest sign of
renewed investor interest in Indone-
sia, the world’s fourth-most-popu-
lous nation, which the International
Monetary Fund forecasts will
achieve between 3% and 4% eco-
nomic growth in 2009 as solid con-
sumer spending offsets lower ex-
ports to the U.S. and Europe. The
government expects foreign invest-
ment—largely in consumer and re-
sources sectors—to grow 9% this
year from $14 billion in 2008.

BAT’s purchase of Bentoel,
which has a 7% share of the Indone-
sian tobacco market, the world’s
fifth-largest by volume with 250 bil-
lion cigarettes sold annually,
brings it into competition with
Philip Morris. In 2005, Philip Mor-
ris paid $5.2 billion to take over Ben-
toel rival PT Hanjaya Mandala Sam-
poerna, and has turned the com-
pany into the market leader, with a
29% share of local cigarette sales.

BAT derives about two-thirds of
its sales from emerging markets in
Asia, Russia, Latin America and East-
ern Europe—though Western mar-
kets still deliver the bulk of profit be-
cause of higher margins.

The company, whose brands in-
clude Dunhill, Kent, Lucky Strike and
Pall Mall, has failed to build a large fol-
lowingin Indonesia,where 90% ofcon-
sumers smoke pungent “kretek” ciga-
rettes, produced by companies like
Sampoerna and Bentoel from a mix-
ture of cloves and tobacco.

BAT decided the only way to
build sizable market share in Indone-
sia was to take over a kretek maker,
said Simon Millson, a Hong Kong-
based spokesman for the company.
BAT’s existing local unit in Indone-
sia, which doesn’t sell kretek ciga-
rettes, has a 2% market share.

The main seller to BAT was Ra-
jawali Group, a diversified Indonesian
concern that owned 56% of Bentoel.
Deutsche Bank AG and UBS AG ad-
vised BAT on the Bentoel deal.

Indonesia’s smoking habit
Retail volume of cigarettes, change 
from previous year

Source: Euromonitor
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CORPORATE NEWS

By Ray Brindal

CANBERRA, Australia—A pro-
posed iron-ore joint venture be-
tween BHP Billiton and Rio Tinto
won’t lessen competition between
the two companies to market the
raw material, Australia’s trade min-
ister said.

The proposed merger would see
the Anglo-Australian miners, which
dominate exports from the Pilbara
region in Northwest Australia,
share iron-ore-export facilities in
Western Australia state in a bid to
gain efficiencies and cut costs,

Trade Minister Simon Crean said.
“They will still operate as sepa-

rate marketing arms, they will there-
fore be competitors and so there
won’t be any lessening of competi-
tion,” Mr. Crean said. “When the de-
tails of the proposal emerge there
will be acceptance of that.”

China has raised concerns about
an Australian export monopoly
emerging as a result of the proposal.

The proposed merger of the BHP
and Rio iron-ore operations came af-
ter the collapse in early June of a pro-
posed US$19.5 billion deal between
Rio and Aluminum Corp. of China,
or Chinalco.

Rio Chairman Jan du Plessis said
that improving market conditions
were behind the decision to termi-
nate the tie-up with Chinalco, which
had been designed to ease Rio’s
$38.7 billion debt burden.

Mr. Crean described the collapse
of the Rio-Chinalco deal as an “eye-
opener” for China. “It’s going to be

an important learning curve for
China” to understand the role that
shareholders have in these consider-
ations, he said. “It was the share-
holders’ reaction that fundamen-
tally saw Rio go off and cut another
set of arrangements.”

OZ Minerals Ltd.’s $1.35 billion
sale of assets to China Minmetals
Non-Ferrous Metals Co. is a good ex-
ample of how Australia can accommo-
date Chinese investment, including
by a state-owned enterprise, he said.

Separately, Rio said its first-
quarter net profit fell 45% to $1.6
billion from$2.94 billion a year ear-
lier as lower prices hit earnings
from the company’s aluminum and
copper divisions.

Rio Tinto said lower prices had
crimped earnings.
 —Alex Wilson

contributed to this article.

BAT expands
into Indonesia
with Bentoel buy
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.00 $24.14 –0.08 –0.33%
Alcoa AA 40.70 10.49 –0.41 –3.76%
AmExpress AXP 16.40 23.95 –0.74 –3.00%
BankAm BAC 420.60 12.30 –0.43 –3.38%
Boeing BA 4.70 48.55 –0.28 –0.57%
Caterpillar CAT 15.00 34.80 –0.76 –2.14%
Chevron CVX 14.20 68.83 –1.05 –1.50%
Citigroup C 325.10 3.08 –0.17 –5.23%
CocaCola KO 7.50 47.93 0.10 0.21%
Disney DIS 8.10 23.68 0.19 0.81%
DuPont DD 9.60 24.80 –0.40 –1.59%
ExxonMobil XOM 26.40 71.42 –0.21 –0.29%
GenElec GE 123.50 12.25 –0.53 –4.15%
GenMotor GMGMQ 0.00 1.21 0.00 0.00%
HewlettPk HPQ 16.00 37.42 0.58 1.57%
HomeDpt HD 18.30 23.65 0.45 1.94%
Intel INTC 54.60 16.14 0.28 1.77%
IBM IBM 6.90 107.00 –0.32 –0.30%
JPMorgChas JPM 62.00 32.73 –0.77 –2.30%
JohnsJohns JNJ 11.10 55.20 0.58 1.06%
KftFoods KFT 12.70 24.88 0.07 0.28%
McDonalds MCD 6.80 57.37 0.30 0.53%
Merck MRK 22.50 24.77 0.34 1.39%
Microsoft MSFT 82.10 23.68 0.23 0.98%
Pfizer PFE 52.30 14.58 0.42 2.97%
ProctGamb PG 12.00 50.01 –0.09 –0.18%
3M MMM 3.60 59.04 0.63 1.08%
UnitedTech UTX 5.40 54.68 0.10 0.18%
Verizon VZ 11.50 29.78 0.24 0.81%
WalMart WMT 18.50 48.56 0.31 0.64%

Dow Jones Industrial Average P/E: 12
LAST: 8497.18 t 7.49, or 0.09%

YEAR TO DATE: t 279.21, or 3.2%

OVER 52 WEEKS t 3,531.88, or 29.4%

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

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

JPMorgan $981 7.3% 50% 27% 21% 1%

UBS 695 5.2% 42% 19% 38% …%

Credit Suisse 693 5.2% 44% 35% 20% 1%

Goldman Sachs 662 4.9% 46% 19% 34% …%

Deutsche Bank 643 4.8% 38% 35% 25% 2%

Citi 631 4.7% 33% 34% 30% 2%

BNP Paribas 553 4.1% 25% 53% 16% 6%

Bank of America Merrill Lynch 537 4.0% 31% 31% 35% 3%

Morgan Stanley 501 3.7% 36% 23% 40% …%

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

Porsche Automobil Hldg 519 –19 18 138 Alcatel Lucent 805 15 –3 33

Unibail Rodamco 201 –3 –10 –40 AB Volvo 405 15 32 32

Havas 378 –3 –1 –3 Rhodia 891 15 17 –1

Stena Aktiebolag 788 –2 –39 –200 Peugeot  319 16 32 21

Bco Espirito Santo  135 –2 5 36 Valeo 257 16 22 9

Std Chartered Bk 161 –2 –3 –11 Volkswagen  208 19 24 26

Rep Austria 112 –1 –2 26 Corus Group 895 27 48 –56

Siemens 99 –1 –5 –15 Fiat 813 42 68 114

Solvay 82 –1 –4 –19 Contl  771 43 21 –14

UBS  124 –1 –3 –8 TUI  1513 58 29 –81

Source: Markit Group

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

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

Vodafone Grp U.K. Mobile Telecoms $112.8 1.19 3.71% –20.8% 4.2%

Astrazeneca U.K. Pharmaceuticals 64.0 27.04 2.54 28.3 –12.9

Deutsche Telekom Germany Mobile Telecoms 49.2 8.13 2.07 –19.7 –34.8

L.M. Ericsson Tel B Sweden Telecoms Equipment 28.3 75.00 1.76 3.7 –36.4

France Telecom France Fixed Line Telecoms 58.4 16.12 1.58 –11.2 –4.3

Rio Tinto U.K. General Mining $53.7 21.54 –7.83% –57.2 –6.8

UniCredit Italy Banks 38.2 1.75 –6.43 –48.9 –65.4

ArcelorMittal Luxembourg Iron & Steel 45.3 22.57 –6.35 –64.1 ...

Anglo Amer U.K. General Mining 34.4 15.74 –6.25 –53.7 –26.3

Iberdrola S.A. Spain Conventional Electricity 38.4 5.55 –6.09 –36.7 –14.7

...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

Sanofi-Aventis S.A. 85.7 47.01 1.45% 10.8% –35.6%
France (Pharmaceuticals)
GlaxoSmithKline 103.6 11.13 0.72 1.0 –25.4
U.K. (Pharmaceuticals)
HSBC Hldgs 147.5 5.27 0.67 –25.9 –35.4
U.K. (Banks)
Novartis 109.6 45.00 0.36 –14.5 –30.4
Switzerland (Pharmaceuticals)
British Amer Tob 54.7 16.60 0.24 –9.3 22.5
U.K. (Tobacco)
Telefonica S.A. 100.1 15.34 ... –12.1 19.1
Spain (Fixed Line Telecoms)
Nestle S.A. 137.2 38.90 –0.05 –21.1 4.3
Switzerland (Food Products)
Roche Hldg Part. Cert. 92.8 143.40 –0.21 –17.9 –26.0
Switzerland (Pharmaceuticals)
SAP 49.0 28.86 –0.71 –15.2 –29.3
Germany (Software)
GDF Suez 79.0 25.99 –0.80 –37.3 1.9
France (Multiutilities)
Diageo 38.1 8.48 –0.82 –10.4 –7.2
U.K. (Distillers & Vintners)
Siemens 65.1 51.39 –0.98 –31.8 –25.0
Germany (Diversified Industrials)
Banco Santander 88.4 7.82 –1.01 –30.9 –23.1
Spain (Banks)
Intesa Sanpaolo 37.9 2.31 –1.28 –38.1 –47.9
Italy (Banks)
Unilever 41.2 17.33 –1.48 –9.8 2.3
Netherlands (Food Products)
ENI 95.7 17.24 –1.49 –28.9 –22.0
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 90.5 18.41 –1.55 –28.0 –26.4
U.K. (Integrated Oil & Gas)
Tesco 45.5 3.56 –1.60 –6.7 8.0
U.K. (Food Retailers & Wholesalers)
Bayer 41.7 39.36 –1.72 –23.9 18.9
Germany (Specialty Chemicals)
Koninklijke Phlps 17.5 12.99 –1.89 –45.4 –45.6
Netherlands (Consumer Electronics)

Nokia 56.1 10.64 –2.12% –35.2% –33.1%
Finland (Telecoms Equipment)
Total S.A. 127.3 38.73 –2.18 –24.9 –20.0
France (Integrated Oil & Gas)
Allianz SE 39.9 63.56 –2.28 –45.7 –46.9
Germany (Full Line Insurance)
E.ON 67.4 24.28 –2.37 –43.1 –12.6
Germany (Multiutilities)
BP 165.3 4.91 –2.39 –15.3 –18.6
U.K. (Integrated Oil & Gas)
Barclays 42.5 2.70 –2.53 –15.0 –54.0
U.K. (Banks)
Assicurazioni Gen 28.8 14.74 –2.64 –39.7 –40.7
Italy (Full Line Insurance)
AXA S.A. 38.2 13.20 –2.65 –37.2 –45.3
France (Full Line Insurance)
Soc. Generale 31.4 39.05 –3.01 –32.8 –61.8
France (Banks)
BNP Paribas S.A. 67.0 46.25 –3.04 –25.1 –35.7
France (Banks)
Banco Bilbao Viz 42.8 8.24 –3.17 –36.4 –45.6
Spain (Banks)
ABB 35.9 16.79 –3.23 –45.8 13.2
Switzerland (Industrial Machinery)
Daimler 33.4 24.97 –3.40 –44.3 –34.2
Germany (Automobiles)
BG Grp 60.4 10.37 –3.62 –16.0 56.5
U.K. (Integrated Oil & Gas)
BASF 37.3 29.28 –3.81 –36.8 –3.1
Germany (Commodity Chemicals)
BHP Billiton 50.0 13.75 –3.85 –28.6 37.2
U.K. (General Mining)
UBS 37.8 14.00 –3.85 –43.5 –75.8
Switzerland (Banks)
Credit Suisse Grp 50.2 46.08 –3.96 –7.0 –30.6
Switzerland (Banks)
Deutsche Bk 34.0 42.92 –4.01 –30.3 –49.3
Germany (Banks)
ING Groep 19.3 6.68 –5.68 –70.2 –77.7
Netherlands (Life Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.22% 1.45% 1.4% 4.1% -5.2%
Event Driven 0.94% 2.50% 3.5% 5.9% -25.3%
Equity Market Neutral -0.45% -0.14% -2.5% -3.8% -12.1%
Equity Long/Short 0.20% 1.64% 0.4% 0.4% -20.5%

*Estimates as of 06/16/09, 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 1.17 103.12% 0.02% 1.87 1.02 1.39

Eur. High Volatility: 11/1 2.41 105.85 0.04 3.89 2.03 2.79

Europe Crossover: 11/1 7.31 108.79 0.10 9.71 6.60 8.09

Asia ex-Japan IG: 11/1 1.88 107.22 0.04 3.84 1.58 2.58

Japan: 11/1 1.50 116.61 0.05 4.33 1.41 2.62

 Note: Data as of June 16

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Starbucks gets back to the grind
Coffee bars promise
fresh brew all day
to win back clientele

Starbucks CEO Howard Schultz is leading the changes being made at the
company, which now include the way it grinds and brews coffee.
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By Alex Roth

And Bob Sechler

FedEx Corp. reported a wider loss
for its latest quarter and issued a
downbeat forecast for its current one.

But the shipping company’s chief
executive said there are signs “the
worst of the recession is behind us,”
although he added that he
has no idea “how long this
bottoming out will take.”

Revenue and daily pack-
age volume were down in
the fiscal fourth quarter
from a year earlier, but
CEO Frederick W. Smith
said the “rate of decline ap-
pears to have leveled off.”
The package-delivery gi-
ant is considered a bell-
wether of the economy.

While FedEx’s quarterly
results were grim, they
weren’t as weak as analysts had ex-
pected. Excluding items, the com-
pany on Wednesday reported earn-
ings of 64 cents a share for the quar-
ter ended May 31. Analysts surveyed

by Thomson Reuters had forecast 52
cents a share.

For the current quarter, FedEx
forecast earning 30 cents to 45
cents a share, compared with 71
cents a share predicted by analysts.

“I’m seeing increasing evidence
that this downturn is a blessing for a
company like FedEx,” said Edward

Jones & Co. analyst Daniel
Ortwerth. He said the com-
pany has been forced by the
recession to cut expenses
but has managed to do so
without sacrificing the qual-
ity of its service.

Cost cutting by FedEx in
the past year has ranged
from sidelining planes to
cutting the company’s
work force. It has reduced
its number of daily
U.S.-Asia flights by 30%.

Mr. Smith, FedEx’s CEO,
offered a hint of optimism for the
coming months, even as he warned
that economic conditions continue
to “throttle” the company. He said
international shipping volumes at

FedEx’s Express unit “appear to
have bottomed,” falling only 12% in
the fourth quarter after dropping
13% in the third quarter. The seg-
ment typically makes up at least
60% of FedEx’s revenue.

Mr. Smith cited a number of
other positive trends, including that
customers’ inventories are getting
back in line with sales. That should
fuel restocking by FedEx customers
and thus an uptick in the courier’s
shipments later this year, he said
during a conference call. He also
said that conditions in the stock and
credit markets have been improv-
ing, as have some economic indica-
tors of manufacturing, housing and
consumer confidence.

For the time being, however,
Mr. Smith said the weak economy
continues to hurt the company’s re-
sults. FedEx said it doesn’t expect
gross domestic product trends to
turn positive until the first calendar
quarter of next year.

FedEx posted a fourth-quarter
loss of $876 million, or $2.82 a share,
compared with a loss of $241 million,

or 78 cents a share, a year earlier.
The latest results included

$1.2 billion in write-downs, most of
which was related to the company’s
2004 acquisition of Kinko’s Inc.
The write-downs lend credence to
views that FedEx blundered with
the $2.4 billion acquisition. Com-
bined with an $891 million write-
down in the year-earlier quarter,
FedEx has taken write-downs total-
ing about 70% of the Kinko’s pur-
chase price.

Revenue fell 20% to $7.85 billion.

FedEx reports a broader loss

CORPORATE NEWS GLOBAL
BUSINESS

BRIEFS

Thales Alenia signs contract with Orbital Sciences

Slow delivery
FedEx’s net income/loss, in millions

Note: Fiscal year ends May 31
Source: the company

–900

–600

–300

0

300

$600

4Q3Q2Q1Q
’08

4Q3Q2Q1Q
2007

By Julie Jargon

Starbucks Corp. is making
changes to the way it grinds and
brews coffee as it tries to win back
customers amid economic weak-
ness and increased competition.

Instead of grinding coffee only in
the morning, baristas will grind
beans each time a new pot is brewed.
Timers will buzz to signal when it’s
time to make a new batch, according
to internal Starbucks documents re-
viewed by The Wall Street Journal.

The changes are part of the Seat-
tle-based company’s effort to rein-
vigorate the “Starbucks experi-
ence” in the face of competition
from less-expensive rivals such as
McDonald’s Corp. and 7-Eleven
Inc. With Starbucks’s changes, cus-
tomers will be able to hear the whir
of grinders and smell the aroma of
fresh coffee all day.

The adjustments will begin to
roll out in Starbucks’s more than
7,000 company-operated U.S.
stores next month, a company
spokeswoman said.

Two years ago, Howard Schultz,
thenchairmanof the company,wrote
a memo to executives blaming the
chain’s excessive focus on growth
andefficiencyforcheapeningthecof-
fee-shop experience he long had
championed. Mr. Schultz wrote that
an earlier switch to preground coffee
had taken the “romance and theatre”
out of a trip to Starbucks.

“We achieved fresh-roasted
bagged coffee, but at what cost?
The loss of aroma—perhaps the
most powerful nonverbal signal we
had in our stores,” he wrote.

Mr. Schultz last year retook the
CEO seat he had held earlier in an ef-
fort to stem slowing sales. To re-
store some of the theater, baristas
began grinding beans in the morn-
ing and scooping the ground coffee
as needed throughout the day.

Currently, baristas decide when
to brew fresh batches “based on
multiple signals ranging from de-
mand (quantity), to expiration and
timing,” the new documents say, ex-
plaining that the revamped process
“reduces this complexity by elimi-
nating many of these signals.”

Now, depending on how busy a

store is at a particular time, baris-
tas will use 24-, 12- or eight-minute
“cadences” to brew coffee so that
no variety runs out. And instead of
dedicating one coffee brewer per va-
riety, the new procedures require
that containers be rotated as neces-
sary through different varieties so
customers don’t have to wait for a
certain type to brew.

The documents say that cur-
rently, “by using dedicated [contain-
ers] to brew coffee, our customers
may experience a coffee outage 14
minutes out of every hour, or 23% of
the time! This coffee outage occurs
for seven minutes during every
batch, making brewed coffee un-
available to our customers.” As a re-
sult, customers can be forced to
wait, choose another type of coffee

or leave the store empty handed.
“To solve the brewed-coffee outage
problem, we must change the way
we brew coffee,” the documents say.

An advantage of the new grind-
ing scheme is that stores will elimi-
nate waste by using up all the beans
they grind.

In some stores, grinders will be
moved adjacent to the brewers to
ease coffee making and bean bins
will be located near grinders to “re-
duce walking and reaching. In some
cases, it may be possible to relocate
coffee beans to a countertop to re-
duce bending,” the documents say.

Some baristas said the extra
grinding and brewing might slow
service and turn off customers with
added noise.

But demonstrating to custom-
ers that coffee is ground and
brewed on the spot could help Star-
bucks maintain its premium posi-
tion, especially as rivals tout less-
expensive alternatives.

The 7-Eleven convenience-store
chain, a unit of Japan’s Seven & i
HoldingsCo., recently started selling
iced coffee. Food giant Nestlé SA has
taken aim at Starbucks’s Via instant
coffee in ads for its Nescafé brand.
One ad says, “Our instant tastes rich,
not expensive (sorry Starbucks).”

And McDonald’s recently began
a national advertising campaign for
its McCafé specialty coffee drinks.

Morgan Stanley & Co. restaurant
analyst John Glass recently sur-
veyed 2,500 coffee consumers and
found that Starbucks’s traffic de-
clines might be leveling off. Only
20% of the Starbucks consumers he
surveyed said they’re cutting back
on Starbucks visits, compared with
28% last August.

Frederick W.
Smith

Hennes & Mauritz AB

Jimmy Choo collection
is planned for November

Swedish fashion retailer Hennes
& Mauritz AB said British accessory
brand Jimmy Choo Ltd. will launch
a collection in 200 H&M stores on
Nov. 14. Items will include men’s and
women’s shoes, bags and clothing.
The brand, known for sexy high-
heeled pumps, was a favorite of char-
acters on the television show “Sex
and the City.” H&M Creative De-
signer Margareta van den Bosch
said it is the first time the company
has collaborated with an accessory
brand. H&M has previously collabo-
rated with pop icons and designers
including Madonna, Kylie Minogue,
Stella McCartney, Karl Lagerfeld,
Roberto Cavalli, Viktor & Rolf and
Matthew Williamson.

Iberia Líneas Aéreas de España

Airlines Iberia Líneas Aéreas de
España SA and British Airways PLC
should be able to decide on their
planned merger before the August
summer break, Iberia’s top share-
holder said Wednesday. However,
Miguel Blesa, chairman of Spanish
savings bank Caja Madrid, which
has a 23% stake in Iberia, said little
progress had been made in the nego-
tiations in recent months, adding
that BA’s pension deficit remains an
issue. “We’re not in a situation
that’s different from where we were
a few months ago,” he said when
asked about the talks at a confer-
ence in Santander, Spain. Mr. Blesa,
who is also the vice chairman of Ibe-
ria, said he nevertheless remains
confident that the two carriers can
reach an agreement to merge.

Michelin SA

Faced with plummeting de-
mand, French tire maker Michelin
SA said Wednesday it will cut
about 2,900 jobs in France as it
strives to lower costs and boost
productivity. The company said
that the cuts will be made through
voluntary departures and early re-
tirement and that no workers will
be laid off. The cuts will help Miche-
lin achieve its goal of boosting pro-
ductivity in Western Europe by
15% by 2011, said a company spokes-
man. About 495 of the affected em-
ployees will be able to take advan-
tage of early-retirement measures,
while 598 are expected to take
other jobs within the company.
Michelin also is targeting 1,800 vol-
untary layoffs over the next three
years, the spokesman said.

Arcandor AG

German travel and retail com-
pany Arcandor AG said Wednesday
that it is filing to open insolvency
proceedings for 15 additional
units. Arcandor, which filed for in-
solvency last week, said the units
affected by the latest filing prima-
rily provide services exclusively or
almost exclusively to other parts of
the Arcandor group. The newest in-
solvency filing affects 6,700 em-
ployees, bringing the total number
of employees affected to about
50,000, the company said. Arcan-
dor said that its tourism unit
Thomas Cook, home-shopping tele-
vision station HSE24 and Pri-
mondo specialty mail-order busi-
ness aren’t affected by the filings.

—Compiled from staff
and wire service reports.

By Andy Pasztor

Thales Alenia Space, seeking to
carve out a bigger role in future Eu-
ropean and U.S. exploration pro-
grams, has signed contracts to
build nine cargo modules to service
the International Space Station and
to develop a separate, experimen-

tal atmospheric re-entry vehicle.
The contracts, announced at

the Paris Air Show in the past two
days, illustrate how Thales Alenia
Space is trying to expand from its
traditional satellite manufactur-
ing business.

Thales Alenia is a joint venture
between France’s Thales Group S.A.

and Italy’s Finmeccanica SpA, and
has factories and research facilities
in France, Italy, Spain and Belgium.

Thales Alenia on Wednesday an-
nounced a contract with Orbital Sci-
ences Corp. to design and provide
pressurized modules to transport
cargo, scientific experiments and
other items to the space station.

The value of the contract wasn’t
disclosed.

On Tuesday, Thales Alenia and
the European Space Agency an-
nounced an agreement to proceed
with development of an experimen-
tal atmospheric re-entry vehicle, fea-
turing advanced flight controls and
thermal protection systems.
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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.

2.74% 12 World -a % % 183.33 –0.46% –33.9% 4.87% 11 U.S. Select Dividend -b % % 507.90 –0.43% –28.3%

2.17% 14 Global Dow 1100.90 –0.60% –30.1% 1622.24 –0.71% –37.5% 4.72% 15 Infrastructure 1211.70 –1.02% –25.3% 1602.81 –1.13% –33.2%

3.37% 26 Stoxx 600 204.60 –2.00% –32.2% 211.89 –2.18% –39.4% 1.88% 6 Luxury 680.40 –1.41% –25.3% 800.33 –1.52% –33.2%

3.53% 17 Stoxx Large 200 219.90 –1.76% –32.1% 226.47 –1.95% –39.3% 5.74% 5 BRIC 50 353.80 –2.15% –25.7% 468.04 –2.26% –33.6%

2.54% -17 Stoxx Mid 200 186.30 –2.95% –32.7% 191.89 –3.13% –39.9% 4.14% 13 Africa 50 735.70 –0.84% –27.2% 647.92 –0.95% –34.9%

2.74% -28 Stoxx Small 200 117.10 –3.50% –31.7% 120.54 –3.69% –39.0% 3.68% 7 GCC % % 1449.96 –0.15% –51.1%

3.35% 19 Euro Stoxx 220.60 –2.06% –34.8% 228.41 –2.24% –41.7% 3.39% 11 Sustainability 684.60 –1.31% –28.0% 801.32 –1.50% –35.7%

3.51% 14 Euro Stoxx Large 200 235.00 –1.83% –34.7% 241.86 –2.01% –41.7% 2.67% 12 Islamic Market -a % % 1606.13 –0.51% –31.3%

2.58% -12 Euro Stoxx Mid 200 206.40 –3.00% –35.5% 212.28 –3.18% –42.4% 3.05% 11 Islamic Market 100 1477.60 –0.18% –19.3% 1753.18 –0.37% –27.9%

2.82% 16 Euro Stoxx Small 200 127.10 –3.45% –33.6% 130.69 –3.63% –40.7% 3.05% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1151.00 –3.04% –40.4% 1365.70 –3.23% –46.7% 2.26% 12 DJ U.S. TSM % % 9291.33 –0.51% –32.2%

5.19% 9 Euro Stoxx Select Div 30 1315.30 –2.98% –46.5% 1566.61 –3.16% –52.2% % DJ-UBS Commodity 124.70 0.10% –39.3% 125.58 –0.09% –45.8%

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

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

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

Australia 1.2694 2.0676 1.1689 0.1603 0.0406 0.1976 0.0133 0.3199 1.7599 0.2364 1.1113 ...

 Canada 1.1423 1.8604 1.0518 0.1442 0.0365 0.1778 0.0119 0.2879 1.5836 0.2128 ... 0.8998

 Denmark 5.3688 8.7444 4.9436 0.6779 0.1717 0.8356 0.0561 1.3530 7.4433 ... 4.7002 4.2293

 Euro 0.7213 1.1748 0.6642 0.0911 0.0231 0.1123 0.0075 0.1818 ... 0.1343 0.6315 0.5682

 Israel 3.9680 6.4629 3.6538 0.5010 0.1269 0.6176 0.0415 ... 5.5012 0.7391 3.4738 3.1258

 Japan 95.6950 155.8632 88.1169 12.0835 3.0609 14.8943 ... 24.1167 132.6715 17.8243 83.7776 75.3837

 Norway 6.4250 10.4646 5.9162 0.8113 0.2055 ... 0.0671 1.6192 8.9076 1.1967 5.6248 5.0613

 Russia 31.2640 50.9212 28.7882 3.9477 ... 4.8660 0.3267 7.8790 43.3444 5.8233 27.3705 24.6282

 Sweden 7.9195 12.8989 7.2924 ... 0.2533 1.2326 0.0828 1.9958 10.9796 1.4751 6.9332 6.2386

 Switzerland 1.0860 1.7688 ... 0.1371 0.0347 0.1690 0.0113 0.2737 1.5056 0.2023 0.9508 0.8555

 U.K. 0.6140 ... 0.5653 0.0775 0.0196 0.0956 0.0064 0.1547 0.8512 0.1144 0.5375 0.4837

 U.S. ... 1.6287 0.9208 0.1263 0.0320 0.1556 0.0104 0.2520 1.3864 0.1863 0.8755 0.7878

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 428.75 3.50 0.82% 707.00 302.00
Soybeans (cents/bu.) CBOT 1050.00 21.50 2.09 1,557.50 670.00
Wheat (cents/bu.) CBOT 594.75 0.50 0.08 1,072.00 522.75
Live cattle (cents/lb.) CME 81.375 1.000 1.24 117.500 78.075
Cocoa ($/ton) ICE-US 2,539 –117 –4.41% 3,237 1,950
Coffee (cents/lb.) ICE-US 120.85 –3.70 –2.97 183.30 109.00
Sugar (cents/lb.) ICE-US 15.95 0.17 1.08 16.91 11.05
Cotton (cents/lb.) ICE-US 57.60 –0.14 –0.24 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,375.00 –25 –1.04 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,617 –53 –3.17 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,441 –29 –1.97 2,314 1,429

Copper (cents/lb.) COMEX 226.95 0.45 0.20 375.35 129.55
Gold ($/troy oz.) COMEX 936.00 3.80 0.41 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1428.00 15.00 1.06 2,170.00 690.00
Aluminum ($/ton) LME 1,590.00 –37.00 –2.27 3,340.00 1,288.00
Tin ($/ton) LME 14,925.00 –125.00 –0.83 23,700.00 9,750.00
Copper ($/ton) LME 4,924.00 –144.00 –2.84 8,811.00 2,815.00
Lead ($/ton) LME 1,628.00 –77.00 –4.52 2,225.00 870.00
Zinc ($/ton) LME 1,547.00 –48.00 –3.01 2,034.50 1,065.00
Nickel ($/ton) LME 14,750 –245 –1.63 23,750 9,000

Crude oil ($/bbl.) NYMEX 71.70 0.54 0.76 139.50 43.42
Heating oil ($/gal.) NYMEX 1.8965 0.0368 1.98 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 2.0095 –0.0340 –1.66 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 4.424 0.112 2.60 12.038 3.520
Brent crude ($/bbl.) ICE-EU 70.85 0.61 0.87 129.00 43.41
Gas oil ($/ton) ICE-EU 579.00 –10.00 –1.70 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on June 17
Per In

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

Argentina peso-a 5.2215 0.1915 3.7663 0.2655

Brazil real 2.7698 0.3610 1.9979 0.5005

Canada dollar 1.5836 0.6315 1.1423 0.8755
1-mo. forward 1.5834 0.6316 1.1421 0.8756

3-mos. forward 1.5828 0.6318 1.1417 0.8759
6-mos. forward 1.5817 0.6322 1.1409 0.8765

Chile peso 763.18 0.001310 550.48 0.001817
Colombia peso 2889.92 0.0003460 2084.48 0.0004797

Ecuador US dollar-f 1.3864 0.7213 1 1
Mexico peso-a 18.6953 0.0535 13.4848 0.0742

Peru sol 4.1641 0.2402 3.0035 0.3329
Uruguay peso-e 32.123 0.0311 23.170 0.0432

U.S. dollar 1.3864 0.7213 1 1
Venezuela bolivar 2.98 0.335907 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7599 0.5682 1.2694 0.7878
China yuan 9.4787 0.1055 6.8370 0.1463

Hong Kong dollar 10.7453 0.0931 7.7505 0.1290
India rupee 66.5472 0.0150 48.0000 0.0208

Indonesia rupiah 14162 0.0000706 10215 0.0000979
Japan yen 132.67 0.007537 95.70 0.010450

1-mo. forward 132.63 0.007540 95.66 0.010453
3-mos. forward 132.53 0.007545 95.60 0.010461

6-mos. forward 132.36 0.007555 95.47 0.010475
Malaysia ringgit-c 4.8988 0.2041 3.5335 0.2830

New Zealand dollar 2.2033 0.4539 1.5892 0.6293
Pakistan rupee 112.368 0.0089 81.050 0.0123

Philippines peso 66.977 0.0149 48.310 0.0207
Singapore dollar 2.0222 0.4945 1.4586 0.6856

South Korea won 1741.04 0.0005744 1255.80 0.0007963
Taiwan dollar 45.717 0.02187 32.975 0.03033
Thailand baht 47.366 0.02111 34.165 0.02927

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

Euro zone euro 1 1 0.7213 1.3864

1-mo. forward 1.0003 0.9997 0.7215 1.3861

3-mos. forward 1.0008 0.9992 0.7219 1.3853

6-mos. forward 1.0011 0.9989 0.7221 1.3848

Czech Rep. koruna-b 26.681 0.0375 19.245 0.0520

Denmark krone 7.4433 0.1343 5.3688 0.1863

Hungary forint 282.13 0.003545 203.50 0.004914

Norway krone 8.9076 0.1123 6.4250 0.1556

Poland zloty 4.5220 0.2211 3.2617 0.3066

Russia ruble-d 43.344 0.02307 31.264 0.03199

Sweden krona 10.9796 0.0911 7.9195 0.1263

Switzerland franc 1.5056 0.6642 1.0860 0.9208

1-mo. forward 1.5051 0.6644 1.0856 0.9211

3-mos. forward 1.5039 0.6649 1.0848 0.9218

6-mos. forward 1.5015 0.6660 1.0830 0.9233

Turkey lira 2.1717 0.4605 1.5665 0.6384

U.K. pound 0.8512 1.1748 0.6140 1.6287

1-mo. forward 0.8512 1.1748 0.6140 1.6287

3-mos. forward 0.8513 1.1746 0.6141 1.6285

6-mos. forward 0.8515 1.1744 0.6142 1.6282

MIDDLE EAST/AFRICA
Bahrain dinar 0.5227 1.9132 0.3770 2.6525

Egypt pound-a 7.7666 0.1288 5.6020 0.1785

Israel shekel 5.5012 0.1818 3.9680 0.2520

Jordan dinar 0.9830 1.0173 0.7090 1.4104

Kuwait dinar 0.4000 2.4998 0.2885 3.4657

Lebanon pound 2090.00 0.0004785 1507.50 0.0006634

Saudi Arabia riyal 5.1991 0.1923 3.7501 0.2667

South Africa rand 11.2895 0.0886 8.1430 0.1228

United Arab dirham 5.0911 0.1964 3.6722 0.2723

SDR -f 0.9018 1.1089 0.6505 1.5374

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 600 204.63 –4.17 –2.00% 3.9% –32.2%

 14 DJ Stoxx 50 2097.81 –35.10 –1.65 1.6% –29.8%

 19 Euro Zone DJ Euro Stoxx 220.59 –4.63 –2.06 –1.0% –34.8%

 16 DJ Euro Stoxx 50 2383.71 –42.26 –1.74 –2.8% –32.0%

 8 Austria ATX 2020.73 –84.34 –4.01 15.4% –51.8%

 12 Belgium Bel-20 1964.64 –30.95 –1.55 2.9% –44.2%

 9 Czech Republic PX 922.2 –10.1 –1.08 7.5% –43.2%

 15 Denmark OMX Copenhagen 269.38 –8.30 –2.99 19.1% –34.9%

 12 Finland OMX Helsinki 5591.81 –176.52 –3.06 3.5% –37.7%

 11 France CAC-40 3161.14 –52.81 –1.64 –1.8% –31.6%

 19 Germany DAX 4799.98 –90.74 –1.86 –0.2% –28.7%

 … Hungary BUX 15275.17 –347.14 –2.22 24.8% –28.6%

 8 Ireland ISEQ 2784.56 –103.14 –3.57 18.8% –49.2%

 9 Italy FTSE MIB 19023.05 –566.58 –2.89 –2.2% –37.6%

 9 Netherlands AEX 251.23 –5.78 –2.25 2.2% –44.2%

 9 Norway All-Shares 337.14 –14.58 –4.15 24.8% –40.6%

 17 Poland WIG 31125.88 –662.98 –2.09 14.3% –27.5%

 14 Portugal PSI 20 6910.00 –170.75 –2.41 9.0% –31.5%

 … Russia RTSI 1038.41 –43.78 –4.05% 64.3% –56.8%

 8 Spain IBEX 35 9283.2 –214.7 –2.26 1.0% –26.5%

 15 Sweden OMX Stockholm 240.73 –4.94 –2.01 17.9% –20.7%

 11 Switzerland SMI 5302.29 –74.81 –1.39 –4.2% –26.2%

 8 Turkey ISE National 100 34595.39 58.35 0.17% 28.8% –9.3%

 10 U.K. FTSE 100 4278.46 –50.11 –1.16 –3.5% –25.7%

 20 ASIA-PACIFIC DJ Asia-Pacific 104.84 0.48 0.46 12.0% –29.5%

 … Australia SPX/ASX 200 3904.1 –58.4 –1.47 4.9% –28.3%

 … China CBN 600 24203.79 376.89 1.58 63.9% 2.2%

 15 Hong Kong Hang Seng 18084.60 –80.90 –0.45 25.7% –22.5%

 17 India Sensex 14522.84 –435.07 –2.91 50.5% –5.8%

 … Japan Nikkei Stock Average 9840.85 87.97 0.90 11.1% –31.9%

 … Singapore Straits Times 2271.45 –16.71 –0.73 28.9% –25.3%

 11 South Korea Kospi 1391.17 –7.98 –0.57 23.7% –21.6%

 14 AMERICAS DJ Americas 239.44 0.42 0.18 5.9% –32.6%

 … Brazil Bovespa 51163.45 –42.33 –0.08 36.3% –23.9%

 16 Mexico IPC 24185.90 –38.93 –0.16 8.1% –18.0%

*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 17, 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* 244.13 –0.85% 7.2% –37.0%

3.10% 15 World (Developed Markets) 960.02 –0.88% 4.3% –37.1%

2.80% 16 World ex-EMU 112.95 –1.03% 5.0% –35.4%

2.90% 16 World ex-UK 956.59 –1.04% 3.5% –36.7%

3.80% 13 EAFE 1,304.56 –0.44% 5.4% –39.2%

3.00% 13 Emerging Markets (EM) 764.63 –0.69% 34.8% –36.8%

4.30% 11 EUROPE 72.81 –0.10% 4.9% –35.3%

4.50% 11 EMU 143.34 0.03% 0.9% –45.0%

4.10% 12 Europe ex-UK 78.96 –0.29% 1.8% –36.2%

5.10% 10 Europe Value 81.46 –0.29% 5.1% –37.3%

3.60% 12 Europe Growth 63.26 0.08% 4.7% –33.4%

3.50% 12 Europe Small Cap 128.21 –0.36% 27.0% –34.2%

2.70% 7 EM Europe 219.71 0.46% 38.3% –51.1%

4.90% 8 UK 1,286.45 0.06% –2.2% –28.3%

3.10% 11 Nordic Countries 114.41 0.45% 16.7% –39.3%

1.80% 6 Russia 613.02 1.23% 48.7% –60.9%

3.90% 10 South Africa 611.91 0.00% 5.7% –20.8%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 321.17 –1.12% 29.8% –33.2%

1.80% 28 Japan 565.39 –3.34% 6.7% –36.6%

2.50% 14 China 54.09 –2.13% 32.6% –23.9%

1.20% 18 India 591.27 0.84% 60.1% –11.6%

1.40% 15 Korea 381.20 –1.03% 24.2% –25.8%

5.10% 35 Taiwan 226.53 –0.04% 30.7% –31.9%

2.30% 22 US BROAD MARKET 1,004.22 –1.35% 2.2% –34.6%

1.70% -51 US Small Cap 1,310.83 –1.69% 5.1% –34.1%

3.40% 13 EM LATIN AMERICA 2,995.30 –1.42% 44.2% –41.8%

*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

26 THURSDAY, JUNE 18, 2009 T H E WA L L ST R E ET JO U R NA L .



Obama sees no need to damp ambitions
Despite having to make emergency repairs, president is charging ahead with broad changes to U.S. economy

By Gerald F. Seib

With the release of the most-ex-
tensive proposals to change financial
regulations since the 1930s, U.S. Pres-
ident Barack Obama is a bit anxious.

Anxious, that is, for people—and
specifically for his conservative crit-

ics—to know he
isn’t the heavy-
handed meddler
some suspect.

“I think the
irony…is that I actually would like to
see a relatively light touch when it
comes to the government,” he said
Tuesday in a White House interview.
(For a complete interview transcript,
please see WSJ.com/Washwire.)

It is a counterintuitive case to

make when his government is a ma-
jority shareholder of General Mo-
tors, and when he proposed Wednes-
day new oversight of big financial in-
stitutions, new capital requirements
for banks and a new consumer-pro-
tection agency for small investors.

Which is precisely why Mr.
Obamawentto greatpains to explain
that there is a philosophy behind the
changes he is about to propose to the
nation’s financial plumbing. Indeed,
hesays,itisthesamephilosophythat
appliestohisbroaderviewofthegov-
ernment’s role in the economy:

“You set up some rules of the
road, ensure transparency and open-
ness, guard against huge systemic
risk that will lead…government po-
tentially having to step in to avoid a
depression, and then let entrepre-
neurs and individual businesses
compete and do what they do.

The president and his aides have
reached a point of potential political
peril,wherethemassiveinterventions
they have made to deal withthe reces-
sionandvirtualcollapseofDetroit—to
befollowedsoonbyanattempttoover-
haul the U.S. health system—can be
seenastheopeningstagesofareorder-
ingof the American economy.

For his part, Mr. Obama often re-
turns to a particular set of words to
explain what he’s trying to do to the
financial system: rules of the road,
openness and transparency. If every-
body knows what’s going on in the
marketplace, Mr. Obama argues,
they will make the right decisions.

The goal, he says in effect, is to make
sure that in the new economy, every-
body can see everything.

“On a whole host of these issues,
we want to do the minimum possible
toassurethateverystakeholderinthe
marketplace—consumers, workers,
investors, entrepreneurs—have a
clearsetofrulesoftheroad,theyknow
what they’re getting themselves into,
they’remakingdecisionsbasedonthe
pursuitofprofits,”hesaid.“Butweare
not setting up so few rules that you
have the kind of situation that we saw
last year where we really were on the
verge of a financial meltdown.”

The Federal Reserve gets more
power to oversee big financial insti-
tutions, large firms will have to
raise more capital and meet higher
liquidity standards, hedge funds
will face higher scrutiny, and a new
agency will be set up to protect con-
sumers and small investors.

With the plan out, though, the
president has the Goldilocks prob-
lem. Some will think his proposals
too hot, some too cold. Only some
will think them just right.

The right rules, he said, will al-
low a recovery that isn’t built on
speculative bubbles—and that don’t

stifle financial marketplace innova-
tions that have helped lots of small
guys in recent years.

“The question for us is how do we
create the foundation for a more sus-
tainable model of economic growth,
one that doesn’t impinge on the dyna-
mism of the free market, the innova-
tive products that are critical and the
entrepreneurship that creates jobs,
but also recognizes that the levels of
debt and a model that’s premised on
an endless supply of foreign dollars
is not one that is going to be sustain-
able over the long term?”

The Fed will be a big player in an-
sweringthatquestion.Mr.Obamawas
lavish in his praise of Fed Chairman
Ben Bernanke—who “has handled his
positionextraordinarilywellunderex-
traordinary circumstances”—but
wouldn’t say whether he would reap-
pointhimtoanewtermearlynextyear.

Even as he does more on the econ-
omy, Mr. Obama says his real desire
is to do less.

He intervened on behalf of GM
and Chrysler, he says, because his
only options were to continue to
send them taxpayer money without
strings attached, or see them liqui-
date. “The only real regulatory ap-
proach I’ve been interested in is rais-
ing fuel-efficiency standards so we
can wean ourselves off dependency
on foreign oil,” he says. “Beyond
that, the last thing I want is to be run-
ning a car company…”

Or, he insists, the American econ-
omy.

He aspires to a ‘light touch,’ not a heavy hand, in proposal

By David Wessel

One thing about Barack Obama:
He isn’t playing defense.

Much of the U.S. president’s ini-
tial economic agenda was dictated

by circumstance.
The implosion of
the financial sys-

tem put the government in the bank-
ing and mortgage business and led
the president to propose the big-
gest refashioning of the financial-
regulatory regime since the Great
Depression. The collapse of General
Motors and Chrysler turned the
government into the industry’s
most significant shareholder and
strategist. The worst recession in a
generation prompted fiscal stimu-
lus that has lifted federal spending,
as a share of the economy, to levels
unseen since World War II.

“Barack Obama didn’t run for pres-
ident to recapitalize banks, bail out in-
surance companies or take over auto-
mobile manufacturers,” says
Lawrence Summers, the president’s
economic adviser. “Unfortunately,
none of this could be deferred given
the economic crisis he inherited.”

But Mr. Obama isn’t stopping at
emergency repairs. He’s out to make
the biggest changes to the American
health-care system since the advent
of Medicare in 1966. And, as if that’s
not enough, he wants to change the
way the oil- and coal-addicted U.S.
economy uses energy to lighten its
dependence on foreign oil and re-
duce carbon emissions to restrain
global climate change.

Add it up—government plus en-
ergy and transport, health and fi-
nance—and Mr. Obama is tinkering

(and, in some cases, more than tink-
ering) with more than a third of the
U.S. economy, using Bureau of Eco-
nomic Analysis output-by-industry
estimates as a gauge. The changes
would touch anyone who gets a
mortgage, sees a doctor, pays an
electric bill—in short, everyone.

Most Americans don’t appear
worried about the president’s ambi-
tiousness. A new Wall Street Jour-
nal/NBC News poll asked whether
Mr. Obama is “taking on too many is-
sues and is not focused enough on
the most important ones” or is “fo-
cused and is taking on this many is-
sues because our country is facing
so many problems?” The reply: 37%
said he is doing too much and 60%
said he is doing a lot because the
problems are so many. (The other
3% weren’t sure.)

Obama fans insist all this is neces-
sary.

“They had to do something on au-
tos. They had to do something on fi-
nancial regulation. Health is differ-
ent—except that it has been an issue
for so long and is getting worse,”
says Laura Tyson, the University of
California, Berkeley economist who
worked in Bill Clinton’s White
House. “So that leaves energy and
climate change. But there is a major
international conference coming
up. There is no answer to climate
change without international coop-
eration. And developing countries
aren’t going to get involved without
the U.S. taking leadership.”

But the president is running big
risks by tackling so much at once.

Finance, health care and energy
are complex. Yes, there are reasons

to reshape each. Yes, with the gov-
ernment already so deeply involved
setting rules or structuring incen-
tives in each, a decision to stick with
the status quo would be a policy deci-
sion—and probably an unwise one.

But sit through a briefing on the
intricacies of changing the way hospi-
tals are paid or details of regulating
the size of financial companies’ capi-
tal cushions or formulas for allocat-
ing carbon-emission permits among
industries, and it quickly becomes
clear how many moving pieces are in
each of the president’s initiatives.

Unintended consequences are in-
evitable, no matter how much care
is taken in fashioning the ultimate
legislation and the regulations that
follow. “The risks are you will dam-
age things that weren’t broken,”
says Douglas Holtz-Eakin, a former

Congressional Budget Office chief
who advised Mr. Obama’s 2008 op-
ponent, Sen. John McCain.

The risks of mistakes are height-
ened because the president is expect-
ing so much so fast from people who
work for him and from the Congress.
Americans think of government as a
vast army of bureaucrats. But on any
of these major undertakings, big deci-
sions are made by relatively few peo-
ple in the White House and federal
agencies and by leaders of pivotal con-
gressional committees. None of them
are getting much rest these days.

“The danger is that you do it real
fast,” Ms. Tyson acknowledges.
“You may not have the people you
need. You may not make the deci-
sions you would have made had you
had more time.”

It may be impossible to get as
much done as quickly as Mr. Obama
wants. “All this will be difficult to
get through Congress,” says Mr.
Holtz-Eakin. “There’s not that much
bandwidth.”

But looking back at Ronald Rea-
gan, John F. Kennedy (whose 1961
promise to put a man on the moon
within a decade was achieved after his
assassination) and Lyndon Johnson
(on the domestic side, not Vietnam),
the Obama White House sees no rea-
sonto be modest in its ambitions or its
timetable. It seems to be hoping to get
health care through this year, to get fi-
nancial-regulatory legislation late
this year or early next before memo-
ries of the crisis fade and, then, to
prod the House and Senate toward a
climate-change compromise in 2010.

Makes one wonder what Mr.
Obama is planning for the second
half of his term.

President Barack Obama, in an interview Tuesday, said he wants a more transparent
financial system. The goal, he said, is to ensure everybody can see everything.

ECONOMY & POLITICS

Source: U.S. Bureau of Economic Analysis

The big fix
Sectors President Barack Obama 
is reshaping, by share of total 
value added in U.S. economy

Government
15.5%

Energy and
transportation
6.2%Other

51.6%

Finance
7.9%

Health
6.3%

Real
estate
12.5%

A parking garage recently promoted ‘Obama Stimulus' pricing in New York City
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Guests and clients of 320
leading hotels receive
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Europe daily, courtesy of
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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 06/17 USD 134.76 21.5 –33.3 –17.6

PF (LUX)-Asian Eq-Pca AS EQ LUX 06/17 USD 128.84 21.0 –33.9 –18.4

PF (LUX)-Biotech-Pca OT EQ LUX 06/16 USD 257.55 –9.7 –21.8 –9.1

PF (LUX)-CHF Liq-Pca CH MM LUX 06/16 CHF 124.16 0.2 0.8 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 06/16 CHF 93.72 0.2 0.8 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 06/16 USD 93.25 14.7 –20.8 –13.3

PF (LUX)-East Eu-Pca EU EQ LUX 06/16 EUR 224.21 67.9 –48.8 –29.8

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/17 USD 123.12 32.2 –39.4 –18.9

PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/17 USD 397.72 30.7 –40.4 –18.9

PF (LUX)-Eu Indx-Pca EU EQ LUX 06/16 EUR 82.84 8.4 –29.1 –25.2

PF (LUX)-EUR Bds-Pca EU BD LUX 06/16 EUR 368.55 –1.3 4.8 1.8

PF (LUX)-EUR Bds-Pdi EU BD LUX 06/16 EUR 280.46 –1.3 4.8 1.8

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/16 EUR 134.65 7.8 5.0 1.4

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/16 EUR 94.66 7.8 5.0 1.4

PF (LUX)-EUR HiYld-Pca EU BD LUX 06/16 EUR 117.88 30.7 –14.7 –12.0

PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/16 EUR 68.34 30.7 –14.7 –12.0

PF (LUX)-EUR Liq-Pca EU MM LUX 06/16 EUR 135.62 0.7 2.6 3.0

PF (LUX)-EUR Liq-Pdi EU MM LUX 06/16 EUR 97.74 0.7 2.6 3.0

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/16 EUR 102.30 0.4 2.3 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/16 EUR 100.94 0.4 2.3 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 06/16 EUR 335.97 9.8 –33.1 –29.4

PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/16 EUR 109.35 8.1 –29.3 –27.7

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/16 USD 216.36 14.2 7.4 6.0

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/16 USD 147.19 14.2 7.4 6.0

PF (LUX)-Gr China-Pca AS EQ LUX 06/17 USD 278.66 31.0 –22.4 –8.9

PF (LUX)-Indian Eq-Pca EA EQ LUX 06/17 USD 283.26 47.8 –21.8 –10.0

PF (LUX)-Jap Index-Pca JP EQ LUX 06/17 JPY 8852.75 8.7 –34.7 –27.2

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/17 JPY 7572.75 3.7 –40.3 –32.6

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/17 JPY 7370.24 3.4 –40.6 –33.0

PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/17 JPY 4228.91 7.7 –35.8 –28.7

PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/17 USD 198.08 25.1 –31.5 –16.2

PF (LUX)-Piclife-Pca CH BA LUX 06/16 CHF 717.52 4.1 –9.1 –10.0

PF (LUX)-PremBrnds-Pca OT EQ LUX 06/16 EUR 50.23 13.8 –23.4 –24.1

PF (LUX)-Rus Eq-Pca OT OT LUX 06/16 USD 44.03 92.8 –57.3 NS

PF (LUX)-Security-Pca GL EQ LUX 06/16 USD 81.43 14.0 –17.8 –15.7

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/16 EUR 374.08 14.6 –32.8 –28.0

PF (LUX)-US Eq-Ica US EQ LUX 06/16 USD 83.93 2.8 –32.8 –20.0

PF (LUX)-USA Index-Pca US EQ LUX 06/16 USD 73.71 1.7 –31.8 –21.7

PF (LUX)-USD Gov Bds-Pca US BD LUX 06/16 USD 499.98 –5.7 6.4 6.7

PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/16 USD 366.87 –5.7 6.4 6.7

PF (LUX)-USD Liq-Pca US MM LUX 06/16 USD 130.81 0.5 1.5 2.6

PF (LUX)-USD Liq-Pdi US MM LUX 06/16 USD 85.41 0.5 1.5 2.6

PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/16 USD 101.53 0.2 1.5 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/16 USD 100.82 0.2 1.5 NS

PF (LUX)-Water-Pca GL EQ LUX 06/16 EUR 108.07 4.9 –23.1 –19.0

PF (LUX)-WldGovBds-Pca GL BD LUX 06/17 USD 157.17 –4.7 4.6 9.1

PF (LUX)-WldGovBds-Pdi GL BD LUX 06/17 USD 130.09 –4.7 4.6 9.1

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/16 USD 47.32 14.0 –52.1 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 06/16 USD 10.48 33.7 –21.2 –16.0

Japan Fund USD JP EQ IRL 06/17 USD 15.39 4.8 –7.0 –8.6

Polar Healthcare Class I USD OT OT IRL 06/16 USD 10.58 NS NS NS

Polar Healthcare Class R USD OT OT IRL 06/16 USD 10.59 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 05/29 USD 127.43 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6

Europn Conviction USD B EU EQ CYM 05/29 USD 134.28 6.3 12.7 11.8
Europn Forager USD B OT OT CYM 05/29 USD 195.65 9.3 –5.5 –2.9
Latin America USD A GL EQ CYM 05/29 USD 14.30 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 05/29 USD 179.87 8.5 7.9 4.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 06/10 USD 99.63 72.7 –17.1 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/16 EUR 575.98 2.2 –31.1 NS
Core Eurozone Eq B EU EQ IRL 06/16 EUR 674.39 2.6 –30.2 NS
Euro Fixed Income A EU BD IRL 06/16 EUR 1146.58 1.3 –4.7 –4.3
Euro Fixed Income B EU BD IRL 06/16 EUR 1220.10 1.6 –4.1 –3.7
Euro Small Cap A EU EQ IRL 06/16 EUR 980.72 15.7 –35.9 –33.2
Euro Small Cap B EU EQ IRL 06/16 EUR 1047.13 16.0 –35.5 –32.8
Eurozone Agg Eq A EU EQ IRL 06/16 EUR 532.46 7.1 –32.3 –29.3
Eurozone Agg Eq B EU EQ IRL 06/16 EUR 762.73 7.4 –31.9 –28.9
Glbl Bd (EuroHdg) A GL BD IRL 06/16 EUR 1263.46 5.5 0.2 –0.2
Glbl Bd (EuroHdg) B GL BD IRL 06/16 EUR 1336.73 5.8 0.9 0.4
Glbl Bd A EU BD IRL 06/16 EUR 1025.94 4.6 7.6 –0.3
Glbl Bd B EU BD IRL 06/16 EUR 1088.63 4.9 8.3 0.3
Glbl Real Estate A OT EQ IRL 06/16 USD 679.61 2.0 –43.7 –30.7
Glbl Real Estate B OT EQ IRL 06/16 USD 698.37 2.2 –43.4 –30.3
Glbl Real Estate EH-A OT EQ IRL 06/16 EUR 626.82 –0.1 –42.8 –32.0
Glbl Real Estate SH-B OT EQ IRL 06/16 GBP 58.69 –1.0 –43.3 –31.6
Glbl Strategic Yield A EU BD IRL 06/16 EUR 1349.21 19.3 –9.4 –5.4
Glbl Strategic Yield B EU BD IRL 06/16 EUR 1439.16 19.7 –8.8 –4.8
Japan Equity A JP EQ IRL 06/16 JPY 11635.00 12.6 –33.1 –28.0
Japan Equity B JP EQ IRL 06/16 JPY 12360.00 12.9 –32.7 –27.5
PacBasn (Ex-Jap) Eq A AS EQ IRL 06/16 USD 1716.39 33.5 –25.0 –15.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 06/16 USD 1825.80 33.8 –24.5 –14.7
Pan European Eq A EU EQ IRL 06/16 EUR 780.98 8.7 –31.6 –28.0
Pan European Eq B EU EQ IRL 06/16 EUR 829.83 9.0 –31.3 –27.6
US Equity A US EQ IRL 06/16 USD 707.25 5.7 –34.4 –21.7
US Equity B US EQ IRL 06/16 USD 754.83 6.0 –34.0 –21.3
US Small Cap A US EQ IRL 06/16 USD 1043.32 3.8 –35.9 –24.4
US Small Cap B US EQ IRL 06/16 USD 1114.14 4.0 –35.5 –23.9

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/17 SEK 64.88 7.8 –35.0 –31.5
Choice Japan Fd JP EQ LUX 06/17 JPY 48.76 8.4 –33.8 –29.4
Choice Jpn Chance/Risk JP EQ LUX 06/17 JPY 49.71 11.0 –40.7 –30.5
Choice NthAmChance/Risk US EQ LUX 06/17 USD 3.19 14.0 –39.0 –21.8
Europe 2 Fd EU EQ LUX 06/12 EUR 0.79 14.1 –33.2 –28.9
Europe 3 Fd EU EQ LUX 06/17 EUR 3.34 9.5 –37.1 –31.2
Global Chance/Risk Fd GL EQ LUX 06/17 EUR 0.50 5.9 –30.5 –26.4
Global Fd GL EQ LUX 06/17 USD 1.73 4.1 –37.7 –24.7
Intl Mixed Fd -C- NO BA LUX 06/12 USD 23.70 3.2 –25.2 –14.3
Intl Mixed Fd -D- NO BA LUX 06/12 USD 16.49 3.2 –25.3 –14.3
Wireless Fd OT EQ LUX 06/12 EUR 0.12 28.0 –21.0 –19.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 06/17 USD 5.83 28.6 –23.8 –15.3
Currency Alpha EUR -IC- OT OT LUX 06/17 EUR 10.60 –2.8 0.2 1.8
Currency Alpha EUR -RC- OT OT LUX 06/17 EUR 10.53 –3.1 –0.2 1.3
Currency Alpha SEK -ID- OT OT LUX 06/17 SEK 98.71 –6.6 –3.7 NS
Currency Alpha SEK -RC- OT OT LUX 06/17 SEK 115.10 –3.1 –0.2 1.3
Generation Fd 80 OT OT LUX 06/17 SEK 7.06 10.5 –18.5 NS
Nordic Focus EUR NO EQ LUX 06/17 EUR 61.84 24.0 –32.3 NS
Nordic Focus NOK NO EQ LUX 06/17 NOK 68.36 24.0 –32.3 NS
Nordic Focus SEK NO EQ LUX 06/17 SEK 72.00 24.0 –32.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/17 USD 1.48 6.2 –33.3 –23.2
Ethical Global Fd GL EQ LUX 06/17 USD 0.66 9.7 –33.2 –23.8
Ethical Sweden Fd NO EQ LUX 06/17 SEK 33.36 21.0 –15.8 –17.7
Europe Fd EU EQ LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 06/17 SEK 12.64 –0.7 2.2 4.4
Medical Fd OT EQ LUX 06/17 USD 2.71 –5.5 –19.8 –15.1
Short Medium Bd Fd SEK NO MM LUX 06/17 SEK 8.78 0.9 2.3 2.8
Technology Fd OT EQ LUX 06/17 USD 1.97 26.3 –25.8 –13.7
World Fd NO BA LUX 06/17 USD 1.73 7.9 –31.5 –18.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/17 EUR 1.27 0.1 0.6 1.5
Short Bond Fd SEK NO MM LUX 06/17 SEK 21.86 1.4 2.4 2.9

Short Bond Fd USD US MM LUX 06/17 USD 2.49 –0.2 0.9 2.0

n SEB Fund 5

Alpha Bond Fd SEK -A- NO BD LUX 06/17 SEK 9.96 –1.0 –1.7 –0.4

Alpha Bond Fd SEK -B- NO BD LUX 06/17 SEK 8.62 –1.0 –1.8 –0.4

Alpha Bond Fd SEK -C- NO BD LUX 06/17 SEK 24.94 –1.1 –1.9 –0.5

Alpha Bond Fd SEK -D- NO BD LUX 06/17 SEK 7.76 –1.1 –1.9 –0.5

Alpha Short Bd SEK -A- NO MM LUX 06/17 SEK 11.03 2.1 3.1 3.3

Alpha Short Bd SEK -B- NO MM LUX 06/17 SEK 10.09 2.1 3.1 3.3

Alpha Short Bd SEK -C- NO MM LUX 06/17 SEK 21.57 2.0 3.0 3.2

Alpha Short Bd SEK -D- NO MM LUX 06/17 SEK 8.17 2.0 3.0 3.2

Bond Fd SEK -C- NO BD LUX 06/17 SEK 41.68 0.3 11.0 6.0

Bond Fd SEK -D- NO BD LUX 06/17 SEK 12.10 0.4 11.1 5.4

Corp. Bond Fd EUR -C- EU BD LUX 06/17 EUR 1.15 5.3 –0.9 –1.0

Corp. Bond Fd EUR -D- EU BD LUX 06/17 EUR 0.88 5.4 –0.8 –1.1

Corp. Bond Fd SEK -C- NO BD LUX 06/17 SEK 11.33 5.4 –5.3 –2.3

Corp. Bond Fd SEK -D- NO BD LUX 06/17 SEK 8.56 5.4 –5.3 –2.3

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/17 EUR 100.40 –3.3 5.2 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/17 EUR 104.80 1.2 9.9 NS

Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 06/17 SEK 1145.70 1.2 9.9 NS

Flexible Bond Fd -C- NO BD LUX 06/17 SEK 21.20 1.6 6.4 4.3

Flexible Bond Fd -D- NO BD LUX 06/17 SEK 11.59 1.6 6.4 4.3

n SEB Global Hedge

SEB Asset Sele Defensive Acc OT OT LUX 06/17 SEK 77.46 –3.3 –26.0 –15.7

SEB Asset Sele Defensive Inc OT OT LUX 06/17 SEK 70.76 –3.3 –26.0 –16.9

n SEB Sicav 1

Choice Emerging Mkts Fd GL EQ LUX 06/17 USD 2.04 32.3 –32.9 –12.9

n SEB Sicav 2

Choice Asia SmCap exJpn AS EQ LUX 06/17 SEK 25.55 52.2 –5.4 –16.8

Europe Chance/Risk Fd EU EQ LUX 06/17 EUR 838.66 10.0 –40.6 –33.3

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 06/11 USD 1047.56 11.4 NS NS

UAE Blue Chip Fund Acc OT OT ARE 06/11 AED 6.07 32.4 –51.9 –17.7

n WWW.SGAM.COM

SGAM FUND

Bonds ConvEurope A OT OT LUX 06/15 EUR 27.24 –3.9 –7.0 –1.2

Bonds Eur Corp A OT OT LUX 06/15 EUR 21.68 4.5 1.5 –0.7

Bonds Eur Hi Yld A OT OT LUX 06/15 EUR 17.13 28.9 –13.8 –12.6

Bonds EURO A OT OT LUX 06/16 EUR 39.52 0.1 8.7 4.8

Bonds Europe A OT OT LUX 06/15 EUR 38.03 0.4 9.2 4.1

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

Bonds US OppsCoreplus A OT OT LUX 06/15 USD 33.91 7.5 8.4 7.2

Bonds World A OT OT LUX 06/15 USD 39.12 –1.8 3.4 8.0

Eq. China A OT OT LUX 06/16 USD 19.61 31.3 –16.6 –10.0

Eq. ConcentratedEuropeA OT OT LUX 06/16 EUR 22.55 9.5 –32.4 –29.2

Eq. Eastern Europe A OT OT LUX 06/15 EUR 17.66 33.6 –54.3 –33.6

Eq. Equities Global Energy OT OT LUX 06/16 USD 15.90 11.5 –44.8 –16.1

Eq. Euroland A OT OT LUX 06/16 EUR 9.05 –1.3 –34.9 –30.5

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

Eq. EurolandCyclclsA OT OT LUX 06/16 EUR 15.18 10.5 –31.1 –23.1

Eq. EurolandFinancialA OT OT LUX 06/16 EUR 9.32 10.6 –37.0 –34.4

Eq. Glbl Emg Cty A OT OT LUX 06/16 USD 8.03 34.4 –34.4 –15.8

Eq. Global A OT OT LUX 06/16 USD 22.47 6.8 –34.1 –24.6

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

Eq. Gold Mines A OT OT LUX 06/16 USD 24.46 17.0 –12.6 –1.8

Eq. Japan Sm Cap A OT OT LUX 06/16 JPY 1005.42 11.0 –28.4 –31.6

Eq. Japan Target A OT OT LUX 06/17 JPY 1753.29 12.0 –12.3 –15.6

Eq. Pacific A OT OT LUX 06/16 USD 7.96 24.7 –28.1 –16.4

Eq. US ConcenCore A OT OT LUX 06/15 USD 18.89 16.3 –23.5 –14.9

Eq. US Lg Cap Gr A OT OT LUX 06/15 USD 12.75 18.3 –37.7 –19.9

Eq. US Mid Cap A OT OT LUX 06/16 USD 23.45 17.0 –38.0 –17.2

Eq. US Multi Strg A OT OT LUX 06/16 USD 17.31 8.4 –38.8 –24.5

Eq. US Rel Val A OT OT LUX 06/16 USD 16.42 5.7 –38.4 –29.2

Eq. US Sm Cap Val A OT OT LUX 06/16 USD 12.89 –0.4 –44.8 –33.2

Eq. US Value Opp A OT OT LUX 06/16 USD 13.43 3.7 –42.1 –32.6

Money Market EURO A OT OT LUX 06/16 EUR 27.33 0.7 3.1 3.6

Money Market USD A OT OT LUX 06/16 USD 15.82 0.5 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 06/17 JPY 8952.00 4.0 –37.9 –34.9

YMR-N Japan Fund OT OT IRL 06/17 JPY 10252.00 8.6 –35.1 –30.7

YMR-N Low Price Fund OT OT IRL 06/17 JPY 13913.00 7.2 –32.7 –29.6

YMR-N Small Cap Fund OT OT IRL 06/17 JPY 6724.00 4.8 –33.9 –34.8

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/17 JPY 6373.00 8.0 –37.9 –31.7

Yuki 77 Growth JP EQ IRL 06/17 JPY 6046.00 2.2 –41.2 –36.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/17 JPY 6685.00 7.1 –36.4 –32.6

Yuki Chugoku JpnLowP JP EQ IRL 06/17 JPY 8750.00 6.8 –26.1 –26.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/17 JPY 7065.00 4.4 –39.4 –33.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/17 JPY 4650.00 2.2 –43.0 –33.4

Yuki Hokuyo Jpn Inc JP EQ IRL 06/17 JPY 5385.00 2.0 –34.7 –28.9

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/17 JPY 4947.00 5.1 –32.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/17 JPY 4415.00 3.9 –45.3 –36.4

Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/17 JPY 4606.00 2.5 –46.0 –38.0

Yuki Mizuho Jpn Exc 100 OT OT IRL 06/17 JPY 6552.00 7.4 –41.1 –33.6

Yuki Mizuho Jpn Gen OT OT IRL 06/17 JPY 8708.00 8.6 –35.5 –32.2

Yuki Mizuho Jpn Gro OT OT IRL 06/17 JPY 6508.00 4.1 –35.8 –34.0

Yuki Mizuho Jpn Inc OT OT IRL 06/17 JPY 7776.00 –2.2 –36.7 –31.3

Yuki Mizuho Jpn Lg Cap OT OT IRL 06/17 JPY 5168.00 3.7 –38.0 –31.8

Yuki Mizuho Jpn LowP OT OT IRL 06/17 JPY 12510.00 10.4 –23.3 –25.7

Yuki Mizuho Jpn PGth OT OT IRL 06/17 JPY 7976.00 4.4 –40.4 –34.9

Yuki Mizuho Jpn SmCp OT OT IRL 06/17 JPY 6731.00 9.8 –33.9 –34.5

Yuki Mizuho Jpn Val Sel OT OT IRL 06/17 JPY 5760.00 10.9 –32.6 –28.5

Yuki Mizuho Jpn YoungCo OT OT IRL 06/17 JPY 2637.00 10.5 –41.3 –43.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/17 JPY 4983.00 10.7 –42.1 –34.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/17 JPY 5488.00 7.6 –37.1 –32.9

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 05/29 USD 1354.30 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1763.67 1.3 –8.2 –4.1

CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 05/29 USD 1694.39 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 05/29 USD 955.15 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS

D'Auriol Alt Non-Lev A EU OT CYM 04/30 EUR 97.08 –1.4 –22.4 –11.3

D'Auriol Opp F3 EUR EU MM CYM 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 05/29 GBP 0.98 4.5 –13.8 –4.6

Global Absolute EUR OT OT NA 05/29 EUR 1.45 5.0 NS NS

Global Absolute USD OT OT GGY 05/29 USD 1.84 4.7 –12.6 –4.4

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 05/29 EUR 78.86 3.3 –32.7 –12.8

Special Opp Inst EUR OT OT CYM 05/29 EUR 74.25 3.4 –32.4 NS

Special Opp Inst USD OT OT CYM 05/29 USD 84.07 4.2 –29.7 –10.2

Special Opp USD OT OT CYM 05/29 USD 82.67 3.9 –30.2 –10.9

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 05/29 CHF 103.33 3.5 –16.4 –7.1

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 05/29 GBP 122.68 4.1 –16.1 –5.2

GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS

GH Fund Inst USD OT OT JEY 05/29 USD 103.40 4.8 –13.3 –3.9

GH FUND S EUR OT OT CYM 05/29 EUR 118.19 4.5 –15.3 –5.0

GH FUND S GBP OT OT JEY 05/29 GBP 122.66 4.3 –15.1 –4.2

GH Fund S USD OT OT CYM 05/29 USD 138.48 4.9 –12.9 –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 05/29 CHF 87.80 4.5 –21.5 –13.2

MultiAdv Arb EUR Hdg OT OT JEY 05/29 EUR 94.97 5.1 –20.9 –12.1

MultiAdv Arb GBP Hdg OT OT JEY 05/29 GBP 102.54 5.8 –21.3 –11.9

MultiAdv Arb S EUR OT OT CYM 05/29 EUR 100.84 5.3 –20.2 –11.2

MultiAdv Arb S GBP OT OT CYM 05/29 GBP 105.53 5.8 –20.4 –10.6

MultiAdv Arb S USD OT OT CYM 05/29 USD 115.11 6.3 –17.6 –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 05/29 USD 110.88 3.6 –15.8 –7.0

Asian AdbantEdge EUR OT OT JEY 05/29 EUR 95.49 7.7 –15.0 –5.8

Asian AdvantEdge OT OT JEY 05/29 USD 174.63 7.8 –13.3 –4.4

Emerg AdvantEdge OT OT JEY 05/29 USD 156.78 11.7 –19.8 –7.9

Emerg AdvantEdge EUR OT OT JEY 05/29 EUR 87.36 11.2 –22.6 –10.1

Europ AdvantEdge EUR OT OT JEY 05/29 EUR 128.90 11.8 –8.9 –5.6

Europ AdvantEdge USD OT OT JEY 05/29 USD 121.66 –0.3 –17.6 –10.1

Japan AdvantEdge JPY OT OT JEY 05/29 JPY 7804.69 –3.4 –13.8 –9.0

Japan AdvantEdge USD OT OT JEY 05/29 USD 91.17 –3.1 –12.6 –6.7

Lvgd Alpha AdvantEdge OT OT JEY 05/29 USD 91.43 6.5 –34.3 –19.0

Real AdvantEdge EUR OT OT NA 05/29 EUR 104.42 5.6 NS NS

Real AdvantEdge USD OT OT NA 05/29 USD 104.41 5.8 NS NS

Trading Adv JPY OT OT NA 05/29 JPY 9713.05 NS NS NS

Trading AdvantEdge OT OT GGY 05/29 USD 147.49 –2.8 1.2 11.5

Trading AdvantEdge EUR OT OT GGY 05/29 EUR 134.13 –2.5 1.6 10.9

Trading AdvantEdge GBP OT OT GGY 05/29 GBP 141.45 –2.8 2.7 12.7

US AdvantEdge OT OT JEY 05/29 USD 104.55 2.2 –18.9 –7.5

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 MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 06/12 USD 286.19 49.0 –61.8 –40.0

Antanta MidCap Fund EE EQ AND 06/12 USD 437.00 50.8 –76.0 –45.1

Meriden Opps Fund GL OT AND 06/10 EUR 80.86 –7.1 –24.6 NS

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

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 06/09 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 194.85 –5.4 2.2 13.1

Winton Futures GBP GL OT VGB 05/29 GBP 209.97 –5.4 2.9 14.5

Winton Futures JPY Lead Series 2 GL OT VGB 05/29 JPY 13800.31 –6.5 –1.1 9.7

Winton Futures USD GL OT VGB 05/29 USD 690.75 –5.9 1.4 13.2

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.

T H E WA L L ST R E ET JO U R NA L . THURSDAY, JUNE 18, 2009 25



Technology Journal

U.S. revamp aims to make markets less bubbly

Hot air
Washington debates the
best way to fight climate
change > Page 28

Larger Fed role stirs controversy
Critics fault handling
of financial crisis
by U.S. central bank

By Brian Blackstone

WASHINGTON—Annual infla-
tion in the U.S. slid deeper into nega-
tive territory in May as consumer
prices posted their largest annual
decline in almost 60 years.

Still, a slight rise from the prior
month and an increase in core prices
that exclude food and energy sup-
port the growing sentiment at the
Federal Reserve that deflation risks
have waned. However, there is little
evidence that inflation is taking
hold either, a concern that has crept
into bond markets in recent weeks.

The consumer-price index rose
0.1% in May from April, the Labor De-
partment said Wednesday, below
the 0.3% increase economists in a
Dow Jones Newswires survey had ex-
pected. The core CPI, which ex-
cludes food and energy, also rose
0.1%, in line with expectations.

Consumer prices fell 1.3% from
a year earlier, the largest
12-month decline since April 1950.
That is way off the 2% annual rate
of inflation that most Fed officials
think is consistent with their dual
mandate of price stability and max-
imum employment.

Earlier this month, San Fran-
cisco Fed President Janet Yellen
said that after once favoring 1.5% as
an inflation objective, “I think if I
now had to write down a number, I’d
probably write 2%.”

Annual inflation was above 5%
as recently as August, before last
year’s energy- and commodity-
price drops kicked in and the glo-
bal recession eased pressure on im-
port prices.

But the annual CPI decline
aside, Ms. Yellen and others at the
Fed have little to worry about. An-
nual inflation rates should turn
positive later this year given the
recent rise in energy prices. And
the less-volatile core CPI index
was up 1.8% in May from a year ear-
lier, which is more in line with the
Fed’s objective.

Wednesday’s CPI report showed
that energy prices rose 0.2% in May
from April and were down 27.3%
over the past 12 months. Gasoline
prices rose 3.1% last month, while
food prices slid 0.2%.

In a separate report, the Labor
Department said the average
weekly earnings of U.S. workers, ad-
justed for inflation, fell 0.3% in May,
an indication that paychecks aren’t
keeping pace with prices, which
could threaten consumer spending.

Meanwhile, the U.S. current-ac-
count deficit shrank to $101.5 bil-
lion during January through
March, the Commerce Department
said Wednesday. The deficit was
the narrowest since the fourth
quarter of 2001.

The $101.5 billion deficit ex-
ceeded economists’ expectations
for a deficit of $85.0 billion in the
first quarter.

In the fourth quarter, the deficit
stood at $154.9 billion, wider than
an originally reported $132.8 bil-
lion.

The current account balance
combines trade of goods and ser-
vices, transfer payments, and invest-
ment income.

The first-quarter shortfall of
$101.5 billion made up 2.9% of gross
domestic product, which was last re-
ported at $14.09 trillion in current
dollars for the three months ended
March 31.
 —Jeff Bater

contributed to this article.

ECONOMY & POLITICS

By Jon Hilsenrath

WASHINGTON—With his pro-
posed regulatory revamp, U.S.
President Barack Obama is setting
out to do what history suggests
can’t be done easily—tame the fi-
nancial system’s tendency to drive
itself off a cliff.

The objective of “stability” is all
over Mr. Obama’s plans, literally:
The word shows up 53 times in his
88-page blueprint. His proposal, if
approved by Congress, would make
banks hold more capital in reserve
for a rainy day, reducing funds avail-
able for making risky bets. It would
require mortgage originators to
hold a piece of the loans they sell,
and the plan would steer compensa-
tion for a wide range of players
away from risky practices.

The ultimate goal: rein in mar-
kets’ highs and soften the inevitable
lows.

Financial booms and busts have
become especially familiar in the

past quarter century. But until the
credit squeeze that started in 2007,
they seemed to have become more
benign. The 1987 stock-market
crash, the savings-and-loan debacle
of the late 1980s, emerging-market
crises of the 1990s and the tech bust
early this decade came and went
leaving only two modest U.S. reces-
sions in their wake.

The current recession has empha-
sized to Mr. Obama and his eco-
nomic team the threat that unstable
financial markets pose to the
broader economy. Lawrence Sum-
mers, Mr. Obama’s chief economic
adviser, speaks often about creating
a new foundation for a less-bubble-
driven economy.

“Over the past two decades, we
have seen, time and again, cycles of
precipitous booms and busts,”
Mr. Obama said Wednesday. “In
each case, millions of people have
had their lives profoundly dis-
rupted by developments in the fi-
nancial system, most severely in
our recent crisis.”

The Federal Reserve would
stand at the center of the effort,
with new power to regulate finan-
cial institutions that threaten
broader stability. Derivatives mar-
kets that had been left to police
themselves, on the premise that
they help make the financial sys-
tem more resilient, would no
longer be left to do so. The Fed also
is examining whether it can do
more to deflate financial bubbles
before they get too big.

“The thrust of this reform pro-
posal is to insulate the system when
and if the next bubble happens and
then bursts,” said Robert Litan, a
scholar at the Brookings Institution.

“The hope is that the next time
around there will be some warnings.”

The challenge is how to do all
this without stifling Wall Street in-
novation or the economy’s growth.
Some Obama administration offi-
cials call it the “elusive frontier.”

“We must recognize that the
singular pursuit of stability, how-
ever well-intentioned, may end up
making our economy less produc-
tive, less adaptive, and less self-
correcting—and in so doing, less
able to deliver on its alluring prom-
ise,” Kevin Warsh, a Federal Re-
serve governor and former Bush
administration official, said in a
speech this week.

Another inevitable problem is
that of unintended consequences.
Regulators toughened capital re-
quirements on banks after the S&L
crisis, which encouraged the growth
of a “shadow” banking system popu-
lated by unregulated financial insti-
tutions and markets. A Great Depres-
sion restriction on the ability of
banks to pay interest on deposits,
called Regulation Q, sometimes left
them squeezed for funds and forced
them to tighten credit.

This time, tougher restrictions
on banks or insurance companies
could push money further into less-
regulated markets, such as private
equity, hedge funds or institutions
offshore.

Administration officials are con-
scious of the risk. One pillar of their
plan is improving international co-
operation on financial regulation.
They also want to force hedge funds
and other private money players to
register with the Securities and Ex-
change Commission. But the White
House isn’t talking about imposing
the same kinds of capital and li-

quidity requirements on many of
them that it would for banks.

There also is a risk that officials,
in responding to the last crisis, will
miss the next one. Congress re-
sponded to the tech bust and ac-
counting scandals of earlier this de-
cade by passing Sarbanes-Oxley ac-
counting regulations. But the cur-
rent crisis was already brewing in
housing, not stocks.

“The next problem is not going to
be mortgage-backed securities,”
says Raghuram Rajan, a finance pro-
fessor at the University of Chicago
Booth School of Business. “It is go-
ing to be something else.”

Mr. Rajan holds up Citigroup
Inc. and its predecessor companies
as an example of the pitfalls of regu-
lating financial institutions. Citi
“found three ways of getting itself
into trouble in the last three de-
cades,” he notes. In the 1980s, it be-
came burdened by emerging-mar-
ket debt that had gone bad. In the
1990s, it was overexposed to com-
mercial real estate. And in the last
crisis, it suffered huge losses in resi-
dential mortgages.

“You can sharpen enforcement
in one area, increase regulation, but
if the underlying incentive to take ex-
cessive risk is not mitigated in some
way, it is going to move somewhere
else,” Mr. Rajan says.

For that reason, White House offi-
cials want the Fed to be able to over-
see the compensation policies of top
executives at big financial institu-
tions, to make sure they don’t create
perverse incentives. But for every
action in Washington there is a reac-
tion on Wall Street. Clamping down
on compensation could send Wall
Street’s best and brightest to some
new area of finance nobody has yet
thought of.

U.S. inflation
remains mild
as prices rise 0.1%

By Sudeep Reddy

The Obama administration’s finan-
cial-regulation plan envisions the Fed-
eral Reserve as the most powerful
overseer of the U.S. financial system.
But that approach is quickly becom-
ing one of the plan’s biggest flash-
points, as lawmakers and consumer
groups attack the central bank for its
handling of the financial crisis.

“How much power the Fed is going
to have is going to be probably one of
the most controversial issues about
this plan,” said Robert Litan, a senior
fellow at the Brookings Institution.
The central bank is “already knee deep
in politics,” he said, and its role in the
new regulatory framework is most
likely to be changed by lawmakers.

Under the proposal, the Fed
would become the leading regulator
to monitor risks to the financial sys-
tem. It would gain sweeping author-
ity to monitor any firm that could
threaten financial stability, even if
the central bank wouldn’t normally
supervise the institution.

President Barack Obama prom-
ised the plan would ensure “that
lines of responsibility and account-
ability are clear” by placing the au-
thority in the Fed’s hands, while also
creating an overarching council of
regulators “to solve problems in over-
sight before they can become crises.”

Critics say the Fed failed to use its
authority to address loose lending
practices and a growing housing bub-
ble that ultimately pushed the econ-
omy into crisis. While the Fed re-
sponded aggressively after the crisis
began, some say the Fed’s track record
in monitoring financial institutions to
prevent instability needs to be consid-
ered before giving it more power.

“I don’t have a lot of faith in the
Fed being able to handle that big a
universe,” said John Taylor, presi-
dent of the National Community Rein-
vestment Coalition, a group of 600
community organizations. “I think
there’s a question of capacity and per-
formance that ought to be looked at.”

The Obama plan would remove
the Fed’s responsibility for con-
sumer regulation, handing it over to
a new agency. But the attacks on the
central bank from Capitol Hill don’t
stop there. Many lawmakers con-
tinue to criticize the central bank’s
role in bailouts of major institutions—
from American International Group
to Citigroup to Bank of America—
and want its power to lend to non-
bank financial institutions reined in.

A movement is also spreading in
Congress to force the Fed to disclose
the identity of borrowers at its dis-
count window, a move that central
bank officials say would discourage
use by firms that need emergency
stabilization. A large group of House
members is pushing to audit the Fed.

Fed officials maintain they took
action throughout the crisis be-
cause the central bank often was the
only institution around with the abil-
ity to prevent deeper financial tur-

moil. The regulatory overhaul
would provide a mechanism for the
government to wind down failing
nonbank financial institutions, free-
ing the Fed of the need to act. The
central bank also has taken steps to
release more details about its lend-
ing programs, though lawmakers
still want more information.

Some lawmakers and outside
groups worry that adding sweeping
responsibility for financial stability
could conflict with the Fed’s role in
setting monetary policy. Fed offi-
cials have said they can handle multi-
ple responsibilities.

Both Senate Banking Committee
Chairman Christopher Dodd (D.,
Conn.) and House Financial Ser-
vices Committee Chairman Barney
Frank (D., Mass.) on Wednesday
said the Fed’s role is the biggest is-
sue in the plan. Mr. Dodd said there
is well-founded concern that the
Fed’s responsibility for setting mon-
etary policy and interest rates
could affect its views on systemic
risk. “There’s not a lot of confidence
in the Fed at this point, and I’m stat-
ing the obvious,” Mr. Dodd said.

Mr. Frank said most of Mr.
Obama’s proposals reflect a broad
consensus on Capitol Hill. The
need for a systemic-risk regulator,
for a strong financial consumer-
protection agency, for regulating
derivatives and for the abolition of
the Office of Thrift Supervision are
all issues that won’t generate con-
troversy, he said. But, Mr. Frank
added, “the interplay between the
Fed and the rest of the regulators
on systemic risk” will be the thorni-

est problem to work through.
Some lawmakers want an inter-

agency council to have responsibil-
ity for systemic risk—along with au-
thority to act—instead of putting it
squarely at the Fed. But Obama ad-
ministration officials believe that
kind of committee approach would
allow problems at financial institu-
tions to fester without a clear regula-
tor responsible for addressing them.

The regulatory overhaul pro-
posed by the Bush administration
last year also would have given the
Fed responsibility for financial sta-
bility. But that plan would have re-
moved its bank supervision role.
Fed officials quietly objected to the
plan, saying the information
gleaned in supervision would be key
to the financial-stability mandate.
The proposal gained little traction
amid an escalating financial crisis.

The Obama administration pro-
posal includes a nod to some of the
Fed criticism. Given the central
bank’s proposed new powers, the
plan calls for the Fed to work with
the Treasury and outside experts to
review the structure and gover-
nance of the entire Federal Reserve
system, including the role of the 12
regional Fed banks in bank supervi-
sion and regulation.

The Treasury said it would use
the report resulting from that re-
view to propose changes to the Fed’s
structure “that are appropriate to
improve its accountability and its ca-
pacity to achieve its statutory re-
sponsibilities.”
 —Jonathan Weisman

contributed to this article.

T H E WA L L ST R E ET JO U R NA L . THURSDAY, JUNE 18, 2009 9

Short Mat Dollar A US BD LUX 06/16 USD 6.72 1.1 –12.6 –10.9

Short Mat Dollar A2 US BD LUX 06/16 USD 8.87 1.3 –12.8 –11.0

Short Mat Dollar B US BD LUX 06/16 USD 6.72 0.9 –13.0 –11.4

Short Mat Dollar B2 US BD LUX 06/16 USD 8.85 1.0 –13.2 –11.4

Short Mat Dollar I US BD LUX 06/16 USD 6.72 1.3 –12.1 –10.4

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 06/16 GBP 6.64 –0.2 –21.7 –17.4

Andfs. Borsa Global GL EQ AND 06/16 EUR 5.53 –4.7 –34.0 –26.2

Andfs. Emergents GL EQ AND 06/16 USD 13.38 33.9 –32.9 –14.8

Andfs. Espanya EU EQ AND 06/16 EUR 10.88 0.6 –26.8 –21.6

Andfs. Estats Units US EQ AND 06/16 USD 12.60 3.3 –32.2 –21.2

Andfs. Europa EU EQ AND 06/16 EUR 6.51 0.3 –30.0 –25.5

Andfs. Franca EU EQ AND 06/16 EUR 8.07 –2.5 –31.3 –27.7

Andfs. Japo JP EQ AND 06/16 JPY 472.24 7.7 –33.3 –28.2

Andfs. Plus Dollars US BA AND 06/16 USD 8.57 1.6 –16.3 –10.8
Andfs. RF Dolars US BD AND 06/16 USD 10.65 4.2 –6.0 –2.3
Andfs. RF Euros EU BD AND 06/16 EUR 9.90 10.6 –6.8 –6.2
Andorfons EU BD AND 06/16 EUR 13.13 10.1 –9.2 –9.0
Andorfons Alternative Premium OT OT AND 04/30 EUR 93.10 0.8 –18.0 –9.4
Andorfons Mix 30 EU BA AND 06/16 EUR 8.40 3.8 –21.9 –16.3
Andorfons Mix 60 EU BA AND 06/16 EUR 8.01 –1.4 –31.3 –23.4

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 06/12 USD 192678.33 42.8 –21.9 –13.5

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 06/17 EUR 9.69 –3.8 –5.6 –2.7
DJE-Absolut P GL EQ LUX 06/17 EUR 181.14 3.4 –23.9 –15.5
DJE-Alpha Glbl P EU BA LUX 06/17 EUR 159.71 3.8 –19.2 –11.8
DJE-Div& Substanz P GL EQ LUX 06/17 EUR 184.41 5.4 –19.5 –13.5
DJE-Gold&Resourc P OT EQ LUX 06/17 EUR 143.75 10.0 –22.8 –8.9
DJE-Renten Glbl P EU BD LUX 06/17 EUR 124.21 3.8 3.3 0.7
LuxPro-Dragon I AS EQ LUX 06/17 EUR 126.38 36.1 –5.4 –6.2
LuxPro-Dragon P AS EQ LUX 06/17 EUR 123.32 35.9 –5.9 –7.2
LuxTopic-Aktien Europa EU EQ LUX 06/17 EUR 15.43 7.7 –10.8 –7.9
LuxTopic-Pacific AS EQ LUX 06/17 EUR 12.55 38.7 –30.4 –21.0

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 06/09 SAR 5.71 20.4 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 06/16 USD 298.41 21.5 –3.5 –0.5
Sel Emerg Mkt Equity GL EQ GGY 06/16 USD 167.92 28.2 –33.3 –15.9
Sel Euro Equity EUR US EQ GGY 06/02 EUR 82.94 11.3 –36.2 –28.8
Sel European Equity EU EQ GGY 06/16 USD 148.88 8.3 –41.4 –28.4
Sel Glob Equity GL EQ GGY 06/16 USD 155.33 8.1 –37.0 –26.9
Sel Glob Fxd Inc GL BD GGY 06/16 USD 129.35 0.3 –11.0 –3.1
Sel Pacific Equity AS EQ GGY 06/16 USD 112.43 24.4 –29.9 –16.2
Sel US Equity US EQ GGY 06/16 USD 103.82 3.0 –34.4 –23.4

Sel US Sm Cap Eq US EQ GGY 06/16 USD 139.87 7.0 –36.5 –27.7

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 06/12 USD 48.61 42.4 –28.5 –11.9
LG Asian Plus AS EQ CYM 06/05 USD 47.82 26.5 –31.7 –14.8
LG Asian SmallerCo's AS EQ BMU 06/16 USD 75.03 36.0 –35.6 –32.3
LG India EA EQ MUS 06/11 USD 52.40 64.2 –12.1 –9.5
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 06/16 EUR 23.88 –9.0 –55.9 –46.9
MP-TURKEY.SI OT OT SVN 06/16 EUR 24.62 26.1 –27.4 –28.6

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 06/16 USD 12.07 38.4 –14.8 –5.0
Parex Caspian Sea Eq EU EQ LVA 06/16 EUR 3.10 47.6 –64.7 –44.0
Parex Eastern Europ Bd EU BD LVA 06/16 USD 12.07 38.4 –14.8 –5.0
Parex Russian Eq EE EQ LVA 06/16 USD 15.64 80.6 –51.4 –20.5
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China’s wealth fund resumes hiring

By Alison Tudor

TOKYO—Mitsubishi UFJ Finan-
cial Group Inc. hopes to enlist the
help of its new ally Morgan Stanley
in boosting its corporate lending
business in the U.S.

The partnership could consoli-
date the Japanese bank’s recent ex-
pansion outside its home market.

At the height of the financial cri-
sis last October, MUFG spent $9 bil-
lion on 21% of the voting rights in

Morgan Stanley.
The companies
also are expected
to announce details
of a global alliance

in a broad range of areas, including
corporate finance, commodities and
pan-Asian business, before June 30.

Corporate lending could be a key
part of the deal.

“The relationship with Morgan
Stanley will help us expand in the
U.S.,” said Sadahiro Sato, general
manager of the syndicated finance
division of MUFG’s core banking
unit, Bank of Tokyo-Mitsubishi UFJ
Ltd. Mr. Sato envisions a scenario in
which Morgan Stanley would advise
a company looking to expand and
MUFG could step in as a lender.

The advantage for MUFG would
be limited, because a conflict of in-
terest would prevent Morgan Stan-
ley from directing clients to MUFG;
but because of the relationship,
MUFG could be better-prepared to
compete with other lenders.

Since the onset of the financial
crisis, MUFG has grabbed market
share globally while its competitors

were laid low. World-wide volume
for syndicated loans collapsed to
$2.5 trillion in 2008 from $4.6 tril-
lion in 2007 as banks tried to con-
serve capital.

MUFG has 120 trillion yen ($1.24
trillion) of deposits and 90 trillion
yen of loans, a relatively low ratio;
the higher the ratio the more the
bank is relying on borrowed funds,
which are more costly.

MUFG has steadily climbed up
the bookrunner rankings in the
U.S., Europe and Asia since 2007,
according to data provider Thom-
son Reuters. “We had a big oppor-
tunity last year as overseas banks
didn’t have capital to lend,” Mr.
Sato said.

It has been particularly keen to
wrestle its way closer to clients, ar-
ranging their loans, rather than tak-
ing the pieces of the loans handed
out by other banks. Being a loan ar-
ranger is more lucrative than just
participating in a wider syndicate of
lender banks.

“In the past we were invited
into deals, now we invite others”
Mr. Sato said. The added advan-
tage of being a key lender to a com-

pany means that the lender has
more frequent contact with the cli-
ent and can pick up ancillary busi-
ness. For example, MUFG was a
bookrunner for Verizon Wireless’s
$14 billion bridge loan to buy All-
tel Corp.

MUFG earned $60 million in fees
as a bookrunner outside of Japan in
2008, up from $24 million in 2007,
according to Thomson Reuters.

But MUFG is seeing signs that its
competitors are recovering and is
keen to shore up its gains. The alli-
ance with Morgan Stanley is ex-
pected to help.

MUFG is driven by the desire to
expand outside its own mature, hy-
percompetitive market, where mar-
gins are thin and where MUFG has
ranked third since 2004.

“It is very difficult to get profit
from domestic market, so our man-
agement is trying to diversify,” said
Koichi Nagafuchi, chief manager of
the syndicated-finance division of
Bank of Tokyo-Mitsubishi UFJ.

MUFG has sent a representative
to China to help it develop a lending
business in what could become one
of the world’s biggest markets.

MUFG plans an allied push
Bank expects to use
Morgan Stanley ties
in corporate lending

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

By Shai Oster

BEIJING—Environmental ex-
change BlueNext, Europe’s largest
spot market for carbon credits, is
partnering with a Chinese ex-
change, as foreign companies bet
that China will eventually allow
some form of domestic or interna-
tional emissions-trading scheme.

BlueNext said it will sign a memo-
randum of understanding with
China Beijing Environmental Ex-
change to look at setting up a mar-
ket for trading of carbon-emissions
credits down the road.

“This is another step in our wish
to expand our market into the great
potential that is China, and the rest
of Asia. But [it is] also another step
in our long-held ambition to be the
reference point for a single interna-
tional price for carbon,” said Serge
Harry, chief executive of BlueNext.

Currently, foreign investors in
pollution-reduction projects in
China can create credits, called certi-
fied emissions reductions, that can
then be applied against carbon caps
in Europe or in other developed na-
tions under the clean-development
mechanism of the Kyoto Protocol on
global warming.

But, under current regulation,
those credits can’t be traded domes-
tically and have to be matched with
a specific project abroad. They can
be traded later in secondary mar-
kets overseas.

Mr. Harry said that under the

agreement, BlueNext will have ac-
cess to a database from China
Beijing Environmental Exchange of
potential projects that could gener-
ate carbon credits for investors.

In a statement, China Beijing En-
vironmental Exchange said the alli-
ance would open up access to more
buyers for the projects.

So far China has relied on regula-
tions rather than markets to curb
pollution. But many are betting that
China will loosen regulations and al-
low some forms of emissions trad-
ing. Last year, three cities—Shang-
hai, Beijing and Tianjin—launched
emissions exchanges. One of China’s
biggest companies, state-owned
China National Petroleum Corp., or
CNPC, has joined with the Chicago
Climate Exchange, owned by Cli-
mate Exchange PLC, to set up the
Tianjin Climate Exchange.

With has no national emissions
caps, China is the world’s leading
source of global-warming green-
house gases and has been the source
of more than 80% of the carbon cred-
its traded globally. The process to
create credits from Chinese
projects, however, has come under
criticism amid allegations that
many of the projects don’t meet the
goals of the Kyoto agreement of re-
ducing global warming gasses.

BlueNext is owned by NYSE Euro-
next and French state-owned Caisse
des Dépóts et Consignations. China-
Beijing Environmental Exchange
was set up by the Beijing municipal
government.

BlueNext, China exchange
partner on carbon credits
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Interest-rate ETFs come to India

Source: Thomson Reuters

Growing abroad during crisis
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BEIJING—China Investment
Corp., the country’s $200 billion sov-
ereign-wealth fund, has begun a new
round of global hiring, a move that
comes after it recently stepped up
the pace of its overseas investments.

CIC said its 13 departments are
seeking talent in 33 categories, in-
cluding risk management, asset-allo-
cation research and commodities in-
vestment, as well as private-equity
investment in such areas as infra-
structure and property.

CIC slowed the pace of its invest-
ments in overseas stocks and placed

most of its funds in cash last year af-
ter it sustained heavy losses on its
high-profile investments in Black-
stone Group LP and Morgan Stan-
ley, which led to public criticism at
home.

But CIC management said earlier
this year that opportunities had
arisen overseas as the global finan-
cial situation and regulatory envi-
ronment had changed. To capitalize
on the change, CIC adjusted its struc-
ture in April, including setting up a
new department to handle big in-
vestments aimed at long-term re-

turns, and another department for
private-equity fund investments.

In its latest major investment,
CIC said Tuesday it will commit
200 million Australian dollars
(US$159 million) to a financing facil-
ity for Goodman Group, Australia’s
largest industrial property trust.

Earlier this month, CIC also
agreed to buy US$1.2 billion of addi-
tional shares in Morgan Stanley as
part of the U.S. bank’s US$2.2 billion
share offering, giving it a total stake
in the bank of 9.86%.

—Victoria Ruan

THE INTERNATIONAL INVESTOR

By Subhadip Sircar

MUMBAI—India said it will intro-
duce exchange-traded interest-rate
futures to provide a mechanism to
institutions and households to
hedge their interest-rate risks.

The contract will have a 10-year
government bond with a 7% semian-
nual compounding notional coupon
rate as the underlying security, the
Reserve Bank of India and the Securi-
ties and Exchange Board of India
said Wednesday in a joint report on
interest-rate futures.

The size of a single contract will
be 200,000 rupees ($4,200) and the
maximum maturity of the contract
will be 12 months, the report said.

The contracts will be traded on
the currency-derivatives segment
of a recognized exchange, it said.

The contract cycle will consist of
four fixed quarterly contracts expir-
ing in March, June, September and
December.

The gross open positions of a cli-
ent across all contracts shouldn’t ex-
ceed 6% of the total open interest or
three billion rupees ($62.9 million),
whichever is higher. For a trading
member, the gross open position
shouldn’t exceed 15% of the total
open interest or 10 billion rupees,
whichever is higher.

Interest-rate futures will allow
market participants a system to
gauge the effectiveness of different
positions and strategies for manag-
ing their risks, the report said.

Also, the system will provide
transparency and eliminate counter-
party risks by ensuring the guaran-
tee of a clearing house, it said.

DEALS &
DEAL MAKERS

24 THURSDAY, JUNE 18, 2009 T H E WA L L ST R E ET JO U R NA L .



OECD can’t predict the end
to deep Italian recession

EU, U.K. clash on rules
Financial regulation
will top agenda
for two-day summit

Latvia’s cuts impress EU
but fray the government

ECONOMY & POLITICS

By Ilona Billington

LONDON—The euro zone’s bal-
ance of trade with the rest of the
world increased in April to the larg-
est surplus since October 2007, data
from the European Union’s statistics
agency showed Wednesday.

In Britain, meanwhile, there was
some evidence that the worst of the
recession may be over, as the num-
ber of claimants for unemployment

rose at its slowest pace in 10
months, official data showed.

The 16 countries that use the
euro had a combined surplus in
their trade in goods of Œ2.7 billion
($3.7 billion), compared with a sur-
plus of Œ1.8 billion in March. Ex-
ports from the euro zone declined
to Œ102.1 billion in April from
Œ109.6 billion in March, while im-
ports decreased to Œ99.4 billion
from Œ107.8 billion.

Euro-zone trade surplus rises

By Adam Cohen

And Alistair MacDonald

BRUSSELS—A plan to tighten fi-
nancial-market regulation is pitting
the U.K., home of Europe’s financial
center, against other members of
the bloc.

At an EU summit starting Thurs-
day, a key issue will be how much
power should be handed to regula-
tory bodies that the EU’s executive
arm, the European Commission,
wants to esntablish and who will
head them.

The U.K., home to the region’s
largest and most lucrative finan-
cial-services market, is resistant
to pan-European regulators super-
vising individual banks and other
financial-system players. France
and Germany, among others, say
the financial crisis has exposed
flaws in the bloc’s patchwork of na-
tional rules and enforcement bod-
ies. They have called for a stronger
EU-wide authority.

Under a commission proposal
the leaders will debate during the
two-day summit, the president of
the European Central Bank would
head a new European Systemic Risk
Council that would broadly monitor
the stability of the financial system.
A second body would set standards

for close supervision of banks, insur-
ers and other financial institutions.

Giving the ECB a leading role on
the risk council has rankled the U.K.,
which doesn’t use the euro, as well
as some Eastern European coun-
tries. EU finance ministers, meeting
in Luxembourg last week, tenta-
tively agreed that the ECB president
or another member of the risk coun-
cil could lead the supervisory group.

The ministers also tentatively
agreed that the new overseers
couldn’t force countries to pay for
bank bailouts, leaving unresolved
a question that has plagued EU pol-
icy makers for years before the fi-
nancial crisis: Who pays if a large-
bank operating across the bloc’s
borders fails?

“We must avoid the situation
that gave rise to this crisis,” Czech
Finance Minister Eduard Janota
told journalists last week in support
of stronger pan-European supervi-
sion. The Czech Republic currently
holds the EU’s rotating presidency.

But the U.K. likely will remain op-
posed to any deal that gives Brus-
sels more sway over its financial
markets, according to an EU diplo-
mat. For the U.K., the proposals her-
ald a further assault on what the
country has guarded for decades: its
sovereignty over financial services
and taxpayers’ cash.

Still, having battled for years
against European attempts to
tighten regulation, Britain has
been among the first countries to
ramp up its own rules after the fi-
nancial crisis. It agrees in princi-

ple with the need for broader moni-
toring of financial stability in Eu-
rope but doesn’t want a pan-Euro-
pean body supervising individual
financial firms. The U.K. believes
that only national regulators have
their ears close enough to the
ground to do that and doesn’t
want a pan-European body making
decisions that could involve Brit-
ish taxpayers’ money.

The plan under discussion at
the European summit is an early
text setting out the EU’s inten-
tions. Legislation creating the regu-
lators—which would have to be ap-
proved by EU leaders—isn’t ex-
pected until the fall.

Brussels also is skirmishing with
the U.K. and in particular with its fi-
nancial industry over proposed regu-
lations of hedge funds, private-eq-
uity firms and other fund managers.
The fund industry, the majority of
which is based in the U.K., has ex-
pressed opposition to legislation
proposed in late April.

The industry argues that the pro-
posal would limit the ability of U.S.
and other non-EU managers to mar-
ket in Europe.

Hedge-fund managers and even
some investors—whom the pro-
posal is designed to protect—dislike
the potential restrictions on how
much leverage, or borrowed money,
a fund manager can use to invest.

Complaints about the proposal
are echoed by the private-equity
industry.
 —Cassell Bryan-Low

contributed to this article.

By Joel Sherwood

A key government minister in
Latvia resigned Wednesday, signal-
ing how political tensions are likely
to emerge from the Baltic state’s at-
tempts to elude bankruptcy and win
international aid.

Other signals include a demon-
stration, organized by the trade
unions, set for Thursday in the capi-
tal, Riga, and the teachers’ union’s
call on education minister Tatjana
Koke to step down.

The Latvian parliament decided
Tuesday to tighten the 2009 govern-
ment budget by Œ700 million ($968
million), including cuts on educa-
tion, health care, pensions, and pub-
lic-sector wages. Without the cuts,
the country’s deficit was likely to
balloon as taxes fell while the
Latvian economy contracted by an
expected 20% this year.

“The cuts are terrible,” said Ari-
ana Abeltina, spokeswoman for the
Latvian Free Confederation of
Trade Unions, which is organizing
Thursday’s gathering. “No one can
survive,” she said, commenting on
the plans for 50% wage cuts for
teachers along with an expected
20% reduction to other government
workers’ salaries and a 10% de-
crease on pension payments.

Prime Minister Valdis Dom-
brovskis accepted the resignation of
his health minister, Ivars Eglitis, the
prime minister’s office said.

Mr. Eglitis was unwilling to carry

out deep cuts to Latvian health-care
services. “As a doctor and health-
care management specialist I can-
not accept that,” the Baltic News Ser-
vice reported Mr. Eglitis as saying.

Despite the cuts’ unpopularity,
Latvian lawmakers Tuesday agreed
to them at the urging of the European
Union and the International Mone-
tary Fund. The new budget is ex-
pected to satisfy the EU and IMF
enough to win more than Œ1 billion in
the next few weeks, the second
tranche of an Œ7.5 billion emergency
loan program established in Decem-
ber. The two institutions in separate
statements late Tuesday commended
Latvia for its “courageous” action.

Fears in recent weeks that Latvia
might default sent jitters through
Central and Eastern European mar-
kets, and weighed on the share prices
of Swedish banks, which are heavily
exposed in the region. Sweden’s cen-
tral bank has sought extra reserves
to safeguard against the threat of fi-
nancial instability from the Baltics.

Tuesday’s budget moves in-
creased confidence among market
watchers that the aid will stave off
national bankruptcy and the aban-
donment of Latvia’s peg to the euro.

“Although short-term uncer-
tainty surrounding the peg is likely
to ease if the second tranche is
granted, the worries aren’t expected
to disappear,” said Annika Lindblad
of Sweden’s Nordea Bank. However,
“social tensions are expected to in-
crease,” said the economist.

By Luca Di Leo

ROME—Italy is in a deep reces-
sion and it is hard to say when Eu-
rope’s fourth-largest economy will
recover, the Organization for Eco-
nomic Cooperation and Develop-
ment said in a report.

The OECD now expects Italian
gross domestic product to contract
5.3% in 2009 after shrinking 1% last
year, marking the deepest recession
since World War II. On March 31, the
OECD had forecast Italian GDP
would fall 4.3% this year.

Italy has Europe’s largest public
debt, which limits room for fiscal
maneuvers by the government to
counter the recession. As a result,
the OECD said, only a “slow recov-
ery” can be expected in the Italian
economy—and only in 2010.

The OECD praised Prime Minis-
ter Silvio Berlusconi’s govern-
ment’s extension of unemploy-
ment benefits and increased sup-
port for low-income families, say-
ing little more could be done given

Italy’s weak public finances.
The new OECD forecasts are

broadly in line with Italian govern-
ment predictions. Rome said in May
that the economy would shrink 4.2%
this year, but the Treasury’s chief
economist later said the 2009 GDP
forecast would be revised by the end
of June to a contraction of around 5%.

Italian banks have been less ex-
posed than their European peers to
the global financial crisis, but credit
has tightened and the export-driven
economy has been hit hard by the
slump in world trade.

In the first quarter, the Italian
economy shrank 2.6% compared
with the previous three months—
the fastest rate of decline in at least
29 years—as exports and invest-
ments decreased.

However, following recent tenta-
tive signs that the economy may
have hit bottom, the OECD lifted its
GDP forecast for 2010 slightly, pre-
dicting the Italian economy will ex-
pand 0.4%, compared with a March
forecast that it would contract 0.4%.

...the fact that business
is in for a tough time
will make business
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Am Blend Portfolio A US EQ LUX 06/16 USD 8.39 2.2 –35.3 –25.3

Am Blend Portfolio I US EQ LUX 06/16 USD 9.84 2.5 –34.7 –24.7

Am Growth A US EQ LUX 06/16 USD 24.57 7.3 –26.2 –14.8

Am Growth B US EQ LUX 06/16 USD 20.77 6.8 –26.9 –15.7

Am Growth I US EQ LUX 06/16 USD 27.11 7.7 –25.6 –14.2

Am Income A US BD LUX 06/16 USD 7.78 11.4 –0.2 1.5
Am Income A2 US BD LUX 06/16 USD 17.01 11.8 –0.4 1.5
Am Income B US BD LUX 06/16 USD 7.78 11.0 –1.0 0.8
Am Income B2 US BD LUX 06/16 USD 14.71 11.4 –1.1 0.8
Am Income I US BD LUX 06/16 USD 7.78 11.7 0.4 2.1
Am Value A US EQ LUX 06/16 USD 7.26 0.7 –28.5 –22.9
Am Value B US EQ LUX 06/16 USD 6.72 0.1 –29.3 –23.7
Am Value I US EQ LUX 06/16 USD 7.78 1.0 –28.0 –22.3
Asian Technology A OT EQ LUX 06/16 USD 10.81 23.5 –30.2 –20.6
Asian Technology B OT EQ LUX 06/16 USD 9.51 23.0 –30.9 –21.3
Asian Technology I OT EQ LUX 06/16 USD 12.00 24.0 –29.7 –19.9
Emg Mkts Debt A GL BD LUX 06/16 USD 13.83 22.9 –0.8 1.4
Emg Mkts Debt A2 GL BD LUX 06/16 USD 17.19 23.5 –0.6 1.5
Emg Mkts Debt B GL BD LUX 06/16 USD 13.83 22.4 –1.8 0.4
Emg Mkts Debt B2 GL BD LUX 06/16 USD 16.65 23.0 –1.5 0.5
Emg Mkts Debt I GL BD LUX 06/16 USD 13.83 23.2 –0.3 1.9
Emg Mkts Growth A GL EQ LUX 06/16 USD 25.59 27.7 –40.2 –19.9
Emg Mkts Growth B GL EQ LUX 06/16 USD 21.80 27.1 –40.8 –20.7
Emg Mkts Growth I GL EQ LUX 06/16 USD 28.24 28.1 –39.7 –19.3
Eur Growth A EU EQ LUX 06/16 EUR 6.11 9.7 –31.9 –26.6
Eur Growth B EU EQ LUX 06/16 EUR 5.53 9.3 –32.5 –27.3
Eur Growth I EU EQ LUX 06/16 EUR 6.64 10.1 –31.3 –26.0
Eur Income A EU BD LUX 06/16 EUR 5.75 16.9 –7.4 –5.3
Eur Income A2 EU BD LUX 06/16 EUR 10.81 17.4 –7.4 –5.3
Eur Income B EU BD LUX 06/16 EUR 5.75 16.6 –8.1 –6.0
Eur Income B2 EU BD LUX 06/16 EUR 10.09 16.9 –8.2 –6.0

Eur Income I EU BD LUX 06/16 EUR 5.75 17.2 –6.9 –4.8
Eur Strat Value A EU EQ LUX 06/16 EUR 7.11 2.2 –39.6 –33.9
Eur Strat Value I EU EQ LUX 06/16 EUR 7.25 2.5 –39.0 –33.3
Eur Value A EU EQ LUX 06/16 EUR 7.63 4.8 –34.3 –31.0
Eur Value B EU EQ LUX 06/16 EUR 7.05 4.1 –35.0 –31.7
Eur Value I EU EQ LUX 06/16 EUR 8.77 5.0 –33.8 –30.4
Gl Balanced (Euro) A EU BA LUX 06/16 USD 13.64 4.0 –26.9 –19.1
Gl Balanced (Euro) B EU BA LUX 06/16 USD 13.36 3.5 –27.5 –19.9
Gl Balanced (Euro) C EU BA LUX 06/16 USD 13.55 3.9 –27.0 –19.3
Gl Balanced (Euro) I EU BA LUX 06/16 USD 13.83 4.3 –26.4 –18.5
Gl Balanced A US BA LUX 06/16 USD 13.94 4.9 –27.7 –17.9
Gl Balanced B US BA LUX 06/16 USD 13.33 4.5 –28.4 –18.7
Gl Balanced I US BA LUX 06/16 USD 14.40 5.2 –27.2 –17.3
Gl Bond A US BD LUX 06/16 USD 8.68 3.4 2.1 2.5
Gl Bond A2 US BD LUX 06/16 USD 14.72 3.6 2.0 2.5
Gl Bond B US BD LUX 06/16 USD 8.68 2.9 1.0 1.4
Gl Bond B2 US BD LUX 06/16 USD 12.96 3.1 1.0 1.5
Gl Bond I US BD LUX 06/16 USD 8.68 3.6 2.7 3.1
Gl Conservative A US BA LUX 06/16 USD 13.48 4.0 –14.0 –8.5
Gl Conservative A2 US BA LUX 06/16 USD 15.16 4.0 –14.0 –8.5
Gl Conservative B US BA LUX 06/16 USD 13.48 3.5 –14.8 –9.4
Gl Conservative B2 US BA LUX 06/16 USD 14.48 3.5 –14.8 –9.4
Gl Conservative I US BA LUX 06/16 USD 13.52 4.4 –13.2 –7.8
Gl Eq Blend A GL EQ LUX 06/16 USD 9.38 4.9 –44.3 –30.4
Gl Eq Blend B GL EQ LUX 06/16 USD 8.85 4.5 –44.8 –31.1
Gl Eq Blend I GL EQ LUX 06/16 USD 9.85 5.3 –43.8 –29.8

Gl Growth A GL EQ LUX 06/16 USD 33.67 4.4 –45.2 –29.2
Gl Growth B GL EQ LUX 06/16 USD 28.26 3.9 –45.7 –29.9
Gl Growth I GL EQ LUX 06/16 USD 37.23 4.8 –44.7 –28.7
Gl High Yield A US BD LUX 06/16 USD 3.64 28.4 –11.7 –6.4
Gl High Yield A2 US BD LUX 06/16 USD 7.43 29.0 –11.8 –6.5
Gl High Yield B US BD LUX 06/16 USD 3.64 27.6 –12.9 –7.5
Gl High Yield B2 US BD LUX 06/16 USD 12.01 28.4 –12.7 –7.4
Gl High Yield I US BD LUX 06/16 USD 3.64 28.8 –11.0 –5.8
Gl Value A GL EQ LUX 06/16 USD 8.94 5.3 –43.5 –31.7
Gl Value B GL EQ LUX 06/16 USD 8.26 4.8 –44.1 –32.4
Gl Value I GL EQ LUX 06/16 USD 9.46 5.6 –43.1 –31.2
India Growth AX OT OT LUX 06/16 USD 87.70 51.8 –10.7 –2.7
India Growth BX OT OT LUX 06/16 USD 75.38 51.2 –11.5 –3.6
India Growth I EA EQ LUX 06/16 USD 90.64 52.1 –10.4 –2.4
Int'l Health Care A OT EQ LUX 06/16 USD 111.00 –5.5 –23.1 –17.9
Int'l Health Care B OT EQ LUX 06/16 USD 94.14 –5.9 –23.9 –18.7
Int'l Health Care I OT EQ LUX 06/16 USD 120.75 –5.1 –22.5 –17.2
Int'l Technology A OT EQ LUX 06/16 USD 83.59 14.3 –34.8 –19.5
Int'l Technology B OT EQ LUX 06/16 USD 72.83 13.8 –35.5 –20.3
Int'l Technology I OT EQ LUX 06/16 USD 93.33 14.7 –34.3 –18.9
Japan Blend A JP EQ LUX 06/16 JPY 5747.00 7.1 –39.6 –31.1
Japan Growth A JP EQ LUX 06/16 JPY 5615.00 0.9 –40.1 –31.6
Japan Growth I JP EQ LUX 06/16 JPY 5753.00 1.3 –39.6 –31.1
Japan Strat Value A JP EQ LUX 06/16 JPY 5801.00 12.5 –40.0 –31.1
Japan Strat Value I JP EQ LUX 06/16 JPY 5929.00 12.9 –39.5 –30.5
Real Estate Sec. A OT EQ LUX 06/16 USD 10.80 1.2 –41.3 –31.1
Real Estate Sec. B OT EQ LUX 06/16 USD 9.93 0.8 –41.9 –31.7
Real Estate Sec. I OT EQ LUX 06/16 USD 11.56 1.6 –40.8 –30.5
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NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Nikkei resilient as caution
drives regional stocks lower

Eurozone Large-Cap Equity
Funds that invest primarily in the equities of large-cap companies from the 12 Eurozone
countries. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending June 17, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 DB Platinum DB Platinum EURiLuxembrg 2.37 –2.05 0.17 NS
IV Europa Gewinnstuf R1C Acc Advisors S.A.

NS DB Platinum DB Platinum EURiLuxembrg 1.02 –8.71 NS NS
Europa Gewinnst III R1C1 Acc Advisors S.A.

5 UniExtra: Union Investment EURiLuxembrg 9.46 –9.39 –3.98 NS
EuroStoxx-50 Inc Luxembourg S.A.

5 Cipango EFG Gestion Privée EURiFrance 17.48 –10.38 –8.24 NS
Maxima A Acc

5 UFF Union Financière EURiFrance 4.49 –15.35–12.10 2.13
Multitalents LT A Inc de France

5 AMB Generali Generali EURiGermany –5.08 –17.44 –9.04 NS
Euroland Protect Io A Inc Investments Deutschland KaG

NS Goupil Acc Performance EURiFrance 1.04 –18.55 –9.44 NS
Gestion

5 Trendconcept-UI-Fds-Aktien-Europa Universal-Investment EURiGermany –1.62 –18.59–14.19 3.97
Acc GmbH

2 Puissance K Swiss Life Asset EURiFrance 27.25 –18.89–19.70 4.94
Acc Management France

4 FCP Objectif Lazard Frères EURiFrance 15.37 –23.39–17.90 NS
Alpha Euro A/I Gestion
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Watson agrees to acquire
U.K. drug maker Arrow
Cash-and-stock deal
is set at $1.75 billion
in generics segment
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By Myra P. Saefong

And Rosalind Mathieson

SINGAPORE—Asian markets fin-
ished mostly lower Wednesday as in-
vestors remained wary of the size of
recent stock-market gains, but trad-

ing ended higher in
Tokyo as fresh talk
about an improv-
ing economy res-
cued the market

from a third day of losses.
Financial stocks fell across the re-

gion, with KB Financial down 3.6%
and Samsung Securities down 1.9%
in Seoul. Shenzhen Development
Bank fell 1.7% in Shanghai.

Australia’s S&P/ASX 200 closed
1.5% lower at 3904.10 after Wall
Street had its biggest two-day de-
cline in 10 weeks and base metal
prices remained shaky after recent
strong gains. BHP Billiton fell 2.2%.
Traders said investors were selling
the shares to raise capital to take up
Rio Tinto’s rights issue.

Asciano Group dropped 32% as
the shares resumed trade after Mon-
day’s announcement of its planned
equity raising with a goal of gross

proceeds of more than two billion
Australian dollars (US$1.59 billion).

But CSR gained 6% in Sydney af-
ter the manufacturing company
said it may demerge its sugar and re-
newable-energy businesses.

In Mumbai, continued selling in
Reliance Industries following Mon-
day’s unfavorable court decision on
gas pricing and weak overseas mar-
kets dragged Indian shares to a near
three-week low Wednesday. The
Bombay Stock Exchange’s Sensitive
Index dropped 2.9% to 14522.84, its
lowest close since May 28.

Reliance Industries ended down
4.2% on concerns its future earnings
may get hurt after the court ordered
it to supply gas to Reliance Natural
Resources at nearly half the price
recommended by the government.

Tokyo’s Nikkei Stock Average of
225 companies finished up 0.9% at
9840.85, showing some resilience af-
ter Tuesday’s 2.9% tumble.

Heavy-industry stocks climbed
in Tokyo after Boeing said its 787
Dreamliner would makee its maiden
voyage this month. Kawasaki Heavy
Industries, which is involved in the
production of the plane, rose 9.5%.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

REUTERS NEWS SERVICE

MOSCOW—Russia has indefi-
nitely delayed plans to build natural-
gas pipelines to China because it
still can’t reach a pricing deal with
Beijing, Russia’s gas-export monop-
oly Gazprom OAO said.

“No one is talking about gas sup-
plies to China in 2011 anymore,” Gaz-
prom Deputy Chief Executive Alex-
ander Ananenkov told a news
conference.

The statement came as Russian
President Dmitry Medvedev and
Prime Minister Vladimir Putin met
Chinese President Hu Jintao during
his state visit to Russia.

Pricing has been the main stum-
bling block at talks since Moscow
and Beijing agreed to build two pipe-
lines to ship as much as 80 billion cu-
bic meters of West and East Sibe-

rian gas to China at the start of this
decade.

China, the world’s second-larg-
est oil consumer but still a relatively
modest gas user, has since then
agreed to buy gas from the former
Soviet Union’s republics of Kazakh-
stan and Turkmenistan, with sup-
plies due to begin in the next few
years.

Analysts say the deals give
Beijing an upper hand at talks with
Gazprom and hinder the Russian gas
behemoth’s desire to diversify away
from the European markets, of
which it already controls one-quar-
ter.

Natural gas for July delivery rose
12.4 cents per million British ther-
mal units, or 3%, to $4.253 on the
New York Mercantile Exchange on
Wednesday.

Stuck on price, Russia will delay
plans to supply China with gas

By Robin Sidel

Nine large financial firms, led by
J.P. Morgan Chase & Co., Goldman
Sachs Group Inc. and Morgan Stan-
ley, repaid the U.S. government a to-
tal of $66.25 billion in taxpayer-
funded capital, freeing them from
curbs on compensation and other
business activities.

The move means the banks,
which also include regional banks
U.S. Bancorp and BB&T Corp., will
now be left on their own to grapple
with the worst industry conditions
in a generation.

The Treasury Department last
week gave permission to 10 of the na-
tion’s largest financial institutions
to repay $68 billion in bailout cash.
On Wednesday, J.P. Morgan repaid
$25 billion, while Goldman and Mor-
gan Stanley each paid back $10 bil-
lion and American Express Co. re-
turned $3.4 billion. Among the re-
gional lenders, U.S. Bancorp wired
$6.6 billion to government coffers
and BB&T forked over $3.1 billion.

“Morgan Stanley and its employ-
ees appreciate the support of the
U.S. government,” the company said
in a brief statement.

Missing from the list were indus-
try titans Citigroup Inc., Bank of
America Corp. and Wells Fargo &
Co., which haven’t received permis-
sion to pay back their bailout
money.

The repayment came on the
same day the White House formally
proposed sweeping changes to the
way the government regulates finan-
cial markets. The proposal, which
now heads to Congress, grants new
power to the Federal Reserve and
creates a new federal agency to over-
see consumer products such as mort-
gages and credit cards.

The banks, which have been itch-
ing to pay back the funds, recently
have raised billions of dollars in
fresh capital from investors who are
hoping that the industry is poised
for a recovery from deep losses.

Still, it is clear the banks aren’t
out of the woods. Also Wednesday,
Standard & Poor’s downgraded
credit ratings on a slew of banks, in-
cluding U.S. Bancorp and BB&T, say-
ing the industry’s future won’t be as
good as the past.

“Operating conditions for the in-
dustry will become less favorable
than they were in the past, charac-
terized by greater volatility in finan-
cial markets during credit cycles
and tighter regulatory supervision,”
the ratings firm said.

U.S. banks repay
$66.25 billion
in bailout cash

By Jonathan D. Rockoff

And Tess Stynes

Watson Pharmaceuticals Inc.
agreed to buy closely held Arrow
Group in a $1.75 billion cash-and-
stock deal that furthers consolida-
tion in the generic-drug industry.

Watson, a maker of specialty and
generic drugs based in Corona, Ca-
lif., has been looking to expand to
keep up with rivals and in order to
develop generic versions of costly,
complex biotechnology drugs, said
Paul Bisaro, Watson’s president and
chief executive.

Arrow Group, based in London,
helps Watson on both fronts,
Mr. Bisaro said. More than 40% of
Arrow’s $647 million in sales last
year were in France, Canada and the
U.K., and Arrow owns a 36% stake in
Eden Biodesign, which helps compa-
nies develop branded biotech drugs.
Further, “We didn’t have to pay a
huge sum to get it,” Mr. Bisaro said.

Arrow owns exclusive U.S. rights
to sell an authorized generic version
of cholesterol-lowering drug Lipitor
after the blockbuster Pfizer Inc.
medicine loses patent protection in

November 2011. Lipitor, the world’s
top-selling drug, had global sales of
$13.66 billion last year, according to
IMS Health. Lipitor is also the top-
selling drug in the U.S., with $7.8 bil-
lion in sales in 2008, according to
IMS Health.

Combined, Watson and Arrow
will have more than $3 billion in rev-
enue and operations in more than
20 countries, Watson said.

Corey Davis, a Natixis Ble-
ichroeder analyst, praised Watson
for gaining an overseas footprint and
biotech-drug capability at a good
price, but he added, “It’s just not obvi-
ous where the growth comes.”

Mr. Davis said Watson may not
get as big a sales bump from the Lipi-
tor generic rights as it could have be-
cause Ranbaxy Laboratories Ltd.
has rights to sell its own generic ver-
sion and the Indian company tends
to price its products aggressively.

Mr. Bisaro said growth will come
not only from Arrow’s overseas busi-
nesses but also from Watson’s
launch of three branded products
this year, a pipeline of additional
brand-name drugs and applications
to sell 60 generic drugs in the U.S.

The deal will include $1.05 billion
incash, $500 million of common stock
and $200 million of preferred shares
redeemable three years after the deal
closes. Arrow’s owners will also re-
ceive additional contingent payments
based on generic Lipitor sales.
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